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Útdráttur 
Ritgerð þessi skoðar tvö tilviksdæmi og ber þar saman tvö nýsköpunarkerfi 

á Norðurlandi. Þátttakendur í báðum kerfunum hafa aukið við ímynd þess 

landsvæðis sem þeir starfa á. Við greiningu á tilviksdæmunum voru 

skilgreindir sérstakir flokkar í þeim tilgangi að varpa ljósi á hið flókna 

samspil innan hvors nýsköpunarkerfis og til þess að hægt væri að greina 

skipulega þau gögn sem safnað var.  Greiningarflokkarnir sem voru notaðir 

eru lykilþættir kerfanna; bakgrunnur, það sem laðar ferðamenn að, kerfið 

sjálft, hindranir og drifkraftur. Greining á kerfinu sjálfu krafðist ítarlegri 

skoðunar og var því þar notast við C-PEST greiningarlíkan við mat á 

áhrifum umhverfis. Tilviksdæmin voru borin saman með tilliti til lykilþátta 

og hlutverka þátttakenda innan nýsköpunarkerfanna. Samanburðurinn 

leiddi í ljós að í kerfinu þar sem Norðursigling er leiðandi afl er nýsköpun 

mjög virk með áherslu á strandmenningu.  Bakkaflöt, sem einbeitir sér að 

afþreyingarþáttum í kjarnarrekstri sínum, er þátttakandi í nýsköpunarkerfi 

sem er ekki eins virkt hvað nýsköpun varðar en leggur engu að síður með 

flúðasiglingum sínum til mikilvægan hluta ímyndar Skagafjarðar í 

ferðaþjónustu.  

Niðurstöður verkefnisins benda til að  helstu atriði sem taka þarf tillit til við 

mótun stefnu í ferðamálum sé þörf á viðurkenningu á hagrænu mikilvægi 

ferðaþjónustunnar hérlendis og að styrkja þurfi stoðkerfi ferðaþjónustunnar 

þannig að lítil og millistór fyrirtæki í greininni hafi greiðari aðgang að 

fjármagni og aðstoð. Einnig þarf aukna áherslu ríkis við að bæta grunngerð 

fyrir ferðaþjónstuna og auk þess þarf að auka samvinnu milli fyrirtækja í 

ferðaþjónustu, opinberra aðila og háskólasamfélagsins. Slík samvinna 

eykur nýsköpunarmöguleika innan greinarinnar.    

 

 

Lykilorð 
Nýsköpun, nýsköpunarkerfi, ferðaþjónusta, Ísland, hvalaskoðun, 

flúðasiglingar. 
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Abstract 
This thesis deals with the comparison of two innovation systems in the 

rural areas of Iceland. Both have added something new to the image of their 

area creating a stronger regional identity in the national landscape of 

tourism in Iceland. For both case studies specific categories were defined in 

order to break down the data collected in a systematic approach shedding 

light on the intricate workings of each innovation system. The categories 

used were the systems’ main elements; background, attractions, system, 

impediments and driving forces. The system category required a more in 

depth analysis and therefore a C-PEST model (Competitive, Political, 

Economic, Socio-cultural and Technological) was used to discern the 

nature of the operating environments. The cases were then compared 

regarding the main elements of the categories and the roles within an 

innovation system listing function and activities that shows the innovative 

aspect of the system in question. The comparison showed that 

Norðursigling is a core and a lead actor in a highly innovative system 

which centres on a concept of coast culture. Bakkaflöt, focusing mainly on 

their core operations, is a part of a less innovative system, with a concept 

more narrowly focused on leisure activities, but still contributing to the 

image of Skagafjörður through river rafting.  

The main common policy implications gathered from this work is the need 

for a stronger national acknowledgement of the economic value of tourism, 

to strengthen the support system for small and medium sized companies in 

the tourism industry that has the available funding and resources needed for 

creating stability, thus laying the foundations for investors and new venture 

capital. Also by increasing the government’s emphasis on improving the 

necessary infrastructure for tourism and taking advantage of innovation 

trough the triple helix model by increasing the effective co-operation 

between the tourism companies, the public sector and universities. 

Key words 
Innovation, innovation systems, tourism, Iceland, whale watching, white 

water river rafting. 
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1.0 Introduction 
This thesis compares two case studies from the tourist industry in Northern 

Iceland. Both cases study innovative practices that have been successful in 

a competitive environment where failures have been frequent. The 

Icelandic tourist industry is steadily growing at the rate of 6.4% in terms of 

visitor numbers since 1960 according to Jónsson (2004, pg 51). Last year 

the total number of people visiting the country was over 422.000 and in 

2007 some 470.000 are expected (The Icelandic Tourist Board, 2007). 

Tourism is a relatively young industry in Iceland with rather weak support 

and funding systems for new ventures, especially in the rural areas. The 

acknowledgement of the value of tourism for the economy in Iceland has 

been growing with the recognition of it as an industry. This change affects 

all parts of the land especially in rural areas whose traditional economic 

motors have been farming or fishing. These have often formed the basis for 

tourist attractions along with Icelandic nature lauded for its beauty and 

scenic vistas. 

The cases this thesis details entail attractions which play a large part of 

their respective regions image. Both companies utilize local natural 

resources as the basis of their core business. The company Bakkaflöt 

utilizes the East and West glacial rivers in Skagafjörður for white water 

rafting. On the other hand the company Norðursigling utilizes whales in 

their natural habitat for whale watching in the bay of Skjálfandi as the 

company’s backbone, couching their operations in notions of coastal 

culture, drawing on traditional fishing practices and shipbuilding. Even 

though these two companies are in the same industry their approach to 

innovation is different and the scope of their innovation systems varies.  

The cases compared in this thesis were a part of a Nordic innovation 

systems project describing cases in each of the Nordic countries. The 

Icelandic part of this project is led by Dr. Edward H. Huijbens and Dr. 

Ögmundur Knútsson with Jón Gestur Helgason as an employee of the 

project. Interviews were conducted in the Húsavík area and in Skagafjörður 

where actors of respective cases were interviewed. Transcripts were made 

from six of the seven interviews totalling in 240 pages in Icelandic and are 
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available. No financial information was available from the case companies 

and no statistical information was available from Bakkaflöt on the number 

of customers. 

 

The research question for this thesis is:   

• What conclusions can be drawn from the comparison and 

evaluation of these unrelated cases about the role and function of 

two innovation systems in tourism in Northern Iceland? 

 

After this introduction theoretical foundations for this thesis are laid. Then 

the methodology used is described. After that the cases of the innovation 

systems of Norðursigling and Bakkaflöt are detailed and analysed. Then a 

comparison of main elements and roles of the systems is conducted 

followed by conclusions where the research question is answered. In 

discussions the policy implications for each system that have emerged 

through this work are detailed.   
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2.0 Theoretical foundations 
In order to be able to compare and evaluate innovation systems of the two 

cases, innovation, innovation systems and the roles within those systems 

have to be considered in some detail. This way the theoretical foundations 

for this thesis and the research question are set.  

2.1 Innovation 
The foundation of innovation is the conception of an idea. Whether this 

idea happens because of necessity, the will to change, improve or move 

into another arena. Therefore the motivation is the will to;  

• handle an impending problem 

• position within a market 

• enter a new market.  

The idea that is created within a company does not fall under the category 

of innovation unless it is worked on and implemented without regards to 

the success of that work. This distinction is amply described as the 

difference between invention as the first occurrence of an idea for a new 

product and innovation as the first attempt to carry it out (Fagerberg 2005, 

p. 1-26) 

A good idea can quickly be forgotten in a non motivational business 

environment if it isn’t put into practice. It is necessary for a company to be 

able to continually utilize the knowledge that resides within the company 

and to be able to gain knowledge from outside the company. The new idea 

for a product is the trigger for the process. The idea is generated when 

technical possibilities match with market needs. Technology can also 

generate through scientific or technological research in radical innovation 

or breakthrough products (Cooper 1993, p. 121). A fully formed process or 

product in a company from the original idea is the prerequisite of 

identifying it as innovation. Innovation in business can be defined as: 

• A process within a company to improve a product or service by 

implementing something new into it. 

• A prerequisite of new market items. 

• The creation of new idea’s, operations or processes.  
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• The effective development of new idea’s.  

• A transformation that creates a new dimension of success.  

In the first half of the 20th century, Austrian born Joseph Schumpeter, a 

Harvard economist, stated in his book Theory of economic development 

published in English in 1934, that innovation is closely related to 

development. In his theory economic development is driven by the 

discontinuous emergence of new combinations (innovations) that are 

economically more viable than the old way of doing things. He classifies 

five different types of innovation.  

• the introduction of a new good or a new quality of a good (product 

innovation);  

• the introduction of a new method of production, including a new 

way of handling a commodity commercially (process innovation);  

• the opening of a new market (market innovation);  

• the conquest of a new source of supply of raw material or 

intermediate input (input innovation);  

• the carrying out of a new organisation of industry (organisational 

innovation) (Schumpeter 1934, p. 66).  

Schumpeter did not specifically touch on learning but he does touch upon 

the creation of new knowledge in relation to invention and innovation 

stating that this new knowledge is economically irrelevant if the invention 

is not carried into practice (Schumpeter, 1934, pg. 88). In his later work, 

Capitalism, Socialism, and Democracy, Schumpeter (1942) puts less 

emphasis on the role of the individual entrepreneur in the process of 

innovation compared to his original theory of economic development, just 

as he stresses that innovation does not have to be radical and unpredictable 

to be considered a true innovation. Innovation is the “fundamental impulse 

that sets and keeps the capitalist engine in motion” (Schumpeter, 1942, pg. 

83). Schumpeter’s sees a process of “Creative Destruction” that from time 

to time revolutionizes the economic structure from within when an 

innovation comes along and changes the economic system and in the 

process destroys the old ways of doing things.  “Waves of Creative 

Destruction” and innovation occur periodically. Then there is a period of 
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comparative quiet in which the results of the revolutionizing development 

are absorbed.  Then, once again, as still another innovation comes along.  

The process of revolution and absorption are what Schumpeter believed to 

be the fundamental cause of the business cycle (Schumpeter, 1942, 83). 

Schumpeter also states that “Imitators are much more likely to succeed in 

their aims if they improve on the original innovation i.e. become innovators 

themselves.  This is more natural, because one (important) innovation tends 

to facilitate (induce) other innovations in the same or related fields. In this 

way innovation – diffusion becomes a creative process in which one 

important innovation sets the stage for a whole series of subsequent 

innovation” (Fagerberg 2005, pg. 13). Therefore an essential feature of 

innovation is that something is carried into practice, and that the 

entrepreneur leads others in the same branch to follow, i.e. the innovation 

gets diffused through imitation. 

In a business environment it is necessary to be able to confront a growing 

competition in a quick and reliable way to be able to survive. It is very 

important that a company can change its internal processes and be able to 

adapt to different situation without hesitation (Trott, 1998, p. 4). The 

development of new products and their marketing is a prerequisite for long 

term success. The short lifespan of products and fiercer competition in 

markets requires the managers of companies to be able to identify these 

factors and focus on them. Innovation has an impact on the success and 

growth of a company with large and steady changes on their products, 

processes or services. Innovation is often the result of a problem or the 

solving of one. Problems that the companies deal with because of financial 

difficulties decrease of profits or the entry of competitors in the market. 

Cooper (1993, p. 7) identifies four main innovation drivers as  

• technology advances; 

• changing customer needs; 

• shortening product life cycles; 

• increased world competition.  

“Innovation is not a single action but a total process of interrelated sub 

processes. It is not just the conception of a new idea, nor the invention of a 
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new device, nor the development of a new market. The process is all these 

things acting in an integrated fashion” (Trott, 1998, pg 11). 

2.2 Innovation systems 
A system is considered to be the relationship between components. This 

relationship forms a whole which is identifiable by its boundaries. When 

analysing the system these boundaries are what distinguish it from the 

environment. Specification is needed for the system analyst as the 

boundary between the system and the environment depend on the purpose 

of the analysis (Edquist, 2001, pg. 4). 

Edquist et al. (2002, pg. 6) list a number of titles for the New Economy, 

depending on central driving forces, characteristics and behaviour patterns. 

Those who wish to focus on information and communications technology 

as the driving force talk about the digital economy. Those who prefer the 

importance of knowledge talk about the knowledge-based economy. Ideas 

on innovation systems form a part of this approach to the New Economy. 

Scholars focusing on behavioural and organisational changes often speak of 

the network economy or the network society. With the ability to innovate 

as the driving force and as a method of managing the increasing 

uncertainties produced by a globalised economy. Four overall cornerstones 

of the network economy can be distinguished (Edquist et al., 2002, pg. 7); 

- “Network companies – development in the direction of more horizontal 

and network influenced organisations as a response to more 

heterogeneous demand and as a method of gaining a competitive edge 

based on breadth of operations and intellectual property values.  

- Competition and cooperation between economic actors, i.e. towards 

relationships based on a mixture of competition and cooperation as 

expressed in alliances and other types of cooperative constellations in 

order to achieve flexibility and risk sharing.  

- Proximity, culturally and geographically – enables the occurrence of 

“density” and connected externalities but is also a precondition of 

learning and innovation.  
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- System perspective – towards creating a balance between the new 

economic logic on the one hand and institutions, infrastructure and 

incentives on the other”.  

Figure 1 below shows the OECD definition of an innovation system as “A 

network of public and private institutions within which production, 

dissemination and utilisation of new knowledge and technology occurs” 

(OECD 1999, Edquist 2002, pg.5).  

The definition highlights key words for the analysis of innovation systems 

as networks, relationships, interaction and exchange and learning. Figure 1 

shows how the interaction between the firm, the support institutions, 

science system and other research bodies form clusters of industries, 

regional-, national- and global innovation systems. The systems interact 

with the national education and training system, communication 

infrastructure and macroeconomic and regulatory context along with the 

product market conditions and factor market conditions to define the 

national innovation capacity that is crucial for the country’s performance 

measured by growth, number of jobs and national competitiveness. 

 
Figure 1: Actors and linkages in the innovation system 
Source: OECD, Managing National Innovation Systems, 1999, pg 23 
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The innermost box of figure 1 is comparable with the Triple Helix. “The 

Triple Helix model implies that the paradigm of research in innovation 

studies has incorporated a network mode. Innovation is seen as the result 

of a local interaction between the university, industry and government” 

(Nilsson, 2006, pg. 23-24).  

If an Innovation system exists in an area it must meet the three criteria of 

coherence, unified function and boundaries.  Edquist (2004) elaborates; 

“Coherence - an innovation system will exist when the array of 

organisations and their relationships in a region or nation form a coherent 

whole, which has properties different from the properties of the 

constituents. In other words, we would expect to identify feedback systems 

or loops, common developmental trajectories and complementary 

competencies between agents.  

Unified function - an innovation system has a function, i.e. it has 

identifiable objectives or aims to which all elements of the system 

contribute. This might be evident in social partnerships (either formal or 

informal), agreed objectives and vision.  

Bounded - it must be possible to discriminate between the system and the 

rest of the world; i.e. it must be possible to identify the boundaries of the 

system. This could be geographic but may also be sectoral or 

technologically based.” 

This means that if an innovation system is not solely geographically bounded as in 

terms of a region or a nation it opens the possibility of the innovation system to 

function for specific sectors, namely sectoral innovation systems.  

Edquist (2001, pg. 2) elaborates that innovation systems can be defined as 

national, sectoral or regional innovation systems.  Christopher Freeman 

used the term national innovations systems first in 1987 in his analysis of 

economic development in Japan since the Second World War. He included 

in the term network of institutions in both the public and private sector 

whose “interactions initiate, import, modify and diffuse new technologies” 

(Nilsson, 2006, pg. 14).  Metcalfe, (1997, pg. 461-462) describes the 

national innovation system as “that set of distinct institutions which jointly 

and individually contribute to the development and diffusion of new 

technologies and which provides the framework within which governments 
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form and implement policies to influence the innovation process. As such it 

is a system of interconnected institutions to create, store and transfer the 

knowledge, skills and artefacts which define new technology”. A national 

innovation system may therefore be described as a subsystem of the 

national economy, as set of organisations and institutions which play an 

important role in the innovative activity in a country. According to Edquist 

(2001, pg. 2) the emphasis was originally on national systems but now 

sectoral and regional approaches have emerged and are used in addition to 

the national one. The sectoral innovation systems focus on technology 

fields or product areas. The geographical boundaries of regional innovation 

systems are regions within countries or include parts of different countries. 

He further points out that these approaches can be argued to complement 

each other rather than exclude each other.
 

2.3 Roles within the system 
The functionality of different types of actors can be seen as an indicator of 

performance in an innovation system (Edquist 2001, pg 9-10). These roles 

can be: 

1. To create new knowledge or new ideas 

2. To enhance the search and diffusion of knowledge and ideas 

3. To create human capital 

4. To supply capital  

5. To test and implement new products or services 

6. To ensure synergy with other economic activities 

7. To control competition 

8. To facilitate the formation of markets 

9. To create new organisations 

10. To create and legitimise new institutions 

11. To legitimate and promote the system vis-á-vis the environment 

12. To wipe out obsolete organisations and institutions 

These indicators are adapted from Edquist’s paper on the systems of 

innovation approach and Innovation Policy (2001, pg 9-10). There the 

functionality and tasks of actors in the technological industry is detailed in 

a list of functions and activities that make the determinants of innovation in 
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a system. The adaptation of these lists of functions and activities to systems 

in tourism shows the innovative aspect of those systems. 

The act of introducing something new is the innovation that expands or 

adds to the operations of a system. This can happen with the utilizing of 

resources in a new way or the creation of a new idea or a method that 

creates more value in the system. If the innovation introduced has enough 

significant economic impact on the system and its actors there is a 

possibility of a change in the core operations or the birth of a completely 

new innovation system. Common key elements are discernable that are 

defined by the boundaries of the innovation system. These would include 

the background of the system and its actors, the attractions, driving forces 

and impediments. Factors that define the boundaries can be discerned in the 

various environments of a system usually in the form of some kind of a 

framework or guidelines.   
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3.0 Methodology 

3.1 Research method 
In this thesis two research methods were used in order to analyse the cases. 

The first is quantitative built on surveying statistics and gathering relevant 

data which will be presented below. The second is qualitative and used to 

document the cases under study through semi-structured interviews. 

