
 NORWEGIAN MARKET STATEMENT 

1. General economic trends affecting the forest and forest industries sector 

The strong growth in the mainland economy through 2004 appears to continue. Growth is 
expected to be well above trend this year as well. The main drivers behind the expansion are 
increased investment within the petroleum industry, together with high growth in private 
consumption and housing investments. This must be seen in light of low interest rates. The 
upturn has gradually become broader based. Exports are increasing, and business investment 
appears to be growing more rapidly than previously assumed. All in all, it is now estimated 
that Mainland Norway GNP will grow by 3.8 percent in 2005. The outlook for next year 
suggests a normalisation of mainland economic growth, with estimated Mainland Norway 
GNP growth of 2.3 percent. The slowing down of the growth rate reflects the expectation that 
petroleum investments will fall back from a very high level, whilst housing investments will 
at the same time level off after a few years of strong growth. In addition, a somewhat lesser 
growth in household consumption is expected.  
 
The upturn in the mainland economy is reflected in the labour market. Employment has 
increased by well over 20,000 people since summer 2003. At the same time, more people 
have joined the labour market, resulting in a modest reduction in unemployment thus far. 
Unemployment was 4.5 percent of the labour force as per the 1stquarter of 2005. Employment 
growth from 2004 to 2005 is estimated to 18,000 people, corresponding to about 0.6 percent. 
It is expected that economic growth will translate into a gradual reduction in unemployment 
through the year. Unemployment is estimated to fall to an average of 4.3 percent for this year 
and 3.9percent next year.  
 
Following several years of excessive growth in labour costs, wage growth has been more 
moderate since 2003. On the basis of agreements concluded so far this year, the Government 
forecasts a wage growth in 2005 of about 3.7 per cent. Wage growth on the part of our main 
trading partners has also been adjusted somewhat down, and is now estimated at about 3 
percent.  
 
Retail prices (RPI) increased by only 0.4 percent on an annualised basis last year. Adjusted 
for changes in indirect taxes and excluding energy goods (RPI-ATE), retail prices were 0.8 
percent higher in April this year than in the same month last year. The Government expect an 
RPI growth of 1.5 percent this year and 2.3 percent next year. RPI-ATE growth is estimated at 
1.2 percent this year and 2.3 percent next year.  
 
The Norges Bank’s key rate (sight deposit rate) has remained unchanged at 1.75 percent for 
about a year. Money market pricing indicates that the key rate is expected to be raised by ¼ 
percentage point over the summer, and that the key rate will be 2½ percent as per yearend 
2005. 
 
The Norwegian krone (NOK) has depreciated by 7½ percent, as measured by manufacturing 
industry’s effective exchange rate, since Norges Bank embarked on the lowering of interest 
rates in December 2002.Consequently, the NOK appreciation throughout 2002 has thereby, in 
the main, been reversed. Thus far this year, the krone exchange rate has remained relatively 
stable. Based on a technical assumption that the krone exchange rate will develop in line with 
the forward exchange rate, we expect that the effective NOK exchange rate will remain more 
or less unchanged through this and the coming year. 



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 

The Government presented a proposal for a new forest legislation in December 2004 and it 
was adopted by the Parliament in 2005. The new act will enter into force January 1st in 2006. 
The new act represents a simplification compared to the existing forestry act of 1965, which it 
will replace. The forest legislation will focus more on the role of the local authorities in forest 
management. Further, the responsibility of the forest owner is made more explicit. The forest 
owner is expected to know the environmental resources in a way that ensures the biological 
sustainability of forest operations taking place. The requirements for regeneration