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SUMMARY OBSERVATIONS

(1) Norway in World Trade

1. Norway is a small economy, with a share of under 1 per cent in world

merchandise trade. Its merchandise trade to GDP ratio is 27½ per cent. In

addition, Norway has substantial trade in certain services, in particular

shipping. Most manufacturing sectors are open to international trade;

however, agriculture, most services and certain manufacturing activities

are not directly exposed to foreign competition. According to Norwegian

statistics, export-oriented and import-competing industries together

account for 19 per cent of gross output and 11 per cent of GDP.

2. Crude petroleum, by value 80 per cent oil and 20 per cent natural gas,

accounts for more than 40 per cent of Norway's merchandise exports. In

addition, Norway exported petroleum produ-ts worth nearly NOK 10 billion

(4.7 per cent of exports) in 1990. Metals - aluminium, ferro-alloys, zinc,

nickel and iron and steel - form the largest product group of non-fuel

exports. Other natural resource based products such as chemicals, pulp and

paper and fish are also major export items. Ships feature prominently in

merchandise exports and imports because of the large Norwegian merchant

fleet.

3. Norway's exports are generally characterized by a lower degree of

processing than imports. The major product group in imports is transport

equipment, including ships, aircraft, passenger motor vehicles and lorries.

Durable consumer goods, textiles, clothing and footwear and pharmaceuticals
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are other major imports. Norway is, overall, a net importer of

agricultural products, particularly grains, sugar and tropical products;

however, imports of locally produced crops and other farm products are very

low.

4. Norwegian sales of crude oil are limited to the North Atlantic Basin

because of the transportation costs. Natural gas is sold on long-term

contracts to countries in the EC. Norwegian non-fuel trade is also

concentrated towards the OECD area, in particular countries in Northern and

Western Europe. The EC is Norway's major trading partner, accounting for

nearly 50 per cent of imports and more than 55 per cent of non-fuel

exports. Trade with the Nordic EFTA partners represents almost 20 per cent

of non-oil exports and imports. Excluding ships, trade with developing

countries accounts for just over 8 per cent of Norway's merchandise imports

and around 7 per cent of exports. Norway has generally not traded

extensively with countries in Eastern and Central Europe.

5. Norway has gone through a period of painful economic adjustment since

oil prices declined in 1986. Monetary and fiscal policies have been

tightened. Gross fixed investment in mainland Norway declined by one

quarter between 1987 and 1990, the greatest peacetime fall since the 1930s.

The effects of the domestic recession have been evident in the labour,

financial and real estate markets. An unemployment rate of 5 per cent

(8 per cent if people on labour market schemes are included) may not be

high by OECD standards, but represents a postwar peak for the Norwegian

economy. Inflation, a recurring problem since the mid-1970s, has fallen to

an annual rate of below 4 per cent, lower than in most of Norway's trading

partners. Surpluses have been restored in the merchandise trade balance

and current account. However, much of the improvement is due to higher

export volumes of crude oil.
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6. Two main objectives of current economic policy are to increase

employment and reduce Norway's dependence on petroleum revenue. The net

Government cash flow from petroleum has been transferred into a new State

Petroleum Fund since the beginning of 1991. The Fund is not expected to

reduce Norway's dependence on oil in the short term, but may have a

longer-term disciplining effect. As long as weakness persists in domestic

demand, any increase in employment will have to come from Norway's

exporting and import-competing sectors. Thus far, these sectors have

showed few signs of expansion.

(2) Institutional Framework

7. Under the 1814 Constitution, the Parliament (Storting) is ultimately

responsible for Norway's trade policies. Decisions of major importance,

including accession to international treaties and agreements with other

countries, must be approved by the Parliament. New or amended legislation

which has been approved by the Parliament is passed on to the Government

for enactment. Legislation covering trade issues frequently give the

administration, usually the relevant Ministry, wide discretion in issuing

implementing regulations. All legislation is formally passed into law by

the King.

8. Formal government decisions are taken by the full Cabinet (Statsr~d),

chaired by the King. Interministerial issues will already have been

discussed informally and agreed among Ministers. Formulation and

implementation of trade policies is the overall responsibility of the

Minister of Trade and Shipping, who is in charge of the trade and shipping

departments in the Ministry of Foreign Affairs. Questions of trade policy

may also involve other parts of the Ministry of Foreign Affairs and other

Ministries, mainly Finance, Agriculture, Fisheries and Industry.
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9. The basic legislative measures underlying most current trade

regulations are the provisional bans on imports and exports of

13 December 1946 and the provisional ban on imports of 22 June 1934 in the

case of agricultural products. In practice, very few industrial products

are now subject to licensing under these general prohibitions, while the

list of agricultural products covered is clearly defined. These general

bans are supplemented by legislation which regulates trade in specific

products, including ships, fish, processed agricultural products, grains,

pharmaceuticals, arms and ammunition and strategic goods, services and

technology.

10. Export and import licensing of industrial goods is administered by the

Ministry of Foreign Affairs. Trade regulations on agricultural products

are the responsibility of the Ministry of Agriculture. The licensing

system for many agricultural products is z.Lrently managed by the Norwegian

Grain Corporation. Fish exports are licensed by the Ministry of Fisheries.

The administration of import and export controls and the collection of

duties and taxes are carried out by the Directorate of Customs and Excise,

reporting to the Ministry of Finance. The Ministry of Finance is also

responsible for conducting anti-dumping and countervailing duty

investigations.

11. The private sector makes major formal and informal contributions to

the formulation of trade policies. Non-governmental organizations are

involved in the early stages of policy formulation and are later invited to

comment on government positions and proposals. The private sector also

participates in various advisory bodies, including the Advisory Committee

for Tariffs and Trade (the GATT Committee) and the Advisory Committee for

European matters.
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12. Farmers' organizations have a strong influence on the level of

assistance to agriculture. The level of financial support is established

in biannual agreements, with annual adjustments, between the Government and

two nationwide farmers' organizations. The settlement must be approved by

the Parliament. The markets for the main agricultural products are

supervised by the Norwegian Agricultural Marketing Board, which administers

Product Funds for the purpose of regulating prices. Four national

associations of farmers' co-operatives implement market regulations on milk

and dairy products, meat, eggs and horticultural products. Import

committees, dominated by producers and traders, administer the import

licensing of meats, cheese and various horticultural products. The

Agricultural Agreement gives a general description of the import practices

to be followed during the period under the agreement. The Government is

committed not to reduce the level of protection without consultations or

negotiations with the two farmers' organizations.

13. Support to traditional fishing - unlike agriculture, an

export-oriented sector - is determined in annual settlements between the

Government and the Norwegian Fishermen's Association. All raw fish landed

in Norway must be sold through fishermen's sales organizations or

purchasers approved by these organizations.

14. Norway has no statutory Lody for public review: of trade policies.

However, the Price Directorate, the main institution in charge of enforcing

competition policies, carries out autonomous assessments of the effects of

public regulations, including trade restrictions, on competition and

efficiency. New legislation which may affect competition must be submitted

to the agency for comment. It may recommend changes, but is not empowered

to make any amendments to laws and regulations.
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(3) Trade Policy Features and Trends

15. Norway is a founding member of the GATT. It has participated actively

in all negotiating rounds, has accepted all protocols emerging from

successive GATT negotiations and is a signatory to all the Tokyo Round

Codes.

16. A marked difference exists between Norway's trade policies in the

fields of agriculture and industry. While trade measures on industrial

products are generally low and transparent, a complex network of border

measures and domestic supports has encouraged a high level of

self-sufficiency in agriculture. The objectives underlying such measures

include national security, social, regional and ecological aims, and a

restrictive import system is seen as a decisive condition for the

attainment of these objectives. The costs to the Government in budgetary

terms, and to Norwegian consumers in terms of high prices are recognized as

being considerable.

17. Norway supports the m.f.n. principle. However, some two-thirds of

Norway's imports receive preferential tariff treatment within the framework

of EFTA and the free trade agreement with the EC. The agreements provide

duty free access for most industrial products, and zero tariffs or tariff

reductions on a number of agricultural products. EFTA countries

liberalized their internal trade in fish and fish products on 1 July 1990.

(i) Recent evolution

18. Access to the Norwegian market for industrial products is generally

open and unrestricted, with the exception of some textiles and clothing

items. Access for agricultural goods produced in Norway and for
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"sheltered" industries such as food and beverages is, by contrast, heavily

restricted.

19. Many years of substantial oil revenues have allowed Norway to provide

major support both to primary sectors and to manufacturing. Some of this

support relates specifically to certain sectors such as shipbuilding, the

financing of losses and restructuring in State-owned industries or

subsidies to newspapers. Other schemes, related to regional development or

research and development assistance, are typically not sector-specific.

20. The Tokyo Round resulted in an average reduction of 28 per cent in

Norway's m.f.n. rates. Some minor tariff revisions occurred in the

conversion to the Harmonized Commodity Description and Coding System (HS)

on 1 January 1988. Norway reduced tariffs on 132 tariff lines (tropical

products) on 15 July 1989 in response to the Mid-term Review decision in

the Uruguay Round.

(ii) Type and incidence of trade policy instruments

21. Norway is a low-tariff country for most imports. Tariffs on

manufactures are mostly ad valorem while the rates on agricultural goods

are predominantly specific. In agriculture, however, tariffs are generally

of minor importance and protection is afforded by quantitative restrictions

and State-Lz.ading. Tariffs on industrial goods are generally low - the

simple average m.f.n. rate for industrial goods is 5.7 per cent. Most

imports enter duty free under preferential arrangements. These

arrangements cause a certain level of discrimination in cases where m.f.n.

tariffs are high, for example on textiles and clothing, motorcycles, radio

and television receivers, organic surface-active agents and plastics.
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22. Seasonal tariffs, at specific rates, are applied on imports of some

fruits and vegetables. Imports of meats, eggs, potatoes and concentrated

feeds are subject to a price equalization levy to bring the price of

imported products up to the domestic level. A duty is collected on

processed agricultural products subject to free trade within the EC/EFTA

area. The purpose of the duty is to eliminate the disadvantage incurred by

Norwegian food processing industries in using more expensive domestic

agricultural raw materials.

23. Norway has bound more than 92 per cent of the tariff lines in its

customs tariff. The incidence of bindings is lower for agricultural

products (69 per cent) than for industrial goods (97 per cent). Little

scope exists for raising tariffs, as most tariffs are bound at currently

applied rates. However, the use of specific tariffs, particularly in

agriculture, offers increasing protection as import prices fall, even where

these specific tariffs are bound.

24. Norway uses a number of product-specific excise taxes to implement

environmental, social and other policies. The measures are an important

source of government revenue. Taxes do not discriminate between imported

and domestically produced goods; however, lack of domestic production of

some products - such as motor vehicles, wine, sugar and tobacco - leads to

the duties being levied exclusively or predominantly on imported goods.

25. Trade in goods and services with South Africa is generally prohibited.

Trade relations with Iraq are currently suspended. Product specific import

prohibitions mainly concern certain live animals, plants and animal and

plant products which may carry dangerous pests and diseases which do not

exist in Norway. Imports of coniferous timber, wood and chips from Canada,

China, Japan and the United States are prohibited while research is
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undertaken to evaluate the risk of nematode infestation to forests in the

Nordic countries.

26. Import licensing, administered by the Ministry of Foreign Affairs,

covers ships, textiles and clothing, whalemeat and extracts thereof and oil

of marine mammals. Country-specific licensing applies to cleaning cloths

and dusters from some countries and to some products (mainly footwear) from

Taiwan.

27. Most agricultural imports are subject to licensing by the Ministry of

Agriculture. Licences are issued by the Norwegian Grain Corporation.

Licensing practices vary in restrictiveness. Most restricted are imports

of live animals and fodder components. The regulations provide for

suspension of import licenses of meat, eggs and various horticultural

products if domestic prices exceed established limits. In practice,

however, a certain volume of imports is permitted to enter to prevent such

a situation from occurring.

28. Import licences are suspended for certain vegetables, fruits, berries

and plants during parts of the year. The unrestricted periods correspond

to arrangements established under the free trade agreement between Norway

and the EC. These arrangements also establish minimum bilateral import

quotas for cut flowers and some plants. In addition, Norway has bilateral

import quotas for cheese and sheepmeat. Other import quotas, on meat, are

applied on a global basis.

29. Three State monopolies carry out trade in pharmaceuticals (the

Norwegian Medicinal Depot), grains (the Norwegian Grain Corporation) and

wine and spirits (the Wine Monopoly).
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30. Norway generally applies a "no risk" policy in order to preserve very

high phytosanitary and zoosanitary standards. Livestock imports are

permitted only on a case-by-case basis, subject to a "need" assessment.

Most imported foodstuffs are subject to sanitary regulations. Inspections

are carried out by the local authorities.

31. Norwegian technical regulations, standards and testing procedures are

generally based on internationally accepted norms and recommendations.

However, because of the small size of the market, the level of import

penetration tends to be low in cases where Norwegian requirements deviate

from those applied in other countries.

32. Public procurement totalled around 13 billion Special Drawing Rights

(SDR) in 1988, of which Central Government procurement amounted to

6 billion SDR. In 1987, the 19 entities covered by the GATT Code

represented around 3 per cent of total public procurement in Norway. The

share of direct imports in total public procurement has been estimated at

around 24 per cent, rising to 35 per cent if imported inputs to domestic

suppliers are included. Central Government procurement practices generally

do not discriminate between foreign and domestic suppliers; however,

exceptions may apply under specifically defined circumstances and in

procurement to the State Power Board, which grants a 10 per cent

preferential margin to Norwegian suppliers. There is evidence that

virtually all local Government procurement contracts are awarded to

domestic enterprises.

33. The Norwegian authorities consider countertrade to be contrary to the

general principles of free trade, and do not, as a general rule, enter into

or encourage such practices. The Ministry of Defence has concluded offset

arrangements with foreign suppliers in connection with major defence

procurement programmes.
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34. Exports to South Africa and Iraq are currently prohibited. General

export restrictions apply to objects of cultural heritage; hazardous waste;

endangered species of animals and plants; animals and plants subject to

disease controls; vessels above a certain size; strategic goods, services

and technology; and potatoes. State monopolies control exports of beer and

spirits and in principle also exports of pharmaceuticals, grains, milled

products and concentrated feeds. Fish exports are licensed by the Ministry

of Fisheries.

35. The Norwegian Trade Council is responsible for the promotion of

Norwegian goods and services. Tourism to Norway is marketed by the

Norwegian Tourist Board (NORTRA). The Norwegian Export Fund, which

contributes to the financing of the Trade Council and specific export

promotion programmes, receives income from a tax of 0.075 per cent charged

on most exports of goods. Norwegian exports of capital goods are

essentially financed by a private institution (A/S Eksportfinans). A State

agency, the Guarantee Institute for Export Credits, provides export

insurance and guarantees.

36. Subsidies are provided to exports of excess agricultural production to

account for differences between world market prices and the administered

domestic prices. Funding is provided through producer levies, government

transfers through the Agricultural Agreement or withheld subsidies to

farmers.

(iii) Temporary measures

37. Norway's anti-dumping regulations are based on GATT rules.

Investigations and recommendations on action are made to the Ministry of

Finance by an Anti-dumping Committee, established in 1957. If supported
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by the Ministry of Finance, a formal decision to impose duties must be made

by the King in Council of State. A report must also be sent to the

Parliament as soon as possible.

38. The procedures have not been used frequently. The 29 cases

investigated between 1957 and 1985 resulted in the imposition of

anti-dumping duties in three cases and countervailing duty on one occasion.

The last anti-dumping duty in force, on cement from the German Democratic

Republic, was lifted in December 1985.

39. Norway last implemented a safeguard action under GATT Article XIX in

1978. The measure affected imports of textiles and clothing from

Hong Kong. Norway restricted imports for balance-of-payments reasons after

the Second World War. The remaining controls under GATT Article XII were

lifted in 1961.

(iv) New initiatives

40. In April 1989, Norway supported the commitment not to increase

protection and transfers to agriculture. However, Norway has stressed that

agricultural assistance should take account of non-economic factors such as

food security, regional policy and environmental protection. In the

Uruguay Round, Norway has offered tariffication (including variable levies

and fixed elements with corrective factors) and subsequent reduction in

place of most of the existing quantitative restrictions on agricultural

imports. The Agricultural Agreement for 1991-92 signals a reduction in

real terms in support to agriculture, particularly to grain production.

41. Agricultural policies are currently under review. A public committee

established in 1987 presented its report in October 1990, recommending a

reduction in milk and beef production, further geographical differentiation
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of support measures within Norway and lower use of fertilizers, pesticides

and other inputs which raise production but have detrimental effects on the

environment.

42. Norway maintains bilateral restraint agreements on clothing and

textile items under the MFA. A reduction in the product coverage of

textile restraints began in 1988. Since 1989, the number of restricted

product categories has diminished from eight to four for most of the 19

countries with which Norway has concluded textile restraint agreements.

43. New export regulations for fish, effective 1 July 1991, are intended

to deregulate and promote fish exports. A new Export Committee for Fish

replaces eleven previously existing export committees. Exporter

authorizations are no longer dependent on membership in an exporters'

association or restricted to specific fish product categories. However,

the Government maintains the right to reserve certain foreign markets for

certain exporters and to fix minimum export prices and other sales

conditions.

44. Norway has recently implemented a number of reforms which, though not

necessarily linked to trade, aim to improve the functioning of the economy.

Foreign exchange transactions were almost completely deregulated on

1 July 1990. Remaining restrictions include a prohibition on residents

contracting life insurance abroad, and controls on foreign currency loans

incurred by the municipal sector. Monetary policy is aimed at maintaining

a stable nominal exchange rate. Since autumn 1988, the Central Bank has

allowed only minor deviations from the desired nominal value of the krone.

Norway unilaterally linked its currency to the European Currency Unit (ECU)

on 22 October 1990.
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45. A new tax law was adopted in the spring of 1991, replacing a tax

system based on an act of 1911. The reform lowers general tax rates while

the tax base is broadened. The stated aim of the reform is to reduce

distortions from taxation on savings, investment and production. A new

Energy Act, deregulating the electricity market, entered into force on

1 January 1991. New measures are expected to reduce costs, increase

production efficiency, promote more rational investment decisions and

reduce differences in energy prices for end users.

46. Foreign investment in Norwegian offshore petroleum is governed by a

discretionary licensing system under the Act Pertaining to Petroleum

Activities, which grants the State full ownership of oil resources and

limits foreign participation. Since 1973, State participation has normally

been fixed at minimum 50 per cent. In 1989, the Parliament approved that

State participation may be less than 50 per cent in certain blocks.

47. A restructuring of the domestic steel industry has led to a major

divestment of State ownership in the industry. Further government support

to the industry is not envisaged at this stage. The restructuring,

including factory closures, has reduced the Norwegian production capacity

of crude steel by 50 per cent.

48. The State-owned Norwegian Grain Corporation (Statkorn) was reorganized

during 1990. The aim is to draw a clear distinction between the commercial

activities and the administrative functions of the enterprise and to

prepare the organization for future changes resulting from the Uruguay

Round. The future of the pharmaceuticals monopoly (the Norwegian Medicinal

Depot) and regulations limiting the approval of synonymous drugs on the

Norwegian market have been on the agenda in the ongoing negotiations

between EFTA and the EC concerning the establishment of a European Economic

Area (EEA). A dismantling of the monopoly and the restrictions on drug
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approvals is likely to coincide with the entering into force of the EEA,

tentatively from 1 January 1993.

(4) Trade Policies and Foreign Trading Partners

49. The most imminent task confronting Norwegian trade negotiators is to

conclude an agreement on the creation of the European Economic Area. The

EEA would expand the existing free trade agreement in industrial goods to

include free movement of persons, services and capital and co-operation in

areas which are not included in the single market concept. The free flow

of goods is to be assured through harmonization of standards, elimination

of technical barriers to trade, simplification of border formalities and

rules of origin, wider access to government procurement and elimination of

unfair trade practices and various types of State aid. The EEA does not

include the agricultural sector as a whole, but the EC has presented a list

of 72 products for which it wants improved access to EFTA markets. It is

not clear whether such access would be extended to non-EC suppliers by

Norway. One of the more controversial areas in the negotiations has been

Norway's request for free trade in fish and fish products, which has been

countered by EC demands for further access to Norwegian fish stocks.

50. A key objective in Norwegian trade policy is to accord full duty-free

treatment for developing country imports similar to the coverage of free

trade arrangements with EFTA partners and the EC. An interministerial

committee, including representatives from the farmers' organizations, is

currently reviewing the import regime on agricultural products. Measures

improving access for developing country exporters could come into effect

from 1 January 1992.

51. In January 1986, the Nordic countries signed a declaration on

expanding economic and cultural links with the nine members of the Southern
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African Development Coordination Conference (SADCC). The aim is to foster

short- and long-term development through trade and private and public

investment.

52. The Norwegian Government does not, Nowever, see the EEA negotiations

as a substitute for the negotiations to improve the multilateral trading

system in the GATT. EFTA Heads of Government have underlined that the

efforts at increased European integration are a complement to the global

liberalization process underway in the Uruguay Round. Norway has

participated actively in the Uruguay Round together with the other Nordic

countries. Norway has been particularly interested in reducing existing

trade barriers and expanding the multilateral trade system into new areas

such as services, counterfeit goods and TRIMs. Of particular interest to

Norway is a comprehensive package in the rules area, particularly

subsidies, anti-dumping and safeguards, which it is argued should not be

applied selectively. On textiles, the Norwegian position includes the

gradual elimination of the MFA. Bearing in mind its own objectives, Norway

would like to maintain a high level of protection for agriculture, but

within a context of a strengthened and more disciplined multilateral

trading system.
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I. THE ECONOMIC ENVIRONMENT

(1) Maior Features of the Norwegian Economy

1. With a mainland territory of approximately 324,000 square kilometres,
Norway is one of the larger countries in Europe. It is sparsely
populated, with only 4 1/4 million inhabitants (Table I.1). Most people
live in coastal areas, and in the southern half of the country. Regional
development policies have been in place for decades in order to maintain
economic activity in thinly populated areas and to counter the tendency of
people migrating to the major urban centres.

2. Norway's long coastline - more than 2,650 kilometres - has encouraged
economic orientation towards the sea. Fishing and sea transportation have
been among the pillars of economic activity for centuries. The discovery
of petroleum on the Norwegian continental shelf led to the development of a
major offshore oil industry in the last 25 years. The resulting investment
has provided a major stimulus to domestic manufacturing industries.

3. Norway has substantial energy-intensive industries, notably in metal
processing. The development of such industries began in the early years of
the 20th century, and was based on abundant supplies of hydroelectricity.
Hydro-based domestic electricity generation allows Norway to export most of
its petroleum.

4. With merchandise exports of US$34 billion and imports of nearly
US$27 billion, Norway ranks 24th among the world's exporters and is the
25th largest importer. Its merchandise trade to GDP ratio is 274 per cent.

5. In 1991, Norway is expected to be the world's largest oil exporter
outside OPEC. Fuels account for more than 40 per cent of Norwegian exports
of merchandise. Petroleum reserves are sufficient to cover production of
oil for another 30 years and gas for 100 years based on current depletion
levels.

6. Norway is a substantial exporter of services, mainly of shipping.
The Norwegian merchant fleet is one of the largest in the world. Net
freight income of nearly 18 billion Norwegian kroner (NOK) in 1990 helped
to offset deficits in other services, notably tourism. While the services
account is roughly in balance, large net transfers abroad (interest

1In addition, the Svalbard Treaty of 1920 grants Norway sovereignty over an archipelago
substantially larger than, for example, the territory of Switzerland.
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payments, dividends and development assistance) substantially reduce the
surplus on the current account.

7. The industrialization process, which accelerated in the late 19th
century, gradually transformed Norway from one of the poorest countries in
Europe into a modern industrialized economy. The discovery of offshore oil
in 1966 provided additional wealth. However, the Norwegian economy has
been going through a difficult period of adjustment following the decline
in oil prices in 1986. Recent growth in GDP has accordingly been sluggish,
but with a GDP per capita of US$26,000 (1990), Norway ranks high among OECD
countries. Comparisons using current purchasing power parities reveal that
per capita GDP is higher in the United States and Canada, and only
marginally higher in Switzerland and Iceland.2

(2) Recent Economic Performance

8. The Norwegian economy is strongly dependent on the petroleum sector.
This dependence emerged in the mid-1970s. Until then, Norwegian export
earnings were mainly derived from the traditional trade in resource based
products such as metals, chemical products, paper, paperboard and fish.
The current account was roughly in balance as deficits in merchandise trade
were offset by surpluses on the services account, notably in shipping.

9. The first significant discoveries of petroleum were made in the North
Sea in 1968 and 1969. Field development was, however, a lengthy process.
Oil production started in 1971, but was still at a low level when the major
rise in oil prices occurred in 1973/74. Norway was expected to benefit
from the price rise only when production could increase to a much higher
level, scheduled to be in the late 1970s. However, the 1973/74 oil shock
produced a world-wide recession, which began to affect the Norwegian
economy.

10. The authorities decided to counter the recession in export oriented
industries by stimulating domestic demand. The primary objective was to

maintain full employment without overheating the economy. The stimulus
would be reduced as the world economy recovered. Temporary deficits in
government budgets, to be financed by increased foreign borrowing, would
eventually be repaid by revenue from petroleum. The Government decided not

20ECD (1991), Economic Surveys - Norway, Paris.

3The strategy became known as the "countercyclical' or "bridging" policy.
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to use an active exchange rate policy, but rather sought stability through
participation in the European common margins arrangement.

11. Private demand expanded as a result of significant wage increases.
Energy- and capital-intensive exporting industries were largely able to
absorb the cost increases, but more labour-intensive import-competing
manufacturing sectors struggled. Direct government support was necessary
to maintain employment in shipbuilding and the textiles industry.
Subsidies to agriculture also increased significantly as the Parliament
agreed on a time frame for a major rise in farmers' incomes in late 1975.
Expanding employment in the public sector also increased government
expenditure.

12. The countercyclical policy was successful to the extent that Norway
managed to maintain full employment during a period when unemployment hit
double-digit levels in many European countries. The major cost was a
significant government deficit - rising from less than 1 per cent of GDP in
1973 to nearly 7 per cent in 1977 - and high foreign debt. The deficit on
the current account, which reached NOK 27 billion, or 14 per cent of GDP in
1977, was also a matter of concern.

13. The imbalance in Norway's external trade was too large to be
eliminated by petroleum exports and resumed economic growth in major
trading partners. Economic policies were accordingly adjusted during 1978.
Fiscal policies were tightened. Norway devalued the krone in September
1978 and did not join the European Monetary System. The Government
introduced a fifteen-month freeze of prices and wages. The aim was to
force cost increases more into line with Norway's main trading partners.

14. When the second oil shock arrived in 1979, Norway was already a major
exporter of petroleum. The merchandise trade balance swung into surplus in
1979. The current account moved into surplus one year later. The

4Norway participated in the European common margins arrangement from May 1972 to
December 1978.

5Exporting industries reportedly lost market shares abroad in this period.
Domestically oriented manufacturing industries, disadvantaged by higher costs, were
increasingly exposed to competition from other European countries. Starting in 1974, the
free trade agreement between Norway and the EEC gradually reduced tariffs on manufactures.
Zero tariffs applied to most gods as from mid-1977. Industrial goods from EFTA partners had
entered duty free since 1966.

6Support was also linked to the political objectives of maintaining population in rural
areas. Labour mobility was accordingly low.

7Some of the increase in the foreign debt was a consequence of overseas financing of
investments in the petroleum sector.
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prospects of massive future oil revenues reduced the importance of major
reform in the economy. As the price-freeze was lifted in early 1980,
inflation jumped to an annual rate of 15 per cent. Inflationary pressures
were reinforced as salaries rose to keep real wages constant. During 1981
and 1982, the world recession and less expansive fiscal policies gradually
reduced inflation. Real GDP barely rose in 1982. The number of unemployed
rose, and peaked near 80,000 - 3.9 per cent of the labour force - in early
1.984.

15. The subsequent upturn in the world's major economies coincided with
particularly high construction activity in the North Sea. Real GDP grew by
4 1/2 per cent in 1983 (Table I.2). Strong investment in the private
business sector lifted economic expansion further - to nearly 6 per cent -
in 1984. Decreases in personal taxes helped to restrain increases in
nominal wages.

16. Tncreasing demand for labour, tax cuts and a nearly complete
deregulation of previously tightly controlled credit markets, gave
households wider financial possibilities. The full effect was felt in
1985, as private consumption (in constant prices) jumped by 10 per cent
(Table I.3). The household savings rate turned negative, reflecting heavy
borrowing by individuals. A boom in private consumption en-curaged further
business investment. GDP, excluding the petroleum sector, rose by more
than 6 per cent in 1985.

17. Government revenues were boosted by the high level of domestic
activity and by substantial tax payments from the oil industry. The
budgetary surplus rose to almost 4 per cent of GDP in 1985 (Table I.4).
The current account surplus widened because of expanding sales of oil and
gas. However, as the labour market tightened, cost pressures caused
problems for certain industries, particularly import-competing industries
such as textiles and clothing; wood and metal products; and
shipbuilding.9

8The unemployment rate was close to 5 per cent, if people on labour market programmes
are included.

9The measurement of competitivity is highly complex. Several indicators have been
developed but these may be open to differing interpretations. Norwegian public debates
frequently focus on relative labour costs and output per employee. However. Norwegian
exporting industries are generally not labour intensive. The share of wages in total costs
is reportedly not more than 15 per cent in the fish processing and paper and paperboard
industries. Moreover, despite high average wage levels. Norway may well have a cost
advantage in certain technology-intensive industries since engineering salaries are lower
than in many other developed countries.
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18. Tight monetary policies did not succeed in cooling the economy
sufficiently. High interest rates, a strong external balance and
fluctuations in world currency markets made it difficult to use the
exchange rate to restore competitiveness for Norwegian industries.

19. The oil-price collapse of 1986 hit the Norwegian economy in a period
of severe overheating. The magnitude of the external shock was reflected
in the current account, which swung from a surplus equal to more than
5 per cent of GDP in 1985 to a deficit of 64 per cent in 1986 (Chart I.1).
Intense pressure on the krone forced a 10 per cent devaluation in May 1986.
The immediate effect was intensified inflationary pressures, as economic
activity was close to capacity limits. Monetary policies were tightened
further. The newly formed Labour Government introduced a statutory incomes
policy, reduced the growth in public expenditure, and taxes were raised to
reduce private consumption. However, the consumption-led boom continued
on its own momentum for some time.

20. The Economic expansion began to fade during 1987, but for the year as
a whole GDP grew by 2 per cent (Table I.3). Main contributing factors were
continuing high levels of public consumption and strong foreign demand for
Norwegian non-oil exports. Private consumption declined by 1 per cent and
the total number of hours worked fell slightly. The unemployment rate
remained unchanged - near 2 per cent of the workforce - as a general
reduction in working hours took effect from the beginning of the year.

21. A relatively modest reduction in the current account deficit in 1987
and a widening inflation differential between Norway and its trading
partners led to a further tightening of fiscal policies in 1988. The
economy moved into deep recession. The positive contribution made by
some exporting industries (metals, paper and paperboard, shipping and
petroleum) could not counterbalance the problems in domestically oriented
sectors. Sharp declines in investment and falling household demand
compressed imports. The recession began to affect the labour market in the
second half of 1988. The number of people unemployed or affected by labour
market schemes rose from 47,000 in July 1988 to nearly 120,000 (6 per cent

10The change of Government entailed a shift in economic policy. In opposition, the
Labour Party had argued against reductions in personal taxation made by the Conservative-led
coalition government, while favouring increases in public expenditure. Consequently, the
fiscal tightening implemented by the Labour Government mainly concentrated on tax increases
and shielded government spending as much as possible.

'1Recently revised figures indicate that GDP measured in constant prices declined by
1/2 per cent from 1987 to 1988, the first decline since 1958. Mainland GDP fell by
1.4 per cent, and declined further (by 2 1/2 per cent) in the following year. The main
components were falls in private consumption, but the annual growth in public consumption
(1/2 per cent) was also historically low (Aftenposten, 10 April 1991).
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of the labour force) in February 1989.12 Problems in the banking sector,
which had experienced losses following the 1987 stock market crash, were
aggravated by a record number of bankruptcies, reflected in total bank
losses of NOK 8.5 billion in 1988.13

22. Growth appears to have resumed in the mainland economy in early 1989,
but annual figures for 1989 show a decline because of carry-over effects
from the previous year. Firmer energy prices and a major increase in oil
production, as well as the continued good performance of other
outward-oriented sectors, strengthened Norway's trade balance and returned
the current account to a surplus (Table I.2). Inflation, which began to
fall in 1987, continued on a downward trend. In 1989, Norway's consumer
price inflation fell below the average of its trading partners. However,
the labour market remained weak. Fiscal policies were relaxed, partly
through higher government expenditure on labour market programmes. The
central government budget moved into a deficit for the first time in the
1980s (Table I.4).

23. The expansionary fiscal policy was continued in 1990. Mainland GDP
showed signs of a mild recovery, rising by just over 1 per cent. However,
while public and private consumption rose, gross fixed investment declined
for the year as a whole. Gross fixed investment in mainland Norway fell by
one-quarter between 1987 and 1990. A peacetime decline of similar
magnitude has not been recorded since the early 1930s. Softness persisted
in the labour market. Including persons on labour market support
programmes, the number of unemployed varied between 120,000 and 150,000
during 1990, i.e. 6 to 7 per cent of the workforce.

24. The statutory incomes policy, which reduced real incomes in 1988 and
1989, was terminated in 1990. Contrary to the response to the lifting of
the price and wage freeze a decade earlier, wage settlements have been
moderate, reflecting the situation on the labour market. Low wage
increases have helped to contain consumer price inflation below 4 per cent

12Unemployment would have risen further had there not been a decline in the labour
force between 1988 and 1989 (Central Bureau of Statistics, Economic Survey 1/91, Oslo, p.29).
The labour force may have been reduced by, inter alia, more active use of the social security
system. A recent report indicates that 16.6 per cent of the working-age population in Oslo
has declared illnesses and disabilities which exclude these people from the job market
(Stavanger Aftenblad. 13 May 1991).

13Aftenposten, 19 February 1991.

14The OECD secretariat estimates that the easing of fiscal policy in 1989 and 1990
represents an expansionary swing of 4 per cent, fully reversing the budgetary restraint
during 1986 to 1988. Adjusted for oil-related expenditure and receipts, the central
government budget moved from broad balance in 1987-88 to a deficit equivalent to
7 1/2 per cent of mainland GDP in 1990.
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on an annual basis, appreciably less than the average for Norway's trading
partners.

25. Norway's trade balance and government finances were boosted by the
higher oil prices resulting from the Gulf crisis in the second half of
3.990. The windfall gain did not induce any further expansion of fiscal
policies.

(3) Trade Performance

26. Oil and gas have played an increasingly important part in Norway's
trade performance since North Sea production came on stream in 1971. In
the first half of the 1980s, a growing trade deficit in other products was
more than offset by substantial sales of oil and gas (Chart I.1). Norway's
increasing dependence on oil was exposed as oil prices plunged in 1986, and
the current account swung into a substantial deficit. The balance has
subsequently been restored, aided by firm prices for major manufactured
exports and increased oil production. Curbs on private consumption have
helped to restrain import growth (Table 1.5).

Chart 1.1
Norwegian merchandise exports and imports in
current prices, 1975-90
NOK billion
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(i) Commodity pattern of trade

27. Fuels, mainly crude oil, represent more than 40 per cent of the value
of total exports (Table I.6). The krone export value of petroleum rose by
almost 80 per cent between 1988 and 1989, helped by firmer prices,
particularly for petroleum products, and substantially larger exports of
crude oil. Exports of refined products jumped by 60 per cent in 1990 as
the expansion of a large refinery (Mongstad) was completed in late 1989.

28. Export earnings from natural gas have been halved since the
mid-1980s, despite rising output. Gas is sold on long-term contracts.
Movements in crude oil prices are generally reflected in gas prices, but
with a lag of approximately one year.

29. Metals is the most prominent product category of non-fuel exports.
The Norwegian aluminium industry is among the largest in the world. Other
major exported metals include nickel, zinc, ferro-alloys and iron and
steel. Most metals are exported as staple goods, i.e. profiles, threads,
plates and the like.

30. Chemicals exports include polymers in primary forms; unworked
polyacetals, polyethers, polyamides and silicones; semi-manufactured
plastics and some finished goods. Norway is also a major producer of
fertilisers.

31. Food exports mainly consist of fish (Table AI.l).15 The expanding
fish farming industry has boosted Norway's exports of fish and fish
products. Overseas sales of farmed salmon have risen substantially, but
oversupply, weaker prices and anti-dumping actions or threats thereof in
the United States and the EC are likely to constrain further expansion in
some of the major markets.

32. The wood processing industry exports newsprint and other paper,
chemical wood pulp, kraft paper and paperboard, sulphite wrapping paper,
greaseproof and mechanical wood pulp. Sawn or chipped wood is also
exported. The industry exported goods worth more than NOK 12 billion in
1990.

33. Although Norway's exports are generally characterized by a low degree
of processing, among the most notable processed export items feature
automatic data processing machines, lifting equipment, ships' equipment,

15Disposal of domestic surpluses of dairy products, meat and eggs also bring in some
export revenue.
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telecommunications, agricultural machinery and high-technology niche
products. Export earnings of such products are, however, small relative to
exports of base metals, wood processing or chemical industries, or compared
to Norwegian imports of finished goods.

34. Transportation equipment - ships, aircraft, passenger motor vehicles
and lorries - is the largest import product group (Table I.7). It is
followed by various consumer goods, such as textiles and clothing; durable
consumer goods including furniture; footwear; pharmaceuticals; toys and
sporting equipment. Import growth was particularly strong in textiles and
clothing in 1990.

35. The Norwegian mining industry produces a number of metal ores and
minerals, but much of the processing industry is based on ores that are not
found in Norway. Imports of non ferrous base metal ores totalled more than
US$1 billion in 1989 (Table AI.1). The aluminium industry imported nearly
2 million tonnes of aluminium oxide in 1990.

36. The cool climate excludes or reduces production of many agricultural
products. Grains (in particular wheat), sugar, vegetable oils and tropical
products are major imported food items. Norwegian per capita consumption
of coffee is the second highest in the world.

37. The large shipping sector is reflected both in Norwegian imports and
export statistics. Much of the recorded trade concerns sales and purchases
of secondhand ships, or imports of new ships. Norwegian shipyards are
mainly oriented towards deliveries to the offshore sector or construction
and maintenance of fishing vessels.

(ii) Regional pattern of trade

38. Norway's main trading partners are, and have traditionally been, the
United Kingdom, Sweden, Germany, Denmark and the United States.16 More
recently, France has emerged as an important market for fuels, metals and
fish products (Table AI.2).

39. As a group, the EC accounts for two thirds of Norway's export
earnings and supplies nearly half of total imports (Table I.8).
Transactions with other EFTA members represent roughly 20 per cent of total

16The statistics to some extent exaggerate the trade with the United Kingdom. Crude
oil transported to terminals in the United Kingdom (Teesside and Sullom Voe) and subsequently
sold to other countries is recorded as exports to the United Kingdom. In addition, after
treatment some of the crude oil and gas is shipped to Norway and recorded as imports from the
United Kingdom.
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merchandise trade (Chart I.2). Within EFTA, Norway mainly trades with
Sweden and Finland. The combined share of Austria and Switzerland in total
Norwegian exports is only 1 1/2 per cent. When fuels are excluded, Norway's
trade remains concentrated towards the Northern part of Western Europe.
Norway has a major structural deficit in its trade with Sweden, Denmark and
Finland. The deficit is covered by the export of oil and gas to other
countries. 17

17Crude oil is mainly sold to the United Kingdom, the Netherlands. Sweden, France, the
United States and Germany. Natural gas is transported in pipelines to the national
distributors in the United Kingdom, Germany, France. the Netherlands and Belgium.
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Chart 1.2
Norwegian merchandise imports and exports
1990
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40. Norway's trade with developing countries has shown a rising trend,
with the balance moving in favour of developing countries. However, the
figures are distorted by shipping transactions. A large part of the
Norwegian merchant fleet had already been transferred (i.e. exported) to
the open registries of Liberia, Panama and the Bahamas, before the
Norwegian International Ship Register (NIS) was established in July 1987.
Subsequently, many vessels were imported and included in the new
registry. In 1988, ships accounted for more than NOK 10 billion of the
NOK 21 billion worth of imports from developing countries. When ships are
excluded, Norway is nevertheless a net importer from developing countries.
Major imported items include tropical products, metallic ores and textiles
and clothing.19

41. Trade with countries in Central and Eastern Europe has traditionally
accounted for a very small share of Norwegian trade. Trade might expand in
line with the opening of these markets. There is considerable interest,
particularly in Northern Norway, regarding a revival of pre-1917 trade
links with Russia. However, at present a currency shortage and other
economic problems in the Soviet Union is depressing Norway's trade with
that country.

(4) Outlook

42. The collapse in oil prices in 1986 coincided with an overheated
Norwegian economy. Since then, Norway has gone through a period of painful
economic adjustment. Surpluses have been restored in the merchandise trade
balance and current account. Inflation, a recurring problem since the
countercyclical policy was instituted in the 1970s, has been brought down
and is currently on par with, or well below, that of its closest partners.
Wage settlements in the Spring of 1991 have followed the same pattern of
moderation as in the previous year.

18Trade statistics testify to the success of the new registry. Exports of ships
exceeded imports by some NOK 23 billion in the two and a half years prior to the
establishment of NIS. In the following 30-month period, net imports of ships averaged more
than NOK 1 billion a month. Most of the imports (80 to 90 per cent) were purchases of
second-hand ships.

19Developing countries' exports of various agricultural products are restrained by
Norwegian border protection.

20The ratio of net external debt to GDP increased from 10 per cent in 1985 to
21 per cent at the end of 1989. The large trade surplus in 1990 and the depreciation of the
US dollar reduced the net foreign debt to NOK 88 billion, 13 per cent of GDP. at end-1990
(Central Bureau of Statistics, Economic Survey 1/91, Oslo).
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43. The costs of adjustment have been evident in the labour, financial
and real estate markets. An unemployment rate of 5 per cent, while not
among the higher in the OECD area, is a postwar peak for the Norwegian
economy. In addition, more than 3 per cent of the workforce is engaged on
labour market support programmes (Chart I.3). While some concern has
been raised about the expansionary stance of current fiscal policy, the
labour market is not showing any sign of tightening.

Chart 1.3
Registered unemployed and persons on labour-market
schemes, 1987-91
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44. The financial sector has been reporting heavy losses since late 1987.
Total bank losses of nearly NOK 12 billion in 1990 were higher than in the
previous two years. The authorities have been forced to intervene
actively to assist financial institutions and restore stability in the

21The expected average for 1991 is 60,000 persons on labour market schemes.

22The losses coincide with the introduction of more stringent rules on capital adequacy
requirements. Financial institutions have been subject to the Basle Committee guidelines
since March 1991. Transitional arrangements expire at the end of 1992.
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market. A State Venture Fund has been established to provide venture
capital, as other sources have reduced their risk exposure.

45. Labour productivity indicators for Norwegian industries seem to have
been rising, but much of the improvement, if any there is, could be
ascribed to labour shedding. Signs of restructuring are not very evident
among small and medium-sized enterprises, which comprise the bulk of most
Norwegian industry. Many of these smaller, domestically-oriented
enterprises are not competitive by European standards. Closer economic
integration in Europe will further increase competitive pressures on
domestic industries.

46. Two main objectives of current economic policy are to increase
employment and to reduce Norway's dependence on petroleum revenues. With
continued weakness in domestic demand, the objectives will be in conflict
unless employment is created in exporting and import-competing sectors.

47. The State Petroleum Fund came into being in January 1991. Government
revenue from petroleum activities is channelled into the Fund. The Central
Government's net borrowing requirements and 50 per cent of net government
funding of State Banks are to be covered by transfers from the Fund. In
the short term, the projected size of government deficits indicate that no
money will accumulate in the Fund unless oil prices return to the levels
prevailing during the Gulf crisis. The establishment of the Petroleum Fund
has therefore no immediate effect on government expenditure. However, by
increasing the transparency of the use of petroleum revenue, the Fund might
have a longer-term disciplining effect.

48. Most forecasts for 1991 and 1992 conclude that the Norwegian economy
will continue its modest recovery. Real GDP is expected to grow by around
3 per cent - somewhat less in mainland Norway. Unemployment might fall
slightly in 1992. Consumer price inflation should not increase from
current levels. An upturn in investment in the manufacturing sector should
contribute to a recovery in mainland investment.

23Recent downward revisions in output estimates for 1988 and 1989 turned the reported
gains in labour productivity into productivity losses.

24Recent structural measures to support these objectives include deregulation of
foreign exchange transactions, reductions in transfers to industries, a new Energy Act and a
proposed overhaul of the tax system.
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49. The current account surplus should decline in 1991, but will still be
substantial. Exports of traditional goods may grow more slowly,
reflecting the slowdown in the world economy, but substantial growth is
expected in 1992. Higher production of oil should lift petroleum
exports. Imports, both prices and volumes, are expected to rise faster
than exports.

25
The revised National Budget for 1991 projects a surplus of around NOK 20 billion.

The National Budget assumes an average oil price for 1991 of NOK 126 per barrel.
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II. TRADE POLICY REGIME: FRAMEWORK AND OBJECTIVES

(1) General Framework

50. In the Kingdom of Norway, the 1814 Constitution forms the basis for
all laws enacted by the democratically elected unicameral Parliament
(Storting). Proposals to change the Constitution shall be submitted to
the first, second or third ordinary Storting after a General Election, but
it is left to the first, second and third ordinary Storting after the
following General Election to decide whether or not the proposed amendment
shall be adopted. Parliamentary elections are held every four years, and
the Storting cannot be dissolved. Currently, six political parties are
represented in the Storting.

51. The Parliament may call for advisory, in practice binding, national
referenda. Since independence (1905), such referenda have been held on
five occasions. In the last referendum, in 1972, Norway's accession to the
EEC was rejected by a majority - 53.5 per cent - of the votes cast.

52. When considering matters of law, the Storting is divided into the
Lagting and the Odelsting (Chart II.1). Normally, bills are submitted by
the Government to the Odelsting through one of twelve Standing Committees.
Each of the 165 members of the Storting is assigned to one, and only one,
committee. After thorough examination in the relevant Standing Committee,
bills approved by the Odelsting, and subsequently by the Lagting, are
passed onto the Government for enactment. All legislation is formally
passed into law by the King. The King has extensive formal powers.
However, his principal rôle in Government affairs is that of presiding over
the Cabinet.

1Norway was in a union with Denmark for some 400 years. At the end of the Napoleonic
wars, the major European powers decided that Norway should be transferred to Sweden. The
Norwegians were persuaded to accept a Swedish head of state, but were able to retain their
newly adopted Constitution and a separate Parliament an' Government (appointed by the King).
In 1905. a Norwegian delegation negotiated a withdrawal from the union with Sweden.
Independence was confirmed by a referendum later the same year.



C/RM/S/16A
Page 17

Chart 11.1
The process of formulating and drafting legislation in Norway
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53. The Government may, on important legislative matters, submit white
papers (Stortingsmeldinger) to the Parliament. White papers are first
discussed in the relevant Standing Committees and subsequently in plenary
sessions in the Parliament. This allows the Parliament to formulate
political principles and proposals before the legislative drafting process
begins.

54. Later, when Government proposals are examined in the Standing
Committees in Parliament, conflicting views are also aired as the
Committees comprise members of different political parties. Moreover, the
political parties always ensure that they are represented in those Standing
Committees which examine issues of particular interest to them.

