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1 MAIN FINDINGS 

1.1 Baseline description 

For the purposes of this report , the impact area is defined as North East Iceland.  It is 

divided into two sub regions, the Húsavík region and two others further away from 

the site; those of Akureyri (Eyjafjörður) and Þórshöfn (Þistilfjörður and 

Bakkafjörður).  A commuting distance of approximately 45 minutes is used to define 

the extent of the labor shed. 

Some population increase has occurred in the Akureyri region, or 9.6% during the 

period 1998-2008, but to the east of this district, a decrease has been seen most years 

in most municipalities.  In the Húsavík region, there has been a population decrease of 

15% over the same period, and in the Þórshöfn region the fall in population has been 

22%.  The impact area as a whole has been experiencing net out-migration, primarily 

to the capital area.  The fact that there are relatively fewer people within the age group 

20-39 years than the national average, but relatively more inhabitants over 60 years 

old, is among the demographic characteristics of the impact area, 

In the impact area as a whole, the size of the labor market (16-74 years) is estimated 

at 16,650 persons, or just over 8,900 males and just over 7,700 females and comprises 

around 58% of the total population.  In the Húsavík region the labor market is 

estimated 2,550 persons, around 1,400 males and 1,150 females.  The Akureyri region 

has a much larger labor market, or around 13,750 persons. 

According to a survey carried out in 2007, relatively more persons in the Húsavík 

region only have an elementary education and fewer have a diploma degree or other 

similar qualifications. Relatively more people in the Akureyri and Þórshöfn regions 

have vocational training.  There is little difference between regions as far as university 

education is concerned.   

While the registered unemployment ratio has been low, it has, however, been 

somewhat higher in the impact area than in the whole of Iceland.  Fluctuations in the 

ratio have shown a  similar pattern  as for those in the country as a whole. 

In the impact area, the structure of the economy is more similar to that of Iceland as a 

whole, than it was in East Iceland in 2002, prior to the Alcoa Fjarðaál project. 
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Differences in the state of health between residents in the capital region and those in 

other regions of Iceland can be observed, e.g. in the Húsavík region, according to a 

survey of The Public Health Institute of Iceland in 2007, and health levels appeared to 

be somewhat better in the capital region. 

The impact area has 15 municipalities.  The largest has just over 17,000 inhabitants 

(Akureyri) and the smallest only 60 (Tjörneshreppur just north of the site).  

Amalgamation of municipalities has aimed at forming larger units, since the most 

sparsely populated municipalities are less able to provide necessary services than their 

larger counterparts.  To solve this, small municipalities usually cooperate with larger 

ones on providing certain services.  The project is located within the boundaries of the 

municipality Norðurþing, which has merged in recent years and is relatively large by 

Icelandic standards; it is now the main municipality in the Húsavík region. 

Services are generally of a high standard in the impact area, not least since it is the 

most densely populated area of Iceland outside the capital region. This applies to 

public services such as schools at all levels.  Health services are good and the largest 

hospital outside Reykjavík is located in Akureyri. Conditions for recreation and 

outdoor life are very good, and the area is known for its exceptionally beautiful 

natural assets. Culture is diverse, as are business services in the impact area, 

especially in Akureyri. 

Conditions regarding infrastructure are relatively good.  However, a few necessary 

improvements are required.  Among these is upgrading the road connecting Akureyri 

and Húsavík, which this report considers a precondition for the project along with 

various social impacts dealt with in this report.  The first prerequisite is a road tunnel 

on highway 1 through the mountain ridge Vaðlaheiði, east of Akureyri. This will 

replace the present road over the mountain, that is sometimes impassable in winter 

due to snowstorms.  This will also shorten the distance between the two towns by 

some 15 km,  Secondly, the old single-lane, low-load capacity bridge on road 85 must 

be replaced by a new one. .  This will also cut down the distance.  These two projects 

together will shorten the distance between Akureyri and Húsavík by close on 20 km, 

so just over 70 km will separate them.  The extension of Akureyri airport to 2,400 m 

will be completed in 2009 and this will create better conditions for international 

flights to and from the airport.  Frequency of domestic flights between Akureyri and 
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Reykjavík is between 5 and 10 daily.  The telecommunications infrastructure is 

owned and operated by private companies and its status is good in urban areas. 

House prices in Akureyri are approximately 70% of those in Reykjavík and prices in 

Húsavík are around 40% of those in the capital. 

There is a rich industrial tradition in the impact area, especially in Akureyri which 

was one of the main industrial towns in Iceland during the past century.  Similarly, 

but to a smaller degree, Húsavík has been a processing centre for its region.  In recent 

years, this industry has been diminishing, as well as the traditional industries in the 

rural areas. Services have, on the other hand, become stronger, especially in Akureyri, 

and to a smaller degree in Húsavík.  Tourism has gained importance in the area, e.g. 

in the Húsavík region; at Húsavík itself and around Lake Mývatn. There are great 

expectations that a large workplace such as the proposed plant will strengthen the 

foundations of the local economy, increase the number of jobs available and their 

diversity. 

1.2 Impact assessment 

It is estimated that between 3,000 and 4,000 man-years will be created while 

constructing the plant in Húsavík. These will, however, be temporary jobs and 

unlikely to exert long term influence on the population of the area. 

