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Foreword

What opportunities are being created by the new economy for individuals, industries
and countries and how can the positive effects be harnessed for the benefit of all?
What challenges and tasks does the new economy bring for businesses, governments
and social partners? What implications are involved for public policy? And, in the
European context, how should the formidable task of assisting prospective new
EU/EEA partners adapt their transition economies to the new technologies be dealt
with? 

These were just some of the core questions tackled by the EFTA Business Workshop held in
Reykjavik, Iceland, on the 12th October 2000. The Business Workshop brought together busi-
ness leaders, Parliamentarians and representatives from EFTA governments, the European
Commission and European social partners organisations. The Workshop was organised on the
occasion of the EFTAÕs 40th Anniversary by the EFTA Consultative Committee, which consists of
representatives from social partnersÕ organisations in the EFTA countries. 

The topics raised in the Workshop are becoming ever more relevant at the beginning of the new
century. Businesses and governments are faced with new opportunities for increased
growth and competitiveness. At the same time, they are faced with new political, social
and ethical challenges. The opportunities and challenges are both spearheaded by changes
in world politics and technological innovations, especially in the fields of information and com-
munication (ITC) and biotechnology. Information technology improves the efficiency of all
parts of the economy, while creating powerful industries developing and supplying the ITC rev-
olution further. Biotechnology is fast becoming as large as the IT industry and will play a key
role for industries and society in the future in such areas as pharmaceuticals, environment tech-
nology and food production. The effects of globalisation are evident in Europe. The profound
changes the European economy is undergoing with deepening political integration,
enlargement and the introduction of the Euro are revolutionising the way in which
business is being, and will be, conducted. 

The EFTA Business Workshop owes its success to the articulate and lively contribu-
tions from the speakers and panellists, as well as the other numerous guests who par-
ticipated in the discussions. This edition of the EFTA Bulletin is dedicated to the EFTA
Business Workshop and includes all the speeches delivered by the key speakers. 

Finally, as the publication of the speeches is taken from tape recordings, they
required some editing for the sake of clarity and readability. During the process of
editing special care was taken not to distort the true content of the speeches in any
way. We hope we succeeded.
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Welcome

In the beginning, EFTA had a quite different
role from what it has today. It was created to
organise free trade among the members, who
covered a large part of Europe at that time,
including Britain, all of the Nordic countries,
as well as Austria and Switzerland. In the
years since, EFTA has changed not only geo-
graphically, but also with regard to the mat-
ters it deals with. Free trade amongst the
members has become an insignificant issue,
while the relationship with the European
Union has become a very important part of
the EFTA activities. Since the negotiations
with the EU started, which led to the EEA
Agreement, EFTA has played a major role in
the relations between the members of EFTA
and the EU. In addition, a third aspect of EFTA
work has become more and more important in
the last 3 years - the relations with third coun-
tries and the development of Free Trade
Agreements. This also means that the impact

of EFTA has changed somewhat from being
one of very general trade policy, to having
more concrete importance for individual
enterprises. The development of business
enterprises is the subject of this workshop,
and one which would have been quite a long
way from the minds of the fathers of EFTA in
1960. 

We have therefore come a long way. During
this workshop, we do not plan to dwell very
much on history. We will instead discuss the
present, take stock of the situation and dis-
cuss the possibilities for the future. We know
that all of the EFTA countries are advanced
industrial countries, based on high technology
and a high degree of education and it is
important to discuss how to develop further in
an economy which is changing rapidly. The
new economy is therefore another concept
which is important for this workshop. 

The Chairman of the EFTA Consultative Committee
between 1998 and 2000, Mr. Naalsund, has never been far
away from European affairs over the last decades. The
European aspect of his brilliant career in the labour
movement became obvious when he was appointed Deputy
Secretary-General of ETUC in 1979 Ð the second
Norwegian ever to obtain such a high-ranking position in
the European labour movement. After he came back from
Brussels, he was responsible for trade policy in the
Norwegian metalworkersÕ Trade Union (Jern & Metall) from
1982 to 88, before he made his entrance into the civil
service : first as a Secretary of State in the Ministry of
Industry, then Ð in the decisive period from 1990 to 1994 Ð
as a Secretary of State to the Minister of Trade in the
Ministry of Foreign Affairs. Hence, he was deeply involved
in the EEA and EU negotiations. In 1994, after the end of
the negotiations, he returned to the labour movement to
become Director for the Norwegian Confederation of Trade
UnionsÕ international department. 

Jon Ivar N�lsund, 
International Director of the Norwegian Confederation of Trade Unions 
and Chairman of the EFTA Consultative Committee
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There is a large number of speakers and par-
ticipants in the various panel discussions and
we are very happy that so many high level
people were willing to attend this workshop. I
wish you all welcome and reserve a special
welcome for our three speakers at the open-
ing session:

The Chairman of EFTA and Foreign Minister of
Iceland, Mr. Halld�r çsgr�msson

The Secretary of State at the Ministry of Trade
and Industry in Norway, Mr.Olav Soleng

The new Secretary-General of EFTA, Mr.
William Rossier

I wish you all welcome and I am very pleased
to give the floor to Mr. Halld�r çsgr�msson.
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Opening the EFTA Business Workshop:
New Economy Ð New Borders

Mr. Chairman, Ladies and Gentlemen, let me
start by welcoming you all to Iceland and say-
ing how entirely appropriate it is that the 40
years of EFTA be celebrated with a workshop
organised by the Consultative Committee, the
representatives of our social partners because
that is what EFTA is all about: toiling for the
social partners, the economic operators, the
companies and the people working for it. 

This workshop is very much in keeping with
EFTA, in that it will concentrate on looking for-
ward, which is the most important thing for us
all. As highly developed technologically
advanced countries, all of the EFTA States are
in a very good position to be at the forefront of
the new economy. We all have populations that
participate energetically in the new informa-
tion age. Here in Iceland, for example, the
capital Internet assets are among the highest
in the world and the same is true for the other
EFTA countries. In fact, it could be said that

the new economy is of more importance to
small geographically isolated countries such as
Iceland, than to a large continental economy
like for example Germany. For the population
of Iceland, the major barriers to economic
expansion are not primarily in artificial tariffs
and borders with neighbouring countries. 

We can look at the problems which a country
like us has faced in the past when trying to
expand and diversify our economy: our
domestic market is very small, we are thou-
sands of kilometres away from other markets,
our work force is small, and we usually do not
have the manpower for large-scale labour
intensive industries, except on a very limited
and well-planned basis. Furthermore, there
has generally not been the investment capital
necessary to support major new enterprises.
The capacity of the new technologies to trans-
port information at low cost has already had a
fundamental effect on our economy and this

Mr. çsgr�msson has devoted his career to politics. He
became a member of Althingi (Icelandic Parliament) in
1974 as a member of the Progressive Party, which has
traditionally been the second largest Icelandic political
party. Mr.çsgr�msson served as Minister for Fisheries
between 1983 and 1991, during which time he also served
as Minister of Justice and Ecclesiastical Affairs for one year
and Minister for Nordic Co-operation for two years. In 1994
he took over the Chairmanship of the Progressive Party
having been the Vice-Chairman the previous fourteen
years. In 1995, in his capacity as party leader,
Mr.çsgr�msson formed the ruling coalition government with
the Independence Party and took up his present position as
Minister for Foreign Affairs and External Trade.
Mr.çsgr�msson is a certified Public Accountant and
completed his graduate studies in the field at the Bergen
and Copenhagen Universities of Commerce.

Halld�r çsgr�msson,
Minister for Foreign Affairs and External Trade of Iceland
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can be expected to continue. A clear example
of this can be seen in telecommunications. In
1930, a 3-minute transatlantic telephone call
cost more than $300 in todayÕs prices, today it
costs about 20 cents and speed and capacity
has increased more than we can understand. 

We can now send and access almost unlimited
information around the world at low cost and
can thus participate as if we were part of a
much larger market. The real price of com-
puter processing has also fallen by 99.999% I
am told, almost 100%, but it is still not free of
course. This fall has taken place in the last
three decades. Just as the invention of steam
power revolutionized physical productivity and
made mass production possible, it is clear that
IT expands intellectual productivity. This
means that the small size of IcelandÕs popula-
tion becomes less significant compared to
others, and this is the same for the other EFTA
countries, although they are much bigger,
especially Norway and Switzerland. All of this
combines with the ability to exchange large
quantities of information at low cost. 

We have a need like many European countries
for increased programming capacity. To solve
this problem, several of our software compa-
nies have set up branches in India in order to
use the considerable programming skills of
that country. The consorts are Icelandic, the
work can be carried out in India and the prod-
uct is sold all over the world. However, not
everything depends directly on IT.
Globalisation of the economy, which, to a
large extent goes hand in hand with the new
economy, has also had a fundamental effect
on this country. We now have ships built in
China with Icelandic know-how and technol-
ogy on board, because we simply do not have
the manpower at home to do the labour inten-
sive work. In a certain sense, we are import-
ing virtual labour. 

As to capital, the capital markets of Iceland
have taken off in the past 10 years and are
now run on rules that match those of the EU
and other major economies. The increasing
freedom to move and invest capital anywhere
in the world has given us more freedom to
invest outwardly, a freedom which we have
used increasingly both in the fisheries sector
and others. It has also given Icelandic compa-
nies access to large central money to finance

enterprises here. One good example is
deCODE genetics which is represented here
today. deCODE has been able to attract mil-
lions of dollars of investment from interna-
tional companies to finance its genetic
research. But what is the job of governments
and politicians in this context? Among other
things, it is our job to ensure that the internal
and external legal frameworks are available to
ensure that the advantages of technology can
be used to the utmost and that these advan-
tages are extended to as many people as pos-
sible. One cannot have an effective game
without effective rules which all parties play
by. Again, this is something of vital impor-
tance for small countries that cannot throw
their weight around. 

Most of all, it is the task of our governments
to make it possible for our nations to be full
partners in globalisation, which brings us -
and the rest of the world - economic growth,
more freedom, better access to technological
progress, to information, education, democ-
racy and human rights. Globalisation also
makes us better able to fight pollution,
poverty, crime and to work for peace.
However, like every powerful force, globalisa-
tion also has its negative points and it is thus
the responsibility of governments and politi-
cians to not only maximise the benefits, but to
also minimise the negative aspects. Our par-
ticipation in globalisation is through multi-lat-
eral agreements like EFTA, EEA, WTO and the
OECD, and agreements on free trade and
investment. We have clear ideas on how glob-
alisation should develop for the benefit of all.
We can best influence its course through co-
operation with like-minded countries in larger
structures. 

At the outset, I referred to the 40th

Anniversary of EFTA. EFTA has proven itself to
be an adaptable and flexible organisation, able
to approach the issues of the day. As the pre-
sent updating of the convention demonstrates,
it is already proving an important instrument
for our participation in globalisation. 

As to the new economy, I am also very confi-
dent that the individual members of EFTA are
well placed to reap the benefits of IT. Let me
once again welcome you to Iceland and I hope
you will have a good seminar here and a very
pleasant stay.
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Olav Soleng, 
Secretary of State, Ministry of Trade and Industry, Norway

Minister çsgr�msson, Secretary-General,
members of the Consultative Committee,
ladies and gentlemen, I am pleased to be
given the opportunity to address this distin-
guished audience. 

As we all know, EFTA celebrated its 40th

Anniversary in May this year. Since EFTA was
established, the world has seen great
changes. Today, the EFTA countries must act
in accordance with a world where develop-
ment progresses at an incredible pace. These
changes are often brought to us by the con-
tinued globalisation of the economy which
imply considerable challenges, especially with
regard to traditional ways of thinking and
working. Common to these globalised pro-
cesses is the increased mobility across bor-
ders of people, ideas, knowledge, products
and services. The fact that the EFTA countries
are currently negotiating agreements with far-
off countries on distant continents Ð Canada,
Mexico, Tunisia, to mention a few Ð proves
that a globalisation of the economy has
moved, or opened, borders. Companies can
no longer operate undisturbed in their
national markets, nor only relate to national
competitors. Companies restructure on an
international level, either through large-scale
purchases, mergers, or similar alliances. In
the EU alone, the number of fusions and pur-

chases increased from 2800 in 1987 to 7600
in 1998. Companies of the future will - in most
sectors - be trans-national and stateless.

Information and communication technology is
the central element to globalisation of the econ-
omy, as well as other aspects of todayÕs eco-
nomic restructuring. Technology increasingly
shapes the development and content of many
products. It influences what products and ser-
vices we trade with and how we trade with
them. The Internet has brought new challenges
for existing businesses. When a consumer can
order and pay for a book in a few seconds over
the Internet, the competition moves from the
bookshops in the street to an international
arena. The recent development of combined
bookshops and cafes is no mere coincidence; it
is the traditional bookshopÕs way of dealing with
its electronic competitors. Offering additional
services, using creative marketing and
improved customer contact are important com-
petitive advantages. The new economy should
not only be seen as a threat to traditional busi-
ness and industry. For these old industries, the
challenge should be to turn this development to
their advantage, to take up the new technolo-
gies and benefit from them. An example of such
a traditional sector is the fishing industry, which
depends more and more on advanced research
and competence. We are quickly heading

With an academic background in teaching, Mr.
Soleng has led a career combining education and
business. His career in the educational system
culminated with his appointment as Director of
Narvik College in Northern Norway in 1994. By
that time, he had also had extensive experience
in industry and had held a number of mandates
on company boards. In parallel, he was Chairman
of both local and county branches of the Labour
Party, before being appointed Secretary of State
when the Labour government took office in March
this year.
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towards a more knowledge-based economy.
Creativity, knowledge and competence tend to
become more important production factors than
capital, natural resources and cheap labour. In
addition to being an important tool in the pro-
duction of traditional goods and services, infor-
mation and knowledge have become a signifi-
cant commerce by themselves. Innovation is
the key word for companies trying to keep, or
win, market shares. When knowledge and prod-
ucts multiply to such an extent, and so fast,
demands for readjustment are higher. A com-
pany like Nokia spends 15billion NOK a year on
research and development alone. Looking at
todayÕs economic realities, it is vital to encour-
age innovation, creativity and entrepreneurship.

