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According to the Air Transport Action Group (ATAG) Report on global aviation benefits 
(2012) the economic benefits of aviation activities on the global economy are counting 
for 2.2 trillion to global GDP, which is 3.5%. It supports 56.6 million jobs worldwide and 
aviation jobs are on average 3.5 times more productive than other jobs. Air 
transportation carries around 35% of world trade by value and only 0.5% by volume. It 
contributes to the global economy in such a way that if it was a country it would rank 
19th in size by GDP. The economic benefits from participation in the aviation industry is 
however quite different from one geographical location to another (IATA, 2011). 

Icelandic aviation figures are somewhat smaller – But never-the-less, aviation 
contributes significantly to the Icelandic economy as we will see during this 
presentation. It is proportionally larger in Iceland than in most countries as figures show 
and we come to later in this presentation. (Oxford Economics, 2011)

References:
Air Transport Action Group (ATAG). 2012. Aviation: Beyond Borders Report. Downloaded 
1st. Oct. 2012 from http://www.aviationbeyondborders.org/download-abbb-report

International Air Travel Association (IATA). (2011). Benefits of Aviation. Country Reports. 
Downloaded 1st. Oct. 2012 from http://www.benefitsofaviation.aero/Pages/ 
download.aspx 
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Iceland enjoys a much milder climate than its name and location adjacent to the Arctic 
circle would imply. A branch of the Gulf Stream flows along the southern and the 
western coast greatly moderating the climate.

Einarsson, Markús Á.: Climate of Iceland, in H. van Loon (editor): World Survey of 

Climatology: 15: Climates of the Oceans. Elsevier, Amsterdam, 1984, pp 673-697. 
Downloaded 29. Nov. 2012 from: 
http://en.vedur.is/media/loftslag/myndasafn/frodleikur/Einarsson.pdf
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Ground based infrastructure and services consists of various services offered by service 
providers which for the most part are approved and certified by the national aviation 
authority. This has not been the case for very long but has been implemented in relation 
to the European regulatory framework. This regulatory framework serves the purpose to 
ensure the operation is sufficiently safe, the same requirements apply to everyone, and 
access to competition on the market. This service is provided to aircraft operators by 
operators of airports, air navigation services and ground handling services. 

ISAVIA is a limited state owned company (ohf). Until 2007 the functions within ISAVIA 
belonged to the Icelandic Civil Aviation Administration (ICAA). The purpose of the 
separation was to separate the service providing part of the administration from the 
regulatory part. ISAVIA is regulated by ICAA. 

With the exception of few small airfields, all airports and air terminals in Iceland are 
presently operated by one operator, Isavia. Even though presently Isavia is operating all 
those airports, the foundations have been laid for competition in that market. ISAVIA 
operates four airports serving international civil aviation, nine airports serving domestic 
scheduled air transport and 37 registered aerodromes serving mainly general aviation.
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Number of arriving and departing passengers on Icelandic airports was 2.5 million in 
2010 and the cargo transported was 35 000 tons (Oxford Economics 2011). According to 
Isavia Annual report (2011), passenger numbers through Keflavik International Airport 
were 2.1 million and estimates for 2012 indicate 2.4 million through that airport.

To ensure regularity of air service, Keflavik Airport is kept open close to 365 days pr year. 
It only closes down few hours at a time during 1-3 days pr year, mainly due to low fog.

Note: Cargo moved with air transport are generally high in value but low in volume.
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ILS CAT II approach lighting (Barrette) system at Keflavik Airport. The approach lights 
extend 900 m out from the runway threshold. The line of green threshold lights with 
wingbars can be seen located across the runway in front of the white threshold stripe 
markings. Precision Approach Path Indicator lights (PAPI) can be seen on both sides of 
the runway co-located with the large white aiming point marking on the runway.  
Runway edge lights and color coded center line lights are on the runway and two white 
rows of touch down zone lights lead from the threshold 900 m into the runway.
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Landings of A380 and B747-8 have also taken place at Keflavik International Airport and 
it’s in route systems for medical diversions mainly. The airport was used for cross wind 
trials for the A380 with numerous landings.