If the project commences in 2010, the Icelandic economy will still be in depression 

and the crowding-out effects of the construction are expected to be minimal.  The 

project will have a positive effect on a large number of people, as well as on the 

economy as a whole.  It will create jobs for thousands of people who would otherwise 

be out of work  If the project commences in 2012, the economic situation is more 

uncertain. 

Applying a economic base model, indicates that the number of inhabitants will be 

1,900 more with a plant of 300 man-years than without the plant.  If the plant 

generates 450 man-years, it is estimated that inhabitants will number 2,850 more with 

the plant than without it. 

Input-output analysis indicates that if 319 jobs are created in the plant (including 

summer-jobs), that means an additional 325 jobs.  In total, 644 new jobs will be 

created with the 300 man-year plant.  A population increase of 1,288 in the impact 

area is estimated.  If the plant creates 450 jobs, the multiplier effect will be the same.  
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A total of 964 jobs will be generated, resulting in a population increase of 1,928 in the 

impact area. 

It is anticipated that most employees of the plant (70-80%) will live in Húsavík.  

Furthermore, it is likely that a number of the specialists and managerial staff of the 

plant will live in Akureyri, as well as some of the ordinary workers.  In total, a few 

dozen employees are expected to commute from Akureyri to Húsavík.  Some will 

commute to Húsavík from neighboring communities and from close to the route 

between Akureyri and Húsavík. 

The proportion of Icelanders working on the construction of the plant in Húsavík is 

likely to be higher than it was in the Alcoa Fjarðaál project in East Iceland, regardless 

of whether construction commences in 2010 or 2012.  This is influenced by several 

factors. The low exchange rate of the Icelandic króna will make it less tempting for 

foreign staff to work in Iceland as wages and salaries will  probably be paid in 

Icelandic króna, in accordance with Icelandic employment contracts.  Furthermore, 

many Icelandic workers have gained experience in building aluminum plants during 

the past few years.  Closeness to the relatively large labor market in Akureyri is yet 

another factor. 

According to information on wage and salary levels in Alcoa Fjarðaál, it is clear that 

average wages and salaries in that plant are significantly higher than those of the 

impact area. 

Based on experience from the Alcoa Fjarðaál project, education levels in the impact 

area can be expected to rise with the introduction of the plant. 

It is not likely that the project will have a significant effect on general health levels in 

the impact area. 

Various changes and adaptations of public services will result from the project.  

Population growth in the region will lead to increased demand for education and, 

additional housing will be required at preschool level in Húsavík.  Due to a population 

decrease and demographic changes in recent years, the elementary schools in Húsavík 

and its vicinity will  be able to accommodate a somewhat larger number of pupils.  

The total student population of upper secondary schools is not expected to increase 

significantly due to demographic trends.  In the social services, more staff will be 

needed at the height of the construction work.  Increased demand for diverse security 
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services is to be expected.  This will probably be met by means of contracts between 

the respective parties, i.e. the state, the municipality Norðurþing and private 

companies providing services in this field.  Heightened demand for health care is also 

anticipated.  Emergency health services have to be readily available in the impact 

area.  In Húsavík, such facilities are available, although they need to be strengthened.  

Furthermore, the hospital in Akureyri is able to provide additional emergency 

services.  According to the spokesmen of these two institutions, they will be able to 

take on such additional tasks.   

In order to provide adequate communications between Akureyri and Húsavík, two 

road construction projects on the route between the two towns are a necessary 

precondition for the building of an aluminum plant. Among the most important 

changes that will take place in the infrastructure of the area, will be the new 

import/export harbor for the plant in Húsavík, which will also serve the local 

economy.  In 2009, an extension of the airport in Akureyri to 2,400 meters will be 

completed, resulting in significantly improved conditions for international flights to 

and from the area.  There does not appear to be a need for specific arrangements 

regarding public utilities.  The telecommunications system is run by private 

companies and necessary expansion will take place in step with demand for their 

services.  Specific measures will need to be taken to deal with a higher volume of 

waste during the construction period and a new landfill site needs to be found in the 

Húsavík region for garbage that cannot be disposed of in the townôs  waste 

incinerator. 

House prices are expected to rise in the Húsavík region, especially in Húsavík and 

vicinity (around 30%) as well as in Akureyri and vicinity. 

It can be expected that 0-27,000 m
2
 of additional residential housing will be needed in 

the Húsavík region. 

Significant changes may be anticipated in matters relating to community and lifestyle.  

The impact of different systems of shiftwork arrangements in this large workplace  

will need to be considered in the context of a small labor market.  It is likely that the 

plantós staff requirements will compete with the traditional local economy.  Wages 

and salaries in the area are low in certain fields, especially in rural neighborhoods and 

probably many people will become aware of opportunities accompanying the 

introduction of the plant into the local economy along with consequent population 
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growth. All this, for example, is likely to encourage a certain boost in agricultural 

production.  Experience from the Alcoa Fjarðaál projects shows that the planning of 

the workersô camps was generally successful and a similar approach is recommended 

for the Húsavík project. 

If this project fails to materialize, two scenarios may be expected.  Firstly, if the 

development of the local economy continues along a similar path as in recent years, 

with fewer jobs in primary production and various small scale industries, a continued 

population loss in rural areas and small villages can be expected.  Secondly, and a 

more likely consequence, there will be a delay in harnessing the green energy of the 

Húsavík region while searching for some other industry to move to the area. A feeling 

of insecurity as to the future economic development of the region will continue, as 

well as uncertainty about the social impact of some other industry coming to the area. 