In Norway, we are now facing the transition
from the industrial and oil age to a knowl-
edge-based society. We must grasp the
opportunities that new technology provides
for future employment, growth and welfare.
The Labour government in Norway has given
higher priority to issues concerning informa-
tion and communication technology and the
transformation towards the information soci-
ety. In June this year, the government pro-
posed an e-Norway plan, their objective within
Norway being to influence and accelerate the
development of the knowledge society.
Through technology, we can make use of the
whole country and its entire population to
increase our value added and secure our wel-
fare level. The development in information
and communication technology is a central
factor and a motivating power in the globali-
sation processes. It is important to underline
that this development is also driven by politi-
cal choices, shaped both in national and multi-
national contexts. To fully utilise the opportu-
nities presented by the new economy, the
authorities have a responsibility and govern-
ments must provide a framework that enables
entrepreneurship to grow. We will discuss this
issue thoroughly during the workshop, but I
would like to point out some factors which I
think are of great importance.

Firstly, in order to take full advantage of infor-
mation and communication technology and
develop these and other technologies, it will
require continued investment in knowledge.
There is clearly a need for the governments in
many countries, including Norway, to encour-

age technical innovation by giving priority to
research and development (R&D). The author-
ities must contribute to this by establishing
good framework conditions and further devel-
oping the research sector to an international
level. The further development of national
research and development capabilities is
important in order to achieve innovation-driven
development and to attract foreign investment. 

Secondly, entrepreneurial behaviour is of
great importance in times of strong techno-
logical and organisational change. To exploit
new technology, there is a need to reinvent
existing enterprises, at the same time as dis-
covering and starting up new business oppor-
tunities. As a consequence, there is a need for
the financial markets to be arranged in such a
way that leads risk capital into new innovative
enterprises. 

Thirdly, regulations and the taxation system
must adjust to the new and digital types of
trade and cooperation. Excessive, or strongly
distorting, taxation is damaging to entre-
preneurship and can lead to flagging out for
national businesses. It will also be of great
importance to have an efficient labour market
in which labour is effectively reallocated and
where regulations are not too much of a bur-
den.

In Norway, as in the other EFTA States, a great
part of the enterprises are small and medium
sized (SMEs). By moving into a new economy,
there are, and will be, specific challenges
related to SMEs. It is, however, important to
note that while SMEs can have great opportu-
nities in a new economy, they can also have
great adjustment problems and these raise
important challenges for the governments in all
the EFTA States. Another joint challenge would
be to make use of the new technology to
develop a more environmentally friendly soci-
ety, a green knowledge economy. Knowledge
grows when it is shared and developed and
information technology can help us to manage
and develop processes and systems that pro-
mote society in ecological balance.

These are only some main challenges that our
governments will have to respond to in the
years to come and I look forward to the many
interesting and productive discussions which
will take place during this workshop.
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Mr. Chairman, ladies and gentlemen, let me
start my short intervention by thanking
Minister çsgr�msson for hosting this event in
his splendid country. I have personally
enjoyed Iceland in the summer several times,
but these autumn colours are prettier than I
could have imagined. Thank you for offering
me this opportunity. 

Ladies and Gentlemen, as the new Millennium
is starting, EFTA is entering its 5th decade.
Great changes have taken place, member
countries have come and gone, and we have
been able to adapt in order to avoid an iden-
tity crisis. EFTA is consolidating its present
role as an effective instrument to serve the
interests of the Member States and this is still
based on intergovernmental cooperation
between the Sovereign states. 40 years ago,
as you reminded us, Mr. Chairman, EFTA dealt
only with trade in industrial goods within the
small group of the EFTA Member States them-
selves. Today, in Brussels and Geneva, EFTA
deals with all the complexities of modern
technology and trade with partners reaching
from the Baltics to North Africa and we are
now focusing on establishing trade links with
South Africa, and countries in Latin America
and possibly Asia in the future. Thus, the
name of the workshop ÒNew Economy Ð New
BordersÓ describes very well the preoccupa-

tions and daily work of EFTA today and tomor-
row.

New economic parameters are progressively
emerging, sometimes brutally, generating
new commercial opportunities and challenges.
The effects are equally felt in the two areas of
EFTA activity - the European Economic Area
on the one hand and in relations with the
other countries of the world on the other
hand.

The world is changing and knowledge is the
key of this new economy. Well functioning
markets for labour products and capital are
important, but not enough on their own.
Investment in education is crucial; jobs are
created and destroyed every day. Adaptation
and learning of new skills is necessary, if not
vital. Europe is also changing. The European
Union has been feeling this wind of change of
course and adopted the Lisbon Council con-
clusions initiating various processes of consul-
tations to ensure amongst other things that
the EU is not left behind the US. EFTA has of
course been following the development
closely, partly through discussions with the
EFTA social partners, partly through direct
contact with the EU. 

Information technology has an impact on the
European internal market in various ways.

William Rossier, 
Secretary-General of EFTA

On 1 September 2000 Mr. William Rossier took
over his new function as Secretary-General of the
European Free Trade Association (EFTA). Mr.
Rossier is a Swiss trade diplomat. His most
recent posting in a distinguished career was in
Geneva where, as Ambassador of Switzerland, he
served as the Swiss Permanent Representative to
the World Trade Organisation (WTO), EFTA and
the other international economic organisations.
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However, this particular development was not
considered in the drafting of the EEA
Agreement and does not suit the EEA struc-
ture very well. There is a general view that EU
cooperation in this area will be more in the
form of the development of so-called Òsoft
lawsÓ, such as bench-marking to be imple-
mented at national level, rather than through
the more traditional EU acquis approach. The
EFTA States must decide how best to address
this challenge. The European scene is further
changing with enlargement and the introduc-
tion of the Euro. As investors look across bor-
ders for investment opportunities, companies
are increasingly expanding outside national
limits and tapping into a broader investment
base. The emergence of pan-European stock
exchanges and the creation of alliances are
already changing the face of European busi-
ness. 

As Mr.çsgr�msson underlined, the EFTA coun-
tries, being prosperous, lean and effective
after 40 years of free trade, have contributed
significantly to the above developments. They
have strong research commitments and they
have highly trained work forces. They are
amongst the world leaders in many fields such
as financial services, banking, investment,
mechanical industries, fishing, food industries,
pharmaceuticals and energy, to name but a
few. If there were Olympic Games for coun-
tries and companies, I am certain that the
EFTA group would take not only one, but sev-
eral gold medals! 

The business leaders who we are honoured to
have with us today represent the qualities I
have just referred to. Together, their experi-
ence covers innovation, leadership and excel-
lence at an international level. 

I am also very pleased to see representatives
from our partners in the Central and Eastern
European countries. They remind us of the
great political changes that have taken place,
the new and expanding borders and the
increasing dimension of EFTAÕs activities.
Some 10 years ago, EFTA began to conclude
Free Trade Agreements (FTAs) with those
countries and with the countries around the
Mediterranean. Our association did this in
order to support economic development and

economic transition, as well as peace and
tranquillity in these countries, and to ensure
the same economic conditions for our eco-
nomic operators as those enjoyed by the
operators from the EU.

Nowadays, the EFTA countries have reached
beyond Europe to negotiate with countries in
other regions and continents. EFTA has 15
FTAs and is currently conducting negotiations
with a number of countries including Canada
and Mexico, thus expanding EFTAÕs free trade
relations across the Atlantic. South Africa will,
and Asia could, soon become a destination for
EFTA negotiators. The current difficulties
experienced in the WTO multilateral frame-
work lead to more activity through FTAs
around the world. FTAs are instruments which
EFTA is thoroughly familiar with and indeed
was at the forefront of developing in the early
stages. In French, there is a saying
ÒGouverner, cÕest pr�voirÓ (To govern is to
foresee) and it is not only of primary impor-
tance that we maintain and develop our mar-
kets of today, but it is also the responsibility
of the EFTA States to obtain the best possible
access to emerging markets. The markets of
tomorrow will ensure our prosperity of tomor-
row. Our partners in the emerging countries
are fully aware of this and it is also the strat-
egy used by our most dynamic enterprises, as
well as their competitors. Mexico is a good
example of the need to act. Since the EU con-
cluded its Free Trade Agreement with Mexico
last year, its exports have increased signifi-
cantly. The United Kingdom, for instance, has
increased its exports by 15% this year and
Spain has made 3 times more investments in
Mexico alone this year than it does in the
United States. This demonstrates that a mar-
ket cannot be solely judged by its present
market shares, but also - and perhaps much
more - by its potential. At a time when trans-
port systems and communications make
crossing borders ever cheaper and faster, eco-
nomic synergies can, and should, result,
regardless of distance.

Ladies and Gentlemen, the challenges facing
our countries in coping with the ongoing
changes are many. On the one hand, the level
of expectations has grown, reflecting the
many benefits which have been generated
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during the last few decades. On the other
hand, the level of resistance to change has
also increased, as well as the political costs of
achieving domestic consensus on them. The
World Trade Organisation is a very good
example of this. Many of these developments
raise political, social and cultural questions
that need to be answered. The full benefits of
such changes will only be realised in coopera-

tion between all the players involved.
Parliaments, governments, businesses and
the social partners all have to define their
roles and responsibilities and all have repre-
sentatives here today. We can therefore have
high expectations for an exciting workshop
reflecting the times we live in and good results
from the various discussions which will take
place here today.
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SESSION I
New economy, 
new opportunities

Ladies and Gentlemen, this workshop will
focus on opportunities and challenges in light
of political and technological changes facing
businesses, social partners and governments
alike. We believe that the knowledge-based
industries, such as information technology
and biotechnology, provide opportunities for
increased growth and competitiveness. In the
first session of this workshop, we will use pre-
sentations and panel discussions to look at the
opportunities that such dynamic develop-
ments open up to people, companies and
countries. There will be 3 presentations of 20
minutes each, followed by questions. 

Information technology is radically changing
the way people and companies work with
diverse economic and cultural effects follow-
ing. It improves the efficiency of all parts of
the economy, old and new, while also creating
powerful industries, developing and supplying
the IT revolution further. I believe that Ireland
is a good example of these changes. It is
preparing for the future and has a success
story to tell. The first presentation, named
ÒThe New Economy, the Irish ExperienceÓ is
given by Mr. Peter Brennan.

Dav�d Stef�nsson,
Confederation of Icelandic Employers, Vice-Chairman 
of the EFTA Consultative Committee

Mr. Stef�nsson has worked for the
Confederation of Icelandic Employers
since 1997. In the period between 1991
and 1995 he was a Head of Division in the
Icelandic Ministry for Transportation.
Between 1989 and 1999 Mr.Stef�nsson
was the Chairman of the Youth Movement
of the Independence Party, the largest
political party in Iceland. Mr.Stef�nsson
holds a B.A. degree in Political Science
from the University of Iceland and a M.A.
in Public Governance from Harvard
University.
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The new economy; 
the Irish experience

Chairman, Ambassadors, Minister, Ladies and
Gentlemen, I am delighted to be able to be
here this morning to talk to you about the so-
called new economy from my economyÕs per-
spective. It is my first time in Iceland, but I
gather its not the first time Irish visitors have
come to Iceland. We have a long tradition
going back over a thousand years. I hope to
give you some personal experiences from our
own EmployersÕ Federation. We have a new
economy, but we havenÕt forgotten about the
old economy and I want to reflect that bal-
ance.

When speaking to any audience, the first
thing to be clear about is definitions, so I
checked what other people are saying about
the new economy on the Internet. In the
White House earlier this year, some very
important people spoke about the new econ-
omy and they communicated three messages
that I would like to focus on.

Mr. Clinton was obviously well briefed and
pointed out that the new economy is not only
about information technology, but technology
in general. Mr. Gates was not referring to his
anti-trust lawyers, but the fact that the inno-
vative capacity is not static and it will drive
technological invention. Mr. Sun Won Song, a
prominent economist, also made a hugely
important point when he talked about eco-
nomic cleavages - in Ireland we talk about the
digital divide. In other words, while the tech-
nology-driven new economy is moving for-
ward, certain parts of society must not be
privileged while others are marginalized. The
OECD has a completely different perspective
on the new economy. They look at it as I
would: As a new phenomenon in modern eco-
nomics and modern governance. They say
that there is probably a new economy, pri-
marily looking at America, and for them the
new economy means strong, non-inflationary
growth, low unemployment, a very major role
for Information and Communication Techno-

Peter Brennan, 
Director, Irish Business and EmployerÕs Confederation (IBEC)

Peter Brennan has been IBECÕs Director for European
Affairs since 1993. IBEC is 

IrelandÕs Business and Employer Confederation. In
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Brussels office since 1986 and has also been IrelandÕs
Permanent Delegate to UNICE since that time. While
working with the Departments of Foreign Affairs (1973-75)
and Industry and Trade (1980-84) he completed two tours
of duty in IrelandÕs Permanent Representation to the EU.
He started his career in 1970 in the Common Market
Accession Unit of the Department of Industry and
Commerce. In all, he has 24 yearsÕ direct experience with
the European Union, from both a public and private sector
perspective.
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logies (ICT), and a merger and acquisition
activity which is incredibly strong. If one uses
those benchmarks, their analysis that there is
a new economy is correct, with it being based
primarily in the US, with most other countries
struggling to beat, or to match, the American
model.

My definition of a new economy is one that is
flexible. This means economic and social
reforms must be part of the equation. A new
economy is an economy that is very heavily
into e-business, that is innovative at govern-
ment level, at social partner level and at busi-
ness level, and one that is global in perspec-
tive. We cannot look within even our own
groupings any more; we have to look beyond
our shores, boundaries and continents. A new
economy is one that is obviously technologi-
cally driven and, it goes without saying, one
that is very highly skilled. 

What are IrelandÕs success factors? Well, they
could certainly comprise a completely sepa-
rate presentation, but I shall try to identify a
few of them. 

In Ireland we have what we call a demo-
graphic dividend. 60,000 pupils leave the Irish
secondary school system every year and we
have a small economy, which means we have
young qualified people available for work. We
also had the advantage of a baby boom in the
early eighties and these people are now com-
ing into the Irish economy and are available
for Mr. Dell, Mr. Gates and any of his friends
who wish to set up operations in Ireland. We
have invested heavily in education over a long
period and we are now getting that dividend
as well. 

