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SUMMARY OBSERVATIONS

(1)
The Economic Environment

1. Norway's adoption of the 2002-05 Long-Term Programme and the implementation of structural reforms, as well as accelerating world demand and low interests rates helped its recovery from its economic slowdown in the second half of 2003.  Moreover, in 2001, Norway further reformed its monetary and fiscal policy frameworks by setting a low and stable inflation target of 2.5% and new fiscal policy guidelines.  Norway saves its "oil-boosted fiscal income" in a State Petroleum Fund (SPF), which invests in foreign bonds and other securities.  Intended as a reserve for future expenditures, and not earmarked for any special purpose, the SPF helps Norway to weather fluctuations in the oil subsector, and (in recent years) to contain the public deficit.   

2. Although real GDP growth slowed from 2.8% in 2000 to 0.4% in 2003 (led by a fall in gross fixed capital formation and the slowdown of world demand), Norway's performance in other macroeconomic indicators has been good since its last TPR in 2000:  inflation and unemployment have generally remained low, interest rates have been falling, and Norway's current account has shown strong surpluses. 

3. Norway's services sector remains the backbone of its economy, with a GDP share of over 56%.  Norway's services balance on external account has posted an increasing surplus since 2000, with shipping services being the single most important exported service.  Norway is the world's third largest exporter of oil.  Crude petroleum and natural gas (more than 17% of GDP in 2003) remain Norway's most important export products;  together they accounted for 60% of merchandise exports in 2003, but this share has fluctuated significantly over the years.  Manufactured goods (around 9% of GDP) and fish account for about 20% and 4% of merchandise exports respectively.  The contribution of agriculture (excluding fisheries) to GDP and merchandise exports is negligible.  Norway's imports are dominated by manufactured goods.  Its main trading partners are the members of the European Union, most notably Germany, Sweden, and the United Kingdom.  Norway's direct aid to developing countries continues to represent some 0.9% of its GDP.

(2)
Institutional Framework

4. Norway is an original Member of the WTO, and accords at least MFN treatment to all its trading partners.  Since its last TPR, Norway has maintained broadly unchanged its overall institutional framework for trade policy formulation, with the Ministry of Foreign Affairs having overall responsibility in this regard.  Trade liberalization in Norway follows several tracks:  multilateral;  regional (Norway's membership of the EEA);  reciprocal (through bilateral agreements with other trading partners negotiated under EFTA);  and non-reciprocal (through Norway's preferential schemes for developing and least developed countries).  Since Norway's last TPR, changes in trade-related legislation have been driven mainly by a combination of autonomous policy initiatives and the need to comply with EEA commitments.  

5. In the context of the Doha Development Agenda, Norway seeks improvements in market access for non-agricultural products through a comprehensive reduction in tariffs and the dismantling of quantitative restrictions;  stronger disciplines in the area of anti-dumping measures in order to eliminate trade distortions resulting from their use;  further liberalization of the services sector;  and the elimination of fisheries subsidies that lead to increased fishing capacity.  It is of the view that non-trade concerns have to be taken into account in the context of agriculture liberalization.  Since its last TPR in 2000, Norway has been a complainant in one WTO dispute, and a third party to five others.  

6. Norway is a founding member of EFTA and the European Economic Area (EEA).  The EEA Agreement provides principally for freedom of movement of goods, persons, services, and capital.  However, trade in agriculture and fisheries has been liberalized only to a limited extent under the Agreement.  Through its membership of EFTA, Norway is part of an expanding network of free-trade agreements.  Since Norway's previous TPR, EFTA has concluded bilateral free-trade agreements with Croatia, Chile, Jordan, the Former Yugoslav Republic of Macedonia, Mexico, and Singapore.  In addition, EFTA has preferential agreements with Bulgaria, Croatia, Israel, Morocco, the Palestinian Authority, Romania, and Turkey.  In general, the preferential margins of these agreements tend to be low, as Norway has liberalized its trade in most non-agricultural products. 

7. Norway's investment regime is liberal.  However, nationality restrictions exist with respect to activities and ownership in the fishing and maritime transport subsectors.  Since Norway´s last TPR in 2000, the Government has taken a number of measures to improve the investment environment, most notably, the abolition of specific reporting requirements for investors owning more than certain thresholds of a company's share capital, and of the investment tax of 7% that applied to purchases of business assets.  

(3)
Trade Policy Instruments

8. Norway's trade policy regime remains generally open, with the principal exception of agriculture.  Its average applied MFN tariff has fallen from 8.1% in 2000 to 7.2% in 2004, with rates ranging up to 2,356% (an ad valorem equivalent (AVE)) on meat offal.  While tariffs on agricultural goods (WTO definition) remain high, with an average rate of 38.2%, the average MFN tariff on non-agricultural products is 0.9%.  In July 2002, Norway reduced its MFN tariffs on a number of non-agricultural products to zero.  These cuts, combined with tariff reductions undertaken in previous years, mean that some 94% of industrial tariff lines (84% of all lines) are currently duty free.  Some limited liberalization of trade in agricultural products has also taken place (on a reciprocal basis), both in the EEA context and under free-trade agreements concluded under EFTA.  Norway has bound all its tariff lines;  the average bound rate is 29.5%, with rates ranging from 0% to 2,356% (an AVE). 