55. Laws vary in their level of detail. Quite frequently, laws give the
administration, usually the relevant Ministry, wide discretion in issuing
implementing regulations. Important regulations are, however, formally
adopted by the full Government and issued in the form of Royal Decrees.

(2) Structure of Trade Policy Formulation

(i) Legislative and Executive branches of Government

56. Since 1884, Governments have been formed on the basis of the
political constellations in the Parliament. No single party has held a
!majority of parliamentary seats since 1961. During the last thirty years,
therefore, Norway has either been ruled by minority Governments drawn from
one or more political parties, or by majority coalition Governments
comprising three or four parties. Currently, Norway is governed by a
Labour Government. The party holds 65 of the 165 seats in the Parliament.

57. The Cabinet presently consists of 19 ministers including the Prime
Minister (Chart II.1). Government decisions are formally taken by the full
Cabinet (Statsråd), chaired by the King, at Friday meetings. Before the
formal decisions are made, interministerial issues will have been discussed
informally and agreed among Ministers.

58. Responsibility for basic trade policy ultimately rests with the
Parliament. Trade policy decisions of major importance, including
z-ccession to international treaties and agreements with other countries,
require the approval of the Storting.

59. The main Ministries responsible for matters related to trade are the
Ministries of Finance, Foreign Affairs, Industry, Agriculture and
Fisheries. On 1 January 1988, the Ministry of Trade and Shipping was
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merged with the Ministry of Foreign Affairs, but the post of Minister of
Trade was retained.2

2Some functions were moved from the Ministry of Trade and Shipping to the
Ministry of Industry.
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60. The main responsibilities of the Minister of Trade and Shipping cover
Norway's general trade and economic relations, including relations with
EFTA, the EC and international organizations such as GATT, OECD and IMF;
export promotion and increased international orientation of domestic
industries; export credit guarantees and Norwegian shipping. The structure
of the Ministry of Foreign Affairs is presented in Chart II.2.

61. A certain overlapping occurs in relation to other Ministries
responsible for formulating and executing general or sectoral policies, as
their policies also include trade issues. The respective rôles of other
Ministries in trade policy formulation and execution are as follows:

(a) The Ministry of Agriculture administers the legal framework for, and
has primary responsibility for formulating, Norway's agricultural
policy, including the level of government support to the sector. In
addition to an extensive import licensing system and State trading
(cereals and alcoholic beverages), agricultural imports are subject
to veterinary, phytosanitary and quality regulations. Imports of
some products can only be effected by authorized importers. The
administration of the import licensing system for all agricultural
products has recently (March 1991) been transferred to a unit within
the Norwegian Grain Corporation.3

(b) A comprehensive legal framework regulates activities in the fisheries
sector. Three major laws cover participation in fisheries, the first
hand sale of fish and fish processing. On the basis of these and
other laws, the Ministry of Fisheries has issued various regulations,
including trade regulations and those concerning the landing of fish
by foreign vessels. The implementation of the regulations is often
entrusted to fishermens' sales organizations and associations. A new
Export Committee, without administrative functions, has recently been
established.

(c) The Minister of Finance has a leading responsibility for formulating
policies relating to customs, direct and indirect taxation and social

3The Ministry of Agriculture has decided to reduce its involvement in individual import
cases and concentrate on the formulation of policy guidelines. The Norwegian Grain
Corporation was chosen to administer the licensing system because of its prior experience in
administering a price compensation scheme for raw materials In processed agricultural
products.
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security.4 The final decisions are, however, taken by the
Parliament.

(d) Research and development policies, including participation in
bilateral and multilateral industrial projects; and policies on
Government procurement fall under the Minister of Industry. The
Ministry also examines certain legal issues in the commercial sector
and the licensing of certain types of foreign investment
(concessions).

62. Many executive functions are carried out by government agencies
associated to the Ministries. In the trade area, the Directorate of
Customs and Excise, reporting to the Ministry of Finance, collects import
duties and various indirect taxes. Two government agencies, the Norwegian
Trade Council and NORTRA, specialize in export promotion activities. The
Norwegian Import Promotion Office for Products from Developing Countries
(NORIMPOD) assists exporters from developing countries wishing to penetrate
the Norwegian market.

63. Competition policy falls under the scope of the Ministry of Labour
and Government Administration. The Price Directorate (Prisdirektoratet) is
the main enforcement authority. The Government establishes annual
guidelines for the general activities of the agency. The guidelines are

approved by the Parliament. The Directorate's traditional role as an
anti-trust agency has gradually been expanded to include aspects of
government deregulation.

64. Most cases are decided by the Directorate. Normally, these decisions
may be appealed to the Ministry of Labour and Government Administration,
but in some specific cases (notification requirements for large enterprises
and agreements regulating competition) appeals are made to the Price

6Council . The Price Council decides cases of refusals to deal and
prohibitions of mergers on the basis of recommendations of the Directorate.

4His main responsibility is to establish the main guidelines of economic policy,
co-ordinating public sector long-term planning and preparing Government long-term programmes.
The Ministry also prepares the annual National Budgets (including revisions) to be adopted by
the Parliament.

51n addition to the formulation of industrial policies, the Ministry of Industry
examines assistance measures to industries, questions related to small and medium sized
enterprises, new industrial projects and tourism. The Ministry supervises State interests in
industrial and mining companies.

6The Price Council consists of seven members, with their deputies, appointed by the
King. The members are normally appointed for a four-year term, and may be reappointed. The
Price Council is a collegial body entrusted with powers similar to those exercised by a court
of law.
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Such decisions may not be appealed. The Price Directorate is assisted by
nine offices of the Price Inspectorate (Statens Pristilsyn) at the local
level. A Committee has been established to make proposals for new
legislation regarding price and competition legislation.

65. The Price Inspectorate also assists the Consumer Ombudsman
(Forbrukerombudet) in enforcing the competition principles established in
the Marketing Control Act. Based on his own initiative or on outside
requests the Consumer Ombudsman may prohibit certain marketing practices.7
Disputes between enterprises and the Ombudsman are referred to the
Market Council.

66. Consumers may bring complaints regarding quality and prices of goods
and services before the Consumer Council, which will seek voluntary
conciliation. Unsettled cases may be passed on to the Complaints
Committee. If no agreement is reached the matter may be referred to the
Consumer Disputes Commission. Commission rulings are legally binding, but
can be challenged in a court of law.

(ii) Advisory bodies

67. No official independent body has been established to advise the
Government on trade policy issues. The Government has, however,
established advisory committees for the major on-going trade negotiations.
The advisory Committee for Tariffs and Trade (the GATT Committee) comprises
representatives of nine government Ministries and agencies and the Central
Bank. The major trade unions, farmers' organizations and industry and
traders' associations are also represented. Consumer organizations are not
directly represented in the committee. Consumer interests would have to be
defended by the Price Directorate or possibly by the trade unions.
Reference groups provide advice to the Norwegian delegations in the
Uruguay Round negotiating groups.

68. Reference groups related to specific issues have also been
established for the negotiations on the European Economic Area. The
composition of the groups is mainly drawn from the entities represented in
the Advisory Committee for European Matters. This committee comprises the
Prime Minister, the Ministers of Foreign Affairs and of Trade and Shipping
as well as representatives of various industries and services, farmers,
fishermen and trade unions. The Government has also established a State

7The Ombudsman is also responsible for supervising labelling regulations on consumer
products.
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Secretary Committee for European Matters, which includes State Secretaries
from the Prime Minister's Office and nine Ministries.

69. In general, policy formulation processes usually involve formal and
informal participation by a wide range of institutions and interest groups.
Before the Government proposes new or amended legislation of any
significance, it may appoint a committee to elaborate a first draft of the
legislation. Such committees normally comprise legal experts, officials
from relevant Ministries, as well as representatives from the private
sector and the trade unions. Consumer groups are generally not represented
in the committees.

70. The committee draft will in most cases be submitted by the relevant
Ministry to a wider range of Ministries and agencies and, in "hearings", to
other public and private organizations and interest groups. The Ministry
subsequently prepares the Government proposal to the Parliament on the
basis of the committee draft and the comments received from the hearings.

71. Trade legislation resulting from Norway's accession to international
agreements would generally not involve committee drafts and hearings. The

Ministry draft proposal would be the first step in the legislative
process.

72. In particularly complex policy areas the Government may appoint
ad hoc commissions (utvalg) by Royal Decree. Within their mandate these
commissions, consisting of members from various groups and organizations
outside the Parliament, will examine all relevant policy aspects and submit
proposals. The Chairman of such an ad hoc commission, although not a
member of Parliament, may be a person who is very familiar with the
political system. Other committee members represent affected producers,
employers, employees and traders. Officials from related ministries are
also included. The general tasks are described in the Royal Decree. The
commission decides how to proceed with the work and whom to consult. Its
report is submitted to the relevant Ministry, published and becomes part
of the basis for subsequent political discussions.

8The agreements resulting from the Tokyo Round were submitted as a proposal from the
Ministry of Trade. It was approved by the Cabinet on 7 December 1979 and later the
Parliament authorized the Government to ratify the agreements.

9Recently, a committee (Alstadheimutvalget) submitted a comprehensive report on
agriculture. The report includes an examination of policy objectives, assistance measures
and their effects and proposals for future reforms in the agricultural sector.
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(iii) Review bodies

7Z. Norway does not have a single, independent body which may undertake a

comprehensive review of government policies. However, the Price
Directorate evaluates, at times on its own initiative, the effects of
government legislation and regulations on competition and efficiency.10
New legislation which may affect competition must be submitted to the
agency for comment. In 1990, the Directorate commented on 40 cases
submitted to it. The Directorate raised 14 cases related to public
regulations on its own initiative.

74. Non-governmental organizations involved in trade policy formulation
occasionally review aspects of trade policy. Among the major
non-governmental organizations are the Confederation of Norwegian Business
and Industries (NHO), which comprises most employers' associations in the
manufacturing sector; the Federation of Norwegian Commercial and Service
Enterprises (HSH); the Norwegian Shipowners' Association; the Norwegian
Bankers' Association; the Norwegian Savings Banks' Association; the
Norwegian Federation of Trade Unions (LO) and other nationwide trade
unions; the Norwegian Fishermen's Association; and two major farmers'
unions - the Norwegian Farmers' Union (Norsk Bondelag) and the Union of
Norwegian Farmers and Smallholders (Norges Bonde- og Smibrukarlag).

75. Agreements concluded between the Government and such organizations
may include issues related to trade. For example, the biannual
Agricultural Agreements between the Government and the two major farmers'
organizations, which generally establish domestic product prices and the
forms and levels of assistance to agriculture, also specify the levels and
type of restrictions to be applied on various imports. The Norwegian
Ministry of Agriculture stresses that the extent and levels of import
restrictions are usually not raised in the annual negotiations. However,
the Government has undertaken not to change import regulations or tariffs
on many products, or enter into treaties which reduce border protection,
without prior consultations or negotiations with the farmers'
organizations. 11

10The agency has, for example, recommended the abolition of various technical
regulations which effectively preclude imports. To increase competition in the margarine
industry the agency has suggested a lowering of the 25 per cent tariff on imported margarine.

l"The annual Agricultural Agreements result from intense negotiations between the
farmers' organizations and the Government, represented by the Ministry of Labour and
Government Administration. The Government delegation also comprises officials from the
Ministry of Agriculture. Finance and Environment (since 1989). A proposal to include the
Ministry of Family and Consumer Affairs, possibly represented by the Consumer Council. in the
government delegation in the 1992 negotiations is reportedly under consideration. Before the

(Footnote Continued)
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(3) Trade Policy Obiectives

(i) General trade policy objectives

76. Norway acceded to the GATT in 1948. It has participated actively in
all negotiating rounds, has accepted all protocols, agreements and
arrangements emerging from successive GATT negotiations and is a signatory
to all the Tokyo Round Codes. Norway participated in the first Agreement
Regarding the International Trade in Textiles, but left the MFA in 1977.
However, it rejoined the MFA in 1983, and currently has 17 MFA Article IV
agreements with textile exporters.

77. Close trade relations within Europe form a cornerstone of Norwegian
trade policies. Norway is a founding member of the European Free Trade
Association (EFTA). The trade agreements concluded between the ECIECSC and
individual EFTA countries established a virtual free trade area in
industrial goods in Western Europe. The negotiations on the creation of a
European Economic Area (EEA) involve further deepening and expansion of
relations between the EC and EFTA.12

78. Domestically, objectives relating to regional development frequently
shape sectoral and general policies. The general trade policy objective of
free trade at times conflicts with considerations of maintaining employment
opportunities in rural areas. Two thirds of Norwegian agricultural
production takes place in less favoured areas. Regional considerations are

important in explaining the large budget transfers to the primary sectors
and extensive border protection accorded to agriculture.

79. Environmental concerns have developed into a major policy area in
Norway. The Government is active in formulating policies linking trade and
environment. A recent objective in Norwegian trade policy is to ensure
that trade policies and environmental policies are mutually supportive.

(Footnote Continued)
1991 talks started, the Government signalled the intention to scale down its support to
agriculture, in particular to grain production. The Smallholders' Union withdrew from the
negotiations at an early stage. The Farmers' Union eventually reached an agreement with the
government delegation but decided to put the result before its members in a ballot without
endorsing the settlement. In response, the Government withdrew its offer and referred the
negotiations to the Parliament. The majority in the Parliament finally decided to increase
net farm support by NOK 675 million (in current kroner). Of this, 54 per cent would be
received in the form of higher product prices, and 44 per cent - NOK 310.5 million - in
increased budget transfers. Adjusted for projected inflation, the budgetary support to
agriculture is expected to decline by 1.5 per cent in real terms.

12The general objectives of the European Economic Area negotiations are described in
the Secretariat report on Sweden.
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80. The Norwegian import regime has been relaxed for imports of textiles
and clothing within the framework of MFA IV. The coverage of the Norwegian
GSP scheme has also been expanded. Norway implemented tariff cuts on
tropical products on 15 July 1989 as a result of the Uruguay Round mid-term
review decision taken in Montreal in 1988.

(ii) Sectoral trade policy objectives

81. Norway maintains a very strict import regime on most agricultural
products grown in the country. To some extent, restrictions have also
applied to other products (e.g. tropical products) that are substitutes for
domestic products. National security (a low level of self-sufficiency in
many important product categories), regional policies and lately also
environmental concerns have been the main arguments used to justify the
restrictive import regime in agriculture7 The Alstadheim Committee,
reviewing agricultural policy objectives, has recently proposed that "food
security" should be the overriding policy objective for the 1990s.15

82. Fish and fish products contribute significantly to Norway's export
earnings, and the sector provides employment in regions with few other
industries. Traditional fishing is suffering from overcapacity in the
fishing fleet and processing industries because of a dramatic decline in
the stocks of many key species. Rapid expansion of fish farming,
particularly of salmon, cannot alleviate the problems in the traditional
fishing industry. Trade policies are mainly concerned with securing and

obtaining access to overseas markets. A positive step in this direction
has been the decision of the EFTA Council (Decision No. 6 of 14 June 1989)
to introduce full liberalization of intra-EFTA trade in fish from
1 July 1990. As a consequence, all government aid to the fishing sector

inconsistent with Article 13 of the EFTA Convention must be eliminated by
31 December 1993.

83. Norway, although a major exporter of oil and gas, is not a member of
OPEC. Contacts with OPEC and its members are maintained on an informal and
irregular basis. To support the price stabilizing efforts of OPEC, Norway

3Current restrictions on tropical products concern only foodstuffs which are subject
to State trading. Imports of tropical products for human consumption are generally
unrestricted.

14A restrictive import regime is also seen as a decisive condition for the attainment
of the agricultural policy objectives.

15Related policy goals include foodstuff preparedness, farmers' incomes, regional
policy. promoting the position of women in farming and environmental and resource protection.
The Committee notes that the likelihood of wars interrupting Norwegian food supply has
diminished. However, world food supplies could become more vulnerable to ecological crises.
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restrained its production of oil between 1986 and 1990. The share of
natural gas in Norwegian petroleum exports will increase gradually.

84. The collapse of oil prices in 1986 drew attention to the state of
other exporting industries. Policies focus on the strengthening of
existing exporting industries and the emergence of new exporters. Various
measures have been introduced to develop export know-how among Norway's
small and medium sized enterprises.

(iii) Obiectives in the Uruguay Round

85. The Nordic countries have been co-ordinating their positions in the
GATT since the 1960s. Since Denmark acceded to the EEC in 1973, the
participating countries in such co-ordination have been Finland, Iceland,
Norway and Sweden.

86. Norway attaches priority to concluding the Uruguay Round
negotiations. For Norway, agreement on a comprehensive package of results
is essential, not only to safeguard the open multilateral trading system,
but also to secure equitable and sustainable development and economic
prosperity for all countries. In terms of the general objectives of the
Round, Norway has been particularly interested in reducing existing trade
barriers, a comprehensive package of results in the GATT rules area and
trade in agricultural products, and expanding the multilateral trade system
into new areas (services, counterfeit goods and TRIMs).

87. More specifically, Norway is seeking tariff reductions in
non-European OECD countries, notably the United States and Japan, and in
the most advanced developing countries.16 Non-tariff measures restricting
trade in agriculture and textiles could be eliminated through bilateral
offer/request negotiations. Bearing in mind its own objectives, Norway
would like to maintain a high level of protection for agriculture, but
within a context of a strengthened and more disciplined multilateral
trading system. In April 1989, while supporting the commitment not to
increase protection and transfers to agriculture, Norway stressed that
agricultural assistance should take account of non-economic factors such as
environmental protection, food security and regional policy.

88. Norway has argued that all types of rule-based measures
(anti-dumping, subsidies, and safeguards) should be consistent with GATT
rules and disciplines, to maintain protection of the interests of small

16These objectives are mentioned in a Government white paper (St.meld.nr. 63 1986/87).
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countries.17 Safeguards should not be applied in a selective manner. The
Norwegian position on textiles includes the gradual elimination of the MFA
restrictions. Norway favours the establishment of multilateral rules on
trade in services, which account for one-third of its total exports of
goods and services. Particular areas of interest to Norway include
shipping, air transport, banking, insurance, telecommunications, tourism
and consultancy services.

89. The negotiations on trade-related aspects of intellectual property
rights (TRIPS) have been of major importance to some Norwegian exporters.
Manufacturers of Norwegian stoves and furniture have encountered
competition from pirated copies in major export markets. The final
agreement must, for Norway, also include a satisfactory solution to the
question of patents in the biotechnology area.

(4) Trade Laws and Regulations

90. Numerous laws form the legal basis for Norway's regulation of foreign
trade. The basic legislation is mostly of a general nature, providing the
legal authority to establish detailed regulations as required. Major
ministerial regulations have been implemented in the form of Royal
Decrees.

91. The General Agreement per se has not been transformed into Norwegian
law. Thus, individuals cannot sue the Norwegian Government for violation
of the GATT. However, relevant GATT provisions have been the basis for
draft laws and amendments to Norwegian legislation. GATT rules would be
regarded as a relevant source of law carrying considerable weight in the
interpretation and application of Norwegian legislation if invoked before a

Norwegian court. Where GATT rules have not been transformed into
Norwegian law, courts would apply the principle of presumption", that is
assume domestic legislation to be in conformity with Norway's international
obligations unless explicit provisions were found to directly contravene a

17Norway is spokesman for the Nordic countries on safeguards.

18In the long-term programme for 1990-1993, the Government expressed the intention to
lift import restrictions on textiles and ready-to-wear garments as current agreements expire
in 1991. Subsequently, Norway has argued that the MFA should be phased out gradually. At
present, Norway does not seem ready to abolish the restraints unilaterally.

19The major laws and regulations are also described in part D.; of the report prepared
by the Norwegian Government.

20GATT rules not transformed into Norwegian law cannot, in principle, be applied
directly by a Norwegian court. However, such rules may be invoked procedurally by any
citizen or legal entity in the course of a lawsuit.
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specific international rule. Norwegian domestic law is generally
interpreted by the courts and in legal theory as being in conformity with,
or at least not in conflict with, Norway's GATT obligations.

92. Customs procedures are laid down in the Customs Law of 10 June 1966.
The annual Customs Tariff, including some conditional duty exemptions, is
adopted by the Parliament. The Ministry of Finance processes other
applications for duty exemption, limited to the budget year. Dumping
investigations are conducted by an Anti-dumping Committee, reporting to the
Ministry of Finance. Decisions to impose a duty can only be made by the
King in Council of State and a report must be submitted to the
Parliament. No anti-dumping or countervailing measures are presently in
force.

93. The import regime in the agricultural sector is largely based on the
provisional ban on imports of 22 June 1934 and Royal Decree of 2 June 1960,
with subsequent amendments. The list of restricted products is reproduced
in the Customs Tariff. Since March 1991, applications for import licences
have been evaluated by the administrative unit of the Norwegian Grain
Corporation. This body also administers the provisions of an Act of 31 May
1974 No. 20, whereby import levies and export restitutions are applied on
processed agricultural products to account for the higher costs of raw
materials incurred by Norwegian processors.

94. Import licensing administered by the Ministry of Foreign Affairs is
based on the provisional prohibition of imports of 13 December 1946 and
Royal Decree of 12 December 1947. Procedures and product coverage are
described in Ministerial import regulations of 1 November 1983 (see
Chapter IV).

95. Permission to import goods which are normally subject to state
trading must be obtained from the relevant import monopolies.23 The legal
basis for the Norwegian Grain Corporation (Statkorn) is the Grain Supply
Act of 22 June 1928 and a law on feed concentrate of 23 February 1951. The
activities of the Wine Monopoly are regulated by laws of 5 April 1927 and
19 June 1931. The Norwegian Medicinal Depot (NMD), which is responsible
for all trade in pharmaceuticals, was established by the Act of

21The rules for drawback are adopted by the Parliament in the introductory notes to the
customs tariff.

22
The procedure is described in detail in Cnapter IV.

23The Norwegian Fishing Equipment Corporation (Norges Fiskeredskapsimport) was
liquidated recently.
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27 February 1953 No.1. The current legal basis for the wholesale monopoly
is a law of 20 June 1964. The Raw Fish Act of 14 December 1951 gives the
fishermen's sales organizations legal monopoly to organize the first hand
sale of fish.

96. Quarantine procedures for imports of live animals are laid down in
regulations of the Ministry of Agriculture of 15 October 1982.
Responsibility for the administration of regulations on foodstuffs is
divided between the Ministries of Agriculture, Fisheries and
Social Affairs. The list of products subject to technical regulations is
long and growing. Major affected products are pharmaceuticals and
narcotics; fertilizers; pesticides; explosives and fireworks; weapons
and ammunition; dangerous substances (asbestos etc.); chemicals, PCB,
poisonous products and aerosol powered products; toys and skateboards;
textiles and footwear; non-electric articles; telecommunications
equipment; motor vehicles; aircraft; ships and related equipment;
measuring instruments; building materials; and precious metals.

97. Trade with South Africa is generally prohibited by Act of
20 March 1987. Mandatory decisions of the United Nations Security Council
can be implemented through a law of 7 June 1968. On this basis,
Governmental regulations of 7 August 1990 banned trade with Iraq and
Kuwait. Sanctions against Kuwait have been lifted.

98. Product-specific export restrictions are mostly based orn a
provisional ban on exports of 13 December 1946, Royal Decree of
12 December 1947 including amendments and Royal Decree of 18 December 1987.
Current export regulations were issued by the Ministry of Foreign Affairs
on 10 January 1989. Supplementary export restrictions are derived from
other acts and regulations. This concerns, for example, exports of ships
(Law of 5 July 1946), arms and ammunition (the Weapons Act of 9 June 1961
and regulations of 26 January 1963) and strategic goods, services and
technology (Act of 18 December 1987 and regulations of 10 January 1989).

99. The legal basis for regulating fish exports is a new Act of
27 April 1990, entering into force on 1 July 1991. The Ministry of
Fisheries has established new export regulations issued by Royal Decree of
22 March 1991.

24Basic legislation is contained in the Food Act of 19 May 1933. Labelling
requirements for prepackaged foods are contained in a delegatory circular from the Ministry
of Social Affairs of 11 November 1983. Labelling of consumer goods is generally enforced by
law of 18 December 1981.
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100. The Marketing Control Act of 16 June 1972 established the Market
Council and the Consumer Ombudsman. These authorities supervise general
marketin 5 practices such as advertising, product presentation and
copying. General rules concerning competition are enforced by the Price
Directorate. Its major legal instrument is the Act of 26 June 1953 on
Control of Prices, Profits and Restraints of Competition.26

101. Common rules on competition within the European Economic Area is an
expected outcome of the current negotiations. Under these rules, it is
assumed that the effects of restrictive business practices will have to be
evaluated in a larger context. More importantly, such arrangements could
preclude the future use of EC anti-dumping regulations against EFTA
exporters.

(5) Trade Agreements

(i) Multilateral agreements

102. Norway is among the founding members of the major international
organizations related to trade. This includes the United Nations and
associated agencies, the Bretton Woods organizations (the World Bank and
the IMF), the GATT and the OECD.

103. Norwegian foreign policy emphasizes North/South cooperation. The
interests of domestic industries and trade have also motivated Norway's
active support for international commodity arrangements. Norway is a
member of the Common Fund for Commodities and individual agreements on

coffee, wheat, cocoa, sugar, natural rubber, jute and tropical timber.27
Norway has also joined the International Study Groups on wool, nickel, lead
and zinc and the International Cotton Advisory Committee. It holds
observer status in the International Olive Oil Council.

25Labelling regulations on consumer goods, issued pursuant to a law of 24 May 1968,
have been supervised by the Consumer Ombudsman since 1984.

26Supplementary provisions concerning resale price maintenance (Royal Decree of
18 October 1957) and horizontal price cooperation (Royal Decree of 1 July 1960) are based on
the 1953 Act. The Act was amended in 1988 to include a paragraph on takeovers. A Royal
Decree of 8 July 1983 contains provisions relating to procedures and time limits for the
processing of merger cases.

27Cnly the International Natural Rubber Agreement (INRA) is operational at the moment.
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(ii) Regional agreements

104. Norway is one of the founding members of the European Free Trade
Association (EFTA). The organization was established in May 1960 to create
a free trade area between the United Kingdom, Denmark, Sweden, Norway,
Portugal, Austria and Switzerland in industrial goods. Tariffs on
intra-EFTA trade in industrial goods were eliminated by 1966. Trade in
agriculture between EFTA countries has generally been excluded from the
free trade arrangements. However, various food preparations are treated as
industrial goods and tariff preferences are accorded to some unprocessed
products. Importantly for Norway, EFTA trade in fish and fish products has
been liberalized since 1 July 1990.

105. Norway negotiated an agreement of accession with the EEC some twenty
years ago. After it was rejected in a national referendum, Norway
concluded free trade agreements with the EEC and ECSC (1973). Trade in
manufactures between the EC and Norway has been duty-free since 1984.2
Trade preferences are accorded on a number of agricultural commodities.

106. The provisions of the Stockholm Convention creating EFTA were
examined in a Report by a GATT Working Party which was adopted by the
Council on 4 June 1960. Following this Report, Contracting Parties
concluded on 18 November 1960 that, inter alia:

'The Contracting Parties feel that there remain some legal and
practical issues which would not be fruitfully discussed further at
this stage. Accordingly, the Contracting Parties do not find it
appropriate to make recommendations to the parties to the Convention
pursuant to paragraph 7 (b) of Article XXIV. 30

The Report of the Working Party on the Norwegian-EC Agreements was adopted
on 28 March 1974. It concluded that, inter alia:

'The Working Party could not reach any unanimous conclusions as to
the compatibility of the Agreement with the provisions of the General

28Finland became an associate member in 1961. Iceland entered in 1970. Three
countrie: subsequently left EFTA and joined the European Communities; the United Kingdom and
Denmark in 1973 and Portugal in 1986. Liechtenstein, having a customs union with
Switzerland, recently became an EFTA member in its own right

291n general, zero tariffs have been applied since 1977 except for some "sensitive"
products. For some years, transitional arrangements affected trade with Spain and Portugal
following their accession to the EC in 1986.

30GATT (1961), Basic Instruments and Selected Documents, Ninth Supplement, pp.70-87 and
pp.20-21.
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Agreement. Thus it felt that it should limit itself to report the
opinions expressed to the competent bodies of the Contracting
Parties." 31

107. Regional cooperation in Western Europe is undergoing rapid and
profound changes subsequent to the EC decision to establish a single
market, the Luxembourg Declaration (1984) and the stated intention to
develop a European Economic Area comprising all 19 members of the EC and
EFTA. The Luxembourg process defined some 25 areas of EC/EFTA cooperation.
Among the major areas are technical barriers to trade, public procurement,
State aids, education, research and development, environment,
transportation, electronic interchange of trade data and gradual
elimination of export restrictions on non-ferrous metal scrap.

108. The most significant development in the process has been the
negotiations leading to the establishment of a European Economic Area
(EEA). EFTA countries have co-ordinated their negotiating positions before
meeting the EC as one group. The negotiations, which began in early
1990, have been conducted in five negotiating groups supervised by a High
Level Steering Group. Group I (goods) mainly concerned work on
harmonization of technical standards. EFTA countries have reserved their
right to maintain stricter product standards for reasons of health, safety
and the environment. Negotiations have not foreseen a common
agricultural policy between the EC and EFTA. However, the EC has presented
a list of some 70 products for which it has demanded free access to EFTA
markets. The list appears not to have caused major problems for Norway.
At the final stage of the negotiations, a major stumbling block has been
that EFTA demands for duty-free access to the EC for fish and fish products
were countered by EC claims for increased catch quotas in EFTA waters,

31GATT (1975), Basic Instruments and Selected Documents, Twenty-first Supplement,
pp.83-94. at

32The Luxembourg process also covers rules of origin, counterfeit goods, simplification
of trade procedures, anti-dumping rules, price compensation on processed agricultural
products, veterinary and phytosanitary regulations, responsibility for product safety,
intellectual property rights, indirect taxation and border trade, removal of personal
effects, financial services, telecommunications, exchange of information on the general
economic situation, company law, consumer protection and the social dimension.

33EFTA is not a customs union and its members have generally maintained separate trade
regimes and trade relations vis-a-vis third countries.

34Provided that the negotiation can be completed without any major delay, the EEA
agreement will enter into force on 1 January 1993.

35Norwegian and EC environmental standards are general-y equivalent. However,
Norwegian technical regulations are more stringent on products such as foodstuffs, chemicals,
motor vehicles, toys and pharmaceuticals.
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mainly affecting Norwegian and Icelandic fish resources.36 Southern
members of the EC have insisted that EFTA access to the single market
should be compensated by payments into a "cohesion fund' to support the
poorer regions in the EC.

109. Discussions in Group II (services and capital) have focused on the
conditions applying to the free movement of capital and integrated services
markets, notably in the financial sectors, telecommunications and
transportation. Norway liberalized foreign exchange transactions in July
1990 and unilaterally linked its currency to the European Currency Unit in
October 1990 (see Chapter III). Further liberalization could include a
dismantling of restrictions on foreign investment in real estate and in
Norwegian enterprises, including limitations on the share of foreign
ownership in financial institutions.

110. The free movement of persons (Group III), resulting in a common
labour market between the EC and EFTA, will require changes in policy and
legislation, for example with respect to social security benefits for
non-residents. Norway appears to accept the principle of free movement of
labour, provided that a safeguard clause can be invoked in a situation of
high regional unemployment.

111. Issues outside the single market, such as consumer protection,
cooperation between small and medium sized enterprises and common research
and development programmes, have been discussed in Group IV. EFTA
countries have stressed the importance of protecting high environmental and
social standards. Companies in EFTA have had access to BC-Net
(Business Corporation Network), an EC data base providing information on
possible partners for smaller enterprises, since March 1991. In the area
of research and development, EFTA countries have expressed an interest in
joining all EC programmes. For Norway, full participation is expected to
involve annual government contributions of around NOK 250 to 300 million.
Some of this amount could constitute a net transfer to the EC.

112. New legal and institutional arrangements (Group V) have been one of
the most difficult issues to tackle in the negotiations. A breakthrough
was reached in May 1991, when the parties agreed to establish an
independent joint court consisting of eight judges, five from the EC Court
of Justice and three from EFTA.

36EFTA members eventually decided that only Norway, Iceland and Sweden would negotiate
with the EC Commission about fish.
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(iii) Bilateral agreements

113. Norway's free trade agreements with the EEC and ECSC have been
supplemented by bilateral agreements in various areas. Formal agreements
facilitating trade include the EC/EFTA convention concerning the Single
Administrative Document for trade in goods (1988), transit procedures
(1988), scientific and technical cooperation (1986), dismantling of export
restrictions on non-ferrous metal scrap (1989) and electronic exchange of
trade data - TEDIS (1989). Bilateral trade agreements in agriculture
include agreements on reciprocal trade in cheeses (currently for 1989-91)
and price compensation for raw materials under Protocol No. 2 (1990). Fish
resources are shared through annual mutual catch quotas (since 1980).
Exchanges of Letters have been the basis for cooperation in areas of
environment; shipping; air, land and coastal transportation; development
assistance and North/South issues; consumer protection; and research
projects. Ministers and government officials also maintain informal
contacts.

114. Norway has concluded bilateral agreements with 16 developing
countries. These are general agreements promoting trade and other forms of
economic cooperation in industrial, maritime or technical/scientific areas.
The agreements do not include any form of preferential arrangements beyond
normal GSP treatment. A sample bilateral agreement is reproduced in
Annex I.

115. Arrangements concerning economic, industrial and technical/scientific
cooperation with four countries in Central and Eastern Europe (the Czech
and Slovak Federal Republic, Hungary, Poland and the Soviet Union) have
been supplemented by agreements on issues such as dual taxation, export
financing and investment protection.

116. An agreement with Yugoslavia (1953) covering trade has been
supplemented by bilateral agreements on payments; economic, industrial and
technical-scientific cooperation; dual taxation; textiles; and export
credits. An agreement on investment protection is being negotiated.
Norwegian economic links with this country are also serviced through the
extensive cooperation between Yugoslavia and EFTA.

(iv) Other agreements or arrangements

117. Plans to establish a common market between the Nordic countries were
shelved in 1970. The Nordic Council is, however, a forum for discussion of
economic and political issues. Joint initiatives are frequently developed
in a Nordic context. In January 1986, the Nordic countries (Denmark,
Finland, Iceland, Norway and Sweden) signed a declaration on expanding
economic and cultural links with the nine members of the Southern African
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Development Coordination Conference (SADCC). The aim is to foster short-
and long-term development through trade and private and public investment.
Aid is also provided for cultural and general development projects.

118. A joint trade advisory group was established in 1989 to examine
practical issues concerning the promotion of exports from SADCC to the
Nordic countries. In Norway, a working group has made recommendations on
how to increase imports from the SADCC region. These countries receive
preferential tariff treatment through Norway's GSP scheme.

(6) Generalized System of Preferences

119. Norway has accorded preferential treatment to imports from developing
countries under the Generalized System of Preferences (GSP) since 1971.
The scheme is reviewed from time to time by the Ministry of Finance.
The coverage of the Norwegian GSP scheme has been extended gradually in
1973, 1976, 1985, 1987 and 1989, and it is currently one of the most
comprehensive among developed countries.

120. The geographical coverage of the GSP scheme was originally limited to
the developing countries participating in the so-called Group of 77 in
UNCTAD. Other developing countries - Yugoslavia, Romania, Israel,
Bulgaria, Hong Kong, Macau, the Republic of Korea and China - were later
added to the scheme. Exports from the Republic of Korea at first enjoyed
preferential treatment for all goods covered by the GSP scheme. However,
subsequent pressure from Norwegian manufacturers led to a reduction in the
product coverage for this exporter.3 For other countries (Bulgaria,
Romania, Hong Kong and Macau), limitations in the product coverage were
established when these countries were included in the GSP Scheme.

121. All imports from least developed countries (LDCs) receive
preferential treatment. Norway's GSP scheme covers all exports of
manufactures (HS Chapters 25-97) from other developing countries with the
exception of items of textiles, clothing and footwear (known as List II).
The industrial goods from Macau, Hong Kong, the Republic of Korea, Bulgaria
and Romania which have been specifically excluded from the scheme are
enumerated in a separate list (List IIa). All products included in the
scheme are admitted duty-free without limitation on quantity. The lists
are reproduced in Annex II.

37Loose covers for motor cars (ex. HS 39.26) were later added to the first list of
Korean exemptions from GSP treatment.
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122. For imports of agricultural products, preferential treatment for
non-LDCs is only accorded to products enumerated as a positive list in the
GSP scheme (List I). The list comprises roughly 50 per cent of all
products falling under HS Chapters 1-24. However, certain sensitive
products in which some developing countries have a major export interest,
such as meat, meat products and dairy products are not included.39

123. Excluding textiles and clothing, developing countries' exports of
manufactures appear to be relatively little constrained by lack of market
access. Problems rather originate in product quality and design, which
often do not meet the exacting demands of Norwegian consumers. The least
developed countries, in particular, have been largely unable to capitalize
on their preferential status compared to other developing countries.
However, it may be noted that imports of mens' shirts from Bangladesh have
been rising rapidly and currently account for 20 per cent of the Norwegian
market.

38Another 25 per cent of the tariff items enter duty free on an m.f.n. basis.

39An inter-ministerial working group ("Arbeidsgruppe importvern" also known as
Kvakkestad utvalget), in which the two farmer's organization also participate, is currently
reviewing the import regime on agricultural products. Part of the group's mandate is to
evaluate to what extent a Norwegian liberalization could benefit producers in developing
countries.

40The utilization rate of the GSP is apparently rather low (about 50 per cent) because
traders in many cases prefer to pay low m.f.n. duties to avoid extra paperwork.
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III. TRADE-RELATED ASPECTS OF THE FOREIGN EXCHANGE REGIME

(1) Exchange Rate Movements and Trade

124. The aim of Norwegian monetary policy is to maintain a stable exchange
rate. With virtually free capital movements this means that interest rates
must ensure balance in the foreign exchange market. Subject to the
constraint this imposes, interest rate policy is kept under constant review
in the light of domestic developments. Minor disturbances in the foreign
exchange market are usually met by interventions. Since the autumn of
1988, the Central Bank (Norges Bank) has allowed only minor deviations from
the desired nominal value of the Norwegian krone. As from 22 October 1990
the krone has been pegged to the European Currency Unit (ECU).1 The value
of the krone may fluctuate by up to 2.25 per cent above or below a
mid-value of NOK 7.9940 per ECU. Thus far, actual fluctuations have been
less than i per cent in relation to the central rate.

125. Previously, the value of the krone was pegged to a basket of
currencies of Norway's fourteen (originally twelve) most important trading
partners. The trade weighted currency basket was introduced in December

1978. The US do.1lar was given added weight (25 per cent) because of its
importance to the oil industry, but its weight was reduced in 1982 when IMF
competitiveness weights replaced the oil trade-based ones. The intended
function of the currency basket was to stabilize the nominal effective
value of the krone.

1Swcden and Finland followed Norway and pegged their currencies to the ECU in the
spring of 1991. The unilateral move implies that Norway has not joined the European Monetary
System (EMS) and does not participate in the Exchange Rate Mechanism (ERM). Norway
cooperated in the so-called snake system after the breakdown of the Bretton Woods fixed rate
regime. Several countries, including Norway, left the snake system in the late 1970s.
Participation in this arrangement effectively pegged the krone to the appreciating Deutsche
mark. High domestic inflation combined with an appreciating currency deepened Norway's trade
deficit in the 1970s. Four devaluations between October 1976 and February 1978 could only
dampen the effects of the rise in the real effective exchange rate.

2The Canadian dollar and the Austrian schilling were added to the currency basket on
2 August 1982. Simultaneously, the currency weights were changed to be based on IMF
competitiveness weights for exporting industries. The new weights effectively reduced the
value of the Norwegian krone by 3.5 per cent. In addition, in September 1982, the krone was
formally devalued by 3 per cent against the basket. A further technical devaluation
(around 2 per cent) of the krone occurred in July 1984, when the basis for computing the
index was changed from an arithmetic to a geometric average. Technically, the ECU-link in
October 1990 implied a return to an arithmetic exchange index, and changes in the weighting
of the index. The weight of the Deutsche mark increased from 17.7 to 30.3 per cent, while
links were severed with the Swedish, Finnish, US, Canadian, Australian, Swiss and Japanese
currencies.
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126. In real terms, the Norwegian currency appears to have appreciated
considerably in the first half of the 1980s, mainly because of substantial
cost pressures in the Norwegian economy, only partly offset by minor
devaluations in 1982 and 1984 (Table III.1). In May 1986, the collapse in
oil prices triggered a 10 per cent devaluation of the krone. The benefits
of the devaluation were eroded in 1987 and 1988, as the inflation
differential widened between Norway and its trading partners.
Subsequently, as the Norwegian economy went into deep recession, a
significant fall in the inflation rate has reduced the real effective
exchange rate index by five percentage points since 1989.

127. There do not appear to be any systematic studies of how exchange rate
movements have influenced Nerway's trade performance. The emergence of a
large petroleum sector would in any case affect Norwegian trade in
traditional goods. However, the real appreciation of the Norwegian krone
since the mid-1970s appears to have exacerbated the decline in foreign
market shares of traditional Norwegian exports. At the same time imports
have risen strongly, although the recent recession has resulted in a
reduction in imports. The movements in Norwegian exports and imports of
manufactures (SITC 5-9) together with real exchange rate changes during the
last decade are illustrated in Chart III.1

3The weighting of the currencies included in the index might have had a considerable
influence on the actual values of the real exchange rate index of the Norwegian krone.
Norway's main trading partners are countries with widely differing inflation levels (Germany.
Sweden). The large fluctuations in the value of the US dollar and the Japanese yen during
the 1980s are also likely to have influenced the index.

4The index value of the currency basket was raised by 12 points, Implying a 12 per cent
devaluation, but as the krone was already close to its lowest acceptable value, the effective
devaluation was about 10 per cent.
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Source: IMF, International Financial Statistics, Central Bureau of
Statistics, Oslo and GATT Secretariat estimates.

128. Surveys indicate that wage costs in Norwegian manufacturing
industries are nearly 25 per cent higher than the average for Norway's
trading partners. Consequently, non-fuel exports are generally intensive
in the use of other inputs, such as capital, energy and technology.
Government efforts to reduce dependence on oil and thus increase non-fuel
exports intensified after the dramatic fall in oil prices in 1986. The
present high levels of unemployment have motivated government efforts
towards strengthening the exposed sectors of the economy.

129. Unit labour costs have risen more slowly in Norway than in most of
its trading partners after 1988 (Chart III.2). A stable nominal exchange
rate has supported the improvement of the international competitiveness of
Norwegian industries. Existing exporters have benefited from this
improvement, but there is little evidence yet that additional resources are
being shifted into exporting industries.
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Chart 111.2
Unit labour costs in Norwegian industries relative
to Norway's trading partners, 1970-90
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Source: OECD, IMF, Central Bureau of Statistics, Oslo and Ministry of
Finance.

130. In this context, a stable nominal exchange rate may appear designed
only to avoid erosion of future competitive gains through appreciation.
However, the recent link to the ECU is a significant move in the direction
of price, wage and monetary discipline. The success of current exchange
rate policies depends on Norway's ability to keep inflation within low
limits.5

(2) Foreign Exchange Allocation

131. The legal basis for foreign exchange controls is the Currency Control
Act of 14 July 1950. In May 1967, Norway accepted the obligations of
Article VIII, Sections 2, 3 and 4 of the Articles of Agreement of the IMF.

5Until now countries participating in the ERM have traditionally been more successful
in combating inflation than some of Norway's other trading partners. A crucial assumption
for the future is that the costs of German unification will not contribute to monetary
instability in the EC.
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132. Foreign exchange regulations in the 1970s reflected the government
objectives of maintaining low interest rates. Demand for credit was
regulated through credit rationing. The domestic credit market was
deregulated in the mid-1980s. A comprehensive set of licensing
requirements was maintained on foreign exchange transactions, based on. the
principle that all transactions not explicitly permitted were prohibited.

133. Foreign borrowing by the private sector was subject to overall limits
until 1988. The regulations were liberalized for exporting and
import-competing sectors, the fish farming industry and all joint-stock
companies with a share capital of at least NOK 500,000 in December 1988. A
ban on non-resident purchases of Norwegian (kroner) bonds, introduced in
November 1984, was lifted in May 1989. From December 1989, non-residents
could obtain licences to issue kroner bonds in Norway. Other
liberalization measures at the time included termination of time limits on
payments for exports and imports, liberalization of forward transactions of
foreign exchange, acquisition of non-quoted shares in low-taxation
countries by residents, foreign currency borrowing by the private sector
and individuals, and financial leasing contracts in foreign currencies.

134. A watershed in Norway's attitude to foreign currency regulations
occurred on 1 July 1990. New regulations permit all kinds of transactions
except those which are specifically prohibited. The main liberalisation
measures undertaken at that time affected foreign direct investments by
Norwegian enterprises and individuals; borrowing abroad or the raising of
foreign currency loans in Norway by private individuals; opening of
accounts with non-resident banks; and forward contracts in foreign
currency. Restrictions on transactions in certificates and limits on
resident purchases of foreign currency bonds were lifted.

135. At the same time, the monitoring of foreign exchange transactions was
tightened. As before, all payments and settlements between residents and
non-residents must be reported to Norges Bank, but there are stricter
sanctions for non-observance of the obligations. Cross-border payments
shall only be made through foreign exchange banks or through authorized
accounts with non-resident banks. A declaration of consent to disclosure
is required to open accounts with non-resident banks. Purchases and sales
of foreign shares must be made through Norwegian stockbrokers.

136. Remaining restrictions include a prohibition on residents contracting
life insurance abroad, and controls on foreign currency loans incurred by
the municipal sector.

137. Control over foreign exchange transactions is also maintained via
limits on the net position of authorised financial institutions - foreign
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exchange banks and so-called exposure-regulated financial institutions -
in various currencies. The aggregate net position in all foreign
currencies must be kept within 20 per cent of the institution's equity and
subordinated loan capital. The maximum net position in one currency is
10 per cent. It is understood that the limitations are based on
considerations of financial soundness.

138. Travellers may carry unlimited amounts of Norwegian and foreign bank
notes and coins to and from Norway. However, amounts exceeding NOK 25,000
must be notified to the Customs authorities on a special form.

139. Residents are free to trade and hold gold in any form. Domestic
transactions of gold bullion and gold coins are subject to value-added tax
(20 per cent). This is effectively a tax on private gold holdings, as
individuals may not reclaim paid VAT if the gold is sold.

(3) Foreign Direct Investment and Trade

(i) Foreign investment in the offshore petroleum sector

140. Norway's policy on foreign investment in offshore petroleum is
applied through a discretionary licensing system. The share of foreign
participation has varied over time, with Norwegian participation currently
dominating the sector. The Act pertaining to Petroleum Activities, grants
the state full ownership and limitations on foreign participation. The
Petroleum Act grants the State full ownership of all petroleum deposits on
the Norwegian continental shelf. Oil companies must apply for exploration
licences, valid for three years, to perform geological and other surveys,
including shallow drilling operations. The Ministry of Petroleum and
Energy has full discretion in its licensing d-=---^ns. However, Known
selection criteria include the technical expertise of a company, its
financial strength, previous record and the exploration plans described in

6its applications.

141. The exploration licence does not authorize regular exploration
drilling. This requires a production licence, awarded for a limited
territory (block) of larger area. In a so-called licensing round, the
Ministry of Petroleum and Energy awards production licences for a certain
number of blocks, based on the applications received from interested

6An important additional consideration is the extent to which the applicant contributes
to strengthening the Norwegian economy, industrial growth and employment. This includes
procurement of Norwegian goods and services and contributions to Norwegian research and
development activities.
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companies. Thirteen licensing rounds have been held since 1965, the latest
in March 1991.