The Maastricht criteria may be familiar to
those of you who are looking at EMU. We
started to apply the Maastricht criteria when
we had a government crisis in 1989 and have
been applying good Maastricht disciplines
within the Irish economy for over 10 years
now. As a consequence of good policy deci-
sions at fiscal level, and in relation to the
management of the economy, Ireland is now
incredibly well-positioned to be nearly top of
the league when it comes to good gover-
nance. 

We have a very sensible corporate tax policy
of low corporate taxation, which goes back 40
years, and that is hugely important. There is
no point in having new technology and an
emphasis on the new economy if the profits of
entrepreneurs are taxed before they go out
the factory gate. We have low taxation and
low taxation works in Ireland. As a conse-
quence, we have a massive emphasis on for-
eign direct investment and our economy is
heavily dependant on it. 

Social partnership is another key success fac-
tor. It works in EFTAÕs economies, it certainly
works in Ireland. To date, we have concluded
four national agreements among the social
partners, the most recent only a few months
ago. We are also highly conscious of the word
ÒcompetitivenessÓ. The head of IrelandÕs Trade
Union heads our National Competitiveness
Council, so the trade union movement and the
employers are heavily involved in what com-
petitiveness means and what needs to be
done to turn competitiveness benchmarks into
action. There is also the luck factor, needless
to say, in being Irish. 

Lets look at some figures. GMP per capita:
Ireland is at the EU average. In GDP terms,
which is slightly different because the differ-
ence is accounted for mainly by profits in
multinationals, we are now expecting to be at
118% of the EU average next year, putting us
ahead of every other Member State, with the
exception of Luxembourg. This is a very inter-
esting figure for the Trade Unions. The net
increases in earnings in Ireland is going up
even further this year because we are experi-
encing slight inflation in the system. 

The number of Irish people in employment is
very impressive. Over half a million new peo-
ple have entered into employment in the past
few years. If we take the total population of
Ireland as being 3.6 million, this means 1.7
million are now in employment, compared to
little over 1 million 10 years ago, which
reflects an amazing change in fortune. As a
consequence, unemployment rates have col-
lapsed, particularly in long-term unemploy-
ment, which has been a very major part of
government policy. Labour costs have also
been reduced. 
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We, in Ireland, have also looked carefully at
skills and telecommunications. Essentially, the
first line in the mission statement of the
Enterprise 2010 encapsulates what the new
economy is about - for Ireland anyway. In
other words, we have within our grasp the
capacity to achieve a quality of life for our cit-
izens which is among the highest in the world,
by exploiting new technology and by exploit-
ing world-class traded goods and services.
This is where the emphasis of government
grants aid, government taxation policy and
the allocation of scarce resources for training,
education and R&D are aimed. This report is
driving a policy which is now being imple-
mented with serious vigour and every single
recommendation has a budget line attached
to it. 

The Technology Foresight Initiative is particu-
larly relevant to this workshop. About 4 years
ago, it was self-evident that IrelandÕs share of
business-related R&D was average. The gov-
ernment brought together the best available
sources in science and technology, third level
education and business and produced a series
of reports which are part of this Technology
Foresight Initiative. Every major new technol-
ogy was looked at by experts in their field, not
just based in Ireland, but overseas, and pan-
els were put together to pick winners. Two
particular winners stood out: information and
communications technology and biotechnol-
ogy. This is not to say that all the other tech-
nologies that were identified were no good,
but the Irish government felt that as the
resources available to them were scarce, they
should be placed where they would reap the
greatest benefits. This Technology Foresight
Initiative is already being implemented and
again there is a budget to match (_ billion
Irish pounds). An example of this can be seen
with how MedLab was ÒtemptedÓ out of
Massachusetts and into Ireland at great
expense to the Irish economy, but this will
have huge long-term benefit and the whole
programme is being worked out at the
moment.

The people of Ireland are also very conscious
that they are competing in the global market
for skills. In Europe in the IT area alone, the
forecast is of 1.7million unfilled jobs, so pro-

moters of new technology must be aware that
there is a huge skills gap, and that this poses
a major problem. In Ireland the figure is not
as bad as in other countries. In Germany, for
example, there is a huge shortfall of available
skills in this sector. The Irish government sys-
tematically carried out a skills audit through
all major sectors of the Irish economy to
determine what was needed, as opposed to
what was available. For example, two or three
years ago the major IT companies went to the
Irish government informing them that they
could project a need for some 4.000 skilled
technicians and computer software engineers
three years later. They requested that spaces
in Universities and Institutes of Technology be
created immediately to ensure the flow of
skilled people through the system. Such a
move represented an enormous change for
the universities which did not have these
places to begin with, but within six weeks the
Government and industry had a budget in
place and all of these places are coming
through the Irish economy at the moment.
Again, because of the competitiveness con-
sciousness that exists at government level,
when industry says it needs skills in particular
sectors, the economy is flexible enough to put
the tuition and education into place.

Very briefly, the ambitions of the Irish are the
same as everyone elseÕs: to be the e-hub of
Europe. This makes a point that everyone is
trying to excel in this area. Unfortunately,
there are as many bottlenecks in Ireland as in
other countries. Our access to broadband
technology is not what it should be and
Ireland could be categorised in the area of e-
business as a slow starter. This is slowly
changing, but we are hugely exposed in our
trading with the UK to the fluctuations of the
Sterling, and for as long as the Sterling stays
outside of the Euro zone, that has a negative
effect on the Irish economy. Similarly with oil
prices, one can never know what will happen
and the stock market is also volatile. In an
economy that is hugely dependent on sectors
that are themselves volatile in the stock mar-
ket, it is very optimistic to say that everything
will run smoothly in the future, and we must
be prepared for all eventualities. 
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I believe that definitions are not very impor-
tant in understanding the new economy. The
new economy is about a new approach to eco-
nomic development and partnership and co-
operation is needed to enforce this new
approach. One can look at the new economy
summit which took place at Head of State level
in Lisbon, where a whole series of economic
and social reforms were identified and are now
being implemented by the Heads of State at
EU level. The consciousness that was raised at
the Lisbon summit about competitiveness,
about e-commerce, about the lack of innova-
tion at European level, and the fact that Heads
of State spent a day and a half discussing a
business agenda which is very much new
economy related, will over time have a dra-
matic effect on the competitiveness of Europe. 

Partnership is crucial in Ireland. As an
employersÕ organisation, the IBEC believes in
partnership and works systematically with the

Irish Trade Unions on every single issue, and
not just on social issues, but also on economic
issues, issues related to poverty, issues
related to education etc. We have a genuine
partnership and believe in the importance of
working with our social partners. Successive
Irish governments have been very good at
identifying and implementing policies with
industry. There is no point in having extensive
policies and glossy paperwork unless they can
be implemented with budgets to match. With
regard to the economic cleavages, the danger
with this is that a digital divide will develop
between regions, between sectors of the
economy and between one country and
another. Consciousness of this digital divide
must remain at the forefront. Essentially,
technology is about improving quality of life
and if we cannot achieve this, we should not
be chasing after technology for the sake of it
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Population genomics 
as science and industry

I would like to talk about a new economy and
the creation of a new company in Iceland
called deCODE Genetics. I would also like to
touch upon the pharmaceutical industry and
some of the current challenges that it faces
and how these have created opportunities for
innovation and creation of wealth within a
small economy such as Iceland.

The pharmaceutical industry faces challenges
in innovation, globalisation and partnership.
The industry is based on the discovery of new
knowledge about diseases, the discovery of
targets for pharmaceuticals available for
treating those diseases and, most impor-
tantly, on the development and discovery of
new drugs. This is a tremendously difficult
process, involving many different types of
intellectual capital, a large amount of mone-
tary capital and issues of both societal and
scientific natures.

Given the recent background of globalisation
within this industry, in order for a company to
be successful now, it must be able to capture
international capital markets, to attract talent
across the globe and operate its organisation
and sales and marketing forces across the
globe. Companies must now be able to sell
worldwide and this has forced companies that
operate on a world scale to constantly
expand. Finally, as the economy and con-
sumers are changing, a new partnership is
developing between the pharmaceutical com-
panies and both the patients and physicians
that they serve. 

The pharmaceutical industry, despite its size,
is quite fragmented. The larger players, such
as Pfizer and Glaxo Smith-Kline, who have
market caps approaching or exceeding 200
million dollars only have a global market share
of about 7%. Many of the smaller companies
that have substantial sales on the order of

Mark Gurney, 
Vice-President for Target Discovery, Decode Genetics

Dr. Gurney came to deCODE from Pharmacia Corporation,
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Molecular and Structural Biology at the Northwestern
University Medical School. Dr.Gurney received his B.A. in
Biology from the University of California at San Diego in
1975 and his Ph.D. from the California Institute of
Technology in 1980. In 1994, he completed his M.B.A. at
Northwestern UniversityÕs Kellogg School of Management.
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three or six billion US Dollars a year are no
longer able to compete effectively in the mar-
ket place. They no longer have the ability to
create sales and marketing organisations and
support the expenses this incurs, nor have
they been able to continue the process of
innovation leading to new technology. This
development has forced a considerable con-
solidation within the pharmaceutical industry.
Companies concerned need to win on the US
market but, unfortunately, most companies
rely on one, or a small number of blockbuster
drugs and for many such drugs, patent pro-
tection expires and once this happens, sales
usually fall by 60-70% the following year.
Coupled with this is the great difficulty of
developing new products. Typically, of the
many drugs that enter into human clinical tri-
als, less than 50% succeed and some areas
have a much higher failure rate (eg drugs for
treating diseases of the central nervous sys-
tem). The high cost of R&D has been driven
by the need for new targets. However, as the
sequencing of the human genome is being
completed and as innovation has created a
biotechnology industry in the last 20 years, it
has become increasingly difficult to find these
new targets. 

Earlier this year, a comparison between the
aggregate market cap of all the pharmaceuti-
cal companies and the average market cap for
all the biotechnological companies showed
that the pharmaceutical companies were
worth an aggregate about USD$800 billion in
market cap, but biotech had created an indus-
try in twenty years worth USD600 billion in
market cap - three quarters that of the tradi-
tional industries. That market cap is largely
based on promise - the promise of these new
technologies, the human genome, and our
ability to understand and find new therapeutic
targets within it. In Iceland, it is this need for
new targets that has enabled the creation of a
company such as deCODE, that uses as its
competitive advantage. Namely, the unique
heritage of Iceland. It has enabled deCODE to
access international capital, create the com-

pany and attract international talent to work
for the company and drive it towards success.

In the biotech environment a number of inno-
vative technologies have been developed. One
of the breakthroughs made is in the sequenc-
ing of genome. Now that the human genome
sequence can be counted the next step is to
understand the function of all the genes and
human genetics. The type of human genetics
done at deCODE with the help of the Icelandic
population is the first step towards unlocking
this value. Simply put, human genetics is the
study of information; biotechnology is an
information technology. However, it doesnÕt
use computers, or electrons to store the infor-
mation, instead it is stored in the sequence of
DNA nucleotides along the stem of the chro-
mosome. Human genetics is the study of that
information as it is transmitted across gener-
ations and, in particular, it is the study of how
that information is changing, or how slight dif-
ferences in it affect the function of genes. In
some cases, genes have been altered in such
a way that they cause disease. 

Iceland was settled in 874, and has both a
Norwegian and a Celtic heritage, as King
Herald consolidated the Kingdom of Norway
under his leadership and displaced quite a
number of minor kings and chieftains, mostly
into southern Europe, the United Kingdom and
Iceland. The genetic make up of the Icelandic
population is one that reflects northern
Europe. Since the time of settlement, the his-
tory of Iceland has been recorded, first in an
oral tradition and was later written down in a
series of wonderful volumes called the Sagas
of Icelanders. Some of these are of a histori-
cal nature, such as the Book of Settlements,
documenting who settled where and who
begot whom and how they were related, while
some of them are more fantastical. From an
early point after settlement, Iceland was a
democratic nation-state. It had a Parliament
called the Althingi, which had legislative and
judicial functions, but did not have executive
functions. This was the Court of Law in the
land. If a legal case was brought before the



E F T A  B U L L E T I N  N r 3  -  D E C E M B E R  2 0 0 0 2 1

Althingi, its enforcement was left to the party
who won and as many of his relatives as he
could count, thus making genealogy very
important. This has proven very fortunate
today because genealogy is the key in study-
ing human genetics. 

Iceland has a population of 282 000 and a
single healthcare provider - the national
healthcare system. Given that it is a northern
European country, Iceland also has the same
incidents of common diseases as other
European populations, diseases that comprise
critical and unmet health needs, such as
AlzheimerÕs disease, diabetes, and cardiovas-
cular disease. The Icelandic population is
large enough to study those diseases effec-
tively and because of the national health sys-
tem, it is relatively easy to access the health
records of Icelanders. In fact, in Iceland, the
majority of medical records have been main-
tained in computer databases for the last 13
years.

One of the driving forces behind the creation
of deCODE as a biotechnology company, was
the fact that the genealogy of Iceland is avail-
able back to the eleventh Century. The com-
prehensive nation-wide clinical data and abil-
ity to collect blood samples and carry out
genotyping on a nation-wide basis created a
unique position to hunt for disease genes
which will either be targets themselves for
novel therapeutics, or will help identify path-
ways in which to find genes that will be
amenable for targeting by therapeutics. This
process could not be carried through without
a partnership between the legislative bodies
of Iceland and its population. The creation of
the healthcare database containing nation-
wide medical records was proposed to the leg-
islature by the Ministry of Health in 1998. In
the aftermath, it underwent considerable dis-
cussion for over a year and was considered by
various judicial and ethical bodies, finally
resulting in the passage of legislation creating
the Icelandic healthcare database. This
database will now be used as a means of
recording information and, at the physicianÕs

office, a means of maintaining that informa-
tion and providing health services. 

The creation of this type of a database
involved ethical questions concerning the
maintenance of confidentiality for those par-
ticipating in the database. This issue was dealt
with by creating a Data Protection
Commission to supervise all of the data being
entered into the database and to ensure it is
encrypted so that patient confidentiality is
maintained. In addition to the medical
database, deCODE therefore created a
genealogy database which now contains
genealogical information on 70% of the
Icelanders who have ever lived (over 611 000
individuals) and that database is similarly
encrypted. 

