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Ladies and gentlemen

| warmly welcome you to this conference.

1. Lessonsfrom the Past

In our field of study we are building bridges aatisne and space,
a task which is not only complicated in itself, lalgo requires that
we take into consideration an environment whictoisstantly
changing.

We are living in turbulent times, times we somesmdescribe as
the "new economy", which refers to rapid economamagh founded
on technological progress, notably in informatiechinology and
biotechnology. Similar changes have occurred befotke history
of mankind. The last one took place 250 years agjuesbeginning



of the industrial age in 1750, which started with ttilization of
the steam engine and contributed to urbanisation.

If we go further back in the history of mankind thevere great
changes 500 years ago in 1500 when European cesietsnquered
the Western World, no small feat of logistics. @pback another
250 years to 1250 brings us to the beginning oRblkaissance,
another time of profound change and discovery. AeoR50 years
bring us to the year 1000, to the Viking Era whastvmigrations
changed the face of Europe.

| am not proposing a thesis that all great chawgesar every 250
years, but it is remarkable that all these changbkatever their
timing, deal with building bridges across time apace.

History provides us with numerous insights into beid of study,
and perhaps we do not pay enough regard to the@wdwof
yesterday and the similarities between the problemare now
confronting in private and public undertakings amderprises. In
this sense some of the problems facing the Ronmag during the
occupation of Asia Minor bear some resemblancldahallenges
facing modern IT enterprises in using the Intemeheir
operations. We can, ladies and gentlemen, leardrftam other
disciplines.

But there are also vast differences. The framewbrkodern
science is quite new. The world has undergonenafisamation in
the space of a few decades, let alone two milledroday the
population of the earth is about 6 billion, compghie 1.3 billion in
the year 1900 and an estimated 300 million at thtk bf Christ. In
25 years from now the inhabitants of this earth kel 8 billion. It
does not take a sharp mind to see that thesevidttompletely
change the problems we face and the ways in whefage them.



2. TheCultural Sector in an Small Society

Culture as a major factor of any nation and heawillpenced by
globalization is defined as any human behaviorctivily passed
from one generation to the next, which describessgtes, preserves
or transmits emotions or surroundings of humanetgctonsisting
of languages, beliefs, ideas, customs, arts, spmrtsther related
aspects.

Culture can be regarded as a positive externdldgause increased
cultural activities result in a more diverse socitd offer more
possibilities for a happier life. Culture can alsdregarded as a
public good, as in the case of cultural heritagee Of the problems
of attaching a price label to culture is that igbue is not always
obvious, and the value may change from one geoertdithe next.

This figure shows the contribution to GDP of seVargportant
industries in Iceland.

Fig. 1: The percentage distribution of GDP by some industries
1999 in Iceland
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The contribution of culture to GDP is higher thareanight expect.
Culture adds more to GDP (3.7%) than agricultur@%d) and not
much less than fish processing (4.6%) in Iceland.

Most of enterprises involved in cultural activitiesliceland are
SMEs. Of cultural enterprises in Iceland, 79% hinkeemployees,
16% have 5-20 employees and 5% have more than glbgees.
The business activities of artists are frequentiyduicted in very
small units or organizations. The cultural secttaats
entrepreneurs, and new enterprises in culture@agecommon in
Iceland.

The second largest group of SMEs is the culturetiosereflecting
the characteristic of cultural activities of beicgnducted in small
units. This leads to the conclusion that SMEs enjgyrong position
in the cultural sector and economies of scale atas well-known
as in other industrial sectors.

3. TheGlobalization of Culture

The globalization of culture is a flow, which isazhcterized at each
time by its volume. Literature, music, art and lavcross the
world. Public authorities, usually democratic eéecauthorities,
normally supply public goods. This production obgs and
services results in positive externalities, whicipioves the lives of
the general public.

The increasing influence of globalization is im@mittas regards
culture. One way of analyzing this is to focus lba éffect of five
facts (Held et al., 1999). First, that the rootshaf globalization of
culture and its influence on the economy are vesspd They lie
many centuries back. Second, that the developmeamt the middle
of the 18th century has been characterized by dh@rthnce of
western ideas. Third, that cultural progress okergast 200 years
has been within nation-states and among natiorialres. Fourth,
that technological progress has changed the dewelopof culture



profoundly and increased its distribution exporadhti Fifth, that
the diversity is so great that it is difficult toalyze the beginning of
the cultural ideas forming the context of globdtune.

It is important to see the advantages of globabmatsuch as bigger
markets, lower transaction costs and a greatees#ndentity,
which contributes to peace. Not everyone agredslibae
advantages in fact exist, and instead highlighiouarrisks and
limitations caused by globalization.