Qualitative research focuses not on statistical data or analysis but on the 

objective view and experiences of respondents or interviewees. The results 

from this research method is then collected and interpreted by an analyst 

that uses certain parameters to gain information on a specific problem 

(Weaver 2002, p. 388).   

3.2 The case studies 
The innovative aspect of the two case studies to be analysed here is 

gathered through semi structured interviews with a range of actors from 

both cases. A structure was created with the main categories of interest. 

The aim is to gain insight into the relationship and interrelations within the 

system and what constitutes its boundaries. When working with two 

separate case studies each innovation system case is unique with its own 

frame of references of background, cultural heritage and history. Therefore 

a systematic approach is needed to compare the information gathered. The 

data collected was broken down into separate categories that would shed 

light on the similarities and/or differences. The categories used were: 

 Background 

 Attraction 

 System  

 Driving forces 

 Analysis 

 Policy implications 

A special emphasis is on the framework of the core system using C-PEST 

analysis (Competitive, Political, Economic, Socio-cultural and Technical) 

which highlights the nature of the operating environments in the innovation 
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system. This can allow for a detailed opportunities and threat analysis of 

the system, the relationships of actors and the working environment of the 

companies (Tribe 2004, pg 162). 

• Actors 

• Regulatory environment 

• Political environment 

• Economic environment 

• Socio-cultural environment 

• Technical environment 

3.3 Prerequisites for the case 
The prerequisite for the cases chosen was that they would likely 

demonstrate the determinants and driving forces in an innovation system 

that had shown some kind of success and had been in business for at least 

five years. These innovation systems had to have multiple actors or 

participants from various categories of the system approached. A certain 

degree of dynamics was required from the companies involved as the 

ability to adapt and grow would exhibit the range or scope of the 

innovation system. 

3.3.1 The structuring of the interviews  

An interview guide was made for both cases making sure that the core 

issues were addressed (see appendix 1). The objective of this guide was to 

make sure to collect responses to the same questions from actors from 

different categories of the system, allowing for new themes to emerge 

during the interviews. The original themes that the questionnaire was built 

on were the following categories. 

• The background of the interview person 

• The organisation 

• Stories of hardship over the past years 

• The relations of importance for the case being studied 

• The future visions of the organisations 

• Rules and regulations 

• Acquisition of knowledge 

System 
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3.3.2  The interviews 

Interviews are a form of interactive communication that is a highly flexible 

form of social research and a means to extract different kind of information 

from the interviewee (Seale 2004, p. 180). Though the data gathered might 

be unpredictable the guide is meant to direct the conversations. 

The lengths of the interviews were about two hours and were conducted at 

the interviewees’ work place or home. The interviews for both cases were 

part of a Nordic innovation project commissioned by Nice (See appendix 

2). The first set of interviews was in Húsavík on the seventh of March 

2007. The interviewers were Dr. Ögmundur Knútsson from the University 

of Akureyri, Dr. Edward H. Huijbens director of Icelandic Tourism Centre, 

Margrét Víkingsdóttir from the Icelandic Tourism Centre and the author. 

Three interviews were conducted (see appendix 3). The second set of 

interviews was in Skagafjörður on the third and fourth of May 2007. The 

interviewers were Dr. Edward H. Huijbens and the author. Three interviews 

were conducted (See appendix 3). Additionally three interviews conducted 

earlier by Elín Aradóttir were used (See appendix 3).  
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4.0 Case studies 

4.1 Norðursigling 

4.1.1 Background 

Húsavík is a community of almost 2500 people in N. Iceland. Their main 

industry is fishing but the industry has suffered in the wake of national 

industry restructuring since 1990. After the collapse of the local co-op and 

restructuring of the fishing industry in Iceland, Húsavík’s employment base 

was eroded. Many attempts have been made to resurrect the local economy 

but one of the most successful to date is tourism, spear-headed by the whale 

watching company Norðursigling and growth in local museums.  

The original concept of Norðursigling was the need to preserve cultural 

heritage. The boats the founders of Norðursigling, Hörður, Heimir and Árni 

took special interest in were oak ships of varying tonnage built in Iceland, 

Norway and Sweden in the 40s, 50s and 60s. In 1994 they went looking for 

an old oak boat to buy and restore. In the nearby town they found what they 

were after, but met with opposition from the government as the boat was 

scheduled for dismantling. Although in the beginning the main goal was 

preservation of a cultural heritage, a sustainable financial basis was needed 

in order to keep the operation afloat. Their initial thoughts for using the 

boat entailed sightseeing tours with whale watching, bird watching or even 

sea angling, as customers required. In 1995 they had renovated and made 

this boat ready for sailing. Today Norðursigling owns four oak boats that 

have been renovated and are used for whale and nature watching. 

The main catalyst of the development of the company towards whale 

watching solely was the effort of Ásbjörn Björgvinsson, who with Clive 

Stacy of “Discover the world” held a seminar in Keflavík, about the 

sustainability of whale watching as a tourist attraction. This seminar was 

funded by the Whale and Dolphin Conservation Society (WDCS). The 

founders of Norðursigling took this seminar in the spring of 1995 and 

subsequently decided the following summer to offer sightseeing tours with 

whale watching as the main attraction. Prior to this only Clive Stacy had 
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been coming to Iceland with small groups of people to see whales in their 

natural habitat. He had experience from arranging similar tours to America 

for over fifty thousand people a year from the UK.  

In the original grounds where Clive Stacey went to see whales around the 

SE of Iceland, fewer and fewer whales were being seen. Ásbjörn, who had 

been guiding whale watching tours for Clive, thus decided to take a group 

north to Húsavík to see if more whales were to be spotted there. Knowing 

those who attended the seminar, in Húsavík Ásbjörn got to know the rest of 

the people from Norðursigling along with the local hotel manager who had 

been trying to get local fishermen to take tourist out on their boats to see 

the local wildlife (Björgvinsson, interview, March 7th 2007). With Ásbjörn 

starting to bring groups and the seminar taking place things fell into place 

with whale watching, which ever since has been the backbone of 

Norðursigling. Ásbjörn later moved permanently to Húsavík and founded 

the Whale Museum in 1997 with the local municipality and Norðursigling 

amongst others. Along with co-operating with Ásbjörn and Clive Stacey, 

Norðursigling went into partnership with an Icelandic travel agency, in 

total ferrying 1.500 passengers their first summer of 1995. In the summer 

of 1996 5.600 passengers took tours and the numbers have been rising 

steadily since then. In the year 2006, over 10 years later the amount of 

passengers was 29.000  

 
Figure 2: The number of tourists going whale watching in Húsavík and Iceland 
Source:  Björgvinsson, 2007.  
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In figure 2 above the overall increase of tourists doing whale watching in 

Iceland since 1995 is shown with reference to the number of people doing 

whale watching from Húsavík. The numbers cited above are for 

Norðursigling only and as can be seen from figure 4 does not represent the 

total number of passengers doing whale watching in Húsavík. With their 

rapid initial growth Norðursigling needed to accommodate their passengers 

ashore. As a result from the restructuring of the fishing industry, Húsavík 

had many vacant lots and buildings on the quayside. In cooperation with 

the town’s authorities Norðursigling had a floating peer built and acquired 

the land next to it to build facilities and a reception. Additionally they built 

a restaurant, but leased the operation so they could focus on their main 

objectives. In these buildings their aim is to create a warm greeting place 

for the tourist, drawing on history in terms of architecture and embedding 

the operations of the still active harbour environment. The restaurant was 

built from wood and themed with relics from the oak boats, later a similar 

coffee shop has been added which is a restored building from 1924, aiming 

to create the atmosphere of days gone by.  

4.1.2 Attractions 

The attractions of the system that Norðursigling is in are many with whale 

watching being the largest attraction in Húsavík with the Whale Museum 

following closely.  Norðursigling offers whale watching in old oak boats 

that present the cultural heritage of the coast culture of Húsavík. The Whale 

museum offers an insight into the marine wildlife and their eco-system with 

exhibitions focusing on whales and their natural history, portraying large 

skeletons of whales and other information about the various whale species. 

The whale museum also serves another role that serves to provide better 

information about the habits of whales and their habitat.  With each of the 

whale watching companies a person from the museum is on board 

collecting data on various species of whales and where they are seen. Other 

sightseeing tours that are offered are nature excursions, bird watching and 

seal watching.  Horseback riding and sea angling are also amidst the 

diversions offered in Húsavík.  
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Norðursigling in co-operation with the Icelandic Maritime Administration, 

the local development office and the Icelandic Lighthouse Association have 

erected an information stand at the entrance of their operations.  This 

information stand highlights their efforts to promote the Icelandic coast 

culture. Offering information about lighthouses in the north and sightseeing 

tours along the coast where these lighthouses stand on islands and 

peninsulas promoting them mainly as architectural curiosities.  

Garðarshólmi, a cultural exhibition is Norðursigling most ambitious project 

to date. The exhibition will be housed in a new building in Húsavík to be 

named Garðarshólmi.  The exhibition will highlight the cultural 

relationship with Sweden and the history between the countries goes back 

the first settler Garðar who first set foot on Iceland. Garðarshólmi will 

portray the early settler years in the Northern part of Iceland in 870 AD and 

will also convey how the local region and landscape appeared with the help 

of virtual media where the tourist will walk into the virtual landscape and 

be able to interact with the media to better get the feel of that era 

(Sigurbjarnarson, interview, March 7th 2007).   

With Norðursigling building on the bond between Sweden and Húsavík the 

cultural attaché of Sweden in Iceland is situated in Húsavík. The King of 

Sweden and the president of Iceland support the Garðarshólmi project and 

the director of the Nordic House in Reykjavík has commissioned the people 

at Norðursigling to manage the town’s Swedish cultural festival held every 

year in the summer time in Húsavík. 

4.1.3 The system 

The whale tourism development is mostly in the hands of local actors, but 

strongly influenced by the regulatory framework, competitive, political, 

economic, socio-cultural and technical environment that will be addressed 

later in the chapter.   

  Actors 

• Hörður Sigurbjarnarson and his family who own Norðursigling  

• Ásbjörn Björgvinsson museum manager of the Whale Museum  

• Clive Stacy manager of “Discover the world” one of UK’s leading 

specialist tour operators  
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• Old Baukur and little Baukur, restaurants  

• Börkur Emilsson and Björn Hólmgeirsson who ran the restaurant 

Baukurinn and Salkan and were competitors in the whale watching 

business 

• The local Hotel manager at Fosshotel who induced Ásbjörn to stay 

in Húsavík 

• The Icelandic government regarding the resumption of whaling,  

• The municipality of Húsavík 

• The Regional Development Agency (At-thing) 

• The Icelandic Maritime Administration which both oversees the 

ship certification and vessel certification but also cooperates with 

Norðursigling on the lighthouse project 

• The WDCS who have funded the Whale Museum and the whale 

watching research efforts 

• Ingvi Ragnar Kristjánsson an entrepreneur who runs a project in 

Mývatn called Snow Magic 

• Arnar Sigurðsson a local entrepreneur, offering irregular sightseeing 

tours in 1994 and 1995. 

• Gentle Giants run by Stefán Guðmundsson, today´s competitor in 

the whale watching business. 

• Kristrún Anna Konráðsdóttir, a P.R. agent hired to publicize whale 

watching in co-operated effort by Norðursigling and the Whale 

Museum.  

• Kaldbaks-Kot owned and run by Sigurjón Benediktsson and Snædís 

Gunnlaugsdóttir. 

• Various travel agencies, who assists local companies in analyzing 

and finding new markets and opportunities and acts as a link 

between supporting governmental institutions and local companies 

The relations between the actors can be seen in the below table. Thereafter 

an analysis is made of different relational frameworks that encompass this 

table.   
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Table 1: Organization chart –flow chart of innovation system  

 

  The regulatory framework  
The Icelandic Maritime Administration inspects the safety standards of the 

boats and regulates that certain safety measures are in place. They oversee 

the certification of boats of Norðursigling and issue a licence of seaworthy 
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The Icelandic Tourist board issues three types of permits for companies in 

the tourist industry to operate.  

• Permit to run a travel agency 

• Permit to operate as a travel organizer 

• Registration of a booking service and/or information centre. 

These three licences are different with respect to the scope of travel 

organization, time length of the tour and nights stayed by guests. 

Norðursigling has the permit to operate as a travel organizer but they need 

to upgrade the permit to run a travel agency with the development of 

sailing tours that include a pre determined combination of transportation, 

lodging and other services rendered to the tourist that on the whole exceed 

24 hours. 
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The local municipality oversees development of the harbour and land 

around it, assigning plots on the quay to companies in the fishing and 

tourist industry. The local municipality has been supportive and taken 

action to further enhance the image of the town through tourism. They fund 

in part The Regional Development Agency (At-thing) which role is to 

support and enhance the local industries in the region in both a formal and 

informal way so that the living conditions and social development is 

positive for the region.  

Norðursigling has wrestled with the government when it comes to the laws 

of obsolescence of old boats.  These laws were changed to the extent that 

these boats could not be used in the fishing industry but instead in an 

educational way or as tourist attraction without any fishing permit.  

Competitive environment 
Before Norðursigling started their operations Arnar Sigurðsson had been 

operating sightseeing tours around the bay in 1994 and 1995. The 

attractions Arnar offered involved mostly bird watching for the guests of 

the hotel in Húsavík in a small boat with no fixed departure times. With the 

operations of Norðursigling fierce competition was sparked, creating 

difficulties in any cooperation in combining efforts of building tourism. In 

1996 Arnar buys a big steel ship named Moby Dick and starts to offer 

whale watching tours in direct competition. This competition ends when 

Norðursigling buys him out in the year 2000. Today Arnar Sigurðsson is a 

Captain for Gentle Giants, Norðursiglings competitors. 

Börkur Emilsson ran the restaurant in the local hotel but as Norðursigling 

built their restaurant Old Baukur he quit and leased it from them. He ran it 

for two years and then moved on in the year 2000 to buy and restore a 

historical building in town, the old co-op house and start his own restaurant 

named Salkan. That restaurant would compete with Old Baukur, 

Norðursigling’s restaurant. After running Salkan for two years he bought 

with others an old oak boat named Faldurinn that had been a fishing and 

whale hunting boat. Mimicking Norðursigling’s concept and expanding 

their business portfolio to include whale watching. This proved too difficult 

to manage and in the year 2004 he sold the Whale watching business and 
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the boat Faldurinn to Stefán Guðmundsson who is Norðursigling’s 

competitor today, operating the company Gentle Giants.  

In the years 2000-2002 Norðursigling was the only company offering 

scheduled tours for whale watching as can be seen from the figure below. 

Their dominant position made the market entrance level higher for future 

competitors. 

 
Figure 3: The ratio of Norðursigling’s market in Húsavík in terms of passenger 
numbers  
Source:  Björgvinsson, 2007 and Sigurbjarnarson, 2007. 
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strategy and market leadership. Norðursigling is always on guard when it 

comes to competition. This creates a tense competitive atmosphere where 

creative and innovative ideas emerge as an answer to the adversary’s future 

move and add to the diversification of the competition in the whale 

watching business.   

The Whale Museum, though independently co-existing with Norðursigling, 

co-operates with them and other whale watching companies. A person from 

the Whale museum is usually on the boats of either Norðursigling or Gentle 

Giants gathering data about the whales, their habits and whereabouts. The 

Museum offers guests a glimpse into the natural habitat of the whales and 

their eco system. Often it is not possible for the tourist to both visit the 

Whale museum and go whale watching because of the time it takes whale 

watching and in this way they compete. But as nothing beats the real thing 

if the weather is not good for whale watching the tourist will not go home 

dissatisfied as the Whale Museum offers a great substitute attraction.  

Political environment 
The Icelandic government is realizing the importance of the tourist 

industry. As seen in the manifesto of the two political parties that the newly 

elected government consists of, the Independence party and the Social 

Democrats, the emphasis is on the growth of tourism, innovation and 

support systems for the companies in the tourist industry. 

The administrative body of the government in terms of tourism is the 

Icelandic Tourist Board. They do not have the power to map out a cohesive 

strategy for the tourist industry in Iceland. Instead they serve a key role in 

coordinating a combined promotion of Iceland on the whole. The way that 

the government uses mostly in terms of channelling funds to regional 

development is through regional development agencies. In Húsavík, and 

the neighbouring areas At-thing is a regional development agency operated 

as a limited corporation owned jointly by 7 municipalities in the region 

Thingeyjarsýsla, the Institute of Regional Development, labour 

organizations and companies in the region. At-thing’s main role is to 

advertise the area as a viable option for investment and living. Their role is 

also to advice in matters that regard the starting of company or the running 
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of businesses. Furthermore they assist companies in the search of 

information, marketing and promotion, product development and 

innovation. Norðursigling has sought their advice both formally with the 

project Garðarshólmi and informally with advice on projects, labour issues 

and in connections to other companies in the tourist industry and on 

expansion ideas.  

The municipality of Húsavík plays a big role in the political landscape of 

Norðursigling.  Every change on the harbour and its surrounding has to be 

approved by the municipality as they own the land and distribute plots on 

the quay to companies that want to build on it. Strict clauses are to be 

followed when applications are approved giving the applicant a certain 

timeframe or other restrictions that need to be followed. Norðursigling has 

needed changes and additions to their operations on the harbour for the 

company to expand in proportion with the growth of whale watching 

tourism.  A good deal of time has been spent on application processes for 

plots on the quay for building, a new floating peer, changes and 

renovations. They have had to compete for the lot between their tourist 

greeting point and their competitors. Norðursigling’s greeting point is to 

the right of the outlined plot in figure 4 below and Gentle Giants greeting 

point is to the left. Norðursigling’s operation centre is in the Old Baukur 

below the outlined lot on the harbour. 

 

 
Figure 4: The facilities on the quayside with the lot Norðursigling competed for.  
Source: Aerial photograph by Norðursigling  
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Economic environment 
With their reliance on the notion of coastal culture and their original 

approach of salvaging cultural heritage Norðursigling managed to secure 

funds from the fishing industry, enough for them to start their business and 

restore their first oak boat. Also they got support from the Icelandic 

Innovation Fund, some 500.000 ISK, but that weighted little in the grand 

scheme of things. Most of their capital for operating and running the whole 

business throughout the company’s history has been from the banking 

system in the form of loans or mortgage’s. In broader terms the whole 

development of Norðursigling needs to be seen in light of the national 

economy.  

