Interview with Svafa Gronfeldt

Talent and survival.
The Iceland case

ANTONI GURGUI

Iceland is a country located on the North-western edge of Europe in the
North Atlantic Ocean, between Greenland and mainland Europe. Its
territory comprises the main island and several smaller ones,

with 103,000 km? (three times the area of Catalonia) but only
301,500 inhabitants. Apart from its extreme climate and high volcanic
activity, Iceland is famous for having led world living standard statistics,
with a spectacular evolution of its economy as to opening and
globalisation as well as its capacity to innovate, especially in new
energies, biotechnology, etc. However, it went almost overnight from
enjoying the advantages of a small, very advanced country to suffering
unprecedented disruption by which this very globalisation and financial
turmoil almost led it to bankruptcy. As Svafa Gronfeldt tells in the
interview, now is the time to see if investment in training and talent
Iceland has given priority to are really the key to surmount the worst
crisis. Without any doubt, it is a fascinating country and an evolution
worth to be followed from close.




Long-term planning and talent are intima-
tely related. In this respect, what has been
the option of the Icelandic educational
system, especially in higher education?

Svafa Gronfeldt (5G): In this small country we
have seven universities and one of the highest lev-
els of university enrolment in the world. So there
is a lot of emphasis on education and higher edu-
cation, and we have a beautiful system in that we
have one major university, the University of Ice-
land, that covers more or less all the necessary
subjects ranging from medicine to philosophy.
Then we have technical schools like the school I
head, which focuses on business and technology,
and then we have art institutes and different types
of universities. So we have a beautiful collection of
different universities that people can choose from.

There are two things that make it a very successful
system. One is that we have a student loan fund.
Every Icelander who wants to go to university, ei-
ther in our country or anywhere abroad, has ac-
cess to the student loan fund granting loans for
tuition and board, which makes it possible for us
to really go to study anywhere we want. So Ice-
landic universities compete amongst ourselves for
students and at the same time we are both work-
ing and competing with universities around the
world to offer something that our students like.
This has been possible thanks to a close interna-
tional collaboration between universities. At the
Reykjavik University, our strategy is that we team
up with the best technical universities, with the
best business universities. In my school, our teach-
ers come from 23 different countries. So we are
trying to use Iceland’s location between the US
and Europe to attract different talent, to attract dif-
ferent points of view. We have teachers from the
US, teachers from Europe, teachers from Asia. So if
you come to Iceland and you attend university ed-
ucation in Iceland you really get the entire picture.

On the other hand, the Icelandic system is open.
Anyone can come to a university in Iceland; tuition
fees are very, very low compared to the rest of the
world. Many of our state-run universities have no
tuition fees. The private universities that I head
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association and the industry association, and we
have very modest tuition fees. The emphasis is to
make sure that we combine the best of academia
with the best from the business world, from indus-
try. So the system is simple, open and funded to
some extent by the government to make it accessi-
ble to everyone. That is why the tuition is so low,
to make sure that anyone coming from any kind of
background can attend higher education if they
meet the quality requirements.

What have been the changes to the Icelandic
economy in recent years?

SG: In the 1970s, Iceland was one of the poorest
countries in Europe. We had a closed system, with
very high governmental involvement, a lot of reg-
ulations and our economy was very monotonous
in the sense that we had very few industries. We
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relied on fishing to a large extent and the level of
education was relatively low compared to what it
is today.

We need to make sure that anyone
coming from any kind of background
can attend higher education if they
meet the quality requirements.