142. A production licence, normally valid for six years but through
extensions for up to forty years, is awarded to a group (usually two to
five) of companies. The Ministry decides the composition of partnerships
in each licence and designates responsibility for the management of
operations to one company (the operator). Since 1973, State participation
- direct ownership or through the State-owned company Statoil - has
normally been fixed at minimum, 50 per cent. The share may subsequently be
increased.7

143. The first licensing rounds were dominated by transnational oil
companies because of the lack of domestic petroleum expertise. The
emergence of Norwegian oil enterprises, in particular Statoil, reduced the
level of foreign assistance. The first block without any foreign
participation, a very promising oil field, was awarded to three Norwegian
companies in 1978. However, exclusively Norwegian owned fields are not
common. Foreign participation, through wholly-owned Norwegian
subsidiaries, is usually 20 to 50 per cent in most blocks.8

144. The share of foreign investment in petroleum transportation is
similar to the ownership structure in the fields connected to the systems.
Pipelines link the offshore fields to terminals in Norway, the United
Kingdom, Germany and, from 1996, Belgium.

(ii) Foreign investment in other sectors

145. Foreign acquisition of real estate and shares in Norwegian
enterprises is regulated by the Industrial Concessions Act of 1917, in
particular Chapters III and V, and the general Concessions Act of 1974. As
a general rule, permission (concession) is required for foreign purchase or
long-term lease of real estate. If a Norwegian enterprise owns (or
similarly leases) property, a foreign investor will need a concession to
acquire more than 20 per cent of the company. The rule applies to smaller
purchases if these raise the total share of foreign ownership in a company

7
When applying for licences. companies may offer increased State participation at a

later stage.

8In the 13th licensing round the share awarded to Norwegian interests was about
66 per cent.
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9to more than one-third of the total number of voting shares. There is no
upper legal limit on the degree of foreign ownership.

146. As a general rule, concessions to foreign companies are granted by
the Ministry of Industry. In some cases, concessions are granted by the
Ministries of Agriculture or Fisheries. Applications are normally
processed within one to three months. In general, the Ministry of Industry
grants concessions liberally. Investment in agriculture and the forestry
sector is only allowed if the buyer settles on and develops the property,
but this rule applies equally to Norwegian citizens. Foreigners may invest
in the fisheries sector, but fishermen must settle in Norway in order to
get access to Norwegian fish resources.

147. The permission for foreigners to own more than one-third of a
Norwegian company often entails the fulfilment of certain conditions.
Typical requirements are that the majority of the Board and its chairman
must be Norwegian citizens; the company must be officially registered as an
independent company in Norway; and the company must not engage in business
activities other than those specified in the concession. The Ministry of
Industry will normally approve an expansion of activities.

148. Foreign banks are banned from operating branches in Norway. However,
ten foreign banks have established wholly-owned subsidiaries since 1984.
Permission may not be granted if the foreign bank's home country denies
Norwegian banks the right of establishment. Except for subsidiaries of
foreign financial institutions, ownership in financial institutions is
generally limited to 10 per cent for each individual investor. This
applies to both domestic and foreign investors. 1 The subsidiaries of two
foreign banks were authorized to merge with Norwegian banks in 1990.12
Norwegian authorities have stated that foreign banks may be allowed to

9Some of the major companies listed on the Oslo Stock Exchange have obtained permission
to have a higher share of automatically permitted foreign ownership. A common practice to
accommodate foreign investors is to issue non-voting B shares.

10Over the past 20 years. applications have been denied in about 20 cases. The
Ministry of Industry has processed more than 1,100 applications since 1985. Foreign
investment was not approved on three occasions. However, in some cases applications are
withdrawn without there being any formal denial.

11The Ministry of Finance may grant exemptions to the ownership restrictions
established in paragraph 2 of the Law on Financial Institutions. An application from Banque
Paribas to maintain a 15 per cent share in a commercial bank was recently denied (Oslobanken,
Annual Report 1990).

12Banque Nationale de Paris Norge merged with Kj~bmandsbanken and Svenska Handelsbanken
Norge with Oslo Handelsbank. The Swedish bank was permitted to take over a second Norwegian
bank (Stavanger Bank) in 1991.
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purchase Norwegian banks, but that the concession policy will aim at
retaining Norwegian ownership of the largest institutions. The authorities
have stated a positive attitude towards letting foreign banks open branches
in Norway, if the deposit insurance coverage is deemed adequate.

149. Data on the stock of foreign investment in Norway is not readily
available. A recent study estimated the foreign direct investment stock in
Norway at US$5.6 billion in 1987. Statistics from the Norwegian Registry
of Securities (Verdipapirsentralen, VPS), which includes shares and bonds
worth some NOK 500 billion, May give some indication of the degree of
foreign presence in Norway. Information for 1989-90 shows that foreigners
held shares representing about 28 per cent of the market value of all
registered shares. The degree of foreign ownership of Norwegian bonds was

much lower, about 5 per cent. However, foreigners increased their bond
holdings by one quarter during the third quarter of 1990.14

150. Sweden appears to be the no n source of foreign investment in Norway.
Enterprises located in the United Kingdom, the United States, France,
Germany, Denmark and the Netherlands are also among the major investors.
The net annual flow of foreign direct investment into Norway has varied
considerably during the 1980s (Table III.2). Investment figures were

negative for 1984, 1985 and 1987 due to large repayments of loans from
petroleum companies to their foreign parents.

151. Norwegian investments abroad were insignificant until the 1960s, when
chemical industries began expanding in South East Asia. Since the
mid-1970s, Norwegian enterprises have gradually increased their presence in
their major markets, mainly in Northern Europe. Large Norwegian companies
have attempted to strengthen positions in industries such as metal
processing, chemicals, fertilizers, cement and explosives. The expansion
has been mostly horizontal. However, two Norwegian petroleum. producers
have also expanded vertically by purchasing processing capacity and petrol
stations in Sweden and Denmark.

13The stock of Norwegian direct investments abroad amounted to US$5.4 billion. See
Jukka Leskelae and Seija Parvaiinen (1990), EFTA Countries Foreign Direct Investments, EFTA
Occasional paper No. 34, Geneva. According to the World Currency Yearbook (1989). total
foreign investment in Norway amounted to US$18.9 billion at the end of 1988. United States'
investment represented US$8 billion, of which direct private investment totalled
US$3 billion.

14Norges Bank (1991). Penger og Kreditt 1991/1. Tables 12 and 15, Oslo.
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152. Over the last few years, Norway and other Nordic countries have
increasingly focused attention on the EC. A recent survey of six major
enterprises showed that their investment in the EC amounted to
NOK 8.5 billion in 1989 and 1990, nearly half as much as their investments
in Norway during the same period. The larger companies invest throughout
the EC. Smaller enterprises tend to use Denmark as a gateway to the Common
Market.

15See J.K. Karlsen (1989), Economic Integration between the Nordic Countries and the
EC- Indications from Data on Direct Foreign Investment, Naeringsokonomisk Institutt, Bergen.

16Aftenposten. 11 May 1991.
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IV. TRADE POLICIES AND PRACTICES BY MEASURE

(1) Overview

153. Norway is a low tariff or no-tariff country for most imports. In
1988, the simple average m.f.n. tariff rate applying to Norwegian imports
was 5.7 per cent. Norway has subsequently implemented reductions in m.f.n
tariffs on tropical products (in July 1989) in response to the Montreal
mid-term review decision of the Uruguay Round. More than 90 per cent of
the tariff lines in the Norwegian customs tariff are fully bound under the
GATT. Little scope exists to increase tariffs, as nearly all rates are
bound at existing levels. However, the widespread use of specific tariffs,
particularly in agriculture, assures that assistance to domestic producers
automatically increases (in ad valorem terms) when import prices fall.

154. Only around 15 per cent of Norwegian imports receive m.f.n.
treatment. Preferential trade arrangements with EFTA partners and the EC
provide duty free access for virtually all manufactured goods and zero
tariffs or tariff reductions on many agricultural products. All imports
covered by Norway's GSP scheme are eligible for duty free treatment. The
scheme includes all exports from the least developed countries and nearly
all industrial goods and many agricultural commodities from other
developing countries. As a result, the average rate of tariffs on
Norwegian imports based on duty collected is not more than 0.75 per cent.

155. Norway's agricultural sector is heavily protected, despite low
tariffs. Quantitative restrictions apply to most commodities which are
produced domestically. The import regime varies in restrictiveness. The
most restricted items are only imported subject to an individual need
assessment. Fixed import quotas have been established for certain meats
and plants. The most common feature of the regime is that import licences
are issued to cover shortfalls between domestic demand and supply. Imports
of seasonal produce, such as fruits and vegetables, are generally
unrestricted when Norwegian output is not available or would not be able to
compete with imported produce.

156. Grain production is protected by a State trading monopoly. The
enterprise is obliged to purchase the Norwegian harvest at officially
determined prices. Pharmaceuticals, wine and spirits are also subject to
State trading for reasons of social and temperance policy.

157. Manufacturing sectors in general receive little protection. The
coverage of the import licensing system administered by the Ministry of
Foreign Affairs is mainly limited to textiles and clothing. Licences are
used to monitor restraint agreements concluded with 17 MFA countries and
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two non-participating countries. The textile regime is currently
undergoing major liberalization. Since 1989, the number of restricted
product categories has been reduced from eight to four for all exporters
except Hong Kong.

158. Excise taxes are levied equally on imported and domestically produced
goods. In certain cases, such as motor vehicles, wine, tobacco and sugar,
high duties fall exclusively or predominantly on imported goods. Indirect
taxation is a major source of government revenue. Income from product
specific excise taxes were nearly twenty five times higher than the total
amount of tariff revenue in 1990.

159. Imports may be restricted by a number of other measures, although the
effect may be difficult to quantify. Norwegian zoosanitary and
phytosanitary regulations are generally based on a "no risk" policy with a
view0to maintain very high standards onanimal andplant health. Many
specific imports of animal or vegetable origin are banned or severely
restricted. Norwegian technical regulations, standards and testing
procedures are generally based on internationally accepted norms and
recommendations. However, it has been observed that the penetration of
foreign products tends to be very low where Norwegian requirements deviate
from those applied in other countries.

160. Regulations governing central government procurement are based on
non-discriminatory and best bid practices. However, the rules may be
revoked in order to promote industrial, employment or regional policy
objectives. Local and regional authorities set their own standards and
tend to favour local suppliers. A recent study nevertheless indicates that
the import content in public procurement in Norway is high compared to
other European countries.

161. Direct export support mostly consists of compensation to producer
associations exporting surplus agricultural production at prices
substantially below administered domestic prices. Overproduction has been
occurring in meat, eggs, dairy products and certain vegetables (see
Chapter V). The support is made available through product funds financed
by contributions from domestic producers, withheld farm subsidies and
government transfers.

162. The agricultural producer associations effectively act as export
cartels since they are responsible for regulating the domestic market.
Fish exports have until recently also been largely cartelized. However,
the fish export regime is under revision because of the recent
liberalization of intra-EFTA trade in fish.
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163. Norwegian exports of capital goods are essentially financed by a
private institution (A/S Eksportfinans). The Government provides export
insurance and guarantees through the Guarantee Institute for Export Credits
(GIEK). The Norwegian Trade Council and the Norwegian Tourist Board have
been established to promote exports of goods and services. Regular
activities of the Trade Council are mainly financed by a levy on exports.
The Government contributes to specific export promotion programmes.

164. Government assistance to primary sectors, manufacturing and services
totalled more than NOK 20 billion in 1990. Much of the aid is motivated by
regional development objectives. Around 60 per cent of the support is
allocated to agriculture. Most of the transfer to agriculture arises from
the implementation of the annual settlements between the Government and two
nationwide farmers' organizations. The Government has operated a similar
arrangement with the Norwegian Fishermen's Association since 1964. Support
to traditional fishing has increased in recent years because of a serious
decline in fish stocks.

165. Support to manufacturing increased substantially during the 1970s as
part of countercyclical policy. Many subsidy schemes were phased out in
the 1980s, but the level of industry support is still high compared to
other EFTA and OECD countries. Adjustment assistance to the shipbuilding
and ship repair industry has been terminated. However, aid is still
available through long-term construction loans for vessels, export credits
and guarantees and support to research and development. Public expenditure
on restructuring and losses in State-owned enterprises has been
substantial. However, the Government has been reducing its direct exposure
in many sectors through privatizations.

166. Concessional financing and risk capital are provided through State
banks and various institutions such as the Regional Development Fund (DU),
the Norwegian Industrial Fund (IF), the Small Business Fund and Norsk Vekst
A/S. The Government finances research and development in primary
industries and contributes to industry research. Some two thirds of public
support to industry research and development is channelled through the
Norwegian Council for Scientific and Industrial Research.

(2) Measures Directly Affecting Imoorts

(i) Registration. documentation

167. Manual customs clearance has been based on the EC/EFTA Single
Administrative Document since 1 January 1988. Provided the documentation
is in order, goods are cleared through customs in less than two hours.
Imports may be stored uncleared for up to three months.



C/RM/S/16A
Page 52

168. The Directorate of Customs and Excise introduced a pilot project on
computerized import clearance in 1988. In this system, importers and
forwarding agents submit import declarations as electronic messages
directly to the Custuoms cumputer system. Paper documentation is only
presented on demand. The aim of the electronic procedure has been to
reduce clearance time to maximum thirty minutes.

169. The new system has apparently resulted in substantial savings.
Customs estimates that it spent 100 man-years less on clearance work
between 1988 and 1991. Traders using the system are said to have reduced
clearance costs by 25 per cent. In early 1991, about 20 per cent of all
import declarations were submitted electronically. The share of paperless
declarations is expected to increase to 80 per cent by 1994-95.

170. All importers of agricultural products must register with the
administrative unit of the Norwegian Grain Corporation. Certain minimum
requirements must be fulfilled to attain importer status for some products
(such as meat and cheese). No general registration requirements apply to
importers of industrial goods. However, any person manufacturing or
importing cosmetic products must notify this to the Directorate of Health.
The notification must contain the name of the manufacturer or importer and
the product category or product name. The products must be notified on a
special form to the Oslo Board of Health. Changes in product category ur
name must also be notified.

(ii) Tariffs

171. The Norwegian Customs Tariff is a three-column tariff containing the
general (m.f.n.) tariff rate and the - generally lower - rates applying to
goods originating in other EFTA countries and in the EC. An additional
column for imports from Spain was removed in 1989. Preferential tariffs on
various agricultural goods from Portugal are specified in footnotes to the
EC column.

172. The Harmonized Commodity Description and Coding System (HS) was
adopted by Norway, replacing the CCCN Nomenclature, on 1 January 1988.
Following the adoption of the Harmonized System, the Norwegian Customs
Tariff has 6233 tariff lines.

173. The conversion to the Harmonized System is said to have reduced the
level of tariff dispersion. The lowest rate of duty was chosen in
80 per cent of the cases where two or more CCCN headings were merged into
one HS heading. Specific tariffs were converted into ad valorem rates on
95 items. There were no major complaints from importers about the
implementation of the HS system.
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(a) Form of tariffs

174. Tariff rates on manufactured goods are typically ad valorem, although
several products are subject to specific rates. For example, specific
rates are applied on cement, peat, essential oils, perfumes and toilet
waters, casein, films, tyres, leather goods, woodboard, cork, paper,
synthetic fibres, umbrellas, glass and glass products, certain articles of
iron, steel and aluminium, locks, audio tapes, lamps and bicycles.

175. By contrast, tariff rates on agricultural products are predominantly
specific. Seasonal tariffs are applied on tomatoes, cauliflowers, lettuce
and chicory, radishes, cucumbers, artichokes, asparagus, sweet peppers,
fresh grapes, apples, pears, apricots, cherries, peaches, nectarines,
plums, and strawberries. The free or low rates apply during the part of
the year when Norwegian produce is not available.

176. The tradition of using specific tariffs dates back to the period of
fixed exchange rates. At that time, it was felt that specific rates gave
more stable protection, particularly where product prices were subject to
large seasonal fluctuations. The maintenance of specific rates in more
recent times appears not to have been the result of any specific policy.1

(b) Average tariff level

177. Norway's original offer in the Tokyo Round would, using the Swiss
formula, have reduced its m.f.n. rates by nearly 40 per cent. However, as
the offer excluded sensitive items such as certain chemicals, textiles and
clothing, footwear, ceramic products, metal goods and electric and
electronic equipment, the offer actually implied a general tariff reduction
of 26.9 per cent. The negotiations resulted in an average reduction in
m.f.n. rates of 28.2 per cent using 1975 trade weights. The reductions
were much higher on trade with overseas industrialized countries than with
State trading or developing countries.

'Specific tariff rates automatically provide increased protection to domestic
production when import prices decline. For any particular product, specific tariffs will
discriminate (in ad valorem terms) against imports from the less expensive sources.
Consumption patterns will accordingly be distorted away from the cheaper alternative towards
the more expensive substitute. On the other hand, domestic producers will, ceteris paribus.
be encouraged to produce less expensive substitutes where the level of import protection is
greatest. Specific tariffs thus tend to distort trade flows and domestic production and
consumption to a greater extent than ad valorem tariffs.

2Norwegian Government Document, St. prp. nr. 25 (1979-80). However, most imports from
developing countries are eligible for duty free entry through Norway's GSP scheme.
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178. Current m.f.n. tariff levels are generally low. In 1988, the simple
average of applied tariff rates was 5.7 per cent; 3.5 per cent weighted by
m.f.n imports. The average tariff rate for industrial products was
5.9 per cent (3.6 per cent weighted). The averages were lower for
agricultural products - 4.1 per cent and 1.6 per cent, respectively.
Nearly 58 per cent of m.f.n. imports enter Norway at m.f.n. rates of
5 per cent or less.

179. Norway reduced tariffs on a number of tropical products on
15 July 1989 in response to the Mid-term Review decision in the
Uruguay Round. The reductions were mostly in the order of
23 to 38 per cent. Tariffs were removed on caraway seeds, saffron, coffee
extracts and interior doors and frames. The smallest tariff cuts
(8.3 per cent) were made on certain plywood products. The liberalization
affected 132 tariff lines. All the new tariffs are bound rates.

180. In the Uruguay Round, Norway has offered a formula approach which
would reduce tariffs by one third (trade weighted) on industrial goods.
The highest tariff rate would be 15 per cent. Norway would also be willing
to consider elimination of low tariffs, e.g. tariffs of 2 per cent or
lower. In agriculture, Norway has indicated a willingness to substitute
variable levies, tariff equivalents (fixed element) with corrective factors
and tariffs for non-tariff measures, provided that existing bound rates
could be raised without offering compensation.

(c) Tariff Range

181. Zero m.f.n. rates apply to 31 per cent of all tariff lines. The
incidence of free tariffs is highest in agriculture (1 per cent of the
tariff lines). Imports of fish and crustaceans are free of duty. Zero
rates also apply to products of animal origin (nearly the whole of
HS Chapter 5), various tropical products (such as coconuts, bananas,
pineapples, lemons, melons, unroasted coffee, tea, cocoa and many spices),
some "off-season" vegetables, oil seeds, cereals and various milling
products.

182. M.f.n. tariffs are zero on 28 per cent of the tariff lines in
industrial goods. Ad valorem m.f.n. rates range mostly between 1 and
8 per cent. However, high tariffs are levied on textiles and clothing
items (17 to 25 per cent), motorcycles (25 per cent) and radio and
television receivers (22 per cent).

183. The highest ad valorem tariff rates (30 per cent) are applied on
certain detergents and a number of processed food items - liquid margarine,
peanut butter, palm hearts, certain yeasts, ice cream, cream substitutes
and emulsified fats. According to calculations provided by the Norwegian
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authorities, some of the highest ad-valorem equivalents of specific tariffs
can be found on certain edible offals (up to 72.7 per cent), eggs other
than hens' eggs (70.6 per cent), mushroom spawn (58.4 per cent), certain
beers (37.7 per cent), potato flakes (28 per cent) and wheat starch
(27.1 per cent).

184. All seasonal tariff rates are specific. The ad valorem equivalents
of the tariff peaks are well below 10 per cent for most items. The highest
variations in seasonal tariff rates can be found on plums
(2.4 to 18.9 per cent), tomatoes (zero or 14.3 per cent) and cherries
(3.4 to 11.7 per cent).

(d) Tariff escalation

185. The Norwegian tariff is relatively uniform. In 1988, the standard
deviation of tariff levels was just under 7 per cent for both agricultural
and industrial goods. The tariff structure in principle provides some
tariff escalation for certain products such as textiles, clothing,
footwear, plastics and processed food. However, much of this protection is
eroded because of the preferential arrangements applying to trade in
manufactures with EC and EFTA countries. In food processing, a price
compensation scheme for raw materials has been established to compensate
the domestic industry for the use of more expensive domestic inputs where
competing final goods enter duty free from the EC and EFTA. Duty exemption
and drawback facilities may apply in other cases where Norwegian
manufacturers face negative tariff escalation.

3The more uniform the tariff structure is, the less domestic production and consumption
patterns will be distorted.

4Although there will then be relatively greater discrimination against non-preferential
sources.
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(e) Tariff bindings

Chart IV.1
M.f.n imports into Norway at bound rates of tariffs, 1988
US$ million, per cent
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Total m.f.n Imports: US$ 3646.8 million

Source: GATT Tariff Study.

186. Nearly 99 per cent of all m.f.n. imports enter Norway under fully
bound rates (Chart IV.1). Some 5,800 tariff lines, representing over
92 per cent of the total, are bound (Chart IV.2). The incidence of
bindings is much lower for agricultural products than for industrial goods
(69 per cent versus 97 per cent). Most of the tariffs are bound at
existing levels. The applied tariff rate is lower than the bound rate on
40 tariff line items only. Norway has accordingly little scope to raise
tariffs.

5However, where specific tariff rates exist, even where bound, the actual level ofprotection will vary inversely with fluctuations in world prices.
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Chart IV.2
Proportion of bound tariff rates in Norway, 1988
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(f) Tariff preferences

187. Only about 15 per cent of Norwegian merchandise imports are subject
to m.f.n. treatment. The free trade agreements with EFTA and EC countries
and the wide coverage of Norway's GSP scheme mean that some three-quarters
of total imports enter Norway duty free under preferential arrangements. A
number of agricultural commodities originating in EC and EFTA are imported
at reduced tariff rates.

188. All tariffs on intra-EFTA trade in industrial goods were eliminated
by 1966. Agricultural products were excluded from the free trade
provisions by virtue of Parts II and III of Annex D to the Stockholm
Convention. However, Article 21 of the Convention has been revised to
permit removal of protective duties on the industrial element in various
processed agricultural products. In these cases, imports from other EFTA
countries receive preferential treatment not less favourable than that
accorded to imports from the European Communities.

189. Norway has concluded bilateral agricultural agreements under
Article 23 of the EFTA Convention with Finland and Sweden. Under the

................... . ...... .........
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Finnish-Norwegian agreement (1974) Norway granted concessions on
agricultural products originating in Finland in return for Finnish
concessions on fish products imported from Norway. The agreement with
Sweden (1980) does not contain any tariff concessions.

190. Article 26 of the Convention originally excluded fish and other
marine products (listed in Annex E) from the free trade provisions.
However, fish and fish products have been covered by the free trade
provisions as from 1 July 1990. Norway granted duty free treatment of
such imports from other EFTA countries already before this date.

191. The free trade agreements between Norway and the EEC and ECSC entered
into force on 1 July 1973. The agreements applied to virtually all
products falling within CCCN Chapters 25-99 (current HS Chapters 25-97).7
Fish and agricultural commodities were excluded from the free trade
arrangements, with the exception of fatty acids and rocessed food products
specified in protocol No. 2 of the agreement. Price compensation
arrangements apply to trade in these products to take account of
differences in the cost of the agricultural products incorporated in the
goods.

192. Tariffs were gradually reduced to zero between 1 January 1974 and
1 July 1977. Certain sensitive items were subject to longer transitional
periods. Norway would grant duty free access to goods listed in Annex E to
Protocol No.1 from 1 January 1980. The removal of tariffs on the most
sensitive items (Annex D) - textiles, clothing, footwear and colour TVs -

was delayed until 1 January 1984.

193. The Norwegian-EC free trade agreements have been amended successively
to take account of the enlargement of the EC. Imports from Spain and
Greece currently receive the same preferential treatment as other imports
from the Community. However, additional preferences apply to certain
imports from Portugal due to its previous membership in EFTA. The applied
duty is 70 per cent of the rate levied on imports from other EC countries
on Portuguese exports which would have entered duty free under the EFTA
convention but fall outside the Norwegian-EC free trade agreement. Imports
from Greenland enter duty free in accordance with an agreement (1984)

6Certain transitional arrangements apply until 31 December 1993. All Government aid
inconsistent with Article 13 of the Convention must be removed before that date.

7Some minor exemptions (albumins, albuminates, natural cork, flax and true hemp) are
listed in an Annex to the agreement.

8The Protocol was updated in 1988 due to the conversion to the Harmonized System
Nomenc ature.
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between Denmark and Norway. The Ministry of Finance may accord duty
exemptions to products from the Faeroe Islands provided that these satisfy
the rules of origin established in the EFTA Convention.

194. The Norwegian GSP scheme grants duty free treatment to all imports
covered by the scheme. All imports from the least developed countries are
free of duty. Industrial products originating in other developing
countries are generallyincluded with the exception of textiles, clothing
and footwear (List II). imports of agricultural products from non-LDCs,
enumerated in List I of the scheme, are also admitted duty free

195. In the EEA negotiations, the EC has demanded that EFTA countries
should grant tariff preferences to about 70 additional agricultural
products. This extension could affect the preferential tariff advantage
which GSP countries currently enjoy on some agricultural products in
Norway.

(g) Tariff concessions

196. Tariff concessions or exemptions are granted on individual tariff
lines or product groups when these are deemed to be of importance to
Norwegian industries, regardless of whether the industries are export
oriented or not.10 The annual duty exemption scheme is decided by the
Parliament and administered by the Ministry of Finance. Machinery and
tools falling under certain tariff headings under HS Chapters 84 and 85 are
subject to concessions until further notice. Other exemptions are decided
on a case-by-case basis.

197. Duty free admission is granted for particular inputs utilized by
certain industries (Table AIV.1). Exemptions are sometimes limited to one
or a few users. As a general rule the tariff which would be collected on
input materials must constitute at least 3 per cent of the ex-works price
of the final product. Concessions may also be refused if relatively
similar materials can be imported duty free under Norway's preferential
trade arrangements.

198. Applications for duty exemption are often denied. Concessions are

valid for one budget year only. They may be withdrawn on short notice.

9Additional exemptions apply to specific products from Macau, the Republic of Korea,
Hong Kong, Bulgaria and Romania (List Ila).

10Norwegian Customs Authorities do not register whether the duty exemption relates to
export related production or not.
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Duty exemption is never admitted if there is sufficient domestic production
of the item.11

199. Duty exemptions apply to imports of aircraft components falling under
the GATT Code on Trade in Civil Aircraft. The product coverage is
specified in an annual circular from the Directorate of Customs and Excise.
The circular also exempts enterprises or subcontractors participating in
the construction programme for F-16 fighter jets from paying duty on
production equipment and on components or parts to be used in the
airplanes. Required documentation is an invoice and a written declaration
from Forsvarets felles materielltjeneste (FFMT) that the specified goods
are only to be used in connection with the F-16 programme.

(h) Rules of origin

200. The general (autonomous) rules of origin were established in the then
Ministry of Trade and Shipping regulations of 1 November 1983. Raw
materials originate in the country where they have been produced, and
processed goods where they have received their present form. In case of
doubt, the Ministry of Foreign Affairs will determine the country of
origin. The Ministry may also decide to apply different rules of origin in
specific cases, but this option has never been used.

201. Detailed rules of origin are laid down in the p eferential trade
arrangements within EFTA (Annex B, Part I to the Stockholm Convention) and
the free trade agreement with the EC (Protocol No. 3,. In general, a
wholly produced criterion applies to basic materials, minerals, waste and
waste products. The basic rule for manufactures is that of
sufficient working or processing, based on a change of tariff headings.
More specific requirements apply to many products listed in the processing
lists to the Convention and the Protocol. Alternatively, rules permitting
maximum percentage shares of third-country materials irrespective of their
tariff classification may be applied to engineering products
(HS Chapters 84 to 91). These provisions, introduced in 1983, were made
permanent in 1986.

11In 1989. customs duty exemptions for the shipbuilding industry amounted to
NOK 35 million, NOK 100 million less than in 1988 (EFTA Secretariat (1990),
Government Aid in EFTA in 1989, Geneva). The decrease will continue as the duty exemption
arrangement was abolished by Parliamentary decision for contracts concluded as from
6 October 1987.

12The regulations do not refer to any specific processing criterion. However, in most
cases processing will be defined as a change of tariff heading in the last country of
processing. Definitions of operations not conferring origin (repacking, sorting, or minor
changes) are set out in the regulation.
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202. Cumulation rules permit the use of input materials originating in EC
and EFTA countries other than the exporting country and Norway according to
the rules mentioned in the foregoing paragraph. The EC is considered as
one country for the purpose of cumulation. The use of materials
originating in non-EC/EFTA countries may be restricted according to the
processing list. In some cases, specific parts have to be of EC or EFTA
origin. Limits are often expressed in per cent of the value of the final
product or the value added in the exporting country.

203. Under Norway's GSP scheme, goods must be wholly produced in the
beneficiary country or have undergone substantial transformation in that
country in accordance with specific processing criteria, i.e. change of
tariff heading or the processing list. Cumulation rules may be applied for
originating imports from beneficiary countries forming regional economic
groupings (such as ASEAN and SADCC). Non-originating components are
allowed up to 15 per cent of the value of the final product for sets of
goods.

(i) Customs valuation

204. Norway ratified the Agreement on Implementation of Article VII of the
General Agreement on Tariffs and Trade (the Customs Valuation Code) on
24 October 1980. The customs authorities have used the commentaries and
opinions adopted by the Technical Committee on Customs Valuation, approved
by the GATT Valuation Committee and the Customs Co-operation Council as
guidelines for decisions in individual cases.

205. A valuation declaration is required when a relationship exists
between the buyer and the seller, the duty is ad valorem and the value of
the imported goods is NOK 15,000 or more. The value used for this purpose
is based on the c.i.f. price of the imported good at the place of
importation. This is normally the transaction value adjusted upwards to
incorporate certain other costs incurred by the buyer but not reflected in
the selling price (Article 1 of the Agreement). Alternative methods are
applied where the transaction value method is unsuitable. The customs
value may, for example, be the transaction value of identical goods sold to
Norway at approximately the same time (Article 2) or the transaction value
of similar goods (Article 3).

206. Importers may challenge customs decisions concerning valuation or
classification in accordance with provisions laid down in the Public
Administrative Act and the Customs Act. If local customs authorities
maintain their decision a complaint may be submitted through the local
customs authority to the Directorate of Customs and Excise. The
Directorate handles about 2,500 such complaints annually.
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207. A disputed decision of the Directorate of Customs and Excise may be
brought to the Ministry of Finance, which will make the final decision.
The Ministry decides about 50 valuation cases annually, most of which are
of a fundamental or principal character. In addition, the Ministiy handles
another 300 complaints resulting from decisions taken by the Directorate
itself.

(iii) Tariff quotas

208. This measure is not generally used in Norway. However, under a
special arrangement with the EC, Norway admits an annual duty-free quota of
10,000 tons of sugar. Additional imports are subject to the general tariff
rate of NOK 0.10 per kg. However, the duty is suspended, for the time
being, for imports for industrial use.

(iv) Variable import levies

209. Norway does not apply an extensive system of variable levies on
agricultural commodities similar to, for example, the EC and Sweden.
However, a price equalization levy applies to imports of meats, eggs and
potatoes to bring the price of imported products up to the Norwegian
domestic level. In 1988, the levy was NOK 53.24 per kg of choice cut beef
and NOK 16.08 per kg for quarter carcasses. Imported pigmeat was levied at
NOK 12.87 per kg, eggs at NOK 11.09 per kg and chicken between NOK 5 and
NOK 17.5 per kg, depending on weight.

210. The Norwegian Grain Corporation administers a scheme whereby import
duties are collected on processed agricultural products subject to free
trade within the EC/EFTA area (Protocol No. 2 items). The objective of the
scheme is to eliminate cost differentials on raw materials used in the
production between Norwegian and imported food products. The level of duty
depends on the content of raw materials in the final product. Affected
products fall within HS Chapters 4, 7, 13, 15, 17-22, 29-30, 35, 38 and 39.
The revenue finances price reductions to Norwegian processors on purchases
of domestic raw materials for specific products.

211. Concentrated feeds can only be imported by the Norwegian Grain
Corporation. The company applies a levy to imported concentrated feeds
equivalent to the difference between the import price and the administered
domestic price. The proceeds are remitted directly to the Treasury. In

130ECD (1990). National policies and agricultural trade, Country Study NORWAY, Paris.
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1990, the monopoly on concentrated feeds recorded a profit of
NOK 741 million.

(v) Other levies and charges

212. A value added tax of 20 per cent is levied on the general consumption
of almost all gocds. The value added tax is the single most important
source of government revenue (Table IV.1)

213. Capital goods are subject to an investment tax of 7 per cent.
However, most manufacturing industries are exempted from the tax. The
Government receives more than NOK 3 billion annually from a tax on the
consumption of electricity. The tax rate is higher for households than for
industry. The State also taxes charter travel and public performances.
A fee is levied on registration of conveyances and other documents.

214. Excise taxes, which are levied equally on imported and domestically
produced goods, are an important source of income to the government. In the
last five years, product specific excise taxes have contributed one-fifth
of total government revenue. Most important are the duties on motor

vehicles15 petroleum products, alcoholic beverages (including beer) and
tobacco. Additional indirect taxes also apply to the consumption of
cosmetics, chocolate, sugar, non-alcoholic beverages, packaging, audio and
video cassettes and batteries.

215. Taxes on share trading and Norwegian residents' purchases of
secondary homes abroad were abolished in 1990. An additional environmental
tax on petroleum products, the carbon dioxide tax, came into effect on
1 January 1991. On petrol the tax amounts to NOK 0.60 per litre.

216. Cheese imports are subject to a levy amounting to NOK 170 per import
licence for cheese for industrial use and NOK 0.36 per kg for other uses.16
The charge is levied to finance the import committee for cheese.

14Energy intensive industries frequently lobby for abolition of the electricity tax,
particularly when their profit margins are squeezed by low product prices. The Parliament
recently decided to reduce the tax rate for heavy users for the first nine months of 1991.

15The taxes on motor vehicles are in practice levied only on imports. However,
production in Norway would be taxed equally. Consumption of wines and spirits falls
predominantly on imported products. Private manufacture of spirits is illegal. To some
extent, the combination of social policies and technical regulations might discourage
consumption of imported wines in favour of domestically produced beer.

16A quota of 400 tonnes of cheese for industrial use, mainly for pizzas, is established
with the EC.
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217. A levy is charged on all imports of plants and plant products subject
to phytosanitary regulations. The charge covers inspection costs. Cut
flowers are subject to a levy of 1.9 per cent of the import value. The
rate is 1.4 per cent for other plants and parts of plants.

(vi) Minimum import prices

218. The Secretariat is not aware of any minimum import prices established
by the Norwegian Government. However, as described above, taxes are levied
on certain agricultural products to equalize the price between imported
products and the more expensive domestically produced goods. Although the
prices for meats and eggs stipulated in the annual Agricultural Agreement
between the Government and the farmers' organizations are target prices,
they give an indication of the price level, inclusive of taxes, to be
applied on imported products.

(vii) Import prohibitions

219. Imports of goods from South Africa are banned (Act of
18

20 March 1987). Dispensations, of limited duration, have only been
granted in a few exceptional cases in which special Norwegian circumstances
have been decisive. Norwegian enterprises need to ascertain that
substitutes of similar quality are not available in reasonable quantities
from any other source. The major exemption concerns imports of manganese
ore by a major metals producer.

220. In accordance with an Act of 7 June 1968 concerning the
implementation of mandatory decisions by the United Nations' Security
Council trade with Iraq and Kuwait was prohibited as from 6 August 1990.
The ban on imports from Kuwait was lifted in March 1991.

221. Norway has ratified the Washington Convention (Convention on
International Trade in Endangered Species of Wild Fauna and Flora; CITES).
Imports of birds on CITES list II require an export permit from the
exporting country as well as an import permit from the Ministry of
Agriculture. Birds on CITES list I require an additional licence from
Direktoratet for naturforvaltning.

222. The Ministry of Agriculture (Regulations of 12 September 1983) has
banned imports of various plants and parts of plants. The prohibitions

17GATT document L/5640/Add.2/Rev.1. 29 September 1989.

18A similar ban against imports from Namibia was terminated in 1990.
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generally concern plants which are host plants to diseases such as the San
Jose scale (Quadraspidiotus perniciosus), Fire Blight (Erwinia amylovora)
and Sharka ("Plum pox virus"), and plants and plant products which have
been infected and infested by specific pests and diseases or other
dangerous plant diseases. Imports are permitted from countries free of
these diseases.

223. The regulations also list plant and plant products which are
prohibited from all countries - elm, strawberry plants, Chrysanthemum,
Gerbera, Berberis and rooted small plants of cucumber, tomato and lettuce.
These plants are considered as important host plants for dangerous pests
and diseases which do not exist in Norway. Plants of conifers, chestnut,
beech, poplar, oak and stone fruit trees and products with bark are only
admitted from other European countries.19

224. Imports of coniferous timber, wood and chips from Canada, China,
Japan and the United States are specifically banned. Norway introduced the
prohibition in 1986 following the discovery of nematodes in a softwood
shipment from the southern United States to Finland in 1984. The United
States accepted the imposition of such bans in Norway, Sweden and Finland
while research was undertaken to evaluate the risk to the forests in the
Nordic countries. The Norwegian ban was modified in September 1990 to
allow kiln-dried softwood products. A research project is currently
underway to determine whether nematode infestation can be prevented through
heat treatment.21

225. The Norwegian authorities will refuse entry of consignments of plants
and plant products which have been dismissed by the phytosanitary
authorities in Denmark, Sweden and Finland. The Nordic countries apply
common regulations which are said to correspond to the recommendations of
the European and Mediterranean Plant Protection Organisation.

19Imports of timber and wood from other countries must be well barked. Chips must be
made from such timber and wood. Each consignment must be accompanied by a health certificate
issued in the exporting country (not more than 15 days prior to dispatch). The Norwegian
Plant Inspection Service must clear each consignment before geeds can be released from
Customs.

20A report from the North American Plant Protection Organization (NAPPO) has concluded
that nematodes pose no threats to Finnish forests. Researchers in Finland, Norway and Sweden
presented an inconclusive risk assessment study in 1990. Further research funding has been
requested.

210ffice of the United States Trade Representative (1991). Foreign Trade Barriers,
Washington D.C.
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226. Regulations of 5 July 1991 (Ministry of Agriculture) ban imports of
mammals and birds, products thereof and other goods which may carry
contagious diseases. For example, for zoosanitary reasons, import permits
are not issued for horses from Spain, Portugal and most countries in Latin
America, Asia, Africa and the Middle East. The interpretation of the
provisions also imply that travellers to Norway may only bring foodstuffs
(meat and meat products, eggs and egg products, cheese and butter, etc.)
that have been purchased in Sweden, Finland or Denmark.

227. With a few minor exceptions, imports of all live mammals and birds
into the territory of Svalbard are prohibited. This also includes animals
from mainland Norway.

228. Imports of pharmaceuticals are strictly controlled. Medicines which
have not received specific clearance to be used in Norway may not be
imported.

(viii) Import licensing

229. In accordance with the temporary ban on imports of 13 December 1946,
the Ministry of Trade was authorized to issue import licenses. Imports of
industrial goods were gradually liberalized in line with Norway's
international commitments. Licensing based on the 1946 ban is currently
administered by the Ministry of Foreign Affairs. The major affected
product groups are clothing, falling within Chapters 61 and 62, and bed
linen (HS Chapter 63.02). 22Import permits are used to administer Norway's
participation in the MFA. other licensed goods are few - whalemeat and
extracts thereof, oils of marine mammals, cleaning cloths and dusters from
certain State-trading countries and some products from Taiwan (footwear and
twine, cordage, rope, cables and knotted netting of such materials). The
full list of products requiring import licenses issued by the Ministry of
Foreign Affairs based on the 1946 ban is reproduced in Table AIV.2.

230. Regulations by the Ministry of Foreign Affairs of 1 November 1983
stipulate that imports of ships require prior licence. The licensing is
non-automatic for ships more than 20 years old, and fishing vessels made of
wood (more than five years old) or steel (older than ten years).

231. The Ministry of Foreign Affairs has delegated the licensing authority
for coffee and extracts, essences and concentrates to a private institution

22The distribution of the MFA quota is administered by the exporting country. Where
quotas apply the import licence is accordingly issued automatically provided that a valid
export licence is presented to the Norwegian customs authorities.
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(Norges Colonialgrossisters Forbund, Importutvalget). This arrangement is
currently suspended as the International Coffee Agreement is inoperative.

232. The licensing authority for various agricultural products was
transferred to the Ministry of Agriculture in the late 1950s. The need to
maintain import restrictions on agricultural goods arose from the
implementation of the Agricultural Agreements between the Government and
the farmers' organizations. However, the 1946 import and export bans were
motivated by balance-of-payments considerations and general reconstruction
objectives. The Royal Decree of 2 June 1960, on which the Ministry of
Agriculture bases current import restrictions, therefore refers to an
earlier, more general, temporary import ban - of 22 June 1934.

233. The goods requiring licences from the Ministry of Agriculture fall
within Chapters 1-21 of the customs tariff (Table AIV.3). Most restricted
(subject to a requirement test" in which purchasers must certify that the
items required cannot be obtained from domestic sources) are imports of
live animals; horses, cattle, pigs, sheep, goats, reindeer and fowls; and
fodder components such as sago, manioc, arrow- and salep roots, gluten and
gluten meal.

234. Seasonal import restrictions apply to certain vegetables, fruits,
berries and cut flowers. Provisions concluded under the free trade
arrangement between the European Communities and Norway specify seasons
during which the Norwegian market must be open for imports of particular
products. For other regulated products, restrictions apply throughout the
year.

235. In principle, free imports are allowed of meat, eggs and various
horticultural products when domestic prices exceed predetermined limits for
two consecutive weeks. The upper price limit is 10 per cent above the
target prices in the Agricultural Agreement for meats, 15 per cent for eggs
and 12 per cent above the targets for horticultural products. In practice,
however, market prices may not be allowed to reach the upper limits. In
its recent country study on Norway's agricultural policies, the OECD
observed that there had been no unlicensed imports of meat and meat
products during the last 15 years. A study on the markets for apples and
tomatoes during 1986 found that import licences for tomatoes were issued
during the period when producer prices were approaching the upper limit.

23OECD (1990). National Policies and agricultural trade, Country Study NORWAY, p.49,
Paris.
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Free imports were accordingly prevented, and have apparently never occurred
during the regulated periods for apples and tomatoes.24

236. Permission to import animals and plants covered by the Washington
Convention (CITES) can only be obtained from the Ministry of the
Environment.

237. Imports of beer, wine, spirits, milling products and animal feeds,
pharmaceuticals are subject to import monopolies (see State Trading below).
Some imports may be effected by others, but such importers need to obtain
specific permission from the monopolies.

238. Norway is a signatory to the GATT Code on Import Licensing.
Licensing requirements are applied on a global basis, with the exception of
a few items from Taiwan and certain State-trading countries.

239. The application for a licence must be accompanied by a proforma
invoice or similar documents. Trade related currency transactions are
subject to regulations issued by the Central Bank.26 Normally, the only
currency requirement will be that payment is effected through an authorized
foreign exchange bank. The validity of the licence or any particular
conditions will be specified in the licence document.

240. Import licences issued by the Ministry of Foreign Affairs are
normally valid for six months. The validity may be extended on request.
Licence applications must be processed within two weeks. Importers
generally obtain licences within two to four days. Licences are issued
free of charge. The reasons for refusing to grant a licence are always
communicated to the applicant. The decision may be appealed to the King in
Council. Licences cannot be transferred to other importers except when
permitted by the Ministry of Foreign Affairs. The licence provisions do
not apply to single consignments valued at less than NOK 2,000.

241. For products regulated by the Ministry of Agriculture licenses are
only issued for specific products with very clear and distinct
characteristics. The validity of a licence depends on the expected length

24Senter for anvendt forskning (1990), Uruguay-runden i GATT: Mulige konsekvenser for
norsk jordbruk og teko-industri, Bergen/Oslo.

25The licensing of MFA products can be waived for imports from the EEC and other EFTA
countries. A valid EC/EFTA certificate of origin presented to the customs authorities will
serve as licence.

26Until 1 January 1984, a licence was also required for the payment for the permitted
imports.
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of the shortfall between domestic demand and supply. Unused individual
quotas may be reallocated. Licences cannot be be transferred between
importers. Goods ordered during a period of unrestricted imports must be
cleared within one week after restrictions have been reintroduced.

242. The licensing procedure normally starts with announcements to the
interested parties - trade associations, Customs, foreign embassies and
others - about the import quotas and other relevant information. Licence
applications are usually submitted immediately after the announcement.
Where import committees have been established, i.e. for meats, cheese and
horticultural products, the Secretariat will check the application and pass
it on to the licensing authority. Applications are normally processed
within a week. Some licences may be subject to a charge, as noted above in
the section covering other levies and charges.

243. Licences are only issued to registered importers. The number of
importers vary according to the product in question (Table IV.2). The
Norwegian Farmers' Meat Marketing Organisation and the Meat Trader's
National Association are the only importers of meat and meat products. In
this case, licences are distributed according to the domestic purchase of
slaughter animals. The sharing out of other quotas is normally based on
previous import performance over the last three years. Since March 1991,
when the processing was transferred to the Norwegian Grain Corporation,
refusals may be appealed to the Ministry of Agriculture. The Ministry's
decision is final.

(ix) Import quotas

244. Annual import quotas have been established for corned beef and
processed meat to promotional fairs (180 tonnes); meat of elk (100 tonnes),
deer (25 tonnes) and other venison (250 tonnes); turkey roll (20 tonnes)
and flower bulbs (1200 tonnes)(Table IV.3). Quotas are allocated upon
application. Unused entitlements may be reallocated during the quota
period. Past import performance is a major selection criterion, but there
is some scope for new importers. Documentation of satisfactory storage
facilities may be required in some cases.

245. Bilateral agreements have been concluded for some agricultural
products. Norway is committed to issue import licences for cheese from the
EC, Sweden and Switzerland. Yearly ceilings amount to 2160, 120 and 14
tonnes, respectively. Norway has an agreement with Iceland to import

27The EC, in return, applies an annual preferential tariff quota on 2,020 tones of
Norwegian cheese.
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600 tonnes of mutton annually. Under the free trade agreement with the EC,
Norway is to grant import licences for potted plants excluding roses (value
NOK 10 million per year); tulips and irises (NOK 1/2 million during May);
and certain cut flowers (NOK 1 million from October through April).

246. The import system for apples and pears was changed as a consequence
of the ruling of the GATT panel (see Chapter VI). By Royal Decree of 29
June 1990 the season during which imports are restricted was cut by two
months for apples and three weeks for pears. The Government established a
minimum import quota of 7,000 tons of apples from 1 May to 31 July, and
1,000 tons from 1 August to 30 November. For pears, the import quota is
minimum 250 tons during the restricted season - 11 August to 30 November.
Simultaneously, the annual domestic production is to be limited to
7,500 tons of dessert apples and 1,500 tons of pears for consumption. The
United States has held further consultations with Norway about apples and
pears. In its view, the new arrangement is not in conformity with the
GATT, and Norway is vulnerable to further challenge.