All through the 20th Century Iceland has relied on fish and the fishing 

industry for most of its national revenue. In the eighties and nineties there 

was an extensive restructuring of the Icelandic fishing industry with the 

implementation of a new fishing system where a fishing company was 

assigned a specified quota of fish to be caught. In the early nineties this 

quota became individually transferable resulting in the concentration of 

fishing companies and fish processing plants leaving some smaller rural 

towns with little or no fishing quota. The people in these towns suddenly 

faced unemployment with the closing down of local fishing companies, 

their relocation or bankruptcy. With lack of employment and people unable 

to sustain themselves they left these towns and moral sunk very low. This 

scenario applied to Húsavík, amongst numerous other small towns and 

villages.   

All over the country tourism has been promoted as a way out, juxtaposed 

with the option of heavy industry. In Húsavík tourism did provide an 

opportunity to resurrect the economy. Through the first sight-seeing 

operations on the bay, albeit small in extent in the beginning, Norðursigling 

quickly became aware of the fact that this could be a sustainable business. 

Norðursigling originating as a sight-seeing experiment succeeded and 

tourist traffic increased building a great need for accommodation facilities 

and spin-offs which required more of the local townspeople to participate.  

Tourism became an industry for the whole town co-existing with the 

restructured fishing industry. This has eliminated the unemployment 
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situation and created opportunities for the local innovators and 

entrepreneurs. Reports from the regional development agency on statistics 

of job related matters and unemployment in Húsavík from 1990 to 2001, 

show a decrease in the number of jobs in the fishing industry from 261 to 

217 at the same time other industries provide for more employment from 

86 jobs in 1990 to 142,5 in 2001 (Finnsson, interview, March 7th 2007).  

The economy of whale watching also needs to be put in the perspective of 

whaling, recently resumed for commercial purposes in Iceland. In the past, 

extreme action taken by environmental groups or individuals, have resulted 

in solidifying Icelanders consensus towards whaling as an icon of 

independence regardless of pro’s and con’s. The growth of whale watching 

as tourism has been phenomenal as evident from figure 1 above. At this 

moment the economic turnover from the whale watching business is about 

24.2 million $ rivaling the turnover from the whaling business at his peak 

in the eighties. The number of new jobs, business spin-offs and social 

benefits seem to far outweigh the social and economic impact whaling had 

and will have in the future (Oddson, 2004). Whales are a big part of 

Iceland’s image in the global eyes of tourism and the resumption of 

whaling in 2006 is a threat to the future economic success and stability of 

Norðursigling. What whaling can do on the other hand is harm the whale 

watching industry and tourism in general, as much of Iceland’s tourism is 

nature based (Sigursteinsdóttir, 2003).  

  Socio-cultural environment 
One of the biggest impacts whale watching has had on Húsavík is the 

positive development of people’s morale. This is apparent in the case of 

Norðursigling where the social atmosphere of the town was in ruin in the 

nineties after the economic collapse of the town’s main industries and the 

population quickly decreasing.  Today the setting in Húsavík is a very 

different one. The town thrives on the tourist industry with aspects of it 

touching every resident in some way. The tourist industry is a new way of 

life, supplying jobs for locals and increasing the population. Added value 

from the whale watching is the social value for the town that can be found  
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in the development of the population in terms of: 

• Aesthetic 

• Spiritual/psychological 

• Political 

• Education 

• Scientific 

• Recreation 

• Financial 

• Cultural 

• Heritage 

• Social 

• Environmental amenity values 

• Ecological services value 

The above is adapted from of (Duffus & Dearden, 1993). When comparing 

snapshots of the town of Húsavík from fifteen years ago and today, changes 

iterated in the list are very apparent. The outlook of the town is quite 

different today as the municipalities and the town’s people take pride in the 

town looking it’s best for the number of tourist coming to Húsavík for 

whale watching. When the fishing industry was the backbone of the town 

the aesthetic element of the town was not as important as it is today for the 

tourism.  

The key cultural element in the running of Norðursigling is the idea of 

coast culture. The concept is Scandinavian (kyst kultur) and refers to the 

culture of small fishing towns and the way of life there, holding it in high 

respect. Norðursigling drew on that cultural heritage, which is being made 

known and popularised in Iceland to date, not least with the help of 

Norðursigling (Árnadóttir and Malkenes, 2004). 

Technical environment 
As elsewhere in the Western world there are high standards of safety for 

seaworthy boats set by the Icelandic Maritime Administration. All 

equipment onboard must be inspected regularly and certified for the 

operations of Norðursigling to continue.   
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Norðursigling has invested in technical equipment they need to be able to 

produce their own promotion material, bookings, website and strategy 

making and maintenance. This involves computers, accounting and 

booking software, professional printers, other office equipment and 

professional cameras. Building a databank of photographs, information 

about the whales and the tourist traffic by members of the family of 

Norðursigling they more closely keep control on their marketing and 

strategy planning.  The internet is a powerful form of promotion and their 

website http://www.nordursigling.is is maintained by Norðursigling 

themselves so the information and pictures are always up to date for 

prospective customers. Their efforts in being technically self–sufficient, in 

putting emphasis on quality promotional material and mostly distributing it 

themselves has been a big part of their success. This has proved cost 

effective and made the relationship with the travel agencies easier with the 

promotional material already existing when they go into co-operation 

(North Sailing, 2007).   

4.1.4 Impediments 

The biggest obstacle Norðursigling has faced and still faces is the Icelandic 

government resumption of whaling, originally in 2003 for scientific 

purposes and then in 2006 full blown commercial whaling. With whale 

watching as its biggest attraction and the company’s financial backbone 

naturally they fear that whaling will corrupt their image. Arguably the 

rational for the whaling is that the meat is valuable and to be exported to 

Japan, as well as whaling being only a natural part of sustainable utilisation 

of marine resources and the whale catching necessary to hamper the 

depleting cod stocks caused by the abundance of whales.  Countering, 

Norðursigling along with the tourism lobby claims that value of whale 

watching in regards to tourism in Iceland can far outweigh the commercial 

value and implications of whaling in its waters. That the depleting cod 

stocks are a scapegoat for the overfishing of the fishing industry and an 

attempt to justify the resumption of whaling which will neither safe the 

Icelandic fish stocks and balance the marine eco-system (Björgvinsson, 

2007). 
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As an example of the effect already felt by the whale watching industry 

both Hörður and Ásbjörn claim that since 2003, with the resumption of 

whaling for scientific purposes that the behaviour of whales has changed. 

They more frequently avoid the whale watching boats and are more 

difficult to approach, due to the fact that those whales most curious and 

likely to approach have already been killed by whalers. One of the biggest 

environmental threat to whales and their natural habitat besides whaling is 

pollution. An external threat that some scientists say is far more critical 

than whaling in itself.  

Another key concept for Norðursigling is the preservation of old oak 

fishing boats. Its first obstacle was finding one and bringing it to its original 

state. Much of the knowledge and craftsmanship was being lost and they 

did extensive search of craftsmen that were able to restore their boats. 

Some key elements of that knowledge were sought from Norway. In the 

process of restoration they hit another brick wall.  When it comes to such 

old ships Iceland has laws regarding the obsolescence of old fishing ships, 

put in place to keep safety standards. A political battle they fought and won 

to the extent that legislation was changed so that seaworthy oak boats 

would not be destroyed, but neither could they get quota. 

In the beginning Norðursigling had difficulty in both greeting the traveller 

and getting them on board in the first years. They had to lobby for a 

floating peer, the use of facilities and getting licence to build on the 

adjoining lot to the quayside. Their competitor filed for the same lot and 

they had to lobby hard for it, succeeding in the end. Another opposition 

were the objections from the local fishermen that the harbour was meant for 

the fishing industry only, not flocks of tourists prancing around their 

workplace. Today the local authorities are redesigning the harbour to 

accommodate both the local fishermen and its tourism.  

The growth has been quick and at times difficult. At first they didn’t meet 

much leeway from the banking system where at times they encountered an 

attitude in which they were growing too fast and in not so stable 

environment as perceived by the banks threatening to foreclose on loans.  

Competition has been stiff and through these thirteen years in business 

three competitors have emerged where last one is mimicking their concept 
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to the extent that tourists did not distinguish between their company and its 

competitor. The first of these competitors was bought out, the second sold 

out to the current competitor, but the problem there is the challenge posed 

to them through the mimicry. Norðursigling can take no action legally as 

the board of competition has little influence or power so it did not justify 

the efforts of reporting or suing the competitor. What Norðursigling have 

done is to take a more aggressive stance and work even harder on 

improving the company’s image, services and marketing.  

Keeping the business up and running smoothly through the high season 

takes a great deal of a workforce.  As this is a seasonal business with the 

high point from around the twentieth of April to September they meet an 

obstacle in both hiring people and keeping them over the year. One aspect 

of the matter is that there is little unemployment in the town and they feel a 

difference in the mentality of employees when it comes to the employee’s 

origin whether they are from the city or from the rural areas. They find that 

people with the city mentality have a difficult time adjusting to the rural 

thinking and are not as long in their employment. 

4.1.5 Driving forces 

The driving forces in the start of Norðursigling were economical, growth in 

tourism, culture preservation and a global interest in whales.  

The economical status in Húsavík at that time was bleak with the 

restructuring in the Icelandic fishing industry causing the fishing 

company’s in town to reduce their operations leaving vacant buildings and 

a high percentage of unemployment. With the atmosphere stagnant and 

high uncertainty in employment the town was in dire need for innovators 

such as Norðursigling. 

The growth in tourism in Iceland in the nineties created opportunities that 

innovators and entrepreneurs could utilize. Foreign trade agencies and 

environmental groups were showing interest in Iceland and its nature as a 

new market. Following the much debated whaling issue and the possible 

extinction of whales the interest in whale watching was high.  

Restoring the old oak boats that were being discontinued in the Icelandic 

fishing industry to their former glory was the core drive that the cultural 
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preservation entailed and finding ways to sustain their continued life in the 

future. Norðursigling motivations are the key concepts they build on; the 

preservation of a cultural heritage, Coast Culture and Whale watching. 

Enveloping those concepts is the goal to enrich the local harbour life and 

within it a harmony between the tourism and the fishing industry. The 

adoption of the Coast culture gave Norðursigling ample opportunities to 

capitalize on and to create a strategy to follow, as the concept is very broad 

consisting of many elements, tying together history, nature and the ecology 

of the Húsavík coast. By defining themselves as a tourist company with 

whale watching as their backbone they could add elements and spin-offs to 

coastal culture. 

Since the start of Norðursigling and their growth other local attractions 

have grown in stature. The neighbouring places like Mývatn, Ásbyrgi and 

Akureyri. Between certain Innovators as Ingvi Ragnar with the concept 

“Snow Magic” in Mývatn there has been cooperation between these tourist 

attractions. The Whale watching is mainly in the summertime in Húsavík 

and the snow magic is mainly in the winter.  These actors refer to each 

other with the goal of presenting the widest range of attraction for the 

tourists and in an effort to build a larger concept of cooperation.  

The need for accommodation and restaurants has been met in the evolution 

of Norðursigling. Today there are four restaurants in town and a large hotel 

and a few guesthouses. A large cluster of summerhouses is being developed 

just as you enter the town. With the number of tourists growing to almost 

40 thousand in the year 2006 there are opportunities in the accommodation 

sector and in other service branches.   

4.2 Bakkaflöt 

4.2.1 Background 

Sigurður and Klara owners of Bakkaflöt come from a long line of farmers 

native to the region of Skagafjörður. To them ‘following in their father’s 

footsteps’ comes natural and living there is a matter of maintaining the 

families lineage. Before moving into tourism Sigurður was a mechanic 

operating a business with two trucks, a digger and a bulldozer on top of 
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managing his farm. In the eighties the future was bleak for farmers and in 

the fall of 1986 Sigurður and Klara sold their farm and all the machines 

both from the farm and business to build Bakkaflöt. Having inherited a plot 

of land nearby their farm from their family they wanted to try something 

new and different. Their first operation was to build a house for a small 

shop and a diner. In 1988 they started offering board and lodging 

subsequently adding few rooms a year to the establishment and building 

two cottages detached from the main building for larger groups. They have 

always aimed at complementing their services with activities for their 

customers and have a desire to create attractions that will attract more 

people. Initially they complemented their services with four wheel drive 

ATV rentals, then salmon fishing and finally white water rafting. 

In 1993 Bakkaflöt started to offer white water rafting on both the west river 

and the east in co-operation with Björn Gíslason.  Björn supplied the boats 

and guides whilst Bakkaflöt supplied board and lodging and the 

transportation of groups. Bakkaflöt and Björn were in co-operation until the 

year 2000 when Björn passed away. His widow sold their company and 

their operation on the Hvítá River in the South. Bakkaflöt could not rent 

those boats anymore and had to buy their own boats and now took over the 

whole operation. Thus in 2002 they bought two boats but quickly added 

two more. Today Bakkaflöt has nine boats that can take around 80 people 

on trips down the rivers. Throughout this time the white water rafting has 

been getting more and more popular the lodgings have expanded to include 

twenty rooms and two cottages.  

Bakkaflöt has made two roads to be better able to drive the people to and 

from the rivers instead of the people having to walk or climb down into 

gorges and steep riversides. There is one guide for each boat on trips down 

the Western river, but two on the Eastern river, additionally two or three 

drivers are needed for transporting people all in all numbering a total of 

fifteen staff when fully booked. Bakkaflöt has four guides that reside fully 

on the premises. For weekends they get guides from the southern part of 

Iceland as then is the peak of the week. The trips vary in length with the 

Western river the trip taking 2-3 hours, but the Eastern river being about 40 

km and takes a group about seven hours to finish.  
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4.2.2 Attractions 

For a few months in the summertime in Iceland the glaciers and snow fields 

begin to thaw resulting in the swelling of the glacial rivers. The East and 

West glacial river in the region of Skagafjörður are among the best white 

water rivers in Iceland. In terms of difficulty the Western river is ranked 

class II, meaning that it can be done by most able-bodied people. The 

Eastern River is ranked class IV making it extremely challenging for even 

the expert rafter. The rivers are marketed with reference to their location in 

the ‘northern most part of the planet’ drawing rafters who not only seek 

new challenges, but also scenes. The rivers run for an extended length 

enclosed in canyons, which add to the scenic value of the experience. 

Bátafjör Bakkaflöt offers rafting trips on both these rivers from their 

greeting point at Bakkaflöt where they drive you to and from the rivers. 

After the trip the rafters return to a warm meal at Bakkaflöt and a chance to 

relax in the hot tubs at the end of the day. The services at Bakkaflöt thus 

not only include the rafting but also board and lodging, camping grounds, 

two cottages, fishing in the river Svartá and hiking and rambling in the 

nearby country-side.  

In addition to the services offered by Bakkaflöt itself, listed above, they co-

operate with other nearby entrepreneurs. At Lýtingsstaðir, an Icelandic 

horse farm, horse rentals are offered and riding tours. Scheduling both long 

and short tours they offer accommodations and the chance to participate in 

either sheep or horse roundup for example. There the attraction 

complementing Bakkaflöt’s activities is the Icelandic horse. Varmilækur is 

another horse breeding farm co-operating with Bakkaflöt. It is well known 

and offers riding shows called “Meet the Icelandic Horse” where the 

history of the Icelandic horse is told and their qualities pointed out. The 

riding shows allow the spectator to experience the daily life on a horse 

breeding farm. 

Generally Skagafjörður itself is known in Iceland mostly in reference to 

two islands on the bay Drangey and Málmey, both rich with birds and other 

wildlife and both tall and unscaleable. There are sailing tours to the islands 

themed around their beauty and majesty and depict tales from the old 

Icelandic Sagas telling of how Grettir Ásmundsson the famous Icelandic 
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hero fled to Drangey and lived there for three years in 1028-1031 AC with 

his brother. Also Skagafjörður is well known for its history. With history 

and cultural legacy archaeologists are always digging up and finding 

remnants of ancient Icelandic dwellings, handicraft and their graves or 

‘kuml’ as they are called in Icelandic. These testaments of the Icelandic 

history enrich the cultural landscape of Skagafjörður and add to its value as 

one of the cultural focal points in Iceland. Skagafjörður also used to be the 

seat of the bishop of the North of Iceland, but a school and bishopric were 

founded at Hólar in 1106, and the school is still there today known as the 

University of Hólar.   

The regions resources include natural geothermal hot springs, mountains 

and large valleys with beautiful landscape.  These resources and attractions 

that are in Skagafjörður create the perfect opportunity for health related 

resorts and activities.  This idea centres on Icelandic nature, its purity and 

purpose in the image of health and improved living has captivated them. 

The future dream of Sigurður and Klara have is to build a health resort or a 

cluster of health related activities or businesses where the natural resources 

are utilized new attractions are created.  These attractions would include 

mud baths, massages, hot springs, swimming pools, baths, nutrient experts, 

hikes and walks in the nature of Skagafjörður.  

4.2.3 The system   

Two companies offer white water rafting in the glacial rivers of 

Skagafjörður. Bátafjör Bakkaflöt is the focus of this case but their 

competitor Ævintýraferðir, owned by Activity tours also plays a prominent 

role as could be gleaned from the background. The nature of the operating 

environments of the system will be detailed later on in the chapter within 

the parameters of the regulatory, competitive, political, economic, socio-

cultural and technical environment. Other actors include: 

Actors 

• Sigurður and Klara, owners of  Bátafjör Bakkaflöt 

• Magnús Sigmundsson, owner of Activity tours, the competitor that 

runs Ævintýraferðir and Hestasport.  
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• The Municipality of Sauðárkrókur, funds support systems for the 

company in the tourist industry.   

• Áskell Heiðar, the manager of marketing and development in the 

field of tourism within the Northwest region.  

• Lýtingsstaðir, riding tours and riding holidays.  

• Varmilækur, horse breeding and horse riding shows.  

• Varmahlíð, tourist information centre, co-operated effort of the 

Tourist Association and Marketing and development office of 

Skagafjörður.  

