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

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

Nordregio wishes to thank the project team as well as the members 
of the Programme Steering Committee: Bue Nielsen (Denmark), Janne 
Antikainen (Finland), Kristin Nakken (Norway), Nicklas Liss-Larsson 
(Sweden), Kjartan Kristiansen (Faroe Islands), Bjarne Lindström (Åland 
Islands) and Hallgeir Aalbu (Nordregio).     
 
Stockholm, August 2004 
           

 
 
           

 

 3
 
 
 
 
 
 



 4 
      

 



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

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

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

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

 
Tromsø, August 2004 
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Chapter 1  

Innovations and Institutions in the North  

Nils Aarsæther and Leena Suopajärvi 

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

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

Innovation for survival 
Innovative capacities and their prerequisites are by no means evenly 
spread throughout nations and regions. In the resource-based 
communities of the Nordic periphery, where a lack of formal skills and 
problems of market access represent grave problems, one would expect to 
find a smaller number of innovative practices, compared to cities and 
regional centres. But despite their many handicaps, it is hard to imagine 
that places in the periphery could survive today without at least some 
space for innovative activity. In a situation where industrial restructuring 
and a reduction in the number of central government transfers have 
occurred, people, firms and institutions in the periphery now have to 
respond in increasingly innovative ways to the challenges of the post-
industrial era. In order for places and municipalities in the periphery to 
survive, innovative practices1 should thus be regarded as indispensable. 

                                                      
1 See section 1.2 of this chapter for a definition of this term. 
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Sometimes the question is raised as to why people should inhabit 
places in the extreme periphery. One obvious answer is that some people 
choose to live there by their own accord, whilst others move to live 
elsewhere. Easy access to the natural environment and a favourable social 
atmosphere are the reasons often cited by inhabitants, as well as by young 
people.2 In addition, the localities in the peripheral regions are linked to 
the utilization of valuable natural resources; however, this increasingly 
takes the form of landscapes for tourist consumption.  

Innovative activities always relate to social and political 
institutions of some kind. Over the past decade or so, the municipality has 
become a dominant institution in the Nordic periphery. This is due both 
to the geographical extension of welfare state services provided at local 
government level and to the municipality’s growth in relative importance, 
in a situation where setbacks in the traditional manufacturing industries 
have occurred. Furthermore, the municipality of today is more than an 
umbrella institution covering a series of targeted welfare services, and it 
is certainly not just a bureaucratic structure introduced into a rural and 
sparsely populated area. Although its average size and the type of 
mandate it is granted by national government and legislation may vary, 
the Nordic type of municipality is an institution that assumes a broad 
responsibility for the well-being of the people in its area, with the 
securing of local employment opportunities as an ever-present task on its 
agenda.3  

However, the municipality is not the sole provider of solutions to 
local problems. Employment and welfare state development in the 
periphery may, in principle, be secured by central government agencies 
(including EU policies) and by the relocation of central government 
agencies. In some instances, an expansion of decentralized central 
government services has compensated, to a certain extent, for a loss of 
jobs in manufacturing industries.4 This is not the case in the regions we 
have studied, however. There are central government agencies, as well as 
EU-based programmes and programmes administered at a regional level, 
that may sometimes bypass the municipality in order to assist new private 
enterprises and people engaged in local problem-solving effectively. 
Nevertheless, it is very hard to imagine the majority of local innovative 
activities operating without at least some reference to the municipal 
institution. The present study is, to a certain extent, built on the results of 
                                                      
2 Bjørndal & Aarsæther 2000. 
3 Cf. Lidström 1996:18. 
4 The former steel works dominated municipality Mo i Rana (Norway) is an 
example of this, cf. Hansen & Selstad 1999:162. 
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the Nordregio project, ‘Social Capital and Coping Strategies in the 
Nordic peripheries’, reported in Bærenholdt 2002.5 This project’s point of 
departure was to study processes of local development in Finland, 
Sweden, the Faroe Islands, Iceland and Greenland (Norway was not 
included). One of the findings of this project was that the role of the 
municipality was important in the majority of the development projects 
studied (ibid: 49).  

This leads us to four research questions:  
  

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

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

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

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

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

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

                                                      
5 Bærenholdt, Jørgen Ole: Coping Strategies and Regional Policies – Social 
Capital in the Nordic Peripheries (Nordregio Report 2002:4) 
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broad approach means that we may, in principle, find some local level 
innovations bearing only a slight, or even no, relation to the municipal 
institution. And we may have municipal areas in which very few, if any, 
innovations are to be found.  

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

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

There seems, however, to be another shift in the organization of 
knowledge production: regional policies have changed, from a paradigm 
of regional distribution and equalization measures to a paradigm of 
stimulating innovations, by focusing on technology, knowledge centres 
and economic growth (NordREFO 1994:3). Again, we may observe a 
split, this time in the production of knowledge, to the extent that local 
government is thought of solely as a public service provider, as in the 
New Public Management usage. On the other hand, innovations are often 
thought of as something that is driven by technological developments, 
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which must therefore be understood to be linked to the leading scientific 
institutions in metropolitan and regional centres. In the knowledge-based 
information society, professionals in the science and technology sectors 
occupy a key position. The OECD Committee for Scientific and 
Technological Policy stresses the importance of the mobility of science 
and technology workers between public and private sectors in terms of 
economic development.6 As a complementary approach to this 
perspective, the present study is an attempt to re-link studies of 
innovations with studies of local government and locality development. 
Hence, the present study is of an explicitly cross-disciplinary nature.  

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

A broad concept of ‘innovation’ 
Traditionally, the concept of innovation has referred to new technical 
ideas and new marketable products. Nowadays, however, the concept has 
been widened and also refers to process innovations in production, supply 
and service, and learning new ways of organizing work in companies. 
Furthermore, the concept is no longer applied in the private sector alone, 
as new modes of action are also demanded in the public sector.7 In 
network analysis it has been recognized that innovations are not just the 
result of scientific and technological advances; even technological 
innovations may be regarded as social constructs. The development of 
innovative knowledge production is the result of science and technology 
development, economic development, social changes and institutional 
factors, as well as mental frameworks.8   

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

• The business sphere, where market processes prevail. 
• The public sphere, with democratic and bureaucratic 

governance. 
• The civil society sphere, in which cultural activities and the 

formation of opinions, values and meanings take place in open 

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

 
In our concept of innovations, these may occur within each of these 

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

A typical ‘civil society innovation’ may be the result of people 
coming together to discuss the creation of a new summer event for the 
municipality – to highlight, for example, an aspect of the region’s 
historical heritage. Now, such a civil society initiative may get linked to 
the municipality’s cultural policies and be supported by public funding. 
In the implementation process, it may engage local businesses in 
providing logistics and selling the event as a tourist magnet for 
commercial purposes. Thus, it will sometimes be hard to distinguish 
between real business, public or civil innovations. So even if we find 
distinct business, public sector and civil society innovations, we shall also 
find instances of innovations that combine elements from two or three of 
these fields (see Fig. 1.1). In some cases it may be difficult to categorize 
an innovation as belonging to just one of the types mentioned. 
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Nevertheless, the innovations we are looking for are, as far as 
possible, selected to represent (at least at their point of departure) three 
theoretically distinct, but also potentially overlapping social fields: 

• Innovations in the business field, where we have the 
‘traditional’ innovation discourse. 

• Innovations in the public sphere, within public service sectors 
or as a result of democratic participation. 

• Innovations in the civil society, beyond the formal scope of 
both politics and the market.  

 
Social/cultural, public sector and business innovations have been 

elaborated separately in the research plan, but of course one important 
task in the study is to look for elements of all three fields in the analysis 
of the selected innovations. In the everyday life of people living in small 
places these three fields are interlinked. It is also important to observe 
that the three fields will always have extensions that stretch far beyond 
the municipal borders. Local innovations are not ‘local’, but invariably 
have aspects of a multi-local or trans-local form.9 One way of analysing 
overlapping and extended activities of this kind is to acknowledge that a 
new idea is at the core of the innovation, but its successful exploitation 
demands networking. In Gilbert et al. (2001,1.2.), innovation networks 
are defined as ‘…evolving from the dynamic and contingent linkage of 
heterogeneous units, each possessing different bundles of knowledge and 
skill’. Hence, in order to put an innovative idea into practice, a network is 

                                                      
9 Neil & Tykkuläinen 1998:6. 
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needed to overcome institutional or traditional limits, and to combine the 
efforts of actors from different societal fields.10 Thus, our approach to 
innovations will be the following: 

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

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

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

Transformative innovations?  
Innovations will vary in their radical or ‘transformative’ character. An 
innovation will qualify as transformative if it is a process/practice that 
contributes significantly to the creation of new ways of sustaining 
livelihood in Nordic periphery localities. In such cases, innovations 
‘produce new places’ for local people in an increasingly knowledge-
based economy, which means that the innovations contribute to the 
                                                      
10 Cf. Aarsaether & Baerenholdt 2001: 25. 
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creation of a post-industrial or post-Fordist local setting. Thus, 
transformative innovations involve the emergence and productive use of 
new connections, networks, meeting places, etc. Not all innovations are 
transformative, however – some may achieve success by applying new 
technology to produce or market well-known products. Also, innovations, 
as we define them, need not be genuinely new: It is the ‘new here’ or new 
application of a known process, creatively, in a local setting, that matters. 
Establishing a chain outlet in fast food is not an innovation in itself, but 
the marketing of local niche products within a chain store might qualify 
as such. 

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

• Cultural economy innovations: new forms of tourism 
(including festivals, markets, heritage and history projects, 
etc.)11 

• ‘Soft’, social, welfare facilities (for locals, but also for 
visitors) 

• High quality niche/unique products (foods, crafts, etc.) 
• ICT-based productions and connections (including image 

projects and distance booking offices) 
• Technology development and testing, using climatic 

conditions as an asset (car testing, etc.) 
• Infrastructures and environments for business development 

(incubators, business parks, funding networks) 
 

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

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

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

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

• Thirdly, we have tried to analyse, by means of a ‘snowballing 
technique’,12 the process – a combination of actors and 
relations – that may be linked to each selected innovation. In 
this process, the innovator’s contact with the municipality is 
explicitly studied (see Chapters 2-7). 

 
In principle, we may be unable to come up with any examples, if 

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

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

•  Initiative – whose idea was this? 
•  Process (support, barriers, implementation, continuity) 
•  Networking aspects of the innovation – outreach 
•  The role of the municipality in the process 
•  Local effects – direct and indirect 

 
The actors involved were asked explicitly to make an assessment 

of the role of the municipality in the innovation process, so that we could 

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

The role of the municipality 
From earlier studies, also documented in several NordRefo/NordRegio 
publications,13 we know that municipalities in the Nordic periphery have 
been active in supporting industrial development for a long time. Parallel 
with having a strong engagement in the development of modern welfare 
state arrangements within education, health services, etc., municipalities 
in the Nordic countries have, through a series of measures, been active in 
creating new employment opportunities for their citizens. In the phase of 
industrialization, the employment-creating strategies were spurred by the 
need to replace jobs lost within traditional agriculture, herding, forestry 
and fisheries with work in decentralized, often small-scale, 
manufacturing industries. Also, by lobbying for improved transportation 
facilities (roads, bridges, tunnels, airports), municipal leaders in the 
periphery have worked to facilitate commuting to the growing regional 
centres – a viable alternative for many who prefer to remain in the 
outlying villages and towns.  

Today, the industrial strategy is no longer an option in the Nordic 
high-cost labour markets, and we have selected municipalities located 
beyond daily commuting range to the regional centres of the North.14 This 
means that the municipalities are left with two welfare development 
options: either to persist in lobbying for compensatory measures for being 
‘locked in’, or to develop strategies that try to exploit the new 
possibilities created in a globalized economy, e.g. by means of the 
transformation options presented in the preceding section of this chapter. 

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

                                                      
13 Cf. NordREFO 1988, NordREFO 1988:2, NordREFO 1990:5. 
14 Depending, of course, on whether or not Kiruna and Torino/Haparanda are 
defined as regional centres. 
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may be presented to underline the importance of the municipal institution 
in enabling local development to take place in commercial and civil life.  

In this study, we approach the municipalities by taking a bottom-up 
approach, which means that we start by tracing the role of the 
municipality in relation to an inventory of innovations in the municipal 
area, and we progress by discussing the selection of cases in interviews 
and in focus group sessions. From our interviews, we are thus also able to 
discuss the role(s) taken on by the municipality in dealing with 
innovations. Such roles (ranging from the least to the greatest 
involvement) may involve the municipality acting as follows: 
 

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

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

• Audience or supporter – a positive responding role, but 
without obligations. One might query whether a merely 
symbolic expression of support (the mayor’s presence, etc.) 
qualifies alone as ‘positive’, or whether such support is really 
‘no role’.  

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

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

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

• Coordinator – the municipality is in charge, initiating and 
implementing the process of innovation (mainly) by itself. 
This will be the normal role in public sector innovations. 

 
There are three points that we have to make in presenting this role 

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

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

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

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

Conditions for successful innovation/municipality 
integration 
As stated, we perceive the municipal institution as having developed a 
central position in peripheral areas; even though other institutions and 
organizations may have a role to play, we would expect the municipality 
to play a leading role in dealing with the problems caused by 
restructuring processes within businesses, as well as within welfare state 
sectors. Due to the problem created by the disciplinary division of labour 
within the social sciences, the role of the municipality may be almost 
invisible in studies of innovations and local-level economic 
restructuring.15 The point of departure for our study, however, is the 
central role that Nordic municipalities may have in stimulating local-level 
innovations, and our central research question is:  
To what extent are today’s municipalities effective institutions in creating 
new opportunities for people and firms in the Nordic periphery, in a post-
industrial era?  

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

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

Figure 1.2 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Structural factors 

Institutional factors

Municipal institution
 
 
 
 

Innovations 

Local capacities 

 Improved services

Local economy 

Demography 

Identity formation

Learning 

EFFECTS 

 
This model is drawn to illustrate the interplay between the 

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

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

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

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

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

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

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

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

Hence, a task for the social scientist is to map the social space 
where actors and groups of actors are defined by their relative positions 
within this space.16 This basic starting-point, the study of networks, i.e. 
relations and agents’ positions in the field, may be operationalized as an 
actor’s political opportunity structure. The concept of political 
opportunity structure17 is a concept developed in the field of research into 
social movements.18 Although the role of the centralized state-order is 
changing, it is not withering away. Hence, in comparative research, it is 
important to study the state, not as a homogeneous totality, but as a result 
of an interplay between several political arenas, including the global one. 
                                                      
16 Bourdieu 1985:196. 
17The concept ‘political’ refers not just to politics, but rather to the idea of policy 
making, which also includes social and cultural aspects in the coping strategies 
of the agent. 
18 Kriesi et al. 1995. 
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The role of the state is changing, but formal governmental institutions are 
still important from a local point of view. They provide access to a stable 
pool of resources, professional talent and linkage to a wider decision-
making process. Everyday politics finds its way through the routinization 
of the practices, and hence informal procedures and prevailing strategies 
also have a role to play when considering a local actor’s opportunities for 
successful policy-making.19

Local capacities 
Municipalities have, to varying degrees, developed capacities for action 
due, for example, to political and administrative leadership cultures, 
learning potentials, networking capacities and turnover problems. Since 
at least some small localities seem to prosper, including a number that are 
beyond commuting distance to the regional centres, this means that some 
people prefer to live there, and they are by no means ‘locked in’ in 
today’s mobile world. To understand this, a concept of identity may be 
applied at both an individual and a group level. At the individual level, 
this refers to an understanding of oneself as a member of a community 
that is part of something larger: ultimately, the global society. A 
subjective identity is, in this respect, not a static entity but a process of 
continuous choice and change.20  

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

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

                                                      
19 ibid. 26-35. 
20 Hall 1992:277. 
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cleavage and class cleavages.21 Their hypothesis is that traditional 
cleavages have to break down, before there can be room for the 
construction of new identities. When we study specific localities, we 
would expect cleavages to form part of the local setting; however, instead 
of just highlighting them, we are interested in how they are handled in 
daily life and in developmental practices that demand co-operation. A 
shared identity is the result of communication, reciprocal relations and 
trust. In this sense, the concept of collective identity is connected to the 
idea of social capital, usually understood as networks, trust and norms of 
reciprocity.22  

Social capital studies indicate that if the horizontal ties between the 
members of a community are strong and reciprocal, information spreads 
without barriers and people can trust each other. Robert Putnam has 
argued that social capital is a necessary condition for economic 
development (Putnam 1993:169). There are opinions for and against 
Putnam’s argument,23 which basically relates the concept of social capital 
to the economic sphere of life. Nevertheless, research on social capital 
will guide us to study the social construction of the locality in a broader 
sense. In this respect it is important to remember that the northern 
localities in question are quite small, and that the role of the key actors in 
innovation processes at a local level is crucial. Every member of the 
community brings also his/her personal cultural or human capital to the 
group, and people who have relations with decision-makers outside the 
community, for example, may be irreplaceable.24  

The model presented here is not intended to provide a framework 
for testing specific hypotheses; rather, it is a way of structuring the 
arguments concerning relations between municipalities and innovation 
processes, studied by means of a case approach that takes into account the 
impulses from, and linkages to, outside factors. In this respect, the model 
bears a strong resemblance to Neil & Tykkuläinen’s multicausal theory 
on local economic development.25 Their approach differs from the one we 
have developed, due to the broad definition of innovations in the present 
study (not only in the economic sphere, in other words), and because of 
the focal role we have given to the municipality in studies of innovation 
at a local level. 

                                                      
21 Kriesi et al. 1995:3-19. 
22 Putnam 1993, Warner 1999:373. 
23 Cf. Hjerppe 1998, Helliwell 1996. 
24 Aarsaether & Baerenholdt 2001:24. 
25 Neil & Tykkuläinen 1998:349 ff. 
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Research design and the process of mapping innovations 

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

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

Underlying the selection of municipalities is the observation that in 
the Nordic periphery, the question of whether its context is 
coastal/fisheries related, or related to an agriculture-forestry/industrial 
environment, is of considerable relevance.26 The latter context is to be 
found in the Tornedalen region (plus the municipality of Kalix in 
Sweden), whilst a coastal context is provided by the selected 
municipalities from the Lofoten region of Norway, and from Iceland and 
the Faroe Islands. The municipalities are thus grouped into ‘Eastern’ and 
‘Western’ sections. The Eastern section comprises the thirteen 
municipalities covered by the Tornedalen regional co-operation, plus 
Kalix in Sweden. The Western section comprises fishery-related 
municipalities in the Norwegian Lofoten region, the Faroe Islands and 
Iceland. 

                                                      
26 Cf. Bærenholdt 2002:34-35. 
 

 28 
      

 



Table 1.1: Overview of Western and Eastern section municipalities included in 
the research project 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Western section 
 Coastal/fisheries contexts 

7 municipalities
Iceland 
Ísafjarðarbær 
Hornafjörður 

The Faroe Islands 
Fuglafjarðar 
Leirvíkar 
Gøta 

Norway (east) 
Storfjord 
Kåfjord 
Kautokeino 

Finland 
Enontekiö 
Muonio 
Kolari 
Pello 
Ylitornio 
Tornio 

Sweden 
Kiruna 
Pajala 
Övertorneå 
Haparanda 
Kalix (not Tornedalsråd member) 1

Eastern section 
 Agriculture forestry/manufacturing industry contexts 
 14 municipalities 

Norway (west) 
Røst 
Vestvågøy 

 

21 
11 
12 
13 
14
15
16 

17 18 
19

20 

109
8

6

3 4
5

2

1

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The Nordic countries, showing municipalities included in the research

 
 
 
 
 
 
 

1.   Ísafjarðarbær 
2.   Hornafjörður 
3.   Fuglafjörður 
4.   Leirvík 
5.   Gøta 
6.   Røst 
7.   Vestvågøy 
8.   Storfjord 
9.   Kåfjord 
10. Kautokeino 
11. Enontekiö 
12. Muonio 
13. Pello 
14. Kolari 
15. Ylitornio 
16. Tornio 
17. Haparanda 
18. Kalix 
19. Övertornio 
20. Pajala 
21 Kiruna
7

 

 project. 
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The research has been carried out by six sub-teams. A total of fifteen 
researchers, from six Nordic countries, have been involved in the project 
(see Table 1.2).  
 
Table 1.2: Researchers involved, their institutions and the research teams 
Finnish team 
Leena Suopajärvi,Tarja Saarelainen 
and Seppo Aho,  
University of Lapland 
 

Swedish team 
Cecilia Waldenstöm, Karin Beland Lindahl 
and Emil Sandström,  
Swedish University of Agricultural Sciences 

Norwegian team (east) 
Torill Nyseth and Nils Aarsæther, 
University of Tromsø 

Icelandic team 
Gunnar Thór Jóhannesson  
and Unnur Dís Skaptadottir,  
University of Iceland 
 

Faroese team 
Martha Mýri and Olga Biskopstø,  
Center for Local and Regional 
Development 
 

Norwegian team (west) 
Asbjørn Røiseland, Bodø University 
College 
Brynhild Granås, University of Tromsø 
 

 
The timescale of the study is limited to projects initiated in the 

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

In order to collect data, a number of semi-structured interviews 
with focus groups and with individual key informants in each of the 21 
municipalities were implemented during the summer and autumn of 
2003.  In the first round of interviews with focus groups, a total of 311 
innovations were mapped (see Table 1.3 below).  
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Table 1.3: Mapping innovations in 21 Nordic municipalities. Data from group 
interviews. 
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Tornio 22155 -2,33 % 1227 6 4 3
Ylitornio 5330 -8,19 % 2207 5 7 5

Kolari 3911 -11,26 % 2618 5 5 6
Pello 4625 -10,89 % 1866 6 4 4

Enontekiö 2073 -11,11 % 8464 7 5 5
Muonio 2460 -6,89 % 1820 7 4 2

Kiruna 23407 -5,85 % 19 447 7 10 3 2
Pajala 7053 -7,87 % 7 866 8 8 2

Övertorneå 5331 -7,60 % 2 374 8 14 2 2
Haparanda 10341 -4,09 % 919 4 7 1

Kalix 17702 -5,10 % 1 799 2 9 2

Storfjord 1911 -3,46 % 1538 6 4 3
Kåfjord 2340 -11,51 % 997 4 7 4

Kautokeino 3007 -2,32 % 9704 5 8 1
Røst 623 -3,90 % 11 4 3 4

Vestvågøy 10811 -0,38 % 421 4 4 3

Ísafjarðarbær 4153 -8,45 % 2416 8 8 1
Hornafjörður  2332 -3,27 6317 8 6 1

Leirvíkar 884 11,07 % 11 3 3 4
Gøta 1043 11,25 % 31 3 3 6

Fuglafjarðar 1591 8,95 % 23 4 6 6
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The project is based on case methodology, but includes a rather 

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

As to population development in the selected municipalities, most 
of them have experienced a decline in numbers of inhabitants during the 

 31
 
 
 
 
 
 



period 1995-2000. In the following chapters, the differences between the 
municipalities within each region will be presented in more detail; 
updated population statistics (for the years 2003, 2004) show, in fact, that 
since 2000 there has been an overall tendency towards a stabilization in 
population numbers. 

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

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

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

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

The selection of innovations for a follow-up study in a snowballing 
mode produced 76 processes of innovation for closer scrutiny; in each 
municipality one innovation was selected within the business sector and 
one within the public sector, as well as one civil society innovation (see 
Table 8.1).27 It would have been very difficult, and almost meaningless, 
to standardize an approach to the ‘snowballing’ phase of the research. 
The research teams have been careful to stop at the moment of data 
saturation, if the additional interview does not add more information, and 
have also set a limit in cases where there was literally no end to the 
networking connections.  

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

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

Institutions and Innovations 
 The case of three municipalities in the Faroe Islands 

Martha Mýri and Olga Biskopstø 

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

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

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

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

The Municipal Structure of the Faroe Islands 
When comparing the innovative capacity of Faroese municipalities to that 
of other municipalities in larger Nordic countries, it is important to rec-
ognize the significance of the municipal structure of the Faroe Islands as 
a whole. The Faroe Islands currently consist of 48 municipalities,1 vary-
ing in size from only 20 inhabitants to around 18,500 inhabitants. The 
municipalities are spread over the country. The three selected municipali-
ties in this project are highlighted in the map below. 
 

 
The Northern parts of the Faroe Islands, indicating the localisation of 
Fuglafjørður, Gøta and Leirvík. 
 

                                                      
1 Since the 2000 municipal elections, several municipalities have amalgamated 
voluntarily. Therefore, the number of municipalities in the 2004 municipal elec-
tions decreased to approx. 35 municipalities. 
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The table below further emphasizes the small size of the Faroese munici-
palities: 29 of the 48 municipalities have fewer than 500 inhabitants. 
 
Table 2.1: Population by size groups, 2003. Source: Hagstovan Føroyar. 
 

Population Number of 
municipalities

20-199 17
200-499 12
500-999 8

1.000-1.999 8
2.000-4.999 2

< 5.000 1

The Faroese municipalities are also small in a Nordic context, as 
table 2.2 (below) shows. 
 
Table 2.2: Size of Municipalities in the Nordic Countries.  
Source: Statistics Faroe Islands, 2001 in Holm and Mortensen, Forthcoming. 
 

Number of 
inhabitants

Number of 
municipalities

Mean population 
in the 

muncipalities*

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

Faroe Islands 46.000 48 1000*

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

 
 The positive side of this is that there are easy channels of com-
munication between the municipal authorities and the local people. How-
ever, this also means that the financial and administrative capacities are 
very limited. In turn, many municipalities complain about the unclear 
division of responsibilities between the central administration and the 
municipal institution. Below some of the most important areas that the 
Faroese municipalities are responsible for according to law are listed. 
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Protection services: fire fighting service and consumer protection 
(food control). 
Environmental services: environmental control, local roads and 
planning. 
Personal services: child- and daycare, housing/planning and cer-
tain areas of the education, health and social services. 
Recreational services: sports facilities, museums, libraries and 
other cultural facilities. 
Commercial and promotional services: the physical infrastructure 
and local economic affairs. 

 
Source: Holm and Mortensen, forthcoming. 

 
These services are financed through municipal taxes and limited 

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

It is also important to mention their small administrative capacity. 
Data from 1997 shows that fourteen of the 48 municipalities do not em-
ploy a secretary, and many of the 48 municipality offices are open for 
only a few hours a week.2 This changed with the 2000 municipal law, 
which demands that mayors in municipalities with more than 500 inhabi-
tants be employed as mayors on a half- or full-time basis. 

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

Three municipalities in profile 
Fuglafjørður, Gøta and Leirvík are all neighbouring municipalities, situ-
ated on the eastern side of Eysturoy. As shown in the map (above), Fug-
lafjørður is the municipality to the north, Gøta is the one inbetween, and 
Leirvík is furthest to the south. Fuglafjørður is almost twice the size of 
Gøta and Leirvík separately, but together they are larger than Fug-
lafjørður, which makes for a good balance of co-operation between the 
three villages. 

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

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

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

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

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

The prospects for population stability and growth are good. 
Though there are some problems with housing facilities, there are good 
childcare services. The work opportunities are also relatively good, and 
will become even better for women when the old people’s homes in Gøta 
and Leirvík open in 2004. The area is well located geographically, which 
means that there are good travel opportunities (one hour by car) to the 
capital Tórshavn, where most of the public sector administration is lo-
cated. The area also provides good leisure opportunities, with relatively 
good indoor and outdoor sports facilities, an arts centre, a sports hall, two 
swimming pools, three football pitches, several sports organizations, 
scouts, choirs, music bands, churches, etc.  
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Unemployment 
There is no data on unemployment rates for the municipalities before 
1993. However, unemployment as a concept was not common in the 
Faroes prior to 1990. The Faroese factories even had to import a work-
force in the 1980s. The effects of the economic crisis in the 1990s are 
very visible when looking at unemployment levels. As shown in Figure 
2.2 (below), unemployment in these municipalities peaked in December 
1993, and then gradually decreased, leaving virtually no unemployment 
in these three municipalities. However, it is not known what impact the 
current crises within the salmon farming industry will have on the level 
of unemployment.  
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Figure 2.2: Unemployment in Fuglafjørður, Gøta and Leirvík, 1993-2001. 
Source: Hagstova Føroya  
 
 The changes in the unemployment level of these three munici-
palities reflect the situation in the Faroe Islands as a whole. Figure 2.2 
shows that the effects of the economic crisis were not as dramatic in Gøta 
as in Fuglafjørð and Leirvík, partly due to a more varied business struc-
ture in Gøta. The relatively short-term effects of the economic crisis are 
primarily the result of good fish catches in the late 1990s, but they also 
reflect flexibility and an ability to adapt to new circumstances. 

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

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

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

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

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

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

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

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

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

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

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

Business 
sector

Public 
service 
sector

Civil society 
sector

Fuglafjörður Viking fish 
protein

Bus route Arts centre

Gøta Normek Old people's 
home

Grót

Leirvík Faroe Marine 
Products

Old people's 
home

Old school

Types of innovations

 
Three innovations were selected from each village, representing 

the three sectors. Within the business sector, we selected two advanced 
fish processing companies and one service-orientated company. Within 
the public sector, the old people’s homes in Gøta and Leirvík were se-
lected, as well as the bus route between Kambsdal and Fuglafjørð. In the 
civil society sector, the innovations selected are all within the sphere of 
the cultural economy.  

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

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

As in the Faroe Islands in general, religion is important. The Lu-
theran State Church is dominant in Fuglafjørður. However, there is also a 
strong Brethren community.  

Culturally, Fuglafjørður is well-known for the quality of its musi-
cians and artists. The arts centre is important, not only for Fuglafjørður 
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but for the whole region, and is the only arts centre that is comparable 
with the Nordic House in Tórshavn. 

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

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

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

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

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

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

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

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

Bus Route 
This is an innovation within the sphere of soft social services. It is the 
result of a local demand in Kambsdal for better and safer travel services 
between Kambsdal and Fuglafjørður.  

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Gøta has a strong and varied business structure, where local entre-
preneurs have played a vital role in the innovations. 
Normek 
Normek is a mechanical workshop offering a fairly broad range of repair 
and maintenance services for e.g. ships and heavy goods vehicles, cranes 
and equipment for the fish farming industry. 

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

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

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

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

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

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

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

The network around this innovation is identical to that in Leirvík. 
The municipal authority has primarily acted as a facilitator in re-

sponse to a local demand. However, the municipal institution is a co-
ordinator of plans to expand the project to include sheltered housing. 

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

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

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

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

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

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

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

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

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

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

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

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

Leirvík 
Leirvík is the smallest of the three municipalities. Geographically, it is an 
important link between the Northern Islands and the mainland. A tunnel 
is currently being drilled and is scheduled to open in August 2006;3 it is 
believed that this could have a positive effect on Leirvík. 

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

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

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

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

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

                                                      
3 The tunnel will run under the fjord, connecting Leirvík to Klaksvík, the Faroes’ 
second largest town with approx. 4,800 inhabitants. 
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The company placed their production in Leirvík because there was 
a plant available, which had formerly produced fish oil, and the incinera-
tor would supply heat at a relatively low cost. The municipal authorities 
have had two roles in this innovation. Firstly, they have been facilitators 
but secondly, they have been an obstacle in the expansion of this busi-
ness. The company has plans to expand the business, but in their inter-
view they referred to a lack of co-operation on the part of the municipal 
authorities. 

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

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

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

This innovation is a result of a complex network between: 

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

• Those who try to influence the municipal authorities.  
• The local community network, consisting of individuals and 

the local association for older people. 
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• Nurses, care assistants and the regional manager for care of 
the elderly.  

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

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

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

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

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

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

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

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

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

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

Summary 
As in Fuglafjørður the cases highlight the importance of social capital in 
realizing these innovations. 

In all cases, the initiators came from below the institutional level. 
In the business sphere, the initiator was external, whilst in the civic 

and public spheres the initiators were local. 
The municipal authority has fulfilled different roles in different in-

stances, but these have all been rather passive.  

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

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

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

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

Innovations within the civil society sector were also clearly stimu-
lated below the level of the municipal institution. Again, the municipal 
institutions had no role in the initiating stage, but as the importance of the 
innovations increased in the local community, the role of the municipal 
institutions became more important. In one case it changed from no role 
to a ‘Fan Club’, in another case from no role to ‘Facilitator’, and in a 
third case from no role to a ‘Partner’. Resistance from the local commu-
nity seems to be the important barrier to cross for innovations within the 

 58



civil society. The municipal authorities also seem to reflect resistance 
from the local community. When we are concerned with the topic of ‘in-
novations’ this usually means that we are dealing with something that is 
unconventional, in a local setting. Therefore, entrepreneurs are often seen 
as disruptive of the conventional norms and networks within the local 
community. In the second round of interviews, several participants 
stressed that they did not think it was easy to be innovative, because ‘you 
had to prove yourself’ to the whole community before gaining support 
from the municipal organization. These participants stressed that once 
you had ‘proven yourself’, the authorities had been very supportive. This 
again reflects the importance of the ‘political will’ that is embedded in 
the will of the majority of the local people.  

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

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

It is not yet appropriate to describe institutions as the node in local 
development, although their importance should not be underestimated. 
Municipal institutions, as well as the local community, may act as a bar-
rier to innovation. Innovations may also be stimulated at a local, as well 
as an institutional level. The above cases confirm that innovations are 
primarily dependent on persons, politics and localities, and therefore the 
role of the municipal institutions remains secondary. However, the busi-
ness coffee mornings arranged by the municipal institution in Fug-
lafjørður could be an important move in changing the role of municipal 
institutions, by becoming an important node in local development. The 
current developments within the municipal structure of the Faroe Islands, 
where we are witnessing amalgamations into larger entities, could also 
represent an important move in this direction, since this will strengthen 
the financial and administrative capacity of the municipalities. 
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Data collection 
For this study, we used quantitative data from the Faroese statistical of-
fice, ‘Hagstova Føroya’, to support our developmental analysis of the 
area. We used qualitative data for the main part of the study. The data 
collection was organized in two rounds of indepth semi-structured inter-
views with twenty representatives from the municipal institutions and the 
local communities.  

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

The Role of Municipalities in Innovation 
 Innovations in three sectors of society in two 

municipalities in Iceland 

Unnur Dís Skaptadóttir and Gunnar Þór Jóhannesson 

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

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

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

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

The municipality of Ísafjarðarbær is located in the north-western 
part of Iceland, in the West Fjords peninsula. The largest town in the mu-
nicipality is Ísafjörður, which is the administration centre for the whole 
region of West Fjords. The municipality is the result of an amalgamation 
of the town of Ísafjörður, three smaller villages and two districts, which 
took place in 1996 (Bendiktsson & Skaptadóttir, 2002).  
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The municipality of Ísafjarðarbær 
 

As at 1 December 2002, there were 4,153 inhabitants in the mu-
nicipality, of which approx. 3,200 live in Ísafjörður (Statistics Iceland, 
2002a; Ísafjarðarbær, 2003b). The population in the villages of Flateyri 
and Suðureyri is approx. 300 in each, and approx. 350 in Þingeyri. The 
remaining people in the municipality live on farms in the rural areas 
(Ísafjarðarbær, 2003b). The area of the municipality is 2416 km². 
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Figure 3.1: The population development in the municipality of Ísafjarðarbær and 
Ísafjörður town 1950 – 2002 (Statistics Iceland, 1997, 2002b). 
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Figure 3.1 shows that since the mid-1980s the population of the 
villages in the municipality has generally been declining. The population 
of Ísafjörður has been more stable, but since the mid-1990s it has experi-
enced a slow but steady decline (Bendiktsson & Skaptadóttir, 2002; Sta-
tistics Iceland, 2002a).  

The municipality of Hornafjörður is the result of an amalgamation 
of five rural communities with the town of Höfn. It has a population of 
2,332 (as at 1 December 2002), of which 1,763 live in the town of Höfn 
(Statistics Iceland, 2002). The Municipality stretches from Lón in the east 
to Öræfi in the west, covering a 200 km strip of land on the south-east 
side of the ice cap of Vatnajökull (see map below). The municipality is 
thus geographically very large, covering an area of 6,317 km². Adminis-
tratively, it belongs to the East Fjords region, but does not play such a 
central role in this region as Ísafjarðarbær plays in the West Fjords re-
gion.  
 

 
The municipality of Hornafjörður 
 

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

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

In spite of the economic transformations taking place in these mu-
nicipalities, very little unemployment is to be found. Proportionally, un-
employment has been below 3% in both municipalities during the period 
2000-2003. This may be a result of the fact that people look for jobs 
elsewhere in Iceland; although there has been net out-migration in 
Ísafjarðarbær, people have also been moving there to work. A substantial 
number of the people moving to the municipalities are immigrants com-
ing to work in the fisheries. Many of those moving away are young peo-
ple. The municipal authorities in Ísafjarðarbær have taken action to find 
out why young people move away. A study (Eiríksson 2003) shows that 
most move for reasons of higher education, and that many would think 
seriously of moving back if they could find employment suitable to their 
education and wage demands. 
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The research work and the selection of innovations 
Interviews were used primarily to collect data for this study. The first 
round of interviews was carried out in May-June 2003. Two days were 
spent in each municipality. Round-table or focus group interviews were 
conducted with the central leadership in each municipality.1 Five inter-
views were conducted in Ísafjarðarbær with representatives of firms and 
institutions. In Hornafjörður, four interviews were conducted with actors 
other than the central authorities. The gender composition of the infor-
mants was fairly even. In Ísafjarðarbær we interviewed five men and six 
women, and in Hornafjörður the number was even: four and four.  

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

Municipality A: Ísafjarðarbær 
Fisheries have been the backbone of the towns and villages of the West 
Fjords, and the town of Ísafjörður and villages that make up the munici-
                                                      
1 In Ísafjörður the group consisted of the mayor, the chairman of the cultural 
committee, the CEO of the School and Family Office, a representative from the 
political minority and the development officer of the municipality. In Hor-
nafjörður the group consisted of the chairman of the employment committee, the 
CEO of administration, a representative from the political minority and a mem-
ber of the town council.  
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pality of Ísafjarðarbær are no exception. Their inhabitants have had to 
cope with wide-ranging transformation in the fisheries sector in Iceland. 
The changes are the result of various factors, such as a market-oriented 
quota system and new production technologies.2 The West Fjords have 
lost a proportionally greater part of the quota than has any other region in 
Iceland, a fact that often comes up in discussion with local people when 
talking about the strengths and weaknesses of the region (Bendiktsson & 
Skaptadóttir, 2002; Haraldsson, 2001).  

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

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

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

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

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

First, a few of the basic strengths: 

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

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

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

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

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

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

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

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

• The need for a ‘trawler’. Ísafjarðarbær needs some kind of 
ballast in the local economy, something that can support eco-
nomic development in general. The fisheries have been this 
kind of ‘trawler’, but since they are decreasing in both scale 
and importance the area needs something else on which to 
rely.  
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Innovations in Ísafjarðarbær 
In Ísafjarðarbær, seventeen firms and projects were mentioned in one way 
or another as innovations.3 Approximately six of them may be grouped in 
the business sector, one in the public service sector and two in the cul-
tural sector. The remaining projects/firms may be grouped in two or all of 
the sectors.4 The projects/firms that were chosen in Ísafjarðarbær are di-
verse. They are: Snerpa, a computer and Internet service; the School and 
Family Office of the municipality of Ísafjarðarbær; and the West Fjords 
Multicultural and Information Centre. 

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

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

                                                      
3 People were not asked to list all innovations that they could think of, only the 
ones they thought of as important or promising for the municipality. Appendix 1 
provides a list of all the innovations mentioned. 
4Three projects/firms may be said to be a mixture of culture and business, a fur-
ther three are a mixture of culture and public service sector and two are inbe-
tween the public service and business sectors.  
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In the beginning Snerpa received no direct support from the mu-
nicipality, but there were no barriers from them either. The municipality 
has supported Snerpa indirectly by buying services from them, but that is 
only because the price is reasonable. The role of the municipality may be 
described as being an ‘Audience’. In addition, Snerpa has received sup-
port for some of the innovation projects, e.g. from the Icelandic Research 
Council.  

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

Marketing can also be difficult for such a small firm. Networking 
has played an important part in marketing Snerpa products. Snerpa has 
taken part in CeBIT5 twice, which has paid off with regard to the market-
ing of the Infilter system, and has co-operated with a firm in Reykjavík 
that specialises in ICT services to the fisheries, in order to market the In-
mobile web-mail system. More personal and/or informal networks are 
also important, for example in relations with the municipality. One of the 
founders of Snerpa is a member of the employment committee of the mu-
nicipality, and thereby has a direct connection with the municipal admini-
stration.  

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

Snerpa provides jobs that require higher education, which is impor-
tant for the municipality. It is, moreover, important for the municipality 
and the community as a whole to have a firm that provides an ICT service 
locally. It is also important that Snerpa has been a leading actor in various 
developments with regard to ICT and its use, not least when it comes to 
the specific needs of “peripheral” areas, as was the case with the original 
idea of an e-mail service. 
 
                                                      
5 CeBIT is the largest and most comprehensive ICT tradeshow in the world, 
playing host to over 6,000 exhibitors and 560,000 attendees in 27 exhibition 
halls 
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Public service sector: The School and Family Office of the municipality 
of Ísafjarðarbær 
The School and Family Office was established within the municipal ad-
ministration or public service system in the year 2000. It manages all the 
school and social welfare services in the municipality and sells specialist 
services in different fields to other neighbouring municipalities. Different 
institutes provided these services before, so the merger involved a great 
deal of administrative restructuring. It revolves around the education ser-
vices (kindergarten and primary schools) and social welfare services for 
all age groups. When the office was formally started, only one manager 
was hired, but today it has more than nine employees, some of whom 
hold part-time jobs.  

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

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

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

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

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

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

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

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

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

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

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

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

Strengths and weaknesses 
As in Ísafjarðarbær, informants were asked to mention some of the main 
strengths and weaknesses of the municipality in general. Some of the 
main strengths mentioned were: 

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

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

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

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

Similarly, people mentioned various basic barriers: 

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

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

• The need for a ‘factory’. In a similar way to Ísafjarðarbær 
(where the ‘factory’ was called a ‘trawler’), people noted that 
the economy needed stabilization. One big company that does 
not have the seasonal fluctuation of the fisheries is required to 
balance the economy.  

• The downside of the entrepreneurial spirit is a weakness some 
people mentioned, that it can be hard to mobilize people to 
work towards a common goal. 

• The lack of education on the part of the population and the 
lack of educational possibilities in the municipality.  

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

A common weakness in the municipalities, according to our infor-
mants from the central authorities, is the lack of ballast in the local econ-
omy. In Ísafjarðarbær people said they missed a ‘trawler’ in the local 
economy, whilst in Hornafjörður the metaphor of a ‘factory’ was used. 
The way in which both municipalities have played a role in innovation 
processes may be seen as a means of facilitating the emergence of such a 
‘factory/trawler’ from local resources, in the form of knowledge and hu-
man capital. Altogether, this highlights the understanding that working on 
creating a viable environment for innovations, and improving general 
living conditions for the inhabitants, are part and parcel of the same proc-
ess or, better, the same coping strategy.  
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Appendix 1 
A list of all the innovations mentioned in the interviews. 
 
Ísafjarðarbær 
Sindraberg: an old shrimp factory, now used for the production of fresh 
sushi dishes.  
3X-Stál: manufacturer of seafood and shrimp-processing equipment.  
Póls: manufacturer of computerized weighing machines.  
Cod farming: the cod farming itself takes place in other municipalities, 
but some people from Ísafjarðarbær are involved.  
The School and Family Office: discussed above. 
The Westfjord Development Agency: a regional development office.  
The Westfjord Development Centre: a place/forum where different firms 
and institutes are located.  
Educational Centre: a state-run project aimed at improving possibilities 
for lifelong learning. 
Snerpa: discussed above. 
Destination Viking – Gísla Saga Súrssonar: a cultural tourism project. 
Vigur: tourist development. 
Distance learning projects. 
Group for craftsmanship. 
Cultural projects: the building of arts centres. 
The West Fjords during the Middle Ages: research into this era, for both 
applied and academic purposes.  
The fisheries: different projects of product development.  
The West Fjords Multicultural and Information Centre: discussed above.  
 
Hornafjörður 
NorðurÍs: uses biotechnology in the processing of marine products. 
The Glacial Centre: a planned centre for both academic and public pur-
poses. 
Nýheimar: discussed above. 
The Cultural Centre of Hornafjörður: discussed above. 
Jökulsárlón: tourist development around the glacial lagoon in Öræfi.  
Þórbergsstofa: a tourist development and research project based on the 
life of Þórbergur Þórðarson, a writer who was born in Öræfi. 
Arctic char farming: located on a few farms in the municipality.  
The fish market. 
Galdur: discussed above. 
The national park of Vatnajökull: this project is on hold at the moment, 
because of unresolved issues regarding the ownership of the highlands.  
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Bird-watching centre: located at Höfn. 
Lónsöræfi: this is an area east of Höfn. It is being developed as a hiking 
paradise and all vehicular traffic is forbidden.  
The building of a gym at Höfn.  
Moviemaking: the landscape in Hornafjörður is popular as a background 
for music videos, commercials and movies.  
Trial projects in public service: the municipality of Hornafjörður has been 
active in taking part in trial projects where municipalities have taken over 
some of aspects of service that the state used to provide.  
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Chapter 4  

Innovative Approaches and Global Constraints 
 The case of two Lofoten municipalities 

Asbjørn Røiseland and Brynhild Granås 

Introduction: The Lofoten municipalities of Røst and 
Vestvågøy 
The very small island of Røst (11 km²) is located in the south of the 
Lofoten islands. The island and its small population are, in some respects, 
isolated from the world outside. It takes three hours to travel to the 
neighbouring island to the north-east by ferry, and six hours to reach the 
mainland and the county centre of Bodø. In other respects, Røst is 
centrally located in the middle of some of the most important Norwegian 
fishing fields, and daily flights from the airport connect the community 
with the mainland. The current 617 inhabitants of Røst are mostly 
employed within one of the six local fish processing companies that 
constitute Røst Producers’ Association. The members of the association 
have a total annual turnover of 350-500 million NOK, mainly based 
exporting dry cod to Italy. These activities have been going on for more 
than a thousand years.  

Further north, on the Lofoten island of Vestvågøy (421 km²), we 
find the municipality of Vestvågøy, with a total population of more than 
10,000. The main road (E10) runs through the whole island, connecting 
Vestvågøy to neighbouring islands in the east and west. The western road 
connects Vestvågøy to Bodø by ferry. The Hurtigrute (coastal steamer) 
arrives twice a day. There are also daily air connections to Bodø. Tall 
mountains, so characteristic of the Lofoten region, dominate the south-
west and north-east parts of the island. Inbetween, extensive agricultural 
production takes place in a broad valley, ending in the south at the 
municipal centre of Leknes. This is one of the largest villages of 
Vestvågøy, together with Stamsund, Ballstad and Gravdal; all four are 
situated on the southern coast of the island.  
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The Lofoten Region and the surrounding area, indicating the localisation of Røst 
and Vestvågøy 

Similarities and Differences in Challenges  
While Vestvågøy has become the largest of the six Lofoten 
municipalities, in terms of the number of inhabitants, Røst is the smallest. 
Common factors between the two are their dependence on the fish 
industry, their constant struggle to secure welfare state services and 
employment for their inhabitants, and their long-term politicking to 
maintain and improve communications and secure the welfare of their 
inhabitants.  
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Table 4.1: Selected statistical data about Røst and Vestvågøy. Source: Statistics 
Norway. 

Røst Vestvågøy

Population 2004 617 10 813
0-17 years, population % 25 % 25 %
Employed, 16-74 years, population % 74 % 66 %
Gross income per capita (17 years and 
above)

NOK 228.200 NOK 201.400

Primary industry 23.1% 13.7%

Secondary industry 29.3% 15.5%
Service industry 47.7% 70.8%
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However, the two municipalities also face different challenges. The 

homogenous structure of the industry on Røst, where more than half the 
employed population is linked to primary and secondary industry (mainly 
fishing and fish processing) differs from that of Vestvågøy. Vestvågøy 
has a more heterogeneous economic structure that also includes 
agricultural industry, and more than 70% of the population is employed 
in the service industries, mainly in the public sector.  

All in all, the municipality of Røst is even more vulnerable to 
external processes, due to national and international fishery policies and 
changes relating to the markets and technology.  