247. Norway currently has MFA agreements with 17 countries and textile
restraint agreements with two non-participating MFA countries. All
countries face quotas on four product categories - jackets, trousers,
shirts and bed linen. In addition, a quota is applied on imports of
category 4 items (underwear) from Hong Kong (see Table V.8 for details).

(x) Import surveillance

248. import committees appointed by the Ministry of Agriculture act in an
advisory capacity in relation to the import arrangements for agricultural
products. Joint committees have been established for importation of meat,
pork, fat and poultry. In addition, there is an import committee for
cheese and a council for the import of potatoes, vegetables, fruit,
berries, live plants and parts of plants. The committee members are
predominantly producers and traders. Monitoring the balance between
supply and demand on the domestic market, the committees make
recommendations on the levels of imports to be admitted.

249. Norway and the EC exchange price information on cheese exports in
accordance with the cheese agreement between the two parties. The import
committee for cheese administers the quota arrangements on cheese imports
from the EC. It is obliged to keep files of all import licences issued and
to submit import statistics by exporting country and type of cheese to the

280ne representative from the Consumer Council is included in the Import Council for
horticultural products.
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Ministry of Agriculture. The Norwegian authorities particularly wish to
assure that domestic cheese prices are not eroded by imports of subsidized
cheese. The import committee accordingly also reports movements in import
prices.

250. In textiles, only imports of category 5 items (shirts) from
Yugoslavia are subject to formal surveillance. However, the licensing
system for textiles and clothing covers all countries outside of EC and
EFTA. Imports of clothing from non-MFA countries are therefore effectively
monitored.

(xi) State trading

251. Norway has three State-trading monopolies failing under
GATT Article XVIII. Affected products are grains, pharmaceuticals, wine
and spirits. Stated reasons for maintaining these monopolies are national
security, social policy and temperance policy.

252. The Norwegian Grain Corporation (Statkorn) operates on the basis of
the Gra-n Supply Act of 22 June 1928 and a law on feed concentrate of
23 February 1951. It is the sole importer and exporter of grains - wheat,
rye, oats and barley (not destined for breweries) - and milled products
thereof, grain seeds and feed concentrate. The Corporation is obliged to
purchase all domestic production of grains at prices which are fixed in the
Agricultural Agreement. It provides assistance for the construction of
grain drying facilities. A parliamentary decision requires the Corporation
to maintain emergency stocks of grains (between 1.5 and 1.9 million tonnes)
for reasons of national security.

253. Imports are effected purely on the basis of commercial
considerations. In 1990, the Grain Corporation imported 158,900 tonnes of
wheat and 15,700 tonnes of rye, mainly from Sweden, Canada, the United
States and Saudi Arabia. Domestic production covered 40 per cent of
Norwegian human consumption of grains. Imports of feedstuffs amounted to
425,000 tonnes, almost 40 per cent of domestic needs. Company accounts
showed an operating loss of NOK 295 million for 1990. The loss can be
ascribed to the purchase of a record Norwegian harvest at prices
substantially above world market prices.

29Private trade may take place if authorized by the Grain Corporation. The monopoly on
feed concentrate includes fish meal and fish oils, but is not extended to these products when
they are to be used by the aquaculture industry.

30Total stocks amounted to 1.903 million tonnes at the end of 1990 (Statkorn,
Annual Report 1990).
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254. The outcome of the Uruguay Round is ex-cted to influence the
operations of the Grain Co-poration. The enterprise was reorganized during
1990 partly to prepare for changes in the external environment.

255. The Wine Monopoly (Vinmonopolet) was established in 1922.31 The
activities of the Wine monopoly are regulated by laws of 5 April 1927 and
19 June 1931. The enterprise is the sole importer and retailer of wine and
spirits. Retail sales are effected from 106 outlets. Imports and
wholesale of foreign beer also fall under the Wine Monopoly. Other
monopoly rights cover the production, distribution and exports of
Norwegian-made spirits and the production and distribution of ethanol and
isopropanol for technical and medical purposes.

256. Purchases are adjusted in accordance with annual plars, based on
sales estimates for the following year. The obvious aim is to balance
supply and demand. Purchasing regulations have been established by the
monopoly's Board of Directors and approved by the Ministry of Health and
Social Affairs. Suppliers may deal directly with the monopoly or through a
Norwegian agent. All trade is effected on a commercial basis.

257. Domestic wine production is insignificant as the climate is too cold
to grow grapes. More than 50 per cent of wine, some-what less in the case
of spirits, is imported in bulk and bottled in Norway. In 1989, the Wine
Monopoly imported wine, spirits and other alcohol worth NOK 370 million.
EC exporters supplied 85 per cent of Norwegian imports. Wine mainly
originated in France, Germany, Italy, Spain and Portugal. Main suppliers
of spirits were the United States, Finland and the United Kingdom.
Purchasing practices are said to be non-discriminatory and based on the
choice of Norwegian consumers. The market share of Norwegian spirits was
around 30 per cent. In volume terms, imports of wine and spirits were
nearly ten times higher than the recorded domestic production.

258. The Wine Monopoly exported 723,000 litres of spirits to the value of
NOK 20 million in 1989. The major export item is Linie Aquavit destined

31Backed by a referendum, consumption of wine and spirits was banned from 1919 to 1926.
However, some Mediterranean countries linked purchases of Norwegian fish to their sale of
alcoholic products. Most of the alcohol purchased by the Wine monopoly during the
prohibition era did not reach the Norwegian market until after, in some cases well after, the
lifting of the prohibition.

32Monopoly price lists contain around 500 different wines, 200 brands of spirits and 57
fortified wines. By decree, any individual may place personal orders with the Monopoly for
unlisted wines from specific producers. In general, the same system is applied to spirits.
Limited amounts of private imports are allowed. However, the Monopoly must verify that
bottle content and labelling is in accordance with Norwegian law. Standard excise taxes
apply to all imports.
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mainly for Germany. Aquavit is made entirely from distillates of locally
grown potatoes.33

259. Imported beer accounts for a very small share of Norwegian beer
consumption. In 1989, the monopoly purchased 300,000 litres worth
NOK 2 million from Sweden, Germany, France, the United Kingdom and Ireland.

260. High excise taxes substantially raise the retail value of alconolic
beverages. Wine Monopoly purchases totalled NOK 500 million in 1989, while
gross sales revenue amounted to NOK 5.6 billion. Of this, government taxes
(including value-added tax) represented NOK 4.3 billion.

261. Ongoing multilateral and bilateral trade negotiations are not
expected to affect the Wine Monopoly, as it is maintained for reasons of
social policy. However, the import monopoly on beer may be found to
contradict the principles of the agreement on the European Economic Area.

262. The Norwegian Medicinal Depot (NMD) was established in 1954, and has
been in operation since 1957. It has a monopoly on import, experts and
wholesale distribution of pharmaceutical products. Stated objectives are
to ensure sufficient supply of pharmaceuticals at all times, to rationalize
the wholesale trade and to stabilize prices to consumers. Prices for drugs
and related substances are fixed by the Norwegian Medicines Control
Authority (SLK). The NMD may pay the transport of medicines from
pharmacies to the patients. Sales prices to pharmacies are uniform,
irrespective of the size of the order or the delivery distance. NMD resale
prices are based on costs and a certain mark-up. 35he same mark-up is
applied to imported and domestically produced goods.

263. NMD is the sole importer of narcotics. Norwegian manufacturers of
pharmaceutical products and drugs must apply to NMD to obtain permission to
import raw materials.

264. In 1989, NMD imported pharmaceuticals worth NOK 1.9 billion, while
purchases from domestic manufacturers amounted to NOK 470 million. Exports
by NMD were modest (NOK 2 1/2 million). In principle, NMD is the only

33The Wine Monopoly recently indicated that it would switch to alcohol made from
foreign grains. However, after several discussions, the Monopoly concluded a new supply
contract with Norwegian potato growers.

34NMD was established by the Act of 27 February 1953 No. 1. The legal basis for the
wholesale monopoly is a law of 20 June 1964.

350n average, the wholesale margin amounted to 6 per cent of the retail value in 1990.
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exporter of pharmaceutical preparations. However, Norwegian manufacturers
may export their own products, having obtained the consent of NMD.

265. The pharmaceuticals monopoly is on the agenda in the negotiations
with the EC concerning the European Economic Area. Its monopoly rights are
likely to disappear as from January 1993. However, competing wholesalers
will have to supply all pharmaceuticals a proved for the Norwegian market
at uniform prices throughout the country.3

266. The Norwegian Fishing Equipment Corporation (Norges Fiskeredskaps-
import) was liquidated during 1989. The company had an import monopoly on
fishing equipment and materials used for the manufacture of such equipment.
In 1988, the company imported 3,100 tonnes of fishing nets, yarns and
twines worth NCK 111 million.37

267. Some private monopolies exist in the fisheries sector. The Raw Fish
Act of 14 December 1951 gives the fishermen's sales organizations a legal
monopoly to organize the first hand sale of fish. Norsildmel, established
in 1963, apparently operate a monopoly on herring oil and herring meal
without a formal legal basis.38

(xii) Import cartels

268. Domestic cartels, including import cartels, are monitored through the
laws and provisions on competition. Details on such cartels must be
notified to the Price Directorate before the cartel can operate legally in
Norway. Registration provisions regarding foreign cartels include their
Norwegian representatives and members. The competition agency is not aware
of any import cartel receiving support from the Norwegian Government.

269. Foreign suppliers of brand name products often confer exclusive
importing rights to their Norwegian subsidiary or representative in Norway.
Such arrangements prevail in the distribution of various non-durable
consumer goods, fashion clothing, electric articles, watches, cosmetics,
photographic supplies and equipment, pharmaceuticals and motor vehicles.
Phonograms, videograms and books are imported under similar conditions.
Selective distribution channels are quite common for many durable brand
name products.

36Dagens Naeringsliv, 30 May 1991.

37GATT document L/6446/Add.4. 1 August 1989.

38Fr. Fr. Gundersen and U. Bernitz (1977), Norsk og international markedsrett, Bergen
and Stockholm.
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270. Horizontal and vertical price arrangements, including the issuing of
binding or guiding resale prices, are generally prohibited (Provisions of
1 July 1960 concerning Horizontal Price Cooperation). Exemptions mainly
relate to exports or sales or deliveries from producers or producer
associations in the primary sectors. Agreements concerning joint efforts
in specific projects in other sectors may also be accepted. The Price
Directorate may grant individual exemptions if price cooperation is assumed
to lead to lower prices, better products or desired rationalization. A
large number of applications have been accepted from distribution chains in
retailing and services. These groupings are considered to improve
competition in the particular markets.

(xiii) Countertrade

271. The Norwegian authorities consider countertrade to be contrary to the
general principles of free trade, and as a general rule do not enter into
or encourage such practices. However, Norwegian enterprises may receive
practical support if they enter into such arrangements on a commercial
basis. Deals generally concern trade with State-trading countries and
developing countries with balance-of-payments problems.

272. The Norwegian Ministry of Defence has concluded offset agreements
with foreign suppliers in connection with ma jor defence procurement
programmes. These form an inter ral part of government-to-government
cooperation on defence matters. Standard elements in compensation
agreements often include the compensation obligation as a percentage of
procurement value, product coverage, the priority of deliveries, indication
of eligible firms and the establishment of lasting commercial relationships
between the Norwegian defence industry and foreign enterprises.

273. Norway concluded offset contracts worth some NOK 14 1/2 billion
between 1982 and 1990. The value of compensation obligations towards
Norwegian industries amounted to nearly NOK 10 billion. Realized
obligations amounted to NOK 6 1/2 billion during the period.

274. In 1975, the United States, Belgium, Denmark, the Netherlands and
Norway signed an agreement to jointly develop and produce the
F-16 fighter jet. The agreement guaranteed the European partners
industrial participation equivalent to at least 58 per cent of each
country's purchase. The target has been reached for all the participating
countries.

39Norway has signed Memoranda of Understanding with Sweden, the United States, Germany,
France, the United Kingdom, Italy, Spain, Canada and Australia.
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(xiv) Technical regulations and standards

(a) Sanitary and phytosanitary regulations

275. Norwegian zoosanitary standards are very strict. The authorities
appear to be applying a "no risk" policy in order to preserve very high
standards on animal health. Major animal diseases, such as rabies and foot
and mouth disease, are non-existent in Norway. Quarantine procedures are
based on the regulations of 15 October 1982 (see import prohibitions).
Dogs and cats imported from rabies-infected countries are required to spend
four months in quarantine and a further two months in isolation. The
quarantine fee for a dog exceeds NOK 10,000 (US$1,800). Horses arriving
from non-Nordic European countries and North America must spend 14 days in
quarantine in Oslo.

276. Each consignment of imported meat must be accompanied by an export
certificate. Products which are of animal origin or contain ingredients of
animal origin require an import permit issued by the veterinary department
of the Ministry of Agriculture. A permit is not required for fully
sterilized canned products. However, every consignment of such products
must be accompanied by a sterilization certificate issued by the veterinary
authorities of the exporting country.41

277. Food products must be tested by the Norwegian food control
authorities at the point of entry into Norway. A sample of the product
must therefore be submitted to the authorities, which will assess the
composition of the product, the content of food additives, the labelling
and other matters. Responsibility for the implementation of the
regulations is split between the Ministries of Agriculture, Fisheries and
Social Affairs. Tests are performed by four institutions.

278. Norwegian phytosanitary standards are also very strict. Imports of
various plants and plant products are banned (see Import prohibitions
above). All consignments of plants, including fruits and vegetables, must
be accompanied by a phytosanitary certificate issued by the plant

40Pets from rabies-free countries must be held in isolation for thirty days upon
arrival in Norway. Further requirements might be specified in the import permit. In April
1989. the Norwegian authorities considered only Australia, Iceland. Ireland, New Zealand,
Norway, Sweden and the United Kingdom to be free of rabies. An agreement between the Swedish
and the Norwegian veterinary authorities allows dogs and cats to cross the borders without an
import permit. However, the animal must be accompanied by a valid veterinary certificate.

41The certificate must give detail about the sterilization process. Products must be
heated at minimum 120 degrees Celsius for at least thirty minutes.
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inspection authorities of the exporting country. Two copies of the
certificate must be received by the Norwegian Plant Inspection Service
before the arrival of the consignment. The certificate must be in
accordance with FAO standards. A phytosanitary certificate is not required
for raspberries, strawberries, redcurrants, blackcurrants, gooseberries,
aubergines, celery, cauliflower, broccoli, sweet fennel, chicory, lettuce,
melons and tomatoes between 1 October and 15 April.

(b) Standards, testing and certification

279. In general, Norwegian regulations and standards are equivalent to
standards applied elsewhere as a result of Norway's participation #
standardization work at the Nordic, EFTA, European or global level. 2

Norway is a member of the GATT Agreement on Technical Barriers to Trade.
The issuing authorities were responsible for observing the notification

requirements undertheTBT Agreement until 1 November 1990. Since then,
all draft regulations have been submitted to the Ministry of Foreign
Affairs. The Ministry then decides which regulations to notify under the
Agreement.

280. Authorities issuing technical regulations must also observe
Article 12 bis and Annex H of the EFTA Convention. EFTA countries have
exchanged information on new technical regulations since 1964. Member
States have been given two months to comment on new regulations. In
June 1988, EC and EFTA countries agreed to inform each other about all
draft technical regulations.4 EFTA procedures were subsequently amended.
The coverage of the notification requirement was extended to agricultural
and fish products. The deadline for providing comments was extended to
three months. Consultations may be held. A country having strong
objections to a new regulation may demand that its implementation is
postponed by six months. However, a safeguard clause permits immediate
implementation of regulations for reasons of health, safety and the
environment.

42Complete lists of products subject to technical regulations and standards are not
available. However, an indicative list of products and the regulating authorities is
presented in Table AIV.4.

43The procedure for the exchange of information was agreed at the EFTA/EC Ministerial
meeting on 19 December 1989. The agreement has been effective since 1 July 1990. The EC
Commission will not submit draft EC regulations to EFTA before the drafts have been formally
submitted to the EC Council. The agreement also covers regulations issued by regional bodies
in EFTA countries.
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281. Harmonization of technical regulations and standards has been an
important part of the work to establish the European Economic Area.44
However, in the negotiations EFTA countries have stressed the possibility
of maintaining stricter regulations and standards for reasons of health,
safety and the environment.

282. A Norwegian inter-Ministerial working party has concluded that
environmental regulations are largely equivalent in the EC and Norway.
However, Norway applies stricter standards in some areas, for example with
respect to the labelling and classification of chemicals, registration of
carcinogenic substances, exhaust emission standards for automobiles and the
use of asbestos.

283. The Government has encouraged institutions issuing regulations to
take account of work carried out in organizations such as the WHO, Codex
Alimentarius, ISO and IEC. Norwegian regulations are said to generally
correspond to internationally agreed :ules, recommendations and standards.
However, where regulations deviate they may act in many cases as technical
barriers to trade.

284. For example, the Price Directorate has noted that new Norwegian
regulations on fertilizers, which would limit the acceptable content of
cadmium to 100 mg per kg of phosphate from 1 January 1991 to be further
reduced to 50 mg from 1 January 1996, would be stricter than in most other
European countries. The sole Norwegian producer, which has more than
90 per cent of the domestic market for fertilizer, can easily meet the new
standards. However, foreign producers may not be able to satisfy the new
requirements on short notice and would most likely have severe difficulties
in passing the 1996 standard. The matter was still pending in the Ministry
of Agriculture in January l991.4

285. The Price Directorate has also argued that Norwegian beer regulations
are a major factor in explaining the low market share of foreign beers in
Norway. Strict requirements are applied concerning beer brewing
(Purity Laws), bottle size and labelling. The regulations, which partly

44Around 6,000 standards are introduced each year in the EC/EFTA area according to EFTA
estimates.

45The Ministry of Agriculture has informed the Secretariat that the cadmium issue was
raised in the EEA negotiations, but as no agreement was reached on a common limit, countries
would develop their own standards. The Norwegian regulation, with a maximum limit of 100 mg
of cadmium per kg of phosphate, is to be sent out for international comments. Other
countries are said to favour stricter limits. The Norwegian proposal will not contain any
reference to the application of lower limits after 1996.
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date back to 1912, deviate from similar regulations in other Nordic
countries and in the EC. In addition, beer imports face problems with
recognition in the Norwegian deposit system for bottles and cans and excise
taxes on non-recyclable items.

286. The "need' requirement in the Law on pharmaceutical products limits
the number of synonymous drugs admitted on the Norwegian market. While the
requirement may facilitate consumers' choice, it also limits the entry of
new and less expensive pharmaceuticals. The Price Directorate has
therefore proposed that less expensive drugs should be admitted provided
that the quality is certified by the Norwegian Medicines Control Authority.
This concer s especially medicines which are only partly refunded by the
Government. The need" requirement is expected to be abolished by
1 January 1993, the date of entry into force of the EEA agreement.

287. Many Norwegian standards are based on international standards
developed by ISO, IEC or the International Consultative Committee for
Telephones and Telegraph (CCITT). Important are also the European
Standards (EN) developed by the European Committee for Standardization
(CEN) and the European Committee for Electro-technical Standardization
(CENELEC). Norway also participates in the European Telecommunications
Standards Institute (ETSI). Norway is obliged to implement European
Standards as national standards within six months after they have been
established. Most international standards can be adopted without major
problems. However, Norway recently voted against a European Standard
concerning requirements for chemical sets for children (EN 71:4).

288. Harmonization to EC Directives is often achieved through EC/EFTA
sectoral agreements concerning specific product groups. Informal
discussions regarding a sectoral agreement on electrical equipment began in
July 1989. The agreement entered into force recently. A sectoral
agreement on machinery has involved the establishment of 25 technical
committees including around 100 working groups. The work is expected to
lead to the development of some 150 common standards on machinery.

289. Norwegian standards are prepared and adopted by two private
institutions - the Norwegian Standards Association (NSA) and the Norwegian

46Prescriptions which require the patients to carry part of the cost are commonly known
as 'blue prescriptions".

47CEN and CENELEC are private non-profit associations registered under Belgian law.



C/RM/S/16A
Page 80

Electrotechnical Committee (NEC). Norwegian producers also develop
standards among themselves. For example, a cooperation agreement between
two major cable manufacturers includes provisions regarding standardization
of output. Teknologibedriftenes Landsforening, an association of 462
enterprises in the iron- and metallic goods industries, issues
documentation containing standardized conditions, commensurate to
international standards regarding delivery and assembly of machines and
other mechanised equipment.

290. Norwegian standards apply equally to imported and domestically
produced goods. The technical regulations may require testing in certain
cases. The agency19 issuing the regulation is in principle in charge of
official testing. Specific requirements apply, for example, to new
pesticides which must be approved by the Pesticide Board of the Ministry of
Agriculture. Private business arrangements may also include private
testing.

291. An EFTA agreement on Mutual Recognition of Tests and Proof of
Conformity entered into force on 1 October 1990. Acceptance of product
tests performed in EC countries may follow from the EEA agreement. EC and
EFTA countries already participate in several international conventions and
schemes whereby national authorities may recognize tests and inspections
performed in other participating countries. Norway participates in
arrangements such as the Pressure Vessels Scheme, the Gas Appliances
Scheme, the Agricultural Machines and Tractors Scheme, the Liquid Fuel
Heating Equipment Scheme, the Lifting Appliances Scheme, the Ships
Equipment Scheme and the Pharmaceutical Evaluation Reports Scheme.

292. Since 1991, Norwegian acceptance of the EC Low Voltage Directive
implies that electrical equipment certified in other participating
countries are admitted without further testing in Norway. The State
institution previously having a monopoly on the testing of such equipment -

NEMKO - has gone through a major restructuring. It was transformed into a

48The NSA functions as GATT Enquiry Point for technical regulations and standards. It
also embraces the Norwegian Council for Building Standardization and the Norwegian
Engineering Industries Standardization Centre.

49The United States Trade Representative has argued that the testing procedures
followed by the Norwegian Telecommunications Regulatory Authority are slow, costly and
adversely affect companies wishing to offer new products. The agency must approve all
telecommunication devices used in Norway, including equipment which does not use public
networks or airways. The definition of terminal equipment has been expanded to include any
equipment attached to audio, data, video and other networks. The new regulations are said to
have hurt US exports. According to OECD Secretariat estimates for 1983 to 1988, the cost per
application for type approval in Norway was nearly US$14,000, significantly more than in any
other OECD country.
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self-owned association in November 1990. The institution increasingly
issues approvals for products to be used outside of Norway. The number of
certifications for foreign markets increased from 130 in 1989 to around 600
in 1990.50

(c) Marking, labelling and packaging

293. The Nordic countries have established common guidelines with respect
to the labelling of pharmaceutical products. The labelling shall include
product name, dosage form and strength, pack size, statement of contents
(formula), name of manufacturer, batch number and expiry date. If
required, storage instructions and other information necessary to ensure
correct use of the product must be provided. Warnings intended to prevent
injury must appear on the label.

294. Labelling of most other products destined for human consumption,
including food and beverages, is covered by the "General regulations on the
labelling etc. of prepackaged foods". These provisions set detailed
requirements with respect to the labelling of a product's name, its
ingredients, quantity, shelf life and mode of storage, place of manufacture
and nutritional content. Accepted labelling languages are Norwegian,
Swedish, Danish or English. All additives must be declared with a class
name and E-number or specific name. The country of manufacture must be
indicated on imported goods. The importer is responsible for the labelling
being correct.

295. Pursuant to the Act of 18 December 1981 relating to labelling of
consumer goods, the Norwegian authorities have issued four regulations.
These relate to textile care labelling (how a soiled product may be cleaned
while maintaining its original characteristics), information on fibre
content and the marking of country of origin on leather goods, certain made
up textile products and clothing. Footwear must be marked with country
of origin and registered trade mark in Norway - or name of manufacturer,
wholesaler, importer or retailer. A label must indicate in Norwegian,
Danish, Swedish, English or German whether the uppers are made of hide

50The major Norwegian exporter of certification services is A.S. Norske Veritas - one
of the world's major certifiers of ships and other marine equipment.

51These are called Nordic guidelines for labelling of proprietary medicinal products'.

52The regulations were issued by the Directorate of Health in 1986 in pursuance of
paragraph 1 of the Food Act (1933) and Royal Decree (1983) and delegatory circular from the
Ministry of Social Affairs of 11 November 1983.

53The country of origin is defined as 'the country in which the latest transformation
decisive to the product's final form has taken place".
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(leather) or of synthetic material or a combination of the two. The
Ministry of Family and Consumer Affairs is considering abolition of the
requirement to indicate country of origin on footwear, textiles and
clothing.

296. Cosmetics sold to the public must be packaged and labelled in
accordance with Norwegian regulations on marking, labelling and packaging
of cosmetic products. The label must state the name of the product, net
weight or net volume, product category, shelf life and, if possible, batch
number or other production reference. The text must be written in English
or one of the Scandinavian languages. Warning labelling and Directions for
Use are obligatory if the product contains certain dangerous substances.
Cosmetics which do not satisfy the Norwegian standards with respect to
content and labelling cannot be manufactured, imported or marketed in
Norway.

297. Norwegian general food regulations requires that packaging materials
shall protect foods against contamination and damage. No substance which
may be a hazard to health or make the food unsuitable for human consumption
must enter the food from the packaging material. Lacking detailed
regulations on food packaging materials, the Norwegian authorities have
stated that materials complying with German (BGA), Dutch (Warenwet) or
United States' (FDA) regulations fulfil the Norwegian general requirements.

298. A working group established by the Ministry of Agriculture recently
proposed revisions to laws and regulations regarding margarine products.
Detailed colouring, marking and packaging regulations were originally
introduced to protect the dairy industry from competition from margarine,
but eventually mainly benefited domestic producers of fats. The
Margarine Act and related regulations were abolished on 1 July 1991. New
regulations, which are to define margarine in accordance with international
standards (Codex Alimentarius), are currently being developed. The
regulations are likely to be based on the Act on quality control of
agricultural products.

299. Consumer protection in general is established in the Act No. 47 of
16 June 1972 on Control of Marketing and Conditions of Agreement. The Act
covers, for example, misleading marking, labelling and packaging practices.

(xv) Government procurement

300. In 1987, total public procurement in Norway amounted to about
NOK 110 billion, representing nearly 10 per cent of total demand for goods
and services. Public procurement included purchases by the central
government (NOK 50 billion), regional and local authorities (NOK 10 billion
and NOK 50 billion respectively). Public procurement in 1988 totalled some
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13 billion Special Drawing Rights (SDR). Procurement by the central
government amounted to 6 billion SDR, of which 1.3 billion SDR was related
to defence.

301. Norway is a signatory to the GATT Agreement on Government
Procurement. It took effect on 1 January 1981. The 19 entities covered by
the GATT Code purchased goods and services worth NOK 3.4 billion in 1987.
Thus, government procurement covered by the GATT Code represents not more
than 3 per cent of total public procurement in Norway. Statistics for
1989, including only procurement above the threshold level of 130,000 SDR,
show that the entities covered by the Code awarded about 60 per cent of the
contracts (55 per cent by value) to foreign suppliers.

302. Procurement decisions have generally been decentralized to the
procuring entity. T'c Government has not established procurement
committees. However, decisions of agencies and utilities may frequently be
made in consultation with the supervising Ministry.

303. Central Government procurement of goods and services is regulated by
the Ordinance for Central Government Procurement (OCGP), adopted by Royal
Decree on 17 March 1978 (and amended in 1987). The Ordinance states that
the GATT Code applies in addition to the OCGP for purchases covered by the
Code. The OCGP applies to central government utilities, but not to
State-owned enterprises which operate on a general commercial basis.58

304. Local and regional authorities are not covered by the Ordinance.
However, the Norwegian Association of Local Authorities (KS) has developed
procurement guidelines which are similar to central government regulations.

One SDR equals approximately NOK 8,90.

55The actual coverage of the Code is less since it only applies to contracts valued at
more than 130,000 SDR. Procurement above the threshold value amounted to NOK 1.1 billion for
the 19 entities in 1987.

56This low coverage ratio also reflects the limited scope of the GATT Code. The amount
of total public procurement in Norway (NOK 110 billion) includes all purchases of goods and
services. The GAiT Code covers only certain central government purchases of goods.
Statistics on central government procurement corresponding to the coverage of the GATT Code
do not exist in Norway.

57Norway has used its derogation to the Code (Annex I. note 2) once. The case
concerned procurement of movable passenger piers at Fornebu Airport (Oslo) by the National
Civil Administration in 1986.

58The Supreme Audit Institution of Norway (Riksrevisjonen) has observed that government
entities do not always follow the provisions of the OCGP.
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Most local authorities (municipalities) and about half the regional bodies
(counties) apply the guidelines on a voluntary basis.

305. Tendering procedures, as outlined in the OCGP, may be open, selective
or negotiated. Open procedures are to be followed when advertising is
necessary. In selective procedures, not requiring advertising, national
and foreign suppliers are invited to participate in the tendering process.
Negotiated tenders may be applied in particular circumstances (such as
non-comparable offers, insufficient competition, or non-standardized
technical specifications). In principle, negotiations are to be held with
several suppliers and the choice to be based on the best offer. Direct
purchase may be applied to procurements less than NOK 150,000. Procurement
practices are said to be non-discriminatory with respect to foreign and
domestic suppliers. However, public utilities in the electricity supplying
sector apparently apply a 10 per cent preferential margin on bids from
domestic suppliers.

306. The Ministry of Industry may decide that tendering should be
restricted if the procurement is of particular importance to attaining
industrial policy objectives, provided that the limitations of competition
do not run59 counter to Norway's international obligations (OCGP
paragraph 5). Likewise, the Ministry may select another offer than the
lowest bid if this is considered to be in accordance with broad public
interests (paragraph 17). The Ministry has described the derogations from
the general principles in *Policy guidelines on procurement"
(Innkjopspolitiske retningslinjer). Based on principles and views
expressed by the Parliament, government procurement may be used to
consciously promote industrial, employment or regional objectives. In
such cases, procurement decisions will be taken by the central political
authorities and not by the purchasing entity itself.

307. Complaints about formal faults in a tendering procedure may be
brought before the procuring entity, the authorities governing the entity,
the Ministry of Industry (procurement covered by the OCGP) or the Ombudsman

59The possibility given in paragraph 5 is rarely used, according to the Ministry of
Industry.

60For example, the Ministry of Industry has established an information group for the
construction of facilities for the Winter Olympic Games in Lillehammer (1994). In this
connection, collusive tendering has been considered a way of involving small and medium sized
enterprises in the construction activities. The Price Directorate, which has general
authority to exempt enterprises from the ban on collusive tendering, has argued for normal
tendering procedures to be followed in this case.
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of Civil Affairs. The case may also be taken to court in order to obtain
damages from the entity responsible for awarding the contract.

308. Public procurement practices have to some extent been raised in
Nordic fora and in EFTA (Article 14 of the Convention and the 1966 Lisbon
Agreement on the interpretation of this article). A study of local and
regional procurement practices in Denmark, Finland, Norway and Sweden was
presented to the Nordic Ministerial Council in 1990. The survey, which
covered 10 entities in Norway found, inter alia, that 95 per cent of the
contracts were awarded to local suppliers. The remaining contracts were
awarded to other Norwegian enterprises. 61

309. The Luxembourg Declaration (1984) included public procurement as an
area of EC/EFTA integration. Joint expert groups examining the issues were
established in 1985. No major developments occurred in the following three
years except that EFTA countries joined the EC database (TED). However, as
the discussions subsequently intensified the Norwegian Ministry of Industry
decided to contract a consultancy report to evaluate the consequences of
Norway adopting EC directives on public procurement.

310. The report estimates that the EC directives would cover annual
purchases of NOK 60 billion out of total procurement of NOK 170 billion.63
Most sectors would not be affected significantly by the harmonization. New
rules could have a major impact on NOK 30 billion of annual supplies to the
offshore sector, where Norwegian enterprises currently enjoy favourable
national treatment.

311. The study estimated the share of direct imports in public procurement
in Norway at around 24 per cent. The share increased to 35 per cent if
imported inputs to domestic suppliers were included. The Norwegian import
propensity in public procurement is apparently much higher than in many EC
countries. However, the ECON report suggests that application of EC

61The Ministry of Industry notes that a local enterprise may cf course be supplying
imported goods.

62ECON, Senter for Okonomisk analyse (1989). Konsekvenser ved norsk tilpasning til EFs
direktiver for offentige innkJop, Oslo.

63The consultants include public procurement and supplies to the offshore sector
(NOK 60 billion annually).

64However, the report argues that with equal application of the directives in the UK
sector of the North Sea Norwegian industries would gain more from higher exports than they
would lose in their home market.
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directives could result in yearly savings of some NOK 3 to 5 billion in
public expenditure on goods and services.

(xvi) Local content requirements

312. Products must have a minimum content of Norwegian components for
exporters who wish to benefit from export insurance and guarantee schemes
(see Section 3(v)).

(xvii) Anti-dumping and countervailing duty actions

313. Norwegian anti-dumping regulations are based on the GATT rules.65
The interpretation of dumping in accordance with Norwegian legislation is
reproduced in paragraph 3 in the introductory note to the annual edition of
the Customs Tariff. The Ministry of Finance is the investigating
authority. The actual investigation is carried out by the
Anti-dumping Committee, established by the Ministry of Finance in 1957.67
The Committee comprises representatives from the Ministries of Finance,
Foreign Affairs and Industry, the Price Directorate (PD), the Confederation
of Norwegian Business and Industry (NHO), the Federation of Norwegian
Commercial and Service Enterprises (HSH) and the Norwegian Federation of
Trade Unions (LO).

314. Cases are normally initiated through a written request by or on
behalf of the industry affected to the Ministry of Finance. The Ministry
may request the Committee to investigate complaints from third countries
whose industries are affected by alleged dumping or subsidization. The
Norwegian authorities may not initiate cases themselves.

315. The petitioner must supply the Committee with material concerning
prices, injury and the causal link between the dumped imports and the
alleged injury. The Committee may seek other relevant information from
other sources, such as the exporters, and may arrange meetings with
interested parties to further clarify the case. The information collected
is treated confidentially.

65Norway is a signatory to the Agreement on Implementation of Article VI of the GATT
(the Anti-Dumping Code) and the Agreement on Interpretation and Application of
Articles VI, XVI and XXIII of the GATT (the Subsidies Code).

66Royal Decree of 24 November 1967. Its legal authority to collect and verify
information is given in paragraphs 16 and 17 of the Customs Law of 10 June 1966.

67The Secretariat of the Committee is in the Ministry of Foreign Affairs.
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316. The Committee assesses the dumping and injury elements and the link
between the two, and submits a report to the Ministry of Finance. The
report includes a recommendation regarding the imposition of anti-dumping
or countervailing duties. If the Ministry agrees that the imposition of a
duty is justified, it must submit a proposal to the
King in Council of State in order to make a formal decision. A report must
also be sent to the Parliament as soon as possible.

317. The process from the initial complaint until the final decision takes
approximately one year. The Committee may recommend the imposition of
provisional measures, but has never done so. There is no formally defined
appeals procedure, but appeals may be brought before the Parliament. The
Parliament can request the Government to review an anti-dumping decision.

318. The Norwegian legislation contains no 'sunset clause". Imposed
duties are monitored regularly by the Ministry of Finance. They are
removed when dumping is considered no longer to exist.

319. The anti-dumping and countervailing duty procedures have not been
used frequently. Only 29 cases were investigated between 1957 and 1985.
Three cases resulted in the imposition of anti-dumping duty.
Countervailing duty has only been imposed once - against Italian
refrigerators - between 1969 and 1976. Anti-dumping duty was last imposed,
in May 1984, on cement from the German Democratic Republic. The duty was
lifted by Royal Decree in December 1985. The last complaint brought before
the Anti-dumping Committee, in 1986, concerned imports of cables from the
German Democratic Republic. The Committee made a negative recommendation,
and the case was terminated with no measure being imposed in June 1990.

(xviii) Safeguard actions

320. There are no specific procedures regarding safeguard actions in
Norwegian legislation. Measures would be taken on the basis of the
temporary ban on imports of 13 December 1946. Norway last implemented a
safeguard action under GATT Article XIX in 1978. It affected imports of
textiles and clothing from Hong Kong (see Chapter VI).

(xix) Measures implemented in exporting countries

321. Norwegian import licenses for textiles and clothing subject to MFA
quotas are issued on the basis of export licenses issued by the exporting
country. Quota rents are accordingly distributed among exporters.

322. Import licences apply to textiles, clothing, footwear and certain
other industrial goods from Taiwan. Although a highly competitive
exporter, its market share of textiles and clothing in Norway is generally
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insignificant. It is not clear whether this is due to import quotas or
restraints implemented by Taiwan.68

323. In accordance with the agreement on reciprocal trade in cheeses
between the EC and Norway, Norway is obliged to grant import licenses for
2,160 tonnes of EC cheese per annum. Similarly, Norwegian cheese exports
are restricted to specific quantities in the EC markets.

(xx) Balance-of-payments measures

324. The general objective of the temporary import and export bans of
December 1946, which still form the legal basis for some of the remaining
trade regulations, was to safeguard Norway's balance-of-payments position
in the period of reconstruction after the Second World War. The last
Norwegian import controls under GATT Article XII were lifted in 1961.
Norway has never used the balance-of-payments provisions of EFTA.

(xxi) Free-trade zones, export processing zones

325. No free trade zones have been established in mainland Norway.
However, goods imported to the overseas territories (Svalbard and
Jan Mayen) and offshore installations outside territorial waters of
mainland Norway are not subject to Norwegian customs duties and other
charges. Imports subsequently shipped to mainland Norway would be
subject to normal customs procedures. Svalbard and Jan Mayen are also
exempted from indirect taxation.

(3) Measures Directly Affecting Exports

(i) Registration, documentation

326. Fish and fish products can only be exported by authorized exporters.
Regulations require that established exporters must register with the
Export Committee For Fish. Applications for exporter status from
enterprises in the fishing industry with no previous export experience will
be accepted automatically. Other newcomers must either be registered
purchasers of raw fish or provide evidence of sufficient financial

68Exports from the Republic of Korea may have been subject to restraints during the
1980s as import licences applied to items such as footwear, leather clothing, tyres and
ceramic ware.

69The areas in question are nevertheless under Norwegian supremacy and constitute parts
of the Kingdom of Norway.
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resources to the Committee. A refusal or withdrawal of exporter status may
be appealed to the Ministry of Fisheries.

(ii) Export subsidies

327. Support is provided to exports of excess agricultural production to
account for differences between world market prices and the administered
domestic prices. The export price is often substantially lower than the
regulated domestic price. Funding is provided through producer levies,
government transfers through the Agricultural Agreement or withheld
subsidies to farmers.

328. Target prices in the Agricultural Agreements have generally not been
lowered in order to provide incentives for farmers to reduce production.
However, farmers are penalized through the use of producer levies to
balance the product markets. The collection of such levies has increased
substantially since 1986 because of rising exports of meat and eggs
(Table IV.4). Exporting is mainly carried out by the national associations
of producer co-operatives.

329. Government support has been phased out on exports of meat and eggs.
Over the last five years, some government support has also been provided
for exports of honey, cherries and vegetables (cucumbers, cabbage,
cauliflower, onions and tomatoes). Exports of dairy products benefit from
the base deficiency payments to milk production. Every year, more than
200 million litres of milk is exported in processed form (cheese, butter or
milk powder).

(iii) Duty and tax concessions

330. Duty payments for imported input materials mainly used by domestic
industries can be reclaimed on exported goods. An application for duty
drawback must be made within one year after the exportation of the
processed goods and within two years after the importation of the goods in
question. Drawback may also be granted on re-exportation of unchanged and
unused goods in certain cases. Value added tax is not levied on goods
destined for export.

331. The price equalization scheme on processed agricultural products,
administered by the Norwegian Grain Corporation (see variable import
levies), also operate on exports of Norwegian food products. Export
restitution payments amounted to NOK 25 million in 1990. In August 1990,
the Ministry of Agriculture introduced restitution payments on exports of
meat products. The scheme applies to products which fall outside of the
free trade agreements.
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(iv) Export finance

332. Exports of Norwegian capital goods are essentially financed by
A/S Eksportfinans, a private company owned by the Norwegian commercial
banks. Eksportfinans issues medium and long-term bonds in domestic and
international financial markets. The Government does not guarantee its
borrowings and it has no access to government funds.

333. The company arranges medium and long-term post shipment credits on
commercial terms, determined by the cost of funding plus a standard margin.
Loans may be extended up to 85 per cent of the transaction value. The
Ministry of Finance administers a scheme which covers interest rate risks
and currency fluctuations.

334. Eksportfinans is authorised to provide export credits with government
support. Lending terms are determined by the OECD Arrangement on
Guidelines for officially supported export credits and the Understanding on
Export Credits for Ships. The financing of foreign components is limited
to 30 per cent of the contract.

335. Mixed credits are available for projects having high priority in
developing countries. The scheme has mainly been used for deliveries to
the Chinese market. It is administered by the Ministry of Foreign Affairs.
The grant element can be given either as an interest subsidy or as a cash
grant. Eligible recipients are low income and lower middle-income
developing countries. Funds are normally tied to purchases from Norway,
but foreign content up to 30 per cent is accepted. International
competitive bidding is used as far as possible. The scheme is currently
restricted to contracts worth less than NOK 150 million. The
administration of the scheme is said to follow OECD guidelines.

336. Government support is not available for short-term export credits.
Such loans must be provided by the exporters or refinanced with the
commercial banks.

(v) Export insurance and guarantees

337. A committee appointed by the Government has recently reviewed the
guidelines of the Guarantee Institute for Export Credits (GIEK), a State
agency, and proposed changes in the organisation of GIEK. The Government
is expected to follow-up on the proposals in the second half of 1991.

338. Currently, GIEK is divided into two units plus legal and
administrative services. Guarantees for exports to developed countries are
processed by the commercial risk department. Exports to State trading and
developing countries are handled by the political risk department.
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339. GIEK offers coverage of preshipment and postshipment risks. The
form of insurance depends on variables such as the credit amount, length of
repayment, risk level and type of transaction. Full coverage of both
commercial and political risks is available for short-term credits.
Domestic banks may be involved in these schemes. Exporters using the
"cash contract scheme* may not be covered.

340. Capital goods exports may be insured against political and commercial
risks through GIEK. It will fully insure suppliers' and buyers' credits up
to NOK 10 million. Coverage of credits of NOK 10 million or more will only
be accepted if a commercial bank is willing to undertake part of the risk
on a pro rata basis, minimum 25 per cent, normally 50 per cent. Such cover
is unconditional and irrevocable. The pro rata principle does not apply to
political risks.

341. The guarantee scheme is subject to an underwriting ceiling, which is
revised annually. The current ceiling is NOK 13 billion.

342. The premium charged is calculated as a percentage of the transaction
value, and depends on credit length, securities available and the general
credit worthiness of the buyer. Countries are classified in five
categories with respect to political risk.

343. According to GIEK guidelines, income from the guarantee scheme shall
cover indemnities and operating expenses. However, GIEK is presently
receiving government support as heavy losses exhausted its funds in the
early 1980s. Much of the loss stemmed from an unsuccessful campaign to
increase Norwegian exports of ships. Since the mid-1980s, the premiums
charged have generally been considered adequate in terms of covering
expected losses.

344. GIEK operates an export and investment scheme for the poorer
developing countries together with the Norwegian Agency for Development
Cooperation (NORAD). Outstanding commitments must not exceed
NOK 200 million, or NOK 50 million for individual guarantees.

345. The Parliamentary Committee currently examining the role of GIEK
might propose to re-establish a general investment guarantee scheme. In
the near term, the main purpose of such a scheme could be to guarantee
Norwegian investment in East and Central Europe.

70GIEK accepts up to 30 per cent of foreign components, or 40 per cent with respect to
components originating in Sweden or Finland.
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346. The share of Norwegian exports covered by GIEK is very low - around
2 per cent. Main reasons are the low share of capital goods in Norwegian
exports and the geographical concentration of exports towards neighbouring
countries and the OECD area. More than 90 per cent of the guarantees
relate to short-term credits.

(vi) Export promotion. marketing assistance

347. The aim of Norwegian export promotion is to strengthen non-petroleum
exports. The Norwegian industrial structure - a handful of internationally
large enterprises and many small enterprises - has focused export
assistance on the development of export know-how among the predominantly
small exporters. The Norwegian Industrial Fund has some funds to assist
individual or joint internationalization efforts of small and medium sized
enterprises, but export promotion is mainly carried out by two institutions
- the Norwegian Trade Council and the Norwegian Tourist Board.

348. The Norwegian Trade Council, which has 37 offices in 32 countries, is
responsible for the promotion of goods and services. The Council statutes
stipulate that it shall operate in close contact with the Norwegian
diplomatic service, and act as an adviser to the Ministry of Foreign
Affairs in matters related to trade and exports. General activities
include surveys and analyses of overseas markets, organising participation
in exhibitions and trade fairs, providing information on Norwegian products
and industries to potential customers abroad and general advisory services.
Such services are provided free of charge. Larger company-specific
consultancies will in principle only be provided against payment.

349. The Office for Guidance of Exporters (Kontoret for
Eksportorveiledning) is in charge of the export development programme for
small and medium sized enterprises (the SMB-E programme). The programme
is closely linked to the Export Campaign Committee (EKK), which has been
financing specific export initiatives since 1969. Enterprises get a
partial refund - up to 50 per cent, in practice less - of expenses incurred
in the participation in trade fairs, market research, marketing efforts and
other initiatives which are not part of the regular export activities of
the firm. In 1990, the Committee received 1,639 applications for support,
and accepted 1,183 projects. Nearly all the assistance was allocated to

71The Office was established in 1989 as the Council's SMB-E department was merged with
the regional department for Nordic countries. Most first-time exporters normally concentrate
on neighbouring Nordic countries because of the cultural and other similarities to the home
market.
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small and medium sized enterprises. Most projects focus on markets in
Europe.

350. EKK funding was increased substantially in 1989 in connection with
the launching of a short term export strategy'. The programme focused on
fish products, textiles and clothing, construction services, furniture and
pleasure crafts. The products were identified as marketing intensive,
produced by competitive industries with potential to increase production
rapidly.

351. In. the longer-term perspective the Trade Council sees exporting
opportunities in environmental technology; supplies to shipping, fisheries
and foreign offshore industries; fish farming technology; automotive
components; information technology and electronics; and gifts and
handicrafts. Marketing activities are increasingly concentrated towards a
few industrialised countries, in particular Germany, France, Spain and
Italy. Initiatives towards developing countries mainly focus on East and
South East Asia, penetration into the procurement programmes of
multilateral organizations and development projects financed b- the
World Bank and regional development banks. The Trade Council is actively
involved in the promotion of counterpurchases and exports of military
equipment together with the Ministry of Defence.

352. The Norwegian Tourist Board (NORTRA) is responsible for the marketing
of tourism to Norway, both at home and abroad. It has offices in
10 countries. Government funds provide half of NORTRA's budget. The other
half is derived from the travel industry as they participate in specific
promotion efforts. Promotion of tourism is often linked to regional
development objectives.

353. A levy of 0.075 per cent is charged on most exports of goods
(services are excluded), including exports of oil and gas. The income from
the export levy, supplemented by direct government contributions, is
allocated to the Norwegian Export Fund. The Fund finances the Trade
Council and export promotion programmes through the EKK and other schemes.
In 1990, the Trade Council received NOK 138.8 million from export levies.
Income from services rendered to exporters amounted to NOK 14.5 million.
Government contributions were not required to cover the operating expenses
of the Trade Council. However, direct government support to export
promotion activities totalled NOK 142 million, of which NORTRA received

72Large enterprises (more than 500 employees) have not been eligible for funds through
the EKK as from 1990.
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some NOK 60 million and the EKK NOK 50 million. The remaining
NOK 30 million was allocated to special projects.