• Svanhildur Pálsdóttir, manager of Hotel Varmahlíð and chairman of 

the tourist Association in the North West.  

• The Icelandic Tourist Board.  Issues the travel co-ordination 

certificate. 

• The Icelandic Maritime Administration which both oversees the 

ship certification and vessel certification. 

• Icelandic Directorate of Immigration, issue the residence permit for 

the guides that Bakkaflöt hires from abroad. 

• Hólar University, The academic environment, co-operate with 

companies in the tourist industry. 

• Ingibjörg Sigurðardóttir, teacher and specialist at the University of 

Hólar who made a handbook for the horse tourist industry and is 

making one for the tourist industry.  

• Regional Development Institute (Byggðarstofnun), a government 

organization that has the role of enhancing the settlement and 

economic life in the rural areas of Iceland. 

• Arctic Rafting, the successor to Björn’s company, offering rafting 

on the Hvítá River in the south.    

In the below operational flow chart the way in which these various actors 

connect is detailed. 
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Table 2: Organisational flow chart; White water rafting in Skagafjörður 

 

  The regulatory framework  
River rafting can be a dangerous sport. Every effort has to be made to 

insure safety. The Icelandic Maritime Administration oversees the 

inspection of the inflatable boats and gear used in the rafting. A written 

safety plan and a location map have to be in place in case of an accident. 

Sigurður created a GPS signal map that details the satellite location points 

exactly with a certain interval on the banks of the rivers for quicker access 

for the rescue teams and helicopters. The condition of the boats, dry suits 

and gear has to be in top shape for the Icelandic Maritime Administration 

to issue a permit to Bakkaflöt each year.   

The Icelandic Tourist board issues three types of permits for companies in 

the tourist industry to operate.  

• Permit to run a travel agency 

• Permit to operate as a travel organizer 

• Registration of a booking service and/or information centre. 

Regulation and attractions Actors, entrepreneurs and 
participants 
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These three licences are differentiated by scope of travel organization, time 

length of the tour and sleeping nights. Bakkaflöt has the permit to operate 

as a travel organizer as they organize tours that do not exceed 24 hours.  

Supplying trips on the glacial rivers requires them to be fully insured if 

anything happens.  The insurance company has to have the knowledge that 

both the Icelandic Maritime Administration and the Icelandic Tourist board 

have issued permits to be able to insure the operation and its customer.  

As Bakkaflöt offers travel services that include board and lodging they 

need several permits from the municipality to operate. They need a licence 

to operate a guest house, a permit to offer meals, a permit to serve alcohol 

and a health certificate that states their facilities are sanitary.  Permits are 

also required for the running of the camping grounds and cottages.  The 

trips on the glacial rivers require Bakkaflöt to operate specially built 

coaches to transport customers to and from the rivers.  These coaches carry 

the passengers, boats and the equipment needed for the rafting trips.  A 

yearly check-up on these coaches and a certificate of operation of the 

vehicles is required.   

For the rafting business to function Bakkaflöt needs expert guides as the 

East glacial river is a very difficult one, classed level IV. They have been 

hiring guides from around the world though mostly from Nepal. Importing 

the guides and utilizing their knowledge and experience is necessary to 

train Icelandic guides. But all matters of foreign labour must go through the 

Directorate of Immigration and the Directorate of Labour must approve the 

application from Bakkaflöt to employ foreign guides. The Directorate of 

Immigration issues a residence permit for them.  The application process 

can take a long time requiring the Nepalese guides to get a social security 

number and fulfil various other requirements. The Directorate of labour 

sees to it that the jobs are advertised for a period of time and approve of the 

application if the vacancy has not been fulfilled. The employer has to have 

room and board ready for the Nepalese guide in applications to both 

directorates as a steady address is required. 

The range of licences is quite extensive for their operations and many of 

them need to be renewed every year. This is time-consuming and difficult 



                                                                                                   Jón Gestur Helgason 

 37 

for the operators of Bakkaflöt. Below on figure 5 the folder holding all 

necessary licences is depicted. 

 
Figure 5. The licenses needed for Bakkaflöt 
Source: E. Huijbens 
 
Ingibjörg Sigurðardóttir, a teacher at the University with a background in 

the horse industry has created a handbook for the horse breeder to simplify 

the running of a company in that field. This handbook details the rules and 

regulations required in the industry and a guide to the support systems that 

are offered with their application systems. This part often eludes the 

companies because of lack of knowledge, education or that the information 

about them is not readily available. Ingibjörg has in the working a similar 

handbook for the company in the tourist industry which offers diversions 

on sea and water making it the perfect fit for Bakkaflöt (Sigurðardóttir, 

interview, May 3rd 2007).  

Competitive environment 
The competitive environment of Bakkaflöt consists mainly of the 

utilization of the primary attractions of the region.    

• White water rafting  

• Horseback riding, tours and shows. 

• Board and lodging 

Their main competitor is the company Activity tours that offer white water 

rafting tours with their sub-company Ævintýraferðir (Ævintýraferðir, 2007) 

and horseback riding tours with the sub-company Hestasport (Hestasport, 

2007). In a co-operated counter effort Bakkaflöt advertise a combined array 

of attractions with Lýtingsstaðir (Lýtingsstaðir, 2007), Varmilækur 
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(Varmilækur, 2007) and hotel Varmahlíð that include rafting, horseback 

riding tours and riding shows. 

The competition in white water rafting is quite fierce with no co-operation 

between the parties involved.  They have different greeting points for the 

tourists and different starting points on the rivers for their boats.  Bakkaflöt 

have paved roads to and from the rivers and built facilities by the river 

banks to better transport and accommodate customers who choose them for 

rafting tours.  The rivers are big enough to accommodate both competitors 

but no friendship governs the water they sail.    

One of the reasons Bakkaflöt seems to be more successful in the 

competition is the fact that the company is more multifunctional and they 

do most of the work themselves.  They own and maintain the coaches they 

use for transportation to and from the rivers. Ævintýraferðir has to lease or 

hire most of the transportation they use making it a very costly factor. 

Bakkaflöt is based mostly on a fixed number of staff of 6 to 8 persons that 

are available for more jobs within the company than just the rafting. When 

the high season peaks Bakkaflöt transports people from Reykjavík that 

have worked for them as guides in the past but do not earn a living doing so 

today. These peaks are mostly at the weekends and have a certain fun factor 

for the guys from Reykjavík that hold a nine to five job from Monday to 

Friday. Ævintýraferðir do not have as multifunctional business and need to 

hire more specialized employees not as easily utilized in other aspects of 

their business.  

White water river rafting is not a big enthusiastic sport in Iceland with the 

more difficult classed rivers attracting more foreign tourists than 

Icelanders. There are not many companies that offer rafting on Icelandic 

rives. One other large company operates in the south; Arctic Rafting which 

is the successor to Björn’s rafting company. Artic Rafting offers rafting and 

many other activities on the rivers Hvítá and Markarfljót. They should 

therefore be looked on as competitors.  This may ring true when competing 

for the market of Icelandic customers but the enthusiast who comes 

especially from abroad for extreme white water rafting, will probably go to 

both places.  
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The white water rafting in Skagafjörður is an oligopoly market where the 

duopolistic nature of it is obvious as the only two competitors in 

Skagafjörður are offering rafting trips on the same rivers with similar 

services and attractions.  Adding on to their services as to differentiate they 

try to surpass each other and gain ground in the market instead of 

competing pricewise.  Each move becoming counter able by the competitor 

and infuriating both parties (Hardwick, et al. 1994).  With no friendship or 

co-operation the rivalry amongst them is well known among the companies 

in the tourist industry and employees of the municipality making it difficult 

to present a unified front for the river rafting in the area when it comes to 

promotion and marketing.  

  Political environment  
The political environment of the Bakkaflöt system is quite similar to the 

system Norðursigling is in as detailed previously in the political 

environment chapter for Norðursigling on page 23. The political parties’ 

manifestos and the strategies that they include are important to the future of 

Bakkaflöt’s continued white water rafting attraction.  Today the connection 

to Bakkaflöt operations is lacking and Sigurður and Klara are exhausted 

with all the application processes and the lack of understanding when it 

comes to running a business in the tourist industry and the funding it 

requires. Research and education is in their own hands requiring them to a 

taxing process of importing expertise from abroad. Sigurður and Klara have 

good ideas for what could sustain them in the wintertime but lack the 

funding and connections to start the research and development process 

needed to start.  

The main issue Bakkaflöt faces is the building of Power plants and dams in 

the highlands. The construction of such buildings would slow the flow of 

the rivers down to the extent that white water river rafting would not be 

possible.  The Municipality have recently cancelled plans to harness the 

hydroelectric power of the glacial rivers on behalf of a bill put forth by the 

Left Green Party and the Independence Party.  

The municipality is trying to map out a cohesive strategy for the tourist 

companies in Skagafjörður and have appointed Áskell Heiðar manager of 
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marketing and development field of Skagafjörður. A new job intended to 

co-ordinate efforts in promoting the region and supporting the local 

companies in the tourist industry. Áskell Heiðar oversees all of these 

factors today organizing events and working closely with the delegate from 

the regional development agency of the Northwest to better support and 

market companies in the region.  The development agency’s part is more in 

the support of the business side of the companies in the tourist industry 

assisting in the making of business plans, the overall running of the 

companies and guiding them through funding processes etc.  

Marketing and strategic plans have been set in motion that presents the 

companies in the region under a service umbrella. Not favouring any 

individual companies in this promotion strategy, the emphasis is on the 

main attractions like white water rafting, horseback riding, cultural heritage 

and the history of the region. The marketing and development field of 

Skagafjörður works closely with the Tourist Association of North-western 

Iceland and have a service agreement with them that entails the publication 

of promotional material and marketing of the region.  

As white water rafting is considered to be an extreme sport, especially in 

the harder classed rivers where expert knowledge and experience is 

required, concerns have been shown that an accident could be damaging to 

the image of the region. This issue has been debated in the political circle 

of Skagafjörður where the power plant building has been weighted against 

the rafting tourism. This is not a loud concern but one to have in mind for 

the managers of the rafting business but creates attention for all parties 

involved to closely follow safety plans and be on the forefront of safety 

issues in the sport.  

  Economic environment 
Utilizing the capital from the sale of their farm and machines, Sigurður and 

Klara built Bakkaflöt on a plot of their family land. They received no 

support from the municipality in the beginning but when their concept of 

the board and lodging had grown and more rooms had been added they 

received funding from the Agricultural Productivity fund an agricultural 

fund that supports innovation and strengthening occupation in rural areas. 
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At first they received 500.000 ISK and when the beds were 30 they 

received 1.000.000 ISK. Both funding were limited to building the facilities 

and the guest house services. At that moment in time the business showed 

profit and they had to pay 500.000 ISK back in taxes. This is the only 

funding they have received and the red tape and taxes that accompanied 

made them reluctant to future applications. 

The municipality does not fund companies like Bakkaflöt directly but offer 

them support and assistance in business and marketing related matters 

through the regional development agency of the North West called 

ANVEST which is a co-owned agency of all the municipalities in the North 

West Region. The role of that agency is to protect the interests of the 

municipalities and increase their co-operation. To enhance the social status 

of the North West part of the country. Haukur Suska Garðarsson and 

Guðrún Kloes are representatives of that agency and their role is twofold; 

to advice and assist companies in the area on business related matters and 

to nurture the ideas put forth and help to making them tangible. A large part 

of their job revolves around tourism and the interrelations of companies, 

municipalities and travel agencies, organizing events and various other 

projects.  

The economic environment of Bakkaflöt mainly consists of the starting 

capital they had, private loans from the banking system and the funding 

from the Agricultural Productivity fund. They have partaken in various 

plans to enhance the regions marketing and promotional qualities but seem 

to have contributed more to those operations than they have received from 

them in their own opinion 

The Regional Development Institute (Byggðarstofnun) is an independent 

government organization that offers economic support to companies in an 

effort to enhance the economic life and resident conditions in the rural 

areas of Iceland (Regional Development Institute 2007). This government 

organization was situated in Reykjavík but was relocated to Sauðárkrókur 

in Skagafjörður in accordance with the government plans to move 

government run companies to the rural areas in order to increase job 

opportunities in there. The Regional Development Institute funded the 

buying of a boat when Bakkaflöt went into collaboration with others 
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entrepreneurs in Skagafjörður to offer sightseeing tours around the islands 

on the bay. As the events were described the collaboration was promised a 

lot of things but only given out parts of the funding granted resulting in 

them not being able to run the business properly. When the collaboration 

went into financial difficulties because of this the Regional Development 

Institute reclaimed the boat as collateral and the Islands tours came to 

nothing. One of the prime objectives of the institute was to grant loans to 

companies in the rural areas with better interest rates and longer loan time 

than they would get in the normal banking system. Bakkaflöt had a 

6.000.000 ISK loan from the Regional Development Institute with 8 

percent interest rate. Last year Sigurður went to the banking system as 

these loans were no longer practical. The Icelandic banking system had 

changed a lot in the years since they took the loan and the bank offered a 

better loan with better interest rates and Sigurður moved Bakkaflöt’s 

finances to the private sector.  

Socio-cultural environment 
The farming community is a close knit one where everyone knows each 

other and everybody knows if anyone has a falling out or a difficulty 

working together. This seems to have some people concerned as they see 

the rafting competition as quite fierce and affecting the local community.  

Attempts have been made in the past to unite the companies in the tourist 

industry that have failed because of either inactivity or parties working 

together. The motivational drive needed for such an association hasn’t been 

in place in the past.  With the founding of the Tourist Association of North 

West Iceland in the first quarter of 2007 by companies in the tourist 

industry in the region. Led by Svanhildur Pálsdóttir the manager of Hotel 

Varmahlíð they are trying to re-establish some kind of co-operation and 

interrelations within the community that had dissolved in the years before.  

In 2003 there had been a similar association in the region which didn’t 

work out because the motivation wasn’t in place and the participators soon 

lost interest in keeping the association alive. This caused a lot of bad 

feeling in the community when it ended thus making co-operation between 

firm’s difficult and combined efforts almost impossible. With the efforts of 
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Svanhildur this has changed as she seems to encompass the drive and 

motivation for unifying the companies under one hat when it comes to 

strategy and promotion (Ásgeirsson, interview, May 3rd 2007). The main 

goal of The Tourist Association of North West Iceland is to increase the 

number of tourist that visit the region by marketing and enhancing co-

operation. 

The innovative aspect of the rafting system is tremendous.  It has had 

impact on the way in which the regional attractions are prioritized and 

presented in the combined efforts of the municipality and the companies.  

 
Figure 6. White water rafting as a part of the image of Skagafjörður.  
Source: Gunnarsdóttir and Árnason (editors) 2006 
In a region that has a long history of living off the land, rich history and 

cultural heritage white water rafting seems to fit in quite snugly. 

Broadening the array of attractions offered in the region it also adds to the 

scope of diversions for the tourist visiting.  By joining forces with other 

local companies in tourism in the area and advertising Bakkaflöt extends 

the visit of the enthusiastic rafter to include activities offered by other 

companies in the region. 

Technical environment 
The technical aspect of their business involves their boats, equipment, the 

safety measures they have and the expert knowledge of the guides. The 

boats and dry/wet suits for their customers must be inspected regularly and 

be reliable and up to the highest standards.  The transportation of customers 

requires coaches in good condition and the mechanical knowledge of their 
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maintenance as they are specialized for the rafting business. The 

knowledge of the rivers and rafting must be on an expert level. Bakkaflöt 

goes the extra distance in keeping that knowledge within their organization 

and hire expert guides from Nepal to guide on the glacial rivers.   

To further enhance the safety of their passengers Bakkaflöt inspect closely 

the safety standards of the rafting environment to see if new or improved 

equipment and gear have emerged in the field.  

Two years ago Ævintýraferðir applied for funding to start courses for river 

rafting guides.  They got the funding and approached Hólar University to 

co-operate.  Hólar University agreed and co-operated in creating a river 

rafting course for guides that would be internationally recognized and 

would be an open course for everyone in the industry. The work The 

University has done is mostly in making the curriculum for the course and 

to present it to the Icelandic Travel Industry Association. The University 

will then teach specific parts of that curriculum in a course that 

Ævintýraferðir will hold in the summer of 2007. 

4.2.4 Impediments 

In the year 2000 Björn Gíslason passed away.  A difficult decision lay 

before Sigurður and Klara at Bakkaflöt. Up to that point they had been in 

co-operation with Björn in offering river rafting on two glacial rivers of 

Skagafjörður. Should they invest in the equipment and labour to expand 

their business and continue to offer river rafting as an attraction or turn 

their attention to something else. The largest impediment involved in the 

operation of river rafting was the expert knowledge required as the 

difficulty level of the rivers is high. Sigurður and his family had been 

involved in the river rafting for some years and knew the ins and outs of the 

business and his son was able to guide on the rivers. They decided to 

continue with the river rafting and bought the equipment needed and hired 

the guides that had been working for Björn.  

Red tape is also a hindrance that is not easily overcome by the people at 

Bakkaflöt.  Sigurður and Klara need to spend a great deal of time and effort 

for the application processes for permits and licences as they run a 

multifunctional business that offers board and lodging besides river rafting 
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and camping facilities. Because of that they need to adhere to strict rules 

and regulations. The Icelandic Maritime Administration inspects the safety 

aspect of the river rafting and issues permits accordingly.  The Icelandic 

Travel Board issues a Travel organizing permit that enables them function 

as a company in the Icelandic tourist industry.  Both these permits are 

required for the successful yearly insurance renewal of the business. The 

application processes for importing the Nepalese guides is harrowing and 

difficult.  That knowledge has to be imported from countries like Nepal that 

have veteran guides capable of both guiding on the rivers and training the 

Icelandic personnel. The handling of such matters has to go through the 

Directorate of Immigration and The directorate of Labour requiring a long 

application process and red tape that can take up to four months.  At times 

this process has delayed the normal start of their season as the visa for their 

Nepalese guides hasn’t been issued when it starts. As Bakkaflöt offers 

dining and liquor they need to satisfy health regulation standards and have 

a wine permit. Sigurður gathers all the applications and permits in one 

folder which seems to get larger and larger every year. 