Baldur Sveinsson. (2010). Downloaded 281112 from: 
http://www.verslo.is/baldur/20101006_an225/
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Aerodrome chart for A380 (Code F) ground movement at Keflavik Int‘l Airport
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Reykjavik Airport aerodrome chart.
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Photos used with permit of Akureyri Airport.
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200 ft minima for RWY04, 614 ft for RWY 22
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Operations of aircraft up to the size of FK50, DHC-8, ATR42 in present state.
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Red – International airports
Blue – Domestic Airports
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Air Navigation Service Providers (ANSP) provide air navigation service to air traffic. To 
operate, ANSPs have to be approved and certified by the national aviation authority in 
Iceland (ICAA). Isavia provides air navigation services (ANS) to air traffic in the Reykjavik 
Control Area (Reykjavik CTA), one of the largest control areas in the world. Research and 
development is conducted within Isavia for development of own systems and in 
coordination with companies within the aviation cluster.

Tern Systems is a daughter company of Isavia. Research and Development (R&D) projects 
are part of the operation of Tern Systems. The company develops radar data processing 
systems and other air navigation equipment especially pertaining to air traffic services. 
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TWR = Tower
APP = Approach
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The Icelandic CTA is vast geographically, one of the larger on world scale, extending from 
0° long in the East to the west side of Greenland Flight Information Region (FIR), and 
from 61°N in the south up to the pole (Isavia web page, 2012). Vertically the area has no 
upper limits, but from below it starts from 5500 feet above sea level over the ocean and 
above flight level 195 (19500 feet) in Greenland FIR. According to Isavia web page (2012) 
over 100.000 aircraft fly yearly over 140 million km within Reykjavik CTA.

The Icelandic CTA is based on agreement with 24 ICAO states and a special agreement 
between the governments of Iceland and the government of Denmark.

20



Red area:
RCC – Rescue Coordination Center – Maritime/Aviation – Situated in Reykjavik
Icelandic Coast Guard responsible for the RCC.
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Icelandic Coast Guard home page. Pictures downloaded 29.11.12 from: 
http://www.lhg.is/starfsemi/
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Ground handling is provided by variety of organizations, sometimes the ground handling 
is done by the air operator itself or by a third party. This service contains several 
different services that call for special education and training and in in some cases precise 
specialization. The ground services are of great importance to air operation and the 
personnel working in ground service is on daily basis in touch with the core of the 
operation. Ground handling organizations consist of flight dispatch units, aviation fuel 
providers, freight handling, passenger handling, apron management, ticketing and check-
in service, catering service, de-icing and maintenance organizations. 
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ICAA. (2012). Annual Report 2011. Reykjavik.
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The Icelandair route system consists of variety of destinations on both continents, all 
flights with intermediate stop at Keflavik Iceland. The strategy is to carry not only 
passengers to/from Iceland but passengers travelling from one continent to the other; 
transfer passengers. With this export strategy the market is in a way enlarged.

Photo: Icelandair. 2012. Icelandair route chart. Published with permission of Guðjón
Arngrímsson.
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The slide shows some of the related sectors, industries and clusters to aviation, they are 
considered supporting to arctic transport.
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Specialized education and training takes place in Iceland for personnel working in the different 
parts of the aviation cluster. 
Specialized education are the approved aviation schools, ATOs and other flight training schools 
and schools providing education and training for other aviation related personnel.

The local flight schools have programs for pilots mainly but lately the schools have taken up 
courses for education and training of other personnel in the industry, such as mechanics, air 
traffic controllers, flight attendants and ground service personnel. These core aviation roles do 
not require university education and therefore the schools are on secondary school level. The 
ATOs are approved and certified for conducting their training programs. Pilots are instructed 
according to a common curriculum and examined from a common European examination 
question bank. Licenses within the EU/EEA area are subject to the common curriculum and 
examinations, and after the national authorities have satisfactorily implemented the appropriate 
regulatory framework, licenses in the member countries are mutually recognized. Icelandic 
licenses are therefore good for use in the EU/EEA states. 

• Keilir Atlantic Center of Excellence (Conferences)
• Icelandic Flight Academy
• Geirfugl Flight School
• Flugskóli Akureyrar – flight school
• Helgi Jónsson Flight School
• Isavia Air Traffic Controllers Training Center
• Icelandair Technical Training / TRTO
• Type rating training organizations
• Air Atlanta Type Training

• University of Iceland and University of Reykjavik have aviation research and development 
projects on-going.