The project appears to be in harmony with one of the major objectives of the Icelandic 

parliamentós rural development policy for the period 2006-2009, i.e. that of 

strengthening specific regional centers as well as those parts of the country which 

have experienced depopulation during the past years. 
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2  INTRODUCTION 

This report is compiled for Alcoa Fjarðaál as one stage in the assessment of how that 

companyôs proposed aluminum plant, at Bakki, by H¼sav²k would impact the areaôs 

environment.  

The existing report on social impact was compiled according to suggestions for 

assessment strategy that HRV Engineering proposed in October 2008. In this, it is 

stated that RHA would handle the assessment of social impact and that the research 

would: 

ñTarget the effect on the aluminum plantôs construction and operation period, 

as well as considering the null option. The research would describe the social 

and economic situation in the district and estimate the probable changes 

required, should the building and operation of a plant in that area become a 

reality; and possible building phases will be taken into consideration. Also, 

comparisons will be made between estimated social and economic 

developments in the area, with and without an aluminum plantò (HRV 

Engineering, 2008, p. 20).   

The division of chapters in this report is based on the above-mentioned estimates and 

a work contract with Alcoa Fjarðaál, dated 20 October 2008.  

Three specialists from RHA, The Research and Development Center of the University 

of Akureyri, worked on this research i.e. Hjalti Jóhannesson, geographer, who was the 

project manager, Jón Þorvaldur Heiðarsson, economist, and Valtýr Sigurbjarnarson, 

geographer. Also involved in the research was Kjartan Ólafsson, sociologist and 

lecturer with the Department of Social Sciences and The Humanities. This report is 

translated English by Rafn Kjartansson and Frances Jane Milne McQueen. Research 

activities spanned the period June to December 2008. 

Collection of data for these research purposes is based on gathering together as widely 

varying a pool of data as possible, and utilizing experience accumulated through 

research into the social impact incurred by the construction of an aluminum plant and 

power stations in the east of Iceland. RHA has participated in this process in recent 

years. Thus, the study has been supported by the integration of qualitative and 

quantative research methods, helping researchers to better assess and understand those 

effects that come into being as a result of such projects (cf. e.g. Becker & Vanlay, 
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2008 and Halstead et al. 1984). Various existing sources and original data collected 

while working on this project are used, so that the same phenomenon may be accessed 

from some widely differing directions.  The report is laid out in such a way that in the 

3rd chapter, the impact area of the aluminum plant is defined and the larger picture 

described in general terms. Also, described are the main influencing factors upon 

which the research focuses. The 4th chapter is the second main chapter of the report. 

It contains a status description concerning individual impact factors i.e. the present 

position. The 5th chapter, another significant part of the report, deals with probable 

changes to the impact factors of chapter 4. Subtitles in this chapter i.e. the discussion 

of particular impact factors, is, however, more general since the effect on differing 

factors will be seen to converge, and an effect on one will lead to an effect on another 

or others. In chapter 6, a general comparison is made between the future of the impact 

area, on the one hand with an aluminum plant, and on the other with no plant.  The 

effect on the future development of the area and the correlation of this project with 

official plans will be made, especially those regarding regional and communications 

planning.  

In must be borne in mind that this report was in the process of being compiled when a 

serious economic crisis hit the Icelandic nation. Three of the largest Icelandic banks 

went under at the beginning of October and were nationalized. Also, the Icelandic 

króna fell dramatically during the year and most of all in the wake of the above-

mentioned collapse of the banks. Thus, a dual emergency occurred; a banking crisis 

and a currency crisis with which the International Monitory Fund among others has 

had to concern itself. Because of this, all the economic aggregates for next year will 

be differ widely from previous forecasts. Furthermore, official estimates named in the 

report, concerning the implementation of infrastructure projects, will change, house 

prices will go down and unemployment will increase, to name but a few examples. 

This will create increased uncertainty about how the aluminum plant project will 

affect society and will make it much harder to use experiences of similar projects in 

Iceland during past years to forecast what the impact is likely to be. The authors wish 

to take this opportunity to thank the many persons who were asked to help in the 

gathering of data and for their suggestions connected to this project.   
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3 THE IMPACT AREA AND DEFINITION OF IMPACTS  

The impact area of the enterprise is the North East  which is divided into the Húsavík 

section which is closest to the construction area and two other sections which lie 

further out, on the one hand Akureyri (Eyjafjörður), and on the other, Þórshöfn  

(Þistilfjörður and Bakkafjörður).  It may be assumed that the definition of this impact 

area will provide the geographical framework within which the possible effect of an 

aluminum plant on society will be examined. Effects of the plant may be felt outside 

the boundaries of these areas and demarcation lines could be blurred between sections 

in cases of some particular effects. The sectional analysis, which is laid out here, is 

done, first and foremost, to maintain a certain order in the collection of data and its 

analysis for this report, as well as being a kind of hypothesis on the distribution of 

effects, based on previous research. The section closest to operations, the Húsavík 

area, is composed of four municipalities and is restricted to the potential of daily 

employment in the new jobs which would be created in the aluminum plant and 

during its construction. However, the areas in which people go about their daily work 

have tended to expand, due to better communications, and in some measure to 

improved weather conditions meaning that communications by road are less 

hazardous in the winter months. Here, changes for the better in communications make 

a huge difference to the frequency of journeys made by the inhabitants e.g. to work, to 

school and for daily shopping. In foreign research e.g. Dubois, Gløersen, Stead and 

Zonneveld (2006), it is often assumed that the norm for a drive to and from daily 

work is 45 minutes (each way). This estimation is assumed considerably longer for 

car journeys to the shops although this depends on e.g. what is on offer on the home 

ground and what kind of services are required. Thus, more specialized services are 

sought further afield (and less often) than those that are considered to be of a more 

general nature ï and this is in keeping with the survey conducted by RHA in the year 

2002 into the traveling habits of the Icelanders. (Hjalti Jóhannesson and Kjartan 

Ólafsson, 2004). 