Finally, using modern geno-typing technolo-
gies and collaborating with clinical groups,
both in private clinics and at city and national
hospitals, it has been possible to approach
individuals affected by various diseases and
create consortia that will study those diseases
and then collect the blood samples. Over 43
000 Icelanders have participated in the
genetic studies (about 20% of the entire pop-
ulation). This cooperation only occurred
through community consent and only contin-
ues to function through such consent and
involves both the database legislation, as well
as providing mechanisms for opting out. The
clinical studies themselves are conducted by
physicians, who are the primary health care
providers and their activities are supervised
by the institutional review board. Finally,
when blood samples are collected, it is done
through individual informed consent, where
participation in the type of genetic study being
run is requested and a provision for with-
drawal is also included. This programme has
thus far been successful, and disease genes,
or locations on chromosomes containing dis-
ease genes for stroke, for obsti-arthritis and
AlzheimerÕs disease have been found. 

deCODE is an Icelandic company, with over
90% Icelandic employees. The remaining
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10% are people who have moved to Iceland
from abroad. In creating 400 jobs in a popu-
lation of 282 000, deCODE has had a large
impact on job creation in Iceland, as well as
providing opportunities for graduates/profes-
sionals who would otherwise have left Iceland.
deCODE also invests directly in the infrastruc-
ture through the healthcare database and the
software that will be used at the point of care
by the physicians for collecting medical
records. It is also a licensee of that healthcare
database and makes direct payments to the
Ministry of Health. More importantly, Iceland
shares in the accrued value of the company.

At the time of the IPO in July 2000, 60% of all
of deCODE stock was held by Icelandic
investors, or Icelandic employees, and
deCODE currently has a market value of
around USD1 billion. This is an example of a
very visible and tangible way in which wealth
creation has occurred in Iceland. There are of
course also the intangible benefits, the
thought that through the study of human
genetics, some of the complex human dis-
eases can be understood and novel therapeu-
tics be developed that will be of benefit to
both the people of Iceland and the people of
the world.
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The impact of genetics 
and genomics on the 
healthcare industry; 
a landscape in transition

Mr. Chairman, Ambassadors, Ladies and
Gentlemen, it is a particular pleasure for me
to be here and to address you for a number of
reasons, one of which of course has to do with
my pioneering role in helping LaRocheÕs
engagement in alliance with deCODE in
Iceland. It is also of personal interest for me,
having left my native Austria when it was still
a member of EFTA, to be here at a conference
that organised by EFTA.

I have entitled my presentation ÒIn landscape
and traditionÓ, mindful of what K�ri
Stef�nsson (CEO of deCODE genetics) has
always stressed to me and that is to never
talk about science without also introducing
some degree of literature or philosophy. So in
as much as I think all of this is a transition,
there is a landscape of transition right here in
Iceland. 

Genetics and genomics are currently very
much in the news and are very important and

powerful new tools for investigating biology
and creating medical and not just genetic
knowledge. Genetics per se is not a panacea,
it is not the answer to all of our questions.
Ultimately, there will be a parallel shift, but it
will not be the introduction of genetics into
medicine, it will be a move from clinical defi-
nitions of disease to a molecular definition and
diagnosis of disease. In order to be successful
in all of this and to implement the knowledge
in these advances effectively, new synergies
are needed among the contributors to this
field. A broad public understanding of genet-
ics is also needed. 

Today, much more is known about environ-
mental factors because epidemiologists have
had tools to investigate this part of the equa-
tion for the last 50 to 100 years. They have
been able to count the cigarettes, to weigh
the cholesterol, to time the jogging efforts
undertaken, and out of this a very large

Professor Klaus Lindpaintner, 
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database has been created allowing some
very good assessments to be made and help-
ing us to understand what the environment
contributes to health or disease. However, the
tools for researching genetics were only
recently acquired. There is no such thing as a
genetic disease, or an environmental disease,
nor is there any expression of life that is
purely driven by genes, or the environment.
Even classic genetic diseases, such as
haemophilia, where the gene and mutation is
known, will not come to their clinical expres-
sion and will not impact on the life of the car-
rier until there is an environmental contribu-
tion such as the slipping of the knife, or falling
down a set of stairs. Interestingly, when it
comes to car accidents and gun shot wounds,
it is accepted that those problems are primar-
ily caused by the environment. Yet, when one
looks further at family history it is clear that
there are families that are more likely to suf-
fer from gunshots and car accidents than oth-
ers. A good example is a prominent political
family from the east coast of the United
States.

When it comes to certain cancers, although
certain genes provide or control a predisposi-
tion to develop the disease, it is the environ-
mental factors that are much more powerful
(eg lung cancer). There are other types of
cancer, however, where genetics seem to be
more powerful and this is a very complex sit-
uation. Multiple genes, multiple gene variants,
and multiple environment factors control and
influence the appearance of these diseases
and because of this, it can only ever be said
that someone has an 80% chance of getting
one of these diseases, never 100%. 

In order to put all of this into perspective, one
should look at the history of medicine. What
has driven medical progress over the years?
Arguably, it is not doctors who have made the
largest impact on public health, but engi-
neers, farmers and teachers. When it comes
to medicine, progress has come about primar-
ily along two roads. The first is differential
diagnosis with a better, more specific under-
standing of a disease, and the other is
prospective risk assessment which enables us
to engage in disease or risk prevention. A shift
from the clinical definition and diagnosis of

disease towards a molecular definition and
diagnosis is hoped for, and this is where the
parallel shift may occur.

If one looks at breast cancer, there are two
main types of cancer; two thirds of women do
not process a certain proto-oncogen, or
growth factor, which makes the tumour grow
faster, while the remaining third does. This is
an important diagnosis, because these women
have a much more aggressive tumour and a
much worse prognosis. By understanding the
connections, more specific treatment can be
administered. LaRoche and Genetic have a
powerful drug on the market today, but it can
only be prescribed after the in vitro-diagnos-
tic test has been carried out to identify specific
cases. It is hoped that ongoing research will
one day lead to even more specific and differ-
entiated molecular diagnosis, thereby increas-
ing the importance of in-vitro diagnostics. It
will unfortunately never be possible to treat
every single sufferer in a custom-tailored
manner, if only for the simple reason that it
would not be financially viable. However, more
advances in understanding the disease, would
enable a shift from interventional healthcare
to preventive healthcare, thus helping to min-
imalise the number of sufferers. 

This process will impact in practicality on the
pharmaceutical industry in various time-
frames. In the short term, it will be seen in
pharmacogenetics, that is in more specific
treatment of patients based on the interaction
between drugs and their genetic makeup. In a
longer timeframe, the impact will be on the
ability to use genetics and genomics to
develop faster and better medicines. Lastly, in
the longest timeframe, the impact will be a
result of new and better discoveries which can
be used to prevent the disease in the first
place.

Pharmacogenetics is differential drugs efficacy
: two patients have the same symptoms, and
the same clinical diagnosis is arrived at, it
therefore follows that they have the same dis-
ease. However, when they are administered
the same drug, they respond differently. This
is usually the case when one patient does not
actually take his/her medicine, but it is
equally likely that there may be drug interac-
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tions, or that the patients simply have genetic
differences. This is what causes problems in
general differential drug efficacy.

The most commonly prescribed medicines
today are good medicines, certainly much bet-
ter than those that were available 50 years
ago. However, on the one hand a small to sig-
nificant number of people will not, or will only
partially, respond to these medicines. On the
other hand a significant frequency of serious
adverse events are encountered. Data from
geriatric US hospital patients documenting a
large number of serious side effects has been
gathered and, invariably, there is a substantial
number of patients who actually die from
these adverse effects. It is currently impossi-
ble to predict different responses from indi-
viduals using any clinical or demographic
parameter, but if more was known about dif-
ferential genetic background then maybe it
would be possible. 

One of the fundamental problems facing the
pharmaceutical industry lies in the fact that
from a possible 100 projects started, only one
drug actually makes it onto the market. The
cost spiral that occurs once the trial starts to
involve humans, when things start to cost
incredibly much more, is extremely steep. On
an exponential scale, clinical development of
drugs costs about USD550 million today. If
nine out of ten of these drugs fail, the costs
involved are huge. If that curve could be
pushed down to arrive at a higher attrition
rate of projects early on by understanding
better what might happen to these drugs
downstream, be it that they may result in
intolerable side effects, or not even prove to
be efficient, then it follows that better
medicines could be developed in a much more
economical fashion. 

Roche currently has an alliance with deCODE
where they are working on twelve different
diseases in four indication areas. This interac-
tion is milestone driven, meaning that it is
only when deCODE has a success that rewards
are reaped. In this alliance, not a single DNA
sample leaves Iceland. All the work is carried
out in Iceland, with obvious benefits to the
community, which was indeed a cause for con-
cern before it was started. A large number of

Icelandic scientists, who traditionally had to
go into the Diaspora, have now been able to
repatriate. Roche has also made a commit-
ment to supply any products that come out of
this collaboration for free to the Icelandic
healthcare system. The system has been very
successful so far, producing three milestones
already, with several more about to be
announced. However, many questions remain
to be answered. Will the targets found with
genetics be better targets than in the past?
Will they be tractable targets? For diagnos-
tics, there is a clear yes, because by definition
if a gene, or a gene mutation that causes a
disease is found, we have already a diagnos-
tic on our hands. For therapeutics, it is possi-
ble, but most biological molecules are very
difficult to target. It is felt that genomics will
not, however, lead to shorter discovery and
development cycles. However, if the failure
rate of drug development could somehow be
reduced from nine failures out of ten to eight
out of ten, success could be improved by
100%, thereby decreasing the overall devel-
opment cycle time by 50%. 

In the past, pharmaceutical research was pri-
marily driven by chemistry. Chemistry pro-
vided the molecules that were handed over to
the biologist who tried them out. There was a
focus on compounds and the principle action
was secondary. The general attitude was that
it didnÕt matter, as long as it worked. However,
once biology came into the story, it became
the driver and chemistry focused on testing
out biology: testing molecules that worked
against certain biological targets to see if by
inhibiting or affecting that target the desired
biological result was observed. There was a
focus on mechanism of action, and as we have
witnessed over the last five to ten years, there
is a development that moves us into a division
of labour, where the early biological discovery
and knowledge creation becomes more and
more the domain of small, flexible, very
quickly deployable and highly specialised
companies, such as deCODE. The domain of
the larger companies is in the high screening,
the medicinal chemistry and the clinical devel-
opment, where very large efforts are needed
and would be difficult for a small company to
obtain. 



2 6

There is a widespread justified fear about the
abuse of genetic information. It is powerful
information and if it were to get into the
wrong hands, it could be abused in a most
detrimental fashion. Interestingly, there is an
equally strong lack of concern as regards
other medical information which, arguably, is
much more sensitive in many ways today than
genetic information. 

In this respect the focus on confidentiality
might eventually and ultimately limit the util-
ity of the information to be deployed to the
patientÕs benefit. What is needed is a societal
consensus to create a legal framework to pro-
tect the individual, while at the same time
allowing the use, in a legitimate and beneficial
way, of genetic information. It must be a
dynamic type of framework because what is
legitimate and beneficial will change over
time. There is a great need for international
harmonisation of these legal frameworks, so
that there will not be a different set of rules
and entities in every country. Most impor-
tantly, the responsibility of physicians, scien-
tists and everyone involved in the whole pro-
cess is to engage in a dialogue with the public.
It is not only about informing and teaching the
public; it is about interchange; about listening
to the concerns of the people and responding
to them. This has been done in Switzerland
since the referendum on genetic technologies
some years ago. If we believe that genetics is
important for all diseases, and that we need to
use genetic data to make further progress in
healthcare, then society has a legitimate
interest, a right, to access each and every

piece of our genetic information - if we so con-
sent - and test it in an aggregate fashion to
generate the knowledge that will enable
future progress in health care. Obviously, all
of this has to be done with the highest stan-
dards of scientific excellence, responsibility,
and transparency. 

In practicality, genetics will change health.
More sophisticated patient-specific informa-
tion would mean that treatments could be
individualised, they could be administered
earlier, more successfully and, hopefully, more
cost effectively. Conceptually, however, the
course of medicine of the last 300 years will
not change enormously. Genetic information
is simply biological information on a different
level, and one of the major reasons why there
are such developments in genetics and
genomics today is that DNA and RNA are very
primitive molecules. 

To conclude, let me quote Sir William Osler,
arguably the greatest physician who ever
lived, who in his book titled ÒPrinciples and
Practices in MedicineÓ said, Òif it wasnÕt for the
great variability among individuals, medicine
might be a science and not an artÓ. You notice
that he is very critical of the art of medicine.
Of course in OslerÕs days there wasnÕt much
but the art of medicine. I would like to end on
an optimistic note. If we move forward and
are able to deploy more and more science into
the treatment of our patients, as physicians
we will once again have more time to practice
the art of medicine, talk to our patients and
spend time with them.
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A photo portrait of the EFTA
business workshop in Reykjavik,
Iceland

1. From left to right: Ms.Grete Gautvik,
Confederation of Norwegian Business and
Industry, Mr.Per Tresselt, Judge of the EFTA
Court and Mr.Jon Vea, Confederation of
Norwegian Business and Industry and a member
of the EFTA Consultative Committee.

2. Ms. Sissel Monsvold from the
Federation of Norwegian Commercial
and Service Enterprises argues her
point.

3. The member of the EEA
Consultative Committee and The
Gin and Vodka Association of
Great Britain, Mr. Clive Wilkinson,
displays the UNICE Benchmarking
Report 2000 to stress his point.

4. Between colleagues! Representatives from
trade unions in Western and Eastern Europe
sharing their views during break. Mr.Johan-
Ludvik Carlsen (left) from the Norwegian
Confederation of Trade Unions and the vice-
President of the Czech-Moravian Confederation of
Trade Unions, Mr.Zdenek M�lek.
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5. Listening with attention! Front row
from left to right: Ms.Danuta Piontek,
President of the Polish Confederation of
EntrepreneursÕOrganisations, Ms. Erna
Gudmundsd�ttir, Confederation of State
and Municipal Employees and Mr.David
Foden, European Trade Union
Conference.