The sense of identification with the Lofoten region is strong within 
Vestvågøy, though the community is also involved in the well-known 
internal competition between the municipalities of the region, with the 
aim of gaining a larger share of economic resources, amongst others the 
growing tourist trade. For Røst, the geographical context implies a 
stronger connection to the mainland, rather than to Lofoten; this is related 
to the dominance of car and aircraft communications, and to the 
organization and commercialization of public transport. 

The municipality of Vestvågøy has recently been re-organized, 
levelling the administrative structure and replacing the former position of 
‘chief executive officer of trade and industry’ with a more general 
‘development unit’ and its leader. This unit, together with the chief 
municipal executive and his assistant, has a responsibility for the 
municipal management of industrial development.  

The much smaller administrative staff at the municipality of Røst 
consists of less specialized job positions, with the mayor and the chief 
municipal executive as main actors in the management of industrial 
development. Røst has for a long time been a relatively rich municipality. 
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At the beginning of the 1990s they still saw the need for better control of 
expenses that were ever-expanding at that time. A restructuring of the 
municipality into today’s organizational model was implemented in 1995, 
on the advice of external consultants. The same consultancy company is 
involved in a new process of restructuring, taking place in 2004. The 
economy of the municipality has been satisfactory for the last few years, 
but capital stocks are reduced, at the same time as national basic transfers 
to Røst are constantly getting lower, and consequently a need is perceived 
for the further control of municipal expenditure.  
 
Table 4.2: Røst and Vestvågøy´s population over the past twenty years. Figures 
from Statistics Norway.  
 
Population Røst Vestvågøy 
1980 813 11,111 
1985 743 10,846 
1990 631 10,547 
1995 693 10,791 
2000 666 10,750 
2004 617 10,813 
 

Over the past twenty years the number of inhabitants has been 
fairly stable within both municipalities. Table 4.2, above, shows how the 
two populations have developed over the past 24 years. The population of 
Røst has declined from 813 in 1980 to 617 at present, a decline of no less 
than 24%. The population of Vestvågøy has been more stable over the 
years, declining no more than 2.7% from 1980 until today. 

As may be seen in Table 4.3, below, the unemployment rate is still 
high in Vestvågøy compared to the national and regional (Nordland) rate. 
While the unemployment rate for Norway in 2001 was 3.7%, the rates for 
Røst and Vestvågøy were 2.8% and 7.0% respectively. Employment 
increased by 3.1% (Røst) and 4.5% (Vestvågøy) between 1994 and 1999, 
but this increase should be regarded as moderate, compared to the 
national level (14.5%).  
Table 4.3: Unemployment in Røst and Vestvågøy. Source: Hanell, Aalbu and 
Neubauer 2002. 

 Unemployment rate 
(%), average 1998-
2000 

Unemployment rate 
(%), April 2001 

Change in 
employment (%), 
1994-1999 

Røst 4.3 2.8 3.1 
Vestvågøy 5.9 7.0 4.5 
Nordland County 4.5 4.7 4.8 
Norway 3.5 3.7 14.5 
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Procedures in data collection 
This study is based on information collected from group interviews, 
individual interviews, statistics, documents and literature. Most 
interviews were carried out face-to-face during the course of two visits to 
Røst and Vestvågøy in the autumn of 2003. Some were made by 
telephone during the winter of 2004. All together, nine people (including 
two women) were interviewed at Røst and nine people (including one 
woman) in Vestvågøy. A snowballing technique was used to select 
informants, starting with a focus group interview of the administrative 
and political leadership of the municipalities. 

The interviews began with questions about the general situation in 
the municipality and the main challenges faced by the municipality and 
the locality. The second phase of the interview included questions 
concerning what the respondents regarded as important innovations over 
the past ten years.  

The group interviews produced a number of innovations, from 
which the selection of innovations to be followed up was made (see Table 
4.4). Probably none of these innovations belongs to just one category in 
the scheme below. We believe most of them to be a mixture, containing 
business, public and civil elements. The main criterion used for 
categorization in Table 4.4 was the sector in which the first initiative was 
taken. 

 
Table 4.4: Number of innovations, distributed over three sectors, within Røst and 
Vestvågøy. Data gathered from group interviews with the administrative and 
political leadership of each municipality. 

 

Business Public Civil Total

Røst 4 3 4
Vestvågøy 4 5 2

11
11

In these settings, we shall shortly examine how factors concerning 
the representation of different social categories may influence the data 
collection. Examples of relevant social categories in this case are gender, 
age/generation and class. Starting with a focus group made up of 
members of the municipal leadership implies that the perspectives of this 
group give direction to the master sample of innovation and subsequent 
snowballing. To give an example: on Røst two of the nine informants are 
women, none is below 30 years of age and none represents any category 
other than the municipal leadership and members of the Producers' 
Association. As for Vestvågøy, one of the nine informants is female, 
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none is below 30 years of age and only people occupying leading 
positions within the municipality and industry have been interviewed. 
Therefore, this data does not reflect how other social groups, e.g. the 
younger generation, ordinary employees within the municipality or 
fisheries, or young mothers in Røst and Vestvågøy may perceive their 
community and its important innovative elements differently. On the one 
hand, this reflection clarifies the limitations regarding aspects of the 
communities that may and may not be discussed, based on this data 
collection. On the other hand, the methodological approach may 
nevertheless be justified, since it reflects a de facto composition of 
municipal and industrial leadership regarding the social categories 
mentioned.  

Selecting innovations: Transformative processes with global aspects 
Six innovation processes, three within each municipality (see Table 4.5), 
will be analysed further here. All six innovations have been chosen on the 
basis of their transformative qualities; they may be seen as processes 
interacting with processes that have a global range, but at the same time 
they constitute a transformative logic within the locality where they take 
place. The selection is made in accordance with the delimitation of the 
innovation concept developed within the comparative research project, of 
which this research is part, describing innovations as ‘…the process of 
new solutions to local problems, as responses to the transformation of a 
globalising and increasingly knowledge-based economy’. By ‘processes 
with a global range’, we refer to the phenomenon of ‘… the 
interconnectedness of the world as a whole…’ (Robertson 2001: 461). 
Among the processes referred to are global changes within economy, 
technology, political management regimes, knowledge and culture.  

Further, innovations are here described as “…new practices 
creating better conditions for living/new jobs/economic activity in the 
localities selected.”  The selection is also adjusted to take into account the 
importance of the innovations expressed in the group interviews, a 
criterion underpinning a bottom-up approach to the research project as a 
whole. 
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Table 4.5: Innovations selected for follow-up studies, based on the priorities 
expressed in group interviews with the political and administrative leadership of 
each municipality. 

 
Røst Vestvågøy

Cod farming Poseidon
New hotel Lofoten Products

Public Viking Museum
Civil Sandrigo

Business

 
 

During the analysis of the six innovations, we shall show that the 
categorization of the innovations within certain sectors is a simplification, 
because there are strong connections between public sector and civil 
society, as we shall see in the cases of the Sandrigo co-operation and the 
Viking Museum. Due to the ‘transformative’ criterion, only two 
innovations outside the business sector were selected. However, the 
public sector and civil society innovations, which were scanned in the 
first phase of the study, did not fully meet this criterion.  

An extensive presentation will be given of each innovation process, 
stressing its history and the actors and networks involved, both locally 
and externally, together with the role of the municipality. Finally a 
discussion will follow, pointing to the different strategies pursued while 
coping with challenges within the municipalities. Our analysis suggests a 
relationship between specific contextual explanatory factors framing the 
setting of the innovation process, on the one hand and, on the other hand, 
the role of the municipality in this process.  

Vestvågøy: High-Tech industry, viking history and marine food 
production 
Poseidon – Computer-based maritime training systems 
The process and its networking aspects 
Poseidon, located at Leknes, is an ICT production innovation, producing 
computer-based training systems for the maritime sector. At the 
beginning of the 1980s a former naval officer, then teaching at a maritime 
school in the south of Norway, had the idea of developing a simple 
computer-based training package (CBT) to support navigation 
instruction. With the use of simple, self-educated programming he 
developed a CBT. A teacher at the maritime school in Vestvågøy took an 
interest in the product and invited him to Vestvågøy. Together they 
established the Poseidon firm at Leknes in 1988.  
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A subsidy of 150.000 NOK towards start-up costs from the 
national fund for the economic support of development projects in the 
Norwegian periphery, Distriktenes utbyggingsfond, was not enough to 
get the company going. In 1989 Poseidon started a co-operation with 
consultant Bjarne Pedersen at Nordland Consulting Services. Pedersen 
had recently returned to Vestvågøy, trying to make a living in a locality 
that offered very few jobs for academically skilled persons. Today the 
founders of Poseidon have both left the business. Pedersen has been the 
managing director since 1994 and sole owner of the company since 1998.  

Pedersen brought competence in marketing and business thinking 
to the project, while the newly-arrived teacher was the entrepreneur and 
had the pedagogic skills. During the first years Poseidon had to base 
several priorities for a future market on many unpredictable premises that 
were dependent on the global development of technology within the 
sector. Having started with radar instruments, the company was now 
looking for network solutions (i.e. multi-player modus). They also altered 
their market strategy, heading for the international market with this 
relatively niche characteristic product. Another priority was to opt for a 
then-controversial but now universal PC-based system. In 1992 the first 
version of Poseidon's product was ready. In 1995 the company decided to 
develop radio/communication simulators, which differ from radar 
simulators, to make the product even more competitive on the global 
market and prepare for a future global satellite/radio-based emergency 
system.  

Another important challenge was to bring financing to the project 
through further public funding sources. Pedersen gives credit to NT-
programmet (Nyskapnings- og teknologiprogrammet i Nord-Norge), a 
public programme for innovation and technology development in 
Northern Norway. NT has supported Poseidon on several occasions and 
has acted as an ‘intelligent’ partner with highly qualified personnel who 
have made demands on Poseidon,but at the same time given the company 
access to a network of know-how and expertise of great strategic 
importance for the development of their activities. In addition to this, 
Poseidon has benefited from the competence environment connected to 
the local coastal radio in Vågan, the neighbouring Lofoten municipality. 

Throughout, Poseidon has been highly dependent on decisions 
made at a national level, as access to the global market has been 
dependent on national approval of their educational product. On several 
occasions they have been in conflict with governmental certificating 
authorities. Pedersen has the impression that these authorities were 
prejudiced about the competence of this peripherally-located company 
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and he maintains in addition that the central authorities supported the 
interests of a powerful competitor in the south of Norway. In spite of 
these obstacles, however, the case went in Poseidon’s favour. Pedersen 
describes their life within a global competition market as a ‘guerrilla 
war’, with Poseidon fighting against three giant companies: the 
Norwegian company mentioned above, a Russian company and a German 
company.  

Several sources claim that the main factor motivating this business 
within Vestvågøy has been to create interesting jobs for academically 
skilled persons outside the public sector. Though it may be said that 
Vestvågøy has many advantages, they are not necessarily advantages 
when it comes to running a business like this. Other sources also stress 
the distant market relations as a principal challenge for companies like 
Poseidon: businesses that relate to non-regional markets, which are also 
open for long-term global competitive and economically lucrative 
business. It has been a challenge to find qualified programmers who are 
willing to live and work in Vestvågøy. For strategic reasons, the company 
is dependent on having a certain core competence located there. Although 
one might say that Poseidon is located in Vestvågøy by chance, the 
region constitutes a cultural context, with its long tradition within the 
maritime sector, including the tradition of recruiting young men as 
seamen in international navigation. However, the fishery school at 
Vestvågøy is not reckoned to have been of any specific importance in 
developing Poseidon, as distinct from the maritime college in Tromsø, 
which has been an extremely important prop and mainstay for years. 

In order to strengthen the solidity of Poseidon, another strategy has 
been to support related activities regionally, as a way of securing the 
access of competence and sub-contractors to the region. This strategy has 
been realized through an involvement in the development of an industrial 
co-location project in Vestvågøy, and through other nodes of similar co-
locations within the region. All in all, Pedersen perceives the need for an 
increased participation and interest from the municipality in developing 
competence and knowledge-based activities in order to meet the future 
challenges of the region. This is one reason why Poseidon is also engaged 
in an adult learning project in Vestvågøy, a company that Pedersen 
describes as “the most important one for the Lofoten region” and, in the 
future, a possible ‘University of Lofoten’. 
The role of the municipality 
The managing director describes the role of the municipality in the 
development of the company as being of small importance. At an early 
stage, Poseidon was granted a loan of 100.000 NOK, but otherwise the 
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municipality has not played the role of door-opener or supporter. During 
its first years in business, Poseidon used its own networks when 
negotiating with national authorities, according to Pedersen. Other 
sources reveal several financial contributions from the municipality 
during the first years, but the detailed facts concerning this relationship 
are not easily obtainable and would require a further, in-depth study of 
the process. Pedersen’s general impression is nevertheless that the 
interest of the municipality has been in supporting the development of 
local primary industry, and later secondary industry, whilst activities such 
as Poseidon’s are beyond the range of their interest and competence. One 
episode, confirmed by several informants, concerns the negative 
relationship that developed between the municipality and the company 
when, according to Pedersen, the municipality prioritized the interests of 
another local company when selling the offices where Poseidon is 
situated. Similarly, we were told that the municipality has thwarted 
Poseidon's interests in the development of a co-location arena for local 
industries. Nevertheless, informants claim that the relationship has 
become more positive recently; this is also reflected by the fact that the 
municipality now makes use of the services of Poseidon Consulting, a 
subsidiary of the Poseidon company. 
Outcomes 
Over the past ten years Poseidon has become a leading supplier of PC-
based GMDSS networked simulators and educational materials, and now 
employs 27 key personnel (23 based in Norway and four in the 
Philippines) in their wholly-owned companies. The total annual turnover 
is approx. 35 million NOK. In addition to selling simulator solutions, the 
company runs centers for maritime training, with one subsidiary company 
in Manila and a joint venture project in Jakarta. These are organized by a 
number of subsidiary companies, with out-sourced staffing, 
developmental and management functions. They include a consulting 
company and a company producing related educational textbooks.  

Lofoten products – Marine food production 
The process and its networking aspects 
In the late 1980s, the high quality production innovation Lofoten 
Delicacies, later to become Lofoten Products, was established. This was a 
difficult period for the fishery industry. The then executive officer at the 
municipality (now at Poseidon) was tired of what he refers to as ‘endless 
speeches’ at the municipal office about the importance of establishing 
fish processing activities in a consumer-ready form, thereby adding value 
to the local fishing industry. He initiated a co-operation with Lofoten 
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Chefs (Lofotkokkene), a group of high-profile chefs at the local fishery 
school, branded under the Lofoten label. With the great benefit of their 
competence, network and reputation, a long period of product 
development culminated in an assortment of six delicacy products, all 
new to the market. The strategy for the new company was to sell products 
of high culinary value to a Nordic market. The development of the 
business was long-winded and bumpy during the first half of the 1990s. 
The main stages in this development included two bankruptcies, three 
changes of location, and changes of product profile, ownership structure 
and name.  

The municipality held the majority of the shares to begin with, but 
withdrew as owners as the business became more stable. Public labour 
market grants were obtained for different projects in the start-up phase, at 
a financially ‘generous’ period of Norwegian labour market policy. The 
ownership structure evolved into a group of locally and regionally rooted 
shareholders. Since Tine (the giant within Norwegian diary industry) 
bought up shares in Lofoten Products, today’s managing director has had 
hopes of facilitating new segments and channels within the market. So far 
this has not happened, partly due to reluctance on the part of the board to 
meet the demand from Tine for majority ownership. This has made Tine 
more of a financial than a strategic owner. According to the managing 
director, today’s ownership balances well between financial and strategic 
investors, and is well rooted locally and within the industry. 

Two different perspectives were presented to us concerning the 
change of ownership structure. One of them points to the negative effects 
of the development, claiming that it led to a turn-around of the product 
profile that was negative in itself. The product changed from delicacies to 
traditional fish products of high quality, i.e. products with a high 
consistency of raw materials, and the name was changed to Lofoten 
Products. This is explained by local and regional investors tending to 
think more traditionally, and a reluctance to tackle non-regional markets 
with new products or take any interest in long-term investments that 
might deliver a better payoff. Another perspective concerning these 
changes describes a situation where the marketing section was under 
considerable pressure at one point and its sales section was expensive to 
run. The first bankruptcy may be explained as a consequence of failed 
attempts to introduce new delicacies to the market. This second 
perspective stresses the positive consequences of local ownership in 
keeping the business within the municipality and depicts the change of 
product profile as positive, in the sense that it gave easier access to the 
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local/regional market, which was important in the phase of establishing a 
business of this kind.  
The role of the municipality 
Our informants describe an ‘industry-friendly’ environment at the 
municipality office during the period of establishment and the first years 
of business, i.e. the late 1980s and early 1990s. The municipality played 
an important role in the start-up of the business, when it held the majority 
of the shares. Their role was also of great importance during the 
company's first years. One important example was when the company 
took over a bigger production plant that had gone bankrupt, and the 
turnover of 7-8 million NOK increased to 30 million NOK within a short 
time. This growth called for capital and the municipality granted a very 
important loan. The then chief executive officer played an important part 
in this process, together with the mayor. As the new managing director 
was his son, the mayor could not be very active in the process; this was 
said to be ‘quite a tricky situation’. 

The withdrawal of the municipality as a majority shareholder was 
welcomed by the managing director, who perceived the municipality as a 
strategic owner and felt it was ‘a bit unnatural’ for the municipality to 
hold on to owner shares within an established business. Nevertheless, in 
his opinion there has been a negative change of attitude and priorities 
within the municipality during the 1990s. The municipality seems to be 
more interested in internal affairs, and his guess is that they would not 
play the same role as they did for Lofoten Products if another, similar 
business were to be established. Others have also described a change of 
heart on the part of the municipal administration during this period. 
Lofoten Products no longer sees the municipality as a supporter when 
facing financial challenges. A preferred strategy for the municipality 
would be to concentrate on becoming an intermediary or door-opener 
between the public funding system and local private business, according 
to the managing director. He also disagrees with the municipal priority 
given to start-up activities, and recommends instead a stronger 
involvement in businesses that are already established.  
Outcomes 
Having re-established the business after several bankruptcies and re-
locations, the company today has an annual turnover of approx. 50 
million NOK. There are 29 people employed at their offices at Leknes, of 
whom 22 are within production. For a long time the company continued 
to make use of the brand names Lofoten Delicacies and Lofoten Chefs 
when marketing their products. Lofoten Products recently changed their 
sales concept and visual profile, and now makes use of the brand Lofoten, 
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with new package and labels. This has been a great success in terms of 
increased turnover, though it has not created any profit yet. The redesign 
is the result of a long process involving a design bureau, made possible 
through financial support from SND, the governmental fund for industry 
development within the periphery, who gave a grant of 300-400.000 
NOK. Although the brand name Lofoten is used, not all the products are 
produced within the Lofoten region. The managing director comments 
upon this and defends such a strategy with their principal aim of being a 
total supplier, saying that not all the products are available within the 
region. At the same time, it is important for the business to make sure that 
the majority of products are produced locally, to ensure that they do not 
undermine the Lofoten brand.  

Lofotr – the Viking Museum at Borg 
The Process, its Networking Aspects and the Role of the Municipality 
The story behind the cultural economy innovation ‘Lofotr – the Viking 
Museum at Borg’ started in the spring of 1983, when a local man, 
ploughing his fields at Borg, Vestvågøy, was surprised to find several 
extraordinary items in the soil. He contacted a local amateur 
archaeologist, who immediately understood the range of the findings and 
contacted archaeologists at the University of Tromsø. Searches during the 
1980s unveiled an archaeological sensation. Slowly, a Viking chieftain's 
farm dating from approx. 500 AD was unveiled, probably the biggest 
house of the Viking Age that has been discovered to date, according to 
the museum's Web presentation. 

In the 1980s, archaeological researchers from all Nordic countries 
came to the fields in Borg to join the work, led by researchers at the 
University of Tromsø. During this period a considerable local enthusiasm 
surrounded the project. Reflecting the ideology of many archaeological 
milieux, local inhabitants were invited on guided tours and seminars were 
arranged jointly with members of the local history association, with the 
local amateur archaeologist as an important driving power.  

It is not clear exactly when or by whom the initiative was taken to 
establish the Viking museum. Some say that the idea of a museum and 
the reconstruction of the chieftain’s farm came from members of the local 
history association and other people from the local area surrounding the 
excavation fields at Borg. Others claim that this idea came up in 
discussions at the municipal hall. But the idea and initiative were local in 
many senses. In addition to this, the engagement of the municipality, 
which had occurred by the end of the 1980s, must be seen in the light of 
the fact that Vestvågøy’s municipal agenda already included the aim of 
strengthening the local tourist industry. Another aspect of the municipal 
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engagement is also the fact that it is partly a formal responsibility of the 
municipal authorities to preserve cultural monuments of this kind.  

An important step was taken in 1991, when the mayor, chief 
executive and executive committee realized the need to give the project a 
better structure and appointed a steering committee for ‘Lofotr – the 
Viking Museum at Borg’. The committee was dominated by municipal 
officers, but also included one politician, one architect and one 
archaeologist.  In 1992 the next mayor and a new executive officer began 
a close co-operation with the steering committee, working out a project 
description and taking the first steps towards funding the museum.  

In 1992, the local council made a quite sensational and unanimous 
decision to give 7 million NOK to the project. It has been claimed that 
this economic priority reflects a certain quality of political life in 
Vestvågøy, characterized by a heterogeneous political structure that calls 
for compromises and joint decisions. Further funding from the county 
was assured by lobbying at this level, also partly by paid consultants. 
History was repeated at county council level, where a unanimous decision 
produced an additional 7 million NOK for the realization of the Viking 
museum.  

The response of the Ministry of Culture was rather tepid at first. 
Our impression is that the work carried out by a whole group of 
politicians representing Nordland County within the Norwegian 
Parliament was a decisive influence at a national level, when the national 
assembly granted their first 1 million NOK in 1991 and decided to 
categorize the museum as a ‘national culture pillar’. But this was a 
process that involved many people and it is not clear who facilitated the 
eventual national funding of the project to the tune of millions. One event 
along the way was the visit by the King and Queen, in 1991, to lay the 
foundation stone of the museum. It should also be mentioned that the first 
mission of the steering committee in Vestvågøy was to reconstruct a 
Viking ship included in the archaeological findings. The ship was built, 
involving both local and external competence, and a ‘friendship 
association’ was responsible for running it. Following a rather difficult 
history concerning this friendship association and the boat itself (at one 
point the boat cracked in two and sank), the ship has now been installed 
in a boathouse at the museum. The Minister of Culture was invited to 
christen the ship, once it had been mended, and this became an 
opportunity to make a positive impression on the minister. It was later in 
that same year that the Norwegian Parliament reached a decision 
concerning the museum, mentioned above. 
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In tandem with the work of rebuilding the ship, the steering 
committee started making plans for the reconstruction of the Viking 
chieftain’s farm. They visited similar Viking tourist sites in Denmark and 
England, and Danish expertise was hired to develop a model. An 
architectural competition was launched for the planning of the museum as 
a whole, with offices, cafeterias, etc. We were told that the model chosen 
was inspired by similar projects in Denmark, but also by the Viking 
attraction in York, being the best-known of its kind in Europe. Craftsmen 
with special competence in traditional crafts were commissioned from 
other areas of Norway and from abroad. As many local craftsmen as 
possible were also used, however, according to one informant. But some 
claim that local expertise could have been used to a much greater extent 
in the construction phase of the project. The museum is now part of an 
international network for professionals within the museum field. This 
network was established through the visits to Denmark and York in the 
planning phase of the project and through participation in several EU-
supported projects, with additional contacts in Iceland and Ireland.  

Different sources describe a shift in the process when, at the 
beginning of the 1990s, a project co-ordinator was engaged from outside 
the region. The project became more professional and bureaucratic, with 
less involvement on the part of local inhabitants who had been there from 
the beginning (Sletvold 2001: 101, in Viken). However, a 
supporters’association for the museum has been established recently, and 
the impression seems to be that the pendulum is swinging back. A severe 
conflict concerning the establishment of the museum has also formed part 
of this history, a situation that may have contributed to reduced local 
engagement. The conflict was an instance of the well-known tug of war 
between historical/archaeological scientific interests and commercial 
interests. From the beginning, the municipality has been the spokesman 
for what they describe as a ‘visitor-friendly’ concept, instead of a static 
and ‘boring’ museum. The archaeologists at the University of Tromsø 
have insisted throughout on scientific leadership of the museum. We have 
chosen not to become further involved in analysing this conflict in our 
description of Lofotr. Nevertheless, one important matter is the way in 
which the political and administrative leadership have changed their view 
in favour of archaeological interests after a joint effort by the authorities 
at county level and the University Museum in Tromsø, who have 
controlled the archaeological findings. 
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Outcomes 
At its opening day, the museum was almost entirely financed by the 
municipality (20%), the county (30%) and the ministry (50%). The 
steering group did not succeed in their attempts to obtain funding from 
private sector industry. Today the municipality is sole owner, but all the 
activities are closely linked to, dependent on and under the supervision of 
the scientific community at the University of Tromsø.  

Between 50,000 and 60,000 people visit the Viking museum at 
Borg every year; 50% of them are Norwegian, the majority non-local. 
The annual turnover is approx. 15 million NOK, including 1.5 million 
NOK of public funding from the municipality, the county and the 
ministry. The museum has eight permanent positions, half of these being 
specialists within the field. In the course of one year, approx. 80 people 
appear on the payroll. As far as possible, archaeology students are 
recruited as guides. Both the managing director and the curator are 
archaeologists educated at the University of Tromsø. 

Local industry has only been involved in the development of the 
museum to a small extent. This is partly due to the fact that small-scale 
businesses constitute the local tourist industry, with fragmented actors, 
but it may also reflect the absence of local engagement in the project. No 
new companies have so far been established as a consequence of the 
museum’s existence.  

The museum runs its own farm, with cows, sheep, pigs and goats, 
in co-operation with local farmers, in a reciprocal arrangement of hiring 
out land and fields to develop organic farming. It is the museum's 
intention to run their activities organically, a profile that is perceived as 
the most authentic with reference to the Viking Age. There is a co-
operation with the local school as well, on the basis of a Viking-themed 
school camp, which has been a great success. In addition, an 
archaeological field school is arranged at Borg every summer, jointly 
financed by the museum and by the University of Tromsø. 

Røst: Glefisk Cod Farming, the Island’s First Hotel, and the 
Italian Friendship Town 
Glefisk Cod Farming 
The process and its networking aspects  
Cod farming is a technology development innovation, making use of a 
well-known technology for the production of the equally well-known 
codfish, which is, however, new in this context. Behind the establishment 
of the cod farming company Glefisk, in 1998, stand two of the most 
central dry cod producers on Røst, the family firm Glea and the former 
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salmon producer Røst Seafood (Røst sjømat). Glea, established in 1936, 
is one of the main companies in dry cod production. During its early 
years the shares were distributed among various well-known fishing 
industry families in other parts of Lofoten, but a local businessman 
became sole owner in 1961. He died in 1969 and his three sons took over 
the business. A grandson recently returned to the island and now manages 
the family’s involvement in cod farming. The other family firm, Røst 
Seafood, which also owns and runs the hotel, used to be one of the 
biggest companies in salmon farming, but sold its licence after seventeen 
years in the business. Despite a clause in the contract that the licence was 
not to be sold, nor leave the island, it was later resold and the entire 
salmon production on Røst was shut down. Cod farming therefore 
represents the only fish farming production on the island today. 

The production takes place at the former salmon farming plant and 
is based on the farming of cod spawn (as distinct from the farming of ring 
net, 2-kilo fish that are caught alive). Røst is said to have especially good 
natural conditions for fish farming, due to its clean water and stable water 
temperature. Cod fish produced through farming is destined for the white 
(fresh) fish market only and is not suitable for dry cod production, which 
otherwise constitutes the dominant activity within the Røst fisheries. The 
production plant of Glefisk has a capacity of 600-700 tons per year. The 
first harvesting of 20 tons of white fish was completed by the autumn of 
2002 and sold as white fish to the Italian market. The quality was 
considered to be very good, and autumn is also a propitious time with 
regard to demand and the market price. The first harvesting was entirely 
managed by Røst Seafood, as this production plant had the capacity 
needed at the time. 

Cod farming has been tried out at many plants in Norway and other 
countries over the past few years, including commercial projects such as 
Glefisk. Nevertheless, cod farming is considered a risky industry by 
investors and banks. The producers on Røst criticize the banks for their 
reluctance to finance cod farming, and express a belief in this production 
form as a potentially profitable business in the future.  

One intention behind an involvement in cod farming has been to 
help prolong the season at the many fishery production plants on the 
island. The Producers’ Association has an agreement to distribute the 
harvested cod from the farming plant between the production plants. The 
main season for the cod fisheries is January to April. Today, general fish 
production on the island is concentrated in the first three months of the 
year and it is difficult to offer employment within the industry all year 
round.  
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The two companies involved have former experience in the fish 
farming industry. Glea has an ownership involvement in the cod spawn 
production company Lofilab in Vestvågøy. Glea’s relationship with 
Lofilab has given their new cod farming company, Glefisk, access to cod 
spawn below market price. Røst Seafood is involved in cod production on 
the mainland, a production that is based on the farming of 2-kilo fish 
caught by ring net. Their investment in Glefisk has also been in the form 
of using equipment from their former salmon farming plant. 

Even though the producers on Røst are financially strong, much of 
their capital is invested in production plants on the island. The whole 
production plant for cod farming was established without any public 
funding. The producers looked for funding opportunities within SND, the 
governmental fund for industry development in peripheral regions. 
However, SND no longer funds activities within fish farming. One of the 
producers considers this to be a mistake and sees the SND system as too 
narrow-minded and business-focused. 
The role of the municipality 
The municipality has not contributed financially to the establishment of 
cod farming at Røst and the producers have never applied for such 
support. The producers recognize municipal efforts to make arrangements 
for their establishment in other ways, e.g. the swift processing of the 
development plan, when the area's range of use was to be changed from 
salmon to cod.  

Our impression is that the actors within the fish industry consider 
the municipality's most important role to be its ability to provide an 
infrastructure for industrial activities on Røst. Arrangements of this kind 
include ferry and plane communication and general external conditions 
for running the business. It is also our impression that today’s municipal 
leadership has been criticized to a certain extent for insufficient 
intervention in national political processes. 
Outcomes 
Cod farming has had a very limited effect on the employment situation. A 
first harvesting of 20 tons is very small compared with, for example, the 
1,700 tons of dry cod that Røst Seafood alone handles during the course 
of a season, and much lower than the actual capacity of the production 
plant. The very low production was partly due to the high death rate of 
the cod spawn. In addition to this, many of the cod spawn fled the plant; 
the reason for this is not obvious, but it could have been due to a hole in a 
net. Limited capital access, as described above, is another explanation for 
low production to date. It takes two years before the cod spawn can be 
slaughtered. The price of one spawn is 12-13 NOK, reflecting the degree 
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of capital invested in this venture and the vulnerable character of cod 
farming. As at spring 2004, all the cod have been slaughtered and the 
production plant is closed.  

The actors involved are ambivalent about the investment made and 
the future of this model of cod farming on the island. Cod farming is said 
to be still in an experimental phase and its prospects for the future are 
uncertain. The two families are considering farming 2-kilo fish caught 
alive by ring net as a preferable alternative to the farming of cod spawn. 
Those involved are open to the possibility that the production plant was 
established too early and that they might have benefited more by waiting 
for a further try-out of cod farming within the industry as a whole, and for 
a better capital access at a later stage. “At Røst we have time to wait”, 
one of them told us (i.e. because the natural conditions are so good for 
this production). Although the companies thus far perceive cod farming 
as a pilot project, they have great expectations for a potentially 
considerable pay-off for this business in the future. 

Røst Seaside Hotel 
The process and its networking aspects  
In May 2000 the first ever hotel on the island was opened. Røst Seaside 
Hotel (Røst bryggehotell) is a cultural economy innovation and at the 
same time represents the type of innovation that supplements the business 
infrastructure of the island. Located on the western part of the island, the 
traditional fisherman’s lodging-place of Havly is its closest neighbour. 
The owner and managing director was born and raised on Røst. She 
married a non-local man and, with no background within the industry, the 
family has developed what some describe as a model company for other 
fish industry establishments, even in Røst terms. The family, including 
their two sons, ran a salmon farming plant for many years. After the 
sudden death of the husband in an accident at the production plant in 
1998, the family sold their two salmon production quotas for a very good 
price. The spouse used to run a local restaurant that she started up during 
the 1980s and later sold for a good price.  

The crisis within the fishery industry also manifested itself on Røst 
during the period 1989-1991 (see Table 4.1 for details of the number of 
inhabitants and the rate of unemployment during this period). Several 
popular meetings were held to initiate ideas for future strategies that 
might strengthen the Røst community. In this process, the quest for a 
hotel on the island came up. For many years, the family mentioned had 
had plans to establish a hotel. Several factors held up the process, among 
them difficulties in purchasing the site in which the family was interested. 
It was only after the father of the family had died that his widow took up 
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the hotel idea and planned its construction on the site, which had now 
become available. 

The family applied to SND for public funding on several 
occasions. To begin with, SND concluded that there was no market for a 
hotel establishment on Røst. On the occasion of the family’s third visit to 
SND, the Mayor of Røst came with them. SND then granted 1.4 million 
NOK to the project. The family members did the project work 
themselves, with the construction firm Moelven Kirkenes, located in 
Finnmark County, as suppliers.  

Røst Seaside Hotel is a relatively small hotel, with sixteen rooms, 
but it has been constructed to allow further enlargement of the building. 
Part of the business strategy has been to take small steps in the 
development of the hotel. The owners are satisfied with the running of the 
business so far, with some ups and downs from season to season. SND 
has already approved further funding to enlarge the hotel, and this time 
the owner succeeded on her first attempt.  

From the beginning, the hotel established a co-operation with 
Destination Lofoten on the marketing side. Unsatisfied with this 
collaboration, they have now changed to Destination Bodø, in spite of the 
higher costs. The hotel also attends the annual Norwegian tourist industry 
fair in Oslo and advertises its business at the three biggest airports in 
Northern Norway. In addition, they have started a booking co-operation 
with a company in Bodø and another one further south, near Trondheim.  

One of the sons in the family is the leader of the local tourist 
industry association. According to the owner, he has ‘breathed life into’ 
this association. Both sons are also active in local political life. The 
family firm also offers lodging at fisherman’s shacks, which are located 
next to their fishery production plant. 
The role of the municipality 
The hotel has never received any financial support from the municipality. 
According to the owner and managing director, they have never asked for 
such support, as they have not considered it necessary. The municipality 
has a business development fund, but the managing director’s impression 
of its priorities is that an application there will not be passed for as long 
as she receives funding from SND. It is also her impression that the 
business development fund mainly serves the fishery industry. More to 
the point, the managing director describes a culture among the business 
participants on the island that expects businesses to be run independently, 
rather than making economic requests of the municipality. 
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Issues relating to the further development of tourism include bigger 
aeroplanes, a connection by air to the rest of the Lofoten region and 
improved ferry services to both Bodø and Lofoten. The municipality 
plays an important role as agitator in these matters.  

From the municipal side, we are told that their only contribution to 
the establishment of the hotel came through a swift processing of the 
development plan. But we also note that the municipal leadership circa 
1990 is given credit for their efforts to motivate the inhabitants during a 
phase of depression – it was as part of this process that the idea of a hotel 
came up, according to some. The municipality’s general involvement in 
tourism has been limited so far, but an impression was given on the 
municipal side that this is about to change. Today’s mayor expresses high 
expectations for the future development of tourism; the municipality has 
granted money for the development of tourist attractions; they run the 
tourist information office; they handle the secretariat for the tourist board; 
and they spend a certain amount of money on tourist industry fairs. In 
addition to this, money is set aside for location development projects. 
Together with volunteers, the municipality has put some effort into the 
restoration of old wharf buildings, as one example of a development 
project that is also planned as a tourist attraction. For the time being, the 
municipality is also working with the Lofoten Regional Board to develop 
a regional tourism strategy that also includes Røst.  
Outcomes 
In addition to deep-sea fishing and dry codfish culture, tourists have been 
attracted by the exceptional nature and bird-life of Røst. From the 
municipal side, and from those involved in the fish industry, we are told 
that the hotel has had a considerable impact on the tourist industry in 
general on the island. Before the hotel was established there were already 
several lodging places on Røst, e.g. the traditional lodgings in 
fisherman’s shacks at Havly, and two deep-sea fishing camping sites. 
One intention behind Røst Seaside Hotel has therefore been to offer 
visitors something new and different in terms of quality food and drink.  

Today the hotel has six employees, making up four full-time jobs, 
with sixteen twin-bedded rooms, a restaurant and a bar. The hotel guests 
have so far been mostly Norwegian travelling salesmen, Italian 
businessmen within the fisheries industry and visitors connected to the 
Sandrigo co-operative links (see below). The owner also claims that the 
hotel, which offers a new lodging concept on the island, attracts new 
groups of tourists. So far Røst has not gained any very considerable share 
of the tourist traffic to the Lofoten region. This may partly be explained 
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by communications and location – Røst is not, for example, a feasible 
alternative for car-campers, who dominate the tourist market in Lofoten.  

Sandrigo – the Italian twin town 
The process, its networking aspects and the role of the municipality 
The co-operation between Røst and its Italian twin town, Sandrigo, is a 
cultural economy innovation that involves aspects of marketing, tourism 
and cultural exchange. The little town of Sandrigo is situated north of 
Venice. Every other year they arrange a dry cod festival. Life is turned 
upside down in the town, which is crowded with visitors. One of the first 
people from Røst to visit the festival was a member of the Glea family of 
dry cod exporters. He visited the festival for the first time in 1983, at 
which time Glea had an Italian agent in Sandrigo. Until then, the festival 
had been a cultural festival, but gradually the dry cod business had started 
to dominate. To date, five men from Røst are honoured with membership 
in the ‘The Brotherhood’, the dry cod association of Sandrigo, an arena 
for people who are ‘interested in and dedicated to dry cod’. Their 
members are from within and outside the fish industry and their activities 
are mainly of a social networking type. Another important association in 
Sandrigo is ProSandrigo, a local Italian association of private actors 
within the fisheries industry. 

Røst has a long tradition of exporting dry cod to Italy, mainly to 
the markets in the south of Italy. Nevertheless Sandrigo, situated in the 
north, has been given priority, at the expense of other dry cod festivals in 
the south. This reflects a strategic marketing move by the Røst producers. 
The northern market, with its strong requirement and willingness to pay 
for quality, suited the Røst producers in their strategy of strengthening 
their quality profile. Dry cod is an altogether overtly traditional affair, 
both for Italians and for the people of Røst. The Italians mostly handle 
the secondary processing of the fish themselves, partly in their own 
private kitchens, but also by the importers at their production plants, 
where the fish are watered, limed, filleted, ‘crushed’ and ‘burst’, all 
according to Italian tradition.  
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When the boats have returned from sea, the work starts for those who work 
ashore. These women and men at Røst are preparing the fish for hanging to dry 
cod. Photo and copyright: Raymond Wardenær. 
 

When importers sell the fish for the Italian market it is packaged as 
‘stoccofisco’, the Italian word for dry cod, with the label of the importer 
on it. This labelling has lately been a topic of discussion within the 
Producers’ Association. In order to protect their own marketing interests, 
they are now working to change their practice and label the products with 
the name of the Norwegian export company. The work is done in co-
operation with the former Norwegian Dry Cod Exporters Union, now 
known as the Marketing Union for Dry Cod Industry (Tørrfisknæringens 
markedsføringsselskap), as well as Norwegian Seafood (Eksportutvalget 
for fisk) and the National Union for Fishery Industry (Norsk 
fiskerinærings landsforening).  

In 1989, the then mayor (also principal of the local school) and his 
wife were invited to Sandrigo by the Røst Producers’ Association and the 
National Union for the Fishery Industry. The mayor became a driving 
force in developing contacts between Sandrigo and Røst while the 
Producers' Association was putting money into the co-operation. Today 
this former mayor is an honoured member of ‘The Brotherhood’. His 
invitation in 1989 was also due to the ability he had already demonstrated 
as a regional and national spokesman for the fishery industry and for 
development within fishery-dependent communities in peripheral regions. 
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Today he holds the position of Secretary of State at the Ministry of 
Communication. This constitutes an important part of the network with 
governmental and political milieux for the dry cod producers on Røst, 
and for the Røst municipality in general. Still engaged in the Sandrigo co-
operation, the former mayor visited the festival in the autumn of 2003, 
together with a delegation of forty people representing the industry, banks 
and the Ministry of Fisheries.  

One incident reflecting the level of current co-operation between 
Røst and Sandrigo occurred when the municipality of Vestvågøy was also 
invited to Sandrigo at one point, but Vestvågøy did not follow up this 
contact. According to the former mayor, this may be explained by the 
size of this Lofoten municipality, being too big to take the necessary 
initiative, i.e. developing networks within the very important 
‘Brotherhood’. Correspondingly, Røst did not succeed in its earlier 
attempts to establish a friendship agreement with the Italian city Venice, 
the native district of Pietro Querini1 and a much bigger city than 
Sandrigo. 

The work of today’s Mayor of Røst has also been important in 
terms of co-operation with Sandrigo. He signed a formal friendship union 
in 2001 and visited the festival in the same year, together with several 
members of the local council. On several occasions, beginning in 1990, 
groups of people from Sandrigo have returned these visits. The 
arrangements for and welcoming of these return visits have been a co-
operative effort between the Producers’Association and the municipality 
of Røst, who also co-financed the events.  

Another driving force in the Sandrigo co-operation has been the 
Norwegian consul of Namibia, who lives in Milan and originally came 
from the south of Norway. He was drawn in to the work at an early stage 
when meeting representatives from Røst at the Sandrigo festival. He is 
said to have made a considerable contribution to communications 
between the Italians and the Norwegians (including his language skills), 
and to have contributed to the general development of the co-operation, 
including visits to Røst by the Italians. 
Outcomes 
The Sandrigo festival is of increasing importance for the marketing of dry 
cod from Røst and the Producers’ Association is sponsoring the festival. 
                                                      
1 A shipwreck off the coasts of Lofoten led the Venetian and Italian sailor Pietro 
Querini and his crew to the shores of Røst in 1432. Querini and his men spent 
months on the island waiting to be rescued and wrote down their observations of 
daily life on Røst. The writings constitute important historical documents for 
Røst and for the Lofoten region. 
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The Italians who have visited Røst so far are mainly politicians and 
interested parties within the fish industry, in addition to ‘the dry cod 
lovers of “The Brotherhood”’. We have been told that the Sandrigo co-
operation has raised the consciousness of the producers on Røst about the 
possibility of the further processing of dry cod on Røst. So far there are 
no concrete plans to start up such a processing operation and the 
producers have told us that such a process is not going to happen, 
referring to previous, unsuccessful attempts and to the strong Italian food 
culture and Italian traditions of processing dry cod. 

The importance of the festival for the marketing of Røst as a tourist 
destination is also increasing. For example, the co-operation led to the 
biggest Italian TV company broadcasting a premier league football match 
with Røst as the ‘cultural wrapping’ of the programme, seen by 7-8 
million Italian viewers. Some see a potential for a considerable increase 
in the number of Italian tourists, through the marketing of Røst that 
follows as a result of the co-operation. The new hotel constitutes an 
important development of infrastructure in preparing for this increase. 
Our impression is that the people at Røst picture the island as a 
destination mainly for people with special interest in dry cod culture and 
bird-watching. 

While the engagement of other local inhabitants has been limited, 
there was a certain local enthusiasm when a decision was taken to finance 
a sculpture on the Røst islet of Isola de Sandrigo. The islet and the 
sculpture were a symbolic gift from Røst to Sandrigo. Likewise, Sandrigo 
has named a street ‘Røst’. However, we are told that there is also 
scepticism among the inhabitants of Røst towards the municipal 
eagerness to spend money on the co-operation. The former mayor has had 
plans to involve other sections of the community in the co-operation. 
These plans were not realized until recently, when the municipality and 
the Producers' Association, with a grant of 25.000 NOK from the 
Minister of Fisheries, initiated an exchange of school classes. There are 
also plans to invite Italians to the annual local summer festival on Røst. 
Such forms of contact may constitute a more important part of future co-
operation with Sandrigo. So far, however, the interests of the dry cod 
industry predominate, just as they dominate the Røst community in 
general, with its 650 inhabitants, and a Producers' Association of six 
companies with a total annual turnover of 350-500 million NOK. 

Conclusion: Developmental strategies in Lofoten 
The region of Lofoten is grounded in a traditional economy, based on 
fisheries and agriculture. The events related in this chapter show how this 
economy is changing, but it is not obvious how and in what direction. 
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Some of the examples selected are geared towards culture and tradition, 
others towards hi-tech and IT. There are good reasons for asking whether 
they all relate to a single process of development, or whether they point 
to different developmental strategies that may conflict to a certain extent. 
This is the main question we want to deal with at the end of this chapter. 

Strategies of development 
In our view, it is meaningful to discuss the regional development in 
Lofoten in terms of the well-known, though not very precise (and, among 
sociologists, much-discussed) concepts of traditional, modern and post-
modern. These concepts may be developed into developmental strategies. 
The traditional strategy, as applied in Lofoten, refers to developing the 
fish catch and agriculture. As we know, these activities have taken place 
for more than a thousand years and, as such, it is not meaningful to label 
the strategy innovative. This is more like a ‘point of departure’. A 
modernistic strategy will involve competence and (mass) production, 
where some typical products in Lofoten relate to genetic and information 
technology. The third strategy, the post-modern, takes as its starting point 
the fact that a large share of consumption, in a wealthy society where 
most basic needs are satisfied, will involve signs and symbols.  

Through the process of modernization, many local areas in Norway 
have been transformed from fishery and agricultural societies into 
industrial societies. In Lofoten this process has been weaker. Of course, 
industrial companies are to be found in Lofoten, but to a visitor the 
traditional traits are still very visible. Small boats, carrying two or three 
fishermen, dominate the local fishery fleet; the settlement structure is 
scattered and agricultural production is comprehensive. This is not to say 
that the traditional economy of Lofoten has been based on local markets. 
In many respects, the economy of Lofoten has been highly global, 
exporting dried cod to Italy and Spain for almost a thousand years and, 
for a hundred years, to Africa and South America as well. However, 
when this traditional economy is challenged, partly in response to a 
global economy, two options present themselves. The region may be 
transformed in a modernistic direction or, alternatively, in the direction of 
a post-modern economy. 

One possible interpretation, based on the six examples above, is 
that both strategies are present in Lofoten. Cod farming on Røst is an 
example of how a traditional fishery can be transformed and become an 
industry with clear modernistic traits. By contrast, there has also been an 
attempt to transform the traditional production of dry cod on Røst in a 
post-modern direction, making links between production/sale and 
culture/festival, i.e. the festival of Sandrigo. The same strategy may be 
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assigned to the new hotel on Røst, where the owner’s ambitions include 
the development of some kind of adventure tourism based on the hotel. 

While the three selected examples from Røst all develop from 
something that seems to be quite traditional, the starting point in 
Vestvågøy is more mixed. The Viking Museum Lofotr may be interpreted 
as being post-modern at heart, with its ambition to produce and sell 
adventures and images to tourists and the local audience. Quite the 
opposite is true of the company Poseidon, which may be classified as 
something modern, highlighting technology and expert knowledge. And 
the final example from Vestvågøy, Lofoten Products, originates in 
traditional fish processing, but ends with the post-modern ambition of 
selling Lofoten as a trademark. 

 
Table 4.6: Listing innovations, innovation strategies, and the role of the 
municipalities 
 
 

”Post-modern” 
A 

Charachteristicks 

Røst 

Vestvågøy 

”Modern” ”

Competence/ 
industry 

Audience 

Audience? 

Glefisk Cod Fa
Poseidon 

A 

Charachteristicks 

Røst 

Vestvågøy 

”Modern” ”

Competence/ 
industry 

Audience 

Audience? 