The following map shows that the Húsavík sector reaches out further to the east than 

to the west of the proposed aluminum plant. The reason for this is, among other 

things, the layout of the municipalities; the municipality of Norðurþing where the 

plant would be situated, reaches all the way to Raufarhöfn which is at a distance of 

150 km from Húsavík.  The limits within which one could drive to the aluminum 
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plant in 45 minutes, on the other hand, lie in the most easterly part of Kelduhverfi, i.e. 

at the river Jökulsá á Fjöllum.  A municipality, however, is generally speaking, the 

smallest geographical unit for which diverse statistical data exists and therefore it is 

more advantageous to desist from splitting up municipalities when dividing up areas, 

as is the case here. 

 

Figure 1. The impact area in North East Iceland and its division into three sub-regions for the 

purpose of this study 

In those parts which lie further away from the proposed plant; i.e. the regions of 

Akureyri and ĩ·rshºfn, the main concern is the projectôs possible impact, mainly in 

the context of utilization by inhabitants and companies in the region, of specialized 

services which are, in turn, connected to business expansion and increases in 

population resulting from the aluminum plant. Also, a limited number of people may 

seek work in the aluminum plant proper as well as in employment derived therefrom, 

despite greater traveling distances than assumed above. Outside the Húsavík area in 

particular, we may expect considerable impact from a larger population center with 

more concentrated services and easier access due to a highly developed infrastructure. 

Thus, the social effect is not limited to the impact area which is under scrutiny in this 

report; it would obviously make itself felt over a much wider area. Here, this, it 

seems, applies especially to the Akureyri region and the area surrounding Reykjavík; 
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the former due to its proximity to the construction site and the proportional size of the 

northern regions, and the latter because of its overwhelming role in the administration 

and service system to Iceland as a whole and also because it is the fulcrum of the 

countryôs communications network. The region comprises 15 municipalities of which 

four are in the Húsavík region (pop. 4,372), nine in the Akureyri region (pop. 23,854) 

and two in the Þórshöfn region (pop. 595). 

The parameters of the impact area, which are detailed above, are based on experience 

gained in aluminum and power plant construction in the east of the country.  Research 

into the social facet of the above-mentioned projects has indicated that this impact is 

more localized than was at first anticipated. Thus, the participation in construction 

work is, according to the surveys, small in areas lying more than a two-hour drive 

from the site (Kjartan Ólafsson et al. 2007, Hjalti Jóhannesson et al. 2008).  Outside 

this traveling limit, the highest level of participation can often be traced to the most 

densely populated areas such as the capital and its surroundings as well as the 

Akureyri region.    

The impact factors which will be examined in this research are as follows: population 

figures, the employment market, district communities, public services, services to 

industry, infrastructure, the housing market and the community in general and its way 

of life. When defining these factors, social assessments concerning the aluminum 

plant at Reyðarfjörður and findings from research conducted by RHA into the social 

impacts of other projects, were taken into account. Existing records were consulted 

from research by RHA and others into the social effects of aluminum and power 

plants in the east, dating from the year 2004. The status of these factors and some of 

their sub-divisions regarding the impact area before the construction of the plant will 

be dealt with, and estimates will be made of changes likely to occur in each of these 

factors, on the assumption that such a plant will become a reality in the vicinity of 

Húsavík. 
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4 BASELINE DESCRIPTION  

Here we deal with the status of those topics or impact factors where we would be 

most likely to see changes connected with the construction and operation of an 

aluminum plant at Bakki, Húsavík.  The discussion is based on the impact region 

which is described in Chapter 3, dealing in more detail with the area nearest to the 

plant, as we may, generally speaking, assume that the impacts will be greater there.   

4.1 Population 

This chapter outlines the main characteristics of the population living in the region, 

and its two sub-divisions. A fairly close analysis of the population and conditions of 

life in individual municipalities and communities close to the plant will be carried out. 

Information about the population is based entirely on data from the website of Iceland 

Statistics, (http://www.statice.is/Statistics/Population) and therefore references are not 

detailed specially, except in the case of figures or tables. 