6. Having a chat on the new economy and
its rammifications! From left to right:

Swiss Ambassador Mariono Baldi,
Mr.Gregor K�ndig, Ecnomiesuisse, and

Gudmundur Einarsson, EFTA SecretariatÕs
Secretary to the Council and to the

Parliamentary and Consultative
Committees.

7. Participants getting ready at the
opening of the EFTA Business Workshop.

Front row from left to right: Ms.Erna
Gu¶mundsd�ttir, Icelandic Confederation

of State and Municipal Employees,
Mr.David Foden, European Trade Union

Conference, Mr.Thomas Knutzen, Director
of Information of the Norwegian Hydro
Aluminium and Mr.Geir Gunnlaugsson,

Chairman of the Icelandic Reydaral Inc.

8. Panel discussions in progress.
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9. Ms. Eve P��rendson from the
Estonian Confederation of Employers
and Industry sharing the Estonian
experience.

10. Dr. Klaus Lindpaintner (3rd from left), vice-
President of the Swiss F. Hoffmann La Roche AG,
addressing the audience while the other speakers
await their turn. Mr.Peter Brennan, Irish Business
and EmployerÕs Confederation (far left), Mr.Mark
Gurney, vice-President at deCODE Genetics (second
from left) and Mr.Ari Sk�lason, Secretary-General of
the Federation of Icelandic Trade Unions and Member
of the EFTA Consultative Committee (far right).

11. Panellists taking
questions from the audience

and preparing responds.

12. Icelandic Parliamentarians and members
of the EFTA Parliamentary Committee
exchanging views. Ms. Thorgerdur
Gunnarsd�ttir (left) and �gmundur J�nasson.

13. Some of the topics raised at the EFTA
Business Workshop were of grave importance.
From left to right: Mr.Harald Aspelund,
Counsellor in the Permanent Mission of
Iceland in Geneva, Mr.G�nter Frommelt,
Counsellor in the Liechtenstein Mission to the
EU, Mr.Norbert Frick, Ambassador in the
Liechtenstein Mission to the EU and Mr.Jean-
Francois Riccard from the Swiss State
Secretariat for Economic Affairs.
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Session II
Roles and responsibilities

I have been given the Òheavy dutyÓ of chair-
ing the afternoon session. In the morning we
spoke about changes and I would now like to
speak about constants. 

Our first speaker this afternoon is Mrs.
Donnelly, a good friend of EFTA, who has par-

ticipated in several meetings as Head of Unit
in DG Employment and Social Affairs in the
European Union. Her presentation is entitled
ÒCompetence and capability in the new econ-
omyÓ.

Pierre Weiss, 
Swiss Union of Employers, Vice-Chairman 
of the EFTA Consultative Committee

The Swiss Vice-Chairman of the Consultative
Committee since 1992 has an impressive academic and
professional career. Since obtaining his PhD in
economic and social sciences at the University of
Geneva, he has been a guest professor in a number of
European universities, still giving lectures today. At the
same time, he has taken up duties in several regional
employersÕ federations. His writing also appears in the
columns of various Swiss newspapers. His mandate
includes the ILO and the United Nations Development
Program, as well as the World Bank. He has written
publications on topics close to our interest here today Ð
such as ethics, education and labour market.
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Competence and capability 
in the new economy

Thank you very much for the kind invitation
and for the opportunity to speak with you
today on some of the issues surrounding the
new economy and new borders. Before I start,
I would like to give you my own view, which
his that the new economy in fact isnÕt a new
economy. The new economy is the old econ-
omy using new technology and it is important
to bear in mind that the whole world is not
going to change into a totally new economy
with the loss of the old economy. What is
more likely to happen is that the old economy
will merge and adapt using the benefits of the
new technologies that have become available.

The questions to ask when thinking about the
new economy are: ÒWhere are we? Where do
we fit in the scheme of things?Ó It is a bit of a
surrogate marker of course, but we could
identify the state of play in various regional
blocks in the world if we look at the extent to
which people are ÒonlineÓ. In this respect,

America is without doubt in the lead, with
Europe finding itself in second place. That is a
clear challenge, but despite the fact that
Europe is already growing at a faster rate than
the United States, it is clear that it is not fast
enough. We need to catch up. Indeed that is
the message from the Lisbon Summit. When
they met in March 2000, the Heads of
Government marked a very clear target -
Europe was to become the best, the most
competitive, and at the same time achieve full
employment. The deadline for reaching this
target was 2010. In trying to achieve this,
there are various actors with their own roles
and their own responsibilities. Today, I would
like to address three groups of actors: public
authorities, social partners and, of course,
individuals. My presentation will only focus on
certain aspects, as it is neither necessary, nor
possible time wise to give an entirely compre-
hensive overview. 

Marie Donnelly, 
Head of Unit, DG Employment and Social Affairs, 
European Commission

Ms. Donnelly, is Head of Unit in DG Employment and
Social Affairs in the European Commission. Her Unit
Adaptation to industrial change, work organisation and
the information society deals with the elaboration of the
Communication ÒStrategies for jobs in the Information
SocietyÓ, development of policies in the European
Employment Strategy, especially in Adaptability Pillar and
lifelong learning and last but not least, support of Social
Dialogue through innovative actions - particularly in the
area of industrial change and new forms of work and work
organization. Ms. Donnelly has previously worked in DG
Enterprise in the area of Pharmaceuticals. She came to
Brussels from Dublin, where she had been working as
Industry Group Director with the Federation of Irish
Chemical Industries.
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The first issue to look at is in terms of respon-
sibilities of public authorities and not just
Member States. It is a responsibility of public
authorities at central government level,
regional government level and perhaps
arguably even more so at local government
level. One of the first tasks or challenges of
public authorities is to ensure that it is possi-
ble to access and to benefit from the new
economy. Clearly, a factor of access has to be
related to the cost of access. It is evident that
the higher the cost of telephone charges in
Europe, the lower the extent of use of the
Internet. This is one of the reasons the heads
of governments said, Òwe have to move much
further and much faster in terms of our liber-
alisation packageÓ. We have had a liberalisa-
tion of the telecom sector in place since 1998,
at which point in time there were 85 different
pieces of legislation introduced. It undergoes
an annual review and as part of this review
next year, all of those items of legislation will
most probably be consolidated. An important
addition this year is the unbundling of the
local loop. It is the last step between the PC
and the network system, which had been left
in the monopoly structure until now. 

We have a framework approach to the policies
of public authorities in terms of moving into
the information society and the knowledge
based economy and we use the brand name
e-Europe for that. It is an action plan for the
period 2000 to 2002 and covers all policies
that impact on the extent of adaptation and
adoption of new technologies, whether they
be in the area of infrastructure, human
resources, education or training. The other
framework conditions that public authorities
have responsibility for are in the following
areas: competition, facilitating legislation on
issues such as electronic signatures, elec-
tronic commerce, and clarification of the situ-
ation with regard to copyright. 

Another aspect of public authoritiesÕ role and
indeed responsibility is the matter of security.
Security on the Net is one of the real factors
inhibiting its usage and its adoption, both by
business and by individuals. The addition of
smart cards and the identification of a com-
mon standard for smart cards so they can be
used extensively is a priority. 

A second role and responsibility of public
authorites in the new economy is with regard
to the digital divide. There is a very marked
north/south distribution of access to the
Internet in Europe, very predominant in the
northern part of Europe and declining quite
rapidly in the southern part. If this is com-
bined with the relative imbalance of usage
related to income, where high income users
are three times more likely to use the
Internet, or be connected, than low income
users, one can see that there is a real chal-
lenge with regard to the digital divide in
Europe. The current ratio of men using the
Internet in Europe to women is 4:1, although
that is rapidly changing. As can be seen, there
is a very clear imbalance in the extent of
adoption and use of this new technology, in
terms of geography, income and general bias.
The question is: whose responsibility is it to
take up this potential digital divide and do
something about it? Arguably, the public
authorities themselves have an important role
to play. They have a role in terms of making
sure that they do whatever is in their power to
avoid a situation of exclusion. The first, and
perhaps the most important current challenge
facing public authorities in terms of the infor-
mation society is to ensure that people have
access. Not everybody wants to, or indeed can
afford to, have a computer at home, so the
question is where and how can they use the
system. We are back to a situation parallel to
the 1950Õs with regard to public access,
phones, only now it is the public access points
for the Internet that are at stake. The first
challenge is to ensure that there are sufficient
numbers of public access points so that
nobody can be excluded on the basis of phys-
ical access. This is a challenge that is cur-
rently being taken up.

The second part, and it is inextricably linked
to the whole concept of having Internet pub-
licly available, is that access in itself has to be
supported. A help facility needs to be set up
on the site of the public access point where a
person can be taught the basics without hav-
ing to return to an education establishment.
These facilities need to be set up in the super-
market, in the Post Office, in the library, or in
some other convenient everyday location. It is
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a dual responsibility for public authorities to
ensure that firstly, physical access is possible
and secondly, that it is supported in some
mechanisms. As an example, it has been
decided in France to use post offices as public
access points, and the intention is to have stu-
dents in the locality three hours a week, each
helping the general public to understand and
learn the system when they come into the
post office. That is just one way of doing it. In
the UK they use libraries. There are indeed a
number of different approaches that are being
taken. 

It is not just a question of getting access to
the system and being able to use it. There has
to be utility, a service, an interest, a product
in the system, that makes it attractive for
people to approach the site initially, to use it,
to gain confidence to access it and it is here
that the public authorities equally have a role
and a responsibility to make public services
available online. 

A survey with the EU Member States is cur-
rently underway to identify to what extent
public services are being made available
online. The question is asked in four parts: 

The first question is whether information is
available Ð documents, legislation, brochures,
leaflets and so on and so forth. There was a
rather high response to that. It is probably the
first stage and it is, relatively speaking, the
easiest one.

The second question is, whether there is an
open channel of communication where a citi-
zen or a user can ask a question? The num-
bers decline once you move into this idea of
communication. 

It becomes even more difficult when you ask
a question about two-way dialogue. Can you
actually answer back? Is a two-way channel
of communication possible? Of course it
implies resource implications for the service
provider to answer the question, or to react to
the issues, or to be able to provide the infor-
mation down the line. 

The key issue and the point we ultimately
wanted to arrive at is whether the entire
transaction can be completed online? It will
come as no surprise to see that the only

department that is in any way advanced in
that context is the Department of Finance. In
some Member States, taxes can be paid
online, but other than that, most public ser-
vices are not yet at the point where you could
complete a transaction online.

This is therefore a very real challenge for pub-
lic authorities at all levels, obviously at central
levels, but equally at local level because in
many instances, these circumstances would
be distributed in a decentralised way. This is
an important role and responsibility of public
authorities in terms of moving the economy
and indeed the population into the knowl-
edge-based society.

Another question to be addressed is where the
social partners find themselves in a context of
challenges and opportunities of this new econ-
omy. The one constant, the only certainty, is
that there will always be changes. Many fac-
tors impact on business and work today, caus-
ing great distortions, certainly vis-�-vis the
old and it is clear that we have to think of new
ways of adapting to the new challenges. In
this context, it is also clear that social part-
ners take centre stage because they are in the
place, in the location, with the challenge of
responding to these changes.

Some challenges obviously still remain. If we
look at the issue of business take-up of the
technology, from the point of view of enhanc-
ing productivity, we can see that there is quite
good take-up for large companies. However,
the take-up and usage among small compa-
nies is less, and certainly by the time you get
to very small companies, it declines very rad-
ically. There is also a very heavy emphasis on
the side of computers (Internet and e-mail),
rather than external interaction. Even within
the overall picture, there are marked differ-
ences between EU Member States. For exam-
ple, Germany is considerably further
advanced, including for micro companies,
than France. Businesses have as of yet been
slow in adopting new technology and clearly
that poses a problem in terms of slowdown of
productivity gains.

A second aspect of this is the rationale for
investment and where it is directed to.
Typically, investment has largely been
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directed to internal processes Ð production,
accountancy, management systems Ð in other
words, looking within the company to see
what efficiencies can be gained and what
costs can be reduced. There is only a very
slow realisation, an emergence of view, that a
company can actually use this technology to
look outside, to turn itself inside out and inter-
act with the outside world and in so doing
increase revenues. The Nordic countries are
well advanced in this context, certainly vis-�-
vis the rest of Europe. 

The third challenge in terms of trying to max-
imise the benefits of the possibilities of these
new technologies is with regard to the reor-
ganisation of work processes. It is clear that
in order to get the maximum from an invest-
ment in new technologies, there is a triangle
of actions that need to take place simultane-
ously. When it comes to the investment,
learning has to go with it and work has do be
reorganised. The analysis that has been done
shows the extent of productivity gains that
can be achieved with the combination of
investment, learning and new forms of work
organisation. 

What is also clear is that there is a constant
pressure. Performance standards are going up
all the time. Change is a constant which
becomes more and more difficult to live with,
even in the Commission. A second challenge
that faces the social partners, other than the
technology itself and the productivity gains
that can be achieved from it, is the issue of
labour market Ð labour market supply and
labour market skills Ð and there is a real chal-
lenge in terms of trying to get these together.
One of the biggest difficulties experienced is
coping with a situation where bottlenecks
exist on the one hand, and skills become
redundant on the other. In Europe we have a
situation where there is a skills mismatch and
shortage, as well as a labour and labour mar-
ket shortage. This is somewhat difficult to
believe, given that there are almost 10%
unemployment levels across the 15 Member
States, but the fact of the matter is that very
distinctive labour market shortages are
becoming evident in certain regions in Europe.
Almost all across Europe there is a high skill
shortage, and without any doubt a skill mis-

match across many of the parts of Europe, as
well.

What is being done about that? The challenge
could be divided into different groups. It is
important that new entrants to the labour
market enter with the necessary skills and in
order to achieve that, the educational system
has to be rapidly brought up to date so that
these skills will be acquired as part of the nor-
mal curriculum. This is why, for example,
Lisbon adopted the target of having every
school connected to the Internet by the end of
2001, of having every teacher trained in ICT
literacy by the end of 2002 and of having this
integrated into the curriculum by 2003. It is
an important challenge, but in a way it is a lit-
tle easier than the next stage, because at
least here students are in a classroom and can
be force-fed the information if necessary. It
becomes much more difficult when it comes to
the next groups of people.

