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1. GENERAL ECONOMIC TRENDS AFFECTING THE FOREST AND FOREST 
INDUSTRIES SECTOR 

An appropriate policy mix has contributed to improved outlook for the Norwegian economy 
over the last year. Growth in mainland Norway is picking up, and the situation in the labour 
market has improved. The revised fiscal budget has a broadly neutral effect on the activity 
level of the mainland economy. Fiscal restraint is important to avoid a renewed strengthening 
of the Norwegian krone.  

During the second half of 2002 and the first half of 2003, the outlook for the Norwegian 
economy weakened considerably, and unemployment increased. The interest rates were very 
high by the end of 2002, and the krone exchange rate was strong. Against this background, 
the fiscal budgets for 2003 and 2004 were framed to facilitate a looser monetary policy 
stance. The policy mix has proved to be successful in boosting the private sectors of the 
economy. The weakening of the krone exchange rate since the beginning of 2003 has, 
together with stronger growth internationally, improved the outlook for exposed industries. 
Furthermore, the lower interest rates have contributed to an upswing in domestic demand, in 
particular private consumption. 
 

2. POLICY MEASURES TAKEN OVER THE PAST 18 MONTHS, WHICH 
MIGHT HAVE A BEARING ON TRADE AND MARKETS OF FOREST 
PRODUCTS OR FOREST MANAGEMENT 

A. Forest law enforcement, governance and trade 
Norway is currently preparing a new forestry act. It is expected that the environmental 
regulations will be updated based on new knowledge, especially within the field of 
biodiversity. Results and guidelines from the international forest policy dialogue, in particular 
the United Nations forest process as well as the Ministerial Conference on the Protection of 
Forests in Europe constitutes an important basis for the new act 
 
In January 2004, the administration of the agricultural legislation and financial measures was 
transferred from governmental bodies at county level to the local municipality level. This 
transfer has provided freedom, but also responsibilities for management and economic 
development of natural resources locally. 
 
To combat illegal logging in our region, Norway take part in regional cooperation between the 
Nordic and the Baltic countries as well as Russia. Norway is in close contact with the 
European Union on their FLEGT initiative, aiming at establishing concrete activities. Also, 
Norway has a MoU with Indonesia to combat illegal logging- and trade in and from that 
country. Furthermore, Norway participates in the South East Asian regional FLEG initiative 
coordinated by the World Bank. 

B. Forest certification 
As most of the forestry in Norway is certified as a result of a voluntary process involving all 
parties related to forestry, there have been no initiatives regarding certification from the 
Government in the past 18 months. 



C. Promoting the sound use of wood 
In 2000 the Government launched a 5-year development programme aimed to increase the 
degree of domestic processing and use of wood products. The programme seeks to create 
conditions that promote wood as an environmentally friendly material with a wide range of 
applications and tap into the positive consumer attitude towards wood. Focus is also on the 
necessity to improve communication along the value chain from forest to market. The 
programme is established as a partnership between the public and the private sector. Forest 
owners and forest industry are practically and financially involved in the program in order to 
secure successful implementation. Concrete activities and projects are developed and several 
of these are now in the course of implementation. So far the development programme has 
been successful regarding the issues of focusing on the needs and possibilities for sector 
development in addition to the positive public awareness on forestry and wood products. 
Increased wood focus from architects, designers and engineers are assumed to have a long-
term effect. 

D. Research and development related policies 
To strengthen the national capacity on forest research and development, and to make a more 
robust basis for funding, a process aimed at increasing the efficiency of activities on forest 
research, development and information was initiated in 2004. Focus is on the functions and 
tasks of the Norwegian Forest Research Institute, the Norwegian Institute of Land Inventory 
and the Forest Extension institute.  

E. Industry competitiveness and investment policy 
The general economic situation in Norway, with low interest rates and a currency less strong 
than in previous years has given better competitiveness for the national forest industries. 

F. Climate change policy 
In addition to activities aimed at increasing the use of wood products, the Government has 
initiated measures to increase the use of renewable energy sources in order to reduce the 
emissions of greenhouse gases.  The goal is to decrease the use of fossil fuels for heating by 
25% by 2012. Renewable energy sources from the forestry sector are expected to be better 
utilized. It can also be mentioned that in August this year, Norway hosted a UNFCCC 
workshop on the issue of treatment of harvested wood products in the reporting system of the 
UN framework convention on climate change and the Kyoto protocol. This may be an 
important issue for the forest sector, as the decisions on how to account for the carbon stored 
in wood will affect trade, the level of harvesting and the use of bio fuel. The intention of 
workshop was to get a better common understanding of the implications of the different 
options on approaches for reporting of harvested wood products.  

G. Wood energy promotion 
Improved energy efficiency, more flexibility in the energy supply and decreased dependence 
on direct electricity for heating, and an increased share of renewable energy sources, other 
than large hydropower, in the energy supply mix are key features of Norwegian energy 
policy. The yearly consumption of bio energy in Norway is 16 TWh. The Government aims 
for an increase of 7 TWh by 2010. By funding projects and investments in bio energy the 
Government encourages the increased use of bio fuel, substituting non-renewable energy 
sources. From 2004, producers of bio fuel are granted tax relief, and energy tax is not claimed 
for bio energy. 



H. Trade policy and tariff and non-tariff barriers 
There are no tariff barriers for import of wood forest products to Norway. Non-tariff barriers 
are found where plant pathogens alien to the Norwegian environment occur.  

I. Phytosanitary measures 
The Norwegian Food Safety Authority was established on 1 January 2004 to promote human, 
plant, fish and animal health, environmentally friendly production, and ethically acceptable 
farming of animals and fish. Regulations of import and export due to phytosanitary reasons 
are based on the act on food production and food safety. This act is administrated by the 
Norwegian Food Safety Authority.  The aim of this legislation is to prevent the introduction 
and widespread of alien plant damage agents.  