4.1.1 Demographic development 

Demographic development in certain sub-areas of the construction project has been 

extremely varied, but as a whole, the population of the impact region is registered as 

being just under 29,000 on 1 January 2008.  Some increase has been seen in the 

vicinity of Eyjafjörður, or 9.6% in 1998-2008, but to the east of Eyjafjörður there has 

been a decrease in population in most years and in most of the municipalities. Of 

those, the ones lying closest to the impact area show a decrease of 15%, while, for the 

same period, in those further away in Norðurþing, the fall in numbers is even greater, 

or just under 22%.  

http://www.statice.is/Statistics/Population
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Table 1. Population in municipalities of the impact area Jan. 1 1998, 2003 and 2008 (municipal 

structure at the end of the period) 

 1998 2003 2008 Change 98-08 

Akureyri 15,329 16,053 17,278 12.7% 

Norðurþing 3,471 3,219 2,973 -14.3% 

Fjallabyggð 2,731 2,495 2,188 -19.9% 

Dalvíkurbyggð 2,082 2,035 1,948 -6.4% 

Grímseyjarhreppur 99 89 103 4.0% 

Arnarneshreppur 210 187 171 -18.6% 

Hörgárbyggð 403 372 417 3.5% 

Eyjafjarðarsveit 936 975 1,007 7.6% 

Svalbarðsstrandahreppur 342 374 389 13.7% 

Grýtubakkahreppur 377 390 353 -6.4% 

Skútustaðahreppur 466 453 399 -14.4% 

Tjörneshreppur 78 66 60 -23.1% 

Þingeyjarsveit 1,132 997 940 -17.0% 

Svalbarðshreppur 121 120 115 -5.0% 

Langanesbyggð 640 547 480 -25.0% 

Impact area total 28,417 28,372 28,821 1.4% 

     

Húsavík region 5147 4735 4372 -15.1% 

Akureyri region 22,509 22,970 23,854 6.0% 

Þórshöfn region 761 667 595 -21.8% 

Source: Based on data from Statistics Iceland 

Table 1 shows this uneven population development in individual municipalities in the 

years 1998, 2003 and 2008, or from a 25% fall in Langanesbyggð ï which is a heavy 

fall, especially in Bakkafjörður ï to a rise of 13.7% in Svalbarðsstrandarhreppur.  The 

merging of some districts hides, in reality, the magnitude of the fall in individual areas 

and the best example of this is Raufarhöfn, which saw a decrease in population of 

40% over the period 1998-2006 when this municipality became part of Norðurþing.  

Unfortunately, this development is in keeping with the general trend over the whole 

country where the smaller country communities, furthest from the main population 

centers have experienced a drop in the number of their inhabitants, while larger towns 

and their surrounding municipalities have seen an increase in population figures.  

If an analysis of population development in the impact area is carried out, dividing it 

into six different sections. Source: Based on data from Statistics Iceland 

Figure 2), an interesting picture emerges, which is however, in reality, not at all 

unexpected. Source: Based on data from Statistics Iceland 

Figure 2 shows a population index, describing development over the period 1998-

2008, where the year 1998 has a value of 100: 
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Source: Based on data from Statistics Iceland 

Figure 2. Population index in the impact area 1998-2008, 1998=100 

According to figure 2 above, the population figures for the impact area have not 

changed greatly, showing a rise of 1.4%. However, there is a vastly different story to 

tell in the case of some of its sub-divisions. Thus, the population of the Húsavík 

region in 2008 is 85% of what it was in 1998 and the Þórshöfn region shows an even 

greater drop, population being only 78% of what it was in 1998. Things are more 

positive in the Akureyri region and its immediate surroundings with figures rising by 

6% between the years 1998 and 2008. This increase is, however, limited to the town 

itself and the built-up areas in close proximity to it. If Akureyri is removed from the 

equation, we see a drop in figures for the Eyjafjörður district.   

The size of the population centers also varies greatly. In Akureyri, which is the 

service and administration center for that part of the country, can be found most types 

of services that are to be found outside the Reykjavík region. Húsavik is by far the 

largest township in the Húsavík region and is the service center for Þingeyjarsýslur; 

also being the second largest town in the impact area.  
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Table 2. Population of urban settlements in the impact area 1998-2008 

 1998 2003 2008 Change 98-08 

All urban settlements in Húsavík 

region: 

    

Húsavík, Norðurþing 2,491 2,394 2,256 -9.4% 

Raufarhöfn, Norðurþing 381 280 224 -41.2% 

     

Kópasker, Norðurþing 182 133 127 -30.2% 

Laugar, Þingeyjarsveit 93 98 119 28.0% 

     

Largest urban settlements in 

Akureyri region: 

  

Akureyri 15,088 15,867 17,097 13.3% 

Dalvík, Dalvíkurbyggð 1,508 1,491 1,410 -6.5% 

Siglufjörður, Fjallabyggð 1,633 1,454 1,307 -20.0% 

Ólafsfjörður, Fjallabyggð 1,098 1,041 881 -19.8% 

Source: Based on data from Statistics Iceland 

Table 2 shows that there is a drop in figures in almost all the urban settlements that 

are displayed there, with the exception of Akureyri and the small community at 

Laugar, Þingeyjarsveit.  There are other instances of growth in small communities in 

the impact region, but they are all close to Akureyri.  

4.1.2 Migration Source: Based on data from Statistics Iceland 

Figure 3 here below, shows the frequency of change in residence in the impact region, 

North East Iceland, compared to that of other areas of the country over the period 

2000-2007 and also for the first three months of 2008. On the whole, the area showed 

a negative migration balance as opposed to other parts of the country, during all these 

years. In 2006, the number of people leaving the area exceeded the number of those 

moving to the area by 264; that year showing the greatest drop in population figures.    