9. Norway expanded its GSP scheme in 2000 by extending product coverage and simplifying rules of origin requirements, and on 1 July 2002 extended duty-free and quota-free market access for all products originating in least-developed countries.  Thus, the zero rate applies to all imports from LDCs, while the average tariff on imports from ordinary, non-LDC beneficiaries is 5.5%.

10. Internal indirect taxes remain relatively high, with the normal rate of VAT at 24%.  Although these taxes apply equally to imports and locally produced goods, for a number of products (motor vehicles, alcoholic beverages, tobacco) they fall mainly on imports, since there is no substantial domestic production.  A food production tax and inspection fees are levied at varied rates.  

11. Norway has not carried out any anti-dumping or countervailing investigations since its last TPR, nor has it taken, maintained or initiated any safeguard measures.  Most Norwegian standards and technical regulations follow those of the EU.  On food safety, Norway attaches great importance to maintaining a high level of safety at all levels of the food chain. 
12. Import prohibitions maintained by Norway are generally based on international conventions.  Norway requires import licences for surveillance and quota management purposes. Non-automatic licences are maintained to administer 60 tariff quotas on agricultural products, including minimum access quotas, other global quotas, and bilateral quotas.  Effective 1 January 2001, Norway eliminated quantitative import restrictions on fishing nets, its last remaining restriction on imports of textile products under the WTO Agreement on Textiles and Clothing.  

13. Norway requires export licences for arms and other strategic goods and minke whale products.  Exports of fish and fish products are subject to a levy that varies from 0.25% to 1.05% of the value depending on the product.  For a number of agricultural products, Norway continues to grant substantial export subsidies, although outlays declined by more than 45% between 1998 and 2003.  The 2003 Producer Support Estimate was 72%.  Apart from agriculture, industry-specific assistance is also available to the fishery, forestry, and ship-building subsectors. Sector-specific support is also dispensed, along with more generic support, in the context of regional support schemes, with the objective of promoting economic activity in remote areas.

14. Since its last TPR, Norway has renewed its legislation on public procurement.  Its regime does not discriminate against EEA members and parties to the WTO Government Procurement Agreement.  State ownership remains extensive in the economy, although some limited privatizations (mainly of Statoil and Telnor, the leading companies in the oil and telecommunication subsectors) have taken place since 2000.  In May 2004, a new Competition Act entered into force, with expanded definitions of and stronger measures against anti-competitive conduct.  Norway also amended its legislation on intellectual property rights, with a view to fully complying with its international obligations in this area.

(4)
Sectoral Policies

15. Agriculture (less than 1% of GDP) remains the most tariff-protected sector.  Border protection is compounded by a complex system of extensive domestic support (more than two thirds of all budgeted state support).  Tariff quotas apply to "sensitive" products, mainly goods covered by Norway's minimum access commitments under the WTO Agreement on Agriculture.  As a result of high border protection, consumer prices for agricultural products are higher in Norway than in neighbouring countries.  Outlays for agricultural export subsidies have decreased significantly since Norway's last TPR but they remain substantial for dairy products.  The contribution of forestry and fisheries to GDP is low and has further fallen since Norway´s last TPR, as has state support for both subsectors.

16. The production of petroleum and natural gas remains the single most important activity in the Norwegian economy.  The share of oil and gas extraction in GDP has fluctuated between 17% and 23%, mainly due to oil price variations.  Although the hydrocarbons subsector is open to foreign companies and some limited privatization has taken place, public ownership remains substantial.  The share of petroleum and petroleum products in Norway's exports has ranged between 43% and 63% in recent years.  Norway's manufacturing sector contributes about 9% to GDP.  Imports of a large category of manufactured products are duty free;  processed agricultural products and textiles are the most tariff protected goods in the sector.  

17. The services sector is, by far, the most important contributor to Norway's GDP and employment.  New legislation on telecommunications has entered into force since Norway's last TPR, and ownership restrictions in financial services have been relaxed.  Although the State has reduced its shares in a number of enterprises, state ownership in the services sector remains substantial, particularly in financial services and telecommunications.  Norway has made specific commitments under the GATS in all service categories except health-related and social services.  Norway's initial offer in the services negotiations provides for an expansion of its schedule of horizontal as well as sector-specific commitments.  Most of these proposed commitments have already been implemented at the EEA level.    

(5)
Trade Policy and Trading 
Partners

18. Norway has a long-standing commitment to the multilateral trading system, and participates actively in various free-trade agreements.  It has been instrumental in advancing the Doha Development Agenda by tabling proposals in several areas, and is also an important donor for WTO technical assistance activities.

19. The Norwegian market is generally open to non-agricultural products, which are largely imported duty free.  Continued structural reforms, including privatization, and further tariff reductions in agriculture would contribute to better resource allocation
in the Norwegian economy.  Improvements of Norway's multilateral commitments, both on goods and services, would increase the predictability for trade regime.  Moreover, the move to ad valorem tariffs would stabilize the level of tariff protection for its agriculture, where fluctuation of import prices (in NKr) has raised the ad valorem equivalents of duties on certain products to levels up to 2,356%.

20. Norway's internal tax system on agricultural products (various inspection and control levies and taxes) is complex;  it would gain in transparency if reforms were implemented, taking into account Norway's WTO commitment on other duties and charges bound at zero, and the GATT 1994 provision on national treatment.  