354. Enterprises participating in specific export promotion programmes
provide substantial funding. In 1990, the allocation of NOK 70 million of
public funds to the EKK was expected to be matched by business
contributions worth NOK 350 million.

(vii) Free-trade zones. export-processing zones

355. Norway does not operate any free port system at present. However,
the Ministry of Finance may obtain authority to establish free trade zones.
Norway would in such a case adopt legislation similar to existing
regulations in other EFTA countries. Export processing zones have not been
established in Norway. An outward processing scheme for textiles is under
consideration.

(viii) Export taxes, charges. levies

356. As mentioned above, to finance the activities of the
Norwegian Trade Council, most exports of goods (services are excluded) are
subject to an export levy, equivalent to 0.075 per cent of the value of the
product.

357. Recently adopted regulations have established a levy of
0.125 per cent on the f.o.b. value of exports of fish and fish products.73
The levy is 0.1 per cent on prepared and preserved fish (HS Chapters 16.04
and 16.05). The export duty is collected by the Customs administration.
It finances the Export Committee for Fish.

(ix) Minimum prices

358. Norwegian producers of ferro-silicon have given price undertakings to
settle anti-dumping actions in the EC market. The observance of minimum
prices has recently caused problems for Norwegian metals exporters to the
EC, as their prices have been undercut by sales from Eastern and Central
Europe. However, it is reported that exports from the Soviet Union have
been subject to minimum prices in the EC since 1 January 1991.74

73The regulations were adopted by Royal Decree of 22 March 1991.

74Elkem. Annual Report 1990.
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359. In accordance with export regulations for fish, the Government may
establish minimum export prices and other sales conditions. The Ministry
of Fisheries states that the minimum prices currently in force are required
mainly by international agreements.

(x) Export prohibitions

360. Exports of goods and services to South Africa are prohibited in
accordance with the Act of 20 March 1987. Regulations of 7 August 1990
banned all exports to Iraq and Kuwait. The restrictions against Kuwait
have been lifted.

361. The general authority to issue export prohibitions is laid down in
the Provisional Act No. 30 of 13 December 1946. Restrictions apply to
objects of cultural heritage; hazardous waste; endangered species of
animals and plants; animals and plants subject to disease controls; fish
and fish products; beer and spirits; grains, milled products and
concentrated animal feed; vessels above a certain size and certain
strategic goods.

362. Grains, milled products and concentrated animal feed can not be
exported without a licence issued by the Ministry of Agriculture, in
accordance with the Grain Supply Act (1928) and the law on feed
concentrates (1951). Legislation prohibiting exports of hazardous waste
was introduced in 1990. Norway is currently participating in a working
group on the export of domestically prohibited goods and other hazardous
substances.

363. Norway is a member of COCOM. Export regulations of high technology
goods were tightened after it was discovered that Toshiba and Kongsberg
Våpenfabrikk (KV), a State-owned Norwegian arms manufacturer, had jointly
sold equipment of possibly significant value to the Soviet naval industry.

364. In December 1987, the Parliament passed the "Act relating to control
of the export of strategic goods, services and technology, etc'. Special
permission is required to export goods and technology which may be of
significance for other countries' development, production or utilization of
products for military use or which may serve to develop the military
capability of a country. Unauthorized rendering of services connected to
such exports is also prohibited. The King may also prohibit Norwegian
residents, companies, foundations or associations from engaging or

75The trade ban against Namibia was terminated following its independence.
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assisting in trade of weapons or military equipment from one country to
another.

(xi) Export licensing

365. The Ministry of Foreign Affairs has issued regulations with respect
to the licensing of strategic goods. 76 Affected items are classified in
six categories:

List I: Weapons, ammunition and other military equipment.
List II: Strategic goods not mentioned in List I.
List III: Chemicals that can be used in the production of chemical

weapons.
List IV: Nuclear installations and nuclear equipment not included

in List II.
List V: Missiles, appurtenant products and technology not covered

by List I and II.
List VI: Other goods for which a licence is required.77

366. Goods included in these lists are, to the extent possible, marked
with an E in the Norwegian Customs Tariff. With respect to goods covered
by lists I-V licensing requirements also apply to intangible transfers,
technical information and production rights, and services. The Ministry of
Foreign Affairs may also require end-user statements for these goods. The
purchaser undertakes not to re-export the equipment without consent of the
Norwegian authorities. Such re-exports must be certified by the receiving
country.

367. The licensing procedure covers exports of all goods and services for
military purposes, whether or not included in the above lists, if the
destination is affected by war, civil war or the threat of war.

76Regulations of 10 January 1989 relating to the implementation of control of the
export of strategic goods, services and technology. The most recent edition of the Official
Notification on Export Control was published in December 1990.

77This list mainly concerns exports of metal scrap, i.e. used iron and steel goods
(HS Chapters 72 and 73) and metals extracted from scrap of copper, aluminium and tin.
Restrictions may be applied to mitigate shortages of raw materials for the Norwegian
metallurgic industry. Other products on List VI include fresh and chilled potatoes, sailing
ships and certain other vessels. List I is based on national discretion and rules agreed
within COCOM. List II is based on COCOM rules. List III reflects Norway's participation in
the Australia Group. Norway's obligations under the Non-Proliferation Treaty and the COCOM
Atomic Energy List determines list IV. Norway adheres to the Missile Technology Control
Regime (list V).



C/RM/S/16A
Page 97

368. Export licences for fish and fish products are issued by the
Ministry of Fisheries. Affected items fall under HS Chapters 3, 5,
15, 16 and 23. However, Ministry regulations have exempted some products
from the licensing requirements.

(xii) Export quotas

369. The Secretariat has not come across any specific quotas operating on
Norwegian exports.

(xiii) Export cartels

370. No specific restrictions exist in Norwegian legislation with respect
to export cartels. Exports are not subject to the general prohibition of
horizontal price agreements, and pure export cartels are exempted from the
mandatory notification procedures.

371. The agricultural co-operatives being in charge of regulating domestic
markets, effectively act as sole exporters of dairy products, meat, eggs
and poultry. The co-operatives receive some government support to the
extent that the sales are undertaken to relieve the Norwegian market of
excess production.

372. Until recently, only members of an exporters' association could
export fish and fish products. Membership required the fulfilment of
certain conditions. These restrictions were removed with the introduction
of new regulations on fish exports in March 1991.

373. Some enterprises are granted sole exporting rights for certain
products to all or specific markets until the end of 1991. From 1992, the
Ministry of Fisheries will only accord sole exporting rights to centralized
markets (single buyer or import oligopoly) or if warranted due to
particular circumstances.

374. Cartel arrangements have prevailed in exports of paper products and
cement. Scancem International ANS, owned by the Aker Group and Euroc of
Sweden, trades in cement. Skandikraft, a Norwegian/Swedish trader, exports
kraft papers particularly to East Asia. Export cartels operate on
newsprint (Nornews ANS) and paper bags (Norsekk AS), but mergers and
takeovers within the industries have removed or reduced the independence of
the participating enterprises.

78Items are marked with an X in the Norwegian Customs Tariff.
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(xiv) Voluntary restraints, surveillance and similar measures

375. The only formal restraint agreement the Secretariat is aware of is
the agreement on reciprocal trade in cheeses between Norway and the EC.
However, in response to the EC anti-dumping investigation on Norwegian
salmon, the sales organizations implemented a freezing scheme in 1990 to
remove fresh salmon from the market and thereby raise prices. Large
quantities (up to 50,000 tonnes) of salmon were temporarily removed in this
manner. Stocks were subsequently reduced as the market stabilized. A
recent surge in production may force freezing of another 30,000 tonnes of
salmon in 1991. The scheme has been organized by the fishing industry and
is financed through a producer levy.

376. The measure appears to have impressed the EC Commission sufficiently
to drop the anti-dumping case, despite findings of dumping and injury. The
proceedings were formally terminated on 15 March 1991. The Commission,
however, has indicated that it will monitor the salmon market closely. If
necessary, or subject to new complaints, the Commission will hold talks
with the Norwegian authorities. Lack ofagreement could result in
re-initiation of the anti-dumping proceeding.

(4) Measures Affecting Production and Trade

(i) Competition policy

377. The Price Directorate monitors prices on certain products where
competition is considered to be weak. The price surveillance affects
tobacco products, mineral wool for insulation, various types of paperboard
for the construction industry, explosives, glue, glass *for motor vehicles,
mineral oil products, beer and mineral water (the three largest breweries)
and air freight (excluding postal services). Producers must notify price
increases four weeks in advance.

378. Prices may be regulated by the authorities in cases where one or a
few producers dominate the market. Maximum prices currently apply to
fertilizer and potassium nitrate (produced by Norsk Hydro A/S), cement
(producer Norcem AJS), raw fats for the production of margarine (from

79The matter had been referred to the Council on the insistence of the United Kingdom
and Ireland. The majority of the Council did not favour other solutions.

80Europe. 18-19 March 1991.
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Denofa Lilleborg), wholesale prices for meat cuts, milk, certain milk
products and taxi fares.81

(ii) Adiustment assistance

379. The Government is expected to spend several billion Norwegian Kroner
on labour market measures in 1991. The schemes offer general training
programmes to enhance the skills of people having been laid off recently.
The programmes are, however, regarded as temporary labour market measures.
They should not be confounded with government transfers which originate in
longstanding sectoral and industrial support policies.

380. Financial support has been given to the traditional fishing industry
for nearly thirty years. The aim of the first agreement concluded between
the Government and the Norwegian Fishermen's Association (in 1964) was to
cooperate on measures that would increase the profitability of the
industry. Over the years, as the fish resource situation has deteriorated,
rationalization and structural adjustment programmes have focused on
reducing the fishing and processing capacity of the industry.

381. The objective of measures introduced in 1980 was to reduce the size
of the purse seine and trawling fleet by 25 per cent. Permanent programmes
have centered on scrapping schemes and sales support to vessels that are
sold out of the country. Temporary assistance is available to cover fixed
costs for vessels that are periodically withdrawn from Norwegian fisheries.
Vessels may alternatively receive grants for fishing in remote waters.

382. Measures have also been introduced to reduce capacity in the
traditional processing industries. Assistance is available for merging or
permanent closure of enterprises. Aid may also be given to modernization
and rationalization of remaining processing units.

383. A primary objective of structural adjustment assistance to the
primary sectors is to retain labour in these sectors. Additional emergency
measures have been employed in the fisheries sector to avoid that workers
would migrate from scarcely populated areas in Northern and Western Norway.
In agriculture, where the resource situation is more predictable,
structural adjustment assistance mainly relates to the development of
non-agricultural activities in remote areas (see Section 4(v)). However,
one might note that recently the Norwegian Government has provided
NOK 8.6 million to farmers who have discontinued production of apples and

81Maximum prices were recently abolished on two types of margarine made by Forenede
Margarinfabrikker A/S.
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pears. Production limits were implemented as a consequence of the decision
of the GATT Panel on apples and pears (see Chapter VI).

384. The EFTA Secretariat compiles an Annual Report on government aid in
EFTA countries. The report focuses on support to industries. In this
respect, the EFTA Secretariat has found that members of EFTA tend to
subsidize their industries less than other countries in Western Europe.
However, the Norwegian aid ratio is considerably higher than for the other
EFTA countries. A particular feature in Norway is that its sectoral aid
programmes complement firm-specific subsidies.

385. Increased competition from imports induced support for structural
adjustment assistance to the textiles industry in the 1970s. A
readjustment programme, consisting of three basic elements, was initiated
in 1978. The assistance reached its highest level in 1983. The programme
was terminated in 1988. Adjustment aid to the shipbuilding industry was
last given in 1985. Several major shipyards have been closed. Others have
become suppliers of offshore installations and related equipment. However,
the remaining shipbuilding and ship repair yards are assisted through
subsidized long term loans for vessel construction, export credits and
support to research and development.

386. Subsidies to manufacturing also include losses of State-owned
enterprises. In recent years, Norwegian Governments have moved towards
reducing such expenditures through closures and privatizations. A major
restructuring programme currently affects the Rana community, as new
activities are being established to provide employment for former employees
of the State-owned steelworks (Norsk Jernverk).

387. The Government provides venture capital through various institutions.
The Regional Development Fund finances investment in remote areas.
Projects in other areas may be supported by the Small Business Fund. The
Fund provides loans and guarantees to enterprises with less than
50 employees. The objective is to promote new activities, modern
technology and adjustment in exporting and import competing industries.
Its loan portfolio amounted to NOK 660 million at the end of 1990.
Interest income almost matched interest expenditures in 1990. However,
administration costs and NOK 24 million in losses on loans and guarantees

82Decibsion of the EFTA Council No. 10 of 1987 (EFTA/DC 10/87).

83Aid is related to industry value added, gross domestic product, export value of
industrial products and number of employees in industry sectors. Norwegian government aid in
1988 and 1989 amounted to 2.22 per cent of total industry value added, compared to the EFTA
average of 1.03 per cent.
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resulted in an operating loss of NOK 34 million. The Fund's limit on new
lending in 1991 is NOK 250 million. The Fund may provide NOK 10 million in
new guarantees.

388. The Norwegian Industrial Fund (IF) provides grants, loans and
guarantees to investments which may strengthen the competitive position of
Norwegian industries and tourism. IF participates in projects which are
large compared to enterprises' own resources. Commitments mainly relate to
the development of new products, new enterprises, modernization,
development of know-how, expansion in foreign markets, write-offs and
refinancing. Loans are not secured, and funds provided for the development
of new products may be written off (up to 50 per cent of the loan) if the
project turns out not to be viable. IF provided NOK 842 million in loans
and grants during 1989. Its loan portfolio amounted to NOK 2 billion at
the end of the year. Losses recorded in 1989 totalled nearly
NOK 217 million.

389. The recent crisis in the Norwegian financial sector has had a strong
negative effect on the supply of private venture capital. Having suffered
heavy losses, commercial and savings banks presently focus on low-risk
lending. In 1990, the Government therefore considered it necessary to
strengthen the venture capital market through the establishment of
Norsk Vekst A/S. Private investors were invited to supply 50 per cent of

84
the capital of the new institution.

390. In the revised National Budget for 1991, the Government has proposed
to merge the Industry Bank, the Industrial Fund, the Small Business Fund
and the Regional Development Fund. The stated purpose is to rationalize
and at the same time make the public financing system more user friendly.

(iii) Assistance for research and development

391. Assistance to research and development projects in industry amounted
to NOK 393 million in 1989 according to the EFTA Secretariat. More than
half of the aid was granted through the Norwegian Council for Scientific
and Industrial Research (NTNF). The Council channels most of the funds to
research institutes. Development contracts received NOK 99 million in 1989
through the Norwegian Industrial Fund. Other support included development

841ts first investment was to purchase a majority share in a Norwegian shipyard
(Kaldnes). The yard is presently in serious financial difficulties (Vaqg'. Nzringsliv.
25 May 1991).

85Nationen, 29 May 1991.
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contracts through the Norwegian Space Center, support to inventors and
grants to prospecting in mining.

392. The Norwegian government finances a comprehensive system of
agricultural research stations. Support is also provided for particular
research projects. The Agricultural Agreement for 1990-91 has allocated
NOK 60.6 million to research and testing. Advisory services are provided
through government research and training programmes and the local
agricultural administrations. In addition, the Small Animal Fund
(Tiltaksfondet for småfe) has been promoting, for example, on-farm
bee-keeping and rabbit meat production. Allocations to the Fund amount to
NOK 39 million in 1990-91.

393. Veterinary services are generally funded by the Government. A
research station and veterinary laboratories are devoted to maintaining
high animal health standards. Insemination activities are partly funded by
the Government. The Agricultural Agreement includes a grant of
NOK 74 million for insemination in 1990-91. The Norwegian Plant Institute
(Statens plantevern) and some smaller research units focus on pest and
disease control. The Government also funds various research, education and
competence building programmes aimed at strengthening the fishing industry.



C/RM/S/ 16A
Page 103

Production subsidies, tax concessions

Chart IV.3
Norwegian government aid, 1990
NOK billion

1990

Primary industries 14.1

is

agriculture 12.1

fisheries, including
fisn breeding 1.6

forestry 0.4--_

Other government

aid 0.7

Services, private
sector 0.6

Manufacturing and
quarrying 5.2

Source: Ministry of Finance and Central Bureau of Statistics, Oslo.

394. In nominal terms, Government transfers to primary sectors,

manufacturing and services doubled during the 1980s (Table IV.5).
Assistance to manufacturing reached its highest level in 1986, but is still
significant.86 Agricultural support has been rising steadily throughout
the ±980s, but peaked in real terms in 1982. The current financial
allocation to agriculture accounts for nearly 60 per cent of total
government support (Chart IV.3). Measured in relative terms (assistance
per man-year), the support to the agricultural sector is much higher than
in other sectors (Chart IV.4).

86Calculations by the Ministry of Finance involved the estimation of subsidy elements
of 73 different industry support schemes operating between 1981 and 1987.

(iv)
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Chart IV.4
Government aid per man year, 1990
NOK Thousand
II.
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Source: Ministry of Finance and Central Bureau of Statistics, Oslo.

395. Most of the budget transfer covers government obligations under the
Agricultural Agreements. Funding of the local agricultural administration
units is not included in the Agreements. Profits from the feedstuff
monopoly are deducted from the total amount of support to agriculture.
Consumer subsidies on milk and dairy products are not included in the
figures. These transfers have been reduced in recent years.

396. Government aid to the forestry sector amounted to NOK 355 million in
1990. Support is provided for afforestation, reforestation, construction
of permanent forest roads, transportation and some minor schemes. The
Government funds the operations of regional and local forestry
administrations (the Forest Service). These provide advisory services in
addition to performing administrative tasks.

397. The fisheries sector receives most of the assistance through the
Fisheries Agreements. In addition, some investment grants and interest
subsidies are provided through the National Fishery Bank and the Regional
Development Fund.

398. Some Norwegian tax concessions are closely linked to regional
policies. Norway is divided in four zones with respect to the social
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security contributions paid by employers. The rate varies from
2.2 per cent to 16.2 per cent. Tax allowances are admitted for investments
in certain regions. The allowance, up to 15 per cent of net income, is
only available to those residing in areas where such funds can be invested.
The electricity tax has been reduced for the northernmost districts of
Norway. However, industries do not benefit from this lower rate.

399. Assistance received in the form of tax concessions is generally not
included in the estimates of sectoral government support. Most
investment in manufacturing is exempted from the investment tax. Certain
tax exemptions are extended in the northerly regions for fishermen and for
investments for conservation of the environment. In the petroleum sector,
production taxes and an additional 30 per cent tax on profits are to some
extent balanced by generous depreciation rules and other tax incentives.
The tax régime on petroleum companies was relaxed after the oil price
collapse in 1986 to encourage further exploration and the development of
marginal fields.

400. A scheme offering potentially large tax credits has been widely used
by private investors. Most projects have been related to shipping,
although the scheme is not sector specific. The shipping sector benefits
from special rules on depreciation and other incentives. As a result, the
effective tax rate on profits from shipping is generally low.88

401. The Norwegian tax system is currently under review. A Parliamentary
Committee (the Aarbakke Committee) has recently submitted its report,
proposing a major overhaul of personal and corporate taxes. Major features
of a future reform appear to include elimination of tax incentives combined
with general reductions in tax rates. The overall effect on Government
revenue is expected to be neutral. The stated aim is to reduce the
distortions on savings, investment and production arising from the current
tax system based on the tax law of 1911.

(v) Regional assistance

402. Support to primary industries has a strong element of regional
assistance. The Norwegian Government has stressed the importance of the

87The shipping industry benefits from liberal depreciation rules and other tax credits.
The proposal for a new tax system envisaged to cut the annual depreciation allowance from
25 per cent to 14 per cent.

88A recent survey of seven major shipping groups listed on the Oslo Stock Exchange
showed that the effective tax rate on their profits was just over 2 per cent in 1990. By
comparison, the average tax rate on the profits of major Norwegian industry groups is
reported to be 24 per cent (Aftenposten, 10 May 1991).
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fishing industry to many coastal communities in Northern Norway in the
negotiations on a European Economic Area.

403. "Less favoured regions account for two thirds of Norwegian
agricultural production. The sector provides employment for
15 to 20 per cent the workforce in certain areas. Regionally
differentiated subsidies increased by nearly 300 per cent between 1975 and
1982, and have continued to rise since, albeit at a slower pace.
Production subsidies to cereals are, for example, differentiated by region.
Less favoured regions also benefit relatively more from subsidies
differentiated by farm size than other parts of Norway. Regional and
structural elements are important in the allocation of support to animal
production. The OECD Secretariat estimates that nearly half of the total
government transfer to agriculture is regionally and structurally
differentiated assistance.

404. The State Bank for Agriculture and the Agricultural Development Fund
cooperate closely with the Regional Development Fund. Investment support
has been provided to non-agricultural activities to provide viable
alternatives to farming (such as leisure activities, tourism, forestry and
fur farming).

405. Government aid to the forestry sector is regionally differentiated.
Preference is given to remote regions in an early afforestation stage and
to reforestation in rural districts. Central, densely forested regions do
not receive any subsidies for planting. Cost-sharing programmes for
long-term investments are considered as part of the overall regional
policy.

406. Regional aids to industry amounted to NOK 918 million in 1989
according to the EFTA Secretariat. The main measures were capital-related
subsidies through the Regional Development Fund (NOK 220 million), grants
to company development (NOK 189 million), regional investment grants
(NOK 184 million) and transport subsidies (NOK 100 million). Some schemes
relate specifically to projects in Northern Norway.

(vi) Other measures

407. State banks were established after the Second World War to provide
credit to specific sectors for reasons of social, industrial or regional

89"Less favoured areas" are those which qualify for investment support from the
Regional Development Fund. Around 36 per cent of the population live in such areas.
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policy. Currently, eight State-owned banks provide specialist credit
services. State bank lending expanded considerably as part of the
countercyclical policy pursued after the first oil shock. The role of the
State banks diminished in the 1980s. Their share in total assets held by
the Norwegian banking system declined from 25 per cent in 1983 to
14 per cent in 1987.90

408. Concessional lending to industries is coordinated between the
forwegian Industrial Fund and the Industry Bank. Credit extended by these
two institutions was limited to NOK 1.8 billion in 1989. The Regional
Development Fund provided NOK 1 billion in loans and a similar amount in
investment grants. Grants for regional development purposes from other
sources totalled NOK 590 million. Guarantees for regional development
projects amounted to NOK 300 million.

90E.P.N. Gardener and J. Teppet (1990), The economic impact of 1992 on the Norwegian
financial services sector: A select replication exercise using the Price Waterhouse
(PW)/Cecchini methodology, Bangor.
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V. TRADE POLICIES AND PRACTICES BY SECTOR

(1) Introduction

409. Although Norway is a major producer of offshore petroleum and
shipping services, mainland activities, particularly services, nevertheless
dominate in a "post-industrial" economy. Public services, wholesale and
retail trade, business and financial services, transport and communication,
construction, electricity supply and other services account for two thirds
of Norwegian GDP and nearly 60 per cent of gross output (Table V.1). The
shares of manufacturing and the petroleum sector in GDP are roughly equal -
about 15 per cent each. Primary sectors contribute 3 per cent to gross
domestic product.

410. The primary sectors' share of GDP has declined over the last fifteen
years despite heavy assistance, particularly to agriculture. Crude oil
production was relatively insignificant in 1975. Helped by firm prices and
rising production the petroleum sector accounted for nearly 20 per cent of
GDP in 1985. Having been hurt by low prices in 1987 and 1988 the sector is
regaining its importance because of higher prices and a further rise in
production.

411. Perhaps the most noteworthy trend in the Norwegian economy since 1975
has been the decline of the manufacturing sector. The most marked decline
has occurred in import-competing industries such as textiles and clothing,
wood and wood products, shipbuilding and electrical equipment. On the
other hand, home-market industries which are less exposed to foreign
competition, such as the food and tobacco industries and printing and
publishing, expanded in the 1980s.

412. Services overall accounted for almost the same share of GDP in 1990
as in the mid-1970s. However, while public services, financial and
business services and electricity supply have been expanding other
services, notably shipping and construction, have lagged behind.
Construction, financial services and retail trade have suffered from the
recent recession in the Norwegian economy. However, shipping rebounded

'The share of mainland Norway in output and GDP was 86 per cent and 83 per cent
respectively in 1990.

2The manufacturing sector is nearly two and a half times the size of the petroleum
sector measured in terms of gross output.
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after the Norwegian International Ship Register (NIS) was established in
1987.

413. Despite high ratios of imports and exports relative to GDP (see
Chapter I) and the fairly low incidence of formal trade barriers, large
segments of the Norwegian economy are not particularly affected by foreign
trade. According to data from the Norwegian Central Bureau of Statistics,
some 78 per cent of mainland output is derived from activities which are
not directly exposed to foreign competition. Measured in terms of value
added the share is even higher (Table V.1).

414. The protection must to a large extent be ascribed to natural factors
and the relatively limited incidence of trade in key services. However,
competitive pressures may increase as a result of further integration of
European and world markets in the 1990s. The possible impact of this
process has been the subject of several sectoral studies.

415. A study of the financial sectors indicates that European integration
could increase competition and produce price reductions on banking,
insurance and securities services. For Norway, the estimated gain in
consumer surplus corresponds to about 0.6 per cent of GDP. Annual savings
resulting from harmonization of Norwegian public procurement practices to
EC directives may be in the order of NOK 3 to 5 billion (see Chapter IV).
Model simulations of the 1992 programme on five consumer goods
(pharmaceuticals, office machines, electric motors, household appliances
and motor vehicles) indicate potential welfare gains of 1-4 per cent on
these products.?

416. In Norway, there is a marked contrast in the levels of protection
afforded to agriculture and manufacturing. In general, the level of tariff
and non-tariff protection for industrial production is relatively low.
OECD data suggest that aid to industry remains relatively high compared to
other OECD countries. In addition, in some sectors considerable support is

3E. P. M. Gardener and J. Teppet (1990), The Economic Impact of 1992 on the Norwegian
Financial Services Sector: A Select Replication Exercise using the Price Waterhouse (PW) /
Cecchini Methodology, Bangor.

4ECON, Senter for Okonomisk analyse (1989). Konsekvenser ved norsk tilpasning til EFs
direktiver for offentlige innk.i0p, Oslo.

5V. D. Norman and L. Orvedal (1990), Stordriftsfordeler, konkurranse oq
markedsintearasjon - Virkninaer av EF's indre marked for enkelte norske bransjer, Senter for
anvendt forskning, Bergen. The analysis is based on methodology developed by Smith and
Venables in 'Completing the internal market in the European Community". published in the
European Economic Review (1988). Simulations are run under different assumptions regarding
market integration and the participation of Norway and Sweden in the integrated market.
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extended through State trading, monopoly provisions, domestic taxation,
procurement policies and standards or certification procedures.

417. By contrast, agricultural, food processing and fishery activities are
highly assisted. Revenue from oil activities has enabled successive
Norwegian governments to provide substantial support to farming income and
activities and a complex web of border measures effectively isolates
Norway's market from cheaper imports for those goods which are produced in
Norway. As in other Nordic countries, food prices are substantially higher
than in many other countries. Targets for farmers' income, the maintenance
of rural population in isolated areas, food security and environmental
protection have been important objectives guiding Norway's agricultural
policies.

(2) Agriculture

418. Measured relative to the value of its production, Norwegian
agriculture is one of the most highly assisted sectors in developed
markets. In addition, the food, beverages and tobacco manufacturing
industries have been in varying degree sheltered from world market trends
(and indeed, are referred to as "sheltered" manufacturing sectors, along
with printing and publishing, in official Norwegian data). Oil revenue has
enabled Norway to increase already substantial support to farming
activities. Agriculture accounts for less than 2 per cent of Norwegian
GDP, and provides around 5 per cent of total employment, yet the sector is
the destination of more than 60 per cent of all budgetary transfers to
industries. In 1990, agricultural support in the form of budgetary
transfers amounted to NOK 12 billion, or 111 per cent of the value added in
the sector. In addition, consumers are taxed through the maintenance of
food prices which are higher than in most other countries.

419. According to OECD, the estimated average percentage producer subsidW
equivalent in 1988 for Norwegian agriculture was 76 per cent (Table V.2).
PSEs are high for all products, but vary from 53 per cent for pigmeat to
85 per cent for sheepmeat. In current prices, the support more than
doubled from 1979 to 1988, when it reached NOK 17.2 billion. The amount
corresponds to some NOK 175,000 per farm per year, or NOK 18,000 per
hectare of arable land. Provisional calculations for 1990 show that the
support to producers, measured in terms of producer subsidy equivalents

6Only Switzerland has higher PSEs within the OECD area.
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(PSEs), has remained relatively stable since 1987. Net total PSE to
Norwegian agriculture amounted to US$3.13 billion in 1990.7

420. The market for many agricultural and food products based on Norwegian
produce is effectively isolated from cheaper imports by a complex web of
measures. The basic regulations and institutions were created in response
to a deep crisis in the farming sector in the 1920s. The Marketing Act,
which was introduced in 1930, sought to strengthen farmers' position in
agricultural markets. The law established marketing fees and product
funds, which equalized prices paid to the farmers irrespective of the end
use of the product. Supply management was facilitated by the establishment
of producer co-operatives such as the Norwegian Dairies' Association
(1928), the Norwegian Farmers' Eggs and Poultry Association (1929), the
Sales Organisation of Horticultural Producers in 8Norway (1930), the
Norwegian Farmers' Meat Marketing Organisation (1931).

421. The Grain Supply Act of 22 June 1928 and the creation of the
State-owned Norwegian Grain Corporation (1928) aimed at stabilizing
Norwegian grain prices. The Grain Corporation was required to purchase all
domestic production, paying the same price (for a given quality) to all
producers. At the same time, the institution was given monopoly rights to
import all grains and milling products. The import monopoly was later
extended to animal feedstuffs.

422. During World War II and the five-year occupation, Norway was forced
to adjust food consumption to the constraints imposed by the domestic
production capacity. Food supply was tight but starvation was avoided.
After the war, the authorities sought to release labour gradually from
farming in order to reconstruct and further industrialize the economy while
maintaining a high level of agricultural production. It was felt that
this objective could be reached through a high level of farm earnings and
investment in mechanized agriculture to improve productivity.

423. The current system of annual and biannual negotiations between the
Government and the two nationwide farmers' organizations was established in
1947. The first agreements covered product prices only. However, as the

7Financial Times, 5 June 1991.

8Beekeepers formed Honningcentralen A/L in 1927.

9Exports of grains, milled products and concentrated feedstuffs require permission of
the Ministry of Agriculture.

'0The experience of food shortages during World War 11 is an important factor in
explaining the postwar emphasis on food security.
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system became more permanent - the first Agricultural Agreement was signed
in 1950 - the agreements came to include wider objectives of agricultural
policy. Transfers were earmarked for an expanding array of instruments to
fulfil these general objectives.

424. Migration from rural areas to urban centres in the 1950s and 1960s
reduced the share of Norwegian population living in rural areas from
43 per cent in 1950 to 37 per cent in 1970. This steady decrease in rural
population undermined Government policies concerning the desirable
population distribution in Norway, under which primary sectors, in
particular agriculture, were considered to be a firm basis for rural
development.

425. Norway's agriculturalpolicy objectives underwent a major political
review in the mid-1970s. The main elements of policy objectives
resulting from this review were regional development; a specific income
objective for farmers with a time-frame for its attainment; and a link
between agriculture and the environment. From the mid-1970s, the objective
was established that at least 75 per cent of the expansion in cultivated
farm land should take place in the less favoured and weak economic areas.
Processing industries should be decentralized to provide additional
employment in these areas. A varied farm structure should accommodate both
full-time and part-time farming, preferably as single family activities in
each case.

426. Farmers' incomes were to be comparable to those of industrial
workers. A well-managed farm should provide an income (per man-year) to a
farmer equivalent to the average yearly industrial wage for an adult
industrial worker. The monitoring of this objective implied complex
calculations based on model farms and the comparison of other economic and
social factors. The income objective was reached in the early 1980s, but
slipped somewhat thereafter. The income from a man-year in farming is
currently estimated to correspond to 96.2 per cent of the average
industrial wage.

427. The environment and resource objective was added in 1976-77. At
first, attention was drawn to pollution resulting from agricultural
production and the need to economize on the use of energy. Increasing

See Norges Offentlige Utredninger (1974:26).

12General regional policies are closely associated with the operations of the Regional
Development Fund (DU). The Fund finances investment in defined rural areas, currently
comprising more than 90 per cent of Norwegian territory where 36 per cent of the population
live.
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emphasis was also put on the importance of retaining production on current
arable land.13 Present envirenmental objectives aim at reducing pollution
of ground and surface water and minimizing the use of chemical substances
hazardous to human health. Long-term sustainable development in
agriculture should be based on production practices which do not damage the
environment and which preserve natural resources for future food
production. This objective is expressed in the increasing use of support
largely based on farm acreage and other measures which are de-linked from
production levels.

428. The present production objectives were defined by the Government and
the farmers' organizations in 1982. Domestic production should cover
domestic demand of milk and milk products, meats, eggs, potatoes and rough
vegetables fit for storage. The demand for feed grain should be fully met
by domestic production. Norwegian farmers should produce as much wheat for
human consumption as possible. In practice, this implies a self

14sufficiency ratio of about 40 per cent in food grains. Norwegian
consumption of fruits and berries and vegetables less suitable for storage
is to be satisfied by domestic producers to the extent possible.

429. An efficiency objective relates both to individual farm production
and the agricultural sector as a whole. This objective is, however, to
some extent subordinated to the other aims of agricultural policy, such as
the regional objective. Moreover, because of the distortion of product and
factor prices through government intervention, productivity growth has
related more to technical rather than economic efficiency.15

430. In 1979, Norway was self-sufficient in some dairy products only. At
present, problems of overproduction are apparent in milk (transformed into
dairy products), meat (beef, pigmeat) and eggs. In the period 1984-87,
Norwegian demand was nearly fully covered by domestic supply in various
other commodities with the exception of wheat and some coarse grains
(Chart V.1). There is evidence that since 1987, the level of
self-sufficiency in vegetables has increased further and that subsidized
exports have been necessary. Self-sufficiency in terms of domestic

13Norway is sparsely populated but most of the territory is unsuitable for agricultural
production. Only around 3 per cent of Norwegian territory is currently cultivated.
Moreover, some of the best soil is located close to expanding urban areas.

14
In years of good harvests, such as 1990, this ratio has been as high as 69 per cent.

15The Union of Norwegian Farmers and Smallholders argues, for example, that while
subsidies accruing to farms have been increasing, the net income to farmers - having taken
account of payments to other factors of production - is steadily diminishing.
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coverage of food calories is estimated to have risen from 62 per cent in
1979 to 72 per cent in 1987. The expansion of production has been, to a
large extent, based on imported technology and inputs - farm machinery,
veterinary drugs and pesticides - without maintaining emergency stocks of
these production factors.

Chart V.1
Norwegian self-sufficiency ratios in various
agricultural commodities, average 1984-1987
Percentages
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Source: OECD (1990). National Policies and Agricultural Trade. Country
Study Norway, Paris.

431. Animal and poultry production is to some extent restricted by the
provisions of the Act relating to regulation of occupational animal
husbandry (1975). New production units of turkey meat, pigmeat, poultry

16These self-sufficiency ratios are inflated by exported foodstuffs, in particular fish
and fish products. In terms of trade value, Norway is a net exporter of foodstuffs because
of its rich fisheries and fish farms. Norwegian agriculture's share of domestic food
consumption, measured in food calories, was estimated at 46.1 per cent in 1989. Major
products in which Norway is not self-sufficient include wheat and feed grains, sugar (no
production) and some fruits and berries.
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and eggs are not allowed to exceed a certain number of animals. Specific
supply control measures have been implemented on the production of milk,
pigmeat, poultry and eggs. A dual price scheme for milk was introduced in
1977 and replaced by a production quota system in 1983. The milk quotas
have also contributed to a reduction in the output of beef and veal.

432. Agricultural policies have again come under review since the late
1980s. A public committee (Alstadheimutvalget), established by Royal
Decree in 1987, presented its report in October 1990. The majority of
the committee members recommended a reduction in milk and beef production.
Crop production should rely less on fertilizers, pesticides and other
inputs which raise production belt have detrimental effects on the
environment. Regional policy objectives should be attained through further
geographical differentiationof support measures. The Committee
recommended maintaining an income objective, while focusing more on income
trends rather than on specific income levels.

433. Finally, the committee recommended that 'food security" should be the
overriding policy objective in the 1990s. Interruptions in supply were
thought more likely to arise from ecological, rather than political,
crises. However, the members could not agree as to what implications
"food security" should have on the desired level of Norwegian agricultural
production in a normal supply situation.

434. Recent reports indicate that the present Norwegian government is
ready to make significant cuts in agricultural support. A major reduction
in grain prices would reduce assistance to crop production. The resulting
lower feed prices would also reduce the need for assistance to livestock
production. Further initiatives may include drastic reductions in the
production objectives for milk.19

435. In the Uruguay Round, Norway has offered tariffication of much of its
border protection in agriculture. Norway would be prepared to depart from
the use of quantitative restrictions for all products except for milk and

17 However, a 'hearing' paper from the Ministry of Agriculture is proposing to raise
capacity limits for pigs (from 500 to 750 or 1000). laying hens (from 2.000 to 3,000 or
4,000) and chickens (from 35,000 to 60,000 or 80,000) in order to increase production
efficiency through economies of scale (Nationen. 28 May 1991).

18An interministerial working group (Kvakkestad utvalget) is reviewing the trade regime
for agricultural products. Among the objectives is to make the system more flexible with
respect to imports from developing countries.

19The hardening attitude of the Government is perhaps also illustrated by the fact that
it was not able to reach an agreement with the farmers' organizations on the level of
budgetary transfers to agriculture for 1991-92.
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some milk products (HS Chapters 04.01, 04.03 and 04.05) and meat of
reindeer, deer and elk, etc. Variable levies would be introduced, under
strengthened discipline, for live animals, primary and processed meat
products, eggs and potatoes. These products currently have unbound tariff
rates.

436. Provided that bound tariffs could be unbound without offering
compensation, tariff equivalents (fixed element) with a corrective factor
would be introduced to support administered domestic prices for other live
animals, milk products and cheese (HS Chapters 04.03, 04.04 and 04.06),
lard, coarse fodder, fruits and vegetables and processed products wholly or
in part derived from primary products subject to administered domestic
prices. Tariff equivalents with a corrective factor would also apply to

grain, seed grains and feed concentrates. Tariff equivalents would
substitute for border measures applying to honey, plants and parts thereof
and other primary and processed products currently subject to quantitative
restrictions. Norway would commit itself to specific percentage reductions
in the fixed elements and tariff equivalents between 1991 and 1996.

437. Prices paid to Norwegian farmers are generally much higher than world
market prices. In 1988, domestic prices for basic crops were mostly
200-300 per cent higher than comparable import prices (Chart V.2).
Variations were much larger for livestock products, ranging from an
88 per cent premium on sheepmeat up to 800 per cent on poultry.
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Chart V.2
Price distortions in Norway market for major
agricultural commodities, 1979-88

Regulated domestic farm-gate price as percentage of average Import price
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438. Administered prices operate on most agricultural commodities produced
in Norway. The Agricultural Agreements specify guaranteed producer prices
for cereals; maximum wholesale prices for skimmed, low fat and whole milk;
average wholesale prices for dairy products, eggs and meat; seasonal
normal prices for horticultural products and potatoes for human
consumption; and a guaranteed producer price for wool. Price regulations
are combined with market and import regulations in order to achieve the
target prices.20

439. The high producer prices are passed on to consumers, except for some
'consumer" subsidies on fresh milk and cheese (NOK 950 million in 1991) and
a mix of international and domestic prices for food grains. The average
percentage consumer subsidy equivalent in 1988 was -61 per cent. The
implicit tax on consumers amounted to NOK 8.9 billion or more than
NOK 5,000 per household. 21 Although food prices rose only slightly faster
than the general consumer price index from 1979 to 1987, prices for bread,
cereals, milk, cheese and eggs rose much faster than the average for food
prices. Due to rising real incomes the share of food in total household
expenditure has declined steadily and is currently around 15 per cent.
However, share of food expenditure is much higher (26 to 34 per cent) for
low-income groups. The high food prices thus work as a regressive tax on
domestic consumers.

2

440. Households nevertheless mainly contribute to agriculture as
taxpayers. Government outlays on agriculture totalled NOK 11 billion in
1988. The amount includes the costs of implementing the Agricultural
Agreement (expenditure less a tax on animal feed), consumer subsidies on
milk and investment subsidies. The budget allocation for implementing

20Budget transfers for market regulation purposes for dairy products, meat, pigmeat,
eggs, poultry, fruit, vegetables, potatoes and potato flour amounted to NOK 168.8 million for
1990-91. The transfer covers the State's responsibility for market regulations in a balanced
market. The funds are used to balance supplies geographically and seasonally through
transportation and storage. Government aid to construction of storage facilities totalled
NOK 31.5 million, but the measure was terminated as from I June 1991. In addition, the
Government allocated NOK 13.6 million to refund producer levies on fruit and berries.

21The average net disposable income per household was NOK 123,000 in 1985 according to
the Norwegian Central Bureau of Statistics.

22Consumers are to some extent able to reduce expenditure on food through shopping
related travels abroad, mainly to Denmark. Private purchases of food in Sweden were
substantial in the early 1980s. As a result, the import allowance on meat was reduced from
10 kg to 3 kg per person for each trip. Major increases in Swedish food prices have
subsequently reduced this border trade to a much lower level. Veterinary regulations
prohibit private importation of most foodstuffs from countries other than Denmark, Sweden and
Finland.

23Measured in constant (1979) prices, government subsidies to agriculture were reduced
(Footnote Continued)
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the Agricultural Agreement in 1990 was NOK 11.843 billion. The feedstuff
monopoly recorded profits of NOK 741 million in 1990.

441. The Marketing Act serves as the legal basis for the collection of
producer levies on various products. The producer levies and direct
government transfers are channelled into Product Funds administered by the
Norwegian Agricultural Marketing Board. The Board supervises market
regulation activities, which are generally implemented through the four
national associations of producer co-operatives and the State-owned
Norwegian Grain Corporation (see Chapter IV 2 (xi)). Private enterprises
may in some cases participate in the market regulation schemes on certain
conditions. The marketing associations are administered by boards elected
by producers. Farmers' organizations thus play an important and
influential role in the regulating the markets for farm products in Norway.

442. Government support to investment in agriculture and forestry, through
16 different schemes, amounted to NOK 431 million in 1989. Additional
grants, normally between 10 and 40 per cent of total investment, are often
provided by local authorities. Some municipalities run their own support

schemes.24 The size of local investment subsidies to agriculture is
unknown.

443. Measures affecting production and trade of individual agricultural
product categories, together with data on trade and tariff information is
provided in Tables AV.1-AV.21.

(i) Foodstuffs (Table AV.1)

444. The category covers a number of different products such as fruits,
vegetables, tropical beverages, sugar, flours, preparation of cereals and
animal products such as eggs. Tariffs accordingly vary substantially, from
free to 45.4 per cent (on certain eggs). In most cases, however,
protection is mainly provided through a restrictive licensing system. Most
imported foodstuffs are subject to sanitary regulations. Inspections are
carried out by local authorities (KNT - Det kommunale
naeringsmiddeltilsynet).

(Footnote Continued)
by 20 per cent between 1981 and 1988. Much of the decline can be ascribed to reductions in
milk subsidies. Higher consumer prices are reflected in the consumer subsidy equivalents,
which rose from zero in 1981 to -NOK 1,177 million in 1988.

24Nationen. 2 April 1991.
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(a) Horticultural products

445. An Import Council has been established for the import of potatoes,
vegetables, fruit, berries, live plants and parts of plants. The council
acts as an advisory body under the biannual Agricultural Agreements in
relation to the regulation of the domestic market. The council has 15
members representing government ministries (5), producers (5), traders (4)
and consumers (1). Import licences are issued by the Norwegian Grain
Corporation, for these purposes acting under the authority of the Ministry
of Agriculture.

446. Imports of potatoes and a number of fresh vegetables, berries, canned
products and live plants and parts of plants are subject to licensing all
year round. Imports are in principle only admitted to cover shortfalls in
domestic supply. The regulations provide, in principle, automatic
suspension of licenses if the domestic price exceeds the target price by
12 per cent or more for two consecutive weeks. Restrictions are
reintroduced with nine days notice when the domestic price falls below the
upper limit. However, by admitting imports as domestic prices are

approaching the upper limit, the import council in practice prevents the
margin from being exceeded whenever there exists some level of domestic
supply.

447. Unrestricted imports of certain vegetables (white and red cabbage,
cauliflower, Brussels sprouts, tomatoes, cucumbers, lettuce and spinach),
fruits (apples, pears, plums), strawberries, cut flowers (roses,
carnations, freesias and chrysanthemum), ornamental potplants and foliage,
branches and other parts of plants (other than maidenhead ferns and
aspargus ferns) are allowed during part of the year, generally when
Norwegian produce is out-of-season. The present "free" periods for these
products were established in Annex IV to an exchange of letters between the
EEC and Norway on 16 April 1973, forming part of the free trade agreement
between Norway and the EC. 26

448. The letter also provides preferential tariff treatment (50 per cent
reduction in duties) to EC exports of various plants, cut flowers,
vegetables, fruits, berries, melons, seeds and wine (Annex I), unrestricted

250ne seat is shared between the Norwegian Fruit Wholesalers' Association and the
Norwegian Vegetable Wholesalers' Association. A representative of the National Canning
Industries joins the council in cases of imports of canned goods and raw materials for the
canning industry.

26Although the seasonal liberalization, which has shortened the growing season in
Norway for some products, was negotiated on bilaterally the principle of unlicensed imports
is applied on a global basis.
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access from all sources to the Norwegian market for certain agricultural
products (Annex II) and automatic licensing of varieties of horticultural
products contained in a "Recommended List" (Annex III) established by the
Norwegian authorities. 27

449. Seasonal tariffs all specific rates, apply to imports of various
vegetables and fruits. The highest tariffs are in force during the main
marketing season for domestic produce. Ad valorem equivalents of the high
rates are mostly below 10 per cent. Out-of-season rates are low or free.

450. In accordance with the Marketing Act and the Agricultural Agreement,
the Sales Organisation of Horticultural Producers in Norway
(A.L Gartnerhallen) is in charge of regulating the market for Norwegian
potatoes, vegetables, berries and fruit. The Agricultural Agreement also
provides assistance for storage and quality grading facilities, sales
promotion for fruits and berries and support to the production of seed
potatoes. Prices for fruit and berries for the canning industry are
established in negotiations between Gartnerhallen, the Norwegian Farmers'
Union and the National Canning Industries.

451. Gartnerhallen is a producer co-operative with approximately 4,100
active members. Members may sell up to 10 per cent of their production
directly to local consumers. The rest must be delivered to the
co-operative. Gartnerhallen's direct market shares for potatoes, fruits,
berries, vegetables and flowers vary between 25 and 35 per cent, but,
through its statutory powers, its influence on the marketing of fruits and
vegetables in Norway is considerably greater.