 

Source: Based on data from Statistics Iceland 

Figure 3. The impact area, net in-migrati on from other regions 2000-2008 
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When we consider the status of North East Iceland as compared to other regions of 

the country, we see that this region has experienced a loss of inhabitants due to 

migration, especially to the Reykjavík area; a situation which is not entirely 

unexpected. On average, during this period out-migration from the north east, exceeds 

in-migration by 134. During recent years, other parts of the south and southwest have 

turned this situation around to some extent, especially Suðurnes where the number of 

people moving to the area exceeds the number of those leaving it by 12 per year. 

However, people do move, to some extent, to the north east (the impact area) from 

parts of Iceland which do not lie in close proximity to the capital, Reykjavík e.g. from 

the west fjords, the northwest and the east. This situation shows a pattern which has 

long been in existence and was, for instance, mentioned by Stefán Ólafsson (1997) in 

his research on migration in Iceland.   

 

Source: Based on data from Statistics Iceland 

Figure 4. The impact area (North East), net out-migration to other regions 2002-2007 

Source: Based on data from Statistics Iceland 

Figure 5 shows in-migration in excess of out-migration in some of the population 

centers in the impact region. It is blatantly clear that the smallest communities are, in 

general, suffering more due to out-migration, whereas more stability is seen in the 

larger communities. 
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Source: Based on data from Statistics Iceland 

Figure 5. Urban settlements in the impact area, total net migration (per 1000 of mid-year 

population) 2000-2007 

The small villages in the north east corner of the country, Kópasker and Raufarhöfn 

come off worst with regards to out-migration e.g. the shrimp processing factory, 

Gefla, in Kopasker was closed in 2003 in the wake of a serious economic downswing 

in 2002. The situation was also bad in Reykjahlíð, Mývatnssveit district and it may be 

pointed out that the Kísiliðja diatomite plant was closed on 30 November 2004, the 

factoryôs man-years being 45 all told (Halldór Arinbjarnarson, 2007).  On the other 

hand, on 1 January that year, the population figure for the village was only 208 of 

which 151 were in the age group 16-74.  

4.1.3 Age and gender structure 

In the impact region, the composition of the population deviates somewhat from the 

patterns seen in the rest of the country as a whole. This is especially obvious when we 

examine the figures for inhabitants in the age group 20-39, where they are seen to be 

proportionally fewer in the impact area than in the rest of the country. On the other 

hand, the number of inhabitants over 60 is somewhat more numerous. Source: Based 

on data from Statistics Iceland 

Figure 6 shows this status which is, in reality, a well known phenomenon in country 

communities in Iceland.   
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Source: Based on data from Statistics Iceland 

Figure 6. Age and gender structure of the population Dec. 1 2007 

Source: Based on data from Statistics Iceland 

Figure 7 shows the same set of data for the 4 district communities which are in the 

Húsavík region and here we see an even greater disparity between these areas and the 

country as a whole. Individuals ñin the prime of lifeò in the H¼sav²k region are 

proportionately fewer as opposed to older people. In addition, it shows that children 

of elementary school age are also proportionally fewer, which is not really a surprise 

when one takes into account that the group consisting of persons of potentially 

childbearing age is so small. Inhabitants aged 25-39 were in all, 16.6% of the 

population of the immediate area but just under 22% of the population of the whole 

country.  Ten years ago, the figure for this age group was considerably more positive, 

or  21.5% in the immediate area while for the whole of Iceland it was 22.7%.  

Changes have, therefore, been rapid. . 
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Source: Based on data from Statistics Iceland 

Figure 7. Age and gender structure of the population in the Húsavík region Dec. 1 2007 

This situation is due especially to the out-migration of young people when they leave 

to seek further education or employment elsewhere, especially in the larger urban 

settlements where the choice and variety of services is greater. This development, in 

turn, makes it difficult to keep certain services going in areas where the population is 

smallest; services such as elementary schools, where a drop in the number of pupils is 

a major problem in running such schools in sparsely populated country areas e.g. 

close to the impact region (Hjalti Jóhannesson and Trausti Þorsteinsson, 2007). 

When it comes to gender distribution, the proportion of males is a little higher than 

that of females, or a difference of 2.1 percentage points. This ratio has, however, been 

balancing out, as it was 3.7% in 2002 and about the same in 1997. 

4.2 Labor market 

The discussion on the labor market is also based primarily on data from Statistics 

Iceland, but, in an equal measure, on information from surveys conducted by RHA in 

the impact area and which contain various characteristics of the labor market. As has 

been mentioned before, the region is divided into three, where the impact of the 

aluminum plant would have the most effect, the Húsavík, Akureyri and þórshöfn 

regions.  It is thought likely, that of this impact area, two locations will, first and 

foremost, see the greatest increase in employment possibilities due to the construction 
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of an aluminum plant, these being Akureyri and Húsavík. According to an assessment 

proposal, the number of jobs connected to the plant itself would be in the region of 

300 ï 450, but there would also be much resulting work to be had in Húsavík itself 

e.g. in the port activities. Akureyri has great superiority in the provision of services, 

compared to other settlements within the impact. Therefore, it may be said that there 

is a likelihood of many related service jobs being created in the wake of a new 

aluminum plant at Bakki.  In this connection, we could look for comparison to the 

experience gained in Reyðarfjörður as it appears that the Alcoa plant strengthened the 

services network in Egilsstaðir more than it did in Reyðarfjörður. This can be deduced 

from the fact that in the period from 1 December 2002 until 1 December 2007 the 

population figure rose by 700 in Egilsstaðir and Fellibær but by only 400 in 

Reyðarfjörður. This happened in spite of the fact that more people working in the 

plant live in Reyðarfjörður than in Egilsstaðir and Fellibær. It may, therefore, be 

assumed that the new jobs in Egilsstaðir, which explain a greater population rise there 

than in Reyðafjörður, are first and foremost in the service sector.  