Glefisk Cod Fa
Poseidon 

”Post-modern” 

Generally speaking, the munic
more actively and directly involved
municipality of Røst. From our selecte
the fact that the municipality of Vestv
museum, and the municipality has als
shareholder in Lofoten Products. The
hand, seems to be involved more 
government for a better fisheries po
services, etc. In our view, the munici
what is defined in Chapter 1 as an
responding role, but without obligat

 
 
 

”Traditional”Traditional
Symbols/ 
experiences/signs 

Partner 

Co-ordinator 

Lofotr 

Hunting/ 
harvesting 

Audience 

Partner/initiator 

rming Sandrigo co-operation 
Hotel 

Lofoten Products 

Hunting/ 
harvesting 

Audience 

Partner/initiator 

rming Sandrigo co-operation 
Hotel 

Lofoten Products 

Symbols/signs/ 
experiences 

Partner 

Co-ordinator 

ipality of Vestvågøy seems to be 
 in innovative processes than the 
d examples this is demonstrated by 

ågøy was an initiator for the Viking 
o been an initiator and an important 
 municipality of Røst, on the other 
indirectly, working with central 

licy, better ferry and air transport 
pality of Røst plays a role close to 
 audience, performing a positive 
ions and not directly involved in 

115



innovative processes.2 One obvious exception is the festival in Sandrigo, 
where the municipality is a partner through its mayor (a relatively strong 
role). Regarding the Røst Seaside Hotel, we have the impression that the 
municipality plays a strong role, but this role is strong only indirectly, to 
the extent that the municipality has lately made several initiatives to 
strengthen tourist activities. These efforts are made within an alliance 
with the tourism industry, where all parties interact in mutually beneficial 
ways. The municipality of Vestvågøy is more directly involved in the 
innovation studies, as a co-ordinator in the Viking museum (quite a strong 
role), and formerly as a partner/initiator in Lofoten Products (also a 
relatively strong role). Regarding the company Poseidon, we have heard 
different accounts, pointing towards the idea of the municipality being an 
obstacle, an audience and a facilitator. It seems that each version depends 
on one's viewpoint. We are not able to make a final conclusion about the 
role of the municipality in this innovation.  

Taking these differences into consideration, local involvement also 
varies across the three developmental strategies. First and foremost, the 
traditional and post-modern strategy seems to motivate public actions in 
the two municipalities. One possible hypothesis is that the transformation 
from traditional to post-modern is perceived to be more gradual, 
demanding fewer dramatic changes. If so, this observation indicates how 
networks of innovation are influenced by tradition and conceptions of the 
past. In the words of Håkansson and Lundgren, there may be ‘…path 
dependence in the development of relationships and networks. The actor 
of the network structure will have some discretion in certain areas and at 
the same time be entirely locked into others’ (1997:122). This is not to 
say that networks will develop in a deterministic way, but networks of 
business relationships will be, to some extent, both prisoners of the past 
and tools for the future (Andersen and Karlsen 2004, Håkansson and 
Snehota 1995:42). 

In line with this, one obvious research task for the future, in the 
case of innovations in Lofoten, will be to explore how different norms 
and beliefs are spread throughout networks (Bogason 2000), and how the 
past and present influence beliefs about the future. However, that exceeds 
the scope of this project.  

Oil activity in Lofoten? 
The three developmental strategies formulated above may also help us to 
sort out different perspectives in the dispute over future oil activities in 
Lofoten. Large deposits of oil are known to be located close to the 

                                                      
2 See Chapter 1 for a definition of municipal roles in innovative processes. 
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coastline of Lofoten, and actors and institutions at both national, regional 
and local level, as well as the oil companies themselves, are arguing in 
favour of future oil production close to the coastline. On the other hand, 
the political majority in the municipalities of both Røst and Vestvågøy 
are opposed to this plan. In the spring of 2004, the Norwegian 
government made a decision to allow oil drilling in the Barents Sea, but 
not in Lofoten. This decision is still controversial and the government’s 
parliamentary position is weak; the dispute over oil activities in Lofoten 
will probably continue for years to come. 

If we apply the three strategies to the question of oil activity, the 
answers will differ depending on the strategy. Based on a traditional 
strategy, oil activity is a question of oil spill and pollution risk, both at 
sea and on land. If damage is done, the consequences may be 
catastrophic, since Lofoten is a spawning area for cod in the Barents Sea. 
Given a modernistic strategy, however, oil activity is a question of new 
markets and the provision of technology and expertise. Under the 
conditions of an acceptable risk, which may be realized by the present 
plans for drilling from the land, oil activity will be positive for the region. 
This attitude is not consistent with a post-modern strategy, however. 
According to this strategy, the most important resource of Lofoten is the 
generally widespread perception of Lofoten as a beautiful landscape, 
clean nature and old traditions. Anything that renders this picture weaker 
or unclear, e.g. oil activity, will reduce the value of the resource, making 
it harder to utilize ‘Lofoten’ as a symbol and brand name. 

Transformative aspects 
Transformative aspects of the Røst and Vestvågøy municipalities are 
reflected in the innovation processes studied. The innovations also 
contribute directly to such transformations of the municipalities. By 
transformative, we mean changes that contribute to a transformation of 
basic structures within the localities, e.g. the local industry structure, the 
structure of basic practices that constitute an industry, the structures of 
other types of social and cultural practices, etc.  

The Sandrigo co-operation is part of a process where fishery 
producers on Røst are changing their priorities, intensifying the 
marketing efforts of their business involvement through branding 
initiatives, networking and cultural exchange. The new hotel at Røst 
reflects this intensified marketing strategy from the fishery industry. In 
addition, the hotel constitutes a spearhead in general and a more 
systematic approach to the development of tourism on Røst, including 
fishery-related tourism. Similar transformations are seen in Vestvågøy, 
where the marine food production company, Lofoten Products, produces 
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traditional fish products of a high quality and adds value to their products 
through systematic branding, using the Lofoten label. Glefisk Cod 
Farming reflects another side of a restructuring process within the 
fisheries on Røst, transferring from coastal fisheries to fish farming. The 
development of the tourist attraction Lofotr is taking place in the same 
way, as one of the municipal initiatives for tourism and location 
development. Poseidon is part of the restructuring of a former primary, 
production-dependent local industry. It represents a new practice within 
this structure, based on high competence and high tech, with global 
linkages and production for a global market.  

The different innovations constitute and contribute to local 
transformations differently. In the case of Poseidon, Glefisk Cod Farming 
and a number of the tourist-related activities, innovations constitute local 
transformation through the changing basic structure of local industry, as 
well as cultural and social practices. These are changes that directly affect 
the daily practices of many people. In the case of Lofoten Products, and 
aspects of the Sandrigo co-operation, the transformative elements are 
found within an established industry: less visible, and less directly 
transforming the localities, but nevertheless a means of restructuring 
basic practices, e.g. intensified marketing efforts, branding initiatives, etc.  

Local/global interplay in transformative processes 
The structural transformations seen within the localities studied interact 
with processes ranging far beyond the Lofoten islands. The intensified 
marketing efforts within the region's fishery industry, and the extensive 
initiatives within the tourist industry, reflect the global phenomenon of 
the development of a ‘symbol economy’ and mobility (Lash and Urry 
1994). The fishery industry is itself already highly globalized (Neis 2005) 
and dependent on national and international policy-making, aspects of 
environmental development and development within global markets; 
restructuring within the fishery industry of Lofoten must be seen in 
relation to such processes. Related changes, affecting localities globally, 
include the changing conditions for primary industry in general, 
following by the global phenomenon of a neo-liberal economic doctrine.  
The restructuring of the fishery industry in Lofoten, as seen in the case of 
both Glefisk Cod Farming and Lofoten Products, may be understood as 
local responses to such changes, as can Poseidon, the newcomer within 
Lofoten industry. The possibilities offered by new technology in the 
restructuring of local industry (e.g. in the case of Poseidon) into new, 
maritime-related businesses based on this technology, which operate in a 
global market, is of great interest. 
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Premises for preferred municipal priorities 
Within this study, it is relevant to draw a line between globally related 
transformative qualities and the role of the municipalities of Røst and 
Vestvågøy. The acknowledgement of the constraints and possibilities 
offered by global-range transformative processes also establishes 
premises for what are considered to be preferred municipal priority 
strategies for stimulating innovative action. This points towards the role 
of the municipality as an intermediary between local actors and the 
outside world, i.e. the relevant processes and practices at national and 
international levels. An intermediary role such as this is multi-faceted, 
including the role of mediator of local perspectives at higher levels of 
decision-making, the role of network facilitator with regard to national 
and international actors, and the role of ‘knowledge well’ for local actors 
concerning the development of policies and practices on a national and 
international basis. The importance of a municipality with an additional 
knowledge and understanding of the relevant global premises and 
possibilities is evident. Aspiring to manifest these qualities, the 
municipality can strengthen its ability to perform a crucial role in the 
development of its community.  

Final remarks 
International links in Lofoten have long historical roots. What is 
important here is not to see globalization as a new condition for 
development, but to see the conformity and changes in local and global 
transformation processes. Transformative Lofoten communities must be 
understood in the light of constraints and possibilities offered by the 
global setting within which they operate. In just a few words: In Lofoten 
there is a link between global and local, as there is a line from past to 
present. 
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Chapter 5 

From Inland to Coast   
The municipalities across the Swedish North 

Cecilia Waldenström 

Introduction 
This chapter focuses on the roles of municipalities in innovative local devel-
opment from the Swedish Torne Valley municipalities (Kiruna, Pajala, Över-
torneå and Haparanda) and from the municipality of Kalix. The map below 
shows the county of Norrbotten, and the location of the municipalities. 
Kiruna, by the Norwegian and the Finnish border, is by far the largest mu-
nicipality in the study. Going towards the Baltic along the Finnish border, 
and also in decreasing size, the next municipality is Pajala, followed by 
Övertorneå, and Haparanda by the Baltic Sea. Immediately west of 
Haparanda is the municipality of Kalix. 

Norrbotten county covers 24 % of Sweden, but has with a population 
of 250 000 only 2,9 % of the population. The coastal region is more 
populated than the inland and half of the population of the county live in the 
southeastern municipalities of Boden, Luleå and Piteå. The administrative 
county centre is Luleå with a population of 45 000 – also the largest city in 
the county.  

Before the industrialisation starting in the 19th century the Torne Val-
ley was characterised by Sámi reindeer herding, by farm based occupational 
pluralism, and especially in the lower parts of the region, by commerce. 
When the border between Sweden and Finland was drawn along the Torne 
and Muonio rivers in 1809, the main part of the population on the Swedish 
side became a Finnish speaking minority within Sweden. Especially during 
the 20th century, there was a strong movement of ‘swedification’ and for 
some decades it was forbidden to speak Meän Kieli (the Torne Valley Fin-
nish) in schools. Today, Meän Kieli is a recognised minority language and 
there is presently a cultural revival based on the legacy of the Torne Valley 
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culture. Ethno-political formations are part of this and the denominations 
‘Kven’ or ‘Lantalaiset’ are increasingly used in this context.  

The Sámi population in the municipalities in the study, is largest in 
Kiruna, counting about 2 300. In Pajala there are around 50 Sámi, and the 
number decreases further towards the Baltic Sea (Stoor 2004). Especially in 
the eastern parts of Kiruna municipality, the Lantalaiset cultural revival is 
partly in conflict with Sámi quests for recognition. The discussions in Swe-
den on the ILO Convention 169 on indigenous rights to land have triggered 
this, according to interviews. Who will be considered ‘indigenous’ and thus 
have rights to the land? How will ‘rights’ be interpreted? Hunting and fishing 
are, for many, important leisure activities and contribute to the household 
economy. And – not least, rights to land may have consequences for the con-
trol over vast areas where tourism is seen as a potential future.  

 
The county of Norrbotten, indicating the localisation of the five municipalities in-
cluded in the research project. 
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Overall changes in economy and population 
During the last decades of the 19th and most of the 20th century, industrial 
development led to a substantial increase in population in these municipali-
ties. According to Lundgren (2000), the Swedish growth from 1870-1970 can 
only be compared with that of Japan and Finland. Yet, the county Norrbotten 
was even more expansive. Mining and forestry were central, and the inland 
regions provided natural resource based simple commodities (e.g. iron ore, 
timber, agricultural produce) increasingly refined by the coast, elsewhere in 
Sweden or abroad. The dependency on industries which have been heavily 
rationalised during the last decades of the 20th century, combined with a 
marked decrease in public employment in the 1990s, have had serious impli-
cations for the whole region, but especially so for the inland municipalities. 
The overall changes are illustrated in the following statistics. Figure 5.2 
summarises the population change over the last 23 years. The inland munici-
palities Kiruna and Pajala have lost approx. 20 % of the population. By the 
coast, Kalix has lost proportionally less (7.5%), and Haparanda has had 
population growth. This is partly explained by migration of retired Finnish 
immigrants from other parts of Sweden to Haparanda.  
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Figure 5.1: Population development 1980-2003. Source: SCB. 
 

The figure above hides, of course, a dynamic in which in migration 
and births cannot make up for out migration and deaths. The general picture 
is that young people, especially women, move out, while those who move in 
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tend to be older, resulting in less women in fertile ages. Predictions also point 
to severe decreases in the labour active ages (16-64) in the period 2000- 
2012, especially in the inland (Wikner & Svensson 2003). The general prob-
lem of an aging European population and low birth rates is thus accentuated 
in these areas. The age structure contributes to the educational levels being 
lower than the national average. Other explanations are that the traditional 
occupations did not demand further education and long schooling has not 
been part of the culture. To recruit competent labour is therefore a growing 
problem in these municipalities. Simultaneously, unemployment is an inher-
ent part of the effects of the transformation of the regional economy. Table 
5.1 below presents the unemployment statistics from the last part of the 
1990s. These figures are adjusted to render comparison with the other coun-
tries in this report possible and deviate therefore from the official Swedish 
statistics. The eastern parts of Kiruna (the Torne Valley parts) are probably 
similar to the situation in Pajala (see also Falck 2003).  

 
Table 5.1: Unemployment rates %, average 1998-2000, April 2001, and changes 
1994-1999 (Source: Hanell et al 2002) 

Average unemployment rate  % Municipality 
 1998 – 2000 April 2001 

Change % 1994-
1999 
 

Kiruna 13.9 9.2 -9.1 
Pajala 21.2 15.8 -13.3 
Övertorneå 17.5 13.6 -1.8 
Haparanda 18.8 15.7 -7.4 
Kalix 12.8 9.1 -4.6 
Sweden  7.4 4.9 4.2 
 

Economic challenges lead to cooperation 
In Sweden, the municipalities are the main providers of the welfare state ser-
vices such as primary and secondary schools, social services, including the 
care of children and elderly, physical planning, and environmental, health 
and fire security. These assignments are regulated by law and delegated to 
the municipalities by the state. Culture, recreation and business development 
are parts of a more general competence not formally regulated. The main 
municipal incomes were, in 2001, municipal income taxes (67 %), fees (8 %) 
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and state support (14%) (Svenska Kommunförbundet 2004). Municipal in-
comes thus depend on population size and general economic development, 
while expenses may increase as economy goes down and with an aging popu-
lation. This makes many municipalities economically vulnerable and a ma-
jority of the Swedish municipalities have currently economic difficulties, not 
least those with a marked decrease in population. 

How then can the municipalities counter these problems? In the current 
public debate, merging municipalities has been proposed as a solution to the 
frail economy and recruitment problems. The Swedish municipalities were 
merged in two stages in the 20th century, latest in 1962-74. The mergers were 
guided by the principle that municipal authority should be clearly delimited 
to a territory large enough for economical provision of services. Democratic 
salience and rational organisation were important arguments. That the last 
merger not yet has resulted in people identifying with the ‘new’ municipality 
was mentioned in interviews in all the municipalities in this study. The merg-
ers were partly meant to replace cooperation between municipalities. Today, 
however, municipal cooperation is rapidly increasing, a process facilitated by 
changes in the Swedish legislation. Gossas (2003) sees this as a ‘hidden’ on-
going municipal reform. The municipalities in this study co-operate for dif-
ferent purposes with many other municipalities. Several cases include such 
collaborations and a frequently mentioned collaboration will be LKF (Lap-
plands KommunalFörbund) in which Kiruna, Gällivare, Jokkmokk and Pajala 
municipalities collaborate in identifying the needs for, and in arranging, 
higher education locally. ‘Högskoleförbundet Östra Norrbotten’ is a similar 
collaboration between Kalix, Överkalix, Övertorneå and Haparanda, which 
includes a research school with projects associated to local business devel-
opments.  

The municipalities interact with several other actors, from different 
sectors in society and levels of policy. In all the municipalities, municipal 
business development is organised by development companies, managed in 
cooperation which local business organisations. The county administrative 
board in Luleå is an important actor, essential in handling, for instance, EU 
supports and the Regional Growth Programmes. These programmes are parts 
of the regional policy in Sweden, based on regional parterships jointly 
staking out the regional development course. Luleå University of Technology 
(LTU) and the university in Umeå are important in the municipalities’ efforts 
to arrange university educations and research locally. Other actors, frequently 
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mentioned in the interviews, were the County Labour Board (LAN) and the 
local employment offices. These handle the national labour market and 
employment policies.  

The presentations of the municipalities and the choice of 
cases 
The present study can be seen as a snapshot, probing into processes of reori-
entation and transformation, related to profound changes in the economy and 
in policy making. It is based on interviews mainly with representatives from 
the municipal organisation and on following up three cases of innovative ac-
tivities in each municipality, representing innovations in the private, public 
and civil sectors. In the following sections, each municipality is first briefly 
presented. Then the problems and opportunities mentioned in the interviews 
with the municipal representatives are presented. The description of problems 
and opportunities thus depict the perceptions elaborated on in the interviews 
with municipal representatives. Interviews with people outside the municipal 
organisation were also made. The perceptions of these actors on the role of 
the municipality are drawn upon in the last section of this chapter. 

The relatively constant number of innovations that emerged from the 
interviews (see table 1.3, Ch. 1) probably reflects the method used. Compari-
sons are however, also thwarted by the different levels of abstractness that 
the answers were formulated in. All the cases chosen for the follow up study 
were mentioned as innovations in the interviews and all were recommended 
for the follow up stage. This implies that the municipal leaders perceived the 
selected cases as innovative, promising and presentable. This of course gives 
a bias, but it also indicates the contextual understanding of what is considered 
innovative. In line with the qualitative and explorative stance in the study, the 
choice of cases was made to capture a variation. This variation was in rela-
tion to the kinds opportunities or challenges addressed, pointing to the con-
tent aspect of the innovations. The cases were also chosen to capture a varia-
tion in networking and organisational processes. This was in an attempt to 
come closer to the underlying questions of learning contexts and innovative 
processes in localities not characterised by the qualities usually attributed to 
innovative regions: clustering, triple helix opportunities, large regional cen-
tres and diversified labour markets etc. 

Table 5.1 gives an overview over the cases and the kind of opportu-
nity/problem they address or organising/networking processes they illustrate. 
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Some of the cases are perhaps so new that we cannot be assured that they are 
successful. This is further discussed in the separate case descriptions. 

 
Table 5.2: The cases in the study. 

Public sector Private sector Civil sector

K
al

ix UniverCity Municipal initiative on 
adult education to counter low 
educational levels, problems of 
recruitment and to enhance 
business development. 
Networking with local business 
life and providers of education all 
over Sweden

Evonet Industrial partnership 
to get benefits of scale and to 
work with common issues 
such as quality work, 
marketing, and recruitment

Service Centrum Övre Bygden 
Cooperative including 20 villages. 
Has secured local services and 
local emlpoyment partly by how 
they organise activities, network 
with external actors and spur local 
dialogue

H
ap

ar
an

da Barents Road Municipal project 
to facilitate transportation within 
the Barents region by 
cooperating with municipalities 
and transportation corporations 
along the road from Bodø to 
Murmansk

Seskarö Framtid AB 
Business incubator to 
stimulate business 
development and generate 
local capital for community 
development on Seskarö

The Community Feast Annual 
cultural 'happening' organised 
and produced by village groups, 
local associations and especially 
the local association of Sweden's 
Nation Wide Theatre. Networks 
among amateurs and 
professionals; artists and local 
associations

Ö
ve

rt
or

ne
å Expedition Övertorneå Two 

year project aiming to involve the 
population in visionary 
development processes. 
Councils for all every 6 months 
and working groups to develop 
suggestions between councils

Outinen's Polar Potatis 
Flourishing potato processing 
business and a local business 
'locomotive' adding value in 
the agricultural sector

The Arctic Circle March A 
140km march organised by a 
local sports club engaging 11 
villages in Sweden and Finland. 
Strengthens local tourism and 
taps into a global movement of 
marches

Pa
ja

la The Step Municipal over-the-
border cooperation with focus on 
networking on many levels 
around the care of disabled. 
Development of tourism adapted 
to the needs of disabled persons

MikroMakarna Establishment 
of relations between an 
electronic industry in Pajala 
and a company in Murmansk. 
Led to a project supporting 
development of such contacts

Village Life in the Torne Valley 
Village development project 
turned into a cooperative 
developing tourism on Torne 
Valley culture and village life. 
Quality work and networking in 
the tourist sector

K
iru

na MRI Project which furthered 
environment and space research 
in Kiruna. Extended municipal 
networking important in the 
initiation and extensive 
networking effects for 
researchers. MRI contributed to 
later developments of university 
education in Kiruna

Kristallen Stenslip AB 
Private centre offering 
courses in precious metal 
work and stone cutting, 
attracting resources and 
people to the remote village 
Lannavaara. Tourist activities 
grow but lack capacity as yet

Sámi Development Centre 
Project run by Sámi organisations 
in cooperation with the 
municipality. Capacity building 
and development planning has 
led to Sámi economic 
development and a deepened 
collaboration with the municipality
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Kiruna 
Covering 19 447 km², Kiruna is by far the largest municipality in this 
study. About ¾ of the population of 23 407 live in, or in the vicinity of, 
the municipal centre. As already mentioned, the preconditions for 
developments in the vicinity of Kiruna town and the rural areas differ 
significantly. Large national parks with high natural and tourist values 
dominate the mountainous western parts. Reindeer husbandry is impor-
tant in rural areas and nine reindeer herding communities cover the mu-
nicipality. The history of the region is intimately linked with the mining 
industry, which expanded in the 19th century and led to substantial popu-
lation growth.  

The mining industry grew until the 1980s. Then iron ore prices fell 
and LKAB, the state owned mining company, reduced the labour force by 
more than 50%. This initiated a continuous population decrease in the 
municipality. Today the only mine still in operation is located in the town 
of Kiruna and this mine is the backbone to overall municipal economy. 
The 1980s crises led to awareness of the needs to diversify the economy 
and efforts to support business development were intiatiated. 
Developments of the then already present space and environment 
research institutions, were also percieved as important for diversification. 
In collaboration mainly with Umeå University and Luleå University of 
technology (LTU), Kiruna today has research institutes and university 
educations in subjects which may attract students and reseachers to 
Kiruna (e.g. space physics, ozone, climate and environmental research). 
Development of activities for which the northern location is a 
comparative advantage has also led to ventures in cold state studies, car 
testing and recently in facilities for testing aircrafts. Tourism in Kiruna 
has long been based on the national parks and wildlife experiences. 
Today the Ice Hotel in Jukkasjärvi is the major new initiative in the 
tourism  sector.  

Problems and opportunities mentioned in interviews 
The weaknesses and problems mentioned in Kiruna are primarily linked 
to the interrelated problems of the decreasing population, the municipal 
economy and to recruit competent people. Both local actors in Eastern 
Kiruna and in the municipal organisation claim that the national and re-
gional development and labour market politics partly lack a long-term 
development perspective. The deregulation of infrastructure policies and 
the effects on transportation and travelling are also mentioned as prob-
lems. The preconditions for enterprises are unfavourable, due to the loca-
tion and long distances, especially for commodity production, and to the 
lack of risk capital. Lack of entrepreneurial spirits is seen as a problem 
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for SME development. There are also growing ethno-political conflicts 
between Swedish, Lantalaiset and Sámi cultural groups. 

However, there are also strengths and opportunities. Kiruna is seen 
as an attractive and interesting place due to the combination of contrast-
ing resources: the rich natural resources (the landscape, national parks, 
forests, the mine, the changing seasons, the ‘untouched’ quality and si-
lence), the advanced technology and competence related to the mine and 
the space industries, and the cultural diversity in a society building on 
three cultures, with a rich cultural life in Kiruna town. The technological 
development of the mining industry is an asset, and there are opportuni-
ties in the development of businesses related to the mining and space ac-
tivities. Tourism represents an opportunity for further development, for 
example Sámi cultural tourism or space related tourism. Education and 
research in subjects where Kiruna has advantages continue to be impor-
tant as strengths and opportunities. The educational activities have spin-
off effects for other activities, and students contribute to Kiruna in many 
ways. The competence of the municipal staff was spoken of as an asset. 
Innovative thinking is spurred by the need to find solutions for both the 
‘extreme periphery’ and the densely populated areas. Opportunities were 
also seen in the co-operation between different actors and in the role mu-
nicipality may have in such cooperation.  

The Kiruna cases 
The private sector case chosen is the Kristallen Stenslip, located in East-
ern Kiruna. The public sector case is MRI, a project that has enhanced 
environment and space research. The civil society case is the Sámi De-
velopment Centre. 

Kristallen Stenslip AB – a stone cutting centre in the periphery 
Kristallen Stenslip AB is a private educational centre for stone cutting 
and precious metal work, which also arranges tourist activities related to 
stones, gold washing and small game hunting. As an innovation 
Kristallen Stenslip has developed a particular niche, building a business 
environment and mobilising resources to a remote village in the far 
North. 

In 1980, Agne and Barbro Söderström, moved to Lannavaara to re-
alise their dream of making a living picking and cutting stones, and tak-
ing tourists to search for stones and wash gold. In 1986, Agne held the 
first labour market vocational course in stone cutting. Since then, these 
courses have been a backbone in developing an educational centre. The 
interest in stones and minerals led the Söderström family all over the 
world. Guiding tours and surveying for stones and minerals in Africa, 
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Latin America and Australia provided stones for the activities in Lan-
navaara and led to a worldwide network with people interested in stones 
and minerals. In 1997, Jenny Söderström and her brother Hans took over 
the company and 19 years old, Jenny became CEO in 1999. An important 
recent development is the vocational college courses, offered since 2003 
in collaboration with Luleå University of Technology (LTU).  

Teaching is mediated by ICT, and the extension of broadband to 
Lannavaara was crucial for this. The idea to give courses open for all 
was interrelated with plans for a new building combining accommodation 
with a larger workshop. These ideas developed in projects building net-
works with the municipal department for development, LKF, LTU, the 
University College for Arts and Craft in Stockholm, the County Labour 
Board among others. When vocational college courses were introduced in 
Sweden, LTU saw the opportunity for Lannavaara. The governmental 
delegation for regional collaboration between public institutions and the 
universities secured funding. LTU as well as the mayor of Kiruna were 
behind the application.  

The planned ‘Workshop Building’ is a solution both to the prob-
lems in accommodating course participants and tourists, and to problems 
in recruiting competent teachers. Offering the staff, as well as others, to 
work as artisans in the new workshop, is part of a vision to develop Lan-
navaara into an international centre for stone cutting and as a tourist at-
traction. Support for this project was gained from a former Norrbotten 
governor, then minister of industry, who promised to cover 80% of the 
building costs if they got the college courses. The plan is to start con-
struction work by June 2004.  

Apart from the international networks within minerals and stones, 
Kristallen Stenslip has well developed networks within Sweden. The em-
ployment office in Karesuando recruits the Swedish participants to the 
labour market courses and evaluates these courses continuously. There 
are also contracts with the Norwegian labour market authorities. Steering 
groups for education and for the Workshop Building project have been 
organised with local and regional actors. These groups, Jenny Söderström 
says, have increased the mutual understanding of contexts and perspec-
tives. Jenny herself is in on the boards of the local, regional as well as the 
national business organisation. The contact with the municipality has be-
come increasingly important. Municipal support contributed to funding 
the projects in which the ideas on new courses and the new building were 
developed. Support in infrastructure (the broad band) and the moral sup-
port and advice from LKF and the municipal department for development 
have been important. The municipality has been an active facilitator. In 
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terms of outcome, Kristallen Stenslip has probably contributed to the in-
crease of population in Lannavaara. Presently nine people work at the 
centre and ten former students have decided to stay permanently. In the 
beginning the attitude in the village was ambivalent, Jenny Söderström 
says, but the fact that the village has been able to keep both the shop and 
the post office has probably contributed to the increasingly positive atti-
tude.  

MRI: the establishment of the Environment and Space Research Institute 
Miljö- och Rymdforskningsinstitutet (MRI) was a five-year project 
(1995-2000) aimed at furthering research on environment, space, and re-
lated business developments in Kiruna. As an innovation it can be seen as 
a response to the increasingly knowledge-based economy, by seeking to 
diversify the economy and the labour market. 

MRI was initiated through several processes. One was that Prof. 
Arne Jernelöv saw the possibility, if Sweden entered the EU, that regional 
development funding could be used to establish a research institute for 
environmental studies. Eventually, he was assigned to investigate this 
opportunity by the Ministry of Education and Science. An establishment 
needed to be located in an ‘objective 6 region’ and Kiruna was selected 
because the Space Research Institute in Kiruna and a research station in 
Abisko provided favourable contexts. At the same time, a centre for de-
veloping technology and analysis of satellite images for environmental 
surveys and analysis (MDC) had materialised. The idea emerged origi-
nally in a brainstorming session initiated by the municipality in 1991. 
Moreover, when the possibilities for a EU funded research institute in 
Sweden were known in the municipal organisation in 1993, this led to 
mobilisation and networking with strategic actors on national level, in 
which Östen Bucht, at the municipal planning department was an active 
part. When Kiruna had been chosen as a location in Jernelöv’s investiga-
tion, the municipality began to support and facilitate the process in sev-
eral ways; by funding investigatory studies, by networking with strategic 
actors and by preparing suitable localities.  

After negotiations with a wide range of actors (from the EU, the 
Swedish ministries of Education and Sciences, Environment and of In-
dustry, the county administration, possible collaborating universities etc) 
four programmes emerged to constitute MRI: the Atmospheric Research 
Programme (AFP), the Climate Impacts Research Centre (CIRC), the 
Spatial Modelling Centre (SMC) and Miljödatacentrum (MDC), later re-
named Satellus. The three former were research institutions, the latter a 
company mainly for development of applications of satellite image analy-
sis. In the negotiations, the balance between research and development 
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had been an issue, with actors within the county and the EU predomi-
nantly favouring development and commercialisation rather than re-
search. In contrast to the others, SMC was a social science (human geog-
raphy) programme, deliberately included to broaden the scope of disci-
plines in Kiruna. In principle the idea was to strengthen existing research 
and to integrate the activities so that an academic community would 
emerge. Geographically CIRC was located in Abisko, the others in the 
town of Kiruna. Of the 186 Mill SEK funded, Satellus/MDC received 
72,6; CIRC received 48,4; SMC received 28,7 and AFP received 25,5 
Mill SEK. A further 5 Mill SEK were aimed at commercialisation of the 
activities.   

Academically, MRI was successful. However, at the end of the 
five-year period, the activities could not continue on the same scale. The 
funding shrank substantially and the remaining activities were reorgan-
ised. The former collaboration between several Swedish universities in 
the programmes more or less ended. SMC and CIRC are now parts of 
Umeå University, AFP is part of the Space Research Institute in Kiruna. 
Satellus/MDC has closed down and parts have been reorganised into the 
national authority for real estate and land use in Stockholm, however, 
with some employees still in Kiruna. Of the commercialisation efforts 2 
MRI-related companies remain 2004. The educational activities, how-
ever, were substantially expanded and were reorganised into Campus 
Kiruna, a collaboration between LTU and Umeå university set up in 
2001. 

Arne Jernelöv, as well as interviewed researchers in AFP and 
SMC, point to that the time was too short to build research groups that 
could be funded from research councils and alike in competition with 
established universities. For that purpose, it would have been better to use 
the money over a longer time period. In hindsight also, the fast recruit-
ment of researchers without connection to Kiruna, implied that as funding 
shrank, these sought to develop their research elsewhere. Furthermore, 
the organisation for MRI was set up to draw on competence from univer-
sities elsewhere. Thus the leaders of research groups were in-coming pro-
fessors whose interest in Kiruna dropped when specific funding was no 
more available, suggests Jernelöv. 

The networking in this case has two facets. One is the extensive 
networking by the municipality to bring MRI to Kiruna. The other is the 
networking MRI generated and created for the researchers which also 
was extensive. The role of the municipality was as an initiator and facili-
tator especially in the first stages. In terms of outcomes MRI did not have 
all the effects hoped for. However, it has strengthened research in Kiruna. 
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Municipal calculations point to 31 people employed in the original re-
search programmes and in the remainder of MDC in Kiruna, in spring 
2004. In broad terms one can say that about one third of what MRI cre-
ated in this respect remained. Also, of the two companies related to MRI 
that remain, one has got national attention for its freeze dredging tech-
nique. 

Sámi Development Centre: Sámi community development on the munici-
pal agenda 
The Sámi Development Centre in Kiruna and Karesuando was a project 
that ran 1999-2003, initiated and owned by the National Union of the 
Swedish Sámi (SSR). As an innovation the case includes several of the 
suggested categories: cultural economy, identity, high quality products 
and business support. 

This project emerged from SSR’s work in Norrbotten in the mid 
1990s on developing leadership and project management competence in 
Sámi reindeer herding communities. Together with a previous municipal 
project and ideas from local Sámi associations, this led on to the EU ‘Ob-
jective 1’ project ‘Sámi Development Centre in Kiruna and Karesuando’. 
Nine Sámi reindeer herding communities, three Sámi associations, SSR, 
and Pajala and Kiruna municipalities were project partners. The project 
was owned and administered by SSR, but coordinated from within the 
Kiruna municipal administration. The municipality financed a part time 
position in the project and Jan Unga, who held the position, was placed in 
the municipal department for development. This was important for its 
success, says Anders Stoor, who was project leader. Sámi questions be-
came an integral part of the everyday work in the municipal organisation. 
And avoiding making Sámi issues into a party political question has been 
crucial, claims Stoor. 

A central part of the project was to continue the capacity building 
within the Sámi community. In an ‘Activity and Creativity School’, sev-
eral project and process leaders were trained. These pursued their own 
projects and business ideas and some later also facilitated development 
planning in Sámi reindeer herding communities. In Kiruna, 8 of the 9 
communities made such plans. The plans built on an thorough analysis of 
reindeer husbandry and land use, but also issues such as the organisation 
of the community, educational needs, occupational pluralism etc (Nätverk 
S@pmi, 2002). In a subsequent project SSR supported 35 Sámi villages 
in other parts of Sweden in making development plans. The focus on 
processes has been essential, Stoor says, adding that the organisation of 
Sámi reindeer herding communities, being flat and with active partici-
pation of its members facilitated the process. Mobilising efforts in rural 
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development, where people neither have a common production focus, nor 
the Sámi community ways of making decisions, is more difficult accord-
ing to his experience.  

The development plans belong to the individual Sámi reindeer 
herding communities and are tools for their internal work. The develop-
ment of the Strategy for ‘Growth’: Sector Programmes for Sámi Culture 
and Business was therefore a means to lay an official platform for further 
development. The programmes focus on reindeer husbandry, Sámi tour-
ism and handicraft. Sámi cultural issues are also included. The munici-
pality as well as several other local and regional actors use the pro-
grammes. The universities in Luleå and Umeå were contacted in order to 
develop university educations better adapted to the needs in sparsely 
populated areas. This resulted in a project within LKF: ‘The Learning 
Meeting Place for Sámi and Regional Development’. The objective is to 
reach out to people and offer educational opportunities.  

Sámi Development Centre has networked and cooperated, in vary-
ing degrees, and in different projects with at least 22 local, regional and 
national actors. The role of the municipality was both as a facilitator and 
as a partner. An essential outcome of the project is that Sámi perspectives 
are brought in earlier in the municipal administrative processes. Not all 
Sámi would agree that the municipality has progressed as conflicts still 
remain, but in Kiruna municipality they really try to do something, Stoor 
says. Other outcomes are activities in Sámi reindeer herding communities 
and in other Sámi businesses, as the tourist project ‘Guossi Sámis-Guest 
in Sámi Country’ and 17 Sámi tourist businesses that have emerged dur-
ing the project time. It has also inspired two new municipal projects: a 
general rural development programme and a project that attempts to work 
with all minorities in the municipality. 

Pajala 
Pajala is also a large municipality, covering 7 866 km². Five unregulated 
rivers flow through its great forests. Pajala has a scattered population and 
many villages, of which several are known for their activity in local de-
velopment. Only 25 % of the population of 7053 live in the municipal 
centre. The majority of the population live in four larger and ca 80 
smaller villages. Small enterprises in farming and forestry dominated ear-
lier in Pajala, although the iron works in Kengis, established 1646 was 
intermittently active until 1879. The industrialisation of the forest sector 
and the development of the mines further inland were important for popu-
lation growth, and the municipality was severely hit by the rationalisa-
tions in these industries.  
 

 134



Pajala is also the municipality in the county that lost most public 
sector employment in the 1990s; almost 38% were lost while the county 
average loss was 26% (Peterson 2002). These losses led to efforts to 
stimulate diversification. In the 1980s this was focused on local mobilisa-
tion and on supporting SME development. Recent efforts have been to 
organise university education locally through LKF, to support the estab-
lishment of electronic and computer industries and to get an airport. For-
estry and wood related businesses are still important in Pajala, but com-
puter and electronic industries have grown and are important today. Small 
manufacturing industries, transportation, food and clothes related busi-
nesses are other sectors. However, about 50 % of the labour are employed 
in, the now mainly municipal, public services. The cultural sector has 
grown in Pajala. The Tornedal Theatre is located here, and several au-
thors of national renown come from Pajala. Torne Valley cultural revival 
is topical and Pajala was the first municipality in which Meän Kieli was 
taught in school. The coming film on Mikael Niemis book ‘Popular mu-
sic from Vittula’ is seen as an occasion for celebration and attracting 
tourists to Pajala. The Sámi population is, as already mentioned, much 
smaller than in Kiruna. Pajala municipality participated in the Sámi De-
velopment Centre, and Anders Stoor emphasised their commitment. 

Problems and opportunities mentioned in interviews 
The main problems and weaknesses mentioned in Pajala were related to 
the population development and population structure. For the municipal-
ity it becomes increasingly difficult to balance the budget. Long distances 
and a scattered population pose problems and increases costs. Some vil-
lages have lost 75% of their population within a generation and together 
with the low childbirths and the out migration of the young people, this is 
said to have negative and paralysing psychological effects on people. A 
local problem in municipal politics is ‘village politics’; because the mu-
nicipal merger in the 1970s has not resulted in people’s identification 
with the municipality as a whole. In the municipality, the perception was 
that national regional policy is not concerned with the challenges con-
fronting the municipality. General policies that support economic restruc-
turing and development in these areas are lacking, according to the inter-
views. Another problem, related to national policies, are the unclear fund-
ing and the admittance system for university courses, and that labour 
market courses are not integrated in long term local development per-
spectives. For the entrepreneurs, the lack of capital is an important prob-
lem. Local property is not attributed any value by banks, so it is ‘impos-
sible’ even for established companies to get bank loans. This hampers 
investments and makes the municipality important in supporting funding. 
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The high proportion of national ownership of forest through ‘Sveaskog’ 
is also seen as a problem for local forest related industries. Timber is 
brought out of the municipality to Sveaskog’s plants elsewhere. ICT fa-
cilities and broadband connections are being developed, the problems 
with infrastructure is mainly that some roads are in a ‘deplorable’ state. 
The airport is an important asset, even mentioned as an innovation, but to 
really be useful in the development of tourism, it needs to be enlarged. 

Important opportunities in Pajala are, however, the nature and the 
cultural heritage and the potentials in developing tourism building on 
these. This demands changes in entrepreneurial thinking, service minded-
ness, and cooperation. For salmon fishing, which is an important possibil-
ity, protection of salmon reproduction is needed. The closeness to Russia 
is another opportunity, both as a market and as a source of immigration of 
people used to the climate. Cooperation is seen as an opportunity with 
other Swedish and Finnish municipalities but also with other actors. The 
relatively many SMEs in Pajala is an asset. Disregarding the organisa-
tional problems, the local educational facilities are assets as are the local 
developments of flexible educational methods. The cultural revival has 
created a cultural self-confidence that is important in the face of today’s 
adverse development. The Tornedal Theatre, the authors and local people 
who work in music industry, contribute to cultural work being valued in a 
new way.  

The Pajala cases 
The private sector case chosen in Pajala is the development of the elec-
tronic industry MikroMakarna’s contacts in Russia. The public case is a 
municipal over the border cooperation developing the care of disabled, 
and the civil sector case is a village cooperative developing Torne Valley 
culture tourism. 

MikroMakarna – establishing business relationships in Murmansk  
On an overarching level this case illustrates the development of business 
organisations in the face of the increasingly globalised economy. On a 
regional level it illustrates the development of economic networks within 
the Barents region.  

MikroMakarna produces electronic components, from designing 
prototypes to mass production. Bengt Storvall, who is still the CEO and 
owner, founded it in 1987. With two colleagues he began on a small scale 
assembling electronic products manually. The company grew quickly, but 
in 2002, a crisis in the whole sector hit them hard. The turnover decreased 
from 65 to 40 Million SEK. Today there are 30 employees in the com-
pany and the economy is on its way up again. MikroMakarna would 
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never have survived, Bengt Storvall claims, if he had not established a 
working relationship with a company in Murmansk already in 1995. 
Moreover, in electronics today, companies that do not have access to low 
cost production are often not even asked to submit tenders. Mikro-
Makarna was early in out sourcing electronic production. Russia was 
chosen both because it is close, and Bengt Storvall says, as Russia always 
has fascinated him. 

In 1994, Bengt Storvall went to a fair in Murmansk with a signpost 
announcing that he searched for business contacts. After many journeys 
and letters, he finally settled for a Techmorgeo, a public company pro-
ducing seismic instruments. At that time, he remembers almost no one 
spoke English, telephone connections were unreliable and e-mail non-
existent. He had an interpreter whom he trusted, something he had been 
advised to find. Her cultural competence and bold interventions into the 
negotiations was crucial for the establishment of trust between him and 
the manager of Techmorgeo.   

They began with small volumes and by introducing serial produc-
tion to Techmorgeo. The main problem at first was the customs control; it 
took at least two weeks to get the goods across the border. This has 
changed completely and MikroMakarna is today certified to make most 
of the custom services themselves. As the production is integrated, the 
undertaking of the goods transportations in both directions has been im-
portant. The Haparanda customs was an essential actor facilitating this 
development. In 2000, half of Techmorgeo’s production was sub-
contracted by MikroMakarna. Then a complex process began, on Bengt 
Storvall’s suggestion, to form a separate private company of the subcon-
tracted parts. In 2001, MicroTech, a company for sub-contracted elec-
tronic production, was established. This is owned mainly by Bengt Stor-
vall but also by the former manager and the former head of production at 
Techmorgeo. The interpreter who played a crucial role in 1995 owns a 
few percent. 

Bengt Storvall is impressed by the enormous change Murmansk 
has gone through in only 10 years. To make his experiences available to 
others, the Pajala development company and the municipality have initi-
ated the project ’Sampro Murmansk’ which helps entrepreneurs in the 
two northernmost Swedish counties and in northern Finland to set up col-
laborations with partners in northeast Russia. The networking aspects of 
this case therefore extend beyond MikroMakarna’s contacts in Russia and 
their collaboration with the customs. The municipality had no role in 
MikroMakarna’s development of business contacts with Russia. The role 
of the municipality for MikroMakarna has been in their supporting the 

 137
 



 

company in various other ways: building localities for MikroMakarna to 
rent, helping with funding when the crises hit and with their good will in 
the negotiations with banks and others. On one level, the outcome of this 
case is the survival of MikroMakarna and the establishment of Micro-
Tech as parts of the transformations within the whole electronic industry. 
However, the choice to seek partners in the northeast and the establish-
ment of Sampro Murmansk has also enhanced business cooperation and 
networking within the Barents region.  

The Step – an over-the-border municipal cooperation in the care of dis-
abled 
This case is within the welfare and social care sector. The innovativeness 
is in the over-the-border collaboration, the focus on networking and in the 
development of new ways of working with disabled. The idea to develop 
tourism for disabled persons is also innovative, although that part of the 
Step is as yet a pilot study. The main part is an EU InterReg project aim-
ing at developing work with disabled in ways that support the clients to 
‘take steps’ toward physical and psychological independence. A basic 
philosophy has been that ‘if we do not value the work with disabled our-
selves, how can we ever attract people to do it?’ the project manager, 
Mervi Kostet says. 

As many projects, the Step emerged from the experiences and net-
works from previous projects. In this case, Kolari and Pajala municipali-
ties had earlier jointly developed leisure activities for mentally disabled 
people. Experiences from that project, as well as changes in the Swedish 
legislation emphasising clients’ participation, made the Swedish partners 
see opportunities to further enhance their clients’ own resources and qual-
ity of life. An application to a Swedish fund was denied as something 
similar went on in southern Sweden. The earlier partners in Kolari were 
then contacted and the guiding idea for the joint project emerged: to de-
velop and establish new methods for every day practical work with dis-
abled. Self-determination, participation and networking were central con-
cepts. A funding of 328 000 € over three years was secured for the first 
part of the project, the tourist part got 160 000 SEK to develop a further 
application. The partners in the project are the municipalities of Pajala 
and Kolari, and Kolpeni, a resource centre for the municipalities in Fin-
nish Lapland for the care of disabled, situated in Rovaniemi.  

Educational activities are the core of the whole project. These are 
managed in collaboration by two enterprises in Norrbotten and by the 
Vocational College in Rovaniemi. Contents and methods have been de-
veloped in interaction with the approx. 100 staff, working with disabled 
in Pajala and Kolari municipalities, who also is the main target group in 
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the project. Other target groups are the disabled themselves, their per-
sonal networks and, the lately added group, politicians. The universities 
in Luleå and Rovaniemi were invited as evaluators, but the researchers 
saw potentials for further studies. Two research students now follow the 
project focusing on the capacity of the project to secure ‘the client’s 
voice’ in the interaction between clients and staff. As the supervisor for 
the Swedish student comes from the university in Bodø this has led to 
contacts between the three universities. Another unexpected outcome is 
that the Finnish - Swedish collaboration in designing the educational in-
put has led to plans for coordinating practice periods in the regular basic 
educations for working with disabled. This may contribute to enlarge the 
labour market for this work.  

The project has thus established networks between actors on differ-
ent levels: around the clients, between the staff, the educators, the re-
searchers and the partners in the project. The differences between the 
Swedish and Finnish ways of organising and working with disabled are 
explored through the project. The municipality’s role has been as initia-
tor, coordinator and partner. The outcome as yet is that it has mediated 
networking and generated new joint activities for the educators and re-
search. The long-term consequences for the disabled, for quality of work 
and recruitment are in the making. 

‘Village life in the Torne Valley’: Cooperative tour operators in cultural 
tourism  
‘Village life in the Torne Valley’ is a co-operative in Kangos, a village 
with approximately 330 inhabitants in North-eastern Pajala. The innova-
tiveness of this case is in the development of a local cooperative tourist 
operator activity for ‘Torne Valley culture and village life’ tourism.  

Kangos is known for its many development activities and entrepre-
neurs. ‘It really all began when the mine in Kiruna fired a lot of people in 
the mid 80s’ says Gunnel Mörtlund, one of the two project leaders in 
‘Village life in the Torne Valley’. Then many people in the same age and 
with children moved back to Kangos, where there was no childcare and 
where the school was threatened. By 1994, not only a nursery existed in 
Kangos, one cooperative had taken over the school, another managed the 
new ‘All purpose building’ which contained a new school gym, an as-
sembly space, a cafeteria, a book station connected to the central library 
in the municipality, and a nursing home for elderly. Kangos became well 
known. Busloads of visitors came to be inspired by their example.  

In 1997 Gunnel and her friends Maj-Britt Nykäinen and Kerstin 
Krukka began to discuss how to make the visitors stay longer and how to 
develop new ways of earning one’s living in Kangos. In a pilot study, 
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they developed their ideas and made an inventory over resources and po-
tential tourist attractions in Kangos. This led to a larger EU-funded pro-
ject aiming to develop a centre for culture and creativity in Kangos, 
which could offer facilities for tourists. The project started in 2001. Dur-
ing a first stage they learnt more about the tourist sector and how to or-
ganise events for tourists. The project was also organised into a coopera-
tive open to other actors. In the current, second, stage, the aim has been 
reformulated into developing a cooperative tour operator activity, focus-
ing on ‘Torne Valley culture and village life’. A village development pro-
ject thus became a tour operator cooperative. Presently there are 13 
members. These are entrepreneurs as well as interested individuals. Edu-
cation, quality certification of collaborating tourist entrepreneurs and try-
ing out offers has been central up to now. Marketing is the coming step. 
The target groups are to begin with people from Stockholm with an origin 
in the Torne Valley, those interested in the Kven culture in Finland and 
Norway, Finn-Swedes in Europe and other minority groups in Europe. A 
later target group is the association for Finn-Swedes in the USA. 
 