• Room for improvement, particularly in the secondary school system which can be shortened 
and more concentrated. Universities could add aviation programs on graduate and 
undergraduate levels.
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International Civil Aviation Organization (ICAO) - Established with the Chicago Convention (1944) on 
Standards and Recommended Practices (SARPs) for International Civil Aviation. The Convention contains 
18 Annexes. The SARPs are directed to the member states which are obligated to implement them into 
their national regulation.
Cooperation for air navigation in the ICAO North Atlantic Region (NAT) consists of Iceland, UK, USA, 
Norway, Denmark, Portugal, and Canada. Iceland is controlling vast area of the NAT.

European Economic Area (EEA) - The Agreement on the European Economic Area, which entered into 
force on 1 January 1994, brings together the 27 EU Member States and three EEA/EFTA States: Iceland, 
Liechtenstein and Norway — in a single market, referred to as the "Internal Market". (EFTA webpage.
(2012). Downloaded 27.11.12 from: http://www.efta.int/eea/eea-agreement.aspx)

Iceland is a member state of the European Economic Area (EEA) and EFTA. Through this European 
cooperation Iceland is obligated to implement regulatory framework for the European common market.
With the Schengen agreement Iceland has common borders with the other Schengen member states. It 
deregulated border restrictions and facilitated the free flow of people across borders within the member 
states.

Joint Aviation Authorities (JAA) - The Joint Aviation Authorities (JAA) was an associated body of the 
European Civil Aviation Conference (ECAC) representing the civil aviation regulatory authorities of a 
number of European States who had agreed to co-operate in developing and implementing common 
safety regulatory standards and procedures. This co-operation was intended to provide high and 
consistent standards of safety and a "level playing field" for competition in Europe. Much emphasis was 
placed on harmonizing the JAA regulations with those of the USA.  The JAA Membership was based on 
signing the "JAA Arrangements" document originally signed by the then current Member States in Cyprus 
in 1990. (JAA homepage. (2012). Downloaded 27.11.12 from: 
http://www.jaa.nl/introduction/introduction.html)

European Aviation Safety Agency (EASA) – Iceland had observer’s status since 2002, full member since 
2004. The Agency promotes the highest common standards of safety and environmental protection in civil 
aviation in Europe and worldwide. It is the centerpiece of a new regulatory system which provides for a 
single European market in the aviation industry. (EASA webpage. (2012). Downloaded 27.11.12 from: 
https://www.easa.europa.eu/what-we-do.php)

Iceland is also member of ECAC (European Civil Aviation Conference) - https://www.ecac-ceac.org/
Iceland has cooperation with Eurocontrol CFMU (Central Flow Management Unit)
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(Also – International Air Transport Agreements)

Iceland has Int’l Air Services Agreements with numerous states (close to 55 + the EU 
states)
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Other relevant ministries and government agencies:
The Icelandic Aircraft Accident Investigation Board (AAIB) is an accident investigation 
body, directly under the Ministry of Interior. To ensure objectivity of the AAIB it is an 
independent body from ICAA or any other aviation related operation in the country. 
(AAIB webpage, 2012)

By the Schengen agreement Iceland has common borders with the other Schengen 
member states. The agreement deregulated border restrictions and facilitated the free 
flow of people across borders within the member states and provides police and border 
control agencies access to common database where information of people involved in 
criminal activities are stored. The Schengen states issue commonly accepted visa's to 
travelers.

Ministry of Social Affairs holds the Administration of Occupational Safety and Health in 
Iceland. Ministry of Finance and Economic Affairs take to taxes and fees from the 
travelling public, the transport of goods and the operators, fiscal budget, cost of system 
development and maintenance. Ministry of Environment and Natural Resources take to 
environment and land use.
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Icelandic Civil Aviation Administration, Skogarhlid 12, IS-105 Reykjavik, Iceland.
Ph: +(354)-569-4100
www.caa.is
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The Icelandic CAA is under the Ministry of Interior. Director General is Mr. Petur K. 
Maack. The institute has 3 divisions: Administration, Flight Standards and Air Navigation 
& Aerodromes division.
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ICAA. (2012). Annual Report 2011. Reykjavik. Prenttækni.
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One key to the successful implementation of safety regulation is to attain a “just culture” 
reporting environment within aviation organisations, regulators and investigation 
authorities. This effective reporting culture depends on how those organizations handle 
blame and punishment.
Only a very small proportion of human actions that are unsafe are deliberate (e.g. 
criminal activity, substance abuse, use of controlled substances, reckless noncompliance, 
sabotage, etc.) and as such deserve sanctions of appropriate severity. A blanket amnesty 
on all unsafe acts would lack credibility in the eyes of employees and could be seen to 
oppose natural justice. A “no-blame” culture per se is therefore neither feasible nor 
desirable.
What is needed is a “just culture”, an atmosphere of trust in which people are 
encouraged, even rewarded, for providing essential safety-related information - but in 
which they are also clear about where the line must be drawn between acceptable and 
unacceptable behavior.