4.2.5 Driving forces 

The driving force for Sigurður and Klara has been the basic need to offer 

diversions to their customers and travellers. Taking part in creating the 

attraction of white water river rafting they have gained loads of experience, 

knowledge and expertise that remains their strength. With the start of a 

rafting company on Hvítá in the southern part of Iceland by Björn Gíslason 

and his efforts to explore other rivers in Iceland for suitability for rafting a 

new attraction has emerged in Skagafjörður. An attraction that has it part in 

creating traffic and awareness of the region in the tourist industry.  

With the increase of tourists and the need for diversions the municipality 

has realised that companies involved need support and direction to better 

handle their businesses.  The need for strategy making and marketing is 

clear to the municipality and efforts are underway to map out the next years 

and making the companies involved able to follow that strategy. The 

municipality has founded an information centre in the heart of Skagafjörður 

and changed the emphasis on the spectrum of their support system, 
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reorganizing the role of the office that handles marketing and development 

with a clear goal of growth in the region and making the area feasible for 

festivals, symposiums and company outings.  

The University at Hólar is an educational and research institute which 

offers students a practical education in the fields of horse breeding, in fish 

farming, fish biology and in tourism with emphasis on nature and culture. 

The University’s role is to support innovation, evolution and growth in 

these fields with education and research (University of Hólar, 2007).  The 

university is an intermediary between the municipality and the industries in 

the region working with both parties to further enhance and strengthen the 

industries involved.  Acting as a motivational force the University of Hólar 

offers a broad spectrum of services and support for the businesses in the 

region. At the behest of both parties they have created courses for the 

companies, strategy and promotional material, walking guides and 

handbooks.  
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5.0 Analysis and comparison  
These Analyses of the cases are compiled to reach a clearer view of the 

intricate parts of the systems. A breakdown of the cases into smaller, more 

manageable components, for the purpose of comparison and advanced 

understanding of the innovative aspects of the systems and the roles within 

them, is portrayed in the second half of this chapter. 

5.1 Analysis of the system Norðursigling is in 
The original goal of Norðursigling was to preserve old oak boats in 

Iceland’s fishing history, but they needed to sustain their goal adding a 

business dimension to their efforts. With the close relation to nature whale 

watching on oak boats became their business. Throughout the history of the 

company they have come closer to their original concept of Coast culture 

but rely heavily on the whale watching as the main backbone to their 

operations. At the time of their starting point whale watching did not have 

the value it has today. There is a good possibility that they would not have 

received the funding they did from companies in the fishing industry and 

from the local municipalities if the main concept was whale watching 

instead of a concept with the blend of cultural preservation and educational 

purposes. 

By making the whale watching their backbone their largest hindrance could 

be Iceland’s resumption of whaling. In 2006 when whaling resumed on a 

commercial level they had many cancellations of tours from abroad in 

protest to the government’s decision. This is a sensitive topic in Iceland 

where people are divided in their attitude towards whaling. As whale 

tourism is not an old profession the value of it is not recognized on the 

other hand some see this as an issue of independence. 

Competition has given Norðursigling an opportunity to better define their 

services, marketing, company’s image and concepts. Facing three 

competitors in the thirteen years organized whale watching has been 

operated in Húsavík, Norðursigling has countered each one with a different 

tactic. After a few years of fierce competition they bought out their first 

competitor which gained them a period of monopoly for four years in the 
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market. This enabled them to solidify their market status against the 

entrance of the second competitor Gentle Giant’s led by Börkur Emilsson 

in 2002 to 2004. Norðursigling retained 90% of the whale watching market 

through these two years of competition making it very difficult for the 

Competitor to survive. When the third competitor Stefán Guðmundsson 

enters the market and buys Gentle Giants, Norðursigling seems to have 

been well established on the market retaining a 76% share of Húsavík’s 

market since then (see figure 2, pg ).  

Whale watching has been able to unify the community and raise the moral 

in town in these thirteen years that Norðursigling has been building their 

business.  The local atmosphere had reached its low point with many 

businesses in the fishing industry going bankrupt and unemployment being 

a common thing. With Norðursigling at the lead many of the town’s people 

have jumped on the wagon and tourism has become a new way of life.  

The government support system for tourism and innovation is in place 

through regional development and SME support from the Innovation fund, 

but lacks capital to help entrepreneurs on a larger level of funding when it 

comes to innovation in the tourist industry. The main role of these support 

systems as actors has been counselling and guidance within the regulatory 

system and business planning. Within the banking system they have met 

goodwill though at times when growth has been on the rise the banking 

system has pulled back with the worries that this wasn’t as stable business 

as they thought. 

Norðursigling has taken a big part in building the business spin-offs around 

the concept of preservation of cultural heritage and whale watching often 

creating opportunities for others by leasing operations to others. By this 

they maintain a level of control in their concept or the business ‘eco 

system’ they created. It also allows them to focus on their own operations 

more closely. Examples of the spin-offs or the system that they have 

created or helped create are for example the whale museum, restaurants and 

the rebuilding of the local harbour life, along with the cottage 

agglomeration being built on the outskirts of town. By taking a lead in the 

strategy making of their company Norðursigling has emerged as leader in 

the society paving the ground for future innovation in tourism in Húsavík. 
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Other projects have been begun in tourism by other entrepreneurs in the 

region around Norðursigling's operations but a high percentage of them 

have failed. Most of these projects have centred around the wintertime, 

Norðursigling’s low season and involved skiing and arctic truck driving for 

example. Norðursigling on the other hand has used the low season to build 

up their businesses and for strategy making. Using the wintertime to 

enhance the operations they have in place by adding to the buildings, 

services and concepts they have been able to balance the seasonality 

problem.  They have the restored house Skuld and the old and little Baukur 

in place which serve as a restaurant, a meeting place, a coffee house and a 

tavern for the local towns people. All the building, maintenance, restoring 

and running of these houses is done in the low season and creates a much 

needed income in that period and an added value in the high season as 

attractions. The maintenance and restoration of their boats is done in the off 

season when they are not in use. Most of the strategizing and planning with 

other actors in Húsavík takes place in the off season as little or no time for 

such matters like the development of the Coast Culture concept, 

Garðarshólmi and the lighthouse project is available after the whale 

watching season starts.  

5.2 Analysis of the system Bakkaflöt is in 
The regulatory environment for Bakkaflöt is a complex and difficult one. 

The evolution of the tourist industry has been fast paced in the last years in 

Iceland. Every year Bakkaflöt is faced with a framework riddled with 

permits, licences and levies. Exerting great amounts of time and efforts to 

fulfil the requirements of various permit issuers they are at their breaking 

point. The constantly more time and money spent in the permit and licences 

process is taking its toll on Sigurður and Klara.  Failing in their island 

sailing expansion was a direct consequence of the time issue.  Spending 

loads of time on applications for funds and permits the waiting period 

proved way to long and when they got the funding the main creditor, the 

Regional Development Institute had claimed the boat as it was the 

collateral and there were no grounds for future sightseeing tours on the bay.  
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The importation of knowledge and competent workforce for the white 

water rafting from Nepal is a difficult process for Bakkaflöt. There is no 

guaranty that the application process at the Directorate of Immigration will 

be over when the rafting season begins leaving them in the position of not 

having enough expert guides for the rivers and shortening their high season. 

Bakkaflöt is doing well financially with their main concern focused at 

doing better than the competition, maintaining their business and producing 

quality services. Rafting, board and lodging play the biggest part in their 

annual turnover. The atmosphere is good as Sigurður and Klara are hard 

workers that enjoy the nature of their business (adventure). It seems though 

that the air is saturated with despair when it comes to the red tape and 

permits that are needed for the operation of a multifunctional business.    

Banding together with other companies in the area to advertise has created 

an umbrella with the possibility to reach more consumers and increase the 

tourist traffic. Creating a competitive answer to their competitors Activity 

tours who also offer the combination of main attractions the region has to 

offer with the rafting (Ævintýraferðir) and horse riding (hestasport). 

The debate of building power plants in the highlands of Skagafjörður is a 

hot issue on many levels.  It not only has the possibility of crippling the 

operations of Bakkaflöt but also of tainting the image of Skagafjörður as a 

tourist destination. For future investors this would be a big concern when 

investing that the possibility of building a power plant utilizing the same 

resource as rafting does is not a fully closed debate.  

As is with large industries that build on a few attractions the tourist 

industry of Skagafjörður is riddled with competition of companies offering 

similar services. This can make the competition quite fierce but also has the 

possibility to make the services rendered more defined and produced at a 

higher quality level.  At the moment the increased tourist traffic is able to 

sustain this scope of utilization of the attractions but carries within it the 

promise of innovation as the survival of the companies is dependent on 

need to differentiate them from others and to offer new diversions.   

As white water river rafting plays a big part in the image and economy of 

Skagafjörður it can promote environmentalism as many of Bakkaflöt’s 
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customers gain newfound respect and the urge for protecting the nature in 

the area after experiencing rafting on the east and west glacial rivers. 

The municipality is making efforts to unite the companies in the area and 

has commissioned the University at Hólar to diagnose and create a strategy 

for the tourist industry in Skagafjordur to follow for the next three years. 

This clearly shows that there is awareness of the issues at stake in the 

region when it comes to tourism as a sustainable industry. The municipality 

has made changes in how the marketing and cultural relations are handled 

in the area by appointing Áskell Heiðar as the manager of marketing and 

development in the region. This is an element that can make the 

interrelations and communications better between the companies in the 

industry, the municipality and the tourists. 

5.3 Comparison of main elements 
The comparison of the main elements of the cases highlights the same 

categories as are used in the portrayal of the cases. That way both 

innovation systems can be compared by those categories and detail 

similarities and/or differences defined by the boundaries of the system. 

5.3.1 Attractions 

The diversions sought by the customers are the attractions in both systems. 

These attractions already existed as natural resources or cultural heritage 

before the companies started their operations.  

The similarities of the innovation systems attractions lie in the company’s 

use of both local natural resources and cultural heritage.  

The natural resources used is the whales in the bay of Skjálfandi and its 

coastline and islands for Norðursigling and the glacial rivers and the 

surrounding landscape for walking, hiking and sightseeing tours in 

Skagafjörður for Bakkaflöt. 

The cultural heritage used by Norðursigling is the old oak fishing boats, the 

coast culture concept, the Whale Museum, the coastal lighthouses, the 

Garðarshólmi project and the annual Swedish festival in Húsavík. For 

Bakkaflöt it is the horseback riding and breeding, local food, archaeology 

and history of Skagafjörður and its Islands. 
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The difference between the systems attractions lies in how they are offered. 

Norðursigling offers attractions for the tourist that is interested in nature 

and heritage. Through the innovation system they are in they offer a 

complete package for those interested in whales, coast culture and the 

heritage of the area of Skjálfandi bay. Norðursigling also strives to utilize 

the immense tourist traffic of the Mývatn area. Bakkaflöt offers leisure 

attractions and support attractions for that, not taking a full advantage of 

the image of region. 

5.3.3 Driving forces 

The seeds of innovation for the companies were the difficult environment 

they faced before they started their operation.  

What is similar between the innovation systems is that both companies 

started out with different driving forces than dominates today.  The driving 

force for establishing Norðursigling was the need for preserving the old oak 

fishing boats as a part of the coastal heritage. From the need to make that 

sustainable it changed to the execution of a larger concept of using the 

boats and the coastal heritage they stood for. Bakkaflöt’s origin stems from 

a farmers need for a better means of survival by selling their farm and 

building a small guesthouse and a kiosk on a small piece of land they 

bought. Gradually the need to be able to survive changed into the need to 

strengthen their business and offer new diversions for their guests as the 

small kiosk and guesthouse soon grew into a larger guesthouse and a diner. 

For both companies economic sustainability is a strong driving force 

compelling them to try to lengthen their high season. For both systems the 

need for preservation of their natural resources are vital. 

What differ in the forces that drive both systems are the social and cultural 

obligations portrayed by Norðursigling while Bakkaflöt centres on the 

economic performance of the core company. 

5.3.4 System 

The intricate parts of the systems of Bakkaflöt and Norðursigling help 

define the boundaries of the innovation systems analysed. To gain more 

depth the system theme follows a more elaborate pattern of analysis. 
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Actors  
By utilizing resources to their fullest and by adding operations that increase 

the use of other resources from outside the system number of actors in the 

system grows. Norðursigling has effectively done so and the system is a 

more complex one with more actors than of Bakkaflöt.  

A main difference between the companies is the activity of actors in the 

systems.  In order to increase the number of actors in the system 

Norðursigling creates new opportunities in the low season and leases them 

to other or new actors. Doing this Norðursigling creates added human 

capital within the system. Bakkaflöt consistently brings the Nepalese 

guides into its system each year not only for guiding but also for training 

Icelandic guides.  Their emphasis seems to be on strengthening their system 

but not expanding it. Bakkaflöt does not interact strongly with the available 

support system. Norðursigling does the opposite by seeking formal and 

informal advice they co-operate on projects and are in good contact with 

the institutes and government agencies in their support system. This makes 

their role within the system stronger.  

The regulatory framework 
The regulatory environment these systems operate in is very similar and is 

composed of the same institutions and organisations that issue licences and 

dictate the structure of the system. Both companies make the use of ships or 

boats in their operations so both need a licence from the Icelandic Maritime 

Administration. They are also subject to the travel organizing permit from 

the Icelandic Travel Board and the necessary operating licenses from the 

municipalities. The main difference is the need for Bakkaflöt to import 

foreign guides from outside the EU requiring visas from the Directorate of 

Immigration for each guide. This increases the complexity, takes very long 

and is very uncertain. Working the regulatory environment seems to be 

easier for Norðursigling possibly due to the business and marketing 

education encompassed in company.  

Competitive environment 
The duopolistic nature of both innovation systems is nearly identical. This 

creates a high degree of friction between competitors resulting in a rivalry 
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that creates a strain on other actors in the system. Both companies have put 

effort into controlling the competition and retaining a dominant market 

status but use different approaches. The difference lies in the strategies. 

Norðursigling has either bought out the operations of their competitor or 

left little leeway for competitors by active differentiation with defined 

corporate image, effective services and marketing. Through this they 

maintain around 75% of the market. Bakkaflöt has put emphasis on low 

cost and sole access strategy, creating their own way of accessing the 

highlands and owning their own land and equipment. By using the staff in 

their multifunctional operations they create a cost efficient employee 

management.  

Political environment 
Generally the political environment in Iceland is positive towards tourism 

especially in the rural areas as can be seen in the emphasis towards tourism 

by the political parties. The same can be said about the increased political 

awareness towards nature and sustainability though the emphasis is 

different for each of the political parties. The issues Norðursigling has had 

to deal with regarding the political environment is the resumption of 

whaling. That issue is far from settled as there is much debate about the 

issue and the economic benefits thereof.  

For Bakkaflöt the controversy of harnessing the power of the glacial rivers 

for electricity is still a hot political issue. 

Economic environment 
Both companies rely on their main attractions as their financial backbone 

but as these attractions are seasonally based this creates a void in their 

income in the low season. To counter these off seasons each of the 

company seems to have a strategy in place.  Both seek to lengthen their 

high season by further enhancing the concept of their backbone attractions. 

Both co-operate with the local educational system and seek to offer tours 

on the fringes of their high season for groups of school children. Neither 

relies much on outside funding as the national and local support system 

doesn’t seem to provide adequate measures of financial support needed in 
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an innovative environment. Norðursigling is more active in expanding the 

system for more economic stability. 

Socio-cultural environment 
Both systems stem from areas that faced difficulties in dominating 

industries. In Húsavík where Norðursigling resides the economy and social 

status of the town was in ruins because of the restructuring of the fishing 

industry. A similar origin was in the background of Bakkaflöt where 

difficulties were facing the farming industry. The seeds of innovation were 

grounded in this bleak landscape where they simply had to do something. 

The differences between the systems are many when it comes to social and 

cultural emphasis. Norðursigling has a large social and cultural obligation 

that dominates their concept of operations which has resulted in them being 

in a leading social role today in Húsavík. Bakkaflöt hasn’t as much 

interaction with the actors in the regional system they instead clearly 

emphasise their core operations that revolve around leisure activities. This 

imbalance between the companies can partly be explained by the different 

environments as Norðursigling operates in a smaller society in a coastal 

town while Bakkaflöt operations are inland further apart from actors and 

therefore less social impact can be noted. 

Technical environment 
The similarities of the technical aspect of the two innovation systems 

follow the same principles as running a company in the tourist industry. 

This requires a strong and up to date computer and booking system that are 

capable of handling increased flow of orders and financial data securely 

and without error or downtime. The main identifier in the technical aspect 

of the systems is the fact that both companies use ships or boats in their 

operations and need permits issued by the same party, the Icelandic 

Maritime Administration. The oak boats used by Norðursigling are much 

larger and technically complex than the rafting boats used by Bakkaflöt 

therefore more knowledge is required. 

The differences lie in the scope of their operations with Norðursigling 

putting more emphasis on the marketing factor and using their own 
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resources to create and print their promotional material on a larger scale 

than Bakkaflöt.  

5.3.5 Impediments 

The hindrances and hardships that the companies have faced and continue 

to face today are many and varied. Some similarities are noteworthy as the 

nature of these impediments is very much alike. The political element 

constitutes the biggest danger that lies in the future of their operations. For 

Norðursigling the political battle against resumption of whaling has been 

and is an ongoing struggle as the repercussions would be devastating to the 

system. Bakkaflöt would lose the foundation for their river rafting 

operations if the bill of building a hydro powered plant in the highlands 

was passed in the town council. A short high season in tourism in Iceland is 

an impediment for both systems.  There have been problems with access to 

and from their attractions for the customers. The solution to these problems 

was handled differently in each system. Through lobbying the municipality 

built a floating pier for the ships of Norðursigling while Bakkaflöt after not 

getting any response from the municipality laid their own road to the rivers. 

Differences of impediments lie in the focus of their operations and the 

background of the owners of the companies. The impediments that 

Bakkaflöt has faced have mainly been of a regulatory nature restricting 

their operations and at times stopping them completely. Red tape and 

difficult application processes are the main impediments they face while 

the impediments Norðursigling have faced are of a social and competitive 

nature. 