452. According to Gartnerhallen, large harvests of many horticultural
products in 1988 and 1989 put downward pressure on domestic prices. In
1989, the average market price for Norwegian tomatoes was NOK 4 per kg
lower than the target price in the Agricultural Agreement. For
cauliflowers the average market price was NOK 2.80 per kg below target. An
increase in cultivated area and a good harvest also led to overproduction
of onions. Export is one of the elements in domestic market regulation.
In 1989, Norway exported cucumber, cabbage, cauliflower, cherries, tomatoes

270ther preferences granted to the EC include minimum annual import quotas of potted
plants, tulips, irises and certain cut flowers. In addition, the EC is granted a minimum
quota of 500 metric tonnes of carrots in April and May. Further preferences may result from
the EEA agreement. The EC has put forward a list of 72 products for which it wants improved
access to markets in EFTA countries.

28The products concerned are tomatoes, cauliflowers, lettuce and chicory, radishes,
cucumbers, artichokes, aspargus, sweet peppers, fresh grapes, apples, pears, apricots,
cherries, peaches, nectarines, plums and strawberries.
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and onions. The sales were supported by export subsidies totalling
NOK 2.6 million (Table IV.4).

453. Gartnerhallen would encourage export-based production of certain
horticultural products. It reckons that Norwegian production of Chinese
leaves cabbage, cauliflowers and end-of-season strawberries is
internationally competitive without subsidy. Exports of cherries, cabbage
and onions might also become profitable.

454. Norway currently restricts domestic production of apples and pears to
7,500 tones of dessert apples and 1,500 tones of dessert pears
annually. Subject to these limits, a subsidy of NOK I per kg is paid on
all apples and pears sold via wholesalers participating in the market
regulation scheme. Surplus production is sold to the domestic processing
industry for juice.

455. Gartnerhallen has an agreement with A/L Norske Potetindustrier (NOPO)
concerning regulation of the market for potatoes. The 4,000 members of A/L
Norske Potetindustrier are obliged to market all potatoes and potato
products through this co-operative. Processing industries which are
members of the co-operative have the sole right to produce potato flour,
glucose and alcohol distilled from potatoes. The alcohol is purchased by
the Wine Monopoly under a special arrangement.

456. NOPO undertakes all imports and exports for its members. An import
levy is applied to level the price of Norwegian and imported potatoes,
potato starch, glucose and their substitutes. Exports of potatoes are
subject to licensing in accordance with export regulations issued by the
Ministry of Foreign Affairs. The stated purpose of the licensing is to
prevent exports of seed and other potatoes during food supply crises.
Licences are granted automatically in times of normal supply according to
the Ministry of Agriculture.

29The limit corresponded to about 80 per cent of a normal Norwegian apple harvest in
the years prior to the introduction of the production quota. Thus far, NOK 8.6 million has
been paid to growers for cutting down fruit trees.

30The Wine Monopoly announced that it would terminate the agreement with NOPO in 1988,
claiming that domestic potato-based alcohol was too expensive compared to imported raw
materials. A new agreement, valid for 1990 only, was concluded after several rounds of
negotiations. The potato industry decided to reduce the number of distilleries from six to
three and implement a new system for the sorting of potatoes in order to cut costs.
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(b) Tropical products

457. Norway implemented tariff cuts on a number of tropical products on
15 July 1989. Tariffs were reduced on, for example, manioc, pecan nuts,
dates, avocados, guavas, mangoes various spices, cocoa powder and a number
of processed tropical products.

458. Imports of unroasted coffee, coffee husks and skins and tea are free
of tariffs. Roasted coffee, coffee substitutes and mate are dutiable, but
duty free treatment is offered through Norway's GSP scheme. No excise
taxes are applied on tropical beverages.

(c) Sugar and confectionery

459. Norway has no domestic production of sugar.2 The tariff on raw sugar
is NOK 0.10 per kg for imports from all sources. In addition, an excise
tax of NOK 3.35 per kg is levied on all sugar. Tax exemptions may apply in
cases where sugar is used as inputs for Norwegian industries.

460. Sugar confectionery from the EC and EFTA enters duty free. The
general tariff rate is NOK 1 per kg. The excise tax on chocolate and other
sweets wa3 raised from NOK 10.70 to NOK 11.10 per kg on 1 April 1991. The
Government expects to collect NOK 570 million in taxes on sugar
confectionery in 1991. The tax on sugar is projected to yield
NOK 210 million.

(d) Other foodstuffs

461. Natural honey is subject to licensing and a tariff of NOK 2 per kg.
Duty free treatment is granted to GSP countries. In addition, an annual
import quota of 150 tonnes was introduced in 1985. This quota has been
used for imports from developing countries. Supplementary imports are
permitted when domestic supply is insufficient to meet domestic demands.

462. Imported honey is cheaper but of different quality than domestically
produced honey according to the Norwegian association of honey producers
(Honningcentralen A/L). The organisation has 4,700 members, nearly
90 per cent of all beekeepers in Southern Norway. Members may sell
10 per cent of their production directly to consumers, the rest must be

31For details on the Norwegian offer see GATT document, MTN.GNG/17, Attachment 13,
5 December 1988.

32The EC may export up to 10,000 tonnes annually at zero tariffs. Sugar imports are
also accorded duty-free treatment under Norway's GSP scheme.
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marketed through Honningcentralen. The association regulates the domestic
market through storage and exports. Government subsidies to exports of
honey were last paid in 1985 and 1986.

(ii) Grains and products thereof (Table AV.2)

463. Zero tariffs apply to imports of all grains except milled and broken
rice and many milled products. However, imports of wheat, rye, barley oats
and milled products and feed mixes of these grains are subject to State
trading. The Norwegian Grain Corporation collects a levy equal to the
difference between the administered domestic price and the world market
price on all imports of concentrated feeds. It is also the sole purchaser
of domestic grain production. The Corporation is obliged to keep
bufferstocks of grains for reasons of food security. The size of these
stocks are decided by the Parliament.

464. In 1987, 36 per cent of the arable land in Norway was used for grain
production. The area was divided between production of barley
(17 per cent), oats (13 per cent) and wheat (6 per cent).33 Grain
production accounted for 16 per cent of the gross revenue in the
agricultural sector. More than 80 per cent of the production is located in
the south east of Norway. On average, self-sufficiency ratios ranged from
5 per cent for rye to 101 per cent for oats for the period 1984 to 1987.

465. Prices on grains and animal feeds have been used as policy
instruments to influence the location of agricultural production. The aim
has been to shift labour-intensive livestock production from the central
regions to the less favoured areas in the North, West and Central parts of
Norway. The climate and topography favours the growing of. forage rather
than grains in these areas. Farmers have also been encouraged to use
coarse fodder, grown on the farm, rather than concentrated feeds in
livestock production.

466. Guaranteed prices for grains are established through the Agricultural
Agreement. Domestic grain prices have generally been set at levels well
above world market prices, and the differential widened in the 1980s.34 In
the Agricultural Agreement for 1990-91 the price of wheat for human

33The quality of the harvest determines the shares of wheat used for human consumption
and wheat used for feed grain. The price paid by the feed industry for wheat has usually
been set close to the price of barley. The industry has often been able to purchase feed
wheat at prices which are lower than those paid to the wheat farmers.

34A policy to encourage grain production in central areas was introduced in the
mid-1950s and lasted for nearly 30 years.



C/RM/S/16A
Page 125

consumption was higher (NOK 3.21 per kg) than the price for feed wheat
(NOK 2.90 per kg). An additional regional subsidy is paid to grain
producers in three (out of four) production zones. Moreover, farmers which
are located more than 15 km from the nearest reception unit of the Grain
Corporation are paid a transport subsidy. Imported wheat for human
consumption, by comparison, cost the Norwegian Grain Corporation
NOK 1.11 per kg in 1990.

467. The price of flour paid by consumers increased by 25 per cent from
1987 to 1989. However, Norwegian flour prices are still lower than in
neighbouring countries because of the high share of imported grains in
Norwegian flours. The Norwegian Grain Corporation does not operate its own
mills, but has concluded contracts with ten mills concerning the production
and distribution of flours. Two sales companies represent nine of the
mills. Agreements which until recently have guaranteed each mill a certain
amount of sales, are to be abolished as from 1. January 1992. The change is
expected to increase competition between the mills.

468. The Norwegian Grain Corporation envisages changes in its operations
as a result of the Uruguay Round. The current border protection provided
by the State monopoly could be substituted by a tariff based import system.
However, at present, tariffs on wheat, coarse grains, brown or rough rice,
soyabeans and other oilseeds are bound at zero rates.

469. A change in policy, leading to substantially lower domestic grain
prices, may be underway. The concentration of livestock and grain
production in different regions has detrimental consequences to the local
environment and leads to costly transportation. 6 Farmers' adjustments to
lower grain prices should reinstate a more balanced production structure.
A lowering of grain prices will also permit the Government to reduce the
budgetary transfer to livestock production. In the 1991-92 settlement of
the Agr cultural Agreement, grain prices have been reduced by
NOK 0.37 per kg. Producers have been partly compensated by an increase in
direct transfers not related to levels of production (acreage support).

35Domestic prices are also guaranteed for rye for human consumption (NOK 3.02 per kg).
feed rye (NOK 2.78). barley (NOK 2.77), oats (NOK 2.49), oilseeds (NOK 5.63) and peas
(NOK 3.61).

36Large quantities of milk are transported to Oslo and the surrounding regions, while
these areas supply other parts of the country with grains. In 1990. transportation costs of
the Norwegian Grain Corporation totalled NOK 258 million, nearly three times the total salary
and administration costs of the organization.
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(iii) Animals and animal products (Table AV.3)

470. Tariffs on imported live animals are either free or very low. The ad
valorem equivalents of the specific tariff rates are all below 2 per cent.
However, imports of livestock (horses, cattle, swine, sheep goats, fowls,
ducks, geese, turkeys, guinea fowls and reindeer) are subject to a global
import prohibition. Individual exemptions may be granted, but the need for
import is scrutinized in each case.

471. Norway is generally free from the majority of livestock diseases.
Very strict veterinary regulations are imposed to protect domestic
livestock from health hazards resulting from imports. All imports of live
animals require health certificates. Imported livestock must also undergo
clinical tests for certain contagious diseases. Import licences, issued by
the Veterinary Department of the Ministry of Agriculture, are only granted
for imports from countries which are able to satisfy Norwegian zoosanitary
standards. Similar restrictions also apply to imported products of animal
origin.

472. Animal production accounts for almost two-thirds of the total gross
revenue from Norwegian agriculture. Beef and veal, which constituted about
38 per cent of farm output of meat in 1987, are mainly produced in
combination with milk. Other meat production consists of pork
(44 per cent), sheepmeat (13 per cent) and poultry (6 per cent). Wool is
mainly considered a by-product of sheepmeat production.

473. The OECD Secretariat estimates that the net support to production of
beef and veal, pigment, poultry and sheepmeat amounted to a producer
subsidy equivalent of NOK 5.6 billion in 1988. The percentage net PSEs
varied from 53 per cent on pork to 85 per cent on sheepmeat. Subsidies are
differentiated according to region and farm size. The output on sail
farms is relatively more assisted than the output of larger farms.

474. A production subsidy on the number of animals was changed into a
subsidy per man-year in the Agricultural Agreement for 1990-91. The
Agreement allocated NOK 1,834 million for this purpose. The Government
also provides NOK 502 million to base deficiency payments for meats.38 The

37Producers are penalized by high prices on domestic feedgrains and the import levy on
concentrated feeds. On the other hand, subsidies are provided for producing coarse feed, and
beef and veal producers also benefit from the substantial subsidies on milk production.

38The payments are NOK 4.65 per kg of beef, NOK 0.30 per kg of pork, NOK 6.30 per kg of
sheepmeat and NOK 6.65 per kg of goatmeat. Exported meats are not eligible for this subsidy,
except for an annual quantity of 2,000 tonnes of pork.
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use of additional regionally differentiated deficiency payments for beef,
veal, sheepmeat, pork and goatmeat has been increasing. Total expenditure
on this subsidy rose from NOK 143 million in 1979 to NOK 657 million for
1990-91. A transport subsidy totalling NOK 83 million (1990-91) is paid
for the slaughtering of animals.

475. The Norwegian Farmers' Meat Marketing Organisation (Norsk Kjott)
purchases almost 80 per cent of slaughter animals in Norway. The producer
co-operative attempts to equalise consumer prices for meat across regions.
Weekly forecasts of the number of animals to be slaughtered in the
following sleek are used to implement detailed transportation programmes.

476. Tariffs on the most important meats are unbound. Meat and meat
products are excluded from the Norwegian GSP scheme except for frogs' legs,
which have never figured prominently in the traditional Norwegian diet.
The import regime for meats is generally the same as for horticultural
products and eggs. Joint committees comprising representatives of producer
co-operatives and traders, have been established for the importation of
beef and veal, pork, fat and poultry. Import licences are in principle
suspended when domestic meat prices exceed agreed target prices by
10 per cent or more for two consecutive weeks. In practice, prices are not
allowed to reach the upper limit because, as in the case of vegetables,
imports are admitted. There have apparently been no unlicensed imports
during the last fifteen years.

477. The distribution of import licenses for meat is linked to domestic
purchases of slaughter animals. Norway has only two registered importers
of meat and meat products - the Norwegian Farmers' Meat Marketing
Organization and the Meat Trader's National Association (Kjottbransjens
Landsforbund). Import quotas have been established for certain meats.
Import levies equalize the price of imported meat with the domestic price.
The revenue is paid into the Price Equalisation Fund, which is used,
inter alia, for market regulation purposes.

39The committee members represent the Norwegian Farmers Meat Market Association, the
Norwegian Farmers' Eggs and Poultry Association, the Meat Traders' National Association, the
Provision Wholesalers' National Association and the Norwegian Co-operative Union and
Wholesale Society.

40The Norwegian Farmers Meat Marketing Organization has around 50,000 active members.
All meat not consumed locally must be sold through the co-operative. The organization
handles about 80 per cent of all slaughtered animals, 50 per cent of cut meat and 40 per cent
of further processed meats. It receives around 70 per cent of all import licences. The
remaining market shares are held by the Meat Trader's National Association.

41Details are provided in Chapter IV.
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478. Market regulation activities are the responsibility of the Norwegian
Farmers' Meat Marketing Organisation. The organization is guided by the
average wholesale prices for different categories of meat established in
the Agricultural Agreement. Markets are balanced through price setting,
storage, exports and imports (together with private firms) and sales
promotion.

479. Rapid increases in meat production during the early 1980s resulted in
excess production and exports of beef, veal and pigmeat. Meat markets were
in rough balance in 1985 and 1986. However, in recent years attempts to
balance markets for milk and dairy products have led to increased
slaughtering of cows. A fall in domestic demand for meat has aggravated
the situation. In 1990, the estimated oversupply of meat reached 11,000
tonnes, of which beef accounted for 6,000 tonnes. Norway is normally a net
exporter of pigmeat.

480. From time to time, consumers may benefit from market regulation via
sales promotion. Meat prices are reduced temporarily in order to dispose
of surplus stocks. Overall, Norwegian consumers are penalized by high meat
prices. The consumer subsidy equivalent on meats amounted to a negative
transfer of NOK 3.6 billion in 1988 (Table V.2).

481. Exports are financed by producer levies and transfers from the Price
Equalisation Fund. Export subsidies on meat, mostly financed by the
producers, amounted to NOK 262 million in 1989. The 1990-91 Agricultural
Agreement established that base deficiency payments would not be paid on
exported meats from 1 July 1990.

482. The Ministry of Agriculture introduced a system of export
restitutions on meats from 1 Au ust 1990. The system is administered by
the Norwegian Grain Corporation. Norway exported 12.1 million kg meat,
6.3 per cent of total meat production, in 1990.

483. Hens' eggs imported from other EFTA countries are free of tariffs.
All other imports are subject to a duty of NOK 2 per kg. The tariff is
not bound under the GATT. An additional import levy raises prices on
imported eggs up to the domestic level. Sanitary regulations, including
packaging requirements, apply to imported eggs.

42Restitution is provided for exports of meat cuts and processed meat on the condition
that identical quantities are imported. The intention of the scheme is to enable the
processing industry to trade in processed meat and not to influence the level of domestic
meat production. Export restitutions are financed through the Price Equalisation Fund.

43For Portugal the rate of duty is NOK 1.40 per kg of hens' eggs.
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484. Eggs are subject to import licensing. As for horticultural products,
the licensing requirements are in principle suspended if the domestic price
exceeds the target price in the Agricultural Agreement by 15 per cent or

more for two consecutive weeks.41 Restrictions are reintroduced with nine
days notice when the domestic price falls below the upper limit. However,
excess production has been a regular feature of the Norwegian egg market in
recent years. In 1989, the oversupply amounted to 6.2 million kg,
representing more than 10 per cent of total production.

485. A contract production scheme for eggs was introduced in 1983.
Participants are obliged to restrain production. In return they receive a
subsidy which is not granted to non-participants. Around 75 per cent of
all eggs are currently produced under the scheme. The subsidy amounted to
NOK 56.8 million in the Agricultural Agreement for 1990-91, an increase of
NOK 11 million from the previous agreement. According to the OECD, the
average net percentage PSE in Norwegian egg production was 48 per cent,
nearly four times higher than the OECD average, for the years 1986 to 1988.

486. A producer co-operative, the Norwegian Farmers' Eggs and Poultry
Association (Norske Eggsentraler), which has a market share of about
65 per cent for eggs and 84 per cent for poultry, regulates the markets for
these products. The Association is formed by 12 regional producers'
associations. Local supply and demand is regulated by these regional
associations. Any imbalances are corrected by sales so or purchases from
the Eggs and Poultry Association. The Association regulates the aggregate
domestic supply situation through long-term storage, exports and other
means.

487. In 1989, the Association spent NOK 106 million on market regulation
activities. Funding was provided through producer levies and contributions
via the Agricultural Agreement. Export subsidies on eggs, which totalled
NOK 53 million, were wholly financed by producer levies. The Association
estimates that the costs to egg producers of the disposal of surplus
production amounted to NOK 60,000 per man-year in 1989. For poultry
producers, the estimated costs reached NOK 45,000 per man-year.

488. Norway has to some extent been able to restrict poultry production
through the Act relating to regulation of occupational animal husbandry
(13 June 1975 No. 46). The Act limited the size of new production units to

500 piss, 35,000 chicken for slaughter and 2,000 laying hens. or 6,000

44The targeted average wholesale price for eggs (class A. weighing more than 50
grammes) was NOK 18.55 per kC in the Agricultural Agreement for 1990-91.
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turkeys for slaughter.45 Turkey production has been limited to 6,000
turkeys for slaughter since 1981. Supply management schemes have
principally aimed at limiting the output of larger production units. The
OECD Secretariat has observed that in this way supply control measures have
simultaneously restricted the improvement of the farm structure and impeded
the development of efficient farming.46

489. Producer prices for wool are guaranteed through the Agricultural
Agreement. Domestic producers of wool currently receive an average price of
NOK 49 per kg. The Agricultural Agreement for 1990-91 allocates
NOK 210.7 million in support to wool production. The allocation also
covers administration expenses.

490. Domestic sales of wool have been regulated by an agreement between
the Norwegian Farmer's Meat Marketing Organization and ten producers of
wool products since 1953. The processors have committed themselves not 'o
import wool as long as the producer co-operative is able to provide
Norwegian wool of similar quality at competitive prices. The price paid by
processors is generally equal to the (hypothetical) price of imported wool
of same quality. The producer co-operative earned almost NOK 50 million
from exports of wool in 1989.

(iv) Oilseeds, fats and oils and their products (Table AV.4)

491. No tariffs are applied on imports of oilseeds and oilcake and other
residues, but all such products destined for animal feeds are subject to
the import monopoly of the Norwegian Grain Corporation. The domestic price
for oilseeds is established in $-he Agricultural Agreement. Producers also
receive a regionally differentiated production subsidy. The upper limit,
but not a formal quota, on the annual production of oilseeds is apparently
25,000 to-nes.

492. A/S Denofa Lilleborg Fabrikker is the only Norwegian producer of
edible oil and fats and has a market share of 80 to 90 per cent of fats and
edible oils in Norway. The company exports around 40 per cent of its

45The objective has been to preserve such production for family farming enterprises and
advance regional and income objectives.

46See the OECD country study on Norway, page 52. The Norwegian Price Directorate has
argued in favour of abolishing the limits on the size of production units. The agency
advocates regulation of production through taxation, for example a levy per animal. Support
to small production units could be provided by direct transfers or reduced taxation. The
environment could be protected by specific limits on pollution from animal production.

47By comparison, the United States' price support level for wool will be set at
US$1.88 per pound for 1991 (Wool Record, March 1991).
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production of fats. Prices on raw fats for the margarine industry are
regulated by the price authorities.

493. The Norwegian Dairies Association (Norske Meierier) recently built a
processing plant in Oslo, intending to transform surplus milk fats held by
it into edible oils. Such transformation would not be profitable unless
the Dairies Association uses a very low internal transfer price for the
input. Moreover, the output would compete directly with Denofa Lilleborg's
production of coconut. oil, some 6.000 tonnes annually. The company
therefore protested to the authorities, arguing that the price on milk fats
should reflect its opportunity cost, for example the minimum export price.
on butter agreed under the International Dairy Arrangement, currently
around NOK 8 Der kg. The Ministry of Agriculture has apparently supported
this line of reasoning. Tn June 1991, the Parliament decided that the
calculation prices for butter in this production line should not be set
below the Norwegian minimum export price following GATT rules.

494. The Norwegian margarine industry is protected by high tariffs.
Imported margarine, including imports from the EC and EFTA, is subject to a
tariff of 25 per cent. Detailed coloring, marking and packaging
regulations have also limited the scope for imports.

495. The Ministry of Agriculture recently established a working group to
review laws and regulations concerning margarine products. Detailed
colouring, marking and packaging regulations, originally introduced to
protect the dairy industry from competition from margarine, eventually
mainly benefited domestic producers of fats. The Margarine Act and related
regulations were abolished on 1. July 1991. New regulations, which are to
define margarine i.n accordance with international standards
(Codex Alimentarius), are being developed.

496. Until the beginning of 1991, the Norwegian authorities regulated
prices of margarine because of the lack of domestic competition. Maximum
prices were fixed on two types of margarine produced by A/S Forma (Forenede
Margarinfabrikker A/S). The association has a 64 per cent share of the
margarine market in Norway. The ten members are obliged to sell their
production of margarine, fats and oils through A/S Forma and may not

481n early 1991, the world market price for coconut oil was about NOK 4.75 per kg. The
transformation of fats into oil is estimated to cost about NOK 2 per kg, leaving NOK 2
to 2.50 to pay for the raw materials (Nationen, 26 February 1991).

49The tariff rate is 30 per cert on liquid margarine.

50The association is obliged to report price increases four weeks in advance.
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distribute other goods which compete with these products. The members
share the margarine market through production quotas. A/S Forma also has
an agreement with Unilever which restricts competition in Norway.

497. A/S Forma recently inaugurated a new margarine factory in Fredrikstad
in Norway, raising the local production capacity by 130 per cent. More
than NOK 100 million is reported to have been spent on restructuring of the
margarine industry during the last five years. The industry hopes that the
rationalization may facilitate increased exports of Norwegian margarine.51

(v) Dairy products (Table AV.5)

498. Tariffs on milk and dairy products are, with the exception of cheese,
not bound under the GATT. In its offer in the Uruguay Round, Norway has
indicated that tariffs should remain unbound on these products. Duty-free
preferential tariff treatment is accorded to certain types of yogurt from
the EC and EFTA, and butter from EFTA partners. A partial preference on
butter is extended to Portugal.

499. In 1987, Norway had nearly 350,000 cows. The average number of cows
per holding was 12. Milk production accounts for about 30 per cent of
total gross revenue in agriculture. Norwegian farmers have an annual
production target of 1,800 million litres of milk. This quantity is more
than sufficient to cover domestic demand of milk and dairy products.

500. Norway's 30,000 milk producers are, through the ownership of 18
regional dairies, all members of the National Association of Norwegian Milk
Producers (Norske Melkeprodusenters Landsforbund), established in 1881.
The 18 dairies form the Norwegian Dairies Association (Norske Meierier).
The milk producers' association and the dairies association have a joint
administration, which is responsible for regulating the markets for milk
and dairy products. Individual dairies collect and process milk and
distribute fluid milk. The Dairies Association handles distribution of
butter and cheese and vir-ually all imports and exports of milk and dairy
products. The Dairies Association operates a pooling arrangement to
equalise producer prices paid by dairies. Storage and price adjustments
are implemented to reduce seasonal fluctuations in milk deliveries. Market
stabilization is also provided through exports.

501. The Marketing Act of 1936 authorizes the Ministry of Agriculture to
impose a tax on fresh milk and ice-cream to equalise producer prices for

51Aftenposten, 17 June 1991.
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milk irrespective of end use. This task is performed by the National
Association of Norwegian Milk Producers. The effective producer price is
a product of a complicated formula, including dairies' revenue from product
sales, dairies' costs, market regulation costs, pooled subsidies and
regionally and quantitatively differentiated deficiency payments. Prices
listed in the Agricultural Agreement for skim, low fat and whole milk,
cream, cheese, butter, yogurt and other dairy products are maximum
wholesale prices.

502. Norwegian milk production is heavily assisted. The producer subsidy
equivalent for 1988, calculated by the OECD Secretariat, amounted to

NOK 8.4 billion, nearly half the total estimated assistance to Norwegian
agriculture. The main subsidies given to milk production (in 1990-91) are
base deficiency payments, regionally differentiated deficiency payments,
deficiency payments graduated according to the size of deliveries to
dairies (altogether NOK 3 439 million) and a subsidy given to regional
dairies (NOK 110 million). In addition, a "consumer" subsidy is granted
in order to reduce the retail price of milk and dairy products. This
subsidy has been reduced gradually since 1981. The budget allocation for
1990 was NOK 830 million.

503. Surplus milk production led to the introduction of a dual price
scheme in 1977. Farmers reducing production were paid a higher price than
farmers expanding output. The scheme was replaced by the current system of
production quotas in 1983. The basic quota was generally determined by the
farmer's average delivery during the previous three years. The authorities
established quotas for new producers and processed applications for
increased quotas. The total basic quota increased from 1,993 million
litres in 1983 to 2,042 million litres in 1988. However, the actual quota
allocated in a given year is a proportion of the basic quota. Aggregate
supply always falls short of the actual quota because of a time lag in the
transfer of quotas between farms and because many farms, particularly the
small units, are unable to fill their quotas. The projected milk
production in 1990, some 1,850 million litres, was nevertheless
substantially more - in the order of 10 to 20 per cent - than domestic
demand.

52
Today, all milk producers are numbers of this association.

53For the regionally differentiated deficiency payments, Norway is divided into 11
zones. The subsidy varies from zero (in the South-West) to NOK 1.76 per litre (in the North
East). The subsidy graduated by size of milk deliveries was partly decoupled from actual
production from 1 July 1990. Instead of a subsidy per litre of milk, the payment is now a
fixed amount per farm, graduated by the farms' total annual deliveries of milk.
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504. Due to increasing milk production in the first half of 1990 the
Ministry of Agriculture, in consultation with the farmers' organizations,
decided to reduce the actual milk quotas by 3 per cent. However,
producers in Northern Norway have been exempted from the quota system
because of regional and social policies and low self sufficiency ratios in
milk and dairy products in this region. Further restrictions on production
have been introduced in 1991. Individual producer quotas have been reduced
by 4 percentage points and milk quotas have been reimposed in Northern
Norway.55

505. Farmers may deliver more milk than their quota entitlements, but the
dairies will pay substantially less than the assisted domestic price. In
1988, excess quota deliveries were paid NOK 0.30 per litre, while the unit
return on the quota was NOK 3.45 per litre. The authorities have so far
not made active use of the price mechanism to reduce the structural surplus
of milk.56

506. Imports of milk and dairy products are subject to licensing. In
practice, nearly all such imports are prohibited because of the domestic
supply situation. Norway and the EC have concluded an agreement concerning
reciprocal trade in cheeses within the framework of GATT. Norway has
undertaken to issue import licenses for 2,160 tonnes of EC cheese annually.
Swedish and Swiss cheeses, 120 and 14 tonnes per year respectively, are
also admitted. These imports correspond to around 5 per cent of Norwegian
consumption of cheese.

507. An import committee has been established to manage the distribution
of these quotas. The committee has five members, one from the Ministry of
Agriculture and four representatives of traders' organizations - the
Norwegian Dairies Sales Association (Norske Meieriers Salgssentral), the
Provision Wholesalers' National Association (Fetevaregrossistenes
Landsforening), the National Federation of Retail Grocers of Norway
(Dagligvareforbundet) and the Norwegian Co-operative Union and Wholesale

54Actual quotas were reduced from 97 per cent to 94 per cent of the basic quotas.

55The 1991-92 Agricultural Agreement reduces the production objective for milk from
1,800 million litres introduced in 1983) to 1,775 million litres. The reduction is to be
achieved through a decrease in the number of milk producers.

56Members of the Alstadheim Ccmmittee have concluded that the present annual milk
production capacity is 150 to 200 million litres higher than necessary to meet current and
future domestic demand for milk and dairy products. Other model simulations have indicated
that the economically optimal annual production level, given certain policy objectives (such
as minimum levels of land use and employment in rural areas and specific objectives
concerning self-sufficiency), may be between 1,400 and 1,500 million litres (R.J. Brunstad,
R. Nersten and I. Gaasland (1990), Konsekvenser for norsk jordbruk ved en nedbygging av
.jordbruksstotten og importvernet. Bergen/Oslo).
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Society (Norges kooperative Landsforening). The committee monitors import
quantities and import prices. Administration costs are covered by a fee on
cheese imports. Import licenses are only granted to importers approved by
the committee. The EC cheese quota was increased by 960 tonnes from 1989
to 1990. The committee guidelines, issued by the Ministry of Agriculture,
proposed that up to 25 tonnes of this increase could be shared among new
importers.

508. Norwegian exports of cheese are roughly ten times larger than the
corresponding imports in volume terms. Norway has been a net exporter of
butter since 1981. Current butter imports are insignificant. In recent
years, a shift in consumer demand towards consumption of low fat milk has
exacerbated the surplus production of butter and milk fat. In 1990, butter
exports reached 9,395 tonnes. The average export price was nearly
NOK 10 per kg. The maximum wholesale price in the Agricultural Agreement
is close to NOK 20 per kg.

509. Cheese exports reached 27,511 tons in 1990. The value of cheese and
butter exports amounted to NOK 640 million. Excluding 8,000 tons of
Jarlsberg cheese exported to the United States and Canada, the average
export price for other cheese was NOK 11.58 per kg. The maximum wholesale
price in the Agricultural Agreement is around NOK 40 per kg.

(vi) Cut flowers, plants, vegetable materials (Table AV.6)

510. The import regime for horticultural products, including cut flowers
and plants, has been described in the section on foodstuffs. Gartnerhallen
and the import council for potatoes, vegetables, fruit, berries, live
plants and parts of plants have important functions in regulating the
domestic market. However, the markets for flowers and plants are
administered by two additional bodies - the Central Import Agency for
Market Garden Produce and the Flower Bulb Committee including the Flower
Bulb Select Committee. Only producers and traders are represented in these
two bodies.57

511. According to the exchange of letters between Norway and the EC in
1973, Norway may not apply quantitative restrictions on imports of various

57The flower bulb committees comprise representatives of the Norwegian Growers'
Association, the Norwegian Vegetable and Flower Seeds Merchants' Association and the
Norwegian Garden Society. The central import agency represents the Norwegian Market Garden
Association, the Norwegian Nurseries' Association, the Norwegian Florists' Association and
the Norwegian Vegetable and Flower Seeds Merchants' Association.
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plants.5 However, the right to import can be restricted. In July 1989,
the Ministry of Agriculture introduced a new authorization scheme on
importers of plants. Authorised importers are wholesale enterprises with
annual sales exceeding NOK 6 million, or Norwegian retailers producing
certain quantities of plants. The regulations, introduced on short notice
(two days), quickly reduced the number of registered importers from 80
to 19.

512. The Price Directorate has reacted to the new scheme, noting that it
distorts competition and effectively creates a wedge between domestic and
world market prices for plants. For example, potted roses, bought in world
spot markets at prices as low as NOK 3, were sold to consumers for NOK 15
by some retailers. Meanwhile, the Norwegian wholesale price for potted
roses, inclusive of rebates, ranged from NOK 23 to NOK 28.

513. The first reaction of the Price Directorate did not result in any
changes in the regulations. The agency therefore raised the issue again
through the Ministry of Labour and Government Administration in 1990.
Apparently, the Ministry of Agriculture is currently in favour of revoking
the authorization scheme, leading to free imports of plants and flowers,
but not until 1994. -

(vii) Beverages and spirits (Table AV.7)

(a) Non-alcoholic beverages

514. No tariffs apply to imports of water and mineral water from EFTA.
Imports from the EC are also duty free with the exception of mineral waters
and aerated waters (NOK 0.20 per litre). The m.f.n. tariff rate on mineral
waters, including non-alcoholic wines and beers, is NOK 1 per kg.
Carbonated and non-carbonated beverages are subject to an excise tax of
NOK 0.86 per litre. The Government expects to raise NOK 340 million from
the tax on carbonated beverages in 1991. The tax on non-carbonated
beverages should gross NOK 25 million.

515. Norway has maintained an extensive recycling system for bottles and
cans for many years.60 An tax is levied on bottles and cans which are not

58Exemptions from quantitative restrictions are applied on a global basis. However,
minimum (value) annual quotas have been established for imports from the EC (see Table IV.3).

59Aftenposten, 14 March 1991.

60A Norwegian company, Tomra Systems, is a major manufacturer and exporter of bottle
reception and sorting machines.
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recognized in the recycling system. The tax rate is NOK 0.50 per unit for
non-carbonated beverages and NOK 3.50 per unit for carbonated beverages.
The bottle and can tax is expected to yield NOK 115 million and
NOK 55 million for carbonated and non-carbonated beverages, respectively,
in 1991.

(b) Beer

516. Beer imports from the EC and EFTA are duty free. The m.f.n. tariff
rate is NOK 2 per litre. Imports and wholesale distribution of foreign
beers falls under the Wine Monopoly. Imported beers account for a very
small share of Norwegian consumption of beer. According to the Price
Directorate, this is due to very strict regulations regarding beer brewing
(Purity laws), bottle size and marking. The Norwegian rules, some of which
date back to 1912, are different from those applied in neighbouring
countries. The agency has proposed that the Ministry of Finance should
review these technical regulations.

517. Norwegian breweries also produce mineral waters. The industry has
tended to follow a distinct regional pattern. An industry arrangement
limiting the sale of beer across regional borders was terminated a few
years ago. However, the possibility of increased competition between
breweries has to some extent been countered by increasing concentration
within the industry. The Price Directorate has reacted against some of
these mergers.

518. In 1989, Procordia AB's (Sweden) takeover of a regional brewery
(Hansa) was made conditional on its divestment of shares in a large
beverage and food-processing group (Nora Industrier A/S). The competition
agency also asked the Price Council to intervene against Nora Industrier's
purchase of another regional brewery (Tou). The Council followed the
agency's recommendation. However, the Council re-examined the issue and
reversed its decision in September 1990.

519. Beer is taxed at four different rates, depending on alcoholic
strength. In 1991, the Government expects to collect NOK 2.25 billion on
beer taxes. The bottle tax, NOK 3.50 per unit, should raise another
NOK 20 million.

(c) Wine and spirits

520. Imports of wine and spirits fall under the import, production and
distribution monopoly of the Wine Monopoly. Domestic production of wine
(fruit wine) is insignificant. Norwegian spirits cover about 30 per cent
of the domestic market. There are no quantitative restrictions or tariffs
on wines (and spirits) in accordance with the free trade agreement with the
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EC. However, stiff excise taxes, based on the alcoholic strength of
beverages, are expected to yield NOK 3.75 billion in government revenue in
1991. The tax on non-recycled bottles, NOK 2.50 per unit, amounts to
NOK 55 million.

(viii) Fish. shellfish and products (Table AV.8)

521. Although traditional fishing and fish farming contribute less than
1 per cent of Norwegian production and value added, the sector is
regionally important and has a fairly high share in exports. Traditional
fishing provided employment for nearly 29,000 fishermen, including 7,000 on
a part time basis, in 1989 (Table V.3). Almost half the fishermen having
fishing as sole or main occupation live in the three northernmost counties.
Including the output of the fish farming industry, Norway exported fish and
fish products worth NOK 13 billion in 1990. The EC market accounted for
more than 60 per cent of the export value. Norwegian imports of fish and
fish products amounted to NOK 1.5 billion in 1990.

522. Major catches of the traditional fishing industry are prawns, saithe,
herring, mackerel, cod, ling/blue ling, haddock, blue whiting, tusk and
sandeel (Table V.4). Earnings vary substantially due to price fluctuations
and variations in quantities caught. The total first hand value of caught
fish declined from NOK 5.8 billion in 1987 to NOK 4.7 billion in 1989.

523. The fisheries sector, in particular traditional fishing, is heavily
regulated. In addition to the government institutions such as the Ministry
of Fisheries and the Directorate of Fisheries, around 100 private
organizations, employing an estimated 1,100 people, are reportedly engaged
in administering the sector. Both the current and the former Minister of
Fisheries have argued that existing regulations are out of date and hamper
growth in the industry.61

524. The authorities began intervening in the period between the First and
Second World Wars in order to protect the interests of fishermen against
oligopolistic behaviour from fish purchasers. The first hand marketing of
winter herring came under regulation as from 1929. Difficult marketing
conditions led to similar arrangements for codfish. Basic legislation was
established through the Raw Fish Act of 1938, subsequently replaced by the
Act of 14 December 1951 relating to marketing of raw fish.

61Stavancer Aftenblad, 18 February 1991.
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525. The law covers fish (including herring, sprat and shell fish) and
parts and by-products of fish. No such raw fish may be processed, sold or
exported unless it has been sold through a fishermen's sales organization
whose by-laws have been approved by the Ministry of Fisheries.62 The sales
organizations may operate their own processing plants or arrangements for
processing and sales, including exports. Alternatively, other fish
purchasers, approved by the relevant fishermen's sales organization, may
buy fish from the organization or directly from fishermen. The sales
organizations are also authorized to prohibit or restrict fishing or direct
catches to specific destinations. Administration costs are covered by a
fee on raw fish.

526. Seven sales organizations currently exist. Norges Sildesalgslag S/L
trades in pelagic fish such as herring and mackerel. Five sales
organizations operate geographically defined monopolies on groundfish
(codfish), crustaceans and certain other species. The largest and oldest
of these enterprises, the Norwegian Raw Fish Organization (Norges
RAfisklag, established in 1938), covers the northern coast from the
province of Nordmore to the province of Finnmark.54 Finally,
Fiskeoppdretternes Salgslag A/L (1978) trades in farmed fish species, in
particular salmon and trout.

527. Minimum sales prices for raw fish are determined in negotiations
between the fishermen's sales organizations and organizations representing
other fish buyers and the fish processing industry. A sales organization
may impose a minimum price if no agreement is reached. Prices relate to
specific species, qualities and product categories. Quotations are valid
for a certain time period, and may vary from one sales organization to
another. Pelagic fish is mostly sold by auction. Other sales
organizations allow other fish purchasers to deal directly with the
fishermen, as long as the market prices are equal to, or above, the minimum
price. According to the Norwegian authorities, no government body
interferes directly in the price arrangements.

528. Trade in processed fish may be regulated by the Government in
accordance with an Act of 18 December 1970 relating to sale of fish from

62The law also covers imported live fish and fish landed in Norway by foreign fishing
vessels.

63Approvals of other purchasers are considered as acts of Government. Decisions may be
appealed to the Ministry of Fisheries.

64The four other regional monopolies are Skagerakfisk S/L (1946), Rogaland
Fiskesalgslag S/L (1947). Vest-Norges Fiskesalgslag (1947) and Sunnm~re og Romsdal
Fiskesalgslag (1945). Norges Råfisklag sold fish worth HOK 2.2 billion in 1989.
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the manufacturer (Tilvirkerloven). Fiskeprodusentenes Fellessalg A/L was
established in 1972. The company has the sale right to trade fish
products, excluding frozen fish, canned products and crustaceans, in the
area covered by Norges Råfisklag. The monopoly mainly trades in salted and
dried fish. Total sales in 1989 amounted to NOK 1.022 billion.

529. The monopoly of trade in feed concentrate, held by the Norwegian
Grain Corporation, in principle also relates to feedstuffs such as fish
meal and fish oil. However, the monopoly is not enforced when such
products are destined for the fish farming industry.

530. Export regulations were until recently based on an Act of
30 June 1955 relating to regulation and control of the production, sales
and export of fish and fish products. The provisions enabled the
Government to grant exclusive exporting rights for specific markets to
ministerially appointed export committees, exporters associations, sales
organizations or individual exporters or producers. The Government could
also regulate production and sales volume and establish minimum export
prices and other sales conditions, alternatively authorize the export
committees to decide on prices and conditions. Eleven export committees
were in operation in 1990.

531. A new law on fish exports was enacted on 27 April 1990. New export
regulations were adopted by Royal Decree on 22 March 1991. The previous
export committees are merged into one single Export Committee for Fish.65
Export authorizations will no longer depend on membership in an exporters'
association or be restricted to specific fish product categories. The
Government maintains the right to reserve certain foreign markets for
certain exporters and to fix minimum export prices and other sales
conditions. However, these practices are to be used less frequently.

532. This change in Norway's export regime is an attempt to liberalize
export operations. The decision of the EFTA Council to free intra-EFTA
trade in fish as from 1 July 1990 will also have an impact on Norwegian
policies in the fishing sector. The decision covers abolition of import
duties on fish and fish products, direct landings of fish, right of
establishment, price differentiation and State aids. All Government
support to the fishing industry not in conformity with Article 13 of the
EFTA Convention must be eliminated by 31 December 1993.

65The committee is financed by an annual charge of NOK 15,000 on all authorized
exporters and an export levy on the f.o.b. value of all fish exports. The levy is
0.1 per cent for products falling under HS Chapters 16.04 and 16.05, and 0.125 per cent for
all other products.
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533. The Ministry of Foreign Affairs has outlined a number of possible
changes in Norwegian import regulations and support schemes. Imports of
of fish and fish products are generally free of tariffs and non-tariff
measures from all sources. However, a Royal Decree of 6 June 1958
stipulates that fresh mackerel may not be imported without the consent of
the Ministry of Fisheries. Moreover, foreign fishing vessels are not
permitted to land their catches in Norway without a permit from the
Ministry of Fisheries. The EFTA liberalization scheme implies that
landings from fishing vessels originating in EFTA countries are exempted
from these regulations.

534. Certain support measures, such as general fish price support schemes,
loan support to the Herring Fund (Sildefondet), bait subsidies and
government refunds of collective insurance premiums must probably be
terminated. However, the Ministry of Foreign Affairs assumes that by
amending the price support schemes for particular species it should be
possible to redefine such support as regional measures, which are permitted
under the EFTA Convention. Norway may continue to provide investment
grants to fish farming and the fishing processing industry through the
Regional Development Fund (DU), investment grants from the National Fishery
Bank to fishing vessels in the northern province of Finnmark and credit
guarantees provided by Norges Bank to processing units and fish farms in
Northern Norway.

535. Government support to the traditional fishing industry was introduced
through an agreement between the Government and the Norwegian Fishermen's
Association (Norges Fiskarlag) in 1964. The aim of the agreement wa0 to
finance measures which could increase the profitability of the industry.
More efficient harvesting and processing techniques and lower trade costs
were supposed to make traditional fishing independent of government
support. In subsequent years, support was increased to halt migration from
scarcely populated areas in Northern and Western Norway. Details on
government support to the fishing industry for 1990 and 1991 are provided
in Table V.5. In terms of government support per man-year, aid more than
doubled from 1988 to 1990 (Table V.6).

66ct.prp. nr. 77 (1989-90).

67Price support is determined on the basis of the expected market price and the minimum
price fixed by the sales organization. For some fish species, support is reduced after a
vessel has landed a certain amount of fish in order to provide relatively more assistance to
small rather than large vessels. Transportation subsidies apply to shipments of fish from
the place of landing to the place of processing. Price and transportation support amounted
to NOK 274 million in 1989. Price support to bait and baiting stations totalled
NOK 40 million. Grants to reduce fishermen's insurance costs, limited to NOK 1,200 per man
per year in 1989, amounted to NOK 20 million.
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536. The fishing industry apparently grew steadily until 1988, when the
stock of important species, such as cod and haddock, decreased
dramatically. World-market prices for major fish products also fell.
Northern Norway has been particularly hard hit by the crisis. The decline
in fish resources has highlighted problems of overcapacity in the fishing
fleet and in certain processing industries. Current support measures
therefore focus on adjustment assistance to reduce the size of the industry
(see Chapter IV 4(i)).

537. Fish farming has been promoted as a major growth sector for many
coastal communities. The authorities have implemented a licensing system
(concessions) for fish farming in order to reserve farm ownership for local
interests. Public support has been made available through general schemes
for regional development. The farming industry has expanded particularly
fast since the mid-1970s. The first hand value of farmed fish amounted to
NOK 3.7 billion in 1989. Nearly all the output consists of salmon,
although some trout, char and cod is also farmed (Table V.3).

538. The fish farming industry is presently going through a major economic
crisis. Output has continued to expand while export markets have begun to
show signs of saturation. The fish farmers' sales organization
(Fiskeoppdretternes Salgslag A/L) implemented a freezing scheme in 1990 to
take large quantities of salmon off the market. Financial difficulties,
including a high number of bankruptcies, have drawn commercial banks closer
to the industry. Ten banks, representing more than 80 per cent of all
credits accorded to fish farms, recently agreed to finance the freezing of
30,000 tonnes of salmon for 1991 and the destruction of up to 20 million
hatched salmon. Total bank credits to the freezing scheme are expected to
amount to NOK 2 billion for 1990 and 1991.68

539. The Norwegian Parliament recently decided to change the legislation
for fish farming in order to strengthen the capital base of the industry.
Ownership is no longer restricted to local interests. Moreover, one owner
may control more than one fish farm.

540. Norwegian salmon exports have mainly consisted of fresh or frozen
fish, as substantial tariff escalation exists in some major export markets
(Chart V.3). Falling salmon prices have prompted anti-dumping actions in
the EC and the United States (see CIapter VI). Exports of fresh and
chilled salmon to the United States are expected to be insignificant
following the recent imposition of anti-dumping and countervailing duties.

68Dajerns Nerinesliv. 13 May 1991.
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Such exports fell from over NOK 500 million in 1989 to NOK 355 million in
1990.

Chart V.3
Norwegian imports and exports of fish
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541. The market situation in the EC is somewhat brighter. Although the
anti-dumping investigation concluded that Norwegian salmon had been dumped
in the EC, the Commission found that market conditions had changed
sufficiently not to warrant the imposition of anti-dumping measures at this
stage. More importantly, the EC appears to have pledged not to use its
anti-dumping legislation against EFTA countries once the EEA agreement
enters into force.

542. Fish and fish products have been one of the most controversial areas
in the negotiations for the European Economic Area. The EFTA countries
have sought full duty-free market access for fish and fish products
throughout the EEA. The EC, mainly on the insistence of Spain, demands
increased access to EFTA fish resources in return for duty free access for
fish products on the EC market. Norway has concluded agreements
regarding reciprocal fishing rights with the European Communities, the
Soviet Union, the Faroe Islands and Iceland.70

543. Norway is also pursuing free trade in fish and fish products in the
Uruguay Round by, inter alia, supporting the "zero-zero" option proposed by
the United States and Canada.

(ix) Tobacco (Table AV.6)

544. Unprocessed tobacco enters free of duty. Imports of tobacco leaves
other than by registered manufacturers must be reported to the Directorate
of Customs and Excise. Tobacco products from EFTA countries enter free of
duty. Processed tobacco from other sources face specific duties ranging
from NOK 9 to NOK 17 per kg depending on the type of product. In ad
valorem terms, these are some of the highest rates (up to 50 per cent) in
the Norwegian customs tariff. Duty collected on tobacco products amounted
to NOK 6.2 million in 1990. However, excise taxes on tobacco are
considerably higher. Tobacco taxes are projected to raise NOK 4 billion in
government revenue in 1991.