Then there was the opening up of our system, the
government began to decentralise; the regulations
were changed to enhance innovation and the
growth of new industries. When the banks were
privatized, a lot of energy was released in the
sense that a different approach to funding was
born and we became globalised very quickly. We
had all different kinds of industry coming into Ice-
land because we are a very small market and so if
we want to grow, we need to grow out. So very
quickly Icelandic companies began to outgrow
their own home market and began to develop sis-
ter companies and companies all over the world.
So in a relatively short period of time, the Icelandic
economy changed from being a very closed, local
economy to being a wide-open global economy,
and Icelanders have operated and, in spite of re-
cent events, we have operations in different parts
of the world. If I try to make it a little bit simple,
that is really the biggest change. A combination of
changes in the government, in terms of rules and
regulations and decentralisation. Changes in the
way business and the economy was funded and
changes in the level of education and the globali-
sation. That is really the three or four major factors
that have changed Iceland. The standard of living
is now one of the highest in the world and it will
remain very high, in spite of recent events, because
we are survivors. And like someone said, this is-
land has been trying to kill us for eleven hundred
years and we are still here.

Perhaps you became too globalised. Did you
trust the rest of the world too much?

SG: This is a very interesting subject. There was a
very interesting article in the US press a few days
ago saying that someone in America had this idea

to develop these bad loans, someone in California
bought a house that was too expensive, that led
somehow to the fact that Icelandic banks defaulted
and then someone in Europe is now not getting
their money back. A few years back, countries were
independent in the sense that if there was a reces-
sion it could be limited to within their own bound-
aries, but today, with globalisation, something that
happened in California is now really devastating
Iceland, and then it also impacts Europe and so we
are all really in it together. So I hope that our gov-
ernment will make sure that we remain a full force
partner in the rest of the world economy, and
there is no way to close our boundaries because of
this financial crisis and we will be back.

I wanted to talk also about mobility of stu-
dents and entrepreneurship. Can you say
something about those two topics?

SG: I would say one of the key success factors in
Iceland in the past few decades is education and
the level of education. We have a very good school
system. You can go to school in Iceland and it’s
free. And then when you reach university level you
have the freedom to choose any school you like
within this country or outside the country so now,
for some reason, over 90% of those who go abroad
to study will come back.

That’s amazing,.

SG: And this is quite unique because for many
countries like Iceland who are at the edge of the
world, the experience is the opposite. For instance,
many of the African countries, many of the Asian
countries, many of the Eastern European countries
have 10% coming back, but 80-90% don’t come
back and never bring their knowledge back to
drive their economy. But Iceland has managed to
lure students back, and although we keep saying
it’s because of the bad weather, that is not the
case; it is of course because we have a quality of
life here that money can’t buy. For instance, our
kids can go out and play and we don't have to
worry about them. We have neighbours who take
care of each other; we have this sense of commu-
nity that we like to come back to. And then, of
course, we have had a great economy and great



businesses being born in Iceland, and I think that
is why the young generation keeps coming back:
because they get the best of both worlds. We get to
work to a globalised economy, but at the same
time we live in a small village where we have this
community. So I think that one of the key areas in
trying to retain your talent is that it’s not enough
to educate and create the talent; you have to be
able to maintain it and keep it. And you can only
do that by creating a community and the quality of
life they seek. So that’s one of the key elements
we're now facing.

Iceland came from being one of the
poorest countries in Europe to having
one of highest standards of living in
the world. This has been possible
thanks to a combination of changes in
the government.

Will we suffer what is known as the brain drain?
Will the talent leave the country? My guess is no,
it will not leave, because we need it. That’s one
thing about survival. I know in Spain you have the
same; you have the fishermen and you have the
people who have survived everything, so you
know that when the sea gets rough, every hand is
on deck really to try to help. We feel now that
people want to stay in Iceland, they want to create
more businesses, more jobs and make sure that
we are back on our feet.

But you don’t achieve this by chance, I mean
there has definitely been some kind of stra-
tegy on your part to foster those values.