Culture represents a significant value for eaclhviddal, and it is
Important to ensure the greatest possible accesvéoyone in all
communities. Considerations of equality are impartagarding
access to cultural activities. Global public goaig;h as cultural
activities, have to reach a large majority of tiopuylation of a
country and reach more than one group of natians also required
that global public goods meet the needs of pregemerations
without putting at risk the needs of future geners. This is the
principle of sustainability, which is here adaptedhe concept of
global public goods. Culture fits very well withihis concept,
because people are trying to preserve culturakrsitye and
globalization is often seen as a threat to thialide

SMEs are extremely important in this context, adgewample
being the Icelandic company Smekkleysa, which firatketed the
world famous singer Bjork outside Iceland. Suppoiiuch
enterprises can result in a rapid recovery of edjeres.

It can be argued whether all cultures have the sgpertunity to
make their influence felt. Small areas often dtwa\te the financial
ability to spread their influence. The questionehisrwhether small
cultural areas are at risk owing to increased diphi@on, not only
because their societies are receivers rather ttupers, but also
simply because they are small; the main issue &lvén cultural
diversity is in danger.



The priority of a sector can be described in teofthe amount of
public expenditures allocated to that sector. eamtries with a
relatively low population it is important to stremgdtural affairs. We
suggest propose the hypothesis that governmertuotries with
small populations spend more on cultural affaientbountries with
large populations.

The hypothesis of no connection was tested fordlintries, which
are all part of the de”veloped world with a highdme per capita.
This is significant at the 5 percent level. We dade that countries
with small populations spend more on cultural afféihan countries
with large populations. The emphasis of smalleiomaton cultural
activities is understandable because they areirfighior their
cultural heritage in a world characterized by iasiag
globalization. Iceland is a good example of this.

4. Resource Management in the I celandic Fisheries

Culture and globalization are of course relateth&resource
management of any countries. Fisheries, which iarded! into
fishing and fish processing, have always playedrg important
role in Iceland’s economy. In 2000, 9% of the labfmuce was in
fisheries, which contribute 10% of the GDP. In 20fi€h products
are 63% of the export of goods and 40% of foreigmency
income. The fishing zone around Iceland was expaiald?2 miles
in 1958, to 50 miles in 1972 and to 200 miles ii@.9Today, the
200 mile fishing zone is the general rule in theldioThere were no
limits on fishing in Iceland for most of the 2@entury, but since
1990 we have a system of individual transferalslifig quotas
(ITQs). The total allowable catch (TAC) is decidedone year.
Fishing vessels get a share of the total catchdoaseheir fishing
experience of three years.

To give an example, let us assume that a boatvexai 0.1% share
of the annual haddock catch. The Minister of Figsebased on
scientific advice, decides the TAC. If the TAC faaddock is



decided 50,000 tonnes this vessel get 50 tonnleadsfock for the
next year. The company owning the vessel can ¢hislguota, but
it can also lease additional quotas from other congs or lease a
part of its own 50 tonnes to other parties. It rmbp buy or sell its
permanent share. One argument for the ITQs iditbatrade has
the same reward in fisheries as elsewhere. Systaniar to that in
Iceland have been implemented e.g. in NamibiaNtderlands
and New Zealand.

Iceland is among the biggest fisheries nationsiefworld. In 2001
Iceland caught 2 million tones and was on the pldbe in the
world. The biggest fishing nation of the world iki@a. Fish
farming or aquaculture has increased much they&sts but fish
farming in Iceland is very limited.

Fisheries differ from other industries. The fisteif is a wild, living
animal, mostly caught on the high seas for humaswamption.
This kind of food production is very rare in thendo Most animals
for human consumption are farmed in limited ar&ash is an
extremely vulnerable, organic product and get weessly if no
protection are done, e.g. by placing it in ice argessing it by
salting or freezing. The fish banks in the highssaa far and wide
distributed. Although technical progress has besy extensive in
fisheries, especially regarding electronic fishdiing instruments,
catches are very uncertain, which makes fishingky business.
Management in fisheries by authorities or by pevampanies is
very difficult compared with other industries.

The fisheries management in Iceland is an exanfenwodern
resource management in a society, which has stndragtructure.
That is not the case everywhere in the world. Naare to the
problems of management, especially resource maragamthe
developing countries.



5.  TheNew Institutional Economicsin the Developing
Countries

80% of the world’s population have no access tkivanservices.
The distribution of income in the world is very gpal. Of the six
billion people in the world, 1.2 billion have torsive on less than
one dollar a day. 10 million children died in 198@m preventable
diseases. In 2000, the gross national income in(péehasing
power parity) per capita in the world was $7,400low-income
countries, where 40% of the world’s population Jittee GNI in
PPP per capita was $2,000, but for high-income trms) where
15% of the world’s population live, it was $ 28,000

Economic growth in the developing countries is wareand very
slow. Out of 95 developing countries, 28 had a el&®e in gross
domestic product per capita between 1964 and 1&I€8ugh
progress in biogenetic sciences will help in thepdy of food,
increased capital, mainly human capital, in thenfof education
and knowledge, and social capital is a preconditorsuccess.