 
Tourist offer in the 'Village Life in the Torne Valley' case: Maya Rao  
learns about arctic herbs. Photo and copyright: Mikael Kangas. 
 

The total budget is 4.2 Mill SEK, of which Pajala municipality 
contributes 258 000 SEK. Initially, the project group felt it controversial 
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to the village that they got so much money, especially as they were three 
women. Another problem was to convey the visions from the pilot study 
to new members, and find a new common objectives and visions. Both 
these issues seem now to be resolved. The project was developed through 
joint reflection within the group but also with representatives from the 
municipality, county administration, and the employment office. Net-
working activities are, apart from these early contacts, primarily in the 
tourist sector in the Swedish Torne Valley, in Kolari and Muonio munici-
palities in Finland, but also in the rest of Norrbotten and the Northern 
Calotte. They also mediate networking among tourist entrepreneurs. The 
role of the municipality in this project has been that of a facilitator. Mu-
nicipal leaders regard Kangos as a good example, and it is talked of as a 
model project. The previous mayor chairs the project steering group. 
Gunnel Mörtlund herself has been active in the municipal politics and 
knows the context. The tourist activities are, in terms of outcome, ex-
pected to be economically profitable in three to four years time. The pro-
ject has already contributed to quality work and collaboration among 
tourist entrepreneurs, and it lays a foundation for small-scale entrepre-
neurs’ networking and for a more professional tourist sector. 

Övertorneå 
Övertorneå is smaller than Pajala with its 2 374 km² and the population, 
of 5 331 is more concentrated. About 2000 live in the Övertorneå town. 
The remaining population live in the 35 villages of which the largest are 
situated along the road running through the municipality along the Torne 
river. The conditions for agriculture are relatively good. As with Pajala, 
Övertorneå was severly struck by rationalisations in forestry and 
agriculture, followed by severe losses in public employment the 1990s 
(Pettersson 2003). Today, especially public, but also private services 
dominate. Small industrial manufacturing entreprises make up about 13 
% of employment.  

Övertorneå municipality declared itself an ecological municipality 
in 1983. This contributed to municipal strategies on heating, 
transportation, education and installations and perhaps also to the 
ecological focus in some of the manufacturing industries’ technological 
development. Since 2001 public transportation is free of charge. A centre 
for vocational education, Utbildning Nord, is a collaboration between 
Finland, Norway and Sweden which brings 300 pupils per year and is an 
assets also for the vocational programmes in the secondary school in 
Övertorneå. The Tornedal High School is another institution which brings 
students to Övertorneå. Cultural revival is important also in Övertorneå 
and the ‘Nordkalottens Kultur- och Forskningscentrum’ is a centre for 
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documenting and integrating knowledge on the Torne Valley and North 
Calotte cultural heritage. Finnsh - Swedish bilinguality has become an 
asset and contributed to recent establishments of Norwegian tele service 
companies. Other recent projects, drawing on the northern location, are 
plans for large scale egg and chicken production for the continental 
market and the ‘Polar Wild Water Centre’, an all year indoor stream and 
tourist attraction.  

Problems and opportunities mentioned in interviews 
The combination of a weak labour market, the population development 
and the population structure leads to adaptation problems for municipal 
economy. It is difficult to recruit people with higher education to Över-
torneå. It is difficult to find work for spouses as well, and for younger 
singles there are not many of the same age to socialise with. The cultural 
life and recreational facilities in Övertorneå are not much developed, and 
the national water line protection regulations make it difficult to build in 
attractive locations. Municipal cooperation with Finland is an opportu-
nity, but this is quenched by different legislation and organisational struc-
tures. Successful entrepreneurs tend to move closer to their markets. As 
in Pajala, the proportionally high national ownership of forest through 
Sveaskog is seen as a hindrance to local value adding in forest related 
industries. Another problem is the lack of entrepreneurial mentality and 
lack of service mindedness in the tourist sector. The lack of control over 
salmon fishing in the Baltic hinders salmon fishing tourism which other-
wise may be lucrative. Finally, the problem with risk capital is empha-
sised also in Övertorneå.  

There are however opportunities and strengths in being a small 
municipality. It is easier to make changes and there is continuity in em-
ployment. Services are close by, it is a safe and secure environment with 
little stress. The social control is a drawback for teenagers, but an asset 
for parents. Övertorneå is seen as a good place to live in. The private 
economy is usually stable as living costs are low and hunting, fishing and 
berry picking contribute to keeping costs down. Being bilingual and the 
closeness to Finland are also assets. For business development the low 
costs for living and localities also assets. Natural resources, the land-
scape and the river offer opportunities to develop tourism. The northern 
location has advantages for developing high quality agricultural and hor-
ticultural produce. New developments for the use of forest products also 
constitute opportunities. 
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The Övertorneå cases 
The private sector case chosen in Övertorneå is Outinen Polar Potatoes, 
representing the opportunities in local value adding in primary produc-
tion. The public case is Expedition Övertorneå, a municipal project to 
involve the population in local development processes. The civil sector 
case is the Arctic Circle March, a march organised by a local sports asso-
ciation, which brings tourists to Övertorneå. 

Outinen’s Polar Potatoes – a value adding potato ‘locomotive’ 
This case is about an innovative entrepreneur processing potatoes. Hav-
ing developed a niche production it also contributes to the local business 
environment.  

In 1987, Karl-Johan Outinen started a company with the main idea 
to buy, process and sell potatoes. His parents wanted already in the 1960s 
to complement their farming with processing potatoes, but funding had 
failed. In 1991, Karl-Johan took over the farming business as well. When 
he recently sold the potato cultivation company, it was the largest cultiva-
tion of food potatoes in northern Sweden, covering 75 hectares potatoes. 
The reason for selling off the cultivation was to finance developments in, 
and to focus on, the potato processing, which had grown in the meantime. 
In 1995, he had started to vacuum pack and preboil potatoes cut for dif-
ferent cooking purposes. He was among the first on the Swedish market 
and being so early was a mistake, Karl-Johan Outinen says. It took a long 
time for the market, mainly restaurants and large scale kitchens, to get 
going. The volumes began really to grow in 2002. Now, the companies 
‘Outinens Potatis’, selling washed potatoes, and ‘Polar Potatis Industri’ 
selling the preboiled potatoes, have a turnover of 19 Million SEK and 
Karl-Johan Outinen sees a lot of development potential. He employs 8 
people, and has 9 cultivators on contract, who together cultivate 200 hec-
tares. Almost 60 % of the potatoes come from within 70 km of his plant. 
He has one of the most advanced equipments for sorting and packing po-
tatoes in Sweden, but the processing lines need to be changed, something 
he is planning for. The main market reaches as far as Sundsvall, but re-
cent contracts with a Finnish food company make Karl-Johan look east 
rather than south for further development of the market. This implies 
buying potatoes from Finland, where the prices are lower than in Sweden. 
Otherwise, he will not be able to compete with the prices in Finland.  

Outinen has a working board in his own company which brings 
networking advantages. The board includes a former responsible for the 
potato section of a large Finnish food company, the former CEO of the 
food company ‘BOB industrier’ and an adviser from the Agricultural So-
ciety in Norrbotten. Together with the two last mentioned members of his 
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own board, he is himself on the board of ‘Arctic Circle Farm’. This is 
farm in a neighbouring village recently formed through four farmers’ 
merging and planning to build a stable for 200 dairy cows. Outinen seems 
to have been an inspirational support in the formation of the company, 
and in their selling shares locally to secure bank loans. Potato peels from 
his company will be used as fodder free of charge. Two ex-employees 
have started companies as spin-off effects of Outinen’s companies. One 
bought the cultivation company and another took over a transportation 
company Outinen had a few years. Activity related and business related 
networking, interlinked with personal networks, seemed central in these 
developments. The role of the municipality was that of a facilitator in the 
first phase. He got help with calculations and contacts he needed. Since 
then, the municipality has not been involved in his activities until lately. 
Karl Johan Outinen has considered moving the company to Haparanda to 
come closer to his main future market, to establish himself in a place 
where buildings are attributed with some value, and lately also because 
his waste water is polluting and a cleaning plant is needed. The munici-
pality decided to build a cleaning plant, providing he changes the peeling 
technology, something they denied him loans for. Karl-Johan has decided 
to stay in Övertorneå. Selling off the cultivation contributes to finance 
both the new peeling equipment and the new processing line. He does not 
see that the municipality could do much more than they have done. ‘They 
do what they can’, he says. In terms of outcome, Outinen’s Potatoes may 
be seen as a kind of local locomotive company in the sense that it spurs 
the development of other enterprises in the sector, buying production on 
contract and leading to the establishment of new enterprises. 

Expedition Övertorneå – a participatory project for visionary and strate-
gic planning 
Expedition Övertorneå was a two-years project that aimed at furthering 
local involvement and responsibility in developmental processes. As an 
innovation it does not easily fit into the types suggested in chapter 1, al-
though questions of business environment, cultural economy and welfare 
and identity facilities have been important parts of the process. ‘Changes 
in attitudes have been focal’, says project leader Linda Ylivainio, ‘ and 
the understanding that we need to work together for the future of Över-
torneå, building on the resources we already have’. 

In 2001, two sawmills and a dairy closed in the municipality. This 
led to a sense of urgency and a two-years position for strategic develop-
ment, co-financed by the county and the municipality was established. 
Linda Ylivainio, then political secretary in the EU parliament, who previ-
ously had worked in Övertorneå, got the job. She was inspired by the par-
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ticipatory work in Örnsköldsvik municipality, she had learnt about in 
Brussels. On her suggestion, strategic planning was shaped into a partici-
patory visionary process which aimed at laying a foundation for future 
long term development processes by spurring awareness, contacts and a 
shared local sense of responsibility for the future. The process in ‘Expedi-
tion Övertorneå’ was organised in four councils to which all interested 
were invited. All households in Övertorneå municipality received postal 
invitations. The first council, was held in the town Övertorneå in Novem-
ber 2002, consisted of an analysis of challenges, discussions on what to 
do and the formation of working groups under three headings:  The En-
trepreneurial Municipality, Education for the Future and The Good Life. 
During 2003, two councils, in the northern and southern parts of the mu-
nicipality respectively, continued the processes and the groups could pre-
sent and check out their work. In spring 2004, the final council laid the 
ground for how suggestions are to be followed up. People have been able 
to join in the councils, in working groups, take part in the discussions on 
a web site or contact Linda directly. To broaden the involvement, Linda 
Ylivainio held meetings with villagers, in schools and with other actors. 
Participation has been higher than expected, but has varied over time. The 
group on education finalised most of their own suggestions during the 
project time. In that group, the participating actors were more or less the 
same during the two years. In the other groups, new people tended to join 
in when meetings were held in their part of the municipality.  

The project has enhanced networking within the municipality. For 
instance, the contacts between local business life and local schools have 
deepened and actors have found new areas in which to work for common 
goals or support one another. Hans Mörtlund, who was contact person for 
the group on the Entrepreneurial Municipality, also points to the impor-
tance of mentoring contacts between business actors. Expedition Över-
torneå has fed into the municipal local growth programme, but the idea 
was not primarily to gather ideas for the municipality’s work. The role of 
the municipality was to initiate synergy and developmental activities 
within the municipality as a whole. In this it has been initiator, co-
ordinator and, in some parts of the expedition, also a partner. Outcomes 
are both on a concrete level, as the Hanhinvittikko shieling, which was 
put in order with animals and hosts and had 1 500 visitors in the summer 
2003, and less concretely, in the hopefully long-term effects of changes 
of perceptions and new networks. That the Övertorneå members in a col-
laboration for entrepreneurship, between Övertorneå, Överkalix and Pa-
jala municipalities, seem ‘a bit ahead’ in their processes is, for instance, 
attributed Expedition Övertorneå.  
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The Arctic Circle March  
This case is about a march, initiated and run by a sports association. As 
an innovation it is tourist event that contributes to the development and 
capacity building of the local tourist sector. The idea to start a march 
based in the village of Rantajärvi was born when Sven Kostenius came 
home and showed his photos from having walked the Nijmegen March in 
1995. Sven Kostenius, who is an active politician and a well-known local 
actor, then worked for the UN in Macedonia, and had accompanied Fin-
nish friends to this military peace march. During the walk, several par-
ticipants asked Sven Kostenius if there were marches where he came 
from. He learnt that there is quite a movement of people travelling to 
marches and that there are organisations, catalogues and travel organisers 
for them. In Europe, there are about 20 Mill. organised walkers and 6 400 
marches are announced through a European organisation. 

These marches attract middle-aged people demanding relatively 
high quality arrangements. The business potential for local tourist entre-
preneurs was central in the decision to establish the march in Rantajärvi. 
In 1996, the local sports club, Sjöarnas Allsportklubb, arranged the first 
march and the 20 participants tried out their model: the Arctic Circle 
March. The first years the number of participants doubled each year. 
Now there are 150-200 participants from 10 nations. The midnight sun 
and crossing the Arctic Circle as well as the Finnish Swedish border are 
main attractions. The walk is 140 km and divided in four sections that are 
walked at different hours of day and night. It begins the Sunday before 
midsummer, prolonging the season for the involved entrepreneurs by one 
week. The march requires a lot of local organisation: participants are 
transported to each start and fetched at the end of each stretch, resting 
places are moved to the track in question and equipped with facilities to 
eat and drink and to wash one’s feet. Signs have been posted along the 
way to indicate distances, interesting sights and alternative route. Mem-
bers of local sports clubs and associations provide all these services on a 
voluntary basis. The march has a potential to attract more participants, 
but not with the present organisation. A change this year is that the 11 
villages along the track will take care of the resting places. The involve-
ment of these seems to have been unproblematic. The plan is also to de-
velop the march within an EU InterReg project, and to prepare an appli-
cation they have received support from the county. The objectives are to 
have 4 000 participants within 10 years, and to make it into a local ‘thing 
to do’. The main problem is not perceived to be in marketing, as such 
channels exist already through the organisations for walkers, but in the 
capacity to accommodate and develop facilities for the participants. It has 
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to grow at a moderate pace to retain quality. It is also important to design 
a long-term organisation less dependent on voluntary input. 

The Finnish partners are sports clubs, village associations, and the 
municipalities Yliotorneo and Pello. The networking in this case is local 
and over the border, among villages, sports clubs, the local voluntary 
military organisation, tourist entrepreneurs, as well as international, being 
part of the international walkers’ associations. The role of the municipal-
ity has been mainly as a fan club and as a facilitator. Many from the mu-
nicipality have walked the march. The last years they have also received 
9 000 SEK per year for the arrangements from the municipality. The out-
comes of this project lie in the networking and capacity building of the 
tourist sector. Already it attracts tourists, of whom many combine the 
walk with an extended stay in the North.  

Haparanda 
Haparanda is the smallest Swedish municipality in the study covering 919 
km². 60% of the population of 10 346 live in the regional centre that 
however also is within commuting distance from the whole municipality. 
The rural areas were previously dominated by farming and forestry. Apart 
from sawmills, predominantly on the island of Seskarö, the municipality 
was little industrialised in the 19th and 20th century. Haparanda town was 
originally established as an administrative, commercial and educational 
centre partly to make up for Sweden having lost Tornio. These activities 
still characterise the town, which has several educational institutions, as 
for instance a folk high school and a language school where all children 
begin with 3 and can study up to 8 languages. Almost 40 % are employed 
in the public sector. A well-known industry in Haparanda is Polarica, 
which specialises in frozen berries, reindeer and game. Call centre estab-
lishments have been important and smaller manufacturing industries and 
enterprises in graphic production are also part of Haparanda’s business 
structure. One of the sawmills on Seskarö remains today. Finnish is be-
coming a more frequent language. This is partly due to immigration from 
Finland but mainly because of retired Finnish immigrants already in 
Sweden move to Haparanda. When the interviewed in Haparanda spoke 
of three cultures they referred to Swedish, Finnish and Torne Valley cul-
ture. Municipal activities are increasingly integrated with Tornio (see 
case description in chapter 6). This collaboration is probably the most 
developed municipal over-the-border collaboration in Europe. The close-
ness to Tornio and its industrial developments affects Haparanda town in 
several ways, with the urban area in reality encompassing the two cities. 
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Problems and opportunities mentioned in interviews 
Problems and weaknesses mentioned in Haparanda were the low birth 
rates and the problematic municipal economy. The difficulty to attract 
competent specialised staff to the municipal workplaces is also a draw-
back. People often have to work with many tasks and cannot deepen or 
draw on their specialisation. Democratic participation is low in 
Haparanda. Only 50% voted in the last national election, whereas the 
Swedish average is close to 80%.  Difficulties to make the citizens feel 
concerned about municipal issues may depend on the Finnish immigrants 
who have moved to Haparanda but do not ‘identify’ with local issues, 
according to the focus interview. Compared with other rural municipali-
ties criminality is rather high, which may depend on the major border 
crossing location. That ‘village politics’ is present also in Haparanda was 
also mentioned as a problem. The rural areas have lost much population, 
although the municipality as a whole has not. It is difficult to uphold ser-
vices in the rural areas, and centralisation to the town of Haparanda cre-
ates hostility between villages and between villages and the municipal 
centre. 

The closeness to and continued collaboration with Torneo is seen 
as an important opportunity. Haparanda and Torneo may become a centre 
and a meeting place for culture, competence, trade, innovations in the 
Bottnic Arc area, in which 500 000 people already live and work. The 
increasing internationalisation implies possibilities, and borders between 
nations and municipalities will not be so important to people in the future. 
Haparanda can thus become a Swedish node in the Barents Region devel-
opments. Haparanda is already good at inter-municipal co-operation. In 
Haparanda there are good possibilities for an increase in population. To 
explore and draw on the possibilities in living with three cultures is an 
opportunity to develop. 

The Haparanda Cases 
The private sector case from Haparanda is the attempt to establish a busi-
ness incubator on Seskarö. The public sector case, the Barents Road pro-
ject, relates to the over-the-border collaborations in Haparanda. The civil 
society case, the Community Feast, is a yearly cultural manifestation or-
ganised by the village associations, the local Nation Wide Theatre asso-
ciation and other local groups. 

Seskarö Framtid AB – a business incubator for local development? 
Seskarö Framtid AB (Seskarö Future Ltd) is an attempt to simultaneously 
support the development of local businesses and produce local capital for 

 148



the development of Seskarö. It is a new business environment linked to 
overall community development objectives. 

In the face of a steadily decreasing population and the dependency 
on a single sawmill and the public sector for employment, the association 
‘Seskarö Hembygdsförening’ was founded in 1996 to work for local 
community development. A meeting with other local actors about the 
future of Seskarö resulted in a process that led on to a local development 
plan, which was used as a basis for applications for EU funded projects. 
The overarching aim of the plan was to turn the negative trend within ten 
years time and to initiate a continuous process of local development. The 
development process was to be a three-stage process: Establishment 
(1998-2000), Growth (2001- June 2003) and Consolidation (2004-2007). 
The two first stages aimed at social mobilisation and economic develop-
ment, with financial support through projects funded by the municipality 
and the EU. The third stage was to consolidate activities and deepen local 
democracy. The overarching community development project was called 
Seskarö Framtid. 

During the first stage, the idea emerged to establish a local devel-
opment company to spur local business life and to generate capital for 
other kinds of local developmental activities. Seskarö Framtid AB, owned 
by 165 shareholders from the island was established for this purpose. The 
municipality owned a run down Business Park on Seskarö, which they 
planned to tear down. Seskarö Future AB bought the park for 1 SEK and 
used a market value of 2.5 Million SEK as national input into the applica-
tion for stage 2. This was granted and gave the financial means to reno-
vate the localities. The idea was to fill the localities with enterprises that 
to begin with would pay a reduced rent, but later the incomes from man-
aging the facilities would generate local developmental capital. A self- 
financing business incubator was also a central idea. Hans Fält, one of the 
initiators of the incubator model, and the manager of Seskarö Framtid 
AB, emphasises the importance of building in the momentum of the de-
velopment process. Ideas were to be developed in enterprises at first 
partly owned by Seskarö Framtid AB. Later, ownership should be trans-
ferred to the entrepreneurs.  

Five companies moved in and together with two of them, Seskarö 
Framtid AB initiated a new enterprise, Seskarö Bioenergy, making pellets 
from the left overs (wood chips and saw dust) from the sawmill. The sec-
ond stage seemed an overall success at the evaluation in 2003 (Fredriks-
son 2003). Five new enterprises had been established on Seskarö, em-
ployment had increased by 17 new workplaces. Further new companies 
were planned and other parts of stage 2 had also been successfully ac-
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complished. The evaluation mentions problems with lack of information 
and rumours being spread as something that needs to be handled. Further, 
female leaders ran none of the new enterprises. In spring 2004 the picture 
is different: Seskarö Bioenergy is bankrupt, the business park barely 
breaks even, the third stage did not receive project funding. Conflicts par-
ticularly over the control over Seskarö Bioenergy seem to have thwarted 
the development process. The conflict also points to the common difficul-
ties of combining voluntary based development with profitable private 
enterprises, to how individual success or failure is perceived, and to the 
volatility of mobilising processes.  

Until the conflicts surfaced, Seskarö Framtid AB contributed to 
strengthening community based networking. It also attracted entrepre-
neurs to Seskarö who increased networks to other actors. The municipal-
ity’s role was to begin with facilitating but it has now stopped the finan-
cial support claiming that Seskarö has already received much funding. At 
Seskarö other reasons were discussed, as for instance that that no local 
politician seems to identify with the overall Seskarö Framtid project. 
Ideas on how to proceed with the third stage and deepen local democratic 
participation are, however, still developed on Seskarö. It remains to be 
seen if Seskarö Framtid and the Hembygdsförening prove to be platforms 
capable of handling the current crisis and if Seskarö Framtid AB continu-
ous to develop. The long-term outcome is not evident. If Seskarö Framtid 
AB survives, Hans Fält says, it needs to be reorganised, separating volun-
tary and ‘capitalist’ parts, thus ensuring responsibilities for new activities. 

Barents Road – establishing the Barents region as a region 
Barents Road is a municipal initiative intended to strengthen the Barents 
region by enhancing contacts, transportation facilities and tourism from 
Bodø (Norway) to Murmansk (Russia). ‘The aim is basically to change 
peoples’ perceptions and attitudes’, Bengt Westman says, president of the 
Barents Road Association, ‘to strengthen the ties within the region, to 
look in an east-western direction, to look north and not in the usual 
southward direction, and to establish a concrete expression through the 
road itself’. As an innovation it is an initiative both in cultural economy 
and in constructing new business environment.  

The discussions that eventually took form as the Barents Road pro-
ject emerged already in the middle of the 1980s. In 1997, an association 
was formally established. All the municipalities along the road, except for 
Rovaniemi town, are members. This includes 3 Norwegian, 6 Swedish, 8 
Finnish and 9 Russian municipalities. In Russia, Kovdor municipality, 
which is not on the road, but which was part in the initial stages of the 
project discussions, is also a member. Bus transportation companies 
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along the road are also members. All members, apart from the Russian 
municipalities, pay a yearly fee amounting totally to 200 000 SEK. With 
different kinds of project funding, the budget per year amounts to 2 mil-
lion SEK. The project secretariat is in Haparanda and the part time posi-
tion as project secretary presently held by Stig Kerttu, business developer 
in Haparanda municipality. The work in this partnership is complex, as 
there are cultural and language differences to handle. To organise meet-
ings in Murmansk over the phone from Haparanda is for instance not al-
ways easy, Stig Kerttu says. 

To make the road known as ‘Barents Road’ and to simplify travel-
ling and delivery of goods are central objectives. Folders and guidebooks 
on sights along the roads have been produced and an art exhibition was 
arranged along the road one year. The association has acted to get signs 
marking the road as ‘Barents Road’ and to get Trans-European Transport 
Network standards for the Swedish parts that are not on the E4. However, 
it has been difficult to convince the relevant authorities. To make the road 
from Kandalaksja to the Finnish border part of the Russian federal road 
network and to persuade the Norwegian authorities to make a tunnel un-
der Kjernfjell are other projects. An important achievement was, how-
ever, that the border between Finland and Russia at Salla opened for in-
ternational transits in 2002. Already in 2003 almost 60% of all the traffic 
crossing the border in the region went through Salla. Bus schedules have 
been synchronised along the way, and it is possible to buy a single bus 
ticket from Murmansk to Bodø.  Delivery of goods has increased and to-
day bus companies deliver small gods from Murmansk to Luleå. Projects 
to stimulate collaboration among tourist entrepreneurs however have not 
been as successful.  

Networking activities are both among the partners and in the at-
tempts to up grade the road and to facilitate contacts along it. Haparanda 
municipality was one of the initiators to the Barents Road project and is 
also, at present, its main coordinator. The most successful outcome, as 
yet, seem to have been in coordinating and facilitating transportation and 
travelling. Yet, the cooperation over Barents Road has already mediated 
other activities. That the federations of municipalities in Swedish Norr-
botten and in Finnish Lapland are currently assisting the municipalities in 
Murmansk Oblast to organise themselves in a similar way can partly been 
seen as such a result.  

The Community Feast – giving local cultural life place and space  
The Community Feast is a yearly cultural manifestation and ‘happening’ 
in Haparanda municipality. Being mainly an event for cultural expres-
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sions, it is primarily an identity project, yet a part of the cultural econ-
omy.  

The first Community Feast, arranged in 2002, was the result of 
several preceding events. One was that Sweden’s Nation Wide Theatre 
had visited Haparanda in 2000 with a play by Peter Weiss on the trials 
after the second World War in which 40 local amateurs participated. To 
rehearse these, Helen Smitterberg, who later was essential in the devel-
opment of the Community Feast, came to Haparanda. Through her con-
tacts with the local Haparanda association of the Nation Wide Theatre 
several intentions could merge: The theatre wanted to produce something 
relating local culture to local development. This became the play the  
‘The Good Person in Haparanda’ that provided a frame for the Helen’s 
participation in the Community Feast. At the same time the local associa-
tion wanted to do something that would echo in the whole municipality. 

The format of the Community Feast developed in the course of 
many meetings and discussions with village groups, youth associations, 
sports clubs, schools, local amateurs, choirs and other interested actors. 
Terttu Korpela, from the Haparanda association of the Nation Wide Thea-
tre, emphasises the importance of groups being invited to participate with 
their own ideas and productions. She also points out that the professional 
artistic and inspirational support, mainly through Helen Smitterberg, was 
decisive. In addition to Helen, several professional performing artists or-
ganized workshops beforehand for participating amateurs. The final pro-
gramme was a 6-day event with a day each in Kukkola, Seskarö, Vojak-
kala, Nikkala, Karungi and ending in Haparanda town centre. Each place 
had different programmes including, for instance, art exhibitions, theatre 
productions, concerts of various kinds, joint saunas, story telling, guided 
tours, dance performances, a renewal of a traditional salmon feast on an 
island in the Torne river. It culminated in the ‘Town Battle’ the last day. 
Playful competitions with teams from the coast, the river valley, the 
town, businesses etc and carnival marches mixed with opera, rock music 
and tango filled the town. About 400 people, aged 4 to 80 years, were 
involved in the preparations and at least 7 000 people visited the ar-
rangements. In 2003, the Community Feast was arranged in a similar 
format, but without the artistic support from the Nation Wide Theatre, 
they relied on their own capacity. As in 2002, it was a success, and, 
Terttu Korpela says, it also led to local discussions on the importance of 
the artistic inspiration and quality. Finding funding is done year-by-year 
drawing on various sources and partners.

The Community Feast has primarily strengthened local networks: 
between local artists of different professions; amateurs and professionals; 
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and the organisations that participated. Tapio Salo, responsible for culture 
at municipality, was part of the network developing the Community 
Feast, but overall support from the municipality was limited. As the first 
Community Feast evolved it increased and the municipality has contrib-
uted some financial support. The outcome is partly that cultural life in 
Haparanda has become more visible, says Terttu Korpela. That a ‘Night 
for all Arts’, a night of local cultural manifestations, has been included in 
the yearly cultural week, may be seen as a continuation of the process 
enhancing local cultural life and making different forms of cultural mani-
festations more accessible to the public. The ability to draw on actors 
from the Nation Wide Theatre’s performances for local workshops has 
developed concurrently and has also contributed to this process.  

Kalix 
Kalix municipality is with its 799 km² somewhat larger than Haparanda 
and has 17 800 inhabitants. Although the population also in Kalix has 
decreased this has not been as dramatic as in the inland municipalities. 
However, the inland rural areas have lost population. Today two thirds of 
the population live by the coast or by the Kalix River, mainly, in the re-
gional centre, the town of Kalix, where 50% live. The rural areas in the 
municipality were previously dominated by farming and forestry. Indus-
tries related to forestry, mainly sawmills and paper pulp industries, were 
established by the coast in the 19th and 20th century. The town of Kalix 
developed in the beginning of the 20th century as a commercial and ser-
vice centre for these industries. The closing down of some, and the ra-
tionalisation of all of these industries have led to municipal efforts to di-
versify local economy. These efforts focused early on collaborating with 
and stimulating local businesses. Support for educational input and the 
establishment of electronic and computer enterprises were important in 
this. Call centres were established early on also in Kalix. Kalix was hit by 
the problems in the computer industry, and networking and collaboration 
with local business life continue to be important municipal strategies for 
development. Through sector councils the municipality has continuous 
discussions with business representatives over strategic issues.  

Problems and opportunities mentioned in interviews 
The population development and the municipal economy is a problem 
also in Kalix. Nativity is the lowest in 22 years and mortality is high. So, 
population decreases although net migration is slightly positive. It is a 
problem that the economy is so dependent on outside conditions and on 
the fluctuations in the Swedish economy. It is difficult for the municipal-
ity to influence its income. The low level of education, especially among 
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men influences self-esteem and children’s attitudes to education. The 
transportation infrastructure between the northern part of Sweden and the 
rest of the country is mentioned as a problem, as is the lack of risk capi-
tal.  

However, there are opportunities in that economic problems be-
come forces for change and for collaboration, locally as well as region-
ally. Co-operation between municipalities are opportunities, for many 
purposes. It makes, for instance, specialisation and professionalisation 
possible for the staff. There are also many possibilities in the Bothnian 
Gulf area, being a region with 500 000 inhabitants, with knowledge-
intensive businesses as well as wild and beautiful nature. Improved infra-
structure, and especially the building of a direct railroad from Umeå to 
Haparanda, connected to the Finnish rail system, is important. This ‘Bott-
nia track’ would integrate a larger labour market, facilitate commuting in 
the coastal area and could also make it possible to attract the transports 
from Russia to the European continent. Kalix has also many possibilities 
to develop into an attractive municipality, by focusing on what it is that 
creates ‘a good life’. For this attractive housing is important, but the pro-
tection of waterlines is a problem. Village development and ‘The village 
power’ was mentioned as a strength, important to create occupation and 
to provide services in rural areas. 

The Kalix Cases 
The private sector case from Kalix is the industrial partnership Evonet. 
The public case is UniverCity, a municipal centre for adult education. 
The civil sector example is Servicecentrum Övre Bygden, one of the most 
successful Swedish examples of village cooperatives organising local 
services.  
Evonet – an industrial partnership 
Evonet is an industrial partnership formed by six companies in the county 
of Norrbotten. One of these, HT Svarv, is situated in Kalix, and this part-
nership was mentioned as one of the most successful innovations in the 
private sector lately. The partnership office is however located in Luleå. 
The partnership began as a EU funded Objective 1 project, and Kalix 
municipality was one of four municipalities contributing to its funding. 
The project has ended, but Evonet continues as a commercially viable 
cooperative and is as an innovation a new type of business environment. 

The idea to establish a partnership was conceived by Peter Nor-
man, then CEO of Ferruform AB. The company had been a division of 
Scania but was reorganised into separate company. This led to that sup-
port from Scania diminished. Ferruform needed to find new ways to se-
cure competitiveness. Peter Norman contacted among others Kjell Blom-
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ster, who earlier had worked with industrial networks, to construct a net-
work of companies complementary to Ferruform. Industrial networks, 
Kjell Blomster had learnt, need to be organised as ongoing activities with 
concrete consequences in the work processes and involve more than top 
management. Today the partnership includes six companies of different 
sizes. Ferruform is by far the largest, employing 750 persons in Norrbot-
ten. The smallest is Tooltech with 12 employees. The companies formed 
a cooperative with one vote each. This was to secure the smaller compa-
nies’ interest in the partnership. The stakes are in relation to the number 
of employees. Provisions from all business made among the partners con-
tribute to finance Evonet. The business interactions within the partnership 
have grown to about 45 million SEK. Ferruform, purchasing services 
from the others, makes up the main part of this. 

Evonet has introduced a system for organising production, World 
Class Process (WCP). This is a system with specific criteria to prompt 
continuous attention to orderliness, to effectiveness, to the appropriate-
ness of routines and to the delegation of decisions to relevant levels. 
Groups of employees are formed to work for constant improvements. In-
troducing this was a thorough process for the partners. Key persons in 
that process were the WCP ambassadors at each company. These were 
deliberately chosen among the process operators. Evonet cuts cost by in-
tegrating the members’ purchases and facilitates shorter times for calcu-
lating joint tenders. The partners can also use the joint trademark Evonet 
Industrial Partners and act as a larger unit with broader competence. 
Evonet has enhanced recruitment through a successful project with the 
employment office in Kalix. This had a salient purpose to attract women 
to industrial work. There is a joint need to recruit 40-60 employees each 
year. ‘We need to change the attitudes toward industrial work’, Kjell 
Blomster says, ‘ it will become difficult to fulfil our recruitment needs, 
and we want the best to choose industrial work’. Half of the labour force, 
nearly 500 people, needs training each year and Evonet recently got the 
assignment to develop that. 

Networking in this case is mainly within the partnership. Through 
Evonet, however, projects as the one with the employment office, and 
joint exhibits at fairs and in marketing, has been mediated. Evonet can be 
seen as a tool for the partners to collaborate over joint issues with other 
actors, and reach out into new networks and markets. The role of Kalix 
municipality in the formation of the partnership was in facilitating the EU 
funding.  Kjell Blomster claims also that there was an enthusiasm and 
support for the idea from Kalix municipality that was not so salient in the 
other municipalities involved. Apart from the economic outcomes for the 
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partners, Evonet may have had a positive effect on the continuity of two 
of the companies that have gone through ownership change. Another 
Evonet partner bought one. Peter Norman, who left Ferruform to run it 
instead, bought the other. 

UniverCity – a municipal adult education initiative  
UniverCity is a municipal initiative on adult education with the ambitions 
to counter the low educational levels among adults and to handle the 
growing problems of recruitment on the local labour market. It can thus 
be seen as a welfare initiative, with salient links to support the Kalix 
business environment.  

In Kalix, adult education has a high priority on the municipal 
agenda and the organisation for adult education was completely revised 
when the project to initiate ‘UniverCity’ began in 2002. That the working 
committee of the municipal executive board is also the executive board 
for UniverCity and is an asset, the project manager Stefan Sandström 
says. Four of the five members are not only experienced politicians; they 
also have their professional backgrounds in education. The vision of Uni-
verCity is to create a centre which links employers’ needs for training 
their personnel, actors offering education, financing institutions and 
adults seeking supplementary or further education. To integrate all levels 
of adult education, from university studies to secondary school or voca-
tional training, into one centre is an important objective. Flexibility, and 
allowing participants to study at their own pace and in their own space, is 
another important guideline. Supervisors are available and there are 
physical meetings, but much is organised through ICT which can be used 
in the UniverCity computer rooms or elsewhere. UniverCity is also a way 
to create continuity and secure the experiences gained in earlier pro-
grammes.  

The project began by UniverCity moving into centrally placed 
People’s House in Kalix1. Relatively cheaply the building was adapted 
for its new purpose. It contains the municipal library (as previously), lec-
ture halls, group rooms, a theatre, computer studies and office space for 
the UniverCity staff (5 positions). Activities are still at building up stage. 
Networks and collaboration with local and regional actors who offer edu-

                                                      
1 The People’s House Movement in Sweden emerged in the 1890ies, in connec-
tion with the labour movement, building meeting places and protecting local 
associational life. The activities have varied during the 20th century, with a re-
vival in the 1970ies and 1980ies. There were controversies over UniverCity’s 
localisation in Kalix. 
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cation has been established, partly in formal ways. To reach the employ-
ers has been more difficult, Stefan Sandström says. There are about 750 
private companies in Kalix, today 15-20 of these have educational pro-
jects in which UniverCity has been involved. To reach out they have 
drawn on the municipality’s seven councils for different kinds of sectors 
and industries, Electropolis (a network for electronic industries) and pro-
ject run by the Swedish Municipal Workers’ Union. The study counsel-
lors support individual adults seeking further education. Helping them to 
find what they seek, whether this is in the municipality or not, and finding 
ways to finance their studies, also demands networking. Stitching to-
gether different sources for funding the activities is often done in collabo-
ration with the employment agency. Networking is thus one of the main 
tools for UniverCity. In this case the municipality has acted as an initiator 
developing a structure for coordinating actors and bringing about partner-
ships to increase educational levels and supply competence to employers, 
thus affording opportunities for employers and individual adults. 
Servicecentrum Övre Bygden: securing and developing local services and 
work  
This case is about the cooperative ‘Servicecentrum Övre Bygden’. The 
innovativeness here lies in the development of a local institution mediat-
ing development, change and community spirit, mainly concerned, as yet, 
with social welfare facilities and local employment. 

‘Övre Bygden’ is an area with 20 villages and about 350 inhabi-
tants located mainly in the northern part of Kalix municipality, but partly 
also in Överkalix and Övertorneå municipalities. In 1995 the last shop in 
the area was closed and the school was threatened. The local interest as-
sociation initiated several village meetings to explore ideas on what to do. 
The idea to open a shop combined with a service centre emerged, and the 
cooperative ‘Service Centre Övre Bygden’ was established. Overarching 
aims were to secure services and workplaces, diversify work opportuni-
ties, and to facilitate for people to do everyday errands in the locality, 
without having to go to Kalix. In November 1996, the shop re-opened 
including a service centre: a separate space with a mini library, an office 
space with internet, copying facilities, cafeteria and information from the 
employment office in Kalix and other relevant authorities. Home deliver-
ies and possibilities for limited kinds of home services were also offered. 

The opportunities for project funding that were afforded when 
Sweden joined the EU were important in the further developments. The 
cooperative has applied for, owned and managed 3 EU projects. These 
have been used to develop new activities, mobilise resources and develop 
competence. The first project aimed at integrating the activities of the 
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service centre. During this the idea emerged to take over the help services 
for elderly and disabled which the municipality ran in the area. The aim 
was to keep the workplaces in the area and to synchronise the help ser-
vice activities with the other activities. They are viable only when inte-
grated. A second EU funded project (1999-2001) was used to negotiate 
with the municipality and the labour union, to educate staff and to run the 
help services on probation. In 2001, the staff gave in their notice to the 
municipality and the cooperative employed them on a regular basis. In 
March 2001 they landed the third EU project and bought a closed down 
railway station building. The building has cultural and historic values, 
and is restored creating office space to facilitate working from the village 
and to get ICT based work places localised in the area. The plan is also to 
open a small tourist office. The cooperative has initiated or managed sev-
eral other activities over the years, organised localities for young people, 
collaborated with and sold services to the school, been a ‘pilot village’ in 
the county for testing two-way satellite communication. They have also 
organised local garbage sorting facilities, thereby challenging the national 
regulations, which are badly adapted to sparsely populated areas. 

Övre Bygden is a successful example of local actors’ taking initia-
tive over and managing local development processes. It has not been 
without conflict, and seems to have demanded a much patience, diplo-
macy and dedication from the central actors. It has been crucial to de-
velop networks and good relations with the municipalities, the county 
administration and the employment office. The networks extend also in 
the private sector; running the shop and working to fill the new office 
space with employment involves such contacts. The role of Kalix munici-
pality has been overall as a facilitator, in various ways. After initial ap-
prehensiveness, the municipality became supportive, something which 
probably contributed to the county’s guarantee for much needed loans. 
The municipality originally owned the shop localities and let the shop for 
some time at a reduced price, after which the cooperative bought the 
building. The overall municipal economic support has been limited, but 
was crucial in the initial stages. In the help service activities it seems that 
the municipality is almost becoming a partner, as flexible collaboration is 
essential. In other areas there have been some tensions between the coop-
erative and municipal representatives.  

In terms of outcome, the cooperative’s turnover was 6,2 million 
SEK and it employed 9 people in 2002. Two were part of the station 
renovation project; the other 7 were employed in the regular activities. 
However, in 2002, 28 additional persons were paid by the cooperative for 
having worked part time in it. Over the years the population in Övre 
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Bygden has increased slightly. To what extent the Service Centre has 
contributed to that is of course difficult to judge, but without the local 
services, without a shop, and the cooperative’s attempts to secure work-
places, Övre Bygden would probably less attractive. 

A learning perspective on the roles of municipalities for 
local innovation 
The study points to a wide range of innovative activities going on in all 
the municipalities. However, the preconditions in the region for innova-
tive developments are not favourable and the ability of the municipalities 
to be conducive for the emergence and development of local innovations 
is an increasingly important question. In this concluding section, the roles 
of the municipalities will be discussed drawing on the learning processes 
and networking which characterise the innovations in the study.  

That learning processes are important to development is generally 
recognised. The fact that 10 of the 15 cases included organised educa-
tional inputs and all the municipalities strived to arrange higher education 
locally and attract research, point to that education and knowledge pro-
duction permeate the understanding of development processes. Further-
more, policies enhancing learning processes are increasingly called on for 
regional as well as rural development. Innovative development is often 
related to local or regional cooperation between entrepreneurs, contribut-
ing to ‘localised learning’ for regional economic growth (see for instance 
Maskell 2001). Particular assumptions about learning inspire also policy 
interventions such as the European Commission LEADER initiative in 
rural development. A recent Swedish example, suggesting learning based 
policies, is the proposal by the ‘Growth Delegation’ for inland munici-
palities in Mid-Sweden (Tillväxtdelegationen 2004). The learning proc-
esses suggested in these calls for learning in regional and rural develop-
ment are, however, seldom related to research on learning.  

This discussion aims at initiating an analysis of learning processes 
in development practises. It is grounded in an understanding of innova-
tions as processes in which individual, as well as social, activity- and 
task-related learning is central. Individual key actors may be critical for 
innovations, yet how their ideas and activities are integrated into in wider 
social and economic contexts are crucial for the further development. 
Both the emergence of innovative ideas and their development and inte-
gration may be seen as learning processes. Studies on individual and col-
lective learning in organisational settings increasingly attend to how 
learning opportunities are embedded in the solving of everyday tasks. 
However, how individual actors, as well as groups, identify and draw on, 
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or even construct, contextual opportunities for learning and development 
in work, is crucial2. With this theoretical background, learning contexts 
that the cases indicate are explored in this discussion3. Actors’ network-
ing, the character of innovative activity, and the needs for collaborating 
with the municipality will be central.  

The roles of the municipality in the private and civil sector cases 
In terms of municipal roles proposed in chapter 1, the municipalities in 
the study have on whole been facilitating in the private cases, and facili-
tating or partners in the civil sector cases. The public cases display the 
municipalities as initiators, coordinators and partners. However, as the 
case descriptions previously in this chapter have shown, the roles of the 
municipalities were, in most cases not particularly problematised. Instead, 
the innovative activity was focal in most interviews. A more in-depth 
study would probably have uncovered more complex relations with the 
municipal organisation. Yet, it may also reflect that the roles of the mu-
nicipalities may depend on the character of the activity, something that is 
elaborated on below. The focus on successful and ‘positive’ cases and the 
sampling of cases from suggestions by municipal representatives implied 
a bias that probably contributed to the overall positive view of the mu-
nicipalities in the cases. Interviews with actors who were not involved in 
the cases or in the municipality, generally did not confirm this positive 
view. The critique these actors put forward is an important background 
against which the roles of the municipalities in the cases attain particular 
significance.  

The more critical actors claimed, for instance, that municipal rep-
resentatives in general believe that they have good relationships with lo-
cal business life, but that these contacts usually are limited to ‘a small 
clan of successful entrepreneurs’ with which only the municipal leaders 
are familiar. For most entrepreneurs, some said, the municipal organisa-
tion is experienced as distant, not supporting or at worst as a hindrance4. 
                                                      
2 See e.g. Dixon (1994) and Döös (1997, 2004) on learning processes in organsa-
tions and work life contexts. 
3To specify, it draws on an understanding of learning in which task-directedness, 
intentionality, cultural mediatation and joint contextualisation are focal in action 
related learning (Waldenström 2001). A central element of the framework is the 
contextual understanding of learning proposed in Löfberg and Ohlsson (1995). 
4 That the entrepreneurs in general do not percieve that the contacts with the mu-
nicipality are close and helpful is also suggested by Pettersson (2002, 2003) and 
indicated by the ranking of the municipalities in a survey of entrepreneural cli-
mate made by The Swedish Confederation of Enterprise (Svenskt Näringsliv 
2004). 
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The differences between the decision-making contexts in business life 
and in political administration were mentioned as a source of discord. 
The sectoral organisation of municipalities was mentioned as a problem 
for both business and civil sector / village development. That the munici-
palities are enmeshed in handling their own budgets and responsibilities 
and have little capacity for development work was another viewpoint. 
More critical voices said that the municipalities have blind faith in initia-
tives and people from southern Sweden, or that a general brain drain in 
the region also affects the municipal organisation. For Norrbotten as a 
whole, political instability in some municipalities was seen as a problem 
hindering local long-term development strategies as well as important 
strategic municipal networking on regional and national levels. More 
positively, it was acknowledged that several municipalities have awak-
ened to the needs to come closer to local innovative processes, private as 
well as civil. Pajala, Haparanda and Kalix were, for instance, particularly 
mentioned as having supported rural community development. The inter-
views made with municipal representatives in this study and also several 
of the cases studied give proof of this ambition and consciousness.  

In the private sector cases, the municipalities mainly contributed 
by providing preconditions for business enterprise helping out with, for 
instance, infrastructure, localities, standing surety for capital or co-
funding EU projects. The municipalities were not at all involved in the 
particular innovative activities in MikroMakarna and Outinen’s Polar Po-
tatoes. For Evonet and Seskarö Framtid AB, the respective municipality’s 
role had been important for funding the innovative activity, and in the 
Seskarö case by ‘selling’ the business park localities. Yet, in the running 
of the business park or the Evonet partnership, the municipalities had no 
role. As a case Kristallen Stenslip is different. Apart from the support 
with project means and infrastructure, the networking and collaboration 
with actors in the municipality (as LKF and the department for develop-
ment) and other public actors had been crucial for the development of the 
focal activities. The educational activities are carried out in collaboration 
with public actors and financed mainly by public means. The main activ-
ity in the enterprise is of different kind compared with the other private 
sector cases; a private company selling education to public institutions.  

In the civil sector cases, the municipality was the key actor for 
funding and was a partner in activities related to local management of 
services the municipality have overarching responsibilities for. Municipal 
goodwill facilitated contacts with other important actors, and their role as 
an encouraging discussant was also mentioned as important. In Sámi De-
velopment Centre, the integration in the municipal administration was a 
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bearing idea. In Övre Bygden, the project leader spoke of the importance 
of good networks and relationships characterised by trust with those ‘who 
take decisions’. Both the Arctic Circle March and Village Life in the 
Torne Valley turned out to have project leaders who themselves were 
active as politicians and familiar with the municipal context. The Com-
munity Feast, seemed to have problems in municipal backing, perhaps 
dependent on, as one interviewed said, that culture is not a priority and 
gets little money. Another interviewed from the local theatre association 
pointed to that they only recently had begun to network with actors from 
other sectors and that the value of an active cultural life was beginning to 
grow. Even so, for the content of the activities they work with, the mu-
nicipality is no resource. This can, for instance, be contrasted with Övre 
Bygden where the collaboration with the municipality in the help services 
implied joint coordinations of a central activity.  