5.4 Comparison of roles  
It is of importance to compare the roles within the innovation system of the 

two systems Norðursigling and Bakkaflöt are in. According to (Edquist, 

2001) tasks form a comprehensive innovation system which can be 

categorized as the roles of an innovation system.  

5.4.1 To create new knowledge or new ideas 

A stark contrast is in the way the companies create knowledge and ideas 

within the systems. Both companies employ fewer people through the low 
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season. This could be the best time for a company to build up and plan for 

the high season when it comes to the creation of new knowledge or ideas. 

Norðursigling focuses on the whale watching tours in the high season and 

uses the low season to create new knowledge and ideas both alone and in 

collaboration with other actors in the system. Many of those ideas are then 

being implemented in the high season. This is the way Norðursigling has 

created Garðarshólmi, the annual Swedish festival, the cultural heritage 

operations and the coastal lighthouse project. In their tours Norðursigling in 

co-operation with the Whale Museum disseminates knowledge on whales 

in their natural habitat and the culture of the coastal area. Through those 

means and the museum they inform tourists and other visitors about the 

cultural heritage and nature in the coastal area of Iceland. Bakkaflöt has 

tried out new ideas that have not always been successful. They have also 

mapped out GPS points on the river banks used in a security map for the 

local rescue team.  

5.4.2 To enhance the search and diffusion of knowledge and ideas 

The system Norðursigling is in is located in a small town where frequent 

interaction occurs between actors. By taking advantage of these 

relationships and co-operation ideas and knowledge are gathered and 

passed on in the system. The dissemination of acquired knowledge and 

ideas between the organisations enhances the innovation capacity of the 

system. 

The diffusion of knowledge about the nature, culture and history is an 

element of their concept of coast culture as a tourist attraction. Tourists 

coming to the system acquire that knowledge because of their interest for 

nature or environmental issues. 

Norðursigling travels internationally to gain knowledge on similar systems 

of operations, seeking new ideas for their operations. This can also be 

considered a marketing tool as they take their advertising material with 

them to reach possible consumers. 

The search of knowledge by Bakkaflöt has mainly been enhanced with the 

importing of expert river guidance from Nepal. The efforts from the 

municipality and university to diffuse knowledge into the system are in the 
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starting stages. The co-operation from Bakkaflöt has been minimal as they 

haven’t felt the effectiveness of such assistance. 

5.4.3 To create human capital 

By managing operations in the low season, each in their own way has 

created the foundation for sustaining and creating human capital. 

Norðursigling striving to add to their array of operations successfully 

employs a more specialized staff that is also available within the system in 

the low season. Being in the position to hire staff that have experience in 

tourism, linguistic abilities or other factors that enhance the value of their 

operations they are able to keep the necessary human capital at hand 

required for the planning and implementation of strategies to further 

expand the high seasonal activities. 

Bakkaflöt instead uses the high season to add to their knowledge base and 

local expertise of the river rafting as the foreign guides from Nepal are also 

hired to train the regular guides that are then available later on. Bakkaflöt 

maintains an edge on their competitors by owning their own coaches and 

equipment while at the same time being able to handle all maintenance 

within the operations rooted in the mechanical knowledge and background 

of Sigurður. This is a factor that expands the scope of their operations and 

requires added human capital in their operations.  

Norðursigling retains knowledge of craftsmanship for the maintenance of 

the old oak fishing boats that has mostly disappeared in the Nordic 

countries. This knowledge they had to find in rural areas in Iceland and 

Norway. This knowledge is kept within the company and is considered a 

valuable resource.  

5.4.4 To supply capital  

The financial backbone comes from the main attractions revenue in both 

systems and creates the stability needed for the full year management of a 

company in the tourist industry. This enables both to keep the necessary 

operations going in their low season. The companies use a very different 

way of trying to add value to their net worth by expanding their operations. 

Norðursigling continuously tries to strategize and plan for the starting of 

new operations that complement their business. Bakkaflöt focus on making 
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their operations more cost effective thus allowing them to increase their 

market share and improve profitability. 

5.4.5 To test and implement new products or services 

Norðursigling actively adds to their array of services and concepts. Their 

new products are usually consistent with the systems concepts and the 

interest of the whale watching tourists. For bigger investments like houses, 

restaurants and boats they try to improve their operation based on the first 

seasons experience but with a simple change in services they use their 

firsthand knowledge of the customer’s response on decisions for future 

changes. This summer they have been testing alternative sailing tours in the 

old oak boats around the bay of Skjálfandi. Two tours, very different from 

the whale watching tours are offered a few times over the high season to 

test the response and interest of the tourists that are mainly there for the 

whale watching. At first glance it seems that Bakkaflöt hasn’t been as 

effective in testing and implementing new products or services as 

Norðursigling. Faced with different obstacles, red tape has been very taxing 

on the owners of Bakkaflöt playing a hand in reducing the time available 

for strategizing and implementing their ideas. With the failure of their last 

endeavour of offering sightseeing tours around the islands on the bay they 

have been hesitant to fully step away from the path. Instead they have more 

ideas that at the moment require either partnership or a larger scale of 

operations available to them at this time. They have though taken the 

initiative to press harder on the municipality to fully finish the walking and 

hiking maps that have been in the making for a few years. In those matters 

they have offered guidance and maps to tourists interested in walking in the 

historical landscape of the region.  

5.4.6 To ensure synergy with other economic activities   

By using the low season to strategize and plan while leaving the 

management of the some of the organizations created to other actors in the 

system Norðursigling is able to manage and oversee the economic activities 

in the system and ensure synergy between them. These activities are all 

inter related and fall under the larger concept of Coast Culture created by 

Norðursigling. This has been a gradual development which is intended to 
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equalize the impact and importance of whale watching in the system. To 

ensure a certain level of synergy Bakkaflöt’s operations are closely 

clustered in a core centre at their diner and guesthouse where the coaches 

pick up the river rafting customers and also deliver them safely back to a 

hot meal and trip to the hot tubs to relax after the rafting. The camping 

grounds are next to this core centre of Bakkaflöt where information about 

the region and its attraction are offered.  

5.4.7 To control competition 

In order to control the competition the managers of a company have to be 

well aware of possible actions of the adversary and the resulting reactions 

to their own strategic moves. Both companies monitor the actions of their 

competitor closely and add to their own arsenal of services to differentiate 

themselves. Norðursigling after facing stiff competition in the past have 

bought out the business of their competitor gaining a momentary 

monopolistic control over the market. Being well aware of the danger of 

other competitors in the market they took extra steps in the two year period 

after the buyout to raise the entry level of the market by adding value to 

their operations, services and marketing. This proved effective and the 

second competitor to enter the market who tried to mimic their concepts by 

offering whale watching in similar restored oak boats. Norðursigling, with 

their operations firmly grounded, put extra emphasis on the quality of their 

operations and after two years the competitor sold his operations. 

Norðursigling on the other hand later offered this actor to lease the 

management and running of their restaurant Old Baukur thus aiming to 

keep the actor within the system and involved in their own operations. 

They also use the low season to maintain and restore new and existing 

boats in their fleet. This is cost effective and gives them an edge on their 

competitors while at the same time increases turnover and their ability to 

stay in the market 

Bakkaflöt being the second entry into the river rafting market took effective 

measures to secure the control of the market. This includes owning their 

coaches and equipment for transport and laying their own roads to the river 

for the better accommodation for their customers. These factors are 
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important as the competitor does not have this kind of access to and from 

the rivers and has to lease the coaches himself which in turn can be very 

costly. The roads made by Sigurður at Bakkaflöt also takes into effect 

easier maintenance of their coaches and equipment as travelling in the 

highlands can be very difficult. Their guesthouse and diner also establish a 

centre that offer a variety of services that include a marketing co-operation 

with other local companies that offer other attractions than they have. This 

enables them to offer both services in the same category as their 

competitors and others he doesn’t offer. By running a multifaceted business 

they are able to lessen the need for hiring short term staff for the high 

season. Having employees that are able to do various tasks other than on 

the river rafting trips enables them to keep costs down and gain a better 

foothold in the market. 

5.4.8 To facilitate the formations of new markets 

Norðursigling took part in the creation of the whale watching tourism in 

Iceland and is on the forefront in one of the largest market retaining 75% 

market share. With the original concept of coast culture closely knit into 

the market of whale watching they were asked to manage a cultural festival 

in Húsavík by the Swedish manager of the Nordic Institute in Iceland. With 

the festival a big success it has become an annual festival managed by the 

people at Norðursigling creating a whole new market of tourism in Húsavík 

and in compliance with other projects that Norðursigling has in motion. 

Projects like Garðarshólmi that extends to offering insight into the history 

of the first settlers in Iceland and the landscape of nature they encountered. 

This project is planned to be a fully functional cultural institute 

highlighting the cultural heritage of the coastal town and the environmental 

changes that have been brought on. The whale watching tourism has 

created a large souvenir market in Húsavík and a whole different 

atmosphere of restaurants and coffee houses. 

Bakkaflöt by deciding to focus on offering river rafting when starting their 

co-operation with Björn Gíslason and after his passing have taken part in 

the implementation of river rafting into the image of Skagafjörður creating 

a market for leisure activities and accommodations. Bakkaflöt’s centre at 
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the base of their operations has created the possibility for the running of 

large camping grounds that attract a lot of travellers. 

5.4.9 To create new organizations 

Norðursigling has effectively created new organisations that still function 

in the system. They restored an old historical house and moved it next to 

the heart of their operations they lease the operations of a coffee shop out 

of that house. By giving the management reins of that coffee house and of 

their restaurant to other actors in the system they not only have created new 

organisations they also retain the parts of the control of that system 

allowing them to focus the backbone of the company and on the further 

build-up of the system. Bakkaflöt has created new operations throughout 

the time but have switched their focus when they have not been a total 

success or seem to have difficulties developing. Centring on river rafting 

and putting all of their effort on that attraction besides the running of their 

board and lodging they have been successful. Both companies seem to have 

a grander scheme in place though Norðursigling plans and strategies are in 

more contact with other actors in the system are more organized. 

5.4.10 To legitimate and promote the system vis-à-vis the environment 

Being very outspoken in the media about the issue of whaling vs. whale 

watching, Norðursigling is gaining national and international recognition 

that promotes the environmental effect of the system. By using the whale 

watching tourism to raise the awareness of the environmental issues of 

whaling Norðursigling seeks to bring to light the economic value of whale 

watching for the national interests. In co-operation with the head of the 

Whale Museum, Ásbjörn Björgvinsson, they collect data about the number 

of whales and their habits. This Collaboration is in part promoted and 

funded by foreign environmental groups and Ásbjörn has been an effective 

liaison to foreign interest groups and spoken on conferences related to these 

issues. Bakkaflöt promotes their system of white water rafting with the 

objectives of keeping the nature of Iceland intact highlighting the 

environmental issues. This is an element that they think that can tarnish the 

regions image and that of tourism in Iceland especially in these times when 
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the debate of power plant building in the highlands has been such a hot 

issue in the media.  

5.4.11 To wipe out obsolete organisations and institutions 

An element that Norðursigling opposes and strife’s to make obsolete is the 

idea of whaling being a necessary part of Iceland’s fishing operations. For 

the acknowledgement of this obsolescence there has to be a clear idea in 

the minds of the Icelandic people that tourism and whale watching return a 

much larger national economic benefit than whaling. This benefit is not 

isolated for tourism, especially when put into perspective of issues like 

rural development and the image of Iceland. Norðursigling have tried other 

avenues of offering sailing tours in the past that did not work as intended 

and were quickly abandoned. Bakkaflöt participated in a joint venture of 

offering sightseeing tours around the islands on the bay. This venture met 

difficulties that Bakkaflöt and their partners could not control resulting in 

the Regional Development Institute repossessing the boat on the collateral 

issued by them. Inspections and the issuing of licences needed for such an 

operation were overly harsh and difficult to comply to and Bakkaflöt felt 

there were too many stones in their path and the good will required from 

the support system resided with the competitor offering Island sightseeing 

tours. Bakkaflöt and their partners decided to stop this venture as the 

opposition they had met in the year operating extended further than just the 

normal difficulties of a start-up of a new operation and focus on other 

operations. 

5.5 Comparison summary of main elements 
The detailed similarities and differences of the main elements of the 

innovation systems are compared directly in the compiled table 3 below. 

This is done to clarify the dynamics of each company in reference to the 

system analysis approach.  
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Table 3: The similarities and dissimilarities between the innovation systems 
mobilised by Norðursigling (N) and Bakkaflöt (B) 

 Similar Dissimilar  

Attractions  Both companies rely on 

local nature and natural 

resources, drawing on 

the region’s specific 

cultural heritage. 

They differ in the way 

they promote their 

attractions. N bundles 

them in a single 

experience, whilst B 

offers leisure without 

explicit reference to 

the heritage. 

Driving forces Both came in response 

to respective industry 

restructuring. Both 

started with something 

different than they do 

today. The preservation 

of their natural 

attractions is vital to 

both. 

N posits itself in the 

lead of a social and 

moral restructuring of 

their town. B looks for 

economic 

performance. 

System:   

Actors  Number of actors. N 

mobilises a complex 

web through 

expanding their 

business portfolio. B 

emphasises bringing 

in knowledge and 

consolidating the 

system. 

Regulatory Both use boats and 

need proper licences for 

them, both are tour 

operators. 

B is mired with the 

immigration 

authorities as well as a 

host of regulative 

bodies as their 

operation is a 

consolidated multi-
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operational venture. 

Competitive Exists in a duopolistic 

environ creating 

immense tension and 

strain on actors  

N buys out 

competitors, B fights 

through the price 

mechanism. 

Political Both suffer from 

decisions involving the 

grand national scheme, 

N for whaling and B 

for hydro-power 

development 

 

Economic Seasonality hampers 

both and both rely on 

the local educational 

system to help there. 

Funding is not 

forthcoming to either 

 

Socio-cultural Both are built in the 

wake of national 

restructuring that had 

caused low morale and 

pessimism  

N. sees themselves as 

pioneers leading to the 

future of the cultural 

economy. 

Technical Craftsmanship is 

needed in both cases to 

maintain the operation 

N has an up to date 

booking and record 

keeping system and 

are self-sufficient in 

marketing 

Impediments Outside political 

decisions and 

regulations not 

sensitive to their needs  

N has waged local 

battles for approval. B 

suffers from more red 

tape.  
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5.6 Comparison summary of roles  
The activities and functions of the actors in the systems Norðursigling and 

Bakkaflöt are in serve as an entry point in drawing conclusions of the 

innovative aspect of the systems. The compiled result of the innovative 

nature of the systems is portrayed in the below table 4. 
Table 4: Roles within the innovation systems 
To create new knowledge or new 

ideas 

Both companies busy 

themselves with mobilising 

actors 

To enhance the search and 

diffusion of knowledge and ideas 

Both companies take active 

measures  to that effort 

To create human capital Both companies take active 

measures  to that effort 

To supply capital Both operate all year and are 

thus successful in mobilising 

enough capital to stay afloat 

To test and implement new 

products or services 

Both are active on this front, 

but for different reasons, related 

to their self-perceived roles 

To ensure synergy with other 

economic activities 

Both companies take active 

measures  to that effort but 

have difficulties with issues 

of seasonality 

To control competition Both companies take active 

measures to that effort 

To facilitate the formations of new 

markets 

Both have done that, one 

creating the whale watching 

market, the other in terms of 

adventure tourism manifesting 

in their region’s image as 

officially promoted 

To create new organizations  Both companies have grand 

visions, not related to economic 

benefit so directly. It thus seems 

that future mobilisations and 
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expansions of the system are in 

place 

To legitimate and promote the 

system vis-à-vis the environment 

Both companies have gone to 

great lengths to publicly 

promoted their activities and the 

rationale behind it, especially 

being faced with national 

political decisions detrimental 

to their operations 

To wipe out obsolete 

Organisations and institutions 

This both companies are 

engaged in, in terms of 

responding to industrial 

restructuring and thus 

reorienting actors’ efforts in 

their near and far community 
 

When the roles within the innovation systems are compared they are very 

different but with similar traits that are defined by the core operations and 

dynamics of the systems. The system Norðursigling is in is more advanced 

and larger in scope with more actors and roles within the system, fast paced 

and goal oriented. The focus is on expanding the system by adding 

innovative activities, attracting more actors into the system and involving 

them on a deeper level of the core operations of a large concept. The 

system Bakkaflöt is in is more introspective, focused on the expansion of 

its innovation system in a slower more secure way with the emphasis on 

their core innovative activities growing gradually instead of adding 

operations too quickly. This element is the cornerstone of their operations, 

the advantage they have on their competitor and the reason for their 

success.  
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6.0 Conclusion  
Norðursigling is the core and lead actor in a highly innovative system with 

their operations being the catalyst for a new image of the region.  

Bakkaflöt, focusing mainly on their core operations, is a part of a less 

innovative system, with a concept more narrowly focused on leisure 

activities, but still contributing to the image of Skagafjörður through river 

rafting. This stems in part from the fact that the innovation system that 

Norðursigling is in is larger and more complex than the system Bakkaflöt is 

in. The functions and activity of the actors that define the roles within the 

innovation system that Norðursigling is in are more interrelated and consist 

of more active co-operation. The magnitude and range of these 

interrelations define the scope of innovation within the systems. 

Norðursigling has shown a clear intent of strategizing and improving 

services to gain market dominance with the objectives of taking full 

advantage of the innovation capacity of the system.  

The greatest impact to the scope of innovation within both systems is the 

way they make use of their low season preparing for the high season, 

planning and crafting strategy. The managers of both companies clearly 

recognize the need for increasing the range of operations in the systems 

both relying heavily on their main attractions which could be devastating if 

demand fell sharply. Norðursigling, being highly innovative, attempts to 

use the revenue from the high season to build new operations, improve 

existing ones and add new themes to their business concepts. These 

changes to the services portfolio can increase the number of actors within 

the system and expand the relations outside of the set boundaries of the 

system thus making it larger. Bakkaflöt instead tries to improve their 

existing core operations making them more stable and cost efficient. Their 

process of innovation is different from Norðursigling. By mimicking the 

innovative operations of a difficult start of their entrepreneurial competitors 

they have taken that idea and improved on it, staying the course and 

perfected the system needed to turn an original innovation into a new 

innovation (Fagerberg 2005, pg. 13). 
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The different location of the systems has had an impact on both the origin 

of innovation of the systems and the innovation development within. 