3. DEVELOPMENT IN FOREST PRODUCTS MARKETS SECTORS 

A. Wood raw materials 
The commercial removals of sawlogs, pulpwood and other industrial roundwood are expected 
to reach 7.1 million m3 in 2004. This represents an increase by 6 % from 2003, still the 
amount is regarded to be small compared to the growing stock and annual increment. The 
removals of 6.7 million m3 in 2003 represent one of the lowest figures on annual harvesting 
for industrial purposes in the last decades. 
 
Imports of roundwood has increased significant since 2002, end estimates for 2004 shows an 
expectation of an increase of more than 20% from last year. While the estimate on export of 
roundwood shows an increase compared to 2003, the amount is less than half than the figure 
for 2002.  

B. Wood energy 
The figure for wood fuel collected from market statistics is approximately 1.3 million m3. 
However, it is reason to believe that amount harvested for wood fuel is much higher. 
Estimates on the total amount include figures as high as 3.5 million m3, making it a 
substantial part of the total fellings in Norway. The reason for the uncertainty in the 
assessments is probably found in the fact that much of the wood fuel is sold directly from the 
forest owner to the consumer, often in small amounts. This amount of wood involved in these 
transactions is not reported into timber statistics, and some of the producers do not report the 
incomes either, making it a part of the black marked.   

C. Certified forest products 
All major forest industries in Norway require certification of forest management from their 
domestic suppliers of roundwood. Nearly all forest properties have been certified through the 
Norwegian Forest Owners Federation or the Norwegian Forestry Association, Norske Skog 
and SB Skog according to the ISO 14001 or EMAS EMS with the Living Forest Standards. 
The certification meets the requirements of the PEFC. FSC certification does only occur at 
one single property in Norway. 

D. Value-added wood products 
By high-profile projects as the Oslo airport Gardermoen, constructions made for the ’94 
Winter games in Lillehammer and road bridges, gluelam has gained focus as a material 
combining the naturalness and flexibility of wood with the strength and stability of other 



materials. The production of gluelam is low compared to sawnwood, and has been reduced in 
the last two years caused by difficulties in the export markets. Still, deliveries of gluelam will 
often include added services as projecting, tailor made elements and static calculations, giving 
a larger potential for profitability. 

E. Sawn softwood 
There are only minor changes in the production and consumption of sawn softwood. The 
domestic consumption is larger than the production. The imports are expected to increase by 
13% from 2003, and the increase is expected to continue in 2005. The low domestic supply of 
roundwood is a serious challenge for the sawmill industry. To utilize the production capacity, 
a large part of the raw materials are imported. 

F. Wood-based panels 
Only minor changes. Approximately 50% of the production is exported. 

G. Pulp and paper 
There are only minor changes in the production and consumption of pulp and paper. Most of 
the production of paper is exported. The prices have been lowered, but the weakening of the 
Norwegian currency has compensated for this. Demands are increasing, and the prospects are 
good at the moment.  



 

4. TABLES 

A. Economic indicators 

Key projections for the Norwegian economy. Volume change from previous year. Per cent 
 2003 NOK 

billion
2003 2004 2005

Private consumption 721.9 3.7 4.5 3.7
Public consumption  352.6 1.3 1.8 1.3
Gross fixed investments  264.9 -2.5 4.9 5.0
Petroleum 63.3 15.8 11.0 7.1
Business sector, Mainland Norway  95.5 -8.3 3.5 5.1
Exports  646.7 0.1 1.6 3.0
Crude oil and natural gas  287.6 -0.5 -0.4 2.1
Traditional goods 188.7 2.5 4.8 5.6
Imports  432.3 1.8 4.7 4.2
Traditional goods  281.6 4.1 5.1 4.1
Gross domestic product  1570.3 0.3 2.4 2.9
Mainland Norway  1247.3 0.7 3.2 3.1
Memorandum items:   
Consumer price inflation  2.5 ½ 2
Core inflation  1.1 ¾ 2¼
Wage growth  4½ 3¾ 4
Employment growth  -0.6 0.2 0.8
Unemployment rate  4.5 4.3 4.1
Household saving rate. Per cent of net disposable income  7.5 6.3 5.7
Current account balance, NOK billion  202.7 181.1 165.4
Source: Statistics Norway and Ministry of Finance 

B. Forest products production and trade in 2003, 2004 and 2005 
 
   Unit 1000 2003 2004 2005
Industrial Removals Saw and veener logs m3 3 661 3 885 4 010
roundwood Production Pulpwood m3 3 083 3 250 3 300
  Other industrial 

roundwood 
m3 26 26 26

  Total m3 6 770 7 161 7 336
 Imports Saw and veneer logs m3 504 608 558
  Pulpwood m3 2 103 2 148 2 048
  Total m3 2 607 2 756 2 606
 Exports Saw and veneer logs m3 151 167 152
  Pulpwood m3 243 176 201
  Total m3 394 343 353
Sawnwood Production  m3 2 229 2 226 2 276
 Imports  m3 678 761 811
 Exports  m3 561 560 585
Wood pulp Production  Mt 2 389 2 500 2 550
 Imports  Mt 97 90 90
 Exports  Mt 615 675 700
Paper and  Production  Mt 2 186 2 250 2 300
paper board Imports  Mt 581 550 550
 Exports  Mt 1 877 1 950 2 000
Sources: Statistics Norway, Norwegian Forest Owners Federation, The Norwegian Sawmill Industries Association, Norwegian Pulp and 
Paper Association 