4.2.1 Size of labor market 

The number of inhabitants in the impact area was 28,821 on 1 January 2008.  The 

employment market in this area is, therefore, large by Icelandic standards. The labor 

market is taken to be that part of the population who are either working or looking for 

work.  The employment participation rate depends on how large a proportion of 

people of working age (16-74 years) are in the employment market. Data on regional 

employment participation does not exist at Statistics Iceland but an analysis of this in 

the Reykjavík area and outside is available. There is little difference to be seen from 

this regional analysis. On the other hand, over the country as a whole, there is a 

considerable difference in employment participation according to gender and age. 

Therefore, it is possible to estimate the size of the labor market in the impact area 

from the point of view of gender and age linked population figures,  as well as making 

the assumption that employment participation rate based on age and gender will be 



Aluminum Plant in Húsavík ð Socio-economic Impact Assessment RHA 

January 2009 25 

the same for the impact area as it is for the country as a whole. In the next figure, we 

can see the estimated size of the labor market in the impact area on 1 January 2008.
1
   

 

Source: Based on data from Statistics Iceland 

Figure 8. Estimated size of the labor market by regions and age groups 

Over the impact area as a whole, we can assume that on labor market (age 16-74) 

there is a total of around 16,650; just over 8,900 men and just over 7,700 women.  

The employment market, therefore, comprises about 58% of the total population. In 

the Húsavík region, the labor market is estimated at  about 2,550 persons, about 1,400 

men and just under 1,150 women.  The Akureyri region has by far the largest 

employment market, or around 13,750 persons.  The bulk of the Akureyri regionôs 

labor market i.e. Akureyri itself and the build-up areas around the town,  is, on the 

other hand, just outside the daily commuting limits from the aluminum plant.
2
 As 

mentioned in chapter 3 on the impact area, borderlines between the regions are 

flexible in the case of some of the impact factors. Thus, it may be assumed that the 

                                                      

1
 Based on population figures, 1 January 2008 and the age and gender indexed employment 

participation rate, according to data from statistics Iceland on employment participation over the whole 

of Iceland, 2006. 

2
 Assuming the average speed to be 90 km/h, the commuting distance limit for a traveling time of 45 

minutes, would lie at up to 67 km from the destination. Due to improved communications, the distance 

between Akureyri and Húsavík will be reduced to just over 70 km.   
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large employment market of the Akureyri area will be accessible to the aluminum 

plant. In the Þórshöfn area, on the other hand, the employment market comprises 

about 350 persons. Currently, Þórshöfn lies about 212 km from Húsavík, based on 

whole-year travel but this distance will be reduced to around 159 km during the next 

few years. However, this distance is well outside the limits for daily commuting, as 

defined in this report. In reality, the same applies to the easternmost part of the 

municipality of Norðurþing, i.e. Kópasker, Raufarhöfn and its immediate 

neighborhood. These are, however, sparsely populated areas and are counted as 

belonging to the Húsavík region, chiefly because this facilitates the collection of data 

and because they are in the same municipality as Húsavík. 

It must be kept in mind that many elements may influence peopleôs decisions on how 

far they are willing to commute on a daily basis.  Driving conditions are probably the 

most important deciding factor i.e. quality of roads, weather conditions and traffic 

safety. Salaries and working hours can also have a great influence on whether people 

are willing to travel long distances to work. Finally, it is important to consider what 

other choices of employment are available on the home ground. This last factor could 

mean that the employment area would reach further east than do the distance figures 

outlined in this report as a basis for commuting. 

4.2.2 Size of labor market from project site 

As mentioned above, it is estimated that the labor market is around 58% of the 

population. With this figure in mind, as well as demographic figures, it is possible to 

work out an estimation of how far from the aluminum plant at Bakki the employment 

market reaches. The next figure shows the extent of the labor market radius with 

Bakki as the center point. From this we can, for example, read how large this market 

is within a 30 km traveling distance from Bakki. Also, it is possible to see how big the 

labor market is within a maximum daily commuting distance from Bakki of 45 

minutes. As regards the traveling time, this is based on the assumption that people 

travel at the maximum permitted speed limit. It is, however, unrealistic to assume that 

drivers can, in every case, maintain that as their average traveling speed.  The figure is 

compiled, assuming that the Vaðlaheiði Tunnel will, at that time, be open and in use, 

as well as the new bridge over Skjálfandafljót River in Út-Kinn which will shorten the 

commuting distance. 
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Figure 9. Estimated size of the labor market from the project site, Bakki 

From this figure, we can see that on the employment market are around 2,200 persons 

within a traveling distance of 45 minutes from Bakki. Just outside this limit, is 

Akureyri, with a traveling distance of 52 km and an employment market of just under 

10,000 persons ï based on the assumption that necessary improvements to the road 

system will be carried out. 