The workforce in Europe comprises some 150
million workers, of which rough estimates
would say about 30 million are ICT literate.
This is a challenge. Over 100 million people
need to acquire ICT literacy skills. There is
also a situation where there is a high profes-
sional and technical skill gap, and the chal-
lenge here is how to teach these skills to the
people in the community who are not in edu-
cation, or in work. The skill gap in Europe is
worsening, and arguably in the US it is
improving for a number of reasons, not least
due to the fact that they have increased the
quota of immigration visas for people from
Europe and many Europeans are going to the
States, rather than staying in Europe. We
have a skill gap at high professional levels in
Europe because in some countries there has
been a decline in take-up of technological
places. In other countries, there have not
been enough technological places, although
that is not often the case. There are two
Member States in Europe who have extended
their third level education places in this
domain, but for the most part, there is a lack
of take-up, in particular a lack of take-up by
women. In certain countries in Europe the
numbers of science and engineering gradu-
ates are declining quite rapidly and, therefore,
the potential pool declines with it. This is
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clearly an issue where social partners have a
role and a responsibility in terms of relating
labour market needs to the educational insti-
tutions, such that they can deliver the skills
that the labour market needs in a timely way.
The educational institutions cannot do it on
their own; they need the market to tell them
what is needed and they need the flexibility to
be able to change because the technology is
moving so fast. It becomes very hard to main-
tain a curriculum constant when almost every
year it has to evolve to match the needs. 

It is not just at the level of University gradu-
ates, PhDs and others, that there is a gap in
Europe. The bigger gap comes at a somewhat
lower skill level, but nonetheless a technical
skill level. The shortage of network specialists,
currently stands at over one million. The edu-
cation requirement for a network specialist is
not enormous. The education takes twelve or
eighteen months, and there is no real neces-
sity to have had a background in the field. So
the opportunity does exist to take early school
leavers, unemployed, and those who want to
retrain, and facilitate their requalification in a
direction where the market demand exists.
What is clear, is that enterprises cannot find
people with the relevant skills, and what is
even clearer is that everybody in the labour
market will require ICT literacy skills. This is
why, when we look at the political statements
coming from Lisbon, and if we take the
European employment guidelines, the target
of providing every worker with ICT skills by
the end of 2003 has been adopted and has
been addressed directly to social partners. It
is not possible for public authorities to take up
that role; they can support it but they cannot
deliver and we have to be realistic and
acknowledge this from the outset. It will only
be possible to deliver this level of new skills in
the labour market if the social partners take it
up within a framework structure which can be
implemented on the ground. 

A common opinion is that if you go to the
social partners, there is not enough represen-
tation to be able to deliver the kind of frame-
work and actual agreements that are needed
to achieve this level of life-long learning and
education. It is true to say that the level of
membership of both trade unions and employ-

ersÕ associations across Member States varies
greatly. What is very important, however, is to
look at the level of coverage of agreements
made by social partners in those countries,
which is very high. The social partners do
actually have the power to deliver on this very
real challenge and it is perhaps the most sig-
nificant challenge that faces the social part-
ners today as we move into the new economy. 

The third group we need to look at consists of
individuals, who have roles themselves in
grasping the opportunities available to acquire
new skills and to find a place in the new econ-
omy. The rationale for this is that we are mov-
ing through the user base of the technologies.
Initially, only the technical engineers in the
back office put in the systems with large
boxes with flashing lights. Later, technology
moved more to the front office, and the back
office became the front office, with support to
provision of a product or a service. A situation
is rapidly developing now where the cus-
tomers, the users and the clients must be ICT
literate. Banks are a good examples of this. It
is clear that individuals themselves have both
a role and a responsibility to ensure that they
are not left behind by the new economy,
regardless of whether they are at work or in
education, or perhaps even more so if they
are not in work or education. They need to be
able to acquire these skills because otherwise
they will be left out.

All in all, it is clear that the new economy has
arrived. It has brought with it many new
opportunities and hopefully these new oppor-
tunities will provide new solutions to the old
problems, rather than presenting new prob-
lems without any new solutions. 
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The new economy; 
the need for a new human
resources strategy in the
transformation process

Distinguished colleagues and friends,

My thanks go to the EFTA Consultative
Committee at whose kind invitation I have the
honour to be here with you now. 

I would like to focus my presentation on the
fact that there can hardly be a Ònew economyÓ
without Ònew human resourcesÓ, which espe-
cially concern the heavy legacy of transition
countries, my own included. The Czech
Republic, being one of the candidate countries
to the EU, takes the process of enlargement
as imperative to enhance our efforts aimed at
rebuilding our country and our whole society
anew. 

Some important factors that we are very
aware of are the following:

Technological changes speed up and, with
them, markets become more and more dis-
persed. The innovation process, together with
the sphere of new technologies, becomes one

of the most significant factors under the
expanding globalisation process. Team work,
managerial skills, delegating decision-making
powers, various models of working processes
and of communication become more and
more important; labour markets become
more and more individualized, and so called
ÒflexibilityÓ is on the agenda of the day with all
its disputability; in contrast to the disappear-
ing working places, a sort of boom can be
seen in Ònew economyÓ sectors such as infor-
matics, technologies etc.

These factors show us how important it is to
find new ways of developing further human
resources so dependent on adequate educa-
tion and the learning process.

Because of different reasons, little attention
was devoted until recently by the majority of
political representatives, but also by society

Zdenek M�lek, 
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as such, to systematic regenerating and
development of human resources.

Anyone who followed the so-called Czech pri-
vatisation model would have seen that unfor-
tunately it prevented the human resources
from swift adaptation to an increasingly glob-
alised future, and that a lot of time was lost
unnecessarily. This was very unfortunate.
Investors expect human resources to handle
the highest ICT standards and, with them,
connected operations in production and sales,
in financing, managing quality, marketing,
advertising etc. They also expect people to
communicate in foreign languages, especially
in English, whilst at the same time being able
to work in multiethnic teams using highly
cooperative and creative corporate culture.

This characteristic does not concern only
those who are actively involved in the working
process, but it also applies to those who have
been released already and their working qual-
ity must remain attractive. Not only because
of the investors, but because their future will
become a sensitive litmus paper for our own
political and social stability.

In this regard, one particular feature of the
Czech transition process which arises is the
urgent need to solve the problem of not two,
but three, generations of human resources.

Firstly, there is what can be called the Òmiddle
generationÓ, those over 40 years of age whose
will to maintain and newly acquire a job may
be weakened as their specialized education
has often become obsolete due to the former
education system which they went through.
Secondly, there is a younger middle age gen-
eration, who has almost finished, or has just
finished its education and has started to work,
but whose education can still be considered as
Òquasi-modernÓ. Finally, there is the young
generation, still in the education system, the
fate of which is fully dependent on the success
or failure of the very transition process.

Some highly developed countries speak about
so called Òtalent driven societiesÓ and even
distinguish between human capital and knowl-
edge capital. The Czech Republic is a small
country, which is not so much a disadvantage,
but the fact that its many freethinking and

spirited spirits were continuously persecuted
throughout almost the whole second half of
the century is.

It is especially valid if we take into account the
present tense State and public budgets, as
well as the working capital problems of the
majority of enterprises, often multiplied by
short-term goals of the newly-bred domestic
owners who rarely count investing in their
own employees among their top priorities.

Despite all these oddities, it is necessary that
the present advantage of rather low wages,
combined with otherwise decent traditional
qualification levels, be reshaped into a com-
petitive advantage, based on high and inter-
nationally comparable qualification levels, cre-
ativity, positive adaptability and high working
morals of domestic human resources.

The following needs have therefore been iden-
tified:

Political representation, as well as the public,
must focus on identifying the obstacles they
have not been able to overcome until now due
to different internal reasons. An extraordinary
mobilization of all national human resources
must take place as soon as possible. PeoplesÕ
natural talents must be scrupulously sup-
ported and developed. The whole education
system must be modernized so that it corre-
sponds to European trends and international
standards. Individual, public and private edu-
cation should become one of the top societal
priority values accompanied by proper stimu-
lation and institutional mechanisms. Certain
prejudices linked to the previous era must be
replaced quickly by oneÕs own ability of cre-
ative, realistic and situational thinking,
strengthened by ethical integrity and enriched
by successful experience used abroad.

Transition from a closed society and centrally
commanded economic system is always
unimaginably difficult. Efforts have been con-
centrated on bridging the gap for the lost
period of half a century in order to acquire
efficient levels of democratic and market liter-
acy that come only through personal experi-
ence, a process which takes a considerable
amount of time and is not free of mistakes.
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No doubt, a lot in this respect can be, and has
already been, positively influenced by trade
unions. For example, we have seen the possi-
ble contribution to informatics literacy of
employees and members, improving profes-
sional training and craftsmanship value added
levels, abandoning former classical methods
of work organisation, increasing workers
mobility, elevating the culture of sound social
partnership and of social dialogue etc.

In this context, we can also look at the man-
agers, entrepreneurs and owners who are an
indispensable part of human resources, and
upon whose internationally competitive
knowledge and abilities, but also good corpo-
rate governance, the employment depends.
Their situation is especially difficult if we take
into account that ten years ago there was
total darkness as concerned the real function-
ing of market forces. Besides, the same fully
applies for the new role of public and state
administration sectors under the quickly
changing market system.

We cannot underestimate the importance of
regional management of human resources
and of the social partnersÕ role in this regard.
Taking the issues of sustainable growth,
employment and of observance of fundamen-
tal human rights as our top priorities, a lot of
work still lies in front of us. Again, we have
identified the principle areas as being:

to understand the challenges of future
changes (economic, technological, organiza-
tional, social etc.), to target properly the
development of human resources, knowing
that one can scarcely leave out any period of
evolution and that only a new young genera-
tion without a stigma of the past, i.e. already
born in a new reality of market system and
possibly of information society, will end the
process of our inner, psychological and most
difficult part of transition; to scrutinize the
real resources and capacities at our disposal
in this field; to define the overall and partial
strategies of human resources development;

to exert efforts aimed at building trust among
individuals and between them and social insti-
tutions as preventing exclusion and disaffec-
tion can help enhancing societyÕs stock of

social capital that helps other factors to be
effective.

Being a country not endowed with significant
natural resources, we know that our only real
capital is the people who reside in our country
and want to stay and work in it, contributing
thus to peace, security and prosperity in the
region and world-wide.

I am not the best person to speak here among
the most developed European countries,
about the complexity of the Ònew economyÓ.
My contribution was to show you that we have
been trying our best to catch up with you: To
reassure you that we take the process of
European enlargement seriously. That we are
aware that it is not only the EU, but also the
European Economic Area, that we will have to
be prepared for. 

Your invitation to me demonstrates that you
also want to understand better the situation in
our region and, hopefully, to assist us in our
historic re-birth so that Europe can be even-
tually and once for all united.
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Small and medium-sized
companies in the new economy

Chairman, Ladies and Gentlemen,

I think that now at the beginning of this
Millennium we could say in many respects that
things are too good to be true. We have, for
quite some time now, had economic growth,
we have had falling unemployment and we
have had lower inflation. Being Europeans, we

have to accept that the US has been leading
this period with something like 4% growth in
a GNP for at least 6 years, lowering the unem-
ployment from something like 6 to 4%, and
Europe has been lagging behind, but moving
along. We have seen an economy where the
information technology sector has been lead-
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ing the growth and what I would like to do is
to add a little bit to the earlier discussions on
the new economy and tell you my view on
what is the new economy. 

I will also talk about the role and the respon-
sibilities of the government and the SMEs in
continuing the new economy. What has been
happening in Iceland can be taken as an
example of the importance of medium sized
companies, and as all companies in Iceland
are small or medium sized, it is a good
example. 

In the last 5 to 10 years, we have had mas-
sive investment in risky innovations in infor-
mation technology. We have also seen consid-
erable retooling of the financial market. If we
compare, for example, the stock markets 10
years ago and today, there is a huge differ-
ence. There has been an increase in adven-
ture capital etc., financial institutions have
improved their operations and governments
and companies have been cutting costs to
improve operations. Increased flexibility and
efficiency has been visible within the compa-
nies and the result of this has been what we
have characterised as a new economy which is
demonstrated with fast growth and low infla-
tion. People quite often look at new economy
as being mobile phones, or having a bank
account, but that is not necessarily the new
economy. The new economy is much better
described by what we have here. I have had
the experience of leading one of the compa-
nies in Iceland which is considered one of the
leading companies in the new economy, from
which I resigned last year. Now I am heading
the Icelandic side of a project of building an
aluminium smelter in Iceland. Some people
have accused me of treason, of leaving this
new economy company and going into an old
style, old economy company, but that is not
what the new economy is about. New econ-
omy is about using the new technology to
improve the efficiency of operations, and of
using new technology to improve the standard
of living in a country. It is only if companies do
not adapt and do not implement the benefits
of using the new technology, that they will
become part of the old economy. 

The new economy is knowledge based, but
built on old virtues. Thrift is still very impor-
tant, for example in investments and market
forces and one could say it is just as important
to know how to manage your stock in the new
economy. We see very good examples of that
in high profile companies that have been
looked at as future companies, but are not
able to manage such things as their stocks
and this is now causing a lot of difficulties. The
old techniques must still be mastered, or
there will not be benefits. 

Another aspect of the new economy is that
there is now a global market. There is no
longer enough payoff in small markets, partly
because the national market is too small for
investment in risky innovations. That is obvi-
ous in Iceland, where there is a small market,
and developing only for the Icelandic market
will not pay off the development cost.
Domestic markets have also been opened up
despite some opposition. With the opening of
the domestic market many businesses discov-
ered their weaknesses and were forced to
make improvements that initiated innovation.
The new economy has been technology driven
and in most areas creates more jobs than it
destroys. 