 Both in Kangos (the village in which the ‘Village Life in the 
Torne Valley’ project is located) and in Övre Bygden, supportive rela-
tionships with the municipality had not been evident to begin with, but 
had developed over time. Sámi Development Centre seemed to be partly 
a strategic way for Sámi actors to come closer to the municipal organisa-
tion and a way for the municipality to handle a problematic situation vis-
à-vis the Sámi minority. The comments about a problematic lack of po-
litical representatives grounded in the community development project on 
Seskarö may be seen in this context. Perhaps it is also reasonable to sus-
pect that for the third stage at Seskarö, which aims at deepening local 
democracy, ‘good’ relationships are especially important, as this may be 
perceived of as infringing on the municipal domain and responsibilities.  

Learning contexts, the character of activities and networking 
Innovative activities that imply a need for collaborating with public ac-
tors, may well call for partnership relationships. This is regardless of 
whether the actors involved are private or civil sector actors. Yet, civil 
sector local development innovations are often closely related to the pub-
lic domain and the municipality is often also a key actor for civil society 
actors to get funding. This makes them dependent on the municipality. 
However, it also implies that the municipality can contribute with oppor-
tunity structures to mediate and spur local innovative practices. It fur-
thermore implies possible favourable preconditions for joint learning in 
the meeting between the municipal and the private or civil sector actors. 
At best this can encompass learning about their respective contexts and 
perspectives, as well as joint learning about how the activity may be or-
ganised and developed, finding locally adapted solutions. The Sámi De-
velopment Centre, Övre Bygden, Kristallen Stenslip and the develop-
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ments in Kangos pointed to such joint learning processes. As in initiating 
new kinds community based management arrangements, it seems impor-
tant for the outcome to perceive and set up such collaborations as joint 
learning processes (Sandström & Tivell 2004). 

In all the cases, networks were drawn on to develop focal activities 
and to mobilise resources. As a concept ‘network’ may depict different 
kinds of relations and dynamics. Here the focus is on learning aspects 
related to how other actors were involved in the development of an inno-
vative activity or for more general development purposes. In some cases 
specific activities were developed or coordinated. Examples of this, from 
the three sectors, are Evonet, The Step and Village Life in the Torne Val-
ley. In these cases, learning was consciously attended to, facilitated and 
mediated by joint, more or less, formalised routines, education and certi-
fication. In other cases, learning opportunities and strategic networks 
were consciously framed into steering groups and boards, as for instance 
in Outinen’s executive board, the steering groups in Kristallen Stenslip 
and in UniverCity.  

In many cases, networking related to the focal activities was far 
reaching. Several drew on regional, national and international networks 
and contacts. In fact, of the 15 cases Expedition Övertorneå was the only 
case in which networking was mainly delimited to the municipality. This 
wide networking is of course an asset especially in the face of the periph-
eral location and the scarcity that characterises the local structural pre-
conditions for innovation. Judging from these cases the peripheral North 
is hardly an isolated region. In sparsely populated areas, where clustering 
strategies may not be relevant, long distance partnerships and networking 
may be even more crucial for the development of ‘local innovations’ than 
in other locations. In contrast, local networking may be more problem-
atic. Especially in the inland municipalities such cooperation and net-
working seems to falter. In a study on social capital and entrepreneurship, 
Rantakyrö points out that entrepreneurs in Pajala tend not to cooperate 
with one another, but with actors elsewhere. This was explained in terms 
of local culture, long distances and lack of local partners in the same sec-
tor to cooperate with (Rantakyrö 2001). MikroMakarna can be seen as an 
example of such an enterprise; focal cooperation is not within the mu-
nicipality but with the partner in Murmansk. Through the project Sampro 
Murmansk, this strategy is made available for others and a learning con-
text is constructed for their establishing contacts external to their local 
municipality. As Hans Mörtlund’s comment, on his experiences in Expe-
dition Övertorneå, about the value of mentoring, this points to, although 
the preconditions for cooperations related to production may falter, other 
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kinds of local learning processes among entrepreneurs. More problematic 
is the lack of cooperation between tourist entrepreneurs mentioned in in-
terviews and also highlighted by Falck (2003) in a study on eastern 
Kiruna.  

The importance of local cooperation in focal activities reasonably 
varies with the kinds of activities and business sector in question, but the 
lack of local networking may in the long run be detrimental; the locally 
embedded activities and place related motives seemed important for ac-
tors’ staying in the region. However, all 5 civil sector cases, as well as 
Seskarö Framtid AB, Outinen’s Polar Potatis and Expedition Övertorneå, 
seemed to contribute to, or aimed for, local level ‘bonding’. All also con-
tributed, albeit in varying degrees, to local economy outcomes and some 
also to support networking among local entrepreneurs.  

Learning local development 
An intriguing question is if it is possible to identify learning processes of 
a general kind in managing local development and what such processes 
may consist of in terms of individual and social learning. Some of the 
interviews and cases point to such possible processes. The increasingly 
project based funding of rural development and regional policy is, for 
instance, often criticized for being counterproductive for long term de-
velopment strategies. It has also been criticized for favouring large insti-
tutions and projects, to the detriment of smaller and more local actors’ 
initiatives. However, several cases in this study point to that successful 
‘small’ local actors had not only mobilised and/or constructed resources 
in collaboration with external actors through being involved in projects. 
In several cases, regardless of sector, project means had been strategically 
used to develop and extend viable activities. In some interviews this was 
spoken about as a learning process in which patience, learning to handle 
applications, funding systems and projects, to discuss ideas and plans 
with relevant actors, and to find partners or supporting networks seemed 
essential parts. Funding systems entail limitations and restrictions yet in 
these cases they had been used as tools mediating and joint as well as in-
dividual learning. Furthermore, these actors constructed, in different 
ways, local institutions or platforms that ensured continuity over time.  

The integration of non-profit community development and mobili-
sation, with commercially viable activities, in for instance Övre Bygden, 
Village Life in the Torne Valley and Seskarö Framtid AB, was also spo-
ken of as a kind of necessary development of the local development proc-
esses. In these three cases this process had been challenged in different 
ways. The need for reflection on phenomena such as entrepreneurship, 
successfulness, greed, common interests, community belonging, percep-

 164



tions of place, and finding local solutions seem crucial to handling these 
this. In several cases opportunities for joint reflection over development 
issues were arranged. At best such arrangements offer ‘dialogical spaces’ 
in which participants can try out alternative constructions of identity, re-
lations to other actors; and constructions of the factual world and cultural 
knowledge (Andersson 1997, Waldenström 2001). Expedition Övertorneå 
is an example of a conscious attempt to construct such a space. Another 
example was a carefully prepared process in Övre Bydgen, which the co-
operative had initiated for joint community reflection about the possibil-
ity to receive families seeking political asylum in Sweden. To offer and 
manage such processes may also be part of learning to manage local de-
velopment. 

Towards learning based development policies 
The previous elaboration on learning processes may be seen as a prelimi-
nary attempt to explore innovative processes from a learning point of 
view, pointing to processes that may be conducive and thus strategic to 
make salient and support. On such a foundation, a learning based devel-
opment policy may be formulated. However, the role of the municipal 
organisation for local innovativeness also needs to be seen in perspective 
of the municipalities being parts of a multi actor and complex develop-
ment dynamic. Interviews demonstrated that perceptions differ on essen-
tial issues related to development. Municipal representatives were partly 
critical of national development policies and of regional public actors. 
Some maintained that national policies did not take heed neither of the 
problems nor of the potentials for development in the region, leading to 
policies not being grounded in prevalent preconditions. Instead national 
policies risked to further deplete the region. Several claimed, for instance, 
that labour market educations and the employment office’s of ways of 
working, at times implied that resources were used in ways not at all con-
ducive for, or even an detrimental for, long term strategies in local devel-
opment (also in Falck 2003). If learning strategies are to be included in 
regional and rural development policy, such differences need to be taken 
heed of. The Swedish regional growth programmes may be seen as one 
arena for such learning, yet other arenas and structures are needed for 
integrating and embedding learning based policies in development work 
encompassing a multi level scale.  
 
Note on methods: Focus interviews were made all municipalities apart 
from Kiruna where municipal representatives were interviewed individu-
ally or in pairs. Complementary telephone interviews were made with 
municipal rural developers in Kalix, Haparanda and Pajala. All the se-
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lected innovations were visited, except the MRI. At least one main actor 
was interviewed in each case, but in half of the cases 2-5 people were 
interviewed, as were 9 other actors in the municipalities or in the county. 
Apart from the telephone interviews, interviews with municipal represen-
tatives and main case informants were taped.  All case descriptions have 
been discussed with the main informants.  
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Chapter 6 
 

Creating the North by Innovations 
Six municipalities in the Finnish Tornio Valley 

Seppo Aho, Tarja Saarelainen and Leena Suopajärvi 

Regional and municipal development 
Finnish regional policy has undergone profound changes since the end of 
1980s. Until then, the state played a leading role in regional development; 
the political aim was to create a welfare state based on regional equality. 
A law was brought into force that expressed this developmental intention 
by stating that all citizens should be offered the same services and oppor-
tunities, regardless of where they lived. Between 1975 and 1988 the state 
developed its own regional administration, supporting municipalities in 
their efforts to develop educational, social and health care services.1

Since the end of the 1980s, the state has shown less reluctance in 
dealing with the responsibilities of regional development. The main idea 
has been to encourage the regional authorities, municipalities and local 
residents to accept joint responsibility for regional development, espe-
cially since 1995, when Finland joined the European Union. Buzzwords 
for this new era of regional policy include innovation, participation, prob-
lem-focused programmes of development, partnership and a knowledge-
based society.2

This change in regional policy has been more important in Lapland 
than in other areas of Finland, as the state has had a more important role 
here, compared to other areas, ever since the Second World War. There 
are several reasons for this: the region was razed to the ground during the 
last phases of the Second World War, and the state became a promoter in 
the reconstruction of the area. State-owned companies developed hydro 
electricity, forestry, mining and other industries, which brought employ-
ment and money to the area. After the reconstruction period, the building 
of a public service sector became important in Lapland. In spite of state 
                                                      
1 Ståhle Pirjo & Sotarauta Markku (2003): Alueellisen innovaatiotoiminnan tila, 
merkitys ja kehityshaasteet Suomessa. Eduskunnan kanslian julkaisu 3/2003, 46. 
2 Ståhle Pirjo & Sotarauta Markku (2003): Alueellisen innovaatiotoiminnan tila, 
merkitys ja kehityshaasteet Suomessa. Eduskunnan kanslian julkaisu 3/2003, 46. 
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efforts, however, the region has been characterized by a continuous lack 
of private capital and entrepreneurship, and unemployment has been a 
constant problem. 

The Finnish municipalities are responsible for a large number of 
public services. According to Finnish law, public services must be pro-
vided by the municipalities and supported economically by the state. Mu-
nicipalities provide other facilities in addition to welfare services, e.g. 
land-use planning, road maintenance, the upkeep of municipal housing, 
the construction and maintenance of municipal buildings, and the support 
of business activities. Local governments may also set up business corpo-
rations to run utilities such as water, sewage, electricity, traffic control, 
harbours, the provision of rented accommodation, etc.3 Finnish munici-
palities have the freedom to make their own decisions concerning the 
range of their service productions.  

However, local government representatives often complain that the 
state prepares new tasks and standards without securing a sufficient fi-
nancial basis on which to implement them. For various reasons, munici-
palities have difficulties in financing social, health and education services 
and investments. New solutions and innovations are therefore sought in 
delivering services to the population, e.g. by emphasizing co-operative 
arrangements with the business and civil sectors.  

Furthermore, developing an industrial policy demands co-operation 
between different actors. The municipality has to treat individual compa-
nies equally, and direct financial support for an individual company is 
usually forbidden. However, municipalities may offer direct contributions 
to companies in support of specific issues such as employment and tour-
ism infrastructure.4

The municipalities studied in the Tornionjoki valley are affiliated 
to three different administrative regions. These regions try to promote 
public service delivery systems ‘regardless of municipality borders’. In 
the Kemi-Tornio region, to which Tornio municipality belongs, 59% of 
the population works in public services. In the Tornio Valley region 
(Ylitornio and Pello municipalities), services account for almost 66% of 
employment, and in Fell Lapland (Kolari, Muonio and Enontekiö mu-
nicipalities), the rate is 78%. Thus, the farther north we travel, the more 
important the public sector is in employment terms.  

                                                      
 

4 Harjula, Heikki & Prättälä, Kari (2001): Kuntalaki – tausta ja tulkinnat. Kaup-
pakaari, Lakimiesliiton kustannus, 90. 
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Six municipalities in profile 
The Finnish research area consists of six municipalities situated along the 
River Tornionjoki (see map below). The town of Tornio is located at the 
mouth of the River Tornionjoki. Tornio was founded in 1621 on the is-
land of Suensaari. It is one of the oldest towns in the north, already 
known by explorers in the sixteenth century when Kustaa Vasa declared 
it a legal trading centre in 1531.5 Tornio has a common border with the 
Swedish municipality of Haparanda; almost four million cars cross the 
border each year. In addition, sea traffic is increasing strongly and the 
harbour is open all year around. The infrastructure offers good facilities 
and Tornio has become an exceptionally industrialized town in Lapland. 
Avesta Polarit Stainless Oy has a global market. Oy Hartwall Ab Lapin 
Kulta, a 130-year-old brewery, is the oldest industrial plant in Lapland. 
Vogue Group Oy has a factory in Tornio producing women’s socks and  

 
The Lappland Region and the surrounding area, indicating the localisation of 
the six Finnish municipalities included in the research project. 
 
                                                      
5 Vahtola, J. (2000) Tornio – vuosisatojen portti Lappiin ja länteen. www-
dokumentti, http://www.tornio.fi/museo. 
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tights; this is the only factory in this field in Scandinavia. The unem-
ployment rate in Tornio is approx. 15%, which is lower than in other 
parts of Lapland but which follows the general trend in Finland.6  

Upriver to the north, the next municipality is Ylitornio, a medium-
sized rural community in Lapland with 5,330 inhabitants. Public and pri-
vate services are centred in the main village of Ylitornio, which is located 
by the river. The people of Ylitornio are older than those living in many 
other Lapland municipalities: more than one-fifth of the population is 
more than 65 years old. Primary production is still strong in Ylitornio: in 
2001, almost 15% of jobs were within primary production, whereas the 
average in Lapland was about 6%. Approximately two-thirds of the popu-
lation worked in civil services and 15% in manufacturing. The average 
unemployment rate in 2002 was almost 18%. 

Pello is further to the north in the Tornio river valley. This may be 
described as a typical northern rural municipality. Its population at the 
end of 2003 was 4,586. Public and private services are mostly located in 
the municipal centre by the river, near a bridge connecting Finland and 
Sweden. A continuous out-migration has slowed down in the early years 
of this millennium. In addition, the problems of an ageing population 
have stabilized, due both to a greater number of births and to the immi-
gration of younger families. In 2001 the production structure was as fol-
lows: primary sector 9.5%, secondary sector 18.6% and the service sector 
67.8%. Unemployment rates have remained far above the average for 
Lapland, at 21.9% in the year 2000, 20.1 % in 2001 and 18.3% in 2002. 
Pello became famous in European scientific circles as early as the 1730s, 
when Pierre-Louis de Maupertuis lived there for months with his expedi-
tion team, measuring the shape of the earth. 

Kolari is another medium-sized municipality in West Lapland, 
neighbouring Pello to the south and Muonio to the north. It includes some 
of the highest mountains in Lapland (especially Iso-Ylläs), and large for-
ests and wilderness. Its population in 2003 was 3,871 and there has been 
a trend towards a continuous decrease in population. Kolari has under-
gone a very severe transition process in its livelihood terms: approx. 400 
people were still employed in mining activities in the 1980s, but all these 
jobs had disappeared by the early 1990s. Tourism has since taken the 
place of mining as the new main source of revenue and its development 
has been fairly dynamic. The proportion of service industries is therefore 
strong (73.1%) in Kolari, whilst the secondary sector accounts for 13.3% 
and the primary sector for 8.1% of jobs. However, unemployment rates 
have remained above the Lapland average: 24.1% in the year 2000, 
                                                      
6  Municipal Strategy of Tornio, 2003. 
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23.4 % in 2001 and 20.6 % in 2002. The settlement structure of Kolari is 
bi-polar today: the old main centre by the Tornio River contains most of 
municipal and basic private services, while the mountainous centre of 
Ylläs is where the core of the tourist industry is situated, including restau-
rants, accommodation and various other modern services. 

Muonio is one of the smallest rural municipalities in Lapland, cov-
ering an area of 1,820 square kilometres. A total of 2,460 people lived in 
Muonio at the end of 2002, hence it is more densely populated than other 
rural communities in Northern Lapland. There are several villages in the 
municipality, but the main private and public services are located in the 
municipality centre. The average unemployment rate was approx. 17% in 
2002, but the employment situation has developed very positively in re-
cent years. By the beginning of 2004 the unemployment rate was less 
than 10%, which is an exceptionally low rate in Finnish Lapland. The 
service sector has experienced continuous growth and its share of the to-
tal employment is very high at approx. 85% of all the jobs in the munici-
pality. 

Enontekiö is one of the most sparsely populated municipalities, ex-
tending over more than 8,400 square kilometres, inhabited by only 0.3 
people per square kilometre, with long distances between the villages. 
For this reason, delivering public services is a challenge. However, Enon-
tekiö has advantages that other municipalities do not have, because of its 
unusual nature. Approximately 60% of Finland’s mountainous area is 
situated in this municipality and 75% of the land mass is classified as Na-
tional Park territory. A significant number of Sami people live in Enon-
tekiö and a nomadic lifestyle still forms their way of life.7 Bartering and a 
nomadic economy retain strong connections with nature and the four sea-
sons, which provide a value basis for the local economy. Interaction be-
tween Sami and Finnish people has created a multicultural inheritance. 
Enontekiö has suffered from high unemployment and migration. Well-
educated people, especially, have moved out and over 50% of the work 
force is employed in the public sector. Trade, tourism and services offer 
additional work opportunities. The utilization of natural resources does 
not provide income for the whole year, thus increasing the need for in-
come support from the municipality. Unemployment causes social prob-
lems, especially among men.  
 

                                                      
7 Enontekiö’s development plan of action for the years 2003-2008, written in 
2003, 9. 
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Population development 
Developments with regard to population statistics in the six municipali-
ties show the same negative trend: out-migration has increased since 
1993. This has had a serious effect within these areas, especially as the 
younger generation, aged 15-35, is moving away, so that the average 
population in these areas is getting older as a result of this migration. 
Tornio, where the rate of deaths was higher than the rate of births in 
2002, is an exception. Statistics Finland8 has estimated that Ylitornio and 
Pello, for example, will lose approx. 15% of their population during the 
period 2000-2010. Enontekiö will lose almost 13%, and Muonio and Ko-
lari approx. 10%. Even Tornio’s population is expected to decrease by 
about 5% by 2010. These population changes have also generated new 
demands for services, which need to be directed more towards elderly 
people. The school system, on the other hand, also needs to be reorgan-
ized because there are fewer children, especially outside the municipal 
centres. The population in these areas is becoming more male-dominated 
among the younger generation as young women leave the area. Among 
the older generations, however, women are in the majority, due to a 
longer life expectancy.  

Unemployment 
On the Finnish side of the Tornionjoki valley, the average unemployment 
rate has been over 20% throughout the 1990s. In the past few years, how-
ever, the situation has improved, but the average unemployment rate for 
the six municipalities in 2002, for example, was still 21.4%. The worst 
situation is in Enontekiö, with 28.3% unemployed. The rate was also over 
20% in Kolari (24.1%) and Pello (21.9%), in 2002. In Tornio and 
Ylitornio, the unemployment rate was 17.3%, whilst in Muonio 19.7% 
were unemployed in 2002. The latest statistics indicate that the unem-
ployment rate has been decreasing rapidly, especially in Muonio. Here, 
the rate had decreased to less than 10% by early 2004. The structure of 
employment may also be perceived in the rate of employment. In Tornio 
and Muonio, about 60% of the work force has been employed, whereas in 
the other municipalities the employment rate has been between 50% and 
55%.  
 
 
 

                                                      
8 Statistics used in the text are from Statistics Finland and Regional Council of 
Lapland, homepages http://www.lapinliitto.fi 
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 Figure 6.1: Population development in the six municipalities 
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 Figure 6.2: Unemployment rates in six municipalities 

The business sector 
The migration and unemployment figures for these areas are related to 
rapid changes in the economic structure of Lapland. Over the past few 
decades, Finnish Lapland has developed from a society based on small-
scale farming and seasonal forest work to a service-based economy based 
mainly on tourism and public services. The industrial tradition in Lapland 
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is weak, except for the county’s industrial centre in the Kemi-Tornio re-
gion, with its steel and paper industry. In Enontekiö, Kolari and Muonio, 
approx. 6-9% of the work force was employed in refining in 2001, while 
the proportion for Ylitornio was 15%, and for Pello 21.8%. In Pello, con-
struction work is more important than in the other municipalities, ac-
counting for almost 10% of employment. Primary production is more 
important in Ylitornio (14,5%) and Enontekiö (13.2%) than in the other 
municipalities. In Enontekiö, reindeer herding is still an important pri-
mary production activity. Services are the most important source of in-
come in the region. The public sector was largest in Enontekiö (account-
ing for 45.3% of the work force in 2001) and Ylitornio (40.2%), whilst it 
was smallest in Tornio (28.2%). In other municipalities, about one-third 
of the work force was based in the public sector. In 2001, the private ser-
vice sector was largest in Muonio, with almost half (48.9%) of the ac-
tively employed population working in private companies. In the same 
year, private sector services were smallest in Tornio (24.4%) and in 
Ylitornio (25.5%). In other municipalities, the proportion was 30-40% of 
the work force. 

This short overview illustrates the serious challenges faced by the 
municipalities in the area. The municipalities are significant employers 
and service providers in these areas, but there are a decreasing number of 
taxpayers funding the services. In Enontekiö, Pello and Ylitornio, for ex-
ample, there is one employed person for every two non-working inhabi-
tants. Unemployment and migration are changing the population struc-
ture. It is estimated that between 15% and 26% of the inhabitants of these 
municipalities will be more than 65 years old in 2010. 

With the grave problems of the Finnish section of Tornio Valley in 
mind, one is tempted to think that the region lacks an innovative poten-
tial. In the focus group interviews in these six municipalities, however, 
some 80 different innovations were mentioned, and a number of these are 
introduced in the pages that follow.  

Tornio 
The strength of Tornio is that it has a centuries-old history as a meeting 
place. Together with Kemi (the nearest municipality in Finland), Tornio 
forms an important export area, supported by good infrastructure and a 
well-developed steel industry. Tornio is the steel cluster in Europe after 
the Ruhr region in Germany and Northern Italy. In addition, border co-
operation between the twin towns of Tornio and Haparanda provides the 
potential to reorganize public services in a way that serves not only the 
local inhabitants but also people from other municipalities. Tornio has 
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one of the most peaceful international borders in the world and is known 
as a safe town with a valued culture.9  

One weakness, however, which is mentioned in the municipal 
strategy,10 is that the ‘Tornio identity’ of the inhabitants is low-key and 
Tornio is not a well-known town. The centre of the town is dispersed, 
causing a tendency towards business stagnation. Small and medium-sized 
enterprises, in particular, have not been developed to their fullest poten-
tial, and efforts in the field of vocational adult education have not led to 
new jobs becoming available. Tornio has suffered from depopulation, as 
have the other municipalities in Lapland. One obstacle for the innovation 
processes in general, which was mentioned in the interviews, was ineffi-
ciency in prioritizing co-operative relations between the municipalities.  

In addition to the Production Studio (upgrading stainless steel), the 
other selected cases – ‘The Bothnian Market’ and ‘On The Border City’ – 
have improved the image of Tornio. The Tornio-Haparanda co-operation, 
in particular, has been given a lot of attention as a pilot area within EU 
countries. At the same time, Tornio’s enthusiasm about this co-operation 
than is greater than Haparanda’s. A referendum arranged in 2002 to study 
willingness to build a common city centre, for example, resulted in a ‘no’ 
from Haparanda. While the referendum increased public discussion it 
also decelerated the process of building a shared centre. Nevertheless, 
Provincia Bothniensis is a significant actor in planning cross-border co-
operation and bringing it to public attention within EU countries.  

Business sector innovation: Production studio for upgrading stainless 
steel 
The transformation of stainless steel production in Finland created the 
idea of Production Studio. This is an important innovation, because it 
both co-ordinates and upgrades the production of stainless steel in 
Finland, at the same time offering services to entrepreneurs for develop-
ing steel products at a local level. The Production Studio now has connec-
tions with other stainless steel centres in Europe. 

The Production Studio promotes the development of steel products 
and operates as a new business park for small steel companies. The Stu-
dio collects expertise concerning the upgrading of stainless steel, and ac-
quires high technology and expensive machinery for the use of various 
companies. With the help of the Studio, companies can maintain product 
development work without taking financial risks. This innovation is 
noteworthy in the way that it extends the business environment of new 

                                                      
9 Budget and Economic Plan of Tornio for the years 2003-2005. 
10 Municipal Strategy of Tornio, 2003. 
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steel products. It also contributes to the development of new manufactur-
ing methods, saving material or making products more resistant and thus 
supporting sustainable development. 

The innovation process has been very long, with many different ac-
tors involved. Conflicts have occurred regarding financial issues, the lo-
cation of the Studio and the selection of the co-ordinator. Nevertheless, 
after several pilot projects and rounds of negotiations, the Studio’s work 
has begun.  

One of the many actors involved in the process is Avesta Polarit 
Ltd., the largest European processor of hot-rolled stainless steel plates. 
Ever since Avesta Polarit Ltd. has been in Tornio, several projects have 
been implemented in order to explore alternative ways of upgrading steel 
production. Upgrading has been a strategic aim within the steel industry 
because it may create new jobs in Tornio. At least five different projects, 
dating back to the beginning of the 1970s, had been initiated before the 
Production Studio was established. In these previous projects, attempts 
were made within the steel production industry in Finland to match the 
transformations of the global market. To this end, actors from the town of 
Tornio formed a steering group to plan the Studio, together with repre-
sentatives from the State Provincial Office of Lapland, Avesta Polarit 
Stainless Ltd., Corrotech Ltd., Polar Metalli Limited Partnership, Kemi-
Tornio Development Centre, Team Botnia Ltd., Institute of Meri-Lappi 
and the State Technical Research Centre. Their initial objective was to 
establish a ‘Stainless Steel Office’, later developing into the concept of a 
stainless steel studio.11  

Today, the Production Studio is an actor within the steel refiners’ 
network, called ‘The Northern Production Circle’. The Studio co-
ordinates production and manages a network of specialized knowledge 
for production in Nivala, Ylivieska, Raahe, Oulu and Tornio. Within this 
network, knowledge is exchanged about the steel industry and steel pro-
duction. The situation in the Finnish steel industry is fairly similar to that 
of Sweden. Mass production is not very profitable any more and new, 
small companies are created near big steelworks. Processing, production 
costs and labour costs are too high in the Nordic countries to be sustain-
able on the international market. The strategy in the steel industry has 
changed from the production of raw material towards high upgrading 
products. The Studio provides marketing counselling for the companies 
and they can use expensive machinery in the Studio that would not be 
affordable to an individual entrepreneur. In this way, the product devel-
                                                      
11 Kyröläinen, Antero 2003: Final Report of the Production Studio of Stainless 
Steel, 3. 
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opment costs are reduced for the individual entrepreneur. Afterwards, 
when the actual production is started, entrepreneurs have to pay the mar-
ket price to use the services offered by the Studio. However, this thresh-
old is lowered for new businesses just starting up.12  

The municipality of Tornio has played an important role as a facili-
tator, and it also co-ordinated negotiations in the planning phase. For al-
most a year, the actors discussed who was to govern and manage the pro-
ject. The municipality of Tornio did not have the resources to manage it, 
but finally the Trade Institute of West Lapland included the project within 
their administration. This was in their interest, since it added extra value 
to their function as providers of expertise.  

The Studio started up in the spring of 2003 with six employees. 
The Studio has its own resources to support entrepreneurs in developing 
their products. The most important resource is a protofactory, which de-
velops products and industrial procedures in close co-operation with the 
entrepreneurs. The Studio provides premises and it also offers educa-
tional programmes and skilled labour, as well as assisting entrepreneurs 
with finance and marketing. The Studio offers specialist knowledge in the 
field of industrial design and production. It develops manufacturing tech-
niques, collects information, and develops and distributes the knowledge. 
The Production Studio co-ordinates a wider network concerned with 
transforming and developing the market for stainless steel in Finland and 
has close connections with other international development centres. 
When organizing and co-ordinating services, the Production Studio 
makes use of both its own resources and other resources within its net-
works, consisting of companies, research centres and training organiza-
tions. 

New companies and jobs have already been created as a result of 
the Production Studio. The aim is to establish 220 new jobs and seven 
new companies by the end of 2006. The municipalities of Tornio and 
                                                      
12 The Production Studio has been financed by payments made through EU fund-
ing sources Euroopan aluekehitysrahasto (EAKR) and Euroopan sosiaalirahas-
tolta (ESR), in euros, as follows:  
EU funding:  €2,297,526 (44%) via EAKR; €313,250 (35 %) via ESR  
National organizations (state): €1,353,519 (25.9%) via EAKR; €223,750 (25%) 
via ESR 
National organizations (municipalities): €1,044,250 (20 %) via EAKR; €89,500 
(10 %) via ESR 
Private financing: €522,105 (10%) via EAKR; €268,500 (30%) via ESR (in each 
case from 2003-2006).  
The total finance will amount to €6,112,400 (Financial Plan documented in the 
State Provincial Office of Lapland). 
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Kemi finance some of the activities of the Studio through the West Lap-
land School Corporation. By financing the Studio, the municipalities have 
gained knowledge from which they can benefit in the education and train-
ing of metal industry employees. One thing that may be learned from this 
process is the need for patience during long-term negotiations, before 
satisfactory arrangements can be established. 

Public sectori innovation: The ‘On The Border’project  
The ‘On The Border’ project is exceptional in the way that it aims to de-
velop connections between two towns in two different countries. Accord-
ing to a SWOT analysis [strengths, weaknesses, opportunities, threats],13 
residents in Tornio do not have a strong ‘Tornio identity’. Tornio is not 
very well known, its centre is scattered and business locations are stag-
nant. A new town centre is expected to provide better services for local 
people and for visitors. It is also expected to ensure that certain specific 
public services are available in the northern area. Other objectives of the 
project are to strengthen local identity and improve the infrastructure of 
the town.  

In a European context, Tornio has already received recognition for 
this project. The common city centre idea carries a very loaded symbolic 
meaning and provides an example of European co-operation in practice. 
Tornio’s strength (and Haparanda’s as well) is that the towns not only 
constitute a meeting point between two cultures, arts and languages, but 
also between trades. The one-hour time difference between the two towns 
forms another rare distinction. 

The roots of this process may be traced back to 1809: ‘what the 
Emperor once separated, the Commission of Border River reconnects’. 
Man-made borders cannot form obstacles to natural developments. This 
thought is emphasized in the vision of Tornio, which is an international 
twin town of unlimited possibilities in the area of the Bothnian Arc 
(‘Tornio on Perämeren kaaren rajattomien mahdollisuuksien kansain-
välinen kaksoiskaupunki.’).14 Historically, Tornio has always been an 
important trading centre in the Northern Nordic Region, especially during 
the eighteenth and nineteenth centuries, when Tornio formed a gateway 
to Russia. Nowadays, research shows that Tornio has lost approx. 60% of 
its purchasing power, to the advantage of other municipalities.15  

                                                      
13 Tornio Municipal Strategy, 2003. 
14 Municipal Strategy of Tornio, 2003. 
15 Santasalo, Tuomas Ky 2002: Haaparannan ja Tornion keskustojen kaupalliset 
palvelut. Raja-alueen tarkennettu kaupallinen mitoitus ja vaikutukset kaupallise-
en rakenteeseen.  
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After Finland and Sweden decided to join the EU, discussions 
about the idea of a common town centre intensified. The planning started 
in the Working Group for Municipal Engineering, Spatial Planning and 
Environment. At present, the name of the working group is ‘On The Bor-
der’, forming part of the collaboration of Provincia Bothniensis, organ-
ized by Tornio and Haparanda. Thus, it is impossible to pinpoint a spe-
cific initiator for this innovation. Every interviewee said that the ‘On The 
Border’ project has developed in a way that is common for this area, and 
that cross-border co-operation has strong historical roots. 

The InterReg Programme financed the development stage of the 
project. From 1997 to 2000 EU financing amounted to 7,495,000 Swed-
ish kroner (SEK) (47.2%). The municipalities’ share was 2,570,000 SEK 
(20.4%) and the share contributed by other actors was 3,235,000 SEK 
(20.4 %). Other actors included, on the Swedish side, the Norbotten Pro-
vincial Council and the Northern Sweden road maintenance organization; 
on the Finnish side, the Regional Council of Lapland and the Lapland 
District road maintenance organization.  

‘On The Border’ has at least two aims: firstly, it is expected to 
bring trade back to the Tornio-Haparanda area by attracting purchasing 
power to the area. The common town centre will serve both residents and 
tourists by improving the supply of goods. Secondly, the common town 
centre will create a clearer urban profile. The new centre will integrate 
the towns and bring new life to them. In Tornio today, for example, good 
residential buildings are absent from the centre and ‘quality homes’ are 
especially in demand. 

The municipality of Tornio has played a crucial role as initiator, 
co-ordinator and facilitator in this innovation process. An architectural 
competition was arranged during the first phase, a development plan was 
prepared in the second phase and the actual building process started dur-
ing the third phase. Officials from both towns have been the essential ac-
tors in the ‘On The border’ project. During the second phase, the road 
maintenance organizations from both countries started to build the physi-
cal infrastructure. Entrepreneurs and inhabitants have not been officially 
involved in the project. However, the project has been discussed with the 
local councils. Through their work within the steering group, political 
representatives have also accepted the project. Unanimity is a term that 
might have been used to describe the project until the summer of 2003, 
when a number of Swedish individuals and newspapers voiced quite 
strong criticism against the project. However, on the Finnish side it was 
said that there was just a rather small minority who usually criticized al-
most everything. The building of the common centre, which constitutes 
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the third phase of the process, started during the spring of 2003 with the 
construction of the road connection. The last phase of construction work 
in the city centre is due to be finished by 2012.  

The role of the municipality has been to build the infrastructure for 
the centre and be responsible for engineering matters, i.e. the normal mu-
nicipal function. The next task will be to sell the plots of land in the new 
common centre. The buyers will build in co-operation with the munici-
pality in order to plan for the use of local materials, such as steel.  

The common town centre will have a kind of legal centre where the 
residents from both countries can obtain the services of the police, public 
prosecutors, the law courts, customs offices, the national pensions insti-
tute, tax departments, etc. There will also be a Eurocity jobcentre. At the 
same time, the common public service centre will secure the availability 
of these services in the North. 

Different architectural periods, from the seventeenth century up to 
the present, may be seen in the building structure of Tornio. The new cen-
tre will continue this trend. Vehicular traffic will be arranged according 
to the needs of pedestrians, with car parking under the houses, leaving 
more space for green areas and parks. The ratio of shops/offices to resi-
dential accommodation will be 50:50. Dense building is also an economic 
solution, making space for more residences and services within the area. 

One social effect has been the increase in civic discussion concern-
ing the issues of Tornio and Haparanda. The arenas for discussion have 
been very active, particularly during the second phase of the project. It 
could be said that citizens have played a significant role in the develop-
ment of the towns, since this would not have been possible without the 
support and participation of the residents. It should be noted that the suc-
cess of Tornio is based to a considerable extent on an expert knowledge 
of border co-operation and export industries. The joint organisation, 
Provincia Bothniensis, which is co-ordinating this co-operation between 
Tornio and Haparanda, promotes close contact between the civil servants 
of each town, e.g. through common planning activities. 

Civil society inovation: The Bothnian Market 
The Bothnian Market of Tornio is a big event, arranged by local inhabi-
tants together with the local authorities. The most important group of ac-
tors involved in arrangements for this summer market have been the 
members of different local youth clubs and other associations. The mar-
ket has now been held on three occasions. The event supports tourism and 
improves the quality of life for the local residents.  

The head of the Cultural Centre, Anna-Maija Lauri, who visited the 
Medieval Market in Turku, had the idea for this innovation. She thought 
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that Tornio, as a historic trade centre, was very suited to the aim of re-
awakening old traditions in the present day. People connected with the 
town’s cultural centre, and various organizations such as an evening 
school and a provincial museum, developed the idea further. 

In order to actualize the markets, it was very important to establish 
connections with the local theatre company, whose professional actors 
took part in the market play, and various youth clubs, who provided vol-
unteers to act in the market area and serve a supper at the town hotel, in 
true eighteenth-century style. The museum’s input was important in pro-
viding professional knowledge for making dresses and suits for the actors 
in the different plays. The local parish arranged morning worship and the 
local chamber of commerce organized a sale in the market place. Finally, 
the local cultural and regional planning associations were involved in 
planning and creating events, according to the spirit of 1700. 

The Bothnian Market may be described as triangular in structure: 
at the market, craftsmen sell their products, in the style of the eighteenth 
century; actors perform in the area in costumes from the eighteenth and 
nineteenth centuries to dramatize the spirit of this period; the audience 
takes part in the play by watching it and talking with the actors. An au-
thor from Tornio wrote the first play and a group from the evening school 
wrote the manuscript for the play performed in 2003. They altered the 
setting from the eighteenth to the nineteenth century, presenting stories 
about real people and events.  

The municipality plays an important role as initiator, co-ordinator 
and facilitator of this innovation process. The Cultural Centre of Tornio 
made a proposal to arrange the Bothnian Market, and the town council 
approved the project on 19 April 1999. The project was also included in 
an EU EAKR programme (2000-2006) and received 568,842 Finnish 
marks (FIM).16 The municipality’s contribution was 265,218 FIM and the 
Culture Fund of Lapland contributed 50,000 FIM. The total financing for 
the project, over three years, was 884,060 FIM.17  

The project’s effect on local life has been positive. Firstly, the pub-
licity value has been noticeable. Approx. 25,000 people visited the mar-
ket between 1999 and 2001, and it was referred to in newspapers and fea-
tured on TV on two occasions. According to research carried out at the 
market, approx. 90% of the people interviewed thought that the Bothnian 
Market had had a positive effect on the image of Tornio.18  
                                                      
16 1 Euro = 5,94 FIM (09.08.2004) 
17 Peräpohjolan Markkinat, EAKR-hankkeen 1999-2001 loppuraportti, 15. 
18 Häätylä, Saija & Rensfeldt, Maria (2000) Peräpohjolan Markkinat – Tornion 
vetovoimatekijä. 
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Secondly, the innovation process has created new practices among 
people who have taken part in the organization of the market. Actors in 
the play went on tour together during the autumn. Performing in the play 
also gave them new general appearance experience, which later helped 
them in their efforts to attain new work. Doing a play together has trained 
people by teaching them appearance experience, which in its turn has 
supported them in getting new jobs. For unemployed people, the market 
project has offered training in making a livelihood from handicrafts. One 
textile company has been established during the project. Amongst other 
things, the project has encouraged people to engage in entrepreneurial 
activities and many people have been engaged in voluntary work con-
nected to the market event.  

Thirdly, the Bothnian Market has promoted other activities, such as 
the ‘Our Market’ project. This is a training project for people who engage 
in different ways with the Bothnian Market, financed by the EU through 
its ESR programme. The training has focused on the manufacture of tex-
tile, ceramic, wood and silver products for the Bothnian Market.  

This innovation process would not have been possible without the 
social capital that was created through previous projects in the civil soci-
ety sector. One of the most important, in this sense, was the music theatre 
of Fire Arrow (Tulinuoli) in 1996, and the Evacuation Procession event 
before that. Both events were arranged through the co-operation of asso-
ciations in the Tornio area, creating norms, values and competence that 
facilitated the co-operation required in the process of creating the Both-
nian Market. People who have taken part in this process have confidence 
in other members of the community and trust the associations they know. 
They expect to get support, if they need it, and to provide support for oth-
ers in the community.  

Ylitornio 
Ylitornio is still an agricultural community in many ways and almost 
15% of employment is in primary production (2001). Public services are 
the biggest employers in the municipality, accounting for approx. 40% of 
all jobs. Private services employed approx. 25% and refining 15% of the 
work force in 2001. One specific feature of Ylitornio is that there are 
many relatively small enterprises in the municipality: almost 23% of em-
ployees are themselves entrepreneurs.  

According to the municipal leadership, tourism is the most impor-
tant business of the future. There are no big skiing centres in the munici-
pality, but there are a few smaller tourist enterprises. The main strategy in 
Ylitornio is to develop nature-based tourism, especially in the summer, 
when the beautiful lake district and Tornio Valley’s river environment 
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offer enjoyment for travellers. There is a famous viewing point at Aava-
saksa, a beautiful hill a few kilometres north of the municipal centre, 
which was visited by foreign explorers in the seventeenth century and has 
attracted Finnish national painters since the mid-nineteenth century. In 
addition, the success of Tornio’s steel industry gives grounds for opti-
mism in the future; a number of immigrant employees have chosen 
Ylitornio as a more permanent place in which to live. The municipality is 
also active in trying to encourage people who have moved away to return, 
by organizing summer events, for example.  

The level of municipal services is still quite good in Ylitornio and 
there are also many kinds of leisure activities. One important aspect in the 
development of services has been cross- border co-operation: Ylitornio 
and Swedish Övertorneå have pooled their resources in health care pro-
jects. 

Civil society innovation: Shooting Centre 
The small-scale hunting association, Jupon Erä, in the northern part of 
Ylitornio, decided in 1971 to build a shooting range in the village of Pes-
salompolo. Since then, they have built several different kinds of ranges 
for different types of guns. They have also built a restaurant and office 
building (450 square metres), which includes accommodation for 35 peo-
ple. Approx. 7 million FIM has been invested in the development of the 
area. Finally, the small-scale hunting association has built a shooting cen-
tre, where the Finnish Hunting Association has arranged seven national 
championships. Over the years approx. 30,000 competitive shooters and a 
total of 60-70,000 guests have visited the centre.  

In the early 1970s, the association had between 30 and 40 mem-
bers. Over the years the number has grown, despite the fact that people 
are moving out of the area and are getting older. Today, 330 people are 
members of the association and 125 of them take part in the elk hunt, a 
time-consuming activity that takes place in the autumn. In the early 
1980s, when the association was first building its restaurant/office, 90 
male volunteers were involved and the house was built in three days. In 
addition, all the competitions and other events have mobilized local vil-
lagers in voluntary work. However, executive manager Raimo Yrjän-
heikki says that nowadays it is more difficult to get people activated. 
They are now founding a new gunshot association to support the recruit-
ment of new members and activate people in becoming involved in vol-
untary work.  

The local hunting association has co-operated with the Finnish 
Hunting Association and other associations involved in hunting and 
shooting activities. Metsähallitus, a state enterprise that manages the area, 
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has also been supportive in renting out the area to the association. 
Metsähallitus and its Wild North Business Unit also use and market the 
association’s services for tourist purposes. Southern executives visit the 
shooting centre every now and again when they want to enjoy hunting in 
Lapland. These contacts are useful when applying for money to develop 
the area. The construction of the shooting centre was partly achieved with 
the help of the National Employment and Economic Development Cen-
tre. Ylitornio municipality has not been very active in developing the 
shooting centre, but it did finance 10% of the final phase of construction.  

The hunting association has ambitious plans for the future: they 
want to build an indoor shooting range and hope to develop accommoda-
tion facilities in the area. In the hope of developing a village complex 
around the shooting centre, they are trying to get companies and various 
hunting and shooting associations to build cottages in the area. Their plan 
is to concentrate on shooting, but also to make use of all the nature-based 
activities in the area, e.g. hunting, fishing and sailing, berry picking, and 
snowmobile and reindeer safaris. If the plan succeeds, tourists and the 
tourism industry will also require services, bringing more jobs to the area. 
This would make it possible to run tourist activities all year round, which 
would be a sustainable way of developing tourism in the area.  

The association also wants to introduce local children to nature-
based activities, in co-operation with the schools sector of the municipal-
ity of Ylitornio; the intention is to stimulate children to be proud of 
northern nature. 

Business sector innovation: Ylitornio Concrete Production (Ylitornion 
Betonituote, YBT) 
Ylitornion Betonituote produces concrete mass and concrete elements for 
industry and to build houses. The company was founded in 1992, which 
was a time of economic depression in Finland, but it was able to develop 
into a flourishing industry and has been one of the most successful com-
panies in Lapland in recent years. YBT is a family company owned by 
three brothers. Their father had a smaller cement factory and his experi-
ence has been an important element in the development. The decision to 
found YBT was made by managing director Juha Alapuranen. Municipal 
manager Tuomo Karjalainen contacted Alapuranen in 1992 and asked 
him if he was interested in joining a company. The municipality, for their 
part, had received funding for a factory shed and planned to invest in 
such a project. Juha Alapuranen was trained as a building contractor and 
worked in concrete production in East Finland. He made a quick decision 
and, with the help of the municipal manager, they were granted additional 
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funding from the Ministry of Trade and Industry to establish the com-
pany. 

Over ten years, the company has produced concrete elements for 
600 buildings. Important customers come from the industry, but produc-
ers of semi-manufactured buildings also buy their products. The company 
turnover was €3.2 million (3.2 million euros) in 2003 and the company 
employs 30 people. Between 20% and 40% of production is exported, 
mainly to Sweden and Norway. YBT is a member of the Betonico co-
operation between companies that offer concrete mass and elements 
throughout the whole North Calotte area.  

Juha Alapuranen told us that the strategies of product development, 
customer trust and satisfied workers are the reasons for the company’s 
success. Throughout, YBT has developed its products so that it can offer 
finished facade elements. They have also invested in an expansion of the 
factory, so that they can sell whole structures for larger buildings, i.e. 
frames, walls and roofs. YBT also collects customer feedback systemati-
cally, so that the whole business process is evaluated. Their workers are 
trained in concrete production and are involved in regular discussions 
about the development of their work in the company. The company also 
organizes free-time activities for the workers. YBT uses the ISO 9002 
quality system to control its business. 

Ylitornio municipality has been active in supporting the company. 
The initiative to start the business came from the municipality. They of-
fered a cheap factory shed and helped to acquire the funding to start the 
business. Since then, the municipality has also funded aspects of the 
workers’ training.  

Public service innovation: A gym for elderly people 
Ylitornio municipality started a gym for elderly people in 2003. All the 
equipment is arranged with older customers in mind: it is easy to use and 
the weights are light. The idea was the initiative of municipal physio-
therapist employees, who themselves were interested in weight training. 
At the end of the 1990s they had read a research report maintaining that 
muscular strength training is a very useful and effective way of keeping 
older people fit. Problems that institutionalize the elderly often relate to 
their physical fitness. In Ylitornio the population is ageing rapidly and the 
aim is to try to help them to live at home for as long as possible. The 
problem in realizing the idea was a lack of funding, but luckily the mu-
nicipality of Ylitornio received a legacy of several million FIM. This 
made it possible to purchase the special equipment required. 

About 80 people, with an average age of more than 65 years, work 
out once or twice a week over a period of a couple of months. No more 
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than four people make up a training group, because the older clients need 
special help. Group training is important to these people, who may be 
living alone. The municipality also offers transport to the gym, which 
makes access easier. 

The man behind this initiative is employed in the municipality’s 
physiotherapy service. He said that at first there was some suspicion as to 
whether muscular training would do any good for the elderly. Now opin-
ions have changed and the municipality is opening a new gym in the vil-
lage of Meltosjärvi so that the facility is also offered to people in the 
northern part of the community. 

Business sector innovation: Kantele and guitar manufacture (Ylitornion 
Soitintuote Ky) 
Ylitornion Soitintuote Ky is one of the few manufacturers of the kantele, 
a Finnish version of the zither. The kantele is a traditional Finnish 
stringed instrument played by, for example, Väinämöinen, the main char-
acter in Finnish national epic Kalevala. Kantele production began in 
Ylitornio in 1983, when Pekka Lovikka and his partner wanted to try 
their skill in the instrument-making business. They made a good start, 
because the kantele had been gaining in popularity since the beginning of 
the 1980s. Prior to that, the kantele had become almost a forgotten in-
strument, so their starting point was practically zero. Now Pekka Lovikka 
runs a business with a turnover of €200,000 and has four employees. 
‘When we came to the business as young people, we started to develop 
the kantele as a modern and multiform instrument,’ Pekka Lovikka told 
us. Ylitornion Soitintuote was the first company to produce an electro-
acoustic kantele and developmental work is still going on. Now they pro-
duce eight different models, from the piccolo (the small five-string 
kantele) to the electronic 39-string concert kantele.  