SG: Yes, the Ministry of Education has had a very
clear strategy for the last sixteen years, of spending
money on the educational system and on the stu-
dent loan fund to create the kind of environment
that fosters the kind of talent that we are seeking.
So the strategy has been that instead of trying to
regulate, the system is open. People or the govern-
ment have created the environment for different
universities to grow. One of the key elements be-
hind their strategy is that they create the platform,
but they don't try to over-manage it. So you have
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the best people creating their own opportunities.
There has been investment in education, innova-
tion and new job opportunities in Iceland in the
last decade, so there is a lot of flexibility here to
create companies and innovate. And when you
mix together well-educated people with this sur-
vival spirit or this adaptive spirit that people like us
have, you are bound to come out with an economy
that is very vibrant and very adaptable. So clearly
this strategy was to spend on education and see
what develops.

One thing that often happens in over-deve-
loped societies, even with very good educa-
tion systems, is that young people tend to go
towards social sciences instead of studying
more economic, science and technology sub-
jects. Has this happened in Iceland?

S5G: No, not yet. What is happening is that there
is a lot of emphasis on business-related topics.
The topic with the biggest growth over the last
few years has been business schools and engi-
neering. Besides these two elements, the govern-
ment has also been trying to emphasise the need
for technical innovations. They have been sup-
portive both in terms of where they allocate mon-
ey, but also in the way they talk. Their strategy is
that we need to build our technical capabilities
and so new engineering programmes are being
developed every year and we see a lot of growth
in computer sciences, engineering and related
topics. At our school for instance, we focus only
on business, law and technology and also on pub-
lic health, because that is a fundamental issue;
you have to have quality of life.

One of the key areas in trying to retain
your talent is that it's not enough to
educate and create the talent; you
have to be able to maintain it and
keep it. And you can only do that by
creating a community and the quality
of life they seek.

What will happen now is a big question because
people will say that now more than ever we need
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educated business people, and we need engineers
to come up with new innovations, new jobs and
new opportunities. I certainly hope that this will re-
main the case. Of course, we have social scientists,
but the biggest growth has not been in that field.

When I asked you this question, your initial
answer was that it has not happened yet. You
used this word, and afterwards you explai-
ned that possibly because of this crisis we
are going through this won’t happen in the
near future. But let’s imagine we have not
had this crisis. Then, would you be afraid
that this would happen? Could something
be done about it?

SG: I'm not afraid of the social sciences per se. Of
course they enrich our lives and they have a place
in our lives. But we need to have balance. We need
to have social sciences, we need to have technolo-
gy and we need to have business know-how. So
one school of thought on this is that what we are
going through now actually needs people to go
into more humanistic subjects like anthropology,
sociology, psychology, because we have, temporar-
ily, fallen flat on our faces when it comes to busi-
ness. There are some people who say that what we
are going through now will actually lead to more
people going into social sciences, art or more hu-
man topics. But what society needs now is more
business and technology. I think when countries
become rich and people don’t have to survive
every single day they perhaps have more opportu-
nity to explore the finer things of life like the arts
and human sciences.
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Do you think that small states have advanta-
ges or disadvantages in fostering talent and
do they have specific strategies for that?

SG: Iceland is like a laboratory because both pri-
vate companies and the government can imple-
ment strategies, and we see instantly whether it’s
working or not. We will see, day by day, if this in-
vestment in talent will pay off, because when the
government set the strategy of investing in talent
and they wanted to base this country on a pool of
talented individuals, they were saying that if we do
that, then we will have a better quality of life. That
certainly has turned out to be the case. This coun-
try has developed greatly under this philosophy.
However, now, when the going is tough, will this
talent have the brains and the ability to use all this
knowledge to turn a very bad situation into an
even better one? I think that the true test of our
talent is exactly now. As a small state, it is so obvi-
ous if we succeed or fail. I think these will be very
interesting times, although we would love to have
some of this money we lost back! But the key ele-
ment now in our dialogue in this country is that,
OK, we lost some of our money, but we will make
it back and then we will make even more money
and we will make it in a better way than before;
we will learn form our mistakes.

But the key priority, as I said, is to maintain our
top talent in the country and also to attract talent
from the rest of the world to create an even better
society. And although no one would have wished
for this to happen, the true test of our talent now
is to see how quickly we recover from all of this.

and industry.