69Norwegian exporters currently face EC tariffs up to 30 per cent on processed fish.
In 1990, around 85 per cent of the NOK 2 billion of fish exports to Denmark consisted of
fresh and frozen fish. Most of the fish was processed in Denmark and exported to other EC
countries.

70The agreements with the Soviet Union and the EC contain provisions relating to
co-operation on management of joint fish stocks in the Barents Sea and the North Sea
respectively. Other agreements provide access to Norwegian waters for fishing vessels from
Sweden, Finland and Poland.

71Extracts and essences of tobacco are duty free. As regards processed tobacco,
imports from Portugal are dutiable at 70 per cent of the m.f.n. rate; to be increased to
100 per cent as from l January 1993.
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545. The tax rate on cigars is NOK 0.431 per gramme net weight (including
cigar holder). Taxes on cigarettes depend on cigarette length and
circumference, ranging from NOK 83.25 to NOK 176.10 per 100 cigarettes.
Pipe tobacco and cut chewing tobacco are taxed at NOK 20.90 per 50 grammes
net weight. For ordinary chewing tobacco, the tax rate is NOK 0.223 per
gramme net. Snuff is taxed at NOK 11.15 per 50 grammes net. Finally, a
tax on cigarette paper and cigarette casings amounts to NOK 0.636 per 50
pieces.

546. Government policy is to discourage smoking through the enforcement of
non-smoking zones, health warnings, a ban on tobacco advertising, taxation
and other means.

547. One Norwegian manufacturer (J.L. Tiedemanns Tobaksfabrik) covers more
than 80 per cent of the Norwegian market for tobacco products. Seeing
limited growth potential in this area, the company has for some time been
diversifying into other products such as sports goods, packaging materials
and farmed salmon. Non-tobacco activities comprised almost 40 per cent of
total group turnover in 1990. 7

(3) Industry

548. In contrast to agriculture, the Norwegian import regime for
industrial goods is generally quite open. Import licenses, administered by
the Ministry of Foreign Affairs, mainly cover textiles and clothing. The
textile regime has undergone substantial liberalization over the last two
years.

549. M.f.n. tariffs are mostly low, the simple average tariff being
5.9 per cent (3.6 per cent weighted). However, in some sectors - chemicals
and plastics, textiles and clothing, and some items of footwear -

relatively high tariffs and preferential arrangements cause a certain level
of tariff escalation and discrimination among exporters. Imports from the
EC and EFTA partners enter duty free, and most exports of developing
countries are covered by the Norwegian GSP scheme, with the exception of
textiles, clothing and footwear.

550. A notable feature of the Norwegian economy over the last fifteen
years has been the relative decline of the manufacturing sector

72Filters, if any, are included in the length of the cigarettes.

73Nationen, 25 May 1991.
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(Table V.7).74 The strongest decline has been in import-competing
industries such as textiles and clothing, footwear, wood and wood products,
machinery, electrical apparatus and shipbuilding (Chart V.4). The only
export-competing manufacturing sector to have increased its share of
Norway's GDP in recent years is non-ferrous metals.

Chart V.4
The composition of Norway's manufacturing sector,
1975 and 1990
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Source: GATT Secretariat estimates based on information from the Central
Bureau of Statistics, Oslo.

551. Government aid to industries is relatively high compared to other
OECD countries. According to the Ministry of Finance, the assistance
elements of various schemes amounted to NOK 5.2 billion in 1990. Some of
the sector-specific supports, for example to textiles, have been
terminated. The Government has recently divested most of its interests in
steelmaking, a major loss-making operation. Support to shipbuilding is
also intended to be phased out. Schemes which relate to research and
development and regional policy objectives are generally not sector
specific.

552. Trade in all manufactured products among EFTA countries, and between
EFTA and the EC, is already duty free. The effect of European integration

74Manufacturing and mining industries employed 296,000 workers in 1989, 22,000 less
than in the previous year.
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on Norwegian manufacturing has been the subject of many reports. A recent
study identifies 18 sectors as sensitive to increased competition as a
result of liberalization of non-tariff barriers and other regulations.
These industries accounted for 20.2 per cent of industrial employment and
21.6 per cent of value added in manufacturing in 1987. Included on the
sensitive list are the pharmaceutical industry, boilermaking, agricultural
machinery, certain machinery and equipment, wires and cables,
telecommunications shipbuilding, the food and beverage industry and toys
and sports goods.

(i) Coal, petroleum, natural gas (Table AV.9)

(a) Coal

553. Norway's production and consumption of coal is insignificant compared
to many countries in the EC. Norway mined 303,000 tonnes of coal in
1990. The coal and coke is mainly consumed by industries. The coal
mines are located at Spitsbergen, an ar hipelago in the extreme North. The
mining company, Store Norske Spitsbergen Kulkompani A/S, is wholly-owned by
the State. Production is not profitable.

554. The enterprise, which provided employment for 402 workers in 1989, is
considered to be of vital importance for maintaining a Norwegian settlement
(1,400 inhabitants) on the islands. The company has, however, reduced
staff by 50 per cent since 1986. Tourism, which was previously
discouraged, is apparently to be developed in order to provide a broader
employment base for the population of this Arctic region.

(b) Petroleum and natural gas

555. Norway proclaimed sovereignty over the Norwegian Continental Shelf
regarding exploration for and production of undersea natural resources in
May 1963. Norway signed delimitation agreements in the North Sea,
following the median line principle, with the United Kingdom and Denmark in

75R. Golombek (1991), The impact of 1992 on Norwegian manufacturing industries, Oslo.
The methodology used relies on import penetration rates and the identification of trade
barriers between Norway and the EC.

76The study assumes that the food and beverage industry, which covers the main barriers
to trade, will not be much affected by the outcome of the EEA negotiations.

77Production fluctuated substantially during the 1980s, from a high of 507.000 tonnes
in 1985 to a low of 263,717 tonnes in 1988.

78The Soviet Union also operates coal mines on the main island. Some 2,500 Soviet
citizens live in two communities, Barentsburg and Pyramiden.
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1965. In the Barents Sea, delimitation line negotiations between Norway
and the Soviet Union have continued since 1977.

556. Norway introduced a discretionary award system for exploration and
production licences. The Norwegian part of the North Sea south of 62CN was
divided into 36 fields, each consisting of 12 blocks. The first licensing
round was announced in April 1965. The first well drilled in 1966 was dry.
The first field (Cod) was discovered in June 1968, and Ekofisk, discovered
in December 1969, turned out to be a large field. As further discoveries
indicated the potential of substantial wealth underneath the seabed,
policies concerning more direct involvement of the Norwegian State were
developed. Den norske stats oljeselskap a.s (Statoil), established in 1972
and wholly State-owned, was to be given a leading rôle in exploration and
production in the Norwegian sector. The industrial group Norsk Hydro, in
which the State currently has a 51 per cent stake, would also be given
preferential treatment. Norwegian private investors were encouraged to
form a third oil company (Sagapart, later Saga Petroleum A/S).79

557. As from the award of Statfjord (a major oil field) in 1973, State
participation through Statoil was set to at least 50 per cent within each
partnership. In addition, substantial shares are often awarded to the
other Norwegian partners. Norwegian subsidiaries of foreign oil companies
usually hold a 20 to 50 per cent share of the partnerships. 1 In 1989, the
Parliamentapproved that State participation may be less than 50 per cent
in certain blocks.

558. North Sea oil production began in 1971 when the Ekofisk field went on
stream. Production was at a low level until an oil pipeline to the United
Kingdom was opened in 1975. Oil production at Ekofisk peaked in 1980, but
total oil production rose as Statfjord had come on stream in late 1979
(Chart V.5). Norwegian oil production rose steadily throughout the 1980s.

79A 20 per cent share of Saga Petroleum was opened for foreign investors. This stake
was purchased by Volvo of Sweden. Other foreign investors were admitted from the mid-1980s.
as the share reserved for Norwegian citizens was reduced. Foreigners may currently own up to
49 per cent of the share capital of Saga Petroleum. Volvo is currently reducing its
involvement in non-automotive activities, and sold 12.5 per cent of Saga's shares to Statoil
in June 1991.

80In the case of large discoveries, Statoil's share could be increased further (the
sliding scale). The policy of using Statoil as the State instrument was changed in 1985.
Since then, State participation in the petroleum sector has been split in a share awarded to
Statoil (usually 20 per cent) and a share owned directly by the State itself (30 per cent).

81Foreign ownership is substantial (80 to 90 per cent) in blocks awarded in the early
licensing rounds. Examples are fields such as Ekofisk, Va'hall and Ula. On the other hand,
a very promising field (Gullfaks) was awarded exclusively to the three domestic companies in
1978. Partnerships in transportation systems generally reflect the ownership structure of
the fields to which the pipelines are linked.
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A major production increase occurred in 1989 when oil began to flow from
platforms at the Oseberg and Gullfaks fields. The market for Norwegian
crude oil is generally restricted to the North Atlantic Basin due to
transportation costs.

Chart V.5
Norwegian production of crude oil and
natural gas, 1971-90

100

80

60

40

20

Million metric tonnes

0 6 :
71 72 73

35

30

26

20

16

10

5

74 75 76 77 78 79 80 81 82 83 84 85 86 87 88 89 90

Crude oil production oll7¶-90/24.6.91/sg

Billion standard cubic metres

0 '
v

71 72 73 74 75 76 77 78 79 80 81 82 83 84 85 86 87 88 89 90

Natural gas production ga&71-s9/24.6.91/ag

Source: Central Bureau of Statistics, Oslo.



C/RM/S/16A
Page 150

559. Production of natural gas, from Ekofisk and Frigg, began in 1977.
Production reached 26 billion cubic metres in 1980, and has remained close
to that level since. The gas is sold on long-term take-or-pay contracts to
distributors in the United Kingdom, Germany, France, the Netherlands and
Belgium. Gas prices are indexed to prices of alternative fuels, mainly
heavy end light heating oil. Sales negotiations are the responsibility of
the oil companies, and are handled by the Gas Negotiating Committee

83(GFU). The agreements are formally approved by the Ministry of Petroleum
and Energy.

560. In 1991, Norway is expected to become the largest single exporter of
crude oil outside of OPEC. Crude oil represents around three-quarters of
current Norwegian output of petroleum. Oil production is expected to
continue to rise, reaching some 2.15 million barrels per day by 1995-96.
Development of gas fields, in particular Troll, the world's largest
offshore gas field, will raise production of natural gas significantly
towards the end of the century. Export volumes of natural gas are expected
to double within the next 10 to 20 years.

561. The petroleum sector has played an important rôle in the Norwegian
economy for many years. In 1989, exports of crude oil and natural gas
represented 28 per cent of total value of Norwegian exports of goods and
services. The value added in oil extraction and pipeline transport
accounted for 12 per cent of Norway's GDP. Net demand by petroleum
activities from the mainland economy was estimated to equal 6 per cent of
GDP. The net cash flow to the central government amounted to
NOK 14.7 billion, or 5 per cent of total government revenue.

562. Government revenue from petroleum is particularly sensitive to
changes in oil prices. Government tax receipts from petroleum activities
fell from NOK 50.5 billion in 1985 to NOK 18 billion in 1986 due to the
sharp fall in the price of oil. The Norwegian Government decided to

82The buyers have committed themselves to purchase specific annual volumes of gas, and
must offer compensation if actual purchases fall short of the obligations.

83The members of the GFU (Gassforhandlingsutvalget) are the three Norwegian companies
Statoil, Norsk Hydro and Saga Petroleum.

84The State Petroleum Fund came into existence on 1 January 1991. The net government
cash flow from petroleum is channeled into the fund. One objective is to make the current
expenditure of income from a non-renewable resource more transparent. It is hoped that the
Fund may contribute to increased fiscal discipline in the long term.

85However, direct employment offshore represents no more than 1 per cent of total
employment in Norway.
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contribute to OPEC efforts to stabilize the market. An extraordinary
build-up of State emergency stocks reduced Norwegian export volumes by
10 per cent in November and December 1986. Oil production was reduced by
7.5 per cent in relation to approved production programmes between February
1987 and December 1989. The restriction was relaxed (5 per cent) for the
first half of 1990 and abolished for the second half of the year as market
conditions improved. Norway does not restrict petroleum output et present.

563. The Norwegian petroleum sector is subject to certain sector-specific
levies and taxes. The petroleum tax system is designed to give the
Government a share as large as possible of the oil rent while at the same
time encouraging the development of fields that are profitable on a pre-tax
basis. The system was last changed in 1986. The objective was to counter
the negative effect of falling oil prices on companies' interest in
offshore exploration and development. The general tax rate was reduced,
and investment benefited from rules allowing depreciation to start in the
year of investment rather than in the first year of production. In
addition, a new deduction based on gross production reduced the tax base
for the Special Tax (30 per cent) on the profits of petroleum companies.

564. The petroleum tax system will be affected by Norway's current tax
reform (see Chapter IV 4 (iii)). In general, tax rates are reduced but
government revenue is maintained by broadening the tax base. Special
measures will be applied to the petroleum sector in order to neutralize the
effect of lower tax rates because of difficulties in increasing the tax
base in this area. Changes in the petroleum tax system will enter into
effect on 1 January 1992.

565. Government policies aim at a high share of Norwegian supplies of
goods and services to the petroleum sector. Investment in the Norwegian
offshore sector is substantial. At the end of 1990, accumulated
investments amounted to NOK 395 billion in current kroner (NOK 535 billion
valued in 1990-kroner).88 The authorities to some extent take into account

86The licensees of a field must submit a development plan to the Ministry of Petroleum
and Energy before any petroleum deposit can be developed. The Ministry also approves a
long-term production programme for the field. These approvals are usually given several
years in advance of production start-up since the construction and installation of offshore
platforms is a lengthy operation. The Ministry therefore controls output in the short term
by approving production levels for individual fields on a six-mcnthly basis. Oil companies
prefer high capacity utilization once a field comes on stream in order to recover the
significant investment costs as quickly as possible.

87The Ministry of Finance has recently published a summary in English entitled "The
Norwegian Tax Reform 1992".

88The largest investments (in current kroner) have been incurred in the development of
Ekofisk (NOK 66.2 billion), Statfjord (NOK 64 billion) and Gullfaks (NOK 54.5 billion).
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the capacity utilization of domestic supply industries when development
plans for new fields are approved.

566. The principles to be followed in offshore procurement have been
established on the basis of the Petroleum Act. Norwegian enterprises are
to be afforded genuine opportunities to compete for contracts and are to be
preferred whenever they are competitive in terms of price, quality and
efficiency.

567. Petroleum companies must report all contracts worth more than
NOK 1 million, including a list of bidders and a justification for the
selection of the successful bidder, to the Ministry of Petroleum and
Energy. Norwegian industries must be kept informed about upcoming tenders.
All tendering documents must be available in Norwegian or in English and be
based on Norwegian legislation. Finally, but perhaps most important,
petroleum companies' relationship with Norwegian industries is taken into
account when future offshore licences are awarded.

568. According to the Ministry of Industry, the procurement policy has
contributed to a fairly high share of domestic supplies (50 to 60 per cent)
to the Norwegian petroleum sector. This share has been stable in recent
years. On the other hand, Norwegian suppliers' exports of such goods and
services are negligible, with the exception of certain maritime services
and specialized equipment.90

569. Government policies also attempt to promote the development of
Norwegian petroleum know-how. It is a stated objective to maintain three
large and independent Norwegian petroleum companies. Research and
development programmes related to offshore technology are a high priority
area. Foreign oil companies are encouraged to conclude "goodwill"
agreements and industrial co-operation arrangements with Norwegian
industries. The foreign petroleum companies should also ensure that
50 per cent of research related to specific field development is carried
out in Norway.

570. Norwegian research institutions receive around NOK 340 million
annually from the petroleum industry through technology-related agreements.
Industrial co-operation arrangements provide some NOK 150 million to

89White paper to Parliament, St. meld. No 53 (1988-89).

90Maritime services are specifically excluded from the preferential provisions of the
Petroleum Act.
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Norwegian industries and research projects. The effect of the 50-per cent
rule appears to be more limited.91

571. In the light of the experience with this policy, the Norwegian
authorities have stressed that the petroleum industry should consider such
arrangements as independent, profitable investments. Focus is not on the
amount of money transferred to Norwegian interests, but on the results of
such co-operation in terms of new and viable products.

(c) Petroleum products

572. Norway has three petroleum refineries. North Sea oil provides
90 per cent of the raw material. Half the output is consumed in Norway,
the rest is exported to other countries in Northern Europe and the United
States.

573. The total annual refining capacity is around 14 million tonnes. The
largest refinery (Mongstad), which is owned by Statoil, represents half the
Norwegian capacity. The refinery was reopened in late 1989 after the
completion of a major extension and modernization programme. The two
other refineries are owned by multinational oil companies. According to
the Norwegian Ministry of Industry, there are currently no further plans to
expand the Norwegian oil refining industry.

574. Excise taxes are applied on domestic consumption of petroleum
products. The tax rate for unleaded petrol is NOK 3.28 per litre and
NOK 3.81 for petrol containing lead. These rates include a carbon dioxide
tax, NOK 0.60 per litre, introduced in January 1991. Projected government
revenue from the petrol tax in 1991 is NOK 8.3 billion, over 5 per cent of
total government revenue.

575. Excise taxes on mineral oil and lubricating oil are expected to yield
an additional NOK 2.24 billion (1.4 per cent of total government revenue).
This includes a carbon dioxide tax, NOK 0.30 per litre, and an additional
sulphur tax on mineral oils. Fishing boats and ships transporting goods
and passengers may be exempted from some of the excise taxes on fuels.

91White paper, op.cit.

92Construction was plagued by substantial cost overruns. The Mongstad refinery
apparently operated with a loss in 1990, despite a substantial write-off on the investment
and high product prices towards the end of the year due to the Gulf Crisis.
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(ii) Ores and metals (Table AV.10)

(a) Ores and concentrates

576. Minerals extracted in Norway include iron ore concentrates, copper
pyrite and concentrates, iron pyrites, zinc and lead concentrates, nickel
ore concentrates and titanium ore. The Norwegian iron and steel industry
is based on domestic ores. Magnesium production receives 70 per cent of
its raw materials from Norwegian mines. The production of most other
metals is based exclusively or predominantly on imported metal ores.

577. The large aluminium industry is based on imports of aluminium oxide
(import value NOK 3 billion in 1989). Ore used by the ferro-alloys
industry is also imported. Norwegian nickel production is based
exclusively on imported raw materials. Nickel ore concentrates produced in
Northern Norway are exported to Finland. Norwegian mines supply
16 per cent of the raw materials used in domestic production of zinc.

578. Ores and metal waste enter Norway duty free from all sources. Export
restrictions are imposed on scrap metals.

(b) Iron and steel

579. A major share of State aid to manufacturing has been allocated to the
iron and steel industry in recent years. The industry's concentration in
Northern Norway and its vital importance to two local communities have been
major reasons for the continued support.

580. A/S Sydvaranger was established as a private company in 1906. Its
main activity is to extract and process iron ores in South Varanger, a
community close to the border with the Soviet Union. The processing and
port facilities are located in the town of Kirkenes. Iron ore is extracted
from surface mines at Bjornevatn, 8 km south of Kirkenes. The company
exports 92 per cent of its production, mainly to the United Kingdom and
Germany.

581. The production facilities were completely destroyed towards the end
of the Second World War. The reconstruction was mainly financed by the
Norwegian Government. As a result, the State became majority shareholder.
A/S Sydvaranger was sufficiently profitable to pay dividends from 1955 lo
1975. Subsequently, the company was seriously affected by the worldwide
crisis in the iron and steel industry and rising production costs.

582. The company has reduced the staff in South Varanger from more than
1,200 in 1980 to around 700 at present. However, production costs rose by
120 per cent in nominal terms from 1975 tu 1989, mainly because of higher
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extraction costs in the mines at Bjornevatn. Over the same period, nominal
(kroner) product prices increased by 45 per cent.

583. AMS Sydvaranger has received substantial annual transfers from the
Government since 1977. Total support amounted to NOK 3.2 billion from
1977 to 1990. However, of this transfer, NOK 510 million is directly
related to an unsuccessful investment in Germany (Norddeutsche Ferrowerke
GmbH in Emden) and another NOK 145 million concern other subsidiaries in
Norway.

584. Employment at A/S Sydvaranger will be reduced gradually in the years
to come. Reserves of iron ore in existing surface mines are expected to
last until 1996/97. Sub-surface reserves are available, but extraction is
not likely to be profitable. Since 1986, the local authorities have
received NOK 67.5 million for the restructuring of economic activities in
the area. The former coalition Government presented a proposal to the
Parliament concerning further restructuring in the South Varanger community
in June 1990. In June 1991, the Parliament gave its consent to the
Government's plans for further restructuring in the community.

585. A/S Norsk Jernverk was established by the Parliament as a wholly
State-owned company in 1946 in order to develop the "strategic- iron and
steel industry. The iron- and steelworks, located at Mo i Rana near the
Arctic Circle, began production in 1955. A State-owned mining company
(Rana Gruber), extracting iron ores in the same area was merged with Norsk
Jernverk in 196g.. The industry transformed Rana from a rural community
into a township with 26,000 inhabitants. Profitability, however, turned
out to be difficult to achieve.

586. In June 1984, the Parliament adopted a plan intended to make Norsk
Jernverk AS profitable from 1987. The Parliament authorized the purchase
of a 49 per cent stake in a Norwegian wholesaler of steel products
(Norsk St&1 AS) and a co-operation arrangement with the Elkem Group in
1985. Elkem obtained 20 per cent of the shares in Norsk Jernverk as a
result of the agreement. The profitability strategy did not develop as
planned and was aborted in 1986.

587. A new restructuring plan was adopted by the Parliament in June 1988.
Government support to the restructuring amounted to NOK 1,165 million for

93A/S Sydvaranger has been predominantly State-owned since 1981, when a rights issue
raised the Government's share from 51 per cent to the current 87.45 per cent. The other
shares are owned by some 2,800 private shareholders. The shares are quoted on the
Oslo Stock Exchange.
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1988 and 1989. A major part of production facilities in Mo i Rana and in
Oslo were closed during 1989. The closures have reduced the Norwegian
production capacity of crude steel by 50 per cent. The capacity is now
based entirely on scrap as raw material. The Rana iron mine exports all
its production.

588. The Parliament has authorized the use of NOK 500 million to support
investments which provide new employment in the Rana community. Most of
the funds are channelled through the Regional Development Fund and two
local venture enterprises (Rana Invest and Rana Utviklingsselskap). In
addition, electricity previously used by the ore-based steelmaking unit is
still available on favourable terms for new projects. The Parliament has
also supported the Government's decision to increase public sector
employment in Rana. This has for the most part been achieved by
establishing new public entities serving the whole country.

589. The remaining production of iron and steel products has been
reorganized into a new company - Norsk Jern Holding (NJH). The Elkem Group
has been the major shareholder, 45 r-r cent for which it paid
NOK 270 million, since 1 July 1990. State participation has been reduced
to 20 per cent. The remaining 35 per cent of the shares were bought by a
group of private investors (banks, insurance companies and investment
funds) in September 1990. 9

590. NJH is expected to be profitable and no further State aid is foreseen
at this stage. The Government's share in NJH is apparently to be reduced
to zero. According to the Government proposal submitted to the Parliament,
the intention is to integrate NJH with one or several producers in other
Nordic countries in order to establish a competitive Nordic producer of
long-rolled steel products.96

591. Unworked iron and steel is imported duty free from all sources.
M.f.n. tariffs escalate by stage of processing, with duties on
semi-manufactures rising to 15 per cent and those on metal manufactures to
25 per cent (on cutlery). With free trade among EFTA and EC countries,
these sources account for more than 90 per cent of Norway's imports of iron
and steel. Export licensing of scrap iron is managed in such a way that

94Total transfers to Norsk Jernverk since 1946 amount to more than NOK 6 billion.

95The group consists of Den norske Bdnk (8.3 per cent); K-Holding, Storebrand/UNI.
Vesta Skadeforsikring and Vital Forsikring (all 5 per cent each); Aksjefondet Avanse
(3.3 per cent); Norsk Verdipapirfond (1.7 per cent,; and Foreiedegruppen (1.7 per cent).

96St. prp. No. 103 (1989-90). Privatisering av Norsk Jern Holding-konsernet.
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licenses are not issued if the scrap can be used by a Norwegian producer in
need of scrap. More than half the scrap iron sold in Norway is handled by
A/L StAlverkenes Skrapjernskontor.

(X) Ferro-alloys

592. The main products of the Norwegian ferro-alloy industry are
ferromanganese (FeMn), ferrosilicon (FeSi) and siliconmanganese (SiMn).
Total production was 778,000 tonnes in 1987. The Norwegian industry holds
a share of 20 to 30 per cent of the market for ferro-alloys in Western
Europe and North America.

593. Ferro-alloys atre produced at 14 works in Norway. Eight of these
works are owned by one company (Elkem A/S). The overall production
capacity and the ownership structure have remained fairly stable during the
last ten years. However, the degree of processing and specialization has
increased markedly. Norwegw.an producers are the world's only suppliers of
certain alloys. For some of the other manufactured ferro-alloys the
industry has no more than 4 to 5 real competitors worldwide. Product
prices for manufactured alloys are higher and more stable than prices for
standard ferro-alloys.

594. World market prices for ferro-alloys weakened during 1990 due to
increased sales of low-priced alloys from Eastern Europe, Brazil and China.
These exporters were able to undercut Elkem's selling prices in the EC
since Elkem is bound by a minimum price agreement resulting from an
anti-dumping investigation by the EC Commission. Producers in the Soviet
Union apparently signed a minimum price agreement with the EC in January
1991. Anti-dumping duties have been imposed on Chinese and Brazilian
exports of silicon metal to the United States. However, low-priced exports
from China to Japan are reported to be increasing.

595. The outlook for the industry is uncertain. The industry is
particularly sensitive to changes in energy prices and the market situation
for the world steel industry. Independent forecasters suggest that the
Norwegian ferro-alloy industry will maintain its current share of the world
market.

97Elkem also produces aluminium and sells processing technology and equipment. The
company has production facilities in the United States and Canada, and interests in
processing plants in Italy, Iceland and Brazil. Elkem has sales offices all over the world.
Group turnover in 1989 amounted to more than NOK 10 billion.
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(d) Aluminium

596. Norway is the world's sixth largest producer of primary aluminium
after the United States, the Soviet Union, Canada, Australia and Brazil.
Production amounted to 870,000 tonnes, 6.2 per cent of world production, in
1988. Output expanded by nearly 40 per cent from 1980 to 1988. The
industry has announced plans to increase the production capacity of primary
aluminium by another 4'.0,000 tonnes before the end of the century. Thp
realization of the programme will depend on the world market situation arid
Norwegian energy prices. The industry has carried out an extensive
programme to cut costs in the last three years.

597. Primary aliuaiinium is produced at seven locations in Norway. Four
plants, rep73log 7v per cent of the Norwegian production capacity, are
wholly owned by Norsk Hydro A/S. Another plant is jointly owned by Norsk
Hydro and Alusuisse. The other two plants belong to Elkem and Aluminium
Company of America (Alcoa). Elkem sold its 50 per cent stake in Alcoa
Nederland Holding (aluminium processing) to Alcoa for US$80 million in
March 1991. The sale apparently does not affect the co-operation between
Elkem and Alcoa in the primary aluminium plants at Lista and Mosjoen in
Norway.

598. A notable structural change in the 1980s has been the move towards
further processing. Nearly half the Norwegian production of primary
aluminium is processed into semi-manufactured products, partly in
subsidiaries of Norsk Hydro in other countries. The production of goods
made of aluminium is increasing.

599. Bauxite and primary aluminium enter Norway duty free. The main
sources are Suriname, Ireland, Australia, Jamaica and Venezuela. M.f.n.
duties of up to 9 per cent are levied on semi-manufactures. There is a
marked difference between the import sourcing of raw and semi-manufactured
products; with European free trade, over 95 per cent of aluminium
semi-manufactures come from non-m.f.n. sources.

98Norsk Hydro's share of the aluminium industry increased markedly in 1986. Hydro
acquired five extrusion plants in Europe from Alcan. In addition, the Ministry of Industry
and Norsk Hydro agreed to form a new company, Hydro Aluminium a.s. by merging Hydro's
Aluminium Division and the State-owned Ardal og Sunndal Verk. The government share in Hydro
Aluminium, originally 30 per cent, was later reduced to zero. Currently, Norsk Hydro's
aluminium division, Hydro Aluminium A/S, produces raw aluminium, aluminium profiles, alloys
and cast products. Subsidiaries in Western Europe and the United States produce or sell
aluminium and aluminium products. Hydro Aluminium turnover in 1989 was nearly
NOK 12 billion.
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Ce) Other metals

600. The only Norwegian producer of primary magnesium (Norsk Hydro) has a
plant in Norway (annual capacity 60,000 tonnes) and one in Canada
(40,000 tonnes). The Canadian plant was set into production in 1990.
There is a trend towards further processing of magnesium, particularly for
uses in the motor vehicles industry. Most of this processing is carried
out outside of Norway. Norsk Hydro has a remelting plant in Germany and
has decided to build another such plant in Canada.

601. Zinc is produced at one location by Norzink AS, jointly owned by
Boliden AB of Sweden and Rio Tinto Minerals Development Limited,
United Kingdom. Output at the Norwegian plant reached 120,000 tonnes of
zinc in 1989, of which some 85 per cent was exported. Norzink is the only
supplier of zinc and zinc alloys to the Norwegian market. In addition, the
company produces cadmium, sulphuric acid and mercury.

602. Norwegian production of nickel amounted to 52,500 tonnes, 6 per cent
of world production, in 1989. The only producer is Falconbridge Nikkelverk
A/S, a company owned by Swedish and Canadian interests. The plant also
produces sulphuric acid and refined copper and cobolt.

603. The metals division of Raufoss A/S produces various products made of
aluminium and brass. Sales amounted to NOK 327 million in 1989, of which
exports accounted for 64 per cent.

604. As with other metals, ores and unwrought products enter Norway
duty-free. Duties on semi-manufactures are generally low, ranging up to
7.7 per cent. Imports of lead, zinc and tin are minor: over 96 per cent of
imports of copper semi-manufactures come from other European sources.

605. Norway currently restricts exports of scrap of copper, altuinium and
tin. EFTA countries and the EC signed bilateral agreements concerning the
elimination of existing restrictions -on non-ferrous scrap, and a
prohibition on the introduction of new restrictions, on 26 July 1989. The
agreements entered into force on 1 January 1990.

(iii) Precious stones and precious metals (Table tV.11)

606. Makers or wholesale traders of gold, silver, enamels, tin and metal
clad with precious metals may join Norges Gullsmedforbunds
Leverandorforening. The 40 members of the association represent nearly
95 per cent of the production of gold and silverware in Norway.

607. No duties are levied on precious stones. Tariffs on articles
incorporating precious stones range up to 14 per cent. There are no
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regulations concerning exports of non-monetary gold. Exports and imports
of banknotes and coins of more than NOK 25,000 must be notified to the
Customs Administration.

(iv) Raw hides and skins, leather and furskins (Table AV.12)

608. The Norwegian Farmers' Meat Marketing Organization is the only
Norwegian importer and exporter of hides, skins and wool. In 1989, its
sales of hides and skins amounted to NOK 182 million. The export share was
close to 90 per cent.

609. Some 3,500 Norwegian fur farmers are organized in Norges
Pelsdyralslag. Most of the production (fox and mink) is sold on the world
market. The co-operative's sales amounted to NOK 275 million in 1989.
World market prices have been depressed since 1987. Temporary support to
the industry has been provided through concessional credits and
interest-free loans. The fur farmers' association is of the opinion that
government support should not be provided.

610. Raw hides and furskins are imported duty free. The simple average
m.f.n. tariff increases to 1.5 per cent on semi-manufactures and
7.6 per cent on manufactured articles. Most tariffs are specific rates.
Imports from m.f.n sources account for less than 3 per cent of total
imports within this product category. The single major imported item is
coloured bovine or equine leather, parchment dressed or prepared after
tanning, from Italy.

(v) Rubber (Table AV.12)

611. The simple average m.f.n. tariff is about 4 per cent for this product
category, with little difference between the various stages of processing.
Natural rubber is mainly imported from Malaysia, while synthetic rubber is
sourced from other European countries or the United States.

612. The most important traded rubber product is pneumatic tyres.
Norwegian importers of tyres are organized in Dekkimport~erenes Forening.
The 22 members - all permanent distributors of foreign tyre manufacturers -

represent 90 to 95 per cent of the market for imported tyres. Viking Dekk
A/S markets domestically produced tyres. The manufacturer, Viking Dekk
Produksjon A/S, is wholly owned by Nivis Tyre AB of Sweden.

613. The world tyre industry is currently going through a period of
restructuring and reductions in production capacity. The owners of the
Norwegian production unit recently decided to concentrate the production of
tyres in Sweden. In accordance with Norwegian concession laws, the foreign
owners were obliged to search for interested buyers of the enterprise.
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After a series of consultations during the spring of 1991, involving the
Ministry of Industry and Norwegian and foreign interests, it became clear
that no investors were willing to take over the production in Norway. The
Norwegian plant, which has 550 employees, will close at the end of 1991.

(vi) Wood, cork and furniture (Table AV.13)

614. Norway is a net importer of rough timber. No tariffs apply on
imports. However, phytosanitary regulations prohibit imports of species
which are considered as host plants for serious pests and diseases. in
addition , imports of coniferous timber, wood and chips from Canada, China,
Japan and the United States have been banned since 1986 (see Chapter IV).

615. Tariffs on semi-manufactured articles, manufactured goods and
furniture range up to 5 per cent. The share of m.f.n. sources is low
(under 10 per cent on wood-based panels, and only 2-3 per cent for
manufactures and furniture).

616. Policy objectives towards the forestry sector are defined in the
Forestry Act of 21 May 1965. Main goals relate to production,
afforestation and forest protection. Sustained utilization of resources
through rational tending should provide satisfactory economic results for
those engaged in forestry and ensure the efficient supply of raw materials
to processing industries. The law also stresses the importance of the
forest as a source of recreation for the public, a major element of the
natural scene, a living environment for plants and animals and an area for
hunting and fishing.

617. The Government provides administrative and guidance services (the
Forest Service) and participates in long term investment programmes on a
cost-sharing basis. Subsidies are provided for afforestation,
reforestation and construction of forest roads. Regional policy objectives
direct support towards remote regions in an early afforestation phase.
Assistance for planting is not available in central, densely forested
areas. Government aid to the forestry sector amounted to NOK 355 million
in 1990.

618. Logging currently yields an annual harvest of 12 million cubic
metres. The annual growth in forestry total stock is larger - nearly
17 million cubic metres. The deficit is partly due to a high proportion of
unprofitable low quality hardwoods in remote regions. Species are
gradually being changed through afforestation.

619. Norway exported furniture worth NOK 931.4 million in 1990. The major
export markets were Sweden, the United States, Germany and Denmark.
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However, with corresponding imports of more than NOK 3 billion, Norway is a
substantial net importer of furniture.

620. The furniture industry consists of numerous small-scale enterprises.
This tends to constrain exports, as Norwegian makers of furniture are
generally too small to effectively gain and maintain shares in major
markets. Co-ordination of sales and marketing efforts between the
manufacturers has had limited success.

621. Unauthorized copying of Norwegian furniture designs has hampered
overseas sales of the original product. The Norwegian producer of a
specially designed chair (Balans), was forced to leave the United States'
market as pirate copies from other sources undermined its market position,
and litigation costs cut deeply into profit margins.

(vii) Pulp, paper and paperboard (Table AV.14)

(a) The pulp and paper industry

622. Norwegian processing units, especially sawmills, are much smaller
than in neighbouring Sweden and Finland. Forest-to-mill transport costs
are substantially higher in Norway because of its mountainous topography.
Norway also differs with respect to forest ownership. Norwegian forest
industries own less than 5 per cent of the exploitable closed forest area.
In Sweden, processing industries are also major forest owners.

623. M.f.n. duty rates on pulp and paper range from free to 6.9 per cent.
Imports from EC and EFTA enter duty free. No other trade measures are
applied. Norway is a substantial net exporter of pulp and paper
(NOK 4.1 billion in 1990), but a net importer of paper products
(NOK 1.7 billion).

624. In 1988, the production value of the Norwegian pulp and paper
industry amounted to NOK 13.5 billion. The industry employed some
8,300 people. In 1989, the industry produced 1.8 million tonnes of paper
and paperboard, 537,000 tonnes of chemical pulp and 282,000 tonnes of
mechanical woodpulp.

625. The Norwegian industry has specialized in the production of newsprint
and magazine paper, which account for 70 per cent of the production of
paper and paperboard. The industry has moved gradually towards production
of wood-containing printing paper during the last thirty years, and the
trend is expected to continue in the 1990s. A dissolving pulp mill will be
closed in 1991, partly to secure the supply of raw material for a new
magazine paper mill, expected to come on stream in 1993.
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Saugbrugsforeningen, located in Halden near the border with Sweden, is the
sole Norwegian producer of magazine paper.

626. Production of chemical paper pulp is moving from regular ground wood
towards chemi-thermo-mechanical pulp (CTMP). An existing mill is planning
expand capacity and two other mills are considering a switch to CTMP.

627. The Norwegian pulp and paper industry has invested more than
NOK 3 'illion in environmental measures since the mid-1970s. Emissions of
polluting materials have been reduced by 80 per cent over the period.
Further Leductions are planned in emissions of suspended matter, dissolving
organic material and chl-,-,o-organic compound. In 1995, emissions of
pollutants are expected to be 90 per cent lower than in 1975.

628. Annual turnover of NOK 10 billion and 6,500 employees make Norske
Skogindustrier A.S the largest enterprise in the wood processing industry.
Main products are paper, cellulose, wood, parquet panels, particle board
and laminated boards. The company exported 69 per cent of its production
in 1989.

629. Norske Skogindustrier A.S has a major shareholding in A/S Union
(Union Co.), whose main products are newsprint and greaseproof paper. The
two companies jointly own Norsk Virke A/S, which co-ordinates purchases of
Norwegian and imported wood. Sales of newsprint and certain other products
are conducted through Nornews ANS.

(b) Printing and publishing

630. The printing industry is considered a "sheltered sector in Norwegian
economic statistics. Many Norwegian newspapers receive production support
from the Government. Eligible for support are "No. 1 papers" (the daily
newspaper with the highest number of published copies within a designated
area) with a circulation of 2,000 to 6,000 copies, and all "No. 2 papers"
(all other newspapers) which publish between 2,000 and 80,000 copies daily.
Weekly publications with a circulation of more than 1,000 copies receive a
yearly grant of minimum NOK 100,000.

631. The subsidy is a fixed amount per copy. For 1991, the Government has
allocated NOK 150.7 million for this purpose.

632. Import duties on printed matter are generally free or low, except for
printed or illustrated postcards, where the m.f.n. tariff is 15 per cent.



C/RM/S/16A
Page 164

(viii) Textiles and clothing (Table AV.15)

633. Norway's policy towards this sector has been changing in recent
years. Originally, Norway and other Nordic countries tried to maintain a
broadbased textile industry. In textile negotiations, the Nordic countries
stressed the need to keep a minimum viable level of domestic production for
national security reasons. Norway assisted its textile industry by direct
financial support and a restrictive trade regime vis-a-vis low cost
producers.

634. A readjustment programme was initiated in 1978. The programme
consisted of three elements. Grants, aimed at keeping employment stable
within the sector, were provided in order to reduce operating costs. A
total of NOK 522 million was given in grants until the scheme was
terminated in 1986. Interest rate subsidies were available for investments
in new production equipment. The scheme was abolished in 1982. The final
element, a programme aimed at the textile industry and certain other
industries, was administered by the Norwegian Industrial Fund. During the
operation of the programme (1978-1987), NOK 273 million was granted to
restructuring, development of new products and marketing. Aid to the
textiles industry was last given in 1989, when the Government provided
NOK 15 million in equity to a textile centre.

635. Norway's m.f.n. tariffs on textile and clothing products escalate
markedly by stage of processing. Most textile fibres are duty free. Yarns
bear tariffs of up to 8 per cent on wool.99 Tariffs on fabrics peak at
23 per cent, and those on clothing at 25 per cent. Imports from the EFTA
countries, the EC and the least developed countries (GSP) are duty free.
Norway's imports are mainly of clothing (65 per cent of the total).

636. Regarding trade policy, Norway participated in MFA I, but left the
MFA in 1977 as domestic producers were increasingly hurt by competition
from low priced imports. The Introduction of a global quota system was
supplemented with bilateral restraint agreements with six major suppliers.
Failing to reach an agreement with the main exporter (Hong Kong), Norway
reduced imports significantly from that source. The dispute with Hong Kong
resulted in a panel case in the GATT in 1979-80 (see Chapter VI).

637. Imports from EFTA partners were unrestricted and duty free. Tariffs
on textiles and clothing originating in the EC were gradually reduced in
accordance with the free trade agreement. However, the items subject to

99Wool production in Norway is also supported through agricultural policy.
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the longest transitional period for full elimination of tariffs (end 1983)
were mainly textiles and clothing.

638. Norway rejoined the MFA in July 1984. Restraint agreements were
concluded with 20 countries. Norway took unilateral action against
imports of bed linen from Pakistan in 1986. The matter was referred to the
Textiles Surveillance Body, which recommended that the parties should hold
further consultations (see Chapter VI).

639. The quota regime has been considerably relaxed since 1988. The
number of restrained import categories has been reduced from eight to four
for all countries. 101

640. The present Norwegian import regime for clothing thus distinguishes
between three types of sources. Items originating in the EC and EFTA enjoy
unlicensed duty free access to the Norwegian market. Exports from the
least developed countries are also unrestricted and duty free although in
principle subject to import licensing. Imports from all other countries
are licensed and face some of the highest tariffs in the Norwegian customs
tariff, ranging from 2.34 to 25 per cent. In addition, quantitative
restrictions under MFA or similar agreements apply to imports of specific
clothing categories and certain other made up articles (principally
jackets, trousers, shirts and bed linen) from 19 countries (Table V.8). In
these cases licences are issued back-to-back, matching the licence issued
by the exporting country. Other import licences are issued automatically,
but apparently maintained for reasons of statistical surveillance. 03

100Agreements were concluded with three non-MFA countries; Malta, GDR and People's
Democratic Republic of Korea.

101Category 4 (underwear) imports from Hong Kong are also subject to a quota.

102Portugal originally had duty free access as a member of EFTA. After Portugal joined
the EEC its textile exports were subject to liberal licensing until June 1989.

1030nly shirts (category 5) from Yugoslavia are subject to formal surveillance.
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Chart V.6
Norwegian imports and exports of textiles and clothing,
1985-90
NOK millions

1985 1986 1987 1988 1989

I Total ; Restrained Total
Imports M Import categories=a Exports

1990

Source: GATT Secretariat estimates based on information provided by the
Ministry of Foreign Affairs, Norway.

641. Norway is a substantial net importer of textiles (Chart V.6).
Imports reached a new high in 1987, but were subsequently negatively
influenced by the recession in the Norwegian economy. The fall in imports
was divided fairly equally between the sensitive and the unrestricted
product categories. However, much of the fall in import value can be
ascribed to a shift towards low price imports. This, in turn, has entailed
important shifts in the source of supply, including in the sensitive
products.

642. In 1985, EC countries supplied two-thirds and other EFTA countries
one fifth of Norwegian imports in tb.3 restricted product categories. Other
unrestricted suppliers held about one half per cent of the market
(Chart V.7). Since then, the EFTA share has declined markedly in all
products except underwear (category 4), where Austria is the major
supplier. The EC as a group has generally been able to maintain its share,
but supplies have increasingly come from the low cost EC producers,
principally Portugal.
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Chart V.7
Exporter's
in Norway,
NOK million

shares of restrained textile categories
1985 and 1990

1985

EC
(2607)

1990

EC
(2808)

B (18)

Restrained
producers (522)

Restrained
producers (913)

Source: GATT Secretariat estimates based on information provided by the
Ministry of Foreign Affairs, Norway.

643. Imports from restrained exporting countries have risen by 75 per cent
over the period, helped by expanding volumes and steady or increasing
product prices. The recent liberalization of imports appears not to have
led to a major increase in supplies from these exporters, except for
jumpers and sweaters (category 6) where imports grew by one third in 1990.

644. The most significant increase in imports has come from other
non-restricted producers. Turkey has expanded exports of many products.
Bangladesh has attained a major position in the Norwegian market,
particularly for shirts. In addition, imports of trousers from the
United States have risen markedly.

645. A study of the Norwegian import regime for textiles in the mid-1980s
estimated that import restrictions were costing the Norwegian consumers

EFTA
(351)

Others
(270)
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approximately NOK 2.5 billion in 1985. The share of low priced imports
was considerably lower than in Sweden and Denmark. Norwegian import prices
were also significantly higher (generally 40 to 50 per- cent on low priced
imports), including on imports from other EFTAIEC countries. The recent
liberalization of textile imports and the shift towards lower priced
imports is likely to have reduced the cost of protecLion to Norwegian
consumers.

646. The size of the domestic textile industry has declined steadily. It
employed some 10,000 persons in 1989, less than half the number of workers
a decade earlier. The remaining Norwegian textile producers mostly
concentrate on niche products such as sportswear and protective clothing.

647. The Norwegian defence forces purchase textiles worth
NOK 150-200 million annually from domestic producers. The contracts are
not open to foreign competition. Harmonization to EC directives would
probably imply that many orders would be won by other suppliers. However,
the industry association has apparently concluded that the gains from
access to other markets outweigh the loss of current preferential treatment
in defence procurement.105

648. Sleeping bags, cushions, pillows and eiderdowns from Taiwan were
subject to import licensing until 1 January 1991. Ajungilak A/S, a
manufacturer of sleeping bags, recently purchased the main Swedish producer
of the same product, Nordiske Fjleder AB. The company is one of the
leading Scandinavian makers of cushions, pillows and bed linen. Through
the takeover Ajungilak eliminated its major competitor on the Norwegian
market.106

(ix) Mineral products and fertilizers (Table AV.16)

(a) Fertilizer

649. In 1988, Norwegian consumption of fertilizer amounted to 562,560
tonnes, mainly NPK fertilizer (501,160 tonnes) and calcium nitrate (40,000
tonnes). The products are mostly sold through the Norwegian Agricultural

104Eva Lindstrdm (1987), Norqes tekopolitik och hushAllens ekonomi, Fondet for Markeds-
og Distribusjonsforskning (FMD), Oslo.

105ECON, Senter for Okonomisk analyse (1989). Konsekvenser ved norsk tilpasning
til EFs direktiver for offentlige innkjop, Oslo.

106Nationen, 27 March 1991.
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Purchasing and Marketing Co-operative (Felleskjopet). The market is
dominated by one domestic producer, Norsk Hydro A/S, which holds a market
share of around 95 per cent. Imports of NPK-fertilizer, some 30,000 to
40,000 tonnes annually, come from a plant (in Belgium) owned by the German
chemical group BASF. Minor quantities of fertilizer blends ('bulk blends")
are imported from the United Kingdom.

650. Norsk Hydro A/S is one of toe world's major producers of fertilizers.
Production units in Norway are located -.n Porsgrunn and Glomfjord. The
Porsgrunn plant is the world's largest production unit of NPK fertilizer.
In 1988, Norsk Hydro exported more than 1.3 million tons of NPK fertilizer
from Norway. The major export markets were Denmark, China, Thailand,
Germany, the United States, Sweden and countries in Latin America.