Besides kantele production they have also developed their own 
guitar models. The guitars were ready to be marketed in the winter of 
2003-04. Lovikka’s own guitar models, Odin and Freya, are unique in 
their design and sound. Musicians, instrument-makers and other profes-
sionals have also participated in product development. The Faculty of 
Arts at the University of Lapland was involved in the graphic planning 
stage, and the project was partly financed by the Employment and Eco-
nomic Development Centre in Lapland. 

Kantele- and guitar-making is the main branch of business at 
Ylitornion Soitintuote, but they also carry out subcontracted work, pro-
ducing wooden parts for other companies. The reason for this is that the 
kantele market is quite small and their own guitar models are new prod-
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ucts. The company sells its instruments to music shops and directly to 
musicians. 

Making use of the Internet opened up a very important new mar-
keting potential. Because the kantele is a unique instrument, it is easier to 
sell it through Net home pages on the global market, while guitars are 
sold in a more traditional fashion. Nowadays Ylitornion Soitintuote sells 
about 30-40% of its kanteles abroad, mainly to the United States, where 
the descendants of Finnish immigrants are now playing the instrument of 
their forefathers. The kantele is also exported to Japan and Germany.  

The municipality has supported the company by building a produc-
tion plant that Ylitornion Soitintuote later bought for a reasonable price. 
Otherwise, the company has survived on its own, progressing step by step 
in an independent fashion. 

Pello 
Pello is a small municipality south of Kolari, bordering the River 
Tornionjoki. The distance from its main centre to the provincial capital of 
Rovaniemi is 100 km, and it is 120 km from the former provincial capital 
of Tornio. Pello has a rural tradition, with no major industries or famous 
tourist destinations. The population has been decreasing for a long time; 
at the end of 2002 there were 4,625 inhabitants. Migration accounts for 
most of the decrease, but the natural population growth has also been 
negative. However, there has been a change in this lengthy trend, with a 
loss of only 23 people in 2002, compared to 128 people in the year 2000. 
The main factor behind this change has been a new balance of migration: 
the net loss was only six people in 2002. This change is thought to be due 
to a new municipal strategy that also includes an ‘image improving pol-
icy’ in Pello. 

Although Pello hasn’t been a strong tourist destination in the past, 
it has developed certain themes that have matured over the years to be-
come significant elements of interest for the media and tourists. A mix-
ture of third sector [civil sector] work, public contributions and private 
sector involvement has taken various forms relating to several specific 
projects in Pello. As far as the private sector and the livelihood of the lo-
cal people are concerned, there has been a significant development since 
Pello became an important supplier of transport services for a wide area. 
The selected case studies include a joint public sector (municipal) innova-
tion, a commercial success story and a voluntary and public partnership 
(VPP). In addition, we have chosen a case based on the history of sci-
ence.  
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Public sector innovation: ‘Lively Life to Tornio Valley’ – a municipal 
counteraction 
The municipal initiative ‘Elävää elämää Tornionlaaksoon’ (‘lively life to 
Tornio Valley’) started as a project in the autumn of 2001 and lasted until 
the summer of 2003. The main aims were (1) to improve the image of the 
area and (2) to implement various practical improvements facilitating 
positive development. The latter aim was split into four sub-themes:  
 
– Initiating and supporting return-migration 
– Promoting distance work 
– Consolidating a local agro-food exhibition (every third year) 
– Improving the general infrastructure for local events  
 

It is agreed that the municipal project has succeeded rather well in 
its aims. As already noted above, the migration balance was almost 
achieved in 2002, partly due to a special campaign ‘Kotipaikaksi Pello’ 
(‘take a homestead in Pello’) associated with this project. A themed paper 
with this campaign title was published in May 2002 and included positive 
interviews with people who had moved to Pello. A special ‘Muuttaisinko 
Pelloon’ (‘should I move to Pello?’) clinic for potential ‘returners’, pro-
moted on two occasions at the annual national tourism fair (MatkaMes-
sut) in Helsinki, also facilitated return migration. In addition, a market 
place for real estate in Pello was created on the Internet (www.Pello.fi).  

A new concept of a local exhibition about agro-food [cultivated 
under controlled conditions] was developed under the title ‘From Tradi-
tion to the Future’. The exhibition is organized every third year, in 1999, 
2002, etc. The general infrastructure for various events has been im-
proved, e.g. the floor of the skating hall has been paved for multiple uses. 

The municipality has employed a project co-ordinator (Inka-Liisa 
Rundgren) for a period of less than two years for the main project ‘Lively 
Life to Tornio Valley’. She has been regarded as a very good organizer 
and ‘spirit creator’. In general, the administrative staffing level has been 
light. In conclusion, it may be noted that Pello has acquired several posi-
tive elements within its profile, thanks to the procedures described. The 
role of the public has been crucial in this, but some elements from both 
the private and civil sectors have been combined in its campaign, which 
has clearly been influential, both in changing the local attitude and con-
structing a better image of Pello. 

Business sector innovation: A flourishing village shop with broad wings 
A company formed around the village shop in Lankojärvi is a surprising 
and joyous example of what is possible in business, even in a small vil-
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lage of less than 300 people, located 25 km from the municipal centre. In 
1966 Heikki Rautio established a village shop in which he and his young 
wife were employed. He had already dealt in chainsaws for years and 
from 1964, when TV broadcasting was extended to the region, took on 
televisions as a new trading and servicing article. His trading principle 
from the beginning has always been a combination of selling and servic-
ing: the product is delivered to the customer’s home and installed, as well 
as being serviced later on. This principle of prompt service has become 
rare in modern times and works very much to his advantage. 

It is a fact that a population of less than 300 people cannot sustain a 
village shop in the Finnish countryside. Another business idea on the part 
of Heikki Rautio Ky. (his company) has been to search for and combine 
business activities suitable for a group of core personnel consisting of 
Heikki Rautio and his wife, son and daughter-in-law. The main clientele 
in the chainsaw business has changed from professional forest workers to 
semi-professionals and cottage-owners. Another line of business is in op-
erating lorries and trucks. The family company has two big lorries; these 
are used for the transportation of goods, but also for other sources of in-
come. The two men in the company keep hundreds of kilometres of road 
clear of snow every winter with special snowplough equipment. The son 
has a business training, but he enjoys lorry driving as an alternative to the 
company paperwork. They also have special tractors for digging soil and 
loading sand. 

For years, the backbone of the company’s business has been a net-
work of various joint ventures, together with good, trustworthy partners 
in different parts of Finland. These joint ventures take various ad hoc 
forms, but they all have one thing in common: a knowledge of and trust 
in suitable people. 

One joint venture has been the import and sale of lawn mowers to a 
wide market in Finland. Large-scale advantageous purchases are made 
possible via a group of entrepreneurs. Each takes care of the delivery and 
service in an agreed area.  

Another line of business has involved specializing in buying and 
selling used truck-lifters. This business started quite accidentally. A metal 
workshop in Kolari went bankrupt and Rautio, together with an acquaint-
ance, decided to buy the machines and other equipment. His partner hap-
pened to know enough people to make the bargain a success. The con-
tacts with those who needed this kind of equipment expanded rapidly. 
One potential buyer telephoned all the way from Hong Kong to confirm 
his bid. Three other buyers arrived (separately) in private aeroplanes to 
look at the machines. This new type of successful buying and selling op-
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eration resulted in a similar new offer from another bankruptcy admini-
stration elsewhere in Finland. The company gained experience in a new 
line of business; this made it possible to take on, with a partner in south-
ern Finland, importing second-hand truck-lifters as an extension to this 
new line of business. The truck-lifters were imported from Central 
Europe at first, but the partners soon noticed that the origin of their im-
ports was usually Japan. To avoid unnecessary costs and stages in the 
delivery chain, imports in this line have been made directly from Japan 
for the past three years. 

Siemens, a big international brand of household machinery, made a 
hesitant representation agreement with Heikki Rautio Ky in 2001. Their 
doubts were based on the company’s remote location and scarce popula-
tion base. Three years later, in March 2004, the Finnish representative 
was very satisfied with the sales results. On his visit, he was surprised to 
see that the prompt service principle of this village-based company had 
functioned much better than the limited ‘onsite purchase’ facilities of 
bigger suppliers. 

Heikki Rautio’s business philosophy includes a number of interest-
ing elements. A personal touch and helpful service are his main princi-
ples. Operating as a shopkeeper together with various combined activities 
in a small village is a clear advantage when people understand that the 
shop alone would not survive. Success is necessary and to the benefit of 
everyone in the village. The role of publicity is vital: free (non-
advertised) publicity is much more valuable for a village shop than paid 
advertisements. There must be genuine reasons for free publicity offers at 
suitable intervals: festivities, village shop days and other news. Even the 
annual seasons play an important role: ‘wet and darkening autumn days 
diminish people’s desire to buy – even tools that are necessary for the 
approaching winter. But when the day lengthens and the sun shines, peo-
ple like to plan and buy … they want to do more and get themselves 
equipped.’ 

Civil sector innovation: ‘Poikkinainti’ – marrying across the river 
There is a long tradition in Tornio Valley of getting married across the 
river. For decades Sweden, even in the North, was much richer than 
Finland. It was very common for young Swedish men with new Volvos to 
attract Finnish girls and marry them. The newly-wedded couple would 
then usually move to the wealthier, Swedish side of the river and settle 
there. These ‘international’ couples are known locally as those who have 
‘married across’. Altogether, there are hundreds of such couples in 
Tornio Valley. 
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Finland gained wealth more rapidly than Sweden during the 1980s 
and 1990s, and the difference in the general standard of living has now 
been reduced. Today, therefore, the balance between those settling down 
on the Finnish side and those on the Swedish side of the river is rather 
better. The idea of developing this centuries-old practice into a special 
event in Pello was developed in the early 1980s. The first public ‘Poikki-
nainti’ (‘marrying across’) celebration was organized in July 1982. It re-
ceived very wide publicity, partly due to the fairly humorous title of the 
event (the true meaning of this familiar title remains a teasing puzzle to 
most Finns). This event soon developed into the best-known annual event 
in Pello. It is always held in July, starting on a Friday and ending on a 
Sunday. The marriage ceremony, the highlight of the event, takes place 
on the Saturday afternoon. The Friday is usually reserved for various 
sports activities and the Sunday for a church service and cultural presen-
tations. The Saturday serves as a market day for local handicrafts and 
other products. There have been approx. 2,000 participants in the various 
events of a typical ‘Poikkinainti’ weekend. 

The ‘marrying across’ celebration is a public event with free entry 
and some free catering for those who participate. It is organized by a spe-
cific local society of volunteers, ‘Poikkinainti ry’, which advertises, re-
ceives applications for and selects the new couple to be wedded. The 
main criteria for the couple are (1) that they originate from different sides 
of the river and (2) have local ties. The programme for the event includes 
performances, and sometimes exhibitions by local artists. The society 
also compiles a special event programme every summer and collects a lot 
of revenue from advertisements. This is the main source of income for the 
society. Members of the society are mainly local individuals, but compa-
nies and other societies are also involved. The municipality helps with 
arrangements for the event in two ways: by engaging an employee for 
five to six months before the event, and by sponsoring the arrangements. 
Most of the work for the event takes place on a voluntary basis, so this is 
a typical example of third sector activity. 

This event is the best example of a local civil sector activity in 
Lapland that has made the name of the municipality widely known on the 
basis of a local practice and local traditions. The effects of image building 
have been very strong. In Pello’s case, this has all been achieved with a 
minimal input of resources. 

Business sector innovation: History of science as a potential for innova-
tion  
The background for this case study is a series of events based on a scien-
tific expedition headed by the Frenchman Pierre-Louis de Maupertuis to 
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Tornio Valley in 1736-37. The reason for this trip was a scientific dispute 
between the President of the French Academy of Sciences and de Mau-
pertuis about the shape of the Earth: whether it was a stretched ball, like a 
lemon, or a pressed ball, like a mandarin.  

The empirical evidence required astronomical measurements near 
the North Pole and close to the Equator. Tornio Valley, between the town 
of Tornio and the village of Pello, was chosen as the northern working 
environment. A measurement line some 120 km in length was con-
structed along the river valley up to Pello and the empirical work was 
completed within one year. The measurements proved de Maupertuis 
right: the Earth was a slightly flattened at its poles – like a mandarin. His 
book ‘La figure de la terre’ was published in 1738 and it quickly made de 
Maupertuis the biggest scientific hero of his time. The expedition made 
Tornio Valley famous in contemporaneous scientific and cultural circles, 
partly due to the description of various vivid incidents in the books writ-
ten and tales told about the expedition. 

The idea of making something of this great scientific breakthrough 
has been developed ever since the mid-1980s. Pentik, a dynamic com-
pany with dealings in the pottery industry and tourism, based in Lapland, 
built a new, high profile tourist site named ‘Pellon Vihreä Pysäkki’ (‘The 
Green Stop of Pello’) just by the bridge between Finland and Sweden in 
Pello. The 250-year anniversary celebration of de Maupertuis’ expedition 
was organised in the autumn of 1987. The festivities took place at the 
same time as the inauguration of the new tourist attraction, including a 
stylishly designed building with a restaurant, premises for art exhibitions, 
tourist information and souvenir shops. The festivities were very well 
planned and high-spirited; the Swedish and French ambassadors partici-
pated in the events, as well as the Finnish Minister for Foreign Trade. 

The event attracted wide attention in the regional and national me-
dia, since the historical background to the happening had not been well 
known prior to this. The festivities also improved the public image of 
Pello and likewise supported the local identity. The event also offered a 
good base for various associated projects in the form of souvenirs, festivi-
ties, etc. A French documentary film about de Maupertuis’ expedition 
was produced in 1999 and there are now guided tours for those interested. 
However, the potential of this scientific and historical event has still been 
only partly realized. A new wave of ‘informed tourism’ may help the 
various elements of this historical scientific break-through (and related 
incidents) to flourish again. The revelation of its specific potential as a 
good raw material for modern use is at the core of this innovation. 
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Kolari 
Kolari is an extreme example of dramatic change in the production struc-
tures of Lapland. Until the early 1990s there were two mines employing 
some 400 people. Then mining activities ceased, giving rise to an unem-
ployment rate within the municipality that peaked at approx. 24%. Hav-
ing had a long and strong industrial tradition of mining work in Lapland, 
Kolari lost its main industrial base and became known as a municipality 
in crisis. A group of large mountains called Ylläs is located some 30-40 
km east of the municipal centre in Kolari. Interest within the local ad-
ministration in developing tourism was not very high for as long as the 
more traditional main industry offered sufficient employment.  

A clear institutional orientation towards innovations as a source of 
development took place in the mid-1990s. Having joined the EU, Finland 
reorganized its regional development policies. Training was selected as 
the basic strategy to cope with this new situation. The Centre for Continu-
ing Education at the University of Lapland organized a training project, 
‘Ytyä Kolariin’, for the locals in Kolari. For their part, the latter held a 
specific innovation workshop (‘Innopaja’), where new ideas concerning 
employment and production were developed. Amongst these was the idea 
of developing new types of tourist products, based on the large marsh-
lands and plentiful turf that are to be found in Kolari. Later on, this idea 
was developed into a number of very successful practical applications. 
The first stage of institutional innovation in Kolari can therefore be iden-
tified in the training projects that were planned and executed within the 
EU programmes that were new at that time. Relevant EU programme 
frameworks have since provided a basic structure for various develop-
ment projects in Kolari (as in most other municipalities). 

In summary, Kolari now offers good examples of three main areas 
of institutional innovation:  

• Public and private partnership (PPP) in tourist developments 
in the Ylläs mountain area 

• Well-developed patterns of village activity 
• Voluntary and public partnership (VPP) in ambitious cultural 

events. 

Public and private partnership requires a co-operation between the 
public and private sectors, where the roles of each and everyone involved 
is clearly defined and of significance in projects that have common inter-
ests. In the development of tourist destinations, both sectors are usually 
essential. Master plans of the territory, water and drainage systems and 
certain safety issues are normally tasks for the municipality, while the 
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private sector usually takes care of the business operations. Major in-
vestments in real capital for tourist expansion (such as hotels) are often 
too major or risky for local (and other) entrepreneurs, and municipalities 
are therefore invited to be partners in a joint venture.  

Public sector innovation: a new municipal orientation – from minerals to 
modern tourism 
The dramatic closure of the mines in Kolari represented a very big chal-
lenge for the municipality. In this situation, tourism was chosen as the 
core aspect of the new development policies. However, progress was 
rather slow for the first few years. A long and deep recession hit Finland 
from the beginning of the 1990s, and there were also some tedious local 
disputes within the municipality. But the new orientation had become 
more evident by the end of the 1990s. This new approach, with all its as-
sociated practical applications, is the most significant municipal innova-
tion to have taken place in Kolari. 

There are now five main themes in Kolari municipal policy that 
may be defined as essential aspects of the municipal package of innova-
tion. They all facilitate progress in the leading new means of livelihood, 
which is tourism: 

• The Ylläs National Park project 
• The landscape road on Ylläs Mountain 
• Hotel Ylläs Saaga 
• The marketing organization for the Ylläs area 
• The railway services to and from Kolari. 

Four of these five themes are associated with the Ylläs area, the 
main tourist destination in Kolari and one of the big, growing tourist des-
tinations in Lapland. All five projects are intended to improve various 
types of infrastructure for tourism in Kolari. This orientation is very well 
suited to the general character and commonly accepted role of municipal 
policies, creating good living conditions for inhabitants, and offering jobs 
and services to enable their way of life to function well. The innovative 
process has been subject to normal administrative procedures. However, 
all five projects have also included significant amounts of co-operation 
and networking between partners, both public and private. The role of the 
municipality has been crucial; internal political disputes have, to some 
extent, underlined the value of success in networking of this type. 

The active role of the municipality in creating good conditions for 
tourism has resulted in many practical innovations in Kolari. The Ylläs 
National Park is a very important infrastructure for the development of 
tourism in the region. The landscape road on Ylläs Mountain (work starts 
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during the summer of 2004) will link the two main villages in the Ylläs 
area and will benefit local people, companies and tourists. The functional 
idea of Hotel Ylläs Saaga was initiated and mainly developed by the mu-
nicipal leaders, but the operative planning and business aspects were soon 
delegated to the commercial sector. The marketing organization for the 
Ylläs area was created and, at least to start with, indirectly operated by 
the municipality. Passenger trains to Kolari started in 1985 and have con-
tinued since then, even though the passenger railway network has been 
cut in many other areas of Finland. The passenger volume to Kolari has 
been about 70,000 per annum, covering the main tourist seasons and of-
fering a very valuable basic infrastructure. The renovation of the railway 
station area was completed recently. 

As a further example of innovative pursuits on the part of the mu-
nicipality, it may be noted that there was a special ‘espionage’ group tour 
to East Finland in August 1986. The aim of the trip was to find new ideas 
for developing tourism in Kolari. After having seen an exhibition on an-
cient mythology in the cave premises of Retretti, Punkaharju, one mem-
ber of the municipal group had the idea of creating an opera for Ylläs, 
which (as described later in this chapter) eventually came to fruition! 

Municipal sector activity is by definition public, but tourism re-
quires private partnership. In the case of Kolari, voluntary projects have 
also benefited considerably from municipal support of both a material 
and non-material type. As far as co-operation between the three sectors is 
concerned, all the main combinations are represented: PPP (public and 
private partnership), PVP (public and voluntary partnership) and PPVP 
(public, private and voluntary partnership). 

Business sector innovation: Ylläs Saaga – health through innovative hotel 
services in the wilderness  
The municipality of Kolari took the initiative to build a new modern 
‘health spa hotel’ in the Ylläs area, which already had a few hotels. It also 
assembled the partners for this venture. The idea was to offer a new kind 
of rehabilitation service by making use of the area’s natural environment. 
The hotel company was established, with a substantial municipal stake, a 
new modern building was constructed and the Ylläs Saaga Hotel opened 
in March 2003. The hotel and rehabilitation business is operated by Lo-
maliitto, a minority partner in the hotel company. Other partners include 
Finnish trade unions and local tourist businesses. The main aim has been 
to create a new type of health service in the Ylläs area and thereby extend 
the hotel’s season year round. Ylläs Saga is now the only hotel in the area 
that operates in all seasons. It is still difficult to evaluate the economic 
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success of this project, but at any rate there are clearly innovative features 
in its concept. 

Certain structural changes to Finnish society provide a more gen-
eral background to this hotel project: working life in Finland has become 
more stressful and ‘burn-out’ (employees becoming tired and worn-out) 
is common as a result. People are increasingly more interested in their 
health and they also want to invest in it. The strong Finnish tradition of 
the rehabilitation of war veterans in spa hotels offers a particular back-
ground to this venture, though the number is diminishing together with 
the number of war veterans. 

The hotel has 84 twin-bedded rooms (with an option of two extra 
beds in each room). The company wants to specialize in ‘soft rehabilita-
tion’ instead of the much more expensive, ‘heavy rehabilitation’. The in-
novative ideas are as follows: 

• Incorporating nature into the rehabilitation process: this in-
cludes physical exercise, but a large number of the other 
therapies also take place outdoors in natural surroundings. 

• A new pattern of offering short-term rehabilitation has been 
developed with experts in this field. 

• The hotel’s capacity is used in a flexible manner for both re-
habilitation and normal tourism; peak seasons are utilized for 
well-paying tourist purposes and low tourist seasons are used 
mainly for rehabilitation. 

• Trade unions (who are also owners) have been involved in de-
signing and marketing the services of this hotel, as well as 
subsidising the cost of health programmes for their members. 

• Unlike the common older Finnish pattern of rehabilitation, 
customers always have to pay some part of the costs here; this 
is also considered to guarantee a better commitment to the 
programme. 

The concepts developed in this new hotel take skilful advantage of 
the changing needs of the welfare society, work life and the company’s 
own ownership structure. The hotel project includes clearly innovative 
solutions in concept-building, networking and product development. This 
case predominantly represents the private sector, but it has created an in-
novative combination of private and public activity and finance. Except 
in the case of the trade unions, the voluntary sector has very little role to 
play here. 
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Civil sector innovation: Kurtakko – the mirage village in a wet wilder-
ness 
Kurtakko offers various examples of well-developed village activities. 
The village has some 200 inhabitants and is located 20 km from the mu-
nicipal centre. The Village Society has developed several concrete exam-
ples of lively community activity. It is a pioneer of village projects using 
wide networks that extend to various sectors of administration and exper-
tise. Several EU and national development programmes are used skilfully 
for the common good of the village.  

The first and, to date, largest project is ‘Telatie’, a 20 km long log 
track, built in a traditional manner over the marshland between the vil-
lages of Kurtakko and Venejärvi. The idea for this project was developed 
in the late 1990s and includes the rebuilding of an old post route (dating 
from the time when there were very few roads) for tourist trekking in an 
exceptional environment, passing through a large swampland. The project 
has made use of the expertise and finances of several partners, including 
the department of employment administration, the department of the en-
vironment, the regional administration of Lapland, the University of Lap-
land, the state forestry commission and several EU programmes. The Vil-
lage Society was established at the beginning of the project, and has had a 
key functional role in both the planning and control of this project. The 
Society is an important institutional innovation in its own right. Through 
its existence, the villagers really feel that they have created their own pro-
ject, on their terms, but in the Society they also have a very useful 
framework for various networks outside the village. The specification of 
the project’s aims, such as traditional design, construction materials and 
the use of labour, is largely local. The role of social capital in utilizing 
personal networks has been essential in finding the necessary links to ex-
ternal expertise and finance. 

Among other thematic projects in Kurtakko, the recently intro-
duced ‘village house’ is particularly important. This is a charming old, 
renovated building that originally served the villagers’ needs. In its new 
form it also serves tourists and other travellers as a coffee house and 
handicraft shop. The new village house has a very stylish public room 
with cafeteria services, information about local programmes and other 
services, handicrafts and other little things to buy. The house is open 
daily and the local women’s institute organizes the staffing. The village 
house is like a pearl in the midst of a wet wilderness area, and this is the 
second fulfilled innovation in Kurtakko.  

There are other realistic aims on the Village Society’s list: a village 
fence, purification of the local lake, etc. Kurtakko offers a really excellent 
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example of voluntary and public partnership (VPP), because the Village 
Society has been able to tie in many public organizations with its own 
activities. The role of the private sector is growing in the field of small-
scale tourism, and this provides the basis for a VPPP definition as well. 
The significance of the Kurtakko innovations contributes to the general 
wellbeing of the villagers, not only as far as their identity and the quality 
of their social life is concerned, but also because they provide an infra-
structure for increasing activities and the income from tourism. 

Civil sector innovation: ‘Velho’ – opera miracle in the mountains 
In a series of opera performances created by the Opera Society,  ‘Velho’ 
is by far the most exciting and influential event that has taken place in 
this area for a very long time. It has been both an artistic and a cultural 
success, but it also served as a necessary means of prolonging the local 
tourist season. Most importantly, it was an example of incredible local 
self-reliance at a time of deep recession in Finland and Lapland. It 
has also generated a strong trust in local cultural initiatives over a 
wide area outside Kolari. 

In Finland, like many other countries, a lot of voluntary work re-
lates to cultural projects. Kolari has become very famous all over Finland 
for its ‘opera in the mountains’. The idea of producing new and full-scale 
operas on a local basis was developed in Äkäslompolo, a small village 
some 30 km from the municipal centre of Kolari. The project started with 
a great number of volunteers participating in the artistic and practical ar-
rangements. The opera choir alone comprised some 80 volunteers who 
travelled to weekly rehearsals from an area within a radius of 60 km. The 
performance premises were built in a location where a lake and a moun-
tain formed a natural setting and background. The project comprised sev-
eral new ideas of how to combine voluntary work with public support and 
private commercial input. It started with a completely new opera named 
‘Velho’ (‘The Witch’). Kalervo Uuttu, a dynamic local man widely 
known for the richness of his ideas, wrote the libretto on the basis of old 
tales from Lapland. The music was commissioned from Ilpo Saasta-
moinen, a well-known Finnish professional composer. This opera was 
performed over three summers. Following this a new opera called 
‘Riekko’ (a bird from Lapland) was produced, and again was performed 
for three years. Then there was ‘Käärme’ (‘The Warm’), which ran for 
another three years. Finally, in the tenth summer of the project, all three 
operas were performed, and then the project was closed.  

The key roles of artistic direction and performance were recruited 
by applying the principles of more or less any other job, while the major-
ity of the performing staff did not receive any salary. Kalervo Uuttu – 
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together with Johannes Seppälä, a local carpenter – personified in many 
respects the local origin and character of this opera project. Another main 
initiator was the chairman of the Opera Society ‘Velho’, Hilja Liima-
tainen, who skilfully managed the project and co-ordinated contributions 
from a host of different partners and volunteers, both public and private.  

The scale of this opera project may be understood on the basis of 
sold tickets: some 70,000 people paid to attend the opera performances 
over a period of ten years. As there were only about ten performances a 
year, each performance represented a big event in a village of some 250 
inhabitants!  

All three sectors, including significant publicity contributions from 
private sponsors, were absolutely indispensable to this massive project. 
This opera series is an excellent example of a functioning VPP combina-
tion. The volunteers have clearly been dominant, but the public has also 
been absolutely necessary. The role of the private (commercial) sector 
has been more ‘natural’, co-operating on the basis of its normal princi-
ples. 

Muonio 
Muonio is a service-based municipality where almost half the available 
jobs are in the private service sector. This is an exceptionally high rate for 
Lapland. The proportion of those employed in the public services was 
about 36% in 2001, which explains why a total of approx. 85% of the 
work force is employed in the service industries. Refining accounts for 
about 8% of jobs, and primary production for less than 5%.  

In Muonio there are over 150 enterprises in different fields and the 
level of commercial service in the main village is good. Car testing is an 
important international service in Muonio, and the biggest enterprise in 
the municipality is in this sector. The number of jobs in car testing has 
trebled in less than ten years, and in 2001 almost 200 people worked on 
technical testing during the wintertime. 

There are about twenty enterprises in the tourist industries. Tourist 
activities in Muonio are nature-based, e.g. cross-country skiing and track-
ing, because there are conservation areas in the municipality. Many en-
terprises are of quite long standing and are owned by local people. This is 
considered to be an advantage: people in the business sector are also 
committed to the general development of the region. 

Public sector innovation: Muonio’s mighty ski-tracks 
Since the early 1980s, Muonio has systematically developed its ski tracks 
for cross-country skiing and biathlon purposes. The idea arose from the 
fact that the local ski-centre, Olos, had a different profile from others in 
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Lapland: tourists coming to Olos were more interested in cross-country 
skiing than downhill skiing, even in the 1980’s when downhill skiing be-
came popular. The director of the Olos ski-centre was a former skier him-
self and a ski instructor; he had also been the leader of the municipality’s 
sports sector. Together with other skiing enthusiasts, he made the first 
application for the department of employment administration to subsidize 
the construction of ski tracks. 

Since then, about 10 million FIM have been spent on the construc-
tion of ski tracks, which connect different parts of the municipality, in-
cluding tourist centres and hotels. There is a network of tracks totalling 
60 km, of which 40 km have electric lighting. An important part of the 
skiing business is the so-called First Snow Track, which was built in the 
late 1980s. As the first of its kind in the Nordic countries, they used a 
snow-making system, which made it possible to start the skiing season as 
early as October. This track is now four kilometres long and receives 
heavy use, especially by professional athletes.  

The municipality took a leading role in developing this innovation. 
It has received mainly public financing, since 70% of the funding came 
from the department of employment administration, 10% from the mu-
nicipality and 20% from local enterprises. All the main tourist enterprises 
have helped to finance the project. In addition, shopkeepers located in the 
municipality’s centre have contributed to the funding. The Finnish Skiing 
Association and The Finnish Biathlon Association have also been impor-
tant co-partners: they have brought their skiers to Muonio in the early 
skiing season, because of the training facilities. They have voiced their 
needs and ideas to the local actors in order to develop the tracks and fa-
cilitate the skiers. One example of this is the shooting range of 31 targets, 
which has been built with all the necessary facilities to fulfill the de-
mands of international competitions. Skiing business in Muonio has es-
tablished international networks: Muonio has organized international ski-
ing competitions in November that were accepted onto the skiing calen-
dar of the FIS (International Ski Federation), and international biathlon 
competitions are held one week later. In 1989 Muonio organized the 
opening competition of the World Skiing Cup, which demanded a lot 
from local organizers in the small municipality. They enlisted about 300 
people to organize the competition, most of whom were recruited locally. 
Over the years, professional knowledge has been developed, together 
with human and social capital in organizing sport competitions, which 
will also be used in the future. There is a plan to try to secure the opening 
competition of The World Biathlon Cup in a couple of years’ time.  

 202



Besides all this, the development of skiing tracks and associated 
businesses includes the local high school and vocational school offering 
skiing exercise and training as a part of their wider educational curricu-
lum. Because of this facility, students are attracted to the high school 
from all over Finland. Next autumn a new course for ‘track masters’ 
starts at the vocational school, where the students will learn the tech-
niques of snow-making, and the building and up-keep of tracks. Good 
tracks for skiing, snowmobiles and husky-dog, reindeer and horse sledges 
are necessary for the local tourist industry. 

The idea of concentrating on cross-country skiing instead of down-
hill skiing in the 1980s, funded by the public and private sectors, as well 
as recruiting local people to the skiing business, and the constant devel-
opment of tracks and First Snow Track, have all helped Muonio to de-
velop as a centre for cross-country skiing in Finnish Lapland. Usually 
about 400 national and international skiers arrive every year to train and, 
at best, 700 skiers and their teams are active users of the facilities. Be-
cause of the international and national first snow competitions, Muonio 
has received positive publicity in the media. Ordinary Finnish people, 
who generally prefer cross-country skiing, have bought cottages in the 
area and many of them spend several weeks in Muonio, since the skiing 
season here lasts from October to May. This explains why the winter 
tourist season is quite stable and lasts several weeks longer in Muonio 
than in many other places in Lapland. 

Business sector innovation: Harriniva holiday centre 
‘We haven’t organized a trip to the moon, yet’ is a slogan of the manag-
ing director of Harriniva, Kyösti Pietikäinen. By this he means that suc-
cess in the tourist business requires the constant development of new 
products. Kyösti Pietikäinen is known as ‘Mr. No-problem’ among his 
international partners, because creative madness and courage are needed 
when developing tourist attractions for the global market. 

In 1973, Pietikäinen’s parents rented a camping site from 
Metsähallitus (a state enterprise that managed the area) via the municipal-
ity. The contract was for one year at that time and business operated only 
in the summertime. Most of the tourists were families from Norway and 
Finland on car trips, staying just one night on the camping site. Later, the 
family Pietikäinen made a direct contract with Metsähallitus for several 
years and this made it possible to develop the camping site. In 1982 there 
were eighteen cabins when Kyösti Pietikäinen started as a full-time 
worker in the business. The camping site attracted its first winter tourists 
Easter 1982, but tourism did not provide a full-time income; he and his 
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family were making souvenirs from Lapland during the winter and selling 
them in the summer.  

There was a need for tourist programmes and activities in this area, 
so Harriniva started to develop tourist products. In 1982 the first snow-
mobile safaris were organized for Finnish tourists coming to Muonio with 
their own snowmobiles. In 1985 Kyösti Pietikäinen bought his first rub-
ber raft for trips on the River Tornionjoki, which flowed past the camping 
site. This may have been more of a hobby for the proprietor than a busi-
ness, to begin with: during the first summer there were only 50 customers 
for the raft trips. 

Tourist demands were growing and by the 1990s a mere cottage 
was not enough, so organized holiday activities became more important. 
This change became apparent by 1994, when approx. 24,000 guests tested 
their courage on the rapids of the River Tornionjoki using Harriniva’s 
rubber raft. During the 1990s Harriniva began to organize husky sledge 
trips and these, too, became very popular. Now Harriniva organizes trips 
into the wilderness during the winter, using the 100 snowmobiles and 350 
husky dogs that he owns. New accommodation facilities have been built 
to increase the capacity. At first a hotel with twelve rooms was built in 
1992. Now there are 64 rooms and 20 summer cottages, with beds for a 
maximum 180 visitors. Another 37 rooms are available at Hotel Kittilä, 
situated in the neighbouring municipality of Kittilä. 

In 1992, Harriniva began to be marketed internationally, and be-
cause of all the satisfied customers and good contacts with several differ-
ent travel agencies in Europe, 99% of the visitors come from abroad dur-
ing the wintertime, mainly from Central Europe. Now Harriniva is able to 
offer tourist services, e.g. nature-based activities with snowmobiles, hus-
kies, reindeers and rubber boats, to tens of thousands of tourists who 
come to the area and stay with them or in hotels in the neighbourhood. 
The company is one of the biggest employers in the municipality, offer-
ing work to 80 people, most of whom are local.  

In order to retain the work force, Harriniva and the municipality 
have founded a company that has built apartments partly for the employ-
ees and partly for other locals. The municipality has supported the busi-
ness by constructing tracks for different kinds of activities as well as 
dealing with the permissions required. The department of employment 
administration, the Employment and Economic Development Centre, the 
state-owned financing company Finnvera and various banks have pro-
vided the funding to develop the business, but not the municipality itself. 

Harriniva is a success story, showing that a capacity for innovation, 
hard work, bottom-up knowledge and interesting products based on local 
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possibilities, namely nature, result in satisfied customers and a good repu-
tation within the international tourist industry.  

Civil sector innovation: Housewives of Lake Jerisjärvi 
‘The Housewives of Lake Jerisjärvi’ is an association founded by five 
housewives on International Women’s Day (8 March) in 2002. The asso-
ciation acts in three villages around Lake Jerisjärvi. Their aim is to pro-
mote communal life in the area: to bring people together for social events. 
Some examples are ice-fishing competitions and dances, which are or-
ganised on a ferry built for this purpose. The most important joint effort 
has been a fishing evening in the autumn, where traditional seine-fishing 
on the lake was introduced. The association applied for funding for this 
event from the Employment and Economic Development Centre. In addi-
tion, the municipality and approx. 30 local enterprises supported the fish-
ing event. 

The association has succeeded in its goal of bringing people to-
gether: in the beginning there were fifteen members, but already there are 
about sixty members in the association. The activities are family-centred. 
The member who chairs the association has said that one important goal 
is to breathe new life into old traditions, so that younger generations, es-
pecially children, learn to appreciate their home area and understand the 
value of beautiful nature, peace and the local way of life. She also 
stressed that if you can share good days with people, it becomes easier to 
share the worse days and help one another when necessary. 

Enontekiö 
Most aspects of economic life in Enontekiö are connected to tourism in 
some way. Tourist attractions are based on the area’s unique and diverse 
nature. Enontekiö is situated at the border with Norway and Sweden, a 
central location in the Arctic region of the Nordic countries, with a genu-
ine multicultural environment. More than 400 Sami people live in Enon-
tekiö (19% of the population). Natural sources of livelihood are still im-
portant to their way of life, forming the spiritual and material basis of 
Sami culture. There are two Reindeer Grazing Associations in Enontekiö, 
at Käsivarsi and Näkkälä, incorporating 167 and 172 reindeer owners 
respectively, of whom 191 are Sami.19 Reindeer farming therefore has a 
significant meaning for the identity and culture of the community. Fur-
thermore, public services have to be offered in both Finnish and Sami, 
and this places specific demands on the municipality.  

                                                      
19 Enontekiö’s development plan of action for the years 2003-2008, written in 
2003, 10, 28. 
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This multicultural heritage may be both a strength and a weakness 
for the community. One of the weaknesses of Enontekiö is that there have 
been families, village committees and other interest groups who did not 
find a common way of developing the municipality until 2003, when a 
development strategy and programme of action was written. This devel-
opmental policy strengthens the layout of Hetta and Kilpisjärvi with new 
buildings for both local people and tourist purposes. The co-existence of 
Finnish and Sami cultures will be supported by the development of the 
‘Jyppyrä Culture Centre’, which will facilitate the presentation of Sami 
culture and offer space for communal events.  

Approx. 40 people are employed in trade across the border. In the 
retail business, 40% of the turnover comes from Norwegian customers, 
and the figure for Kilpisjärvi is almost 70%.20 The benefits of border 
trade include not only retail businesses but also travel and other services. 
The demand for accommodation has been increasing, particularly in Kil-
pisjärvi, and future prospects for nature-oriented tourism seem promising. 
The Kilpisjärvi Holiday Camp has been selected as one innovation in this 
field.  

Business sector innovation: Kilpisjärvi Holiday Camp  
Nature is harnessed for tourism in Kilpisjärvi. The highest mountains in 
Finland, Halti and Saana, are situated in the Kilpisjärvi area. About 
twenty years ago, however, it was hard to find high-quality holiday ac-
commodation with sauna facilities in Kilpisjärvi. In the peak season 
(spring and the beginning of the summer), especially, travellers used to 
look in vain for places to sleep.  

Hilkka and Taisto Vanhapiha based their holiday camp on the idea 
that families with children could lodge in Kilpisjärvi comfortably and 
enjoy their holiday, even if the weather was bad. When they started their 
business in 1990 they had few customers, but nowadays 89 holiday-
makers can stay in the cottages at any one time. They also have cottages, 
with a total of eighteen beds, in Kuttanen, about 130 km from Kilpisjärvi. 
In the Holiday Camp they provide 135 caravan places, with access to 
electricity. The usage of the caravan site is 120% (!) and 65% in the cot-
tages. This is the only holiday accommodation in Kilpisjärvi that is open 
throughout the season. The two owners work in this family company, 
together with one person on reception and one carpenter. In addition, de-
pending on the season, demand may may require the six-month engage-
ment of one additional employee.  

                                                      
20 Enontekiö’s development plan of action for the years 2003-2008, written in 
2003, 30. 
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In this magnificent natural setting, with the added possibility of 
skiing in the summer, and local facilities for staying in the area, Norwe-
gians, especially, enjoy spending their leisure time in Kilpisjärvi. The 
Holiday Camp has had positive effects on other businesses, as well as on 
the social and cultural life of the village. The company’s main business 
idea has been to expand the season. Kilpisjärvi is a unique and special 
place in Finland, offering many opportunities for travellers. Numerous 
Norwegians spend their weekends here, partly because of the well-
prepared ski tracks and snowmobile routes. They bring their caravans to 
the camp in the autumn and move them away in the summertime, when 
the company can rent the caravan places out to other travellers. It is by 
this means that the degree of usage in the caravan site reaches 120%.   

Enontekiö is a large municipality with several centres (Hetta, Kil-
pisjärvi and Karesuvanto), in addition to the villages situated in the west-
ern part of the municipality. Village politics are said to have had a nega-
tive effect on the development of the municipality because scarce re-
sources have been spread to each village equally. In a new municipal 
strategy for the years 2003-2008 a general understanding about the distri-
bution of resources has been achieved, and Hetta and Kilpisjärvi will be 
promoted as centres of Enontekiö in the future. In addition, new plans for 
centres, land use and building activities should facilitate future develop-
ment.  

Innovation processes have not always been easy. Electricity, water 
and sewage systems, and other forms of infrastructure, are normal tasks 
for any municipality. Planning the layout of the municipality, however, is 
a process in which entrepreneurs and inhabitants must play a part. In one 
case, the municipality of Enontekiö has acted as an obstacle, at least from 
the entrepreneurs’ point of view. An agreement regarding land use allows 
for the purchase of land in Kilpisjärvi. Building on the land inevitably 
involves issues of layout. After an agreement was signed, entrepreneurs 
started to plan new buildings and activities. Three companies in particu-
lar, Hotel-Olos, Kilpis-Halli (owned by shopkeeper Rousu) and Holiday 
Camp Kilpisjärvi, had plans involving new buildings and had bought land 
for this purpose. However, the municipal council regulated the payment 
for land use to a level that was higher than conventional prices. The mu-
nicipal councillors did so because the municipality had invested in the 
development of Kilpisjärvi and felt it was reasonable to expect payments 
in return from the entrepreneurs. The entrepreneurs in question discussed 
this with the municipality and got the trade ombudsman involved, in an 
attempt to lower the payment. In the end the payment was halved, but this 
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took time and energy that could have been used for practical development 
work.  

The Holiday Camp has a positive social and economic effect on lo-
cal life. For Norwegians, the weekend travel to this location is regarded 
as an economically reasonable and pleasant leisure activity. They usually 
arrive at the caravans on a Friday, buy food and drink from the local 
shops, and enjoy each other’s company. For the local shopkeepers the 
sales increase is remarkable. 

Public sector innovation: Distance education  
Distance education, an attempt to improve schooling provision in a rural 
area, was an important three-year pilot project that started in 1994. Two 
groups of lower secondary school pupils (four pupils in Kilpisjärvi, and 
fourteen in Helsinki) studied together by means of videoconference les-
sons. The pupils were separated by over 1,000 km but were linked by a 
telephone line. Since this project, distance education has become a nor-
mal practice in Enontekiö and the model has been exported to another 
municipality in Finland.  

Enthusiastic parents initiated the innovation process. They asked 
whether the municipality could arrange secondary school facilities in the 
village of Kilpisjärvi. At that time, between seven and nine pupils from 
Kilpisjärvi had to travel to school in Hetta, 180 km away from home, and 
to stay there for weeks at a time in a school hostel. The municipal author-
ity compared the accommodation costs with the other costs involved and 
as a result of this evaluation a school was established in Kilpisjärvi. The 
municipality found a partner in the University of Helsinki, which has a 
Biological Research Centre in Kilpisjärvi. One aspect of interest for the 
University was the chance to obtain knowledge about distance education 
for its teacher-training programme.21  

The first issue to be solved was how to guarantee the quality of 
teaching in a situation of between one and three students per class. A pi-
lot project with the university was planned, with the help of the Biologi-
cal Research Centre, in which the facilities for distance education were 
arranged. Teaching in English, Swedish and mathematics is served using 
the distance facilities. In practical terms, this involves about one hour’s 
schooling per day, and 30% of the teaching volume. Experiences from the 
pilot project have been good and nowadays distance teaching is taking 
place in other schools, and more subjects have been included in the 
schooling programme. 

                                                      
21 Rönkä, Aarno (1999) Classroom-focused distance education in practice.  
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The municipality has been an initiator, facilitator and co-ordinator 
in developing distance education. The municipality has benefited from 
the possibility of obtaining financing for the education of ethnic minori-
ties. Language teaching for ethnic minorities has received financing from 
the EU and the Ministry of Education also supports distance learning.  

In order to achieve good results, the teachers’ co-operation in the 
planning, carrying out and follow-up of distance lessons has been impor-
tant. For pupils in Kilpisjärvi, distance education has led to isolation from 
pupils in Hetta of the same age, but these social relations have been re-
placed by Net-based relations with pupils in Helsinki. Learning results 
have been positively affected by distance education, compared with regu-
lar classroom teaching.  

The effect on the families is positive. The children have been satis-
fied because they can live at home. The results of the children’s learning 
have also improved. As a result, distance teaching has been applied to 
other subjects. In the school in the village of Peltovuoma, for example, 
special teaching for students with learning difficulties is organized from 
the municipality of Liperi, situated in East Finland. The teaching is ‘free’ 
because it is exchanged with Sami language teaching from Enontekiö. In 
Liperi Sami people can practice their native language, even though they 
live far away from their birthplace. Teaching efforts can be exchanged 
over long distances and free of charge by the use of information and 
computer technology (ICT) and by exchanging subjects. Liperi also of-
fers teaching on orthodox religion.  

Enontekiö has shown that distance learning of good quality is pos-
sible, with the help of ICT. Distance learning has also shown that ICT can 
provide a more versatile delivery of public services. In addition, ICT fa-
cilitates work in remote areas, which is viewed as an opportunity to entice 
new inhabitants to the municipality.  

Public sector innovation: ‘Jyppyrä’ nature, culture, exercise and infor-
mation centre  
Local actors are usually the most important initiators and supporters in 
processes of innovation, because the interaction is intense and sufficient 
between local partnership structures. It seems true to say that the munici-
pality, in its capacity for initiating or supporting innovations at a local 
level, has adopted a more conscious role. This is a common strategy in 
attempts made by local actors to develop the municipality and the region, 
and is the sign of a progressive and innovative atmosphere. The area of 
Jyppyrä in Hetta is mentioned in the strategic plan for 2003-2008 as a 
valuable location in which to develop nature and cultural services. Based 
on this strategy, a partnership project has been created between local pub-

 209
 



lic actors (the municipality, Finnish Forest and Service Organization) and 
non-governmental actors (Johtti Sápmelaccat). 

The basic aim of this innovation is to develop a Nature Centre of 
Fell Lapland as an information centre and a meeting place for local peo-
ple and tourists. Promoting this requires Sami people and other local in-
habitants to unite their forces in common activity. The main idea of Jyp-
pyrä Centre is that Sami culture and the local lifestyle should together 
face and discover new forms of innovation in order to enhance their qual-
ity of life. Because of this, the project may be included in the category of 
civil society innovations, even though it is public sector driven.   

Creating Jyppyrä Centre is still an ongoing process. The project 
started in 2003 and will be completed by the end of 2005. The Nature 
Centre of Fell Lapland, with its exhibitions about the fell area and its 
plants and animals, client service and audio rooms, is situated at the foot 
of Jyppyrä. A nearby local area and Sami museum will be connected to 
the Jyppyrä Centre. Activities in these two buildings are being reorgan-
ized for the purposes of the new concept.  

Jyppyrä, as an area, is divided into three sections that relate to the 
main activities in this plan. The first is a ‘nature/fairyland’, the second a 
‘ski land’ and the third section is formed near outdoor recreation foot-
paths. There are no new buildings; instead, old ones are being integrated 
with one another. New activities are planned around them. The innova-
tion process has included the development of paths, skiing areas and an 
all-year adventure park based on the story of ‘Pessi and Illusia’, written 
by local author Yrjö Kokko. The park displays methods of coping with 
nature for visitors.  

The municipality has provided the facilities for the project. Build-
ing the centre around Jyppyrä has required town planning involvement 
because holiday accommodation in the area includes about 48 new build-
ing plots. The main actors in the process are the Finnish Forest and Ser-
vices (Metsähallitus), the Employment and Economic Development Cen-
tre of Lapland, the State Provincial Office of Lapland and the municipal-
ity of Enontekiö.  