Norðursigling is situated in a small town by the coast which faced turbulent 

times in the nineties with a high rate of unemployment, bankruptcies of 

businesses and failure of the town’s main industry. For the town and its 

region it was of utmost importance for a successful innovation system to 

replace their lost opportunities. With the first signs of success of 

Norðursigling the importance of whale watching for the town became 

evident and ensured support and understanding for the growth of the 

innovation system. This helps to explain the compelling drive of 

Norðursigling for innovation and growth. 

Bakkaflöt operates inland in a region that has had more stable business 

environment though the core industry of farming was in difficulties at the 

starting point of their operations. Located outside the region’s main town 

its impact on the regions social development is small, their system being a 

part of a regional network. Their innovative efforts being confined to 

improving and adding to their own operations have led to the system 

becoming one of the components of the regions image. 

In unifying the community of Húsavík towards accepting the importance of 

tourism for the town Norðursigling has taken on a social obligation with the 

operations created defining the company as a social entrepreneur. This is 

seen in their objectives to enrich the cultural atmosphere and highlight the 

heritage of the coastal town of Húsavík as in all of their operations, 

concepts, strategies and plans. The enormous social change of the 

community since the start of their operations has resulted in the acceptance 

of Norðursigling taking on a leading role within the community.  

Operating in a fast growing industry, with increased numbers of tourist 

visiting Iceland every year, Bakkaflöt and Norðursigling have had to deal 

with systems of support that have had difficulties keeping up with the 

growth. These systems are in place but aren’t easily accessible or powerful 

enough to grant the financial support and assistance needed. For growing 

industries this is a normal phenomenon as their support system needs to be 

constantly changed and reorganized. A positive fact is that the emphasis 

towards support and funding for tourism is growing with the increased 
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knowledge of the value of tourism for Iceland as seen in the recent change 

in government policy.  

Comparing the two systems shows a fundamental difference in the way the 

systems are composed and maintained. The system Norðursigling is in is 

founded on an easily expandable concept of interest for the target group in 

the local surroundings as seen in the comparison in chapter 5.  

Norðursigling, the lead company, builds up strong relations with actors and 

encourages co-operation and congruence of vision with involvement of 

local support system in their activities. They effectively create new 

knowledge and human capital and also have strong ties to environmental 

groups and academics regarding environmental and marine wildlife 

matters. For them it is important to stay true to their concept keeping on 

adding new attractions that fit their system by increasing the Triple Helix 

effect gained from the interaction between actors in the tourism industry, 

public organizations and the academic society. 

For the system Bakkaflöt is in the picture is different. The founding 

concept of tourism was tied to the wish be able to leave farming and find 

other means to survive. The concept was to offer inexpensive room and 

board and camping area being a part of the Skagafjörður tourism network. 

Quickly the need to add diversions for the customers and to attract more 

customers was realized. The possible expansion of their concept has been 

narrow, centering on Bakkaflöt’s own leisure activities of river rafting, 

offered as a new part of the Skagafjörður image. Bakkaflöt the company 

has not been able to build up strong relations with other actors in the 

system and are not actively co-operating in the system other than in 

advertising. Their creation of new knowledge and human capital within the 

system is very company centered and is not meant to inspire other actors or 

create new ideas. More co-operations with the tourist associations, the 

municipality and the University of Hólar would be very beneficial to the 

innovation system Bakkaflöt is in. For this to occur, the perception 

Bakkaflöt has of these actors in its system has to change. 
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7.0 Discussion 

This thesis has compared two innovation systems in tourism. For both 

innovation systems it is important to prepare for the future. The growth in 

tourism in Iceland is predicted to continue for the next years. The trend of 

increased environmental concern and sustainability will be a driving force 

in the decision making of tourists that consider travelling to Iceland. The 

increased seeking of leisure related activities will also play a part in where 

tourists go when in Iceland. This will affect the companies of Norðursigling 

and Bakkaflöt differently. For the innovation systems to take advantage of 

this a policy change is necessary. Ideas for such change in the systems will 

be discussed and summed up separately below. 

7.1  Policy implications Norðursigling’s system 
The biggest potential for the system Norðursigling is in lies in the 

combined effort of many actors in fulfilling the plans of the project 

Garðarshólmi. The Coast Culture concept has been highly innovative in the 

hands of Norðursigling and their projects constantly evolving. Creating an 

international connection with Sweden and portraying the local region’s 

cultural heritage and nature to its fullest has had a tremendous impact on 

the community and created a new identity for the town.  Norðursigling 

possesses a great deal of knowledge and experience that can be offered to 

those future actors of the system. The local municipality plan on taking a 

larger role in creating the necessary environment for a more effective 

tourism. They have financed research and planning of redesigning the 

harbour and its surroundings to be better suitable for the tourist industry.  

A large implication is the controversial resumption of whaling by the 

Icelandic government. For the security of nature and wildlife oriented 

tourism in Húsavík and Iceland there needs to be more fully understood by 

the nation and its government the value of this kind of tourism. Slowly and 

with the ever growing numbers of tourists to the country it seems to sink in 

to the minds of local people that tourism can be a sustainable industry and a 

way of life in the rural landscape.   
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On a larger scale the cooperation between different projects like 

Norðursigling and Snow Magic in the northern part of Iceland has 

increased into the early stages of a regional network of innovation systems.  

In efforts to both increase the number of tourists visiting and respectively 

extending their high seasons or eliminating their low seasons they have co-

operated in marketing and referrals to each other. Instead of looking at their 

habitat as just the local towns or attractions they are broadening their 

definition by presenting their attractions as a part of a larger array of 

attractions. Casting the whole region in the northern part of Iceland as a 

collective market and enhancing co-operation between them.  

This fertile soil that has been created has led to many innovative ideas and 

plans. Among them are the intention of increasing the visits of large cruise 

ships to the harbour which have mainly stopped in Akureyri, the reuse of 

the airport which was discontinued has been leased out to a small aircraft 

firm who plans to offer sightseeing and chartered flights among other 

services. This brings along better access and the possibility of steady flights 

from Reykjavík to Húsavík.   

With the number of tourists visiting Húsavík growing to almost 40 

thousand in the year 2006 the need for accommodations and services has 

risen exponentially creating opportunities for the local entrepreneur. At this 

time there are four restaurants in town and a large hotel and a few 

guesthouses. Additionally there is a collection of 15 cottages situated on the 

outskirts of Húsavík, only 1200 meters from the towns centre and is an 

example of the business spin-off whale watching tourism has created.   

At Norðursigling the importance of building international connections and 

importing knowledge by travelling themselves cannot be overstated. In 

their travels they seek comparison and confirmation of their projects from 

similar operations around the world. 

Main policy implications; 

• The realization of the project Garðarshólmi 

• The strengthening of the concept of Coast culture 

• The redesigning of the harbour 

• The banning of whaling 
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• Co-operating with other systems in the region, regional networking 

• Strengthening and taking advantage of international connections 

7.2 Policy implications for Bakkaflöt’s system 
The future vision of white water river rafting is a debated issue. At some 

point it is necessary to consider the safety aspects of the activity, the danger 

that it entails vs. the building of Power Plants on the Highlands. The issue 

has been raised that white water rafting would be a more efficient attraction 

and a safer one with one large company running it. If a strong financial 

partnership emerged that would build these tourist attraction systematically 

up with strong local actors at the lead, the marketing and image branding 

would be of a larger scale with more chance of bringing in increased 

numbers of tourist.  When you add to that mix the ideas of Sigurður and 

Klara with their health resort you seem to be getting the seeds of 

innovation. 

It is quite clear that the permit processes have taken its toll on Sigurður and 

Klara. Ingibjörg Sigurðardóttir, lecturer at the University of Hólar has just 

undertaken the making of a handbook for a business in the tourist industry.  

She just recently published a handbook for companies that are in the 

business involving horses. The handbook maps out the rules and regulation 

of the horse industry and the application processes for necessary funding 

and support. It sets a standard in the industry that is accessible to everyone 

whether they are starting out with their businesses or if anyone needs to re-

examine the way he is running his business. A handbook is scheduled to be 

published by Ingibjörg in the industry of companies offering attractions on 

sea or land which would have been ideal for Bakkaflöt in the beginning and 

might be even more important for them today.  

Main policy implications regard; 

• Making the operations attractive for investors and possible partners  

• Adding and developing the concept of health related operations 

• Simplifying the processes of applications regarding the regulatory 

framework 
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7.3 Common policy implications 
The importance of tourism in Iceland is a subject that needs more attention. 

The value of it is not clearly recognized in the nation’s consciousness and 

thus not appreciated as the industry that it is and will be in the future. The 

number of tourists in Iceland has been steadily rising and the effect from 

that increase is becoming more and more visible in the economy and 

landscape of small towns in the rural areas. The lack of diversions for the 

tourist travelling in Iceland is slowly becoming the turnaround focal point 

for the rural towns in Iceland. Through examples of successes as is evident 

in the cases of Norðursigling and Bakkaflöt people are becoming aware of 

the fact that tourism can change the landscape of a town where the local 

resources are reinvented or conceptualized to create attractions and 

diversions that can sustain a town on an economical and social level. With 

these evidences of successes the question of availability of different levels 

of financing is raised. Gradually passing the point of being classified as 

high risk investments could attract investors and venture capital enhancing 

the industry. Tourism in Iceland is a relatively young industry and as is 

with processes or ideas that are new or are in the moulding there are certain 

aspects that can become very difficult and complex, creating an 

environment without strategy, focus and co-operation if efforts are not 

combined or the necessary support system is not in place.  There is a 

support and funding system in place in the landscape around both 

companies but the information about it is not readily available to the 

untrained innovator/entrepreneur which in turn diminishes its value and 

functionality. The importance of making funds available for tourism is 

great as many companies in the tourist industry face financial difficulties in 

their start and later on caused by the income being dependant on the high 

season in tourism.  As seen recently in Skagafjörður the restructuring of the 

support system seems to be taking effect creating more awareness of the 

roles the municipality needs to take in correlation with the academic 

environment of Hólar, the government organizations (the Icelandic 

Innovation fund and the Regional Development Institute) and the 

companies in the tourist industry themselves to fully functionalize the 
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tourism environment. In short this is the triple helix model in effect 

entwining the interactions of the University, the municipality, the regional 

development agency and the newly founded Travel service Association of 

the local companies. Moving scientific knowledge into tourism by those 

means could have a large impact on the level of business management and 

marketing capabilities. This would also shorten the gap between the 

academic studies and tourism enabling more beneficial research and create 

more acknowledgements of the issues of the industry.  

If some parts of the government’s strategies and manifesto come to fruition 

in the future the issues the systems face today could very well change 

dramatically.  This would affect issues like transportation i.e. roads in the 

winter, safety issues and access to and from the rivers would be guaranteed 

with a different funding prerequisite that is not in place today. Considering 

the rural landscape of this part of the land the biggest improvement would 

be in the access to and from these attractions. With the discontinued airport 

in Húsavík and the difficult network of roads in the mountains and fjords 

they are not equipped to handle the increasing traffic tourism causes. The 

harsh winters and rural roads can make this very hazardous and time 

consuming for travellers. The need for national attention to these matters is 

required for the growth of the tourist industry. 

The main common policy implications gathered from this work is; 

• The need for a stronger national acknowledgement of the economic 

value of tourism  

• To strengthen the support system for small and medium sized 

companies in the tourism industry that has the available funding and 

resources needed for creating stability, thus laying the foundations 

for investors and new venture capital 

• By increasing the government’s emphasis on improving the 

necessary infrastructure for tourism and taking advantage of 

innovation trough the triple helix model by increasing the effective 

co-operation between the tourism companies, the public sector and 

universities. 
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8.0 Concluding remarks 
At first glance the innovation systems didn’t seem as different as they have 

become in my mind. Both were clearly doing well and offered fresh and 

exciting activities captivating interest of both Icelandic and foreign 

clientele. What took me by surprise was the fact of how strongly their 

attractions are embedded in their regions image and how much larger than I 

had imagined their scale of operations is. As a deeper understanding of the 

innovation systems was acquired other elements also became apparent. One 

was the recognition of both companies of the fact that relying only on one 

attraction can jeopardize the whole system if that is not available anymore 

or if demand falls.   

What is clearly so attractive of the concept of innovation is the multifaceted 

nature of it. Norðursigling emerges from the economic problems of 

Húsavík in the nineties successful in creating new possibilities for the 

community with successful tourism through the concept of nature and 

culture. Bakkaflöt takes the difficult route of bettering an existing 

innovation and making it their own but just a little bit better and more 

successful. 

I have thoroughly enjoyed working on these case studies and the 

subsequent comparison between these innovation systems. The people I 

have met from both innovation systems are in my view visionaries and 

entrepreneurs, strong characters with the audacity and capabilities of 

starting company in a difficult industry at a difficult time. When meeting 

them at their place of operations and interviewing them a high level of 

intensity was visible. They are hard workers with their own visions of how 

things should and could be a characteristic that without doubt plays a 

critical role in the success of their systems. 

It is my gain having had the opportunity to get to know them.  
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Appendix 1 
Interviews: 
 
Hörður Sigurbjarnarson (2007) founder and CEO of Norðursigling. 

Interview conducted on the seventh of March 2007 in Húsavík. 

Ásbjörn Björgvinsson (2007) manager of the Whale Museum in Húsavík. 

Interview conducted on the seventh of March 2007 in Húsavík. 

Tryggvi Finnsson (2007) manager of the regional Development Agency of 

Thingeyjarsýsla. Interview conducted on the seventh of March 2007 in 

Húsavík. 

Gunnar Jóhannesson (2007) project manager of the regional Development 

Agency of Thingeyjarsýsla. Interview conducted on the seventh of March 

2007 in Húsavík. 

Sigurður Friðriksson and Klara Jónsdóttir 2007. Owners of Bátafjör 

Bakkaflöt. Interview conducted on the fourth of May 2007 in Skagafjörður. 

Áskell Heiðar Ásgeirsson 2007. Manager of the marketing and 

development office with the Skagafjörður municipality. Interview 

conducted on the third of May 2007 in Skagafjörður. 

Ingibjörg Sigurðardóttir 2007. A teacher and a specialist at the University 

of Hólar. Interview conducted on the third of May 2007 in Skagafjörður. 

Interview with Haukur Suska Garðarsson, representative of the regional 

development agency of the municipalities.  Interview conducted by Elín  

Interview with Gudrun Kloes, representative of the regional development 

agency of the municipalities. 

Interview with Jóhanna Jónasdóttir, Chairman of the Tourist Association of 

North West.  



                                                                                                   Jón Gestur Helgason 

 83 

Appendix 2 

Interview guide  
 

NICE project 
Anne-Mette Hjalager Version 29.10.2006  
Edward Huijbens Version 2  7. 11. 2006  
Anne-Mette Hjalager Version 3, 14.11.2006 

 

Selection of cases 
 

The research being conducted is based on case studies and focuses on the activities of 
actors and the ways in which they relate to other actors in informal and formal, public and 
private networks and organisations in order to maintain the tourism related activities they 
are involved in. The research is to outline the complex interactions and feed-back that 
occurs between these different actors.  

 
How can we be sure to recognise an innovation system when we see it? We cannot 
entirely, but we can try to approach cases in our screening which are likely to fulfil 
important criteria. 

 
Most of the cases already described in the paper seem to serve the purpose well. Before 
launching into interviews, these and new cases should, however, be screened for the 
following essential selection criteria: 

 
• Success. As this research project is of limited scale, the cases should have shown 

some “success”. It is there fore also likely that successful innovation systems, 
upon which the cases draw, have existed for quite some time, say 5 years or more. 
In the selection of cases, projects/ideas/concepts in their preliminary phases should 
thus be avoided.  

 
• Scale and scope. According to the definition of innovation systems it is also of 

importance that many and different categories of agents have an active share in the 
innovation system. Look for private enterprises, public authorities, organisation of 
various kinds, voluntary networks etc.  

 
• Dynamics. Over a longer period of time, the case should have demonstrated an 

ability to change, adapt, and grow and to include new aspects, concepts and ideas. 
At best, the agents in the cases studied have demonstrated an ability to 
dramatically change courses and to address challenges met. 

 
• Mini and major. The cases studied fall into two categories. A mini case study is 

one that does not necessarily fulfil all the above criteria, especially the duration of 
success. The mini case studies can thus serve to draw attention to certain aspects of 
the innovation system or illuminate certain concepts. A major case study must 
fulfil all the above criteria, and is thus extended and integrated much further into 
the project.  
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Who to address? 
The research approach to the cases studied should be pragmatic. Literature reviews can 
provide basic information. Internet sites are of course also relevant.  

 
Interviews should start with the most central persons in the cases studied, those that offer, 
seemingly the best insights into relations within the innovation system upon which the 
case draws or mobilises and those with the highest interest in it. From here others can be 
included. 

 
An interview is usually not enough to cover the practices of the actors involved, especially 
when we aim to get at tacit or informal codes of conduct and communication. If it can be 
arranged, a degree of ‘shadowing’ (passive participant observation) an interviewee is 
therefore useful in order to give a detailed description of day-to-day activities.  

 
Also a point to bear in mind is that small cases often rely on one or two individuals, in 
these cases intimate knowledge of a related outside actor is important to get an alternative 
view of the case.  
 
 

Important interview questions 
 

It is important that we focus on researching the determinants and driving forces in 
innovation systems, and not to any great extend impacts of innovations and innovation 
systems. The focus is thus on the case and the context of the innovative practices of the 
actors involved. These practices are set in the context of informal and formal, public and 
private networks and organisations, which then drive or determine the way in which the 
case has developed and adapted, and thus the way in which it mobilises and maintains a 
type of innovation system.  The starting point of the case study is often the specific 
organisation that the interviewees is employed with/owns.  

 

The background of the interview person 
 

• The interviewees relations to the place in which the case being studied is found   
• Background in terms of education and experience – (what does he/she bring him/her 

into the case studied)? 
• Initial relations to the case being studied. 