In Iceland, the fish processing industry has
been very important and people were afraid
that if new technology was introduced, jobs
would be lost. An example of this is a fish fac-
tory that some 10 years ago used 400 people,
now only employs 100 people. In the mean-
time, technology has introduced quite a lot of
other jobs and it turns out that despite the
number of people, who because of new tech-
nology are working in the fish industry, there
is a shortage of people. So if those changes
had not taken place, there would be big prob-
lems. The global prospective of the new econ-
omy must be taken into account, the informa-
tion revolution, the fact that data is now
available all over the world. Today, everything
is available worldwide. Contracts are drawn up
and concluded on the Internet and the world
is much smaller than it used to be. We are
seeing more and more people working in dif-
ferent places, they can work from home
because of the information revolution, the
Internet. 
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The new economy also needs a well-run finan-
cial market because a small improvement in
the way capital is allocated in an economy can
make enormous consequences. Then it is a
question of how to continue. What is needed to
continue improving the living standards in
Europe, to continue the new economy? And
what is the role and responsibilities of the gov-
ernments? How important are the SMEs and
what roles do they play? We will continue by
further improving the fundamental basics of
the new economy, by continuing to encourage
innovation, encouraging people to take risks.
We have to encourage the knowledge-based
group and continue with globalisation and the
global market, improving trade relations, and
we have to increase the flexibility and efficiency
in the economy. What is needed to improve the
living standards in Europe, is to increase the
speed of changes in the economy to implement
the new economy. Europe is still lagging con-
siderably behind the US and we have to catch
up with the US because if we donÕt, we will
slowly lose quite a lot of people to the States
and that is what we are witnessing. 

If we look at the role and responsibility of gov-
ernments, one thing that has to be done is to
improve the scientific and technological edu-
cation. There is a lack of people with technical
education today and this gap will not be
reduced unless something is done. The gov-
ernment should increase funding for research
at universities; we have to make certain that
research goes from the laboratory into the
actual life, which is a big task. If we donÕt
improve technological education, we will be
lacking people in the future as is certainly
happening now. The US is increasing the quo-
tas for people with a technical education. We
have to increase competition in Europe, we
have to remove barriers to trade, which has
been done a lot, but more still needs to be
done. We have to look at the world market.
We have to liberalise financial markets; the
amount of venture capital is considerably less
in Europe than in the US and we have to
increase that. For example, it may be possible
for pension funds to put more money into
venture capital. We have to remove unneces-
sary regulatory burdens on business and the
fact that the central bureaucracies, whether in

the Capitals or in Brussels, are still increasing
the regulations. The flow of regulations from
these places is continuous and this causes
many difficulties for business. We have to
improve efficiency in the public sector and
reduce overall public expenditure. It has been
demonstrated that reducing taxes on profit
and income will increase economic growth and
we have to take further steps. Steps have
already been taken in that direction, but fur-
ther steps have to be taken in Europe and we
have to continue liberalisation and encourage
adoption of new technologies.

If we look to SMEs, the fastest growing com-
panies are medium sized. If we look at the US,
the fast-growth companies account for only
4% of all companies, yet they are responsible
for 80% of the job growth between Ô91 and
Õ95. We know that the SMEs are playground
for entrepreneurs and they replace old ineffi-
cient enterprises with new, innovative ones. 

What has been seen in Iceland over the last
10 years is a good demonstration of the new
economy. There has been almost a decade of
economic growth, of low inflation, low unem-
ployment, the economy has created some
15.000 new jobs over a 5-year period, and
there is significant growth in knowledge-
based companies. If one looks at how this has
happened over a 10 year period, it can be
seen that during the first two to three years,
the government was setting up the funda-
mentals. In Ô93/Õ94 EEA contacts were estab-
lished and in Õ95 there was a final phase of lib-
eralisation on capital flow between Iceland
and abroad. Considerable privatisation also
took place, telecommunication in Iceland has
been liberalised and we are moving into a sec-
ond phase. There is a formal budget with
deficit to surplus and further market reforms
are being made as an important part of the
economy. This is what has been happening on
the side of the government and we see that
inflation in Iceland has been in line with infla-
tion in the US and the EU over the last 5 to 8
years, until last year or so. Unemployment
has gone down from 5% to 1.5%. Looking at
how the jobs have been created by sector, it is
very clear how the new economy has been
working in Iceland. There has been a reduc-
tion in jobs in the fishing (1000) fish process-
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ing (200) and agriculture (700) over the last
5 years. There has been a total loss of 2000
jobs in these sectors, which were very much
part of the old Icelandic economy. Then we
can look at where the new jobs have been cre-
ated. They have been created in commerce,
manufacturing, construction and services, and
with the knowledge based companies being
represented in the construction and services
sectors. 

Iceland has also changed with respect to
expenditure on research and development as
part of percentage of GNP. Ten years ago, this
was considerably lower than for the EU, but
has now been aligned with an expenditure of
approximately 2% on R&D.

Looking at how the export of software has
changed in Iceland over a period of 10 years,
it can be seen that in 1990 it was almost non-
existent, but it now amounts to close to 2.5
billion Icelandic kroners. The knowledge
based sector in Iceland in the early 90Õs was
led by industries related to fisheries and fish

processing, but a greater variety of companies
and products has now developed. 

The economic reforms of the Ô90Õs which basi-
cally meant liberalisation of the economy in
Iceland had a very big influence on the new
economy. Before that time, Iceland was a very
State-oriented society with a lot of regula-
tions. There were regulations on how much
money companies could borrow from abroad.
The government, or the Central Bank, was
more concerned if money was owed to a sup-
plier abroad than if a buyer owed them
money. It was a very regulated society, with a
high level of education, which has been very
important. The population in Iceland is also
very young. There is a small, but very recep-
tive home market which is important to
develop products which are sold on the world
market. The population is extremely willing to
adapt and use IT and communication technol-
ogy; about 80% of Icelanders have access to
the Internet, whether at home, or at work, or
in schools, and we have just passed the Finns
with regard to penetration of mobile phones.
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Industrial development and
social responsibility (CSR)

Reflecting a little bit on the so-called new
economy, many things can be said. It is defi-
nitely light, it is portable and flexible, so it
certainly needs light metals, and I can sug-
gest one small thing: without light metals you
probably wouldnÕt be here because the plane
can not carry more than its own weight, so in
order to bring you over, it needs our metal.

I would like to show you the way Norsk Hydro
approaches the new economy and what we
have been doing through the European alu-
minium industry. In Norsk Hydro, and cer-
tainly in the European aluminium industry, the
new economy is interlinked with the whole
issue of sustainable development and there
we have three dimensions: economy; ecology
and the social aspects. Corporate Social
Responsibility (CSR) is part of the social
aspects side, and we can include cultural,
human rights issues, if these are not immedi-
ately included in the social dimension. It is
important to remember that there is an eco-
nomic dimension to sustainable development.
Industry provides jobs, and in many places of
the world, there is a dramatic need simply for
income creation and jobs. The aluminium

industry in particular is located in many
remote regions, which is due to historical cir-
cumstances and the available technology at
the time it was established. This is very much
the case in Norway. In Europe, more than
200.000 people are directly employed in the
aluminium industry and it has a total turnover
of some 25 billion Euro. 

Hydro operates an operational definition of
CSR and has a systematic consideration of
social and cultural aspects of all operations.
The combined objective of this is to create a
long-term business value. 

For some years now, Hydro has been part of
the Dow Jones Sustainability Group Index,
where corporate sustainability is a business
approach which creates long term shareholder
values, by embracing opportunities and man-
aging risks deriving from economic, environ-
mental and social developments. It is claimed
that the members of this index, which are also
called superior performance companies, have
had a return in equity of 15% in the first half
of this year, while the companies included in
the Dow Jones World Index have a return

Thomas Knutzen, 
Director of Information, Hydro Aluminium, Norway

Mr. Knutzen has been the Director of Public Affairs at
Hydro Aluminium in Norway since 1995. He is a member of
Public Affairs Committees in the European Aluminium
Association and the International Aluminium Institute. Mr.
Knutzen began his career as a Personal Assistant in the
Norwegian Ministry of Finance in 1981. He later became a
Journalist and an Editor and worked for the Norwegian
Morgenbladet, ¯konomisk Rapport and Aftenposten.
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equity of 8.5%. To put it simply, sustainability
pays, although it is more complex than this. 

If we look at the stakeholders, there are the
investors, whose main approach is to evaluate
risks and put a price on the risk, the ultimate
risk being the withdrawal of operating
licences. To meet the needs of consumers is
the number one goal of the companies, but
consumers act on many kinds of input. The
social history of a company and its actions, or
sometimes lack of actions, can harm the com-
pany severely, and as has been seen from
time to time, the actions or lack of actions of
a country can impact on this. All companies
are involved in a desperate fight for talent. 

Hydro employs approximately 40,000 people
and the company has to reflect the general
values of these employees in the countries
and regions in which we operate. We cannot,
in the long run, operate contrary to the basic
values of our fellow workers.

Then there are the NGOs, probably the
biggest growth sector, even more than the
new economy I would expect. They can influ-
ence companies by influencing the other
stakeholders and they are experts in utilising
new technology. We can see that the media,
for example, is more likely to seek sources in
the NGO environment, than with companies
and government. NGOs have a very strong
position in this new society and are using new
technology to the utmost. The number of
players has increased significantly and there
is now a borderless society. A good example of
this is a recent bid by Mitsubishi for a contract
in the San Francisco airport, while at the same
time, another branch of the company was
involved in some pipelines in Burma. 

Does sustainability represent something new,
or is it simply something that consultants are
pushing? A leading US manufacturing com-
pany explains that since it was founded, the
company has had a tradition of corporate
social responsibility, although it has not been
defined as such. This tradition is generally
applied after new constructions, expansions,
acquisitions and formations of joint ventures.
Experience has showed, however, that this
tradition must be applied in advance of project
announcements rather than, as so far, in the

aftermath. The same goes for many other
companies. In Hydro there has been a tradi-
tion of corporate social responsibility for over
a hundred years, including the building of
company towns. The whole process, however,
when looked at in retrospective, was perhaps
not a balanced co-operation between the
company and the community, but more a phi-
lanthropic approach. In Hydro, this sustain-
ability and CSR approach is seen as a contin-
uation of the safety, health and environmental
efforts which arose in the different phases. It
started in the early 1960s with restructuring,
sometimes by closing down plants that could
not be modernised. Then came the introduc-
tion of new technologies and industry has, to
a very large degree, managed to combine
these environmental benefits and require-
ments with new processes and technologies. A
major new investment has just been
announced in Norway to modernise and more
or less completely rebuild aluminium metal
plants, while at the same time achieving
strong reductions in emissions, both specific
and total. There is increased energy efficiency,
which will allow for a dramatic improvement in
productivity and this is all combined with
lower investment cost per tonne of new
capacity. Simply put, new, clean technology is
good business. 

Moving on to the life cycle of products, prod-
ucts have to be viewed from cradle to cradle,
this is a process which sometimes causes a lot
of unnecessary discussion. It is a process
requiring total honesty and there is a close
correlation with what you put into and what
you get out of any such study. 

The next phase about to be embarked on by
Hydro is Òsustainable conductÓ, which is how
this economic performance, environmental
care and social responsibility is put together.
The three dimensions are again visible here.
Environmental principles were established
back in 1993, which would demonstrate a
strong sense of responsibility for people and
the environment, and openness in environ-
mental questions. This came to fruition when
we got involved in a complex national
resource project in rural India, and found we
were already armed with the two guidelines
we needed to guide our behaviour. A full CSR
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strategy and booklet is not a prerequisite in
order to be able to interpret these two guide-
lines. Before reaching where we are today,
Norsk Hydro joined the World Business
Council for Sustainable Development and the
Prince of Wales Business Leaders Forum, both
of whom focus on sustainable business devel-
opment. They had also taken part in the work
organised by the Federation of Norwegian
Business and Industry, which resulted in the
publication of a checklist of human rights from
the perspective of business and industry. They
joined Business Partners for Development, a
major co-operation between the World Bank,
several other companies mainly natural
resources and the manufacturing industry,
and some leading international NGOs.
Together, this partnership is a unique opportu-
nity to share confidences and experiences in
this field.

The business approach to sustainable busi-
ness is not just on paper, but is also a way of
dealing. The winners in tomorrowÕs market
will be those companies that meet the
demands economically, environmentally and
technologically. If these three can be com-
bined, products can be developed that will
have a fair chance of being winners.

These are important parameters for strategy
development. They are also a guide as to
where research and development efforts
should be concentrated in order to lead to
more concrete new products and business
opportunities.

Corporate social responsibility can only be
achieved through a dialogue with the different
stakeholders. Companies have a role to play,
but in the new political landscape in Europe
and also on a global basis, cooperation on a
European and global level is necessary. This
can be seen in such global and regional pro-
cesses as the Kyoto process and the WTO.
Hydro has come together with various large
multinationals to open a dialogue with the
national and European institutions and other
European stakeholders. We have conducted a
consultation process with the elected officials
and policy-makers, academics and NGOs
throughout the major countries in the EU.
Building on our learning from this consultation

process, we have clarified the vision of the
European aluminium industry based on the
recognition of sustainable development as a
framework. We have also made some vital
commitments on behalf of the industry, the
most important being to continue the dia-
logue.

Hydro has done much learning, especially
through its mining, or raw materials projects,
such as that in India. This project has pro-
vided us with valuable information on the CSR
issues in project management. We went into a
predominantly tribal district in rural India,
described even in India as one of its most
backward areas, but the mountain range
around the coast is very rich in the basic min-
eral for aluminium production. For several
years, politicians from all main parties of India
have worked towards developing their
national resources to create jobs and eco-
nomic opportunities as well as enhancing
development further in this region. When peo-
ple are confronted with new things they tend
to protest, and in keeping with this theory,
some of those directly affected by this project
have raised their concerns. Some local
groups, NGOs, have protested the plans for
the industrial development in this area. We
joined this project in 1994 and will have to
wait at least one more year before any final
investment decision can be made. What we
have learnt is that the earliest stages of a pro-
ject are the most critical. The seeds sowed
when starting a project like this can later cre-
ate conflicts or misunderstandings, so if that
can be avoided, it is immensely important. 