One purpose of the culture centre is to support the creation of iden-
tity and culture for local inhabitants. In practical terms, this offers a place 
to accommodate music festivals, such as the Day of Maria festival, the 
Hetta music festival and other traditional events. The culture centre will 
be valuable for the community as a meeting place, and will serve both 
local people and tourists. 
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Civil society innovation: Ice fishing on Lake Kilpisjärvi  
The first ice fishing competition was arranged in Kilpisjärvi in 1986, with 
about 400 participants. Nowadays the event brings more than 6,000 visi-
tors to Kilpisjärvi for two days over the first weekend after May Day. 
This type of event is arranged in many communities in Finland, e.g. in 
Tornio, and in Tuuri in the south of Finland. However, Kilpisjärvi seems 
to be the largest crowd-pleaser. 

There is a playful event called ‘Läskihiihdot’ (‘Fatso Skiing’) be-
fore the ice fishing itself. When this event was due to be closed down a 
small group of villagers, led by a shopkeeper, came up with an event 
called Through Ice Fishing. A local fishing association, almost 100 mem-
bers strong, organized the event (there are a total of 114 inhabitants in 
Kilpisjärvi, and every person who has worked for the grocery shop is a de 
facto member of the association). The sale of tickets brings in a direct 
income of €120,000 to the association. With this kind of revenue the as-
sociation can buy generous prizes, which must be one of the reasons for 
the popularity of the event. Winners are selected by lot, and the number 
of fish caught is therefore unimportant. 

The event has had a remarkable effect, not only on the association, 
but also on local people in general, from school pupils to the women’s 
association, and especially for hotels, restaurants and holiday camps. 
Everybody get something out of this collaborative event. Extra accom-
modation is needed during the fishing competition; visitors are put up in a 
school building that sleeps about 80 people and pupils serve the food. In 
addition, the school pupils sell homemade products that increase their 
assets and the possibility of travelling and organizing school activities in 
other locations during the spring; on one occasion they went to Greece, 
and this year they travelled to Helsinki. Some of the revenue from renting 
the school goes to the municipality, which owns the school building.  

To Finnish people, Kilpisjärvi is known for this fishing event and 
for Finland’s highest mountains, Saana and Halti; to Norwegian people, it 
is known for its grocery shop, Kilpishalli. The fishing event does not 
bring any extra revenue to the shop, because the Norwegians have 
learned that this is not the time to come to Kilpisjärvi. The future seems 
promising for the main event and for new, small-scale innovations that 
have come about as a result.  

Concluding remarks on innovations and the role of the munici-
palities in Finnish Tornio Valley 
Finnish Tornio Valley has undergone a severe social change, with many 
serious problems such as unemployment, migration and an ageing popu-
lation structure. Despite these problems, the atmosphere of innovation in 
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the municipalities seems quite progressive and active. The research team 
mapped a total of 80 innovations in the six municipalities, which are 
probably only the tip of the iceberg. It was evident that innovations are 
processes, not single ideas. Hence, what is counted as only one innova-
tion is actually a process with several hidden ‘sub-innovations’ to sustain 
activity and development. This was true, for example, in the case of Pro-
duction Studio in Tornio, which was the result of a long transformation of 
the steel industry from mass production to sophisticated and individual 
steel products made by local firms. Entrepreneurs carried out continual 
development work to find new markets for their products and services by 
responding the need of their customers and/or by developing their prod-
ucts in new ways to save material or make a product more resistant.  

It is also noted that a creative spirit may be the source of a good 
idea, but the follow-up process demands hard work. Defining aims, for 
example, seems to be a crucial factor in initiating innovative processes; a 
sufficient sense of challenge, reasonable ambitions and the acceptance of 
an idea by those needed in the process seem to be the features of the aims 
that result in innovation. This observation is also supported by the fact 
that innovations are not distributed evenly throughout the area. On the 
contrary, there seems to be a tendency towards a development having a 
cumulative effect: villages and companies that once succeed in creating 
an innovation often continue along this path. Therefore, again, it seems 
relevant to consider innovation as a process, rather than a series of sepa-
rate events. 

Our research stresses the importance of key local actors in innova-
tive processes that take place in remote regions. Almost every innovation 
has had a clear core agent to manage the process. Very often this agent, 
initiator and ‘engine’ of the process has been a local person, who has 
committed him/herself to the development of a new idea. This is espe-
cially the case where innovations in the business sector and the third sec-
tor are concerned. The Harriniva Holiday Centre in Muonio, for example, 
was individualized to a great extent by its proprietor. In all third sector 
innovations there has been an initiator, who was able to recruit more ac-
tivists to the project, and then supporters to the joint effort. 

Small scale and long distances are not insuperable barriers to in-
novations in the remote and sparsely populated countryside. On a local 
level, the combined efforts of public, private and third sector actors are 
common. In small and remote localities, especially, this kind of co-
operation appears to be both appropriate and often necessary for innova-
tions to succeed. 
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Nevertheless, local co-operation is not usually enough; the creation 
and utilization of wider networks are inevitable. There is a good evidence 
of innovative success stories utilizing national and international resources 
and networks in all three sectors in a skilful manner. In Finland, the fund-
ing for an innovation is usually money from national state sources, dis-
tributed by regional authorities. In the business sector, ‘local’ is more and 
more ‘global’: tourism is an international business in Finnish Lapland, 
while steel produced in Tornio and concrete produced in Ylitornio are 
increasingly sold on the global market. Kanteles produced in Ylitornio 
are marketed on the Worldwide Web, which has proven to be a good 
market place for a unique product. 

Innovation networks are focused on the development of knowl-
edge, products or services. Innovations differ from one another both in 
properties and their social effects. Product innovations may create new 
markets and jobs for local people. Process innovations in the business 
sector are usually aimed at lowering costs or handling environmental ef-
fects, as was in the case with the Production Studio. Kurtakko village in 
Kolari is a good example of process innovation: they initially had one 
active, concrete project theme, but its progress gave seed and nourish-
ment to new concrete plans that followed on. The same applies, though in 
a different way, to the Velho opera series. 

Whatever the categorization of innovation processes, it is obvious 
that technological, social and organizational innovations nourish one an-
other. Even the technological innovation of distance education has a so-
cial dimension, since it changes the mode of action in the community. 
Pupils no longer have to travel long distances in order to get to school. In 
the same way, social innovation, as a new mode of action, may create 
new demands for technological development in order to minimize harm-
ful effects, or to expand the use of technological innovations in other 
fields. 

The effect of innovations in local life is diverse. Public (usually 
municipal) innovations tend to extend the local infrastructure in one way 
or another: either in terms of more or less concrete infrastructures (e.g. 
building ski-tracks and roads, and making master plans for the purposes 
of tourism) or of mental infrastructures (e.g. the image and spirit of the 
place). Apart from their economic benefits, business innovations in the 
private sector often result in positive psychological spill-over effects, 
such as feelings of success, merit, improved self-reliance and a strength-
ened sense of local identity. The importance of the third sector innova-
tions usually lies in their two main influences: a strengthened sense of 
local identity and an improved image of the place. 
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The main task of the Finnish municipalities is to take care of basic 
services such as health care, education, and the building and maintenance 
of a local infrastructure. Although municipalities have limited resources 
to support local business sectors, for example, all six municipalities in the 
research have put effort into the support of entrepreneurs and the third 
sector in the area. The role of the municipality is especially important in 
the situations where the private and third sectors are weak.  

A general conclusion is that the municipalities used to be expected 
to have a responsibility for various activities in the area, but this situation 
has changed because of a tightening municipal economy. On the basis of 
the empirical study it seems important to emphasize the multiple role of 
municipalities in the innovation processes in the Tornio Valley. It may 
help to clarify matters by at least distinguishing between the following 
municipal roles: initiator, facilitator, partner and supporter. 
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Table 6.1: The main municipal roles. 

Role of the municipality Innovation Municipality

Kilpisjärvi Holiday Camp Enontekiö
Ice fishing event Enontekiö
Kantele and guitar manufacture Ylitornio
Shooting Centre Ylitornio
"Marrying across the river" Pello
Kurtakko village activities Kolari
Housewives of Lake Jerisjärvi Munio
Harriniva Holiday Centre Munio
Bothnian Market Tornio
Steel Production Studio Tornio
Muonio's Mighty Ski-tracks Muonio
"Velho" Opera Miracle Kolari

Distance education Enontekiö
Jyppyrä Culture Centre Enontekiö
Gym for elderly people Ylitornio
History of science site Pello
Ylläs Saga Health Spa Hotel Kolari
"On the Border" project Tornio
Concrete production Ylitornio
"Lively Life to Tornio Valley" Pello
Tourism strategy Kolari

INITIATOR (i)The one who creates 
and nurtures the idea, (ii)Organizer of 
the preparatory process

SUPPORTER (i)Agent of public 
acceptance, (ii)Reflects local 
popularity, (iii)Provides necessary 
infrastructure for the environment to 
function (technical, legal, etc.)

FACILITATOR (i)Catalyst between 
those potentially interested, 
(ii)Midwife sparks the process of an 
idea into practice, (iii)Decision maker, 
causing the project to get off the 
ground

PARTNER (i)Deep sense of 
commitment to the innovation 
process (economic, spiritual, etc.), 
(ii)Risk-taking partner

 
In some cases the municipality initiates a new idea and innovation 

but, because of a shortage of resources, it may later withdraw from the 
main responsibility, and the maintenance of the innovation process is then 
transferred to third sector actors. In the case of some innovation processes 
in the business sector, the municipality may act as a catalysing liaison 
between potential partners, helping them to find each other and, as mid-
wife, assisting at the birth of an innovation in a practical manner. The 
catalyst seems to be very important within the public sector.  

At a later stage of an innovation process, municipalities mainly 
adopt the role of a supporter, providing much-needed infrastructure and 
giving assistance (e.g. information about financial possibilities) in devel-
oping a business idea or EU project, for example, whereas funding for the 
innovation usually comes from a regional and/or national level. The role 
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of a ‘silent’ supporter is important as well, especially in areas where the 
private sector is weak and there are few actors within the third sector. 
Very much depends on the knowledge, skills and networks of the mu-
nicipalities’ leading officials: can they contribute to the creation of an 
innovative atmosphere, and are they able to support innovations arising in 
the area? Another important municipal role is to create a local network 
among innovators and developers in the area, thereby linking up local 
resources.  

Some municipal innovations are included in the normal services 
provided by the municipality, which is why they retain the role of innova-
tion facilitator. The continual development of service production is a 
challenge for the future in northern municipalities, because of a decrease 
in tax income, and because state subsidizing organizations are tightening 
their budgets. This creates the demand that municipalities themselves 
should take good care of their innovative capacity and innovation proc-
esses, in order to secure services in the sparsely populated Finnish Lap-
land. 
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Chapter 7 
 

Innovations in Ethnic Landscapes 
A study of innovations in the municipalities of Storfjord, 

Kåfjord and Kautokeino 

Torill Nyseth and Nils Aarsæther 

Introduction 
Local contexts influence innovative activities. By examining innovations 
in three ethnically mixed municipalities in Northern Norway, we shall 
study the extent to which ethnic contexts make a difference. Storfjord, 
Kåfjord and Kautokeino are the municipalities studied in this chapter. 
They are all participators in the trans-border co-operation of Torn-
edalsrådet. Kautokeino has a majority of Sami people, while Kåfjord and 
Storfjord have a mix of Sami, Kven (of Finnish origin) and ethnic Nor-
wegian inhabitants. 

Does an ethnic context in any way determine what kinds of innova-
tions are possible in these localities? To what extent do the innovations 
carry an ‘indigenous’ label? Following Ash Amin, our point of departure 
is an institutional approach to innovation, where we see the ‘economy as 
both an instituted process and a socially embedded activity’ (Amin 1998). 
Our hypothesis regarding the relationship between local context and in-
novation is, following the institutionalist perspective, that innovations are 
context-specific. 

Are there any reasons for believing that there should be any differ-
ences between ethnic Norwegian and Sami municipalities, as far as inno-
vations are concerned? If we look at institutions that we know to be im-
portant incentives for innovative activities, there are differences. Firstly, 
the northern part of Troms and the whole of Finnmark County has been 
defined as a specific economic region by the state authorities, as a conse-
quence of negative economic development and high rates of out-
migration, with tax exemptions and extended welfare services granted to 
firms and people in order to make it easier to establish new businesses 
and attract competent personnel. In addition, the Sami areas also have 
their own Sami Development Fund, financed by the Sami Parliament, to 
stimulate new business initiatives.  
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Secondly, the business structure in the area is an important factor. 
Even though there is some diversity in the business structure, the private 
sector is dominated by industries that are dependent on natural resources, 
both on the coast and inland. These are industries that are characterized 
by natural fluctuations and by a high degree of state regulation. In conse-
quence, we do not expect to find a strong entrepreneurial culture in the 
business sectors in this area.  Thirdly, we are used to thinking about eth-
nic differences in terms of tradition, and the need to assert identity by 
linking up with historic events and practices, which is something very far 
removed from what we understand by ‘innovations’.  

We start by giving an overview of some basic characteristics of the 
municipalities, including descriptions of their geography and economic 
structure. The innovations selected for a follow-up study will be ana-
lysed, including the role of the municipalities in processes of innovation. 
We conclude by discussing the fruitfulness of the innovation concept in 
multi-ethnic contexts. 

The analysis is based on data gathered during several visits to the 
three municipalities in the period June 2003 – March 2004. Some of the 
interviews were with individuals and some were group interviews with 
municipal authorities, both political leaders (a mayor and vice-mayor) 
and administrative leaders. During the follow-up visits we focused on the 
innovations themselves, the processes and the actors involved, using the 
snowballing technique. Altogether, 28 people have been interviewed in 
the three municipalities. 

Storfjord, Kåfjord, Kautokeino: A multi-ethnic landscape 
Following the trunk road (E6) north, you will drive through both Stor-
fjord and Kåfjord in approximately one hour. Both municipalities are lo-
cated in the northern part of Troms County. Storfjord and Kåfjord are 
both coastal or fjord communities, but they also have borders with Enon-
tekiö (Finland) and, in the case of Storfjord, also with Kiruna (Sweden). 
The road to Finland is a historic trading route, used by the Kven people in 
Tornedalen, the Sami and the Norwegians.  

Storfjord, although a small municipality, is geographically and po-
litically split in two: the east side, with Skibotn as the municipality’s 
largest settlement, and the west side, where the municipal administration 
is located. The distance between the two sections of Storfjord is approx. 
30 km and to the urban centre of Tromsø is 100-130 km, or about two 
hours’ drive by car. 

Kåfjord has a decentralized settlement structure, with settlements 
stretching out along the Lyngen fjord. The main settlements are Olderda-
len, which is the municipal centre, Birtavarre and Manndalen, the last two 
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consisting of scattered settlements in rather long valleys. Kåfjord may be 
characterized as a coastal Sami community, even though the two valleys, 
Kåfjordalen and Manndalen, stretch quite a long way towards the moun-
tain plateau, thus becoming part of the Sami reindeer-herding area. 

Kautokeino is one of the municipalities in the Sami core area in 
Finnmark County. Kautokeino is located 120 km south of Alta, the main 
city in Finnmark. The journey by car from Alta, following the Alta-
Kautokeino River, is quite impressive. Kautokeino, together with the 
neighbouring municipality Karasjok, covers the Sami core area on the 
Inner Finnmark mountain plateau. 

 

 
The municipalities of Storfjord, Kåfjord and Kautokeino, and the surrounding 
area, indicating the localisation of the three municipalities within the Torneda-
len Region. 
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Key statistics 
Table 7.1: Size and changes in population for the municipalities in this study 
over the past 24 years. 
 
Inhabitants 1980 1985 1990 1995 2000 2004 Change 1980-

2004
Net 
migration*

Storfjord 1,904 1,915 1,836 1,939 1,872 1,911 +7 -22

Kåfjord 3,107 2,971 2,819 2,677 2,369 2,34 -767 -60

Kautokeino 2,855 2,925 2,953 3,141 3,068 3,007 +152 -31

*in the year 2000

 
 All three municipalities are quite small in population terms. The 
smallest one, Storfjord, has fewer than 2,000 inhabitants, while Kauto-
keino has approx. 3,000. Since 1980, Kåfjord has lost 767 inhabitants, or 
about 25% of its population. The demographic situation in Storfjord and 
Kautokeino is of especial interest, as they are among the very few small-
scale municipalities in the Nordic periphery to have sustained their popu-
lation level over the past decades, and at present (2004) are about to reach 
their highest population numbers ever. Kautokeino has a particularly 
young population, and since 1990 the population has been fairly stable at 
3,000 inhabitants. Over the past decades, many people in the municipal 
area have moved into the municipal centre, even a large proportion of 
those connected with reindeer-herding activities. However, all three mu-
nicipalities had negative migration figures in the year 2000. 

 
Table 7.2: Economic structure by sector, and unemployment in the year 2000.  
 

Agriculture, 
fishery, etc.* Industry Service

Unemployment, 
in %, 2001

Storfjord 8 18 74 6.2
Kåfjord 20 15 65 8.0
Kautokeino 13 10 77 13.6

Business structure, in %

*also includes forestry and reindeer herding
 

Agriculture and fishery are much more important in Kåfjord than 
in Storfjord or Kautokeino. Manufacturing industry is more important in 
Storfjord than in the other two municipalities. We also notice that the 
Sami core municipality, Kautokeino, has the largest share of people em-
ployed in the service sector, and that the unemployment rate is highest in 
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Kautokeino. This has a great deal to do with downsizing processes in the 
reindeer-herding economy. 

Ethnic mobilization since 1980 
Despite some similarities, the three municipalities differ in many ways 
when we dig deeper into the question of ethnicity. The inland Sami in 
Kautokeino have been able to assert their ethnic identity, which is under-
pinned by reindeer herding as a material expression of their culture. In 
this area the Sami are the majority population, and in Kautokeino 90% of 
the population speak Sami. Kåfjord, on the other hand, is a “new” coastal 
Sami community. There are coastal Sami people more or less all over the 
region, but only Kåfjord has so far obtained the status of a Sami munici-
pality. There has been an ethnic mobilization going on in this community 
for about fifteen years.1

As part of the aftermath of the Alta conflict over a hydro-electric 
development project in 1979-80, the Sami movement was strengthened 
and the Norwegian state responded by creating a series of institutions in 
what came to be something like a nation-building process (parliament, 
theatre, college, media, etc.) Especially in Kautokeino, people have regis-
tered as voters for the Sami Parliament and the Sami population has be-
come politically activated in a way that is quite different from before. 
Part of the Sami Parliament’s administration is located in Kautokeino, as 
are the Sami College, the Sami Theatre and the Nordic Sami Institute, a 
research institution co-financed by the Norwegian, Swedish and Finnish 
governments. These institutions have meant new jobs in the locality, but 
they are also symbols of a shift in the way that people express and define 
themselves in the communities. We are witnessing a cultural transforma-
tion. 

Looking at the business structure, Kautokeino may still be classi-
fied as a reindeer-herding community. Despite the transformations in this 
sector, there are still several hundred people in this industry. An attempt 
was made to industrialize Kautokeino during the 1960s, but the mine 
(Biggjovagge Gruver) was closed down by 1973. Today, tourism and 
Sami handicrafts (doudji) are probably the most important industries 
aside from the reindeer-herding sector. Established by an in-migrating 
family in around 1960, a silver jewellery firm that exhibits art and jewel-
lery now employs 10-15 people and is perhaps the main attraction for 
tourists visiting Kautokeino.  

                                                      
1 Based on data from the national population census in 1930, Kåfjord appeared as 
the largest Sami municipality in the country. In the 1930 census, 1,233 people 
were registered as Sami, and of these 1,149 also spoke the Sami language. 
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Storfjord may be characterized as a multi-ethnic community, with a 
mix of Sami, Kven and ethnic Norwegians (Bjørklund 1985). Kåfjord and 
Storfjord have both been characterized as transitional areas, in which 
people were changing their language and way of life to the standard 
Norwegian mode as late as in the 1970s.2 Kåfjord is, for the time being, 
more outspoken about its coastal Sami origins than the other municipali-
ties in the region (Pedersen and Høgmo 2004). The Sami people on the 
coast have constituted a minority in the past, suffering more overt dis-
crimination during the first decades after the Second World War (Eid-
heim 1971). The coastal Sami were not included in national ethnic poli-
cies until the ‘modern’ Sami coastal movement started in about 1980. 
Before this, they were in the process of disappearing as a distinct group 
of people (Høgmo 1986). Since about 1990 there has been a change. Sev-
eral new institutions have been created as a consequence of the ethnic 
mobilization, among them the AJA, a Sami language centre in Kåfjord 
(located in Manndalen). 

On the coast and in the fjords, farming, fishing and the use of other 
natural resources have traditionally been the foundation for Sami liveli-
hoods, but also for ethnic Norwegians and Kven living in the same area 
(Nilsen 2003). There was a mining industry in the Kåfjord valley at the 
beginning of the twentieth century, but this was closed down in 1919. 
Since then, industrial development has been marginal. Characteristically, 
their enterprises have been small-scale, based on occupational pluralism, 
low capital investments and a sustainable exploitation of the local, natural 
resource base. Today, the business sector is not very well developed in 
any of the three municipalities and the public sector is the most important 
employer. 

Challenges and opportunities 
A common challenge for the three municipalities is how to handle the 
situation of a  ‘difficult’ municipal economy. In Kåfjord, the municipal 
economy is relatively healthy at the moment, compared to some years 
ago, but this is a consequence of cuts in the workforce, both in admini-
stration and in the welfare sector. In consequence, municipal leaders re-
port an insufficient capacity to give relevant responses to people with 
ideas. Other challenges mentioned are a lack of jobs for competent peo-
ple, a lack of capital for new investments and a lack of entrepreneurial 
spirit. In Kautokeino, finding new jobs for reindeer-herding families leav-

                                                      
2 Here, a transition from Sami/Kven to Norwegian communities (Eriksen and 
Niemi 1981). 
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ing the industry is a big problem. The state has run programs for the re-
deployment of this group, but with few results.  

Where do the municipalities perceive opportunities? In Kåfjord 
they pointed to a high community spirit and the fact that the recent focus 
on ethnicity has produced a positive image of the municipality. Some 
young people are moving back to the municipality after finishing their 
education, and tourism represents a new opportunity. In Kautokeino they 
pointed to the high incidence of music and other kinds of cultural activity. 
The Easter Festival is a big event, and they boast of having very high 
overall competence in the Sami language and culture within the admini-
stration, in research and in educational institutions. In Storfjord a gener-
ally high level of activity in the civil society was pointed to as something 
positive.  

Municipal development policies 
The municipal resources for locality development may be grouped into 
self-funding, access to external funding, personnel devoted to develop-
ment work and development planning. 
 
Table 7.3: Municipal resources for business development. 
 

Storfjord Kåfjord Kautokeino

Business development 
fund

Yes, and also one for 
farming and fishing

Yes, but empty Yes, 4. million per 
year

Business development 
agency

Municipal business officer Municipal business 
officer

Development 
company with two 
officers

Mayor in full-time 
position

Yes Yes Yes 

Access to the Sami 
Development Fund

Yes Yes Yes

Strategic business 
development plan

Yes, but not revised Yes, but not revised Yes, and revised in 
2003

 
In Storfjord they have been able to establish a funding arrangement 

to support the farming and fisheries industries. In the 1970s, a large hy-
dro-electric development was planned in the Skibotn area by the regional 
public energy department. The municipal leadership was wise enough to 
make a case for negotiating compensations that were calibrated according 
to the financial resources of the developers. As part of the compensation 
packet, a publicly-owned laundry was set up in Storfjord to serve the re-
gion’s hospitals and military installations, thus providing employment for 
almost 30 women. In addition, money for two funding arrangements (one 
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for private businesses in general, the other for agriculture and fisheries) 
was secured on an annual basis. The advantages of the trunk road, the 
laundry and the small-business funding have comprised an enduring plat-
form for the municipality’s developmental endeavours. In Kåfjord, the 
Sami Funding arrangement for new businesses and the development of 
existing business activities has been very important, especially in Mann-
dalen and Birtavarre (Bjerkli 1995). These funds have made it possible to 
continue with the combined occupations that support the household econ-
omy and act as a platform from which new businesses can start. Young 
people have been able to buy new fishing boats and several farms have 
been able to modernize their production. 

Selecting innovations: the modernization of tradition 
In the first round of interviews we identified an almost identical number 
of innovations in the three municipalities, grouped in the three sectors 
like this: 
 
Table 7.4: Total number of innovations in each municipality, according to re-
sponses from the focus group interviews. 
 

Business Public Civil Total

Storfjord 6 4 3 13
Kåfjord 4 7 4 15
Kautokeino 5 8 1 14
 

From these 42 suggested innovations, we selected a total of eight 
for follow-up studies. In Storfjord we found no outstanding business in-
novation among the six suggested to us (cf. Table 7.4). 

The innovations chosen from the list above are unique, partly be-
cause of their success and partly as a consequence of their importance on 
a broader basis, even as models or prototypes that may have an influence 
outside the municipality. 
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Table 7.5: Selection of innovations in each sector. 
 

Storfjord Kåfjord Kautokeino

Business (None) Tourism Mobile phone 
service centre

Public Production 
collective

Home-page Residental 
planning

Civil Market place Festival Music festival 
organization

 
 In Kåfjord it should be noted that both the business and civil in-
novations are located in the same village, Manndalen. This is not acciden-
tal, but may be looked upon as an expression of different cultures in dif-
ferent parts of the community, both in the sense of ethnicity and also 
when we speak of entrepreneurial culture. In these two innovations, those 
elements are brought together in a powerful blend. In Storfjord, the meet-
ings and interviews with the municipal political and administrative lead-
ers revealed no outstanding examples of business innovations in the 
1990s. On the other hand, the municipality leaders report that small-scale 
business people are constantly coming up with project proposals and sev-
eral projects have received (modest) contributions from municipal fund-
ing to assist them in the planning and development of business ideas. 
These firms, mostly involved in handicraft and construction work, seem 
to be successful as they exploit a wider regional market in periods with 
low demand locally. A recent article in the regional newspaper carried the 
headline ‘Storfjorders full of ideas’,3 and the article reported a list of ap-
plications for funding from people with small-scale business ideas, both 
in the traditional sector (e.g. firewood production) and the modern sector 
(e.g. mountain tourism). However, none of these arrangements may be 
compared, in terms of societal importance, to the bold moves taken by the 
municipality and other local leaders in the early 1970s, when the com-
pensations for hydro-electric development were granted and brought into 
being a developmental strategy that resulted in rather big projects (the 
public laundry, three hotels), but also quite small ones (support for 
household-based innovations). On the other hand, both innovations from 
the 1990s have involved substantial segments of the local population in 
Storfjord, even though the number of work places created is very small.  
 

                                                      
3 Nordlys 17 Feb 2004. 
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In Kautokeino, too, innovations were hard to find in the first round 
of interviews, especially within the business sector. Here we countered 
the problem of it being suggested that we should include a very interest-
ing “business park” project at the time of our first visit, only to learn of 
its recent bankruptcy when we returned for the follow-up study… 

Storfjord innovations: A revival of traditional market-
place and production collectives 

Skibotn marketplace revival  
A longstanding tradition of an international market and religious gather-
ing had waned in the early 1950s, when modern commerce, road links 
and permanent habitation replaced the seasonal market events to which 
Sami and Nordic people travelled by boat, horse and reindeer-driven 
transport. The location of Skibotn near the Swedish and Finnish borders 
made the place a perfect location for marketing traditional products and 
trading essential imported goods (cereals, etc.), and the market was 
strengthened as an institution when religious, Laestadian gatherings were 
organized alongside the commercial activities.  

In the early 1980s, when the Cold War was about to come to an 
end, the leaders of the local businessmen’s association in Skibotn were 
informed that the border garrison located in that area was to be closed. 
The association organized themselves to enter into negotiations with rep-
resentatives from the Norwegian military, to obtain some compensation 
for a local community that had in many respects, and for many years, 
benefited from the presence of the military. One suggestion or idea that 
materialized was the military’s co-financing of a community sports hall 
in Skibotn. The Skibotn Hall project succeeded in obtaining substantial 
contributions, not only from the Ministry of Defence but also from the 
national sports funding service and the sports hall project was imple-
mented, even though it was said at first to be opposed by the municipality 
leadership (due to local geographical conflicts).  

The hall and its surrounding area were ideal for a new seasonal 
market project, building on a tradition that had been lost in the 1950s. In 
the early 1990s the new market concept was tried out, with a now broader 
societal basis, as part of the ‘Skibotn village development association’. 
The local leaders have spent much energy in making contacts with travel-
ling merchants and firms in Sweden and Finland, and more recently in 
Russia, so as to transform the market into an important North Calotte 
trans-national arena. Over the past few years the organizers have also 
tried to expand the cultural basis of the market, by including artists and 
lectures as part of the whole event and, to reach out to people interested 
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in sport, a relay race has been organized, starting in Sweden, progressing 
into Finland and ending at the Skibotn market. 

Attendance at the market has gradually expanded in numbers and 
by 2003 it had reached a total of about 5,000 paying visitors – and some 
500 (local) volunteers – in addition to cultural performers, and groups 
and firms offering their products. The religious dimension has not been 
included in the new marketplace concept, however, and religious gather-
ings in Skibotn are held at other times of the year. Part of the concept is 
to serve the Skibotn community at large, and in this respect catering and 
accommodation services are provided by local voluntary organizations, 
firms, even by school classes operating a café, for example, to finance 
their trip abroad. 

The organizers have succeeded in obtaining a special VAT exemp-
tion for the market activities. We were told that the Skibotn market is one 
of only two market events in Norway that has made such an arrangement 
with the state. 
 
Entrepreneurial leadership: the market event, although a very collective 
project, seems to have been very dependent on an entrepreneurial-minded 
leader who has fronted the project and has led the village committee in 
negotiations for decades. A former Social Democrat party member, with 
a far-reaching international network in business, politics and sports, this 
entrepreneur has represented one of the two village-based lists from Ski-
botn in the municipal council during recent election periods. 
 
The role of the municipality is almost missing in this innovation. Its exis-
tence and relative success seem to be directly linked to the east/west con-
flict in the municipality. The market event may even be interpreted as the 
Skibotn people showing their superiority over the ‘west-siders’. In the 
way that they have organized the Skibotn market, they have demonstrated 
their ability to deal directly with the military, with central fiscal authori-
ties, connecting with business organizations in Sweden and Finland, with 
the University of Tromsø, and so on; all this without (much) help from – 
or even bothering to inform – the municipal organization. The interviews 
indicate, however, that there is a close co-operation between the munici-
pality’s officer for business development and the project leader for the 
Skibotn rural development project. Interestingly, the interviews have in-
dicated some intra-bureaucratic tensions in the municipal administration, 
relating to this. 
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The Valmuen production collective for handicapped adults  
In contrast to the Skibotn market, the Valmuen (‘poppy flower’) produc-
tion collective for handicapped adults has emerged within the municipal 
sphere in Storfjord. Located close to the regional laundry, together with 
the ‘ordinary’ state-operated employment agency for the handicapped 
(ASVO), Valmuen serves 10-15 handicapped people by offering pro-
tected employment based on workshop production, services provisions 
and trade. 

Two people – one administrative leader and one work organizer – 
are employed full time in this organization. Valmuen is part of the mu-
nicipal organization and receives an annual budgetary sum just like the 
municipal schools, etc. The ‘employees’ receive their social security 
payments and are paid a small hourly rate for their work, which is organ-
ized as normal working hours in production, in services or attending the 
shop.  

The production is mainly bakery products (there is no commercial 
bakery business in the municipal area), wooden products, sewing and 
knitting products, candles and metal products, mostly of a souvenir type. 
The school and technical departments also call on the services of Val-
muen at times, for maintenance work. In addition, Valmuen runs a used 
items store, a kind of permanent flea market in Storfjord.   Here, the 
leader of Valmuen points to the importance of advertising in the munici-
pal information leaflet – also called ‘Valmuen’4 – which is produced by 
the cultural policies administrator on a monthly basis and distributed to 
every household in the municipality to advertise their products and shop 
items. 

One innovative aspect of Valmuen is that it serves people with 
very different handicaps, people who ‘belong’ to different parts of the 
health and welfare system. In this respect, Valmuen is an integration of 
efforts to offer work training and create a meaningful everyday life for 
mentally retarded people, for drug abusers, for psychiatric clients and for 
the long-time unemployed. In a small municipality like Storfjord, serving 
these groups with an integrated project is an ideal solution. ‘We are pro-
ductive, but not effective’, states the Valmuen leader. Also, the location 
of Valmuen is interesting, as it is situated in one of the buildings in the 
industrial site of Western Storfjord, adjacent to businesses that employ 
people with lesser handicaps (ASVO) and unskilled people (The Penguin 
Laundry). 
                                                      
4 ‘Valmuen’, a special poppy flower, is the heraldic symbol of the Storfjord mu-
nicipality. Its origin is as the flower (papaver laestadianum) that the preacher 
and botanist Lars Laestadius (1800-61) discovered in the Tornedalen region.  
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The leader of Valmuen has been recruited to an innovators’ educa-
tional program that is run on a regional basis, administered by Innovation 
Norway’s regional branch office. Here, her “student project” has involved 
utilizing the energy from the emissions of the nearby laundry for a herb-
drying activity, to be run by Valmuen. Several people from the municipal 
leadership and the agricultural community are involved in the herb pro-
ject and Valmuen has received some financial support from the municipal 
fund for business development to promote this project. We do not know 
whether the project will succeed, but it illustrates the innovative nature 
inherent in the Valmuen arrangement. 

Kåfjord innovations: tourism, festival and home-page 

Manndalen Sjøbuer  
Manndalen Sjøbuer is a fishing camp made up by the construction of 
eight  ‘fishermen’s cabins’, i.e. quite large cabins sleeping 4-6 people, 
located on a quay at the end of the fjord, giving immediate access to the 
sea. This tourist destination enjoys an ideal location close to, and visible 
from, the E6, the national trunk road passing through the village that is 
frequently used by car and bus tourists travelling to the far north. The 
main attraction for tourists stopping here will be fishing in the fjord, 
based on a concept that includes boat rent and all the other necessary 
equipment for fishing, as well as the fisherman’s hut. The largest group 
of tourists comes for, the time being, from Germany. This type of fishery 
tourism is increasing in Norway these days, attracting especially tourists 
from the European continent (Borch et al.  2000). Manndalen Sjøbuer, 
however, was one of the early establishments in this part of northern 
Norway. The Lofoten Islands have been famous for this kind of tourism 
for a long time, but it has not yet been developed on a big scale in the two 
counties further north, Troms and Finnmark. 

The municipal business officer is from the village of Manndalen 
himself and has of course played an important role in this process, not 
only by opening doors into the municipal system, but also locally, by de-
veloping the idea and making it operative. Back in the 1980s there was a 
process of local mobilization in Manndalen, which started locally, and 
later on they were included in a larger project of local mobilization for 
small villages, organized at county level. A lot of ideas were developed in 
this process. One of them was Manndalen Sjøbuer. However, the idea 
was nothing more than that until 1990-91. In that year, the executive offi-
cer studied project management in Trondheim. As a part of his thesis, he 
made sketches of a complete business plan for Manndalen Sjøbuer, in-
cluding drawings of all the different parts of the project, a full investment 
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plan, the pier, etc. After some discussions with the community, a com-
plete plan, including a model for how to finance the project, was worked 
out and then the idea was introduced to the municipality, the state funding 
institution SND and the Sami development fund (SU). The municipality’s 
part of the project was the pier. The cottages were to be built on the pier 
itself, so the pier had to be built first. 

Even though this is formally a type of shareholder company, with a 
board responsible for running the enterprise, the basic idea is a modifica-
tion of the idea of co-operation on the Siida principle. The Siida is the old 
Sami way of sharing ownership and other responsibilities.5 The eight huts 
were built as one unit, but are owned by seven different families. Each 
household, however, is responsible for the loans on one hut only, includ-
ing the equipment in the huts and also the cleaning and maintenance, and 
the family also receives the income when it is rented. But for marketing 
purposes, all eight huts and the other facilities on the estate are presented 
as a single unit. A reciprocity contract is also built into this concept. If 
one of the seven families is no longer able to manage its obligation, for 
one reason or another, someone else in the Siida will take over. This has 
happened once, so now one family owns two cottages. A separate com-
pany administers the marketing, so the visitors do not ‘see’ the Siida, as 
they will normally only meet the people in charge on the days they are 
staying there.  

In this way, the villagers gain at least three different kinds of ad-
vantages: 1) shared responsibility for managing the business, 2) a higher 
degree of legitimacy in an egalitarian-minded community – there is no 
“capitalist” involved, 3) using each other’s competence in the community 
in a better way, and 4) increased income to several households, and there-
fore a better economy for the community as a whole. What this means is 
that the vulnerability of such projects has been reduced, and this may 
serve as a model. Manndalen Sjøbuer has been a success, but also be-
cause the model is embedded in the local culture and they have been able 
to reach a profitable market without too much effort. The model has now 
been introduced to several other communities within and outside the re-
gion; these are not in competition with Manndalen because the market for 
this kind of tourism is growing fast and is almost unlimited. New busi-
nesses are therefore welcomed. 

 

                                                      
5 A Siida is defined as a bilateral kin system, i.e. one in which the transmission 
of property rights or descent occurs equally through both the male and female 
lines. 
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The networking of this innovation may be not so important, although the 
whole model rests on a strong local network and some of the users are 
defined as business partners, rather than merely as customers. No formal 
connection has been made with the local or regional tourist networks 
(Nord-Troms reiser and Destinasjon Tromsø). These networks would 
have been of little help, anyway. There is no point in sending out bro-
chure materials to a potential market, says one of the leading figures be-
hind Manndalen Sjøbuer. You have to meet personally with the head of 
the main travelling companies. ‘What we did was to invite the representa-
tives of English and German agencies to Manndalen, so that they could 
see for themselves what we had to offer. You have to make them your 
friend, and you have to make them want to come back.’ This has led to 
contracts with a German agency, which today has bought a total of 150 
days per annum. ‘It would be possible to sell even more to the same com-
pany, but we have chosen to maintain some flexibility by not selling eve-
rything to one company alone. We have to be open for people stopping 
by, for special occasions, and so on.’  

The Riddu-Riddu indigenous peoples’ festival 
created in 1995 as an annual international meeting-ground for indigenous 
peoples’ cultural expressions; before that (1990-95) the festival was a 
more ordinary and local music festival. Since 1995 the Riddu Riddu fes-
tival has been organized as a four-day event in mid-July, located in the 
village of Manndalen in Kåfjord municipality, a village with coastal Sami 
traditions. Henrik Olsen, Riddu Riddu’s full-time manager, has been a 
key figure. 

Background: at Christmas time in 1990, Kåfjord Sami Association 
(created in 1977), together with the more recently-formed association 
Kåfjord Sami Youth, held a meeting to discuss future activities for pro-
moting the interest in and interests of the Sami community in the munici-
pality, and it was decided to organize a cultural festival in the summer of 
1991, called ‘Jeagi vai beavvi’. The scope of this arrangement was rather 
limited. But it was followed up each year until 1995, when the festival 
took on a more ambitious role as an international meeting ground for the 
indigenous peoples of the North. 

The name was changed to Riddu Riddu and a voluntary organiza-
tion of the same name was created. By 2003 the Riddu Riddu organiza-
tion had about 180 members, of whom about 100-120 have paid the an-
nual membership fee. Some 30 people, mainly from the locality of 
Manndalen, attend the annual meeting held regularly during the first 
weekend in September. The organization has one full-time manager, cur-
rently Henrik Olsen, whose background – among other things – is as a 
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student of Planning & Community Studies at the University of Tromsø. 
Olsen is responsible for the Riddu Riddu festival and, in addition, the or-
ganization pays a part-time accountant and employs some secretarial help 
at festival time. Performers and guests may number some 200 people 
each year. To do the practical work of the festival there is a voluntary 
staff of 60 (local) people, who are organized in groups and meet regularly 
all year to plan the next festival. In addition, up to 300 volunteers may be 
engaged for security duties. A total of 3,000 people have attended the 
festival over the past few years, and as many as 80 journalists and media 
people have covered the festival. A sixteen-page leaflet markets the 
Riddu Riddu 2003 festival, and the festival organization is on the Inter-
net.  

The Riddu Riddu festival may be characterized as a spin-off from 
the state’s decision to include the Kåfjord municipality among the mu-
nicipalities within the Sami Language Act. In order to secure the func-
tioning of Kåfjord municipality as a bi-lingual institution, the state has 
granted money for language training, as well as for the development of 
Sami culture in a community that until recently was very ‘Norwegian’. 
The expansion of the small-scale festival into Riddu Riddu was made 
possible by the use of money that came to the municipality with the Sami 
Language Act in the early 1990s. This coincided with the rise of the 
coastal Sami movement and the Sami Youth organization. 

In addition, outside sponsors have been approached successfully. 
The Troms County municipality had flagged the promotion of ‘Troms 
culture’ in its four-year plan, and naturally found support for Riddu 
Riddu to be a way of implementing its cultural policy. The Sami Parlia-
ment has also sponsored the festival, along with the Nordic Sami council, 
the Nordic cultural fund, the regional savings bank, the local hydro-
electric company, the municipality of Kåfjord and others. Several local 
activists have co-operated to make Riddu Riddu possible.  

AJA, the coastal Sami centre located in Manndalen, is of course 
very important and the festival is arranged with the AJA as a physical 
centre. The co-operation with AJA is mainly in the field of catering as, 
traditionally, this is one of AJA’s most important activities. The handi-
craft organization of Manndalen, which has a sales shop, also co-operates 
with Riddu Riddu. DAVINOR – an Arctic youth camp – has been organ-
ized every year since 1999, taking place just before the Riddu Riddu fes-
tival. In the locality, the municipal school has also co-operated in helping 
to make the festival possible. The head master of the school is a former 
mayor of Kåfjord. Riddu Riddu’s own facilities are rather sparse; the or-
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ganization rents an AJA office,and owns an outdoor festival stage with 
facilities and some traditional tents. 

The regional savings bank was the main sponsor of the festival in 
2003. This had been facilitated by the regional newspaper Nordlys, which 
invited some selected “young Northern Norwegian voices”, among them 
Lena Hansen from Riddu Riddu, to a dinner with political and business 
leaders during the winter of 2003. Informal talks on that occasion are said 
to have led to a sponsorship contract, which was important in securing 
this year’s festival. Due to various circumstances, last year’s festival pro-
duced a deficit of about 800.000 NOK, as the need for a new outdoor 
stage and other facilities had cost almost 1 million NOK. But by the start 
of this year’s event, the debt had been reduced to one-sixth of what it was 
after last year’s festival. 

The relationship with the municipality has been ‘both positive and 
negative’, according to Henrik Olsen. There have been supporters and 
adversaries within both the political and the administrative segment of the 
Kåfjord municipality. As far as funding from the state, ear-marked for the 
promotion of Sami culture, is concerned, the matter is unproblematic. But 
the involvement of municipal funding – in the form of support from the 
business development fund – has been far more problematic. In the spring 
of 2003, the municipality’s executive council voted against a request for 
modest funding, while the municipal council reversed this decision and, 
by ten votes to seven, decided to support this year’s festival. Part of this 
story relates to an event in last year’s festival that resulted in the police 
fining the festival for having allowed the performance of a form of Sibe-
rian sheep slaughtering that violated Norwegian regulations. In October 
2003 the situation was turned around and the council decided to support 
the festival after all, with a relatively small funding allocation. 

The critical attitude on the part of sections of the municipal organi-
zation is welcomed by Henrik Olsen, who maintains that this makes 
Riddu Riddu people more attentive and alert to local sentiment – and the 
debate creates engagement as well. The main problems for the festival 
seem to be linked to the lack of infrastructure, both locally and relating to 
airport distance – both these matters relate to the accommodation of in-
coming artists and guests. There are no hotels in the municipality, only 
camping cottages, Manndalen Sjøbuer and private accommodation. Two 
camps for tents and trailers are provided for the festival people, in addi-
tion to the ordinary camping sites.  

The Riddu Riddu festival and organization is definitely a network-
ing success, in which elements of civil society, local government, re-
gional government, central government and international relations have 
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been activated, together with the media and higher education institutions. 
The location aspect also seems to make a difference. The Manndalen lo-
cality has been the centre of the regional coastal Sami consciousness. 
Overlapping local ties and strong extra-local connections have been com-
bined so as to produce almost the prototype of a social capital process. 
Nobody from the outside world would have thought of Manndalen, with 
its peripheral location and fewer than 1,000 inhabitants, as a place for 
national and international activities. 

Municipal home-page 
Most of the Norwegian municipalities have developed their own home-
page over the past five years. The development is happening fast right 
now, although it was very slow at the beginning of the “Age of the Web”.  
In Kåfjord this happened nearly overnight, suddenly and almost by acci-
dent. Even though this was the case with the home-page, Kåfjord has a 
history of being in the forefront of using new technology. Some years ago 
they had a ‘computers for people’ project, where every household was 
offered a home computer at a reasonable price, negotiated by the munici-
pality. As a result, the computer density per inhabitant is very high in this 
community. Computers were also installed in all the villages for public 
use: in schools, for inhabitants to use during the evenings, or in the vil-
lage hall. The municipality is now working hard to deliver advanced, fast 
connections to each household as a part of the county’s plan to integrate 
villages in the county. To sum up, Kåfjord might be characterized as en-
trepreneurial in this area. 

A good home-page is dependent on a set of variables: on compe-
tent Web design personnel; on creative people to develop the page in a 
way that is attractive for both the local inhabitant and also outside visitors 
of different kinds; also on capacity and resources to update and maintain 
the Web page on a day-to-day basis. Not all of these factors were in place 
when this project was started. There were creative people, who had com-
petence in the technology, but they did not have Web-design competence. 
What happened was that two young men who were both starting to de-
velop a business in Web-design solutions contacted the municipality. 
Both of them had been born in Kåfjord, but had moved out some years 
earlier. They had registered that Kåfjord had no home-page at that time, 
so they offered the municipality a deal. As a business in its infancy, they 
needed practice from the ‘real world’ in Web-design. They had developed 
a prototype-model that they needed to test to see if it worked in a local 
context before they were able to sell the model on a broader basis in the 
market. This was one way for them to learn and develop their product, on 
their way to a more professional business concept. They did not them-
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selves design the home-page, but the more technical solutions behind it. 
So the municipality paid only a nominal price for their engagement. The 
home-page was created by four or five people in the municipal admini-
stration, in collaboration with these two professionals. The central per-
sonnel in the municipal Web-group were the municipal planner, the IKT-
consultant, the head of the technical department, the cultural officer and 
the head of the new public services office. These five people were enthu-
siastic about the idea from the start and were also able to motivate their 
own departments. However, most of the material was produced and de-
livered by these five people. The planner became the leader of the group. 
During the first year the group met on a regular basis to decide upon and 
produce the most important information for publication on the Web-site. 
The group also functioned as editors of the material that other members 
of staff produced. Fifteen of the thirty employees in the town hall pro-
duced material for the home-page during the first month. The home-page 
was produced in a very short period, December 2000/January 2001, and 
was operative from 1 February 2001. Most of the work was actually car-
ried out during the Christmas holidays.  

The hard work did pay off in several ways. In June 2001, only six 
months after the page was put on the Web, the municipality won a com-
petition prize for the best municipal home-page in an open class. The 
competition was organized by Kommunal rapport, a national newspaper 
for the municipal sector.  They were rewarded for the home-page’s Sami 
profile and the fact that they also had a chatroom for young people. To-
day, three years later, the home-page is still probably one of the best, at 
least in the municipal sector in northern Norway. Looking at the statistics 
of the number of visitors it attracts, it seems obvious that the page is 
popular.6  

The page offers two chatrooms for discussion: besides the youth 
chatroom, there is also a general page where everyone can bring their 
own comments. This has been very popular, so popular that politicians 
have several times tried to close it down, due to some rude comments and 
rather arbitrary statements, etc., concerning the Sami question, which 
have been periodically quite intense, and also concerning the question of 
whether or not an asylum centre should be developed in the municipality. 
The page has played an important role in stimulating public debate in the 
community. This has also been the argument from the editor each time 
efforts have been made to shut it down. However, the discussion page 
actually was shut down in February 2004, for reasons already mentioned.  
                                                      
6 http://kafjord.siden.as/stats/  
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The role of the municipality  
The role of the municipality in these innovations: in the case of Mannda-
len Sjøbuer, the development officer has been very much involved (even 
owning one of the cottages himself), and of course the creation of the 
municipal home-page has mobilized a large sector of the administrative 
staff. Most interesting, perhaps, is the rather touchy relationship between 
festival activists and the municipality – touchy because there is conflict 
about how strongly the newly-acquired coastal Sami staus should be ex-
pressed. Riddu Riddu is in itself an overtly strong expression of minority 
status, and the funding amounts the municipality has come up with have 
been modest and conditional.  

