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Húsavík 



Added value in geothermal 
Source: National Energy Authority of Iceland  

Húsavík 
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Sophistication of   
company operation 

 and strategy 

Microeconomic  
competitiveness 

MICRO 

Macroeconomic 
 competitiveness 

MACRO 

State of Clusters  
development 

National business 
environment (NBE) 

internal skills, 
capabilities, and 
sophistication of 
management 
practices of 
companies 

a critical mass of 
firms & 
institutions in 
each field to 
harness 
efficiencies and 
externalities 
across related 
entities 

the external 
business 
environment 
conditions that 
enable company 
productivity and 
innovation 
 

Macro 
economic 

Policy 

Fiscal Policy: 
Public spending aligned with 
revenues over time 

Monetary Policy: 
Low levels of inflation 

Macroeconomic Policy: 
Avoiding structural 
imbalances and cyclical 
overhating 

Social 
Infrastructure &  political 

institutions  

Human development: 
Basic educaiton, health care, 
equal opportunity 

Rule of Law: 
Property rights & due process 

Political instiutions: 
Stable and efffective political 
and governmental processes 
and organizations 

What determines Competitiveness?  

www.icelandgeothermal.is 
 



Added value in geothermal 

Benchmarking Competitiveness  
 Iceland’s Competitiveness Profile, 2011  
 

Country Competitiveness (28)  
 

Macroeconomic  
Competitiveness (35)  

 

Political Institutions  Macroeconomic  

 (30)  Policy (130)  

 

Rule of Law (14)  
 

Human  
 Development (7)  

 
Significant   

Microeconomic  
 Competitiveness (28)  

 

National Business  Company Operations  

 Environment (29)  and Strategy (25)  

 

Iceland’s GDP per  

 capita rank is 15th  

versus 132 countries  
 

Moderate  Moderate  Significant  
 disadvantage  disadvantage  

 

Neutral  
 advantage  advantage  
 

Note:   Rank versus 132 countries; overall, Iceland ranks 15th in PPP adjusted GDP per capita and 28th in Global Competitiveness 

Source: Institute for Strategy and Competitiveness, Harvard University (2011), based in part on survey data from the World Economic Forum. 
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What is a cluster?  

• A geographically group of companies and 
associated institutions in a particular field, 
linked by commonalities and 
complementarities.  

 

• In a cluster there is a system of interconnected 
firms and institution whose value as a whole is 
greater than the sum of its part. 

www.icelandgeothermal.is 
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Prof. Porter in Iceland 2 Oct 2006    
Drivers of Iceland’s Competitiveness  

• Overall strong context conditions provide opportunities.  

• Wages are relatively high after recent growth ahead of competitiveness 
improvements, a sign of the overheating economy. 

• Iceland’s prosperity is ahead of its competitiveness, supported by a strong context 
and clear cluster-focus.  

• Improving microeconomic fundamentals 
- Key strengths in infrastructure, basic skills, administrative capacity, and openness to 

competition. 

-  Key weaknesses in the innovation environment, depth of clusters, and demand 
conditions. 

• Iceland has developed a focused portfolio of traded clusters: 

 -    Established: Energy-intensive metal production and Fishing  products. 

 -    Emerging: Life Science, Speciality food, Specialty apparel, Tourism. Geothermal.  

• Icelandic companies are internationalizing. 

 
www.icelandgeothermal.is 
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Net Primary Energy Use in Iceland, 1940-2009 
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Source: Natural Energy Authority of Iceland 
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International Perceptions About Icelandic Geothermal 
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Leading in… 

Percentage of 
respondents 
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Mobilizing the Icelandic Geothermal Cluster 

 

Phase 1 

Mapping and 

Profiling 

• October 2009 – October 2010 

• Mapping of the Icelandic Geothermal Cluster 

Phase 2 

Platform 
Creation 

• November 2010 – June 2011 

• Cluster workshop. Steering committee 

Phase 3 

Implementation 

• July 2011 –  

• Implementation of the cluster initiative 

www.icelandgeothermal.is 
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Iceland Geothermal 2010 – 1 Nov 2010 

www.icelandgeothermal.is 
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The Cluster Diamond 

www.icelandgeothermal.is 
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The Icelandic Geothermal Cluster 

www.icelandgeothermal.is 
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Service Providers 