Gradually, we will try to bring things up to
international standards between the partners,
which include AlCan of Canada and the Indian
Aluminium Company. We have established
CSR guidelines for the project based on inter-
national human rights. We have also laid
down specific site guidelines for more practi-
cal project implementation in the field. These
guidelines are in accordance with a corporate
directive that Hydro has developed on what
we call community responsibilities attached to
industrial development. The directive involves
a number of unconditional standards that
have to be met (such as HydroÕs support of
the Universal Declaration of Human Rights)
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and Hydro will not participate in projects that
will impair those rights. 

In the CSR guidelines it is also stated that the
company will respect cultural diversity, the
project shall not be seen as an assimilation
process bringing non-Hindu tribals into main-
stream Indian society. A project must be
implemented in a way that supports the social
economic development, the needs of the area
in other sectors than the industrial sector. The
basis for all new developments is that the new
industry does not harm the environmental sit-
uation in the area, amongst which water is
one of the most critical. Norsk Hydro has now
worked to solve these issues through dialogue
with all the project-affected people and the
organisation they have chosen to be repre-
sented by. This is a difficult process, when
certain groups, small or big, more or less
reject dialogue, preferring boycotts or even
violence. 

NGOs also sometimes try to bypass govern-
ments, be it on local or national level. In
India, Hydro has on some occasions had to
ask how representative the local government
is of its people and how effective it is in meet-
ing their needs. Participation in local elections
is quite high in the area, certainly not lower
than what we see in Norway. There is a
dilemma: who speaks for the local population
and how can we ensure that their views are
represented? We are now working with medi-
ators from international NGOs to try to break
the deadlock and hopefully bring all parties
together for discussion.

The issues related to sustainability and corpo-
rate social responsibilities are relatively new
and no one has the final answer as to how
they can be solved, or even addressed. This is
a learning process for all involved and we
should support each other. In public debates,
it is too easy to focus only on environmental
or social issues, but sustainability also
involves the economic dimension. Industry is
probably, by definition, more inclined to look
at this economic dimension, but we also have
important contributions in the other two
dimensions. Industry has a key role in the
development and transfer of technology and
product development that a new sustainable

economy will definitely need. All parties
involved should be prepared to share confi-
dences in handling social issues. In the alu-
minium industry, both in Europe and on a
global basis, we are prepared to take part in
dialogue with all stakeholders and we are
committed to transparency, probably the most
important or only foundation from where we
can address any of these issues in the future. 
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From my point of view, there are three main
points. Firstly, new economy rests on the solid
grounds of the older economy. It is simply a
question of using new techniques. Secondly, it
is obvious that there are a lot of possibilities
connected to information technology, genetics
and biotechnology and these can be very

important for smaller economies. Thirdly, the
question of social partnership and the involve-
ment of the social partners in questions and
problems that come up is central if we want to
secure positive results.

Summing up

Ari Sk�lason, is a former Chairman of the
EFTA Consultative Committee. Mr.
Sk�lason is Cand.Oecon from the
University of Aarhus, Denmark. He took
up the post of Economist at the Federation
of Icelandic Trade Unions in 1988, became
International Secretary of the Federation
in 1992 and has been General Secretary
since 1994.

Ari Sk�lason, 
Secretary-General, Federation of Icelandic Trade Unions
and Former Chairman of the EFTA Consultative Committee



4 8

I think we have had a very interesting day.
What has been useful from my point of view is
that we have been able to bring in represen-
tatives from business and they have given
interesting statements on how they try to
cope with the challenges of the new economy.
This was necessary for our Committee, and I
would like to express sincere thanks to the
participants from industry. I think we have
also highlighted and distinguished somewhat
what we should now focus on in our commit-
tee. 

It is extremely important that we are able, in
the continued work of the Consultative
Committee, to relate our work to the interest-
ing and challenging task that we see ahead of
us, that is to cope with what we call the new
economy and also issues like we discussed
just now Ð corporate social responsibility, the
new roles of industry in that field.

The aims of this workshop have certainly been
achieved and these must now be taken into
the future work.

Jon Vea, 
International Director, Confederation of Norwegian Business and
Industry, Member of the EFTA Consultative Committee

The former Chairman of the EFTA
Consultative Committee, Mr. Vea, has
been the Director of the International
Department of the Norwegian
Confederation of Business and Industry
since 1992. He arrived there after a
long career in the Foreign Service. Mr.
Vea also worked in the Ministry of
Industry and was a Director for
Information in the Norwegian Trade
Council. His career in the Foreign
Service was completed in the
Norwegian Mission to the EC, where he
was the Councillor on trade, industry
and research from 1990 to the fall of
1992, and was as such deeply involved
in the EEA negotiations.
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Closing remarks

I shall not try to repeat the summing up of the
various sessions during this conference, but I
would like to say that the ambitions which we
had when we decided to organise the confer-
ence have been more than fulfilled as far as I
can see.

We have not talked much about history, even
if this was a way of marking the 40th

Anniversary of EFTA. We have concentrated
on the future, on modern technology and on
the new economy. It has been a very broad
discussion, from the Irish experiences, to the
genetics in the Icelandic context and all the
others which we have been listening to with
great interest.

I am not sure, but I think this is the first time
EFTA has tried to take up these kinds of sub-
jects and a few years ago it would have

unthinkable. It is a very interesting fact of the
development not only of Europe, but espe-
cially of EFTA, that it now feels natural that we
do this and that EFTA deals with questions
that are also important for individual enter-
prises.

I would like to thank everybody who con-
tributed to the conference as speakers and as
panellists, and I would also like to thank the
Secretariat because I think they have done a
marvellous job in organising this event. Even
though the Consultative Committee is respon-
sible for the conference, in fact the Secretariat
has done most of the work.

With these words I declare this conference
closed and I hope we will be able to exploit
the discussions here in our future work. Thank
you very much.

Jon Ivar N�lsund, 
Chairman of the EFTA Consultative Committee

r
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NEW ECONOMY - NEW BORDERS
EFTA Consultative Committee
Business Workshop

8.30 - 9.00
REGISTRATION AND COFFEE

9.00 - 9.10
WELCOME
Mr. Jon Ivar N�lsund, 
International Director of the Norwegian
Confederation of Trade Unions and Chairman
of the EFTA Consultative Committee 

OPENING
9.10 - 9.20
Mr. Halld�r çsgr�msson, 
Minister for Foreign Affairs, Iceland,
EFTA Ministerial Chairman

9.20 - 9.30
Mr. Olav Soleng, 
Secretary of State,
Ministry of Trade and Industry, Norway

9.30 - 9.40
Mr. William Rossier, 
Secretary-General of EFTA

SESSION I: 
New economy, 
new opportunities

In the Chair: Mr. Dav�¶ Stef�nsson
Confederation of Icelandic Employers 
Vice-Chairman of the Consultative
Committee

9.45 - 11.00
PRESENTATIONS
(15-20 minutes each, followed by questions)

The new economy; the Irish experience

Mr. Peter Brennan, 
Director, Irish Business and EmployersÕ
Confederation

Population genomics as science and
industry

Mr. Marc Gurney, 
deCode Genetics Inc., Iceland

The impact of genetics and genomics on
the healthcare industry; a landscape in
transition

Professor Klaus Lindpaintner, 
Vice-President, F. Hoffmann-La Roche AG,
Switzerland

11.00 - 11.30 - Coffee

Hotel Saga, Reykjavik, 12 October 2000
Room: A-salur

Programme
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11.30 - 12.30
PANEL DISCUSSION
Moderator: Mr. Ari Sk�lason, 
Secretary-General 
Federation of Icelandic Trade Unions
Member of the EFTA Consultative Committee

The speakers:
Mr. Peter Brennan 
Mr. Marc Gurney 
Professor Klaus Lindpaintner 

joined by:

Mr. Peter Gerner
General Manager, Hoval AG, Liechtenstein

Ms. Eve P��rendson 
Estonian Confederation of Employers 
and Industry

Mr. Vilhj�lmur Egilsson
Member of the EFTA Parliamentary
Committee and Chairman of the Committee
for Economy and Trade, Parliament of Iceland

12.30 - 14.00
LUNCH
in çrsalur, Hotel Saga at the invitation of  
Mr. William Rossier, 
SecretaryÐGeneral of EFTA

SESSION II: 
Roles and Responsibilities 

In the Chair: Mr. Pierre Weiss
Swiss Union of Employers 
Vice-Chairman of the EFTA Consultative
Committee

14.00 - 15.30
PRESENTATIONS
(15-20 minutes each, followed by questions)

Competence and capability in the new
economy

Ms. Marie Donnelly 
Head of Unit, DG Employment 
and Social Affairs
European Commission 

The new economy; the need for a new
human resources strategy in the
transformation process

Mr. Zdenek M�lek
Vice-President, Czech-Moravian
Confederation of Trade Unions 

Small and medium-sized companies in
the new economy

Dr. Geir A. Gunnlaugsson
Chairman, Reydaral Inc, Iceland

Industrial development and social
responsibility (CSR)

Mr. Thomas Knutzen 
Director of Information, Hydro Aluminium,
Norway
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15.30 - 16.00 - Coffee

16.00 - 17.00
PANEL DISCUSSION
Moderator: Mr. Jon Vea,
International Director 
Confederation of Norwegian Business 
and Industry 
Member of the EFTA Consultative Committee

The speakers: 

Ms. Marie Donnelly 
Mr. Zdenek M�lek
Dr. Geir A. Gunnlaugsson
Mr. Thomas Knutzen 

joined by:

Mr. B�rge Brende
Member of Parliament, Norway

Mr. Clive Wilkinson
Member of the European Economic 
and Social Committee

Mr. David Foden
European Trade Union Confederation

Ms. Sissel Monsvold
Federation of Norwegian Commercial 
and Service Enterprises

Ms. Danuta Piontek
President, Confederation of Polish
EntrepreneursÕ Organisations

17.00 - 17.20
SUMMING UP BY THE MODERATORS
Mr. Ari Sk�lason 
Mr. Jon Vea

17.20 - 17.25
CLOSING REMARKS
Mr. Jon Ivar N�lsund
Chairman of the EFTA Consultative
Committee

20.00
DINNER at the invitation of Minister
Halld�r çsgr�msson
The Culture House, 
Hverfisgata 15, Reykjavik
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Mr. Ari Sk�lason
Icelandic Federation of Labour

Mr. Halld�r Gr�nvold
Icelandic Federation of Labour

Norway
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Norwegian Confederation of Trade Unions (LO)

Mr. Johan-Ludvik Carlsen
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Commercial and Service Enterprises
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Confederation of Norwegian Business 
and Industry (NHO)
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Business and Industry (NHO)

Liechtenstein
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Swiss Federation of Trade Unions

Mr. Gregor K�ndig
economiesuisse 

Mr. Marco Taddei
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Rapporteurs and Experts
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Service Enterprises 
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Guests and Speakers
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and panellists
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Director, Irish Business and EmployersÕ
Confederation

Ms. Marie Donnelly
Head of Unit, DG Employment and Social
Affairs, European Commission

Mr. David Foden
Economic Expert, ETUC - European Trade
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Mr. Peter Gerner
General Manager, Hoval AG, Liechtenstein

Mr. Geir Gunnlaugsson
Chairman, Reydaral Inc, Iceland

Mr. Thomas Knutzen
Director of Information, Hydro Aluminium,
Norway

Mr. Klaus Lindpaintner
Professor, Vice-President, F. Hoffmann La
Roche AG, Switzerland

Mr. Zdenek M�lek
Vice-President, Czech-Moravian
Confederation of Trade Unions, Czech
Republic

Ms. Danuta Piontek
President, Confederation of EntrepreneursÕ
Organisations

Ms. Eve P��rendson
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Industry

Mr. Marc Gurney
deCode Genetics Inc., Iceland
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President

Mr. Per Tresselt
Judge

EFTA Surveillance Authority

Mr. Bernd Hammermann
College member
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Government Officials
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Mr. Sverrir Haukur Gunnlaugsson
Secretary of State
Ministry of Foreign Affairs, Reykjav�k

Mr. Benedikt J�nsson
Ambassador, Icelandic Mission to EFTA,
Geneva

Mr. Gunnar Snorri Gunnarsson
Ambassador, Icelandic Mission to the EU,
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Ambassador, Ministry of Foreign Affairs,
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Counsellor, Ministry of Foreign Affairs,
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Ambassador, Liechtenstein Mission to EFTA,
Geneva
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Norway

Mr. Einar M. Bull
Ambassador, Norwegian Mission to the EU,
Brussels

Mr. Ole Lundby
Deputy Director General
Ministry of Trade and Industry

Mr. Per K. Mannes
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(Deputy Secretary-General of EFTA as of 1
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Mr. Helge Skaara
Ministry of Foreign Affairs
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Ministry of Foreign Affairs

Ms. Randi Wilhelmsen
Ministry of Trade and Industry

Switzerland

Mr. Marino Baldi
Ambassador, State Secretariat for Economic
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Mr. Rudolf Knoblauch
Swiss Mission to EFTA, Geneva
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Mr. Jean-Francois Riccard
State Secretariat for Economic Affairs
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Deputy Director, 
Icelandic Chamber of Commerce

Mr. Thorsteinn Bj�rnsson
Confederation of Icelandic Employers

Mr. Ari Edwald
Managing Director, Confederation of Icelandic
Employers

Ms. Thur�dur Einarsd�ttir
Association of Icelandic postal workers

Mr. Finnur Geirsson
President, Confederation of Icelandic
Employers

Mr. Sveinn Hannesson
Secretary-General, Federation of Icelandic
Industries

Ms. Sj�fn Ing�lfsd�ttir
Union of Employees of the City of Reykjavik,
Iceland

Mr. Vilmundur J�sefsson
President, Federation of Icelandic Industries

Mr. J�n Kristj�nsson
Foreign Affairs Committee, 
Parliament of Iceland

Mr. Bogi P�lsson
President,
Icelandic Chamber of Commerce

EFTA Secretariat

Mr. Gr�tar M�r Sigurdsson
Deputy Secretary-General

Mr. Gudmundur Einarsson
Senior Officer

Mr. Gl�mur Baldvinsson
Officer
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Officer
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Officer
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VISIT THE NEW WEB SITE OF THE EFTA SECRETARIAT AT: 

HTTP://SECRETARIAT.EFTA.INT
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