Kautokeino innovations: Residential planning model, fes-
tival organization and mobile phone service centre  

Residential planning adapted for reindeer herding 
For decades, Sami reindeer-herding families have located their activities 
and homes in small and scattered settlements in the vast Kautokeino area. 
With the rise of the service and information society, this traditional way 
of life was challenged. Housewives were educated women with employ-
ment potential in the expanding public service sectors, and children 
wanted to live near schools and playmates. In many places this challenge 
led to a marginalization of traditional area-demanding occupations. Not 
so in Kautokeino. Here, the professionals at the municipal technical de-
partment, together with politicians, developed a residential planning 
scheme that allowed reindeer-herding families to live in the centre of the 
municipality. This was done by reserving the outlying sites in the new 
residential areas for reindeer-herding families – providing direct access to 
the countryside and, by making these sites much larger than ordinary 
ones, allowing for both extended family expansion and sufficient space 
for activities related to reindeer herding. This scheme was implemented 
during the 1990s and one of the professionals at the municipal planning 
office wrote a doctoral thesis on this strategy (Skålnes 2003). This inno-
vation in residential planning has been successful, as many reindeer-
herding families now operate with the Kautokeino municipal centre as a 
basis for their activities (when not on the move), whilst at the same time 
the more stationary household members have easier access to educational 
and employment facilities in the municipal centre.   

Networking activity relating to this innovation has not been par-
ticularly strong. An in-migrant architect and her fellow professionals, 
who had a Kautokeino background, developed the project. Local politi-
cians have been discussion partners, together with ordinary people attend-
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ing open meetings to discuss proposed plans. In the doctoral thesis, there 
is not much material that answers the question of how this innovation 
came about – it seems that it just emerged from the close integration be-
tween local people and the professional municipal planners. One reason 
for this, Skålnes maintains, was a common understanding of Kautokeino 
as a village rather than a town, now and in the future, which had to be 
reflected in the residential planning (Skålnes 2003:60). 

The role of the municipality in this project was expressed clearly, 
but one interesting aspect is the integration of professional competence 
(planning & architecture) with local values and local knowledge. The 
outcome of this innovation has been the facilitating of a substantial in-
crease in the number of new dwellings in the 1990s – about 300 new 
dwellings were built during this decade, also in response to the demand 
for new houses for the many employees within the nation-building Sami 
process that was taking place at that time in Kautokeino’s municipal cen-
tre. Another outcome has been the development of competence within the 
technical department of the municipality. The integration of formal and 
informal knowledge is of potentially great importance in the further de-
velopment of the Sami capitals (Kautokeino and Karasjok), and the 
communication with an academic public by means of a doctoral thesis on 
this type of planning may also have a wider effect. 

The music festival organization 
There are lots of cultural activities of many different types in Kautokeino: 
music, theatre, art and Sami handicraft. In music, the most important 
event is perhaps the development of the Sami song traditon, the joik. 
Every Easter there is a large cultural festival. As a forty-year-old tradi-
tion, the Easter Festival was until recently a rather fragmented assembling 
of various religious, sporting and cultural activities at Easter time. De-
mands for a more professional approach to funding, logistics and public 
relations coincided with the establishment of a permanent Sami theatre. 
This, we were told, led to an informal coming-together of key personnel 
from the municipality, the voluntary sector and the Sami Theatre. After 
some informal talks, it was decided to start the process of formalizing the 
music festival organization in around 2000. The theatre people provided 
professional skills, the voluntary organization had its volunteers, and the 
municipality provided funding and some manpower resources. The music 
festival organization then applied for money to be able to hire full-time, 
competent staff in the months preceding Easter, and succeeded in obtain-
ing money from the Sami Parliament; at present they also have a sponsor-
ship contract with the Post Office. 
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This festival has led to a revival of Sami music in both new and 
traditional forms. Today the Sami Music Festival is a co-ordinating ar-
rangement for music and arts festivals and concerts throughout the year in 
Kautokeino. It is a formalized partnership between the Kautokeino Sami 
Servi (the voluntary organization for the Sami people), the State-funded 
Beivvas Sami Theatre and the municipality. A board of representatives 
elected from the various partners involved governs it, but ‘the production 
group’ performs the most important activities. This group takes responsi-
bility for several musical events during the year, but first and foremost 
they plan the musical element of the Easter Festival.  

Today, the financial contribution from the Sami Parliament is the 
most important one, and it makes it possible to hire a full-time person to 
work out the program and contract the artists. The activities of the cul-
tural and educational sectors in the municipality lubricate the festival, 
which includes a Sami Grand Prix song competition, reindeer racing, a 
film festival, evening concerts, religious services and art exhibitions. A 
total of 13,000 tickets are sold during the festival, but the music festival 
organization has a responsibility for only part of all the festival activities. 

The Sami Music Festival is in itself a networking project with an 
inner core of institutions, but it also has contacts with other organizations 
and plays and a co-ordinating role vis-à-vis arranging the latter’s specific 
events (fixing the overall time schedule and sharing the event marketing); 
the festival also has contacts with tourist businesses and shop owners who 
have their heyday at Easter time. Some professional assistance and media 
interest are facilitated by network contacts, but so far the festival organi-
zation has few outside links with other festivals in the region. The festival 
operates rather in parallel with the religious and business communities. 
These are not directly involved and there is some discontent expressed by 
activists about the unwillingness of the local business community to 
sponsor the festival, whilst at the same time businesses are profiting from 
the extra visitors coming to the Easter festival.  

The role of the municipality has been that of a partner type in set-
ting up and running the music festival organization. At Easter time the 
municipality even provides some ‘extras’ in terms of informal assistance 
from the technical department, for example. This innovation has had the 
effect of making festival arrangements more professional, but at the same 
time the festival has kept its voluntary and ‘dugnad’ (traditional) image. 
The all-year-round activities of the musical festival organization have 
strengthened musical life and contributed to a richer cultural scene for the 
inhabitants of Kautokeino. 
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Mobile phone service centre: the location of Chess 
During our first interview with the then mayor in June 2003, he men-
tioned that the municipality was in the process of contacting the Southern 
Norway-based Chess mobile telephone company to discuss the estab-
lishment of a service department for mobile phone users in Kautokeino. 
In our March 2004 interview with the leader of the development com-
pany, we were informed that the establishment has been successful and 
that about ten local people were already working at the Chess centre in 
Kautokeino. Serving mobile telephone customers can hardly be regarded 
as an innovation in itself, but the out-location of this Chess department is 
a new event for this municipality, and the process in itself has some inter-
esting traits. 

According to the development officer, a private consultant, who 
had become aware of Chess’ out-location policy, approached the munici-
pality. As Kautokeino (like Kåfjord and Storfjord) enjoys an exemption 
from the employment pensions taxation scheme, firms can save up to 
15% of their wage costs by relocating to somewhere like Kautokeino. 
Firms operating on a footloose basis, relying 100% on modern communi-
cations technology, are likely to be particularly interested in this means of 
cutting costs in the very competitive market of selling mobile phone ser-
vices. The consultant bluntly asked the municipality for 100.000 NOK to 
make a pitch for Chess. The politicians took a chance, accepted his offer 
and they succeeded: Chess was now willing to discuss setting up their 
service department in the municipality. Then the consultant offered an 
extension of his services – now at a substantially higher price – to imple-
ment the relocation. Not surprisingly, he obtained this follow-up contract 
from the municipality – and again he delivered, in the form of the estab-
lishment of the Chess centre, with the additional help of the employment 
authorities to cover training costs for the personnel – all of them local 
people.  

We do not know how long-lasting this business will be – things can 
change overnight in this industry, and it is a very recent event – but it is 
one of the few examples from Kautokeino of attracting an outside firm to 
consider this very peripheral location for a section of its activities. The 
business idea seems sound, however, in the way that there are no extra 
costs for a firm of this type operating ‘up in the air’ and taking advantage 
of the tax exemptions granted to the region. It is also likely that they will 
have a stable staff, as there are few employment alternatives in Kauto-
keino. Why the mayor and the development officer placed their trust in 
this particular venture, among the twenty other more or less serious ap-
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proaches by consultants, we do not know – it may be a case of the so-
called ‘hunch’ that experienced people possess. 

The outcome has been successful so far, already showing some 
pay-off in the increased employment at the local postal office, because 
there is a physical handling of SIM cards that involves the postal service. 

Conclusion 
Summing up the innovations in these three municipalities, we are struck 
by the integration of activities in the outside world with the formal au-
thority structure of the municipality. But the performance of this integra-
tion has been different in each of the municipalities. In Kautokeino the 
Sami culture and traditional way of living and working exist alongside 
modern planning and working with new technology. In Kåfjord, the in-
novations were very much grounded in the locality’s new status as a Sami 
municipality. This is even the case with the Municipal home-page that 
won a prize for its Sami profile. In Storfjord, the innovations had more to 
do with a change of attitude concerning what comprises an innovation 
than with the innovations themselves, for instance by defining welfare 
policies as a business development policy. 
 
Table 7.6 
 

Type of innovation Municipal 
roles

New jobs Trans-
formative

New 
practices

New solutions 
to local 
problems

Skibotn Market 
Place

Inaccessible Some No Yes No

Valmuen 
Production 
Collective

Co-ordinator Some No Yes Yes

Manndalen 
Sjøbuer

Partner Some Yes Yes Yes

Riddu Riddu 
Festival

Audience Some Yes Yes Yes

Municipal home-
page

Co-ordinator No Yes Yes Yes

Residential 
planning

Co-ordinator No No Yes Yes

Mobile phone 
service centre

Facilitator Yes No No Yes

Outcomes

 
In Table 7.6 (above) we have organized our main conclusions on each 
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innovation as to municipal roles and the outcomes. As presented in the 
table, the roles of the municipalities are manifold. In the case of some of 
the innovations, the municipalities have played rather a passive role, e.g. 
Riddu Riddu, where they have been more or less an audience, even 
though the council has (modestly) sponsored the festival. In the case of 
the Skibotn Marketplace revival, the municipality of Storfjord seems to 
have played no role at all. Even in the case of the municipal home-page 
(Kåfjord), the idea came from outside. In the process of implementation, 
however, the municipal administration took the leading role as a co-
ordinator. In the process of locating the Chess centre in Kautokeino, the 
role that best fits the actions of the municipal actors is that of ‘facilitator’. 
The municipality most closely involved with an innovation is Storfjord 
municipality in the initiation and co-ordination of the Valmuen produc-
tion collective. 

In some instances, the municipalities expressed rather clearly how 
they perceived the role of the municipality to be in terms of innovations. 
In Kåfjord, for instance, the leaders did not regard it as a municipal role 
to initiate innovations, but rather to be responsive to people with new 
ideas. This sentiment was also expressed in Storfjord. Their role has been 
more that of the professional adviser, as in the case of Manndalen Sjøbuer 
and, of course, helping with the financing, primarily from public sources 
such as the Sami development fund and Innovation Norway.  

The institutions that play the most important role in innovative ac-
tivities in these localities are perhaps not the municipalities themselves. 
When it comes to funding new businesses, the Sami development fund 
has been very important, especially in Kåfjord. In all resource-based 
economies, there are strong regulations enforced by the state. The transi-
tion from a reindeer-herding economy towards a more diversified busi-
ness structure in Kautokeino is strongly linked to national policies regard-
ing the reindeer economy. Local autonomy is therefore limited, which 
might be one of the reasons why local opposition to laws and regulations 
concerning their use of natural resources is so strong in the Kautokeino 
community. New, more innovative and sustainable modes of productions 
may be the only way out of the troubled waters that some of these com-
munities have found themselves in for too long.  

What about outcomes? None of the innovations studied are out-
standing, if we by that mean bringing brand new ideas into practice. They 
have not produced new jobs in the community, except for the ten workers 
in the Chess mobile service centre. But some of the innovation processes 
are quite extraordinary. The local networking on the part of local actors to 
persuade the mobile service centre to locate in Kautokeino was remark-
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able: in the way that they responded to this initiative from outside, in the 
way that they qualified their decision, including risk-taking and timing, 
and finally in the way that they mobilized the political community. The 
Riddu Riddu festival is also outstanding, both in its outcome and its 
transforming capacity. By outcome, we do not mean so much new per-
manent jobs. Instead, we should like to point to the logistics competence 
that they have built up in order to be able to arrange such an event, and at 
the same time be able to embed an international festival of this kind in the 
local culture and tradition – ‘from a barbeque party to an international 
festival’. The festival represents a ‘showcase’ to the World, where the 
coastal Sami identity is made visible, for instance, in the way they now 
choose to wear traditional Sami costume. By becoming visible in this 
way, the Sami identity in the community has been transformed ‘from 
shame to pride’. In the case of the reindeer-herding residential planning, 
the success has had to do with combining formal professional compe-
tence with local traditions so as to create really innovative solutions to the 
problems of daily life. 

Storfjord is in many ways a special case. As far as business innova-
tions are concerned, these are definitely small-scale. There is an interest-
ing paradox in the fact that strong geographical conflict and other conflict 
patterns related to religion, politics, etc. seem not to have repressed initia-
tives or creativity: on the contrary, there seems to be a healthy element of 
internal competition involved. Seen from a research point of view, Stor-
fjord has changed from being an object of study to being a partner in de-
velopment research, as well as developing the local community. The mu-
nicipality is today definitely one of the most successful municipalities in 
terms of offering an income and good living conditions in the Nordic pe-
riphery, but this is also the consequence of the easy access that people in 
Storfjord have to the regional centre of Tromsø, about one hour’s driving 
distance away.  

Innovations in this area can definitely be related to both municipal 
actions and the cultural distinctiveness of the inhabitants, underlining 
their feeling of being at the very centre of the Sami ‘nation’ (Kauto-
keino), of the coastal Sami ‘people’ (Kåfjord) or of the ‘meeting ground 
of the three tribes’ (Storfjord). In this respect, innovation networks profit 
from this transformation of placing oneself at the centre, rather than tak-
ing on the status of the uttermost periphery of the Norwegian state. ‘State 
dependency’ has been a rather negative characteristic of these areas, 
meaning a lack of ability to succeed in self-sustained growth and there-
fore, over time, becoming dependent on state subsidies (Eriksen 1996). It 
might be said that in this respect the region has not been exposed to the 
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contemporary ‘market therapy’ to the same extent as other regions in the 
Age of Neo-Liberalism. Nevertheless, innovative activities are going on 
in all three ethnic landscapes and some of their innovations are both suc-
cessful locally and of a character that may serve as models for rural de-
velopment in other peripheral regions as well.  
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Chapter 8 
 

The Innovative Nordic Periphery 

Nils Aarsæther 

Introduction  
This concluding chapter will summarize and analyse the contribution of 
the six research sub-teams (Chapters 2-7). A total of 66 processes of in-
novation have been included from the 21 municipalities covered by this 
study (Table 8.1). It is scarcely possible for this large volume of informa-
tion to be analysed thoroughly in the present report, but we shall attempt 
to see whether any distinct patterns emerge when taking a comparative 
view of the material.1

Firstly, we shall discuss what may be learned from an overview of 
the selected innovation processes. In this overview analysis we shall deal 
with the three types of innovations, outlined in Chapter 1: business inno-
vations, public sector innovations and civil society-typeinnovations. 

The next step is to see, from the reports of the sub-teams, what we 
can learn about the role of the municipality in these processes, and to 
what extent our conceptual scheme, presented in Chapter 1, captures the 
roles of the municipalities as actually performed in the innovation proc-
esses we have studied.  

We shall then try to identify the effects of the innovation processes 
with respect to substantial outcomes, learning and identity formation, and 
the transformative potential of the innovations for the municipalities and 
localities involved.  

Finally, we shall address three questions: to what extent do we see 
the contours of a ‘new’ periphery in the post-industrial age? What are the 
implications of this study for regional policy development, and what con-
crete recommendations can be made? 

                                                      
1 I am very grateful for valuable comments on an earlier version of this chapter 
from Jørgen Ole Bærenholdt, Cecilia Waldenström, Marta Myhri and Brynhild 
Granås. 
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An overview of 66 innovations 
In Chapter 1 we reported a large number of innovations that were sug-
gested to us in the group interviews with municipality leaders (Table 1.1). 
From an average of approximately fifteen suggestions made by each mu-
nicipality, the research sub-teams selected one example from each of the 
three sectors (business, public and civil), plus an optional fourth case to 
compensate for the rigidity of the selection procedure. This has produced 
a total of 66 cases or processes (see Table 8.1 below). The selected inno-
vations have been ‘snowballed’ by the members of the six research sub-
teams in order to obtain additional information, and information from 
more than one source, relating to vital aspects of each innovation, such as 
initiatives, events during the process, networking aspects, links with the 
municipality and effects upon the locality (Chapters 2-7).  

It is important to state that the selection of cases for further scru-
tiny and the management of the snowballing processes have both been 
influenced by the capacity and orientation of each research sub-team, as 
well as the specific local setting. The empirical chapters (Chapters 2-7) 
have been written in different styles, although the research process has 
been based on close co-operation between the participating research 
teams. In the case of some of the municipalities, there have been discus-
sions with local informants about which innovations should be prioritised 
for further scrutiny. In all cases, however, the researchers from the team 
in question made the final choice. Again, we would stress that the data 
material is based on a deliberate selection of cases: they are not stochasti-
cally drawn from the universe of the 311 innovations suggested to us, and 
thus statistical tests would be inappropriate in this analysis. 
         This summary table shows that, with a few exceptions, researchers 
have been able to select one innovation from each category in the mu-
nicipalities. Together with the ‘other’ category, in total 66 innovations 
have been selected from the total 311 suggested in the group interviews. 
By dividing the ‘other’ category cases by innovation type, the distribution 
of innovations selected emerges as follows: 24 business innovations, 23 
public sector innovations, and 19 civil society innovations. As we explic-
itly asked for all three categories to be represented by one example from 
each municipality, this near-equal distribution signifies that the research 
design worked and that our broad concept of ‘innovation’ made sense to 
local leaders. 
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Table 8.1: Presentation of the selected innovations, grouped by municipality and 
sector. 
 

Sector
Business Public Civil Other Total

Tornio Steel Studio Border City Bothnian Market - 3

Ylitornio Concrete products Elderly Gym Shooting Centre Kantele 
instruments (B)

4

Pello Long Winged' 
village shop

Lively Life mun. 
plan

Across river 
marriages

Science history 
site (B)

4

Kolari Health Hotel Tourism strategy Village house Mountain Opera 
(C)

4

Muonio Holiday Centre Ski trails Houswives 
organisation

- 3

Enontekiö Holiday Camp Distance 
education

Ice fishing event Sámi Culture 
Centre (P)

4

Kiruna Stone cutting 
centre

MRI Space and 
Env.

Sámi Dev. Centre - 3

Pajala Electronic industry Care of Disabled Village tourism - 3

Övertorneå Potato processing Strategic 
mobilisation

Arctic march - 3

Haparanda Business 
incubator

Barents Road Community feast - 3

Kalix Evonet industrial 
partners

UniverCity Villages 
cooperation

- 3

Storfjord - Disabled 
employment

Market event 
revival

- 2

Kåfjord Coastal tourism Homepage Indigenous festival - 3

Kautokeino Mobile phones 
centre

Planning and 
herding

Music organization - 3

Røst Cod farming - Italian 
friendshiptown

New hotel (B) 3

Vestvågøy High-tech sea 
navigation

Viking museum - Food production 
(B)

3

Isafjördur Snerpa Internet School-family 
office

- Multicultural 
centre

3

Hornafjördur Galdur Internet Nyheimar Centre Arts Centre (P) 3

Leirvikar Marine products Old people's 
home

Cultural house - 3

Göta Normek Old people's 
home

Musical 
association

- 3

Fuglafjördur Fish protein Bus route Cultural house - 3

Total 20 20 18 8 66
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Business innovations 
In all, 24 business innovations are included by means of the selection 
process used by the six research sub-teams. These may be grouped into 
six tourism initiatives, a group of five high-tech or ‘modern economy’ 
innovations and a group of eleven more classical ‘modern’ or ‘industrial’-
type innovations. Two of the larger municipalities in this study (the twin 
towns Tornio and Haparanda) have established business-based infrastruc-
tures to support further business developments. It is interesting to note 
that an almost equal number of ‘modern’ and ‘postmodern’ business ini-
tiatives – to use the categories cited by the Lofoten sub-team in Chapter 4 
– have emerged. 

Combining local natural resources or local cultural traditions with 
the use and development of modern technologies seems to be a common 
denominator for most of the business innovations. In this respect, busi-
ness innovations in these municipalities may be said to have hit the mark. 
There seems to be a move away from the classical industrial mode, but 
almost all the selected business innovations profit from a close link with 
more traditional aspects of the local environment. The marketing of lo-
cally-based, physical products, and the sale of local nature experiences 
are in some ways two sides of the same coin: business innovations that 
strengthen the economic base of the locality or municipality in question, 
attracting customers from a larger region, even globally. 

In some cases, business innovations come about as the result of in-
dividual entrepreneurship. A typical entrepreneur is the owner of an es-
tablished local firm, discovering opportunities in the form of new markets 
or product development, and almost invariably supported by modern 
technology. Processes of this kind are to some extent the normal devel-
opment of any business nowadays, and one interesting aspect is that they 
seem to be viable even in very peripheral locations. Of course, this may 
also be explained by the fact that the owner is embedded in an environ-
ment that may represent a handicap in terms of size and distance but 
which may, on the other hand, offer definite advantages in the running of 
the enterprise.  

In other cases however, business innovations have emerged as the 
result of seemingly contingent events: the decisive telephone call from 
the municipal administrator, the community meeting, or the formalized 
advice offered by local or regional authorities for would-be entrepreneurs 
in these municipalities. Networks are central to initiatives of this kind, as 
is the capital (social, cultural and physical) present at a local level.  

The role of the municipality in business innovation may vary from 
being decisive to almost non-existent. Two of the Swedish innovations 
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(MikroMakerna and Polar Potatoes) and some of the Norwegian (Lofo-
ten) ones, for example, were implemented without much help from the 
municipalities in question, but in most of the cases we have studied, the 
municipality has provided an infrastructure and has acted as a go-between 
in obtaining funding at national and EU levels. 

Public sector innovations 
Public sector innovations are almost by nature ‘municipal’: they are initi-
ated and implemented by the municipality itself and divide into two 
types. Firstly, innovative ways of delivering specific public services, such 
as the long-distance teaching between Enontekiö and Helsinki; the ‘Eld-
erly gym’; the ‘Valmuen production collective’; ‘The Step’; or the old 
people’s homes. This type of innovation constitutes the majority (twelve 
cases) but, however, also includes the three cultural centres in this study. 

Secondly, there are new ways of creating an infrastructure that may 
benefit people in general, including businesses (ten cases). These include 
the ‘Nyheimar centre’ (Hornafjördur), the municipal interactive home-
page (Kåfjord) and the skiing trails in Muonio. The Barents Road and 
UniverCity projects may also be seen as new opportunity structures pro-
vided by the municipalities. Within this category we include the munci-
palities’ innovation policies that take the form of strategic and mobilized 
planning covering a number of areas within the municipality. 

Networking is essential in all these cases, both in the case of work-
ing in the traditional public sector, involving agencies at regional and na-
tional level, and in the formation of formal and informal partnerships 
with civil society associations. The development of public sector services 
in the area covered by this study often involves an innovative local adap-
tation of what are generally thought of as standardized welfare services 
and regulations. Residential planning, adapted to the needs of reindeer-
herding families, is one challenge that has been resolved successfully in 
Kautokeino (Norway).  

Civil society innovations 
In the research process we expected  ‘civil society innovations’ to be a 
risky concept, because innovations are normally thought of as primarily 
involving the business field, and only involving public service deliveries 
incidentally. The civil society concept is a bit tricky, and in the group 
interviews we used the concepts of ‘third sector’, ‘daily-life practices’ 
and ‘voluntary sector’ to guide people in the direction of how we wanted 
people to interpret the term ‘civil society’. Not unexpectedly, fewer sug-
gestions came up in the group interviews that could be listed within the 
civil society category (a total of 68 suggestions, as against 114 business 
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sector innovations and 129 public sector innovations, see Table 1.1). In 
the selection phase, the teams came up with one such innovation in 18 out 
of the 21 municipalities, plus one extra (the Mountain Opera in Kolari). 
With a total of nineteen civil society innovations we reached critical 
mass, allowing us to extract some tentative patterns from this part of the 
data material. 

About half of the selected civil society innovations – nine out of 
nineteen – consist of new or repeated annual festivals or other events. A 
second category consists of the ‘village house’ or ‘village co-operation’ 
type of project, where local people have organized a multi-purpose arena 
for cultural activities, socializing and common problem-solving activities, 
such as the local management of social services or local economic devel-
opment. A third group consists of more targeted activities, organized on a 
voluntary basis, such as new musical organizations, a shooting centre and 
the mountain opera. 

The civil society innovations are impressive in their ability to mo-
bilize and reach out. As many of these are annual events, they do not sur-
face for most of the year, but preparations for the forthcoming event will 
typically be handled by local voluntary working groups, working months 
before the actual event, and organizing the logistics as well as developing 
the artistic programme for the coming event. Both the municipality and 
local businesses are involved in supporting these festivals, and the sup-
port comes in the form of both cash and direct material contributions. The 
audiences for these events are in the thousands in some cases (e.g. the 
Kilpisjärvi fishing competition) and the hundreds in case of other, minor 
events (e.g. ‘Brides across the river’).  

We got the impression that events of this type are highly dependent 
on both informal networks and the Internet for their successful mobiliza-
tion of an audience. Not least, they often thrive on interested out-migrants 
who use this event as an occasion to come back and socialize with old 
friends and keep up family ties. For the locals, these events seem to be an 
important way of re-thinking the status of the locality and confirming 
their responsibility for its future. Pride in one’s own locality may be 
linked to such events, as the festival names may become almost synony-
mous with, or closely linked to, the name of the locality. In addition, the 
nature of festivals in smaller locations is such that most or all social 
groups participate. Everyone can go ice-fishing, even young people may 
participate in rifle-shooting events, and in locations of this kind most 
types of music tend to have young as well as older audiences.  

Festivals and summer events are nothing new, of course. But cele-
brating re-born ethnic identities, cross-border co-operation, and the pos-
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sibility of staging a summer opera in the Kolari Mountains are innova-
tions with a transformative potential, as are the ideas of reviving older, 
lost meeting places and meeting types. ‘Entrepreneurship without its 
profits’2 typifies the way in which these events are initiated and organ-
ized. One problem may emerge, however: when the festivals turn out to 
be of a certain economic scope, the tension between village traditions and 
business interests may easily surface, and this may sometimes lead to 
conflict at a local level.3

Innovations across sectoral borders  
The present study, though it covers a number of innovative processes, 
cannot provide scientifically grounded explanations for the potential rela-
tion between innovations and factors such as municipal size, distance, 
economic structure, organizational properties and local entrepreneurial 
atmosphere (cf. Figure 1.2 in Chapter 1). We have analysed some se-
lected cases of innovative behaviour in the Nordic periphery, and as to 
the existence of innovative efforts, we may safely conclude that, irrespec-
tive of country, municipal size, variation in transport facilities and dis-
tance from the nearest regional centre, we have had no problem in identi-
fying a multitude of successful innovations during the past decade or so.  

Our interpretation of the information collected is that municipal 
leaders and local people, faced with problems of economic restructuring 
and public finance, have responded in several cases by creating innova-
tive solutions of various types, in a variety of ways. This is happening in 
spite of the fact that many people with ideas and initiative have definitely 
moved to the south or to bigger places. As far as we can see, not a few of 
the people in the Nordic periphery are proud to live where they do. They 
can point to recent and successful innovations within the business sector, 
often linking nature and elements of the local culture to hyper-modern 
ICT applications, and they can see their municipality becoming orientated 
towards new types of problem-solving in its provision of educational and 
other welfare state services, and also in taking on a broad responsibility 
through its engagement in local development projects outside its man-
dated task area.  

Finally, local identities are being both strengthened and challenged 
by the messages (including in some cases, meta-type messages concern-

                                                      
2 Paine, in Barth (ed.) 1972 
3 Since the data collection was completed, we have read in the newspaper 
Nordlys that the Storfjord annual ‘Skibotn market’ ran into just this type of prob-
lem, resulting in two separate and competing markets being organized in June 
2004. 
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ing ethnicity) that are emanating from civil society innovations, espe-
cially the annual festivals and local museums. These messages typically 
highlight the historical heritage of the place; they may strengthen the 
identity orientation of some people – and enhance the identity re-
orientation of others. In maintaining the stock of social capital, the or-
ganization and consumption of festival events seem to have a significant 
positive effect, because social relations and networks are not only reaf-
firmed but also expanded in the process of planning and implementation. 

The differences between the Nordic West and the Nordic East pro-
duce a useful dichotomy. Our present analysis has produced results very 
much in line with what was reported in the previous Nordregio project.4 
In the western Nordic localities, people’s activities are often linked to 
their coastal environment, and fishery products from the northern seas are 
today marketed actively all over the world. Private entrepreneurship may 
be profitable, even without the support of regional policies and municipal 
actions. In the Nordic East, the economic restructuring has been more 
profound, and the opportunities are not exactly lying there on the door-
step. On the other hand, people in the periphery of the Nordic East have 
access to more instruments of regional policy, and for the purpose of at-
tracting tourists it helps considerably that these places are accessible by 
car. 

At the outset, we had not regarded gender differences as decisive in 
the process of innovating activities, although the traditional way of life in 
the areas studied has been described as male-dominated, with their tradi-
tions of the fisheries, forestry and mining industries. Comparing innova-
tions in all three fields, we often found descriptions of male innovators in 
the business sphere. However, we imagine that this male dominance in 
business innovations has to do with asking about business innovations 
that have had a significant local impact. Female-dominated business in-
novations are smaller in scale and family firm-based, so the impact of any 
one innovation of this kind will naturally be limited. In consequence, in-
novations of this type have not been selected for analysis in the present 
study. Thus we admit to having reproduced a male bias in business inno-
vation type. Not so, however, in the other two sectors. In the public sec-
tor, an increasing number of female leaders reflect female participation in 
developing services across sectoral borders, bringing them closer to users 
and clients. The ‘Valmuen’ workshop for the handicapped (Storfjord) and 
Step (Pajala) provide good examples of female leadership in public sector 
innovation. In the case of civil society-type innovations, female and male 
leadership are equally common.  
                                                      
4 Bærenholdt 2002. 
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As we expected, institutional borders between what is commercial, 

what is political and what constitutes daily-life practice are almost sys-
tematically transcended in the innovation processes we have studied. 
Processes that started off as distinctly commercial, or as civil society pro-
jects, have more often than not integrated elements from other sectors. 
The interdisciplinary composition of the research team has been a definite 
advantage in this respect. Problems and cases have been discussed from 
more than one angle and this has increased the quality of our research 
effort. Of course, our research design implies that several disciplinary 
discourses could have been more thoroughly developed, for instance with 
respect to ethnicity, local governance, and the economic restructuring 
process, but this is the price one has to pay for conducting interdiscipli-
nary research. 

The roles of the municipality  
In public sector innovations, the role of the municipality is obvious and 
decisive. Public sector innovations seem to proliferate in the municipali-
ties studied, largely as the result of a competent and dedicated administra-
tive and political leadership, but also because networking and mobilizing 
resources from outside have become well-known methods. Re-
organization schemes have lowered the internal borders and divisions of 
municipal organizations, allowing innovative activities to take place be-
tween units that formerly concentrated on performing their own specific 
tasks. In the following discussion of the roles of the municipality, how-
ever, we shall deal primarily with processes of innovation within the 
fields of business and civil society. As a starting point for this discussion, 
we cite a comment from the chapter on Swedish municipalities: 

‘… the pre-conditions in the region for innovative developments are not 
favourable and the municipalities’ ability to be conducive to the emer-
gence and development of local innovations is an increasingly important 
question’ (Chapter 5) 

The role of the municipality should be regarded as being of crucial 
importance to local innovation, even though we have found some in-
stances of very successful innovations with weak links to the municipal 
institution. The presence of the municipality in innovative processes is 
not, we feel, a direct outcome of our research design; however, it may be 
a weakness that we approached the political and administrative leaders of 
the municipalities first. In the group interviews, these leaders were never-
theless able to provide a lot of information concerning innovative activi-
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ties outside the public sector, including processes with little or no mu-
nicipal involvement.   

It is interesting to note that the centrality of municipal institutions 
to innovations is so clearly expressed in municipalities that vary consid-
erably in size. At one extreme there is the Swedish situation, where the 
size of the municipalities is far larger than in the other Nordic countries. 
Here, one might expect the distance from a local innovator to the ‘town 
hall’ to be excessive, so that innovations would, to a great extent, take 
place without reference to the municipality. This is not the case, however. 
At the other extreme we have the Faroese municipalities, which are very 
small and almost without the staff and instruments to support innovative 
initiatives. In our study, a municipality’s size – measured in km² or by the 
number of inhabitants – seems not to have a big effect in its own right. 
What matters seems to be just what the micro-municipalities in the Faroes 
are lacking, namely developmental capacities and financial instruments 
available to support innovative actions. The Norwegian micro-
municipality of Røst manages rather well in this respect, even though it is 
smaller than the Faroese ones in this study. 

Municipality size varies between 600 and 24,000 inhabitants in our 
study, and of course this greatly affects how integrated the municipal in-
stitution is in local daily life. One implication of this is what we observe 
in the largest municipalities, namely a tendency for municipal involve-
ment in business innovations to be of a co-ordinating or arena-creating 
type. In the smaller municipal settings, the links between municipalities 
and specific business innovations are more evident.  

Issues of scale and distance are, in several cases, handled compe-
tently by utilizing and establishing links with outside partners – as seen in 
Enontekiö, where parts of the educational service are run in co-operation 
with a Helsinki institution. In Hornafjördur, links with the university in 
Reykjavik form part of the Nyheimar Centre concept.  

From a policy analysis point of view, it is very interesting to dis-
cuss what may be extracted from our overview of municipal responses 
and initiatives. What we can see from the material is, firstly, that re-
sources available for development activities (human resources, funding 
arrangements) make a difference, though this is hardly surprising. It is 
more interesting to see whether the typology of response, as set out in 
Chapter 1 (Section 1.3) captures the innovation policy process. The an-
swer here is that the categories we have listed capture aspects of what is 
going on, but we cannot conclude that any of the 21 municipalities pursue 
one specific policy in their involvement in innovative processes.  
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A very central point to be made in this respect is that the nature of 
the innovation seems to determine what kind of municipal action is likely 
to occur. This means that the municipalities are not contributing a stan-
dardized response to people’s ideas and projects. The specification of 
each project has been highlighted in most of our interviews, while ‘the 
roles of the municipalities were, in most cases, not particularly problema-
tized’ (Chapter 5). This indicates that there has been flexibility in the re-
sponses on behalf of the municipality, and we may safely conclude that 
this is needed in order to match the complexities of the innovative land-
scapes with which the municipalities are brought into contact. 

For as long as ‘decentralized industrial development’ was the stan-
dard solution to most developmental problems in the periphery, it might 
have made sense to develop a standard municipal response to local entre-
preneurs. But in the post-industrial age, the complexities relating to inno-
vation type, and the type of people doing the initiating, are almost over-
whelming. Thus, a municipality that has developed a standardized re-
sponse programme to innovations is less likely to succeed.  

The flexibility of the municipality is particularly highlighted in the 
Finnish study, where the Finnish team has shown that the municipality 
may take on different roles in all three fields of innovative activity (Chap-
ter 6). The municipality may even come up with a private business idea, 
for instance, in a situation where it has erected buildings for production 
activities, but where there is no immediate demand for them. The volatile 
business field served by a flexible municipality may be expressed as a 
policy blueprint, but it can hardly be presented as a standardized way of 
handling innovation challenges.  

The ability to plan, as well as the ability to be flexible and adapt to 
new types of innovations, are competencies needed within the municipal 
institution. We observe examples of innovative and strategic municipal 
planning for village development (Pello and Kolari in Finland) and for 
households (Kautokeino in Norway). Handling the tension between plan-
ning and flexibility is not an easy task (cf. Storfjord in Norway), but often 
a kind of solution is found by balancing political and administrative ca-
pacities within a municipality. A change in political leadership may occur 
every third or fourth year, after local elections have taken place. Political 
changes may be conducive to innovation and flexibility in municipal in-
stitutions, but such changes may also mean that long-term strategies and 
plans are overturned or neglected by a new regime. Increased flexibility 
has its cost, in the form of a reduced predictability of what the municipal 
response will be, or whether there will be one at all. 
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Going through the 66 innovations, we found a wide range of role 
types, corresponding to the ones laid out in the introductory chapter. We 
found instances of the municipality being perceived as irrelevant and as 
an obstacle, as well as fulfilling proactive roles such as facilitator, part-
ner, supporter, co-ordinator and initiator in dealing with innovations. If 
certain role types are to be highlighted, they must be those of ‘facilitator’ 
and ‘supporter’. This leads us in the direction of the well-known dis-
course in the social sciences on ‘the strength of weak ties’ (Granovetter 
1985). The municipalities, in this respect, do not try to control or monitor 
innovation processes initiated in the business and civil spheres. Relations 
between the municipal leadership and the innovators should rather be un-
derstood on the basis of a network concept – dependent on personal rela-
tions to a certain extent, but an overall involvement that is flexible and 
open-ended. This mode of action is essential for the exchange of key in-
formation on matters such as who to contact next in order to bring an idea 
to its realization.  The municipal leaders themselves express a preference 
for providing the relevant infrastructure for innovations to take place and 
develop, but also for responding to and supporting specific innovations 
that they assess as viable, or at least promising. Again, the role of the 
municipality is to a large extent dependent on the character of a specific 
idea and on whether the municipality has the capacity, and can mobilize 
the relevant contacts, to assist its realization.  

Transforming the Northern landscape?  
The 21 municipalities covered in this study are certainly not at the centre 
of the ‘innovation heartland’ of their respective countries. On the con-
trary, the majority are places where conventional regional development 
reasoning would predict few innovative activities. Taking three plausible 
preconditions for innovations to occur – ‘talents, tolerance, technology’5 
– most of the places covered by this study are definitely not endowed 
with them. As far as talent is concerned, we know that young people have 
chosen for decades to move out of these areas, that only a minor propor-
tion of those have returned, and that personnel within the competence-
demanding sectors in these locations often move in and out. As for toler-
ance, we know that small places are in themselves more conducive to 
strict social control than a liberal-minded acceptance of new practices. In 
addition, the strong presence of religion in most of these locations will 
tend to strengthen social conformity. Furthermore, these locations are by 
no means centres of development for new technology. Modern ICT con-
nections, such as broadband, often arrive last at places on the periphery, 
                                                      
5 Florida 2002. 
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and at the moment there is an ongoing struggle to obtain a sufficient ca-
pacity of Internet access. 

The absence of what are presented as decisive factors in stimulat-
ing innovative practices is not the only problem, however: some would-
be innovators also have to live with aspects of their social environment 
that are highly problematical. Firstly, with out-migration and unemploy-
ment as ever-present realities in most of these locations, a feeling of be-
ing left-over or second-rate citizens may create a psychological environ-
ment of pessimism that adversely affects the development of an innova-
tive and entrepreneurial atmosphere.  

Secondly, one tricky aspect of a problem-ridden situation, experi-
enced in many peripheral locations, is that it may pay to fail. Places and 
municipalities with high unemployment rates and low per capita incomes 
are likely to be compensated by the Nordic welfare state regimes in vari-
ous ways, which may result in a type of state dependency.6 Even though 
compensation policies have, to a certain extent, been replaced over the 
past decades by policies that stimulate innovation and entrepreneurship, it 
may still be the case that failure leads to central government intervention.  

Thirdly, the psychological heritage of the industrial age has by no 
means been erased completely. As a solution to their problems, some 
people may be convinced that middle-sized or even large-scale industrial 
development should still be an option, and those people may find support 
for their ideas by pointing to the large-scale oil and gas developments 
along the coasts of Northern Norway and North-West Russia. It is, how-
ever, less than likely that this will open the way to an industrial comeback 
in the North. 

So the local innovators have to cope locally with a certain amount 
of pessimism in some of the locations that have state-dependency orienta-
tions and visions of industry returning to the Northern periphery. Never-
theless, the research reported here indicates the presence of an optimism 
required to initiate and implement innovation, at the same time as many 
people in these places may feel deprived by public services retrenchment 
and a loss of work as the result of transformations in the traditional and 
industrial sectors. Thus, we may suppose that the people fronting innova-
tive processes are likely to have a tough job relating to sections of their 
immediate social environment.  

What we have documented in this study, however, is that in all 
these municipalities there is a significant move towards innovation, not 
only in terms of plans and ideas, but also in terms of the practical experi-
ence of projects that have materialized during the 1990s and up to the 
                                                      
6 Cf. Eriksen 1996. 
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present. The very existence of these innovations and their networks, in-
volving both the municipality and outside actors helps to counter the ar-
gument that welfare state aid to the periphery has undermined its innova-
tive capacity. On the contrary, it is now possible to maintain that the 
compensatory measures that have been expanding since the end of the 
Second World War have been preconditions for these places to become, 
if not downright competitive, then at least participants in the innovative 
direction of regional development. The development of welfare state ar-
rangements and the provision of technical infrastructures have led to an 
expansion of capital stocks – in the broadest sense of the term – in these 
locations. 

The demographic ‘test’ of our arguments is more or less pending. 
As seen in the population statistics (Table 1.1) and the empirical chapters, 
there has been a tendency for population development to stabilize in 
many of the municipalities, after decades of decline. 

We do not know whether or not this is a long-term trend, but we 
are confident that innovative action will become a necessary condition for 
these locations to exist and prosper in years to come. Along this line of 
reasoning, it is not difficult to see the contours of a new Northern periph-
ery emerging, created as the result of a potentially productive tension, 
with post-industrial and mobile elements on one side, and fixed and na-
ture-based elements on the other.  

Policy recommendations 
Provided that improving work and living conditions in the vast areas of 
the Northern periphery is a political objective of the Nordic governments, 
today’s regional policies should be informed by the potential for innova-
tion strategies at the level of the municipality. In this report we have fo-
cused on places and localities outside the Northern urban regions, and by 
means of comparative research we have shown that a variety of innova-
tions is possible, as well as functions at a municipal level that contribute 
substantially to the innovative capacity of localities in the Nordic periph-
ery. We have found strong similarities in the way that municipalities be-
longing to different Nordic countries manage their challenges; a Nordic-
level discussion on regional policy, informed at a local level, as well as 
by scientific knowledge, could be an important contribution to the devel-
opment of regional policies more attuned to the problems of the extreme 
North. 

In the following section, some short recommendations for policy 
improvements are made, on the basis of the research carried out in this 
project. These recommendations are of a very general nature, and they do 
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not address specific instruments and policies currently functioning in the 
Nordic countries.  

Strengthened local government 
Regional and higher-level policy centres could stimulate and strengthen 
the municipalities’ potential by implementing a targeted programme to 
empower ‘flexible development’ at a municipal level. Both politicians 
and administrative personnel could enhance their competence by creating 
an innovative atmosphere to support the development of viable innova-
tions within their territory. A vibrant local self-government system seems 
to be important in itself, both in order for ideas to materialize and for 
their successful integration into daily-life practice. It is interesting to note 
that innovative activities are carried out in much the same way in munici-
palities of very varying sizes, but the larger municipalities tend to provide 
more general and less company-specific support for business develop-
ment, compared to the smaller municipalities. It is essential that the 
smaller municipalities should also have policy instruments and competent 
leaders, to be able to provide support for innovators. Whether this can be 
accomplished within the framework of the existing administrative struc-
ture or not is, however, a political question. 

Empowering the innovators and supporting innovative activities 
For the innovators, networking and competence are essential elements, 
and these may be strengthened by, for example, regional-level educa-
tional courses, for would-be entrepreneurs and innovators to develop their 
ideas and projects as part of the course, at the same time profiting from 
the experience of other ‘colleagues’. It is essential that such courses be 
set up with equal opportunities for women and men to participate, and 
that these educational efforts should not be directed towards business in-
novation alone. People working on business, public and civil society in-
novations would definitely profit from being brought together for joint 
learning. Localized innovative development needs to be grounded in local 
contextual preconditions, yet have the ability to transcend them in order 
to contribute to local societal development. In order to develop tools for 
locally adapted innovation processes, inventories of the experience, 
strategies and tools used by successful local innovators could be an im-
portant input. These, however, need to be combined with more general-
ized knowledge and experience in other contexts. A challenge for policy 
makers is to develop ways of using the means to empower innovators, 
both for their long-term development and to enhance local cohesion. To 
that end, communicative planning strategies may be fruitful. 
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Building links and communication infrastructures 
In order for local innovation to be successful, out-reaching mobility must 
be underpinned, both physically and electronically. More of the export 
activity from these locations is likely to be linked to tourism in the future, 
so access from the outside will be as important as out-going links and 
networks. At the same time, problems of per capita costs are real and 
should be countered by innovative ways of providing adequate transport 
and mobility systems. In all the countries studied we have observed cases 
of direct links between local innovators and municipalities on the one 
hand, and universities and research institutions on the other. This ten-
dency will be essential to the periphery in the future. It is stimulated by a 
number of factors, including the university training that competent per-
sonnel in the municipalities are receiving, and the possibility of conduct-
ing field research in co-operation with local people, i.e. acknowledging 
the value of local knowledge. 

The suggestions stated here are not meant to replace current policy 
at a regional level with a strategy at municipal level; rather, it seems to be 
a question of including targeted means and instruments of empowerment 
at a municipal level, as well as the practices of innovators in daily life, 
into the overall strategies and policies of regional development. In order 
to be effective, regional policies must be concerned with, and address, not 
only problems on a regional scale but also problems and potential at the 
level of the local firm, and innovative individuals within the public and 
civil spheres of activity. These policies should facilitate the combination 
of markets, technologies, nature, and human and social capital in innova-
tive ways, to secure viability at both a community and a municipal level 
in the extreme North. 

A broad concept of innovation 
We began this report with the presentation of an innovation concept cov-
ering both public sector and civil society initiatives, thereby extending the 
concept of traditional business innovation. This broad definition has 
proven very useful, not only because it illustrates innovative practice out-
side the commercial sector, but also because it provides a platform for 
studying the interplay between commercial, public, and civil society ele-
ments in various innovations. The usefulness of a broad innovation con-
cept is one important contribution on the part of this study to informed 
policy-making. 
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Nordregio 
 

The Nordic Centre for Spatial Development 
 
An Independent Centre for Research, Documentation and Information 
Dissemination 
 
Established in July 1997 by the Nordic Council of Ministers on behalf of 
the governments of the five Nordic countries, Nordregio serves as an 
independent research centre on questions concerning spatial planning and 
regional development. Our staff come from all the Nordic countries, as 
well as from other European countries. Located in Stockholm, Sweden, 
the Centre applies a Nordic and comparative European perspective in its 
investigations, which include: 
 
♦ initiating and carrying out research projects and analyses where the 

comparative perspective is central;  
♦ offering internationally attractive educational programmes, where the 

sharing of experience provides new angles of approach to national 
issues and activities; 

♦ disseminating experience and contributing to the professional 
discussion on spatial analyses, planning and policies. 

 
A Young Institution with 30 Years of History 
Nordregio grew out of the consolidation of three former Nordic 
institutions: NordREFO (The Nordic Institute for Regional Policy 
Research, established 1967), Nordplan (The Nordic Institute for Studies 
in Urban and Regional Planning, established 1968) and NOGRAN (The 
Nordic Group for Regional Analysis, established 1979). 
 The legacy of these institutions includes a widespread network of 
researchers and civil servants in all the Nordic countries as well as in 
Europe, a network which has been incorporated in Nordregio and upon 
whose experience Nordregio will continue to build.  
 
Read more about Nordregio on the website www.nordregio.se. 
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