651. The major share of Norsk Hydro's production capacity is nevertheless
located outside of Norway. An expansion to other European countries,
mainly through take-overs, began in 1979. Norsk Hydro currently owns
production capacity in all major European markets. Its market share in
Europe is around 15 per cent.

652. Fertilizer prices in Western Europe fell in the second half of the
1980s because of stagnating demand and rising imports of low priced
fertilizer, mainly from Central and Eastern Europe. Increasing
concentration on the supply side has reduced the number of (West) European
producers from 35 to six or seven over the last ten years. For Norsk
Hydro, cost cutting has implied concentration of production and closure of
one production unit (at Rjukan).

653. Due to Norsk Hydro's dominant position, its sales of fertilizers and
potassium nitrate in Norway are subject to maximum prices established by
the authorities. However, when world market prices for fertilizer fell
in 1986, prices in Norway remained fairly stable. In 1990, Norwegian
fertilizer prices were 25 to 30 per cent higher than in the major European
markets.

654. No tariffs apply to imports of fertilizer. The apparent isolation of
the Norwegian market must accordingly be due to other causes. Members of

107Norsk Hydro is the sole Norwegian manufacturer of fertilizer, potassium nitrate,
urea and formic acid. Although the Government owns 51 per cent of the company's shares, it
is not involved in the management and the commercial policy of the group. Norsk Hydro may
have a price discrimination policy, as its sales conditions stipulate that the purchasers of
fertilizers are not to export the goods to other countries.
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Parliament have commented on the market situation. 8 A majority of the
members of the Standing Committee on Finance have pointed oul that foreign
producers may be disadvantaged in part by certification procedures applying
to imports. According to the Norwegian Ministry of Industry, fertilizer
regulations are based on scientific research related to the quality of
Norwegian soil.110

655. The conditions in the domestic fertilizer market have also been of
increasing concern to the Norwegian Price Directorage. A four-year
research project, commissioned by the agency in 1988, included a study of
the market for fertilizer. In addition the Price Directorate has opposed
a proposal from the Ministry of Agriculture concerning new technical
regulations on fertilizer.

656. Restrictions on the cadmium content in fertilizer are currently being
introduced in many European countries for environmental reasons. The limit
proposed by the Norwegian Ministry of Agriculture is stricter than in other
countries. Fertilizer produced in Norway contains very little cadmium.
Other European suppliers would need to change their production process to
satisfy the Norwegian requirements. They are unlikely to do so only to
satisfy the requirements of a small market such as Norway.

657. The Price Directorate accordingly opposes regulations which would
effectively preclude imports and strengthen the monopoly position of
Norsk Hydro. A specific Norwegian standard would have little practical
effect on the environment as long as low cadmium fertilizers from Norsk
Hydro continue to dominate the Norwegian market.

(b) Cement

658. Norway has had only one producer of cement since 1968, when the three
domestic producers merged into A/S Norcem. In 1987, Norcem became part of
the Aker Group. The company has two production plants in Norway, one at
Dalen in the province of Telemark, the other at Kj~psvik, a small community
in Northern Norway. Aker has recently expanded in the EC, purchasing

108The Standing Committee on Finance, s.nr.179 (1988/89).

109White paper to the Parliament No 33 (1989-90).

110Research, partly based on data from the Agricultural University of Norway, has
mainly focused on the beneficial effects of nutritive substances on the soil.

111Germany has proposed an EC limit of 172 mg per kg of phosphate. In Norway, the
proposed limit Is 100 mg from 1 January 1991 and 50 mg after 1 January 1996. Only
Switzerland appears to be considering equally strict requirements (Pristidende No 15/90).
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50 per cent of Castle Cement in the United Kingdom and 25 per cent of Cia
Valenciana de Cementos Portland S.A. in Spain. Norcem is a member of
Cembureau, an association comprising most cement producers in Western
Europe.

659. The Norwegian authorities regulate the price of cement because of the
lack of domestic competition. Low priced imports, particularly from
Eastern Europe, have largely been kept out of the Norwegian market. Norcem
has an understanding with Polish exporters that they will not accept other
orders from Norway as long as Norcem purchases a certain minimum quantity.
Following the abolition of anti-dumping duties on cement from GDR in 1985,
Norcem concluded an exclusive dealing arrangement with the East German
export organization, which has subsequently lapsed with the unification of
Germany.

660. Norcem invested NOK 188 million in the Kj~psvik plant from 1980 to
1989, of which some NOK 89 million was financed by the Regional Development
Fund. In December 1989, the Norwegian Parliament decided to support a
major modernization of the plant. The Aker Group received an investment
grant of NOK 150 million, 28 per cent of the total investment cost.

(c) Building materials

661. There are relatively few producers of materials for the construction
industry. In some cases domestic production is based on exclusive
licensing by the foreign patent owner, for example rockwool, cement
building blocks and glass wool.

(x) Chemicals, plastics, perfumery, etc. (Table AV.17)

662. Strong elements of tariff protection and discrimination exist within
this product group. Most imports (over 90 per cent) enter duty free under
preferential trade arrangements. The simple average m.f.n. rate for this
tariff study category is 6 per cent. However, average rates are above
10 per cent for materials and articles made of plastic, essential oils and
perfumery, cosmetics, soap and cleaning preparations. The highest rates
apply on organic surface-active agents (30 per cent) and various plastic
products (mostly 20 per cent). For many of these products, exports from
Bulgaria, Romania and Hong Kong are excluded from normal duty free GSP
treatment.

112The cement factory employs nearly 180 workers, or 15 per cent of the total
employment in the community. The upper limit for investment grants from the Regional
Development Fund is 35 per cent in the zone in which Kj~psvik is located.
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663. The shares of m.f.n. imports vary more or less inversely with the
tariff structure. Penetration is high in chemical elements and inorganic
compounds and other chemicals where tariff rates are low. M.f.n. imports
are negligible in high tariff products.

(a) Dyeing, tanning and colouring materials

664. Tariffs range from free to 7 per cent. However, most imports, which
enter duty free, are from other European countries.

665. Kronos Norge A/S owns the sole producers of titanium oxide pigments
and ilmenite concentrates. The number of Norwegian production plants for
paints and varnishes has decreased in the 1980s. However, a new plant for
water-based paints will start production at the end of 1991. The main
manufacturers of paints and varnishes are members of a producer association
(Maling og Lakkfabrikantenes Forbund).

666. The industry has been expanding in foreign markets. A major
producer, Jotun A/S, has related production and sales facilities in Europe
and in Asia.

(b) Pharmaceuticals

667. Pharmaceuticals are subject to State trading. Stated objectives are
to ensure sufficient supply at all times, to rationalize the wholesale
trade and to stabilize prices to consumers. The Norwegian Medicinal Depot,
which has been in operation since 1957, has a monopoly on imports, exports
and wholesale of distribution of pharmaceutical products. Domestic
manufacturers of pharmaceuticals must apply to NMD to obtain permission to
import raw materials. Norwegian manufacturers normally export their own
products, subject to formal consent of the NMD. Tariffs are relatively
low; from zero to 7.7 per cent.

668. All pharmaceuticals to be used in Norway must be registered and
approved by the Norwegian Medicines Control Authority (SLK). Current
selection criteria include evaluation of scientific documentation regarding
effect, approved indications and quality; the efficacy/toxicity ratio
weighted against the severity of the disease; and the therapeutic advantage
of new drugs compared to existing alternatives. Drug combinations should
be avoided unless the combination shows a clear advantage that of each
ingredient. Approval is given for a limited period (five years). Drugs
may be registered for the use of hospitals or specialists.

669. It is a stated policy to limit the number of drugs on the Norwegian
market. The agency therefore uses a "need clause" when evaluating new
drugs. Products of proven safety and efficacy may be rejected because the
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medical need is already covered by other registered drugs. The number of
pharmaceuticals on the Norwegian market - some 1,100 - is substantially
less (one tenth) than in some other European countries as a result of the
"need, requirement. 113

670. Prices and markups on pharmaceuticals are established in negotiations
between the Ministry of Social Affairs and representatives of domestic and
foreign producers. Agreements concern sales to the Norwegian Medicinal
Depot. Prices at the retail level (maximum prices) are determined in
negotiations between, inter alia, the Directorate of Health and the
pharmacies' association (Norges Apotekerforening) The Price Directorate
has observed that some products appear to be considerably more expensive in
Norway than in other countries. However, international price indices show
that pharmaceuticals in general are moderately priced in Norway.

671. Government funds cover 50 to 60 cent of total expenses on
pharmaceuticals in Norway through the purchases from public hospitals and
clinics or through refunds to individuals. The "need" requirement may
limit entry of less expensive drugs. The Price Directorate has advocated
more liberal use of the "need" clause. It has also proposed that refunds
for drugs purchased by individuals should be based on prices of synonyms.

672. Both the NMD and the "need clause" have been on the agenda in the
negotiations on the European Economic Area. The monopoly rights of the NMD
will probably disappear as from 1 January 1993.

673. The Norwegian pharmaceutical industry has expanded in recent years.
Employment has increased, contrary to the general trend in the chemical
industry. The expansion, much of which is export oriented, is expected to
continue.

674. Apothekernes Laboratorium A.S is a dominant domestic producer of
pharmaceuticals, antibiotics, vaccines and animal feed additives. Company
turnover in 1989 was NOK 339 million, of which 35 per cent was exported.
Nycomed A/S, part of the Hafslund Nycomed Group, makes pharmaceuticals,
diagnostics and medical-technical equipment. In 1989, some 85 per cent of
company sales were derived from exports. A contrast preparation
facilitating the analysis of x-ray pictures has been particularly
successful, and is being marketed worldwide.

113The number of registered drugs in Norway is about 2,200 if one takes account of
different dosage forms and strength. The Norwegian authorities also argue that the relative
smallness of the Norwegian market may be a factor explaining the low number of registered
drugs.
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675. A/S Norsk Dental Depot has a major share of the market for dental
supplies and equipment. The Norwegian association of dentists is the
largest shareholder (17 per cent) in the company.

(c) Plastic materials and articles

676. Tariff escalation exists within this category. The simple average
tariff rate increases from 12.4 per cent on plastic materials to
18.3 per cent on plastic articles. Tariffs peak, however, at 24 per cent
on shopping bags. Imports from m.f.n. sources account for less than
5 per cent of total imports. The average applied tariff rate is therefore
less than 1 per cent.

(d) Essential oils, perfume materials, toilet preparations, soap, etc.

677. The simple average tariff rises from 2.2 per cent on materials to
12.5 per cent on finished products. A peak of 30 per cent is applied to
imports of surface-active agents. The share of m.f.n. imports is less than
3 per cent. All importers and manufacturers of cosmetics must register
with the Directorate of Health. Cosmetics are subject to an excise tax of
32.5 per cent of the wholesale price.

678. The major producers and importers of cosmetics are members of a
distributors' association (Kosmetikkleverandorenes Forening). The
20 members have around 70 per cent of the domestic market of cosmetics.

679. Unilever and Orkla-Borregaard A/S have a restrictive technical and
commercial agreement concerning detergents, cosmetics and hygiene products
made by A/S Denofa Lilleborg. Unilever and associated enterprises will not
export such products made in Sweden and Finland, and the Norwegian producer
will not export to Sweden and Finland.

(e) Other chemicals

680. Prepared explosives enter duty free from the EC and EFTA. Imports
from m.f.n. sources are subject to a specific duty of NOK 0.38 per kg.
Dyno Industrier A.S is a major supplier of explosives for non-military use.
In 1989, three-quarter of company turnover was derived from exports. More
than 60 per cent of the 6,000 employees are employed outside of Norway.
The production of explosives in Norway is expected to decline in the coming
years.

(xi) Non-electrical machinery (Table AV.18)

681. Tariffs in this area range from duty free up to 8.9 per cent on
hydraulic turbines. Simple average tariffs are around 5 per cent. Shares
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of m.f.n. imports are relatively high, reflecting the strong position of
the United States and Japan in many types of machinery.

682. Cast iron stoves are made by Jotul A/S. Exports represented nearly
one-third of company turnover in 1989. The company has encountered some
problems with pirated versions of its stoves in major export markets.

683. The Kverneland group is a major manufacturer of agricultural
machinery, particularly ploughs, potato planters and feeding machinery.
Exports amounted to more than NOK 600 million in 1989, representing some
85 per cent of the turnover in the two manufacturing subsidiaries. The
company has ascribed declining sales in Norway and Sweden during 1991 to
the uncertainties surrounding the future level of agricultural support in
the two countries.

684. Major suppliers to the Norwegian computer market are IBM Norge and
Norsk Data A/S. Esselte Kontor & Data A/S has a high market share in
office machines such as typewriters and telephone answering machines,
supplied by Toshiba.

(xii) Electrical machines and apparatus (Table AV.19)

685. Telecommunications services are subject to a State monopoly in
Norway. Imports of telecommunications equipment must be tested and
approved by the Norwegian Telecommunicaticns Regulatory Authorities. The
United States Trade Representative has argued that the procedures are SLOW,
costly and adversely affect companies wishing to offer new products. A
survey by the OECD Secretariat covering the period 1983 to 1988 found that
the average delay in getting type approval in Norway, about 120 days, was
near the average of OECD countries. However, the cost per application,
almost US$14,000 was substantially higher than in any of the other
countries.

686. M.f.n. import duties on telecommunications equipment range up to
22 per cent, the simple average rate being 9.7 per cent in 1988. The
highest rates are levied on radio and television receivers.

687. Production of receivers for radio and television was previously a
sensitive sector in Norway. Colour TV sets were among the last
manufactured items to receive duty free treatment under the free trade
agreement with the EC (in January 1984). M.f.n. tariffs are still
relatively high, to the detriment of non-European producers such as Japan.

688. The main domestic producer, Tandberg, has gone through a major
retrenchment since the 1970s. Tandberg has generally moved away from
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production for the mass market and concentrates on up-market consumer
electronics.

689. Machinery for electricity generation such as generators and
transformers are mainly produced by subsidiaries of Elektrisk Bureau A/S
(EB). Various high-voltage equipment is only produced by EB Distribusjon
A/S. Siemens A/S imports electric arid electronic equipment, and produces
electric heaters and high-voltage products in Norway. Electric heaters are
also manufactured by Glamox A/S. A/S Elektrokontakt (ELKO) makes various
accessories such as switches, sockets and junction boxes. Export sales
represented 40 per cent of company turnover in 1.989.

690. M.f.n. tariffs on other electrical machinery and equipment range from
free (on optical fibre cables and carbon electrodes) to 10.8 per cent (ad
valorem equivalent).

691. In 1971, the two major producers of electric cables, Alcatel STK A/S
and EB Norsk Kabel a.s, concluded a co-operation agreement regarding
standardization and specialization in the production of cables. Some of EB
Norsk Kabel's production facilities were obtained in a takeover attempt of
another cable manufacturer, NEK Kabel. As a result, most of NEK Kabel's
Norwegian production was transferred to EB, while NEK concentrated on its
production units abroad.

692. Export restrictions apply to exports of machinery and services
classified as strategic goods, services and technology (see
Chapter IV 3 (xii).

(xiii) Transport equipment (Table AV.20)

693. In 1989, the simple average tariff rate for transport equipment was
4.6 per cent, ranging from zero to 25 per cent (on motor cycles". Imports
from the EC and EFTA (Sweden) enter duty free. The m.f.n. rate of duty on
passenger motor vehicles, motor vehicles for the transport of goods and
special purpose motor vehicles is 5.3 per cent.

694. Duties collected on imports are insignificant compared to the
Government revenue from excise taxes on motor vehicles. The taxes are
non-discriminatory, but are in practice levied on imports as there is no
domestic production.

114Exc-se taxes are higher on passenger vehicles than on other transport equipment.
The tax system could be discriminatory if domestic manufacturers were allowed to assemble

(Footnote Continued)
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695. Attempts in the first half of the 20th century to establish
production of motor vehicles were unsuccessful. However, several Norwegian
enterprises sugly components made of aluminium or plastics to European car
manufacturers. Norwegian industrial policy focuses on automotive parts
as an expanding area of Norwegian manufacturing, as it would increase the
degree of processing of Norwegian exports of aluminium and petroleum
products.

696. Raufoss A/S (RA), at the outset solely a producer of ammunition, has
expanded production of non-military goods. Its motor vehicle component
division produces bumpers, chassis parts, components for steering systems
and other vehicle parts. The main customers are Volvo, Saab, Audi,
Porsche, BMW and Daimler Benz. Product development and marketing functions
are located in Norway, while the final stages of production are carried out
at RA's subsidiaries in Sweden and in Belgium. The production in Norway,
worth NOK 327 million in 1989, is wholly exported.

697. There is no domestic production of locomotives in Norway. However,
railway and tramway coaches and some other railway goods are produced by EB
Strommens Verksted AS, part of the multinational ABB group, for the State
railways (NSB) and the public transport system in Oslo. NSB has an
agreement with Strommens Verksted whereby it is obliged to purchase
equipment, at "competitive' prices, in a manner which evens out
fluctuations in activity at the manufacturer. The jobs of around 200 of
the 350 employees depend on the contract work for the State railways. A
study has concluded that this agreement would not be in harmony with EC
regulations on public procurement.

698. The only Norwegian producer of bicycles is Ogland DBS A/S. The
m.f.n. rate of duty is NOK 36 per bicycle. However, imports from the EC
and EFTA partners enter free of duty. Norway imported bicycles worth
NOK 158.3 million in 1990. Exports amounted to NOK 79.6 million.

699. Norway is a signatory to the GATT Code on Trade in Civil Aircrafts.
Imports of civil aircrafts and parts are accordingly duty-free. The
product coverage is specified in an annual circular from the Directorate of
Customs and Excise.

(Footnote Continued)
sedan-style vehicles classified as commercial vehicles. However, the Ministry of Finance has
resisted the establishment of such production.

115For example, the arms manufacturer Raufoss A/S is also a producer of automotive
components. Raufoss has established subsidiaries in Belgium and Sweden for this purpose.

116ECON. Sentor for Okonomisk analyse (1989). Konsekvenser ved norsk tllpasning
til EFs direktiver for offentlige innkIjp. Oslo.



C/RM/S/16A
Page 178

(b) Shipbuilding

700. Cargo ships, fishing vessels, ferry-boats and other vessels for the
transport of goods and persons are free of tariffs from all sources.
Pleasure crafts and some special purpose vessels (oil platforms and
dredgers) are subject to m.f.n. tariffs of 7.7 and 6.2 per cent,
respectively.

701. Imports of ships require prior licence, in accordance with
regulations issued by the Ministry of Foreign Affairs. The licensing is
non-automatic for ships more than 20 years old, and fishing vessels made of
wood (more than five years old) or steel (older than ten years). Export
licensing applies to sailing ships and certain other vessels. An excise
tax (NOI 94 per hp) -.s applied on boat motors.

702. Norwegian yards employed some 16,000 to 17,000 workers in 1990.
Roughly half of these were engaged in the construction of equipment for the
offshore sector. With one exception (Kvarner Egersund), all yards
currently specialized in offshore supplies are former shipyards.

703. The Ministry of Petroleum and Energy takes into consideration to what
extent a proposed field development would result in contracts to Norwegian
yards when awarding exploitation and production licences to Norwegian or
foreign petroleum companies. Until 1986, the Government attempted to
influence the flow of investment in the North Sea in such a way that
Norwegian industries would have a stable workload. However, as falling oil
prices underlined the need for substantial reductions in investment and
operating costs in the North Sea, this policy objective has received less
attention.

704. Approximately 8,000 workers are emplloed in shipbuilding yards,
constructing new and converting old vessels. The share of domestic and
foreign purchases of new vessels has varied substantially over the last
five years. In 1985, 29 per cent of all new vessels were destined for
export. This share increased to 67 per cent in 1989, then fell back to
36 per cent in 1990.

705. Sector specific government grants are available in the form of
contract support to the shipowner. The scheme is administered by two

Conversions of old vessels provide employment to around 2,000 people.

1181n addition, shipyards may benefit from general support schemes such as
restructuring assistance and research and development loans provided by the Norwegian

(Footnote Continued)
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private companies (A/S Eksportfinans and Norsk Skibs Hypothekbank A/S). It
is available for new vessels and conversions of not less than 100 gross
tonnes. It does not apply to public procurement or vessels receiving
operating subsidies from the Government.

706. From 4 October 1990, the effective rate of construction loan grants
amounted to 0.9 per cent of the contract value for vessel conversions and
1.45 per cent of the value of new vessels. The corresponding grant to
shipowners is 6.55 per cent for vessels conversions valued between
NOK 1.75 million and NOK 10 million and 10 per cent of the contract value
for other orders. 1

707. The subsidy level has been reduced over the last five years, but the
actual amounts paid by the Government have varied due to the fluctuations
in contract volumes and the structure of the different schemes applied.
Norway is currently participating in negotiations in the OECD which aim to
abolish support to shipbuilding.

708. The Ministry of Foreign Affairs administers a guarantee scheme for
construction loans. The guarantee limit was NOK 1.4 billion at the end of
1989. According to the Norwegian Government, no guarantee payments were
effected during 1990.

(xiv) Professional, scientific and controlling instruments,
photographic apparatus, clocks and watches, photographic and
cinematographic supplies (Table AV.19)

709. M.f.n. tariffs are generally low, but rates of !3 per cent are
applied on several types of measuring instruments.

710. Fifteen importers of photographic supplies are members of Norske
Fotoimport~rers Landsforbund (established in 1941). The members have
exclusive dealing arrangements with producers outside of Norway. Their

(Footnote Cont iued)
Industrial Fund and investment grants and concessional loans from the Regional Development
Fund.

119Conversions of foreign vessel not less than 1.000 gross tonnes.

120Ferries, considered part of the Norwegian road system, are financed through a State
bank and have normally been delivered from Norwegian yards. The ferries are run by private
companies receiving operating subsidies from tve Government. In 1989, five ferries having a
contract value of NOK 200 million were delivered to the operators.

12IThe minimum value for conversions is NOK 10 million if the value of the ship
increases by more than 50 per cent, otherwise the minimum value is NOK 20 million.
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combined turnover in 1989 was NOK 500 million. The members account for
80 per cent of sales of photographic equipment in Norway.

(a) Photographic and cinematographic supplies

711. The fifteen members of Norske Fotoimportorers Landsforbund has
50 per cent of the Norwegian market for film. A major importer of
photographic and chemical products is Kodak Norge A/S, a wholly owned
subsidiary of Eastman Kodak International. The company has a large market
share in colour and X-ray film as well as in developing and copying.

712. Agfa-Gevaert A/S, a subsidiary of Agfa-Gevaert N.V. of Belgium,
imports audio and video recording equipment and has a large share of the
market for graphic film, X-ray film and related supplies.

(xv) Footwear and travel goods (Table AV.15)

713. Norway is a substantial net importer of footwear. In 1990, footwear
imports amounted to NOK 1.5 billion. Norwegian exports totalled
NOK 86 million. Imports from the EC and EFTA enter duty free, but m.f.n.
tariff rates are still relatively high. The highest: rates (13 per cent)
are applied on ski-boots and other footwear with outer soles of rubber,
plastics or leather. Tariff discrimination occurs against imports from
developing countries since most footwear is exempted from the Ncrwegian GSP
scheme. Import licensing was applied to footwear exports from several
countries in East Asia in the first half of the 1980s. However, only
footwear from Taiwan is currently subject to import licenses.

714. Viking Fattdv A/S imports rubber footwear and other footwear. It has
a major share in the market for rubber footwear. The main supplier of such
footwear is Viking Askim Snd Brd in Malaysia.

715. Some of the strongest discrimination in the Norwegian customs tariff
occurs in travel goods. M.f.n. tariffs are :4 per cent except for
handbags, where the tariff is 10 per cent. Travel goods are covered by the
GSP scheme, except for imports from the Republic of Korea, Hong Kong and
Macau.

(xvi) Musical instruments. sound recording or reproduction apparatus
(Table AV.21)

716. An association of 25 producers and exclusive importers of audio and
video equipment, Radio-Leverandorenes Landsforbund, has a major influence
on the Norwegian market for consumer electronics. The association
administers an authorization scheme for retailers, repairs and after-sales
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service. Norsk A/S Philips imports electric and electronic equipment. Its
exports amounted to NOK 92 million in 1989.

717. Nine wholesale distributors of recorded tapes and discs, representing
80 per cent of the Norwegian market, are organized in
Grammofonplategrossistenes Forening. An agreement between the members
preclude one member from distributing domestic or imported materials which
according to contractual arrangements between the manufacturers and
wholesalers are to be distributed by another member.

718. Radio and television sets and audio and video recorders are subject
to an excise tax. The tax on recording equipment is 17.5 per cent of the
wholesale price of each item. Imports of radiotechnical equipment require
permission from the Norwegian Telecommunications Regujlatory Authorities. A
tax is levied on blank audio and video cassettes. The tax is expected
to yield government revenue of NOK 90 million in 1991. The revenue is
partly used to finance a support fund for Norwegian musicians.

(xvii) Toys and sporting goods (Table AV.21)

719. Tariffs range from free to 7.7 per cent. Imports of skateboards were
banned for a number of years, but the prohibition currently only applies to
skateboards fitted with motors.

720. Brio Scanditoy AS, owned by Brio AB of Sweden, imports toys, games
and baby carriages. Another importer with a large share of the toy market
is A/S Lyche Engros.

721. 0. Mustad & Son is the world's leading producer of fish-hooks and
equipment for mechanised line fishing. Fish-hooks are manufactured in
Singapore, Portugal and Brazil. Sales organizations have been established
in the United Kingdom, Canada and Italy. Imports of fish-hooks are duty
free from all sources.

(xviii) Works of art and collectors' pieces (Table AV.21)

722. No tariffs are applied on imports of art. Restrictions apply to
exports of items which are considered part of Norwegian cultural heritage.

122The tax rate is currently NOK 3.25 per audio cassette and NOK 16.25 for video
cassettes.
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(xix) Arms and ammunition (Table AV.21)

723. Private possession of arms and ammunition is subject to permission
from the local police. Imports and exports are strictly regulated. In

accordance with the Act on weapons and ammunition (Act No. 1 of
9 June 1961), all imports must be approved by the Ministry of Justice.
Exports of arms and ammunition require a licence from the Ministry of
Foreign Affairs. The general Norwegian policy is that arms should not be
exported to areas affected by war, civil war or the threat of war.1

724. The evolution of modern technology has gradually blurred the
distinction between goods destined for military and non-military uses.

Norway has followed the rules established in COCOM for many years.
However, in 1987 it was discovered that the State-owned Kongsberg
V~penfabrikk and Toshiba had sold high-tech equipment of possible
significant value to the Soviet naval industry. Norwegian export
regulations were subsequently tightened. A law relating to control of the

export of strategic goods, services and technology was enacted in December
1987. The Ministry of Foreign Affairs issued implementing regulations in
January 1989. Export licences are required for the export of a large
number of high-technology goods and services (see Chapter IV).

725. The Norwegian Ministry of Defence has concluded offset arrangements
in connection with major defence procurement programmes. Norwegian
industries have also participated in the joint development of the F-16

fighter jet. The Norwegian defence industry has been restructured in
recent years. Kongsberg V~penfabrikk (KV) went into bankruptcy in 1987.
Its divisions, subsidiaries and other assets were sold. The remaining
production of defence equipment has been carried on by a new State-owned
company, Norsk Forsvarsteknologi A/S. KV's aircraft engine division was

transferred to Norsk Jetmotor A/S in 1987. Private interests own
two-thirds of the company. A shipyard servicing the Norwegian navy has
been closed.

726. One of the most successful Norwegian defence contractors has been
Raufoss A/S (RA), which was established in 1896 for the purpose of
prcducing Ammunition for the Norwegian defence. The enterprise expanded
rapidly during World War I. In 1919, the Parliament decided that RA could
supplement production with other goods in order to compensate for a

123This policy is difficult to enforce in the case of resale of exported Norwegian
arms.

124The company name was A/S Raufoss Ammunisjonsfabrikker until 1987.
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substantial fall in military orders. Sales of non-military goods expanded
gradually, and have been higher than sales of arms and ammunition since
1973. RA currently employs more than 2,500 workers and is organized in
three divisions; defence, metals and motor vehicle components. The
defence division produces ammunition, missiles (M72) and other defence
equipment. RA has a research and service agreement with the Norwegian
defence. The turnover of the defence division amounted to NOK 703 million
in 1989. Exports, mainly to other NATO countries, accounted for
55 per cent of sales.

727. The enterprise was originally a subordinate body of the Ministry of
Defence. RA became a separate legal entity in 1948. Supervision o. the
company was transferred to the Ministry of Industry in 1953. RA was
transformed into a limited liability company, wholly owned by the State, in
1968. In April 1990, the Parliament approved a partial privatization of
RA. State participation was reduced to 53.3 per cent. The remaining
shares were offered to the public. The shares are currently quoted on the
Oslo Sto'-ck Exchange.

728. A major reason for the privatization is the company's increasing
exposure to international competition. Raufoss A/S currently exports
around 75 per cent of its production. Future production will be
concentrated towards defence, the automobile industry, engineering and
aircraft and space technology. The company expects to be one of the
leading European producers of aluminium alloys for the transport industry.

(xx) Other manufactured articles (Table AV.21)

729. Moss Glassverk A/S is the sole manufacturer of beer and soft drink
bottles. The company is owned by one of the four largest producers of
packaging materials in Europe, PLM AB of Sweden. The company to some
extent benefits from the Norwegian recycling system for bottles, which
taxes bottles (mostly imported) not recognized in the system (see section
on beverages). Imported glass bottles from m.f.n. sources are subject to a
specific tariff of NOK 0.40 per kg.

730. Jordan AS manufactures brushes and dental hygiene products. It is
the sole producer of toothbrushes, produced on contracts with Colgate.
Export sales of NOK 186 million represented nearly 60 per cent of company
turnover in 1989. The company has experienced problems with pirated copies

125In 1988, sales amounted to NOK 703 million (defence), NOK 527 million (motor vehicle
components) and NOK 327 million (metals), respectively. In addition, sales worth
NOK 60 million were not attributed to any particular division.
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in East Asia. M.f.n. tariffs are 12 per cent on toothbrushes and
16 per cent on preparations for oral or dental hygiene.

(4) Selected trade-related services

(i) Shipping

731. The Norwegian flagged fleet declined dramatically in the mid-1980s.
Norwegian manning regulations and restrictions concerning the employment of
foreign seafarers resulted in higher operating costs than was possible
under the conditions in open registry countries. In mid-1987, when the
authorities introduced the Norwegian International Ship Register (NIS), the
Norwegian merchant fleet consisted of 468 vessels with a total capacity of
8.9 million dead weight tonnes (dwt).

732. The new registry, operating in addition to the ordinary Norwegian
registry (NOR), offered flexible conditions with respect to the employment
of foreign seafarers on domestic terms. The response from shipowners was
initially cool, but as the new terms turned out to be competitive, the
outflow of ships - particularly to Liberia, Panama and the Bahamas - was
reversed.

733. In early 1991, the Norwegian fleet consisted of 1,162 ships
representing a tonnage of 42 million dwt (Chart V.8). Measured in
tonnage, the Norwegian fleet is currently the third largest in the world.
Norway ranks fourth measured in terms of freighted goods (behind Japan,
Greece and the United States). It is estimated that Norwegian shipowners
own or control about 10 per cent of world tonnage.

126Ships included in the ordinary registry are mostly engaged in transportation along
the Norwegian coast. Foreign vessels and ships registered in NIS may carry goods to and from
Norway, but some restrictions apply on the use of NIS vessels between Norwegian ports.



C/RM/S/16A
Page 185

Chart V.8
The Norwegian flagged fleet,
1987- 91
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734. Shipping accounts for a substantial share of Norwegian export
earnings. Gross freight income accounts for 16 per cent of total exports
of goods and services. Net freight income has increased substantially
since 1987 and amounted to almost NOK 18 billion in 1990 (Table V.9).

735. Upcoming revisions of the Norwegian tax system will also affect
taxation of shipping companies. Current conditions are very favourable.
The present system offers, for example, annual depreciation rates of
25 per cent and exemption from capital pains taxes on ship sales if book
value gains are reinvested in new ships. As a result, the effective tax
rate on shipping profits is apparently substantially lower than in mainland
industries. The original proposal of the minority Labour Government would
raise annual income taxes paid by shipping companies from around
NOK 200 million to NOK 3 billion. However, the majority in the
Parliament is likely to settle for a tax increase of smaller proportion.

(ii) Electricity

736. Preliminary statistics for 1990 indicate that the gross output value
of Norwegian electricity supply amounted to NOK 52 billion. In terms of
value added, the sector contributes 4 per cent to Norwegian GDP
(Table V.1). Recently released production statistics show that output rose
by 8.3 per cent from 1988 to 1989 to reach 119,197 GWh. Net exports
amounted to 14,852 GWh, worth more than NOK 0.75 billion, in 1989.129

737. All electricity passing through the public grid system in Norway is
hydro based. The potential for further increases in production through
largescale development of unregulated water resources is limited for
environmental reasons. However, output may be increased by modernizing old
power plants. Power generation projects based on Norwegian natural gas
have been discussed for many years, but no decision has yet been taken.

738. Norway has 214 energy utilities, many of which are small. The
largest power production utility is the State Power Board (Statkraft) which
controls around 30 per cent of Norwegian production capacity and owns and
operates around 85 per cent of the high-voltage transmission system. Other
public utilities are owned by regional or local authorities. Major private
users (energy-intensive industries such as metals, chemicals and paper and

127 No conditions are imposed as to where the ships should be built.

128Dagens Nmringsliv, 8 June 1991.

129Central Bureau of Statistics (1991), Electricity Statistics 1989, Oslo.
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paperboard) own hydroelectric power stations. These enterprises also
purchase electricity from the State Power Board on long term contracts.
The Ministry of Petroleum and Energy recently decided to renegotiate and
renew major supply contracts well ahead of schedule. Current contracts,
concluded in 1976, reportedly charge users an average price of
NOK 0.14 per kWh. The new contracts would apparently guarantee a real
price at similar levels in year 2000.130

739. Electricity prices differ between regions and users. Local
utilities, monopolies within their distribution area, normally charge
energy prices which are based on the average development costs of their own
production capacity and the cost of purchasing electricity from other
suppliers. Utilities with low cost production units are thus able to
charge prices below those of other utilities. Focus on local
self-sufficiency tend to influence investment decisions which are not
optimal from the Norwegian economy's point of view. Monopoly positions
enable utilities to pass the burden of high cost projects onto their
consumers.

740. Annual Norwegian electricity production fluctuates due to substantial
variations in the precipitation. Demand follows seasonal variations in
temperature, but is more stable than supply, on an annual basis, because of
a high number of guaranteed-supply contracts and little flexibility in
pricing. Electricity producers have established an auction type market for
the exchange of short-term power through the central transmission grid.
The weekly price quoted in this market is a good indication of the present
and expected supply situation in Norway.

741. A new Energy Act, approved by Parliament in June 1990, came into
force on 1 January 1991. The purpose of the new law is to deregulate the
electricity market and increase competition among utilities in the
generation and sale of electricity. The intention is to reduce the number
of distribution utilities and create a broader market for power across
traditional supply areas. A future nationwide power market should be able
to determine prices for electricity with different degrees of supply
reliability. A general concession system will apply to trading in
electricity. The authorities may intervene against monopolistic behaviour

130Dagens Naringsliv, 25 March 1991.

13IThree mild and humid winters in succession sent prices through the established floor
of NOK 0.004 per kWh until July 1990. The State Power Board exported large quantities of
electricity to neighbouring countries during 1989 and 1990. Drier weather subsequently
tightened supply. Short-term power prices increased from HOK 0.006 in August 1990 to
NOK 0.145 per kWh on 4 June 1991.
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in order to protect consumer interests. The new measures are expected to
reduce costs, increase production efficiency, promote more rational
investment decisions and reduce geographical differences in energy prices.

742. The new approach also includes a reorganization of the State Power
Board. Its production division will generate and trade in energy on
commercial terms. The Government has proposed to the Parliament the
separation of the nationwide transmission services into a new independent
State-owned enterprise. The company will have a monopoly on the
transmission of energy through the central grid system, but will not be
allowed to trade in energy. Access to the central grid should be open and
non-discriminatory. Network charges are to he remodelled to reflect real
transmission costs.

743. The State Power Board currently has a monopoly on imports and exports
of energy. Present agreements and existing transmission systems allow for
trade in energy with Sweden, Denmark, Germany, Finland and the
Soviet Union. The State monopoly is to be reviewed in light of the
reorganization of the domestic energy market. However, the Government does
not intend to take a decision on the future organisation of exports and
imports before Parliament has settled the future structure of the State
Power Board.132

744. Norwegian waterfalls are considered a part of the national wealth.
Acquisitions by foreign and private Norwegian interests are subject to
permission in accordance with the Industrial Concessions Act of 1917 and
the Act concerning the regulation of waterfalls of 1917. A concession is,
in principle, only valid for a maximum of 60 years.

745. National preferences apply to procurement in this sector. Both 1917
acts contain provisions stating that Norwegian labour, insurance and
equipment should be given preference. Detailed conditions are described in
the concession document. Conditions concerning the use of domestic
supplies were amended by Royal Decree in January 1988, as the previous
regulations were found to contravene the public procurement provisions of
the EFTA Convention. Currently, Norwegian goods are to be preferred to the
greatest extent possible, as long as the domestic prices do not exceed
import prices (including tariffs) by more than 10 per cent.

132Applications from two regional utilities concerning export to Sweden on long-term
contracts were rejected by the Parliament in June 1991.

133The sum of tariffs and preference margins must not exceed 25 per cent of the price
of an imported good net of duty. The Ministry of Petroleum and Energy will take the final
decision in cases of doubt.
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VI. TRADE DISPUTES AND CONSULTATIONS

746. Norway settles trade disputes through diplomatic and political
channels including the GATT. There are no statutory domestic procedures
for conducting consultations or negotiations with trading partners in case
of trade disputes. Unilateral or retaliatory action may be taken on the
basis of the open-ended Provisional Act of 13 December 1946.

747. In addition to the GATT and the OECD, Norway participates in a number
of foray where problems in trade may be discussed. Regional trade issues
are handled in various groups under the auspices of the Nordic Council.
The Nordic EFTA countries At times discuss trade matters between
themselves. General EFTA issues are raised in the full EFTA group.
Bilateral joint commissions have been established between Norway and the EC
and other countries with which it has technical, economic and industrial
co-operation agreements.

748. In recent years, four trade disputes with Norway's trading partners
have been the subject of considerable public attention in Norway. Three
cases involving the United States (apples and pears, electronic toll ring
equipment and Atlantic salmon) have all been raised in the GATT and are
summarized in this Chapter. The remaining dispute concerns an anti-dumping
investigation of the Euiropean Communities with respect to Norwegian exports
of Atlantic salmon. In this case the Norwegian authorities, working
through formal and informal channels, appear to have been successful in
persuading the EC Commission to close the investigation. Norway argued
that its salmon exporters had implemented a freezing scheme which removed
large quantities of fresh salmon from the market and helped to stabilize
prices.

749. The EC Commission, under pressure from Scottish fish farmers,
continues to monitor the situation. Salmon prices remain weak in the EC,
particularly in the French market. An informal meeting was held in
Brussels in May 1991 between EC anti-dumping and fisheries authorities and
Norwegian officials. The EC officials are reported to have been satisfied
with the information provided by Norway and considered the matter as
terminated for the time being.2

1Artion is not favoured by the fish processing industries in France. Belgium. Germany
and Denmark which largely depend on deliveries of Norwegian salmon.

2Stavanger Aftenblad, 13 May 1991.
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(1) GATT Dispute Settlement

(i) Articles XXII and XXIII

750. A panel was established in 1952 to examine Norwegian complaints
against German treatment of imports of sardines. The two countries had
previously conducted tariff negotiations. Subsequently, a tariff
reclassification introduced a higher tariff on the kind of sardines
exported by Norway. Germany was invited to remove the competitive
inequality on sardines in consultation with Norway. The case was settled
by mutual agreement.

751. In 1952, Norway and Denmark initiated a complaint against a Belgian
import charge tied to legislation on family allowances. In accordance with
the GATT recommendation, the discriminatory application of the tax was
removed in 1954.

752. Uruguay made recourse to Article XXIII concerning import restrictions
on primary products in fifteen countries, including Norway, in 1962.
Norway was one of the seven countries which were required to conform to the
recommendations of the Panel. Non-compliance with the recommendations
resulted in two Article XXIII cases in 1965. Outstanding measures in five
countries - Austria, Belgium, France, Germany and Norway - were to be
followed-up under the "two-stage procedure,.

753. Norway left the MFA in 1977 and introduced a global quota system on
imports of certain textile products from a number of suppliers. Bilateral
agreements were concluded with six countries, but Norway failed to reach
agreement with Hong Kong, the major supplier of the restricted items.
Imports from Hong Kong of most of the sensitive items were reduced by up to
40 per cent. The United Kingdom on behalf of Hong Kong requested the
establishment of a GATT panel under Article XXIII:2 in June 1978. In July
of that year, Norway announced that it would take emergency action under
Article XIX on these textile items. Consultations between Norway and
Hong Kong were inconclusive, and Hong Kong's request for a Panel was
renewed in July 1979. The GATT Council adopted the panel report in
June 1980. It concluded that Norway had allocated shares of the
Article XIX quotas to other major suppliers, but not to Hong Kong. The
Article XIX action was thus inconsistent with Article XIII. Norway was
required either to terminate the Article XIX action or make it consistent
with Article XIII. Several rounds of consultations did not result in a
mutual agreement. Norway rejoined the MFA in 1983. The Article XIX action
lapsed on 30 June 1984. A three-year MFA agreement with Hong Kong came
into effect the following day.
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754. The last panel case brought against Norway, in 1988, concerned import
restrictions on apples and pears. The United States considered Norway's
seasonal import system on apples and pears to be inconsistent with
Article XI. Norway argued that the restrictions were based on mandatory
legislation in place at the time of Norway's accession to the GATT (the
"grandfather" clause). The Panel concluded that Norway's restrictions on
apples and pears were not covered by the existing legislation clause of the
Protocol of Provisional Application. Norway was requested to bring its
measures applying to imports of apples and pears into conformity with its
obligations under the General Agreement.

755. Norway subsequently notified its intention to change the import
policy on apples and pears. However, the United States was seriously
concerned with the GATT-consistency of the proposal, and urged Norway not
to implement the new policy until discussions could resolve whether this
policy met the criteria of Article XI. The matter appears to be pending.

756. Norway requested and held consultations with the United States under
Article XXII:1 in March 1991 in response to the anti-dumping and
countervailing duty determinations by the Department of Commerce on
Norwegian exportsof fresh and chilled Atlantic salmon.4 The injury to the
United States' salmon industry was affirmed by the USITC by a 3:1 vote on
25 March 1991. Subsequently, Norway asked for urgent consultations under
Article XXIII:1, claiming that the actions were inconsistent with United
States' obligations under Articles I, II and VI, as interpreted and
implemented. A mutually acceptable solution could not be reached in the
process of consultation. The United States and Norway have entered the
phase of conciliation.

(ii) Tokyo Round agreements

757. In January 1990, pursuant to Article VII:6 of the Agreement on
Government Procurement, the United States requested the Committee on
Government Procurement to examine a procurement for electronic toll
collection equipment in connection with the Oslo Toll Ring. The United
States argued that the award of the contract had been inconsistent with
Norway's obligations under the Agreement, in particular Article II.

3GATT document, L/6651. 2 March 1990. See also Chapter IV.

'Reference was also made to Article 3 of the Subsidies Code and Article 15.1 of the
Anti-Dumping Code.
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758. The United States withdrew its request for dispute settlement
proceedings in April 1990 as a mutually satisfactory solution had been
found. The decision to select a Norwegian/German system (Kofri) was

upheld, but the US/Norwegian party (Amtech) denied the contract would
receive a compensatory payment for the significant costs incurred in
developing its offer.5

759. More recently, the development of a toll ring system around Norway's
third largest city (Trondheim) has been awarded to Micro Design A.s in the
form of a research and development contract. The United States has raised
the issue in the Committee on Government Procurement, claiming that the
action is putting aside the agreement reached between the United States and
Norway whereby Norway had confirmed that future procurement including
electronic toll equipment would be carried out in accordance with the
GATT Code. Emphasising the additional technical elements of the Trondheim
project, Norway considers its actions to he consistent with its GATT
obligations. The committee may return to the matter if the parties so
desire.6

(iii) MFA

760. In 1986, Norway took unilateral action against imports of bed linen
from Pakistan, claiming that a large increase in imports from that country
during 1985 had caused disruption to Norway's market. The measure was
notified to the Textiles Surveillance Body in April 1986. The TSB
recommended that Norway and Pakistan should resume consultations while
Norway should ensure that the normal flow of trade from Pakistan was not to
be disrupted. The parties reported that these consultations did not result
in a mutually agreed solution. The TSB was not fully satisfied that bed
linen imports from Pakistan had caused market disruption in Norway and
recommended that further consultations should be held.

761. In the MFA agreement concluded between Norway and Pakistan, effective
from 1 January 1988 until the end of 1991, the annual import quota for bed
linen from Pakistan was set at 135,000 kgs. The growth and flexibility
provisions concerning bed linen were substantially more strict than for the
other textile categories. However, Norwegian import statistics for 1989
and 1990 show a considerable rise in imports of bed linen from Pakistan.

5The Norwegian Government also stated that the Amtech system had been found to be
proven, reliable, competitive, type-approved by the PTT and commercially available and that
the Extended Evaluation Committee had concluded that both systems could satisfy the
requirements set up for the Oslo Toll Ring Project.

6GATT document, GPR/M/39, 6 june 1991.
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(2) Other Disputes

762. The EFTA agreement provides for both formal and informal channels for
resolving trade disputes as they arise between member countries. Under
Article 31 of the Convention, a participating country may request that a
formal complaint be brought before the Council if it considers that any
benefits conferred upon it by the Convention are being or may be
frustrated. Article 31 is to be used only as a last resort, when attempts
to settle disputes by negotiation between the parties concerned fail.

763. After considering the matter, the Council makes recommendations on
the appropriate course of action which, though not legally binding, would
normally be carried out. The Council may authorise other EFTA countries to
suspend the application of specified obligations towards a partner not
willing to implement the Council's recommendations.

764. Only six cases have come before the Council for settlement under
Article 31 in the history of EFTA, the last in 1967. Two of the cases
concerned Norwegian complaints about practices of the United Kingdom. The
first case, in 1966, was settled as the United Kingdom agreed to accord
EFTA tariff treatment to Norwegian fish sticks made from fillets. The last
Article 31 case brought before the EFTA Council was a complaint by Norway
about the expansion of aluminium smelting in the United Kingdom. The
matter was never solved.

765. The free trade agreement between Norway and the EEC provides for the
establishment of a Joint Committee (Article 29) which shall be responsible
for the administration of the Agreement and its proper implementation. A
member country which feels that a given practice is incompatible with the
Agreement, may refer the matter to the Joint Committee. If the offending
contracting party fails to abolish the practice objected to within the
period fixed by the Joint Committee or, in the absence of agreement in the
Joint Committee, within three months of the matter being referred to it,
the contracting party may adopt any safeguard measures it considers
necessary to deal with the serious difficulties resulting from the practice
in question. In particular, the party may withdraw tariff concessions
(Article 27). The Joint Committee is free to adopt its own rules of
procedure and shall consist of representatives of the Community and Norway.

766. Identical arrangements are established under the Agreement between
Norway and the member States of the European Coal and Steel Community.

7Most current disputes within EFTA are settled through consultations in various expert
groups.