The new institutional economics provides usefulgdor analyzing
incomplete information, weak infrastructure, urable legal
systems and high transaction costs as is commttre ideveloping
countries. Institutions represent the formal aridrmal rules.
Organizations, which include enterprises, are ge#stors who co-
operate in production. Property rights are defiagdhe rights of
individuals to use resources.

Transaction costs arise because of incompletenrdton. One
person may know more than another in any giverséetion.
Communities with weak institutions, as in the depatg countries,
have fewer possibilities and less confidence imtlagket, often due
to little information.

Anyone who controls something as in the propegkts theory
must be subject to some rule of order, whether at mational
constitution, legislation or a contract. In manytpaf the world,



very big economic activity takes place outsidedbenestic legal
order. NIE is very suitable for analyzing many adp®f such
extralegal activities, especially the structurg@dperty rights.

Independent economic activity which is not docuredranywhere
by public authorities forms a part of the systenmédrmal rules
that exist in any community. Activities outside ttamge of formal
rules involve high transaction costs and preveatfdnmation of
capital because assets cannot be used as colksiteraltheir
ownership is not formally registered.

The informal rules have a direct relation to theéhndology of NIE.
If changes are made to the formal side in resoma@eagement it is
important that they are reliable with the informales. If no
account is taken of informal rules in the courseebbrm, it is likely
that the reforms will fail.

Hernando de Soto, the Peruvian scientist clainisttigaprimary
problem of the developing countries is that asaetsnot registered
and therefore not creditworthy. That is the sanoblgm that the
industrial states faced 150-200 years ago. Thelgmobf the
developing countries is primarily that they havepoagsibility of
obtaining credit based on assets, which are sagmfibut
unregistered. This problem is multiple by the la€kules and the
great migrations from rural areas to urban arehgreva large part
of economic activities is extralegal.

Proper administrative procedures for establishimogperty rights are
extremely important, but slow, inefficient admimggtve
procedures, e.g. registration of companies, asset®perating
licenses, are a great obstruction to progress.

Of equal importance is the legislative frameworktHe developed
countries, the sale of real estate is regardedasitvely simple
act, although it involves a complex process, wisdhundreds of
years old. This process and infrastructure is ltagkn many
developing countries.
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The importance of getting a grip on extralegal proprights is
clearly revealed by de Soto, who points out thia¢ ‘tecognition
and integration of extralegal property rights waeg element in
the United States becoming the most important magenomy
and producer of capital in the world” (de Soto, @00. 148).
Unclear property rights are an obstacle to econgmuuvth.

Appropriate structure of social institutions isragondition for
prosperity and an ineffective institutional envineent combined
with the inability of government to reform the eronment is the
major obstacle to economic progress. The probldms o
microfinance, which we have discussed in connectitin property
rights, are largely caused by inappropriate ingtihal
environments.

6. Closing Remarks

A precise definition of terms is the essence odérsoe and
philosophy. It makes no difference whether the oetis
experimental, as in science or theoretical, ashilogophy. In any
case, the boundary is unclear and there is mu¢th#izaremained
unchanged for a long time, as the saying “in Staikn ante” or “in
the state in which it was before” is a very old .one

| believe it is very important, precisely in ousdipline of science
to focus on the whole picture even though it kepgsanding.
Modern economics is a way of thinking, a philosopdhgxplain
activities in an economic environment. Systemshatiogophy have
always been a part of human culture as a frametWorgonclusions
and research. Our discipline is no exception. iebelit is even
more important than before because in the new eugrahanges
are occurring much faster than before.

The flow or the movements of materials and inforarats nothing
new. The Greek philosopher Heraklitos said 2500s/ago:
“Everything flows”. And he said too these magnifitevords: "We
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can not step twice into the same river. By the sddone neither
we nor the river are the same.”

The ability to take in the full picture is illusteal also by the fact
that many pioneers engaged in many professionadaatemic ones,
thereby gaining a broader view of their scientifiadies. For
example, Joseph Schumpeter who is regarded as ¢time leading
scholars of the new economy was for some timeitta€e minister
of the Austrian government.

Although we point out here the necessity of drawpagallels with
what has happened before we must not generalize@and
guestions cannot be answered. For example, isnafbon
technology more important than the RenaissanceRDidhld
Coase contribute more to new thinking than Ren&@réss did? At
any rate, these questions show us that developameinprogress are
neither an exclusive feature of the 20th nor th& 2é&nturies.

We can learn much from the past. Most of you avenfother
Nordic countries, and may therefore recognize te®han and the
poet Snorri Sturluson, who wrote much about thedidkings over
three quarters of a millennium ago. In one of lasttknown works,
Heimskringla, or "The Circle of World" he said, and | quote: fAr
knew very much of old wisdom both from this courdnd abroad.
He learned from old and wise men but he was hinesajer to learn
and had a good memory”. Unquote. Let these old svbedyour
guideline for your further study.

| declare this conference open.