Knowledge Core functions 

Distribution 

Direct utilisation 

Government 

Equipment suppliers 

Associations Support agencies 

Indirect utilisation 

Garðræktarfélag Reykhverfinga 

http://www.vso.is/index.html
http://www.rarik.is/
http://www.verkis.is/
http://www.hsorka.is/default.aspx
http://www.bluelagoon.com/resources/Images/Media_Center/logo-BL-120dpi-RGB.jpg
http://www.efla.is/
http://www.isor.is/
http://www.sa.is/
http://www.si.is/
http://www.landsvirkjun.is/
http://www.alcoa.com/global/en/home.asp
http://www.icelandair.is/
http://www.hr.is/media/hr/skjol/default_white.png
http://www.hnit.is/
http://www.vr.is/index.aspx
http://www.matis.is/media/large/Matis_logo.jpg
http://framtak.is/index.php
http://www.tmsoftware.is/
http://www.rannis.is/
http://www.landsbanki.is/Uploads/Media/Mediacenter/Logos/Big/logo_blatt_s.jpg
http://www.3x.is/
http://www.lex.is/?pageid=1478
http://geogreenhouse.is/
http://www.arctica.is/
https://www.mp.is/media/myndir/logo_RGB.jpg
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Financing of the cluster  

Industry

Government

www.icelandgeothermal.is 
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Status Report April 2012 
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Project Management 
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Hildigunnur Thorsteinsson 
US Department of Energy August 2012 

19 



Added value in geothermal Added value in geothermal 

Field Trip in Thingeyjarsyslur August 2012 

20 
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The Ten Projects  
July 2011 – Dec 2012 

Cluster 
Expansion 

Innovation and 
Technology 

Education and 
Training 

Commercial 
Cooperation 

Policy Action 

Research and 
Networking 

10. Financing 

1.Diverce Usage 

2.Project 

Management 

3.Drilling 

4.Mechanics 

5. Recruitment/ Education 6. Iceland Geothermal 

Conference 2013 

7. Operational 

Environment 

8. Data Collection 

9. Cluster Networking 

www.icelandgeothermal.is 
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Geothermal Power plants 
 
Design Structure Matrics 
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Tourism 

Marketing 

Research,  
education 

 and information 

Garbage  
disposal  

and recycling 

Geothermal 
power plants 

Resources in the region  

Water and steam: 
-Hot and cold water for 
homes and corporations 
-Fish farms  
-Greenhouse cultivation 
(for food production, 
fodder and proteins for 
example for cosmetics 
etc) 
-Drying 
-Biotechnology 
(methanol, chlorine 
alkali, sodium chlorate, 
lithium etc) 
-Other industrial 
production 
-Pools and public bathing 
facilities 

 

Electricity: 
-Homes and 
Corporations 
-Aluminium plants 
-Data centres 
-Methanol production 
-Other industrial 
productions 

 

Types of gases and 
chemicals in geothermal 
liquid: 
-Biotechnology (silicon, salt, 
methanol, chlorine alkali, 
sodium chlorate, lithium etc) 
-Cosmetics production 

 

The Sudurnes Resource Park 

Municipalities and government agencies 

Support services 

Planning, 
envirnment 

(impact) 
assessment 

Legal and 
regulatory 

environment 

Related clusters 

Iceland  
Geo-thermal & 

GEORG 

Transport-
ation 

Tourism 
Health 
service 

Fishing 
industry 

Biotechno-
logy 
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http://www.igc2013.is/
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Why should Icelandic Municipalities 

participate in The Iceland Geothermal 
Cluster Initiative? 

 

 
And the question is… 
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Platform for Policy Making 

• Municipalities have mutual interests with: 

– Energy producers 

– Service providers / Private sector 

– Equipment suppliers 

– Academia 

– Transmission system 

– State government 

– Others energy municipalities 
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The Future of Geothermal 
 

• Geothermal has significant technical and economic advantages 
relative to other renewable and even traditional sources of energy 

• There is significant up-front risk in exploration and verification of 
the quality of the available resource 

• The geographical availability of geothermal resources is more 
limited than wind or solar 

• Public policy support for renewable energy sources has 
traditionally been biased in favor of wind and solar, despite their 
inferior economics 
 
 
 

• Geothermal has significant potential but is currently a niche market 
compared to wind, solar, and traditional energy fields 
– Low temperature and high temperature geothermal are different 

businesses 
 
 
 

59  Copyright 2010 © Professor Michael E. Porter  
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