 

The organisation 
 

• A brief history of the case under study. The background, concept and initial idea.  
• Development of the products/services provided. From the original concept to what is 

marketed or provided today. 
• Information about size and development (in terms of employees, turnover and related 

measures of success) 
• Who have a formal ownership? 
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Stories of hardship and change over the past years 
 

• Can the interviewee identify the most important “moments of change” in the case 
being studied?  

• Can the interviewee describe the how you handled the change? What was the role of 
outsiders?  

• Has the interviewee come up with new concepts as a response to hardship or 
opportunities? 

 

The relations of importance for the development of the case being studied 
 

• What important relations does the interviewee have with others outside your area of 
concern? Why important? 

• What important relations are there to other actors in the private sector, for example 
suppliers? Why important? 

• What important relations does the interviewee have to the educational sector? Why 
important? 

• What important relations does the interviewee  have to voluntary organisations? Why 
important? 

• What important relations does the interviewee have to the public sector? Why 
important? 

• Who outside the interviewee’s concerns is regarded as most important for the 
continual development of the case? 

• What is the role of relations in the region/local area in comparison with relations 
elsewhere (e.g. international/national)? 

• What is the role of relations to publicly funded innovation support structures, such as 
venture funds, Tech institutes, universities etc… 

• The nature of these relations: formal, informal, regular or sporadic. 
 

The visions of the organisation 
 

• What are the main visions?  
• Where will the case being studied be in a five years time? 
 
Rules, regulations etc 

 

• Code of conduct! Try to find the ways in which the interviewee addresses and 
behaves in the presence of, or when talking about, various outside actors, 
representing different sectors. 

• Are there unwritten rules in the field which are important for the interviewee not to 
break? (Gentleman agreements, moral commitments etc). Why? 

• Are there any public regulations that have been of importance for the development 
– negative or positive? 

• Are there any “values” that are important for success? Values that apply to the 
interviewee or actors (s)he cooperate with?  
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Acquisition of knowledge 
 

• How does information travel in interviewee’s sector? Where does inspiration come 
from? Identify sources of knowledge.  

o Nature 
o Practice 
o Experiments 
o Experience 
o Other knowledge sources 

• What is the role of the local area/region versus the agents outside, for example in 
other countries? 

• How does knowledge flow within the case as compared to between actors 
interviewed and outside actors. 

• How does the interviewee try to inspire others with what (s)he learned from their 
activities? 

• The role of publicly funded innovation support. Incubators, venture funds and such 
like. 
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Appendix 3 

      Interview dates, times and locations 
The first interview sessions were at the company offices of Norðursigling 

in Húsavík on the seventh of March 2007.  The interviewers were Dr. 

Ögmundur Knútsson from the University of Akureyri, Dr. Edward H. 

Huijbens director of the Icelandic Tourism Centre, Margrét Víkingsdóttir 

from the Icelandic Tourism Centre and Jón Gestur Helgason.  The first 

interview was with Hörður Sigurbjarnarson and Sigríður Þórdís Einarsdóttir 

owners and managers of Norðursigling.  The interview lasted from 10:30 to 

12.30. The second interview was with Ásbjörn Björgvinsson manager of 

the whale museum in Húsavík.  The interview was conducted at the whale 

museum from 13:00 to 14:30. The last interview was with the Tryggvi 

Finnsson (manager) and Gunnar Jóhannesson (project manager) at the 

regional development agency. The interview lasted from 15:00 to 16.45 and 

was conducted at the offices of the regional development agency.  

The second interview sessions were in the region of Skagafjörður. The 

interviewers were Dr. Edward H. Huijbens director of the Icelandic 

Tourism Centre and Jón Gestur Helgason.  The first interview was with 

Ingibjörg Jónsdóttir a teacher and a specialist at the Hólar University. The 

interview was conducted at 19:30 to 21:30 at the home of Ingibjörg on the 

third of May 2007. The second interview was with Áskell Heiðar 

Ásgeirsson the manager of the marketing and development office with the 

Skagafjörður municipality. The interview was conducted on the fourth of 

May 2007 at his offices. The interview was held at 08:30-10:00. The third 

interview was with Sigurður Friðriksson and Klara jónsdóttir owners and 

managers of Bakkaflöt. The interview was conducted on the fourth of May 

2007 and lasted from 10.20 to 12.10 in their diner at Bakkaflöt. 

Additional interviews were used from an earlier case study of peripheral 

innovation policy in the region of Skagafjörður. These interviews were 

conducted by Elín Aradóttir from the Research Institute of the University 

of Akureyri. These interviews were conducted 
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Appendix 4 
  Comparison of main elements (working paper) 

 Norðursigling Bakkaflöt 
Attractions Whale watching 

Whale Museum  
old oak boats that present the cultural heritage 
of the coast culture of Húsavík. 
The Coastal lighthouses in the nort, 
sightseeing tours along the coast. 
Garðarshólmi project, a cultural. 
The town’s Swedish cultural festival held 
every year in the summer time in Húsavík.  
 

White water river rafting.  
Horseback riding and breeding 
Local food 
Culture and history 
Walking trips 
Hiking and sightseeing tours. 

The system The actors and their interactions are described 
and detailed in a flow chart for better 
understanding of their interrelations and 
environment. Various aspects of the system 
are mapped out in the sub chapter’s socio-
cultural, economical, competitive, political, 
regulatory and technical environment.  
 

The system that Bakkaflöt is in and it‘s 
actors detail the socio-cultural, 
economical, competitive, political, 
regulatory and technical environment, 
portraying every factor and the 
relationship entailed in the running of a 
multifunctional business in the tourist 
industry of Skagafjördur. Breaking 
down the elements of that system 
portrays the intricate parts involved in 
the day to day running of Bakkaflöt 
and the innovative aspect of its system.   

Driving 
forces 

The driving forces in the start of 
Norðursigling were the cultural preservation 
of old oak fishing boats. It grew into the need 
for sustainability where  the global interest in 
whales gave them an opportunity to combine 
whale watching tours with active use of the 
old oak boats.  
 

The need to offer diversions for the 
tourist that visits Bakkaflöt. 
Maintaining tourism as a sustainable 
source of income 
Björn Gíslason was a motivational 
force for Sigurður and Klara.  

Impediments The resumption of whaling 
Preservation of a cultural heritage – the old 
oak fishing boats 
Greeting the tourist and boarding the vessels.  
Building of a new floating pier. 
The banking system. ( difficulty as the 
industry is a young one in the moulding and 
the turnover follows a seasonal rythm.  
Competiton – fierce competion.   
Seasonal employment issues. 

The passing of their co-operator in 
rafting, Björn Gíslason. 
The failure of their island sightseeing 
tours. 
Red tape  
Application processes 

Analysis Original the concept was coast culture but 
from the beginning Norðursigling relies on 
the whale watching tourism as their 
backbone.  Today that enables them a certain 
freedom to pursue other avenues and further 
enhance their concept of coast culture.  
Biggest hindrance of their operations is 
Iceland‘s resumption of whaling.  
Whaling is a sensitive topic in Iceland as it is 
considered a token of freedom, an old cultural 
heritage in itself.  (add, define). 
The market of whale watching in Húsavík is a 
duopolistic market where fierce competion 
sets the standard for differentation in other 
aspects than pricing.  Enhancing the service 
quality level and producing better defined and 
varied services. 
Whale watching as a tourism has unified and 
strenghten the moral of the townspeople of 
Húsavík.  
The government support system for tourism 
and innovation is in place through regional 
development and SME support from the 
Innovation fund, but lacks capital to help 
entrepreneurs on a larger level of funding 
when it comes to innovation in the tourist 
industry. The main role of these support 
systems as actors has been counselling and 

The regulatory environment is a 
complex and difficult one. 
The expert knowledge required for the 
rafting on the east river is a hindrance 
as a high level of red tape is involved. 
The duopolistic nature of the the local 
river rafting market has resulted in a 
clear differentiation by Bakkaflöt that 
highlights the value of the quality of 
safety and services offered as the level 
of competition is quite fierce. 
The operations are profitable but do not 
allow for the necessary investments 
needed for further innovation. 
Banding together on a small 
advertising scale Bakkaflöt has co-
operated with three other local 
companies to offer broader array of 
attractions when it comes to marketing 
and competition. 
The Municipality‘s plans to build a 
hydro power plant to harness the hydro 
power of the glacial rivers is a threat 
that has not subsided. Although a bill 
has for now been passed by the town 
council to cancel these plans this can 
be re-proposed at any time. 
The building of a hydro power plant 
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guidance within the regulatory system and 
business planning. Within the banking system 
they have met goodwill though at times when 
growth has been on the rise the banking 
system has pulled back with the worries that 
this wasn’t as stable business as they thought. 
 

also poses an environmental issue that 
has been a hot debate in Iceland. Some 
claim that harnessing of the power 
generated by the rivers is a necessary 
economic factor for the region. Those 
who oppose claim that the further 
disruption of the nature in Iceland will 
do irreversible damage to the local 
wildlife and eco systems and will harm 
the growth of tourism in the region. 
The Municipality of Skagafjörður 
understands the economic value of 
tourism in the region and has crafted a 
cohesive strategy for tourism in the 
region in co-operation with the local 
University of Hólar.  

Policy  
Implications 

Changes in the way tourism has evolved  
The diamond ring route. 
Innovation and entrepreneurship is desirable 
and catching especially when such changes 
are evident and the economic and social value 
so clear.  
There can be dangerous side effects as to 
many companies can follow suit and 
overcrowd potential markets.  
Large cruise ships can stop in Húsavík when 
the redesigning of the harbour is finished.  
The starting a chartered flight from húsavík’s 
airport that had been discontinued and was 
just about sold to a private company that was 
going to use it for something else.  
 

Co-operation between the municipality, 
the companies in the tourist industry 
and Hólar University is necessary to 
enhance the support systems for small 
companies in the region and thereby 
increase the chance of a successful 
innovation and business opportunities.  
Combined strategic planning for the 
region with the motivational forces of 
the actors involved can strengthen the 
image of Skagafjörður and enhance 
existing operations of companies that 
utilize the resources the region has to 
offer. 
A handbook for the business in the 
horse breeding or horse riding tourism 
has been published which details in 
depth the available support system, 
application processes for funding and 
the legal and regulatory environment of 
a company in that business. Making it a 
guide for the already established 
company that is having a difficult time 
navigating through the red tape and at 
the same time easily accessible and 
available for the innovator or 
entrepreneur starting out. A similar 
handbook for a company offering 
diversions on sea or water is scheduled. 
This could simplify matters for 
Sigurður and Klara at Bakkaflöt and 
enable them to focus their efforts on 
the strategic and innovative aspect of 
their operations.  
The future vision of Sigurður and Klara 
revolve around health related 
diversions or services offered in the 
region. They consider Skagafjörður be 
ideal when it comes to the nature, 
culture and history. The perfect 
landscape for a co-operated effort of 
health related businesses or health 
resorts.  Rich with geothermal hot 
springs, mud baths, large valleys and 
mountains where long walks or hiking 
trips take you through places of 
historical importance and 
archaeological significance. If starting 
out again this would be the business 
they would like to establish.  
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 Appendix 5 
 The roles within the innovation systems (working paper) 

Roles within the  
innovation system 

Norðursigling Bakkaflöt 

To create new 
knowledge or  
new ideas 

Norðursigling has continually throughout the 
years tried to use the low season to strategize 
and create new ideas. Starting off with the 
concept of coast culture and the preservation 
of cultural heritage the operations were 
quickly overtaken by whale watching tours. 
Today it is still the backbone of the company 
but making it financially possible for 
Norðursigling in the low season to pursue 
new concepts, such as the “Swedish 
connection” for example and managing of the 
Swedish day festival. 

Little or no time is available in a 
multifunctional business as Bakkaflöt 
operates to strategize or conceptualize 
new ideas.  Much of the spare time that 
is available goes handling application 
processes and red tape. Bakkaflöt has 
not been impressed with the way the 
support system has been handled in the 
region and is not readily willing to 
commit to it, partly as little or no extra 
time is available.  

To enhance the 
search and diffusion 
of knowledge and 
ideas 

The system of Norðursigling is in a small 
town where frequent interaction occurs. 
Norðursigling both travels internationally to 
gain knowledge on similar systems of 
operations. 
 Co-operation with other actors in the system. 
Results in dissemination of that knowledge 
and ideas within the innovation system. 
The diffusion of knowledge about the nature, 
culture and history is an element of their 
concept of coast culture as a tourist attraction. 
With tourists coming to the system to acquire 
that knowledge because of interest. 

The diffusion of knowledge by 
Bakkaflöt has mainly been enhanced 
with the importing of expert river 
guidance from Nepal.  The efforts from 
the municipality and university to 
diffuse knowledge into the system are 
in the starting stages. The co-operation 
from Bakkaflöt has been minimal as 
they haven’t felt the effectiveness of 
such diffusion promised. 

To create  
human capital 

A family owned business that tries to hire 
people from either their own town or from 
other rural areas as they feel that the city 
mentality doesn‘t work as well within the 
company.  They also feel that the employees 
that have been from the city think of the job 
as to short term so they try to pay better than 
average wages and make them a part of the 
„family“ 

Bakkaflöt a family owned business that 
builds on full time guides that are able 
to do other functions in a 
multifunctional business. Hiring guides 
from Nepal in the high season who in 
turn train local guides.  When the local 
guides have quit they have been 
available for guiding around the peak 
weekends as much for their own 
pleasure as for the salary. 

To supply capital Whale watching is the backbone of 
Norðursigling with the high season generating 
enough income to pursue other avenues of 
innovation or spin-off’s, building or adding to 
the existing structure or strategizing and  
defining their services in their low season 

White water river rafting generates 
enough income to run a multifunctional 
business throughout the year.  

To test and  
implement new  
products or  
services 

Norðursigling has created longer tours with 
more varied diversions that they are testing 
out.  These include a three day sailing trip on 
the same route as Iceland’s first settler 
Náttfari sailed in the ninth century.  Stopping 
on islands and spending the night, sailing 
along the coast line with guides relaying 
history and information about the landscape 
and nature.   

Bakkaflöt has paved the roads to and 
from the rivers for better and safer trips 
for their customers. They have also 
built small houses for equipment and 
supplies on the riverbanks. When no 
funding was available for this venture 
they gradually built this themselves.  

To ensure  
Synergy with  
other economic  
activities 

By using their low season to strategize and 
add to their operations, Norðursigling has 
built a restaurant and a coffee house that they 
lease the management of. With this their 
income is fixed and they are able to focus 
their attention on the business at hand in the 
high season and also continue their 
strategizing and business expansion during 
the low season.  This also creates a network 
of businesses that they maintain a certain 
quality control over.  

Bakkaflöt is in a collaborated 
advertising system with other 
companies in the region. This is an 
effort to compete and to be able to 
offer the same range of services and 
attractions as their competitors. 

To control  
competition 

Norðursigling has bought out their 
competitors in order to stay alive in the 
market.  They see competition as a an 
unnecessary interruption to their operations  

Bakkaflöt monitors closely the actions 
of their competitors and react quickly 
to price, change of services. They have 
a head start on their competitors as they 
have full time employees that have 
more functions than guiding. They also 
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own their own coaches and maintain 
themselves. A  

To facilitate  
the formation  
of markets 

With the innovative approach Norðursigling 
has succeeded in creating a cultural concept 
alongside the whale watching business.  This 
has enabled them to create a new market of 
cultural meaning as Húsavíkur’s location is 
based on the cultural heritage of the first 
settlers of Iceland. By  

Bakkaflöt focuses on their niche and 
have had little time to strategize and 
form market.  They nurture their own 
operations and put extra emphasis on 
doing that 110%. 

To create new 
organisations 

Norðursigling has actively been creating new 
organizations in the off season that they lease 
the management of. New organizations are 
still in function in the system of 
Norðursigling. 

Bakkaflöt created a new organization 
with other actors in their region that 
focused on sightseeing tours around the 
islands on the bay.  Encountering 
difficulties with both the support 
system and funding the operations 
stranded and Bakkaflöt lost their 
investments. At this moment in time 
there efforts have been hampered by 
red tape and have not been able to 
strategize or create new organizations. 
Still they have the ideas and the origins 
of a concept of a health related 
operations. This is the future vision of 
Sigurður and Klara at Bakkaflöt. 
As Bakkaflöt is a multifunctional 
business and focus on other aspects of 
their system in the off season they 
haven’t been able to strategize plans 
for the expansion of their business.  
and have been using their extra time to 
handle the red tape that follows  

To create and  
legitimise new 
institutions 

The success of Norðursigling has put them in 
a leadership role within the community of 
Húsavík.  In that role Norðursigling seems to 
encapsulate the motivational force needed for 
the growth of local businesses. By 
empowering the cultural aspects of the region 
and creating concepts thereof other 
entrepreneurs are able to capitalize on the 
innovative aspect and start  

Bakkaflöt has created new operations 
throughout the time but have switched 
their focus when they have not been a 
total success or seem to have 
difficulties developing.  Centring on 
river rafting and putting all of their 
effort on that attraction besides the 
running of their board and lodging they 
have been successful. 

To legitimate and 
promote the  
system vis-á-vis 
 the environment 

Norðursigling have built the foundation of 
their operations on the various elements of the 
nature. Offering nature orientated sightseeing 
tours based on the whale watching business 
and co-operating with the Whale museum 
they actively promote the environmental 
principles and the effectiveness of the tourism 
of whale watching in that purpose.  

Bakkaflöt promotes white water rafting 
with the purity of the image of the 
nature of Iceland. An issue that is a hot 
debate in the region as plans of 
building a power plant were being 
planned by the municipality. 

To wipe out  
Obsolete 
 Organisations 
 and institutions 

Norðursigling are become more self 
dependant when it comes to funding and 
support systems. The reason being the 
inadequacy of those systems that have been 
available in the past. By surviving without 
using those systems and expand their 
operations Norðursigling has gained a voice 
in regard to these matters.  The funding 
system was available but as most of the 
capital was tied in the software sector after 
the internet boom the rural areas suffered.  
has demonstrated that a change is needed in 
the way the innovation funding is constructed 
and 

The failed operations of islands sailing. 
Deciding to stop this venture as the 
opposition they had met in the year 
operating extended further than just the 
normal difficulties of starting new 
operations. 

 