4.2.3 Education levels 

Data on the educational qualifications of the inhabitants is not available from official 

sources. Details on education can, however, often to be found in background 

information collected in surveys. RHA carried out one such survey in the spring of 

2007. This was in connection with research into the social effect of the construction of 

the aluminum plant and power plants in the east of the country
3
.  The figure below 

shows the level of education both inside the impact area and outside, according to this 

survey. It was decided to group Akureyri and Þórshöfn regions together in this 

analysis as there were so few respondents in the latter. In spite of the fact that the 

percentage of replies to this survey was not high, there were no indications of a 

systematic deviation as regards gender, age or residence.   

                                                      

3
 This is a postal survey which was carried out from the end of February until the beginning of May 

2007.  The final sample comprised 3,134 people from all over Iceland living there 1 January 2007, born 

1942-1989 (age 18-65).  Answers received numbered 1,219 i.e. 38.9% of those targeted. 
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(Source: RHA, unpublished data) 

Figure 10. Education levels of the impact area compared to other regions (highest education 

obtained background data from a survey in 2007) 

According to this analysis, there is some difference in educational levels between the 

areas. In the interpretation of this data, a certain amount of caution must be exercised 

as we are dealing with a sample comprised of 133 respondents in the Húsavík area 

and 202 in the Akureyri/Þórshöfn area. In the former, it is obvious that there are more 

people who have only completed an elementary education and fewer who have a short 

further education record.  Respondents with an education relating to industrial trades 

were proportionately more in the Akureyri and Þórshöfn regions, which is perhaps not 

unexpected, considering Akureyriôs long history and tradition of industry. There was 

little difference in the percentage of those with a university education. The 

composition of age groups in the areas must be kept in mind as this may be used to 

explain some aspects of the findings. In the Húsavík area, there are proportionally 

more older people, while the younger adults with, generally, a higher level of 

education have decreased in number. RHA has conducted some surveys where similar 

information appears as background parameters.  Generally speaking, the trend over 

the past years seems to be for the number of those who have only an elementary 

education to fall by about 1-2 percentage points a year, while the figure for those with 

a university education rises by about 0.5 percentage points per year. (Jón Þorvaldur 

Heiðarsson et al., 2007). 



Aluminum Plant in Húsavík ð Socio-economic Impact Assessment RHA 

January 2009 29 

4.2.4 Unemployment 

Icelanders have not, for the most part, suffered greatly from high unemployment 

figures over the past decades, although there have been periods in between e.g. the 

beginning of the nineties when unemployment has been considerable. At those times, 

certain districts or built-up areas were very badly hit, when the main sources of 

employment suffered a blow. This applies to, among other places, the impact area. 

Akureyri was, for example, dependent on industries which experienced a severe 

downswing in the nineties. The Icelandic labor market has, however, always been 

thought of as flexible, a fact which is seen in the way the inhabitants migrate from one 

place to another, depending on where there is work to be had, and also in the way they 

switch from one type of job to another. 

 

Source: Based on data from Directorate of labor 

Figure 11. Unemployment 1987-2007, annual averages 

Figure 11 shows that registered unemployment has, on the average, been rather more 

in the impact area than in Iceland as a whole, although it has swung more or less in 

time with the general trend for the country. It is a long time since seriously high 

unemployment has been seen, by Icelandic standards. During the last 20 years, 

registered unemployment for the impact area was highest in 1994 when it reached 

7.6% for women and 5.2% for men. In recent years, there has been little 
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unemployment, although it reached 4.4% for women in 2004 when this was the 

highest figure in the country.  

4.2.5 Wages and the structure of the economy 

Alcoa has already gained vast experience in the setting up of an aluminum plant in the 

provinces areas, and here of course we mean the plant at Reyðarfjörður.  It is, 

therefore, interesting to see how the analysis of employment types in the impact area, 

(the north east) compares with that of the east of the country.  To do this, there is no 

other way than to examine the situation before heavy industry projects commenced in 

the east of Iceland
4
 and here, therefore, is a comparison of assessed employment 

classes
5
 in the year 2002 for these areas and for Iceland as a whole. 

 

Source: Based on data from Statistics Iceland 

Figure 12. Estimated division of the economy into industry sectors in man-years, 2002 

From the figure, it can be seen that the north east is nearer to the national average than 

is the east, in most employment types. The same kind of employment division for 

2005 can be seen in the next figure but now East Iceland has been omitted as the 

presence of heavy industry development would skew the employment grouping there.   

                                                      

4
 Heavy industry projects in the east of Iceland in the year 2003. 

5
 The assessment is made by dividing total salaries in each employment type by the average salaries in 

primary occupation for each employment type.  The resulting value is not the number of man-years, but 

the ratio should nevertheless be similar.  
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Source: Based on data from Statistics Iceland 

Figure 13.  Estimated division of the economy into industry sectors in man-years 2005 

Both 2002 and 2005 show that incidences of other industries are rather more in the 

north east than in the country as a whole. This should come as no surprise considering 

the strong tradition for industry in that area, especially Akureyri.  In Iceland, salaries 

are higher in the area of the capital than elsewhere in the country. In the next figure is 

seen the average salary in primary occupation over three years 2003-2005 in North 

East Iceland as well as in the area of the capital and the country as a whole.  

 

Source: Based on data from Statistics Iceland 

Figure 14. Average income by primary occupation in the impact area 