Reference: Skybrary. Web page. Just Culture. Description. Downloaded 29.11.12 from: 
http://www.skybrary.aero/index.php/Just_Culture
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Capacent Iceland. Reykjavik.
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Note to 1st - 3rd bulletpoint: Economic footprint, induced spending (including direct, 
indirect and induced contributions). (Oxford Economics, 2010)

Note to 5th bulletpoint: With the tourist cluster included their contribution to GDP was 
13% in 2010, both growing since.

Note to 7th bulletpoint: 2.4 million passengers estimated 2012 (Isavia, news on line, 
downloaded 2.10.2012 from http://b2b.kefairport.is/Frettir/1957/Metumferd-sumarid-
2012/default.aspx )

Note to 9th bulletpoint: 111489 aircraft went though Reykjavik CTA in 2011, approx 305 a 
day. (Isavia, web page, downloaded 2.10.2012 from http://www.isavia.is/flugleidsaga )

Global figures: Global aviation (2010)
56.6 million jobs supported by aviation 
3.5 x more productive (note this is world wide – Icelandic is 1.7 x more 
productive maybe due to higher productive figures in overall industries - GA)
3.5% of global GDP is supported by aviation
Over 2.8 billion passengers carried by airlines
48 million tonnes of freight

(ATAG, 2012)
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GDP of the Aviation industry with spillover effect into Trade and the Travel cluster is ISK 
200 billion (1.6 billion USD) in 2010
GDP of the Aviation industry direct, indirect and induced effect is ISK 102,2 billion (816 
million USD) in 2010 = Gross Value Added (GVA)

Direct: Directly contributed through the output of the aviation sector 
(airlines/airports/ground services)
Indirect: Indirectly contributed through the spending by the employer of the aviation 
sector and its supply chain (virðiskeðja)
Induced: Supported through the spending by the employees of the aviation sector and 
its supply chain.
Catalytic: Benefits for tourism.

Reference: Oxford Economics. (2011). Economic Benefits from Air Transport in Iceland. 
Downloaded 1st. Oct. 2012 from 
http://www.benefitsofaviation.aero/Documents/Benefits-of-Aviation-Iceland-2011.pdf 
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Icelandair’s business strategy is based on the geographical position of Iceland on the 
flight route between northern Europe and North America. By combining in its aircraft 
passengers visiting Iceland, passengers departing from Iceland and passengers travelling 
across the Atlantic via Iceland, Icelandair has managed to expand its network steadily.
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Reference: Porter. M.E. 2008. On Competition. Updated and Expanded Edition. Boston. Harvard 
Business School Publishing.

Initial mapping for the Icelandic aviation cluster was made autumn 2012, project from the M.Sc. 
course: Microeconomics of Competitiveness, University of Iceland, School of Business in 
cooperation with Harvard Business School. Professor Runolfur Smari Steinthorsson – Students: 
Dadi Larusson, Gudjon Atlason, Hallur Simonarson, Katrin Sigurdardottir and Ragnar H. 
Gudmundsson.

A geographically proximate group of interconnected companies and associated institutions in a 
particular field, linked by commonalities and complementarities. The geographic scope of a 
cluster can range from a single city or state to a country or even a network of countries. Clusters 
include end-product/service companies, suppliers of specialized inputs, components, machinery, 
and services; financial institutions and firms in related industries. Clusters also often include 
producers of complimentary products; specialized infrastructure providers; government and 
other institutions providing specialized training, education, information, research and technical 
support (such as universities, think tanks, vocational training providers); and standard setting 
agencies.
(Porter, M.E. 2008)

The world scale aviation industry is a global network of air operators, airports, air navigation 
service providers and manufacturers of aircraft, aircraft components and other aviation related 
equipment and systems. The aviation industry operating in a defined geographical area along 
with supporting infrastructure, certain regulatory input from government institutions and the 
inclusion of essential systems in a state, such as the educational system and research and 
development bodies can make a stem for the development and existence of an aviation 
„cluster“in that particular area.

“Government agencies that significantly influence a cluster can be considered a part of it.” 
(Porter, M.E. 2008)

Conditions to create room for innovation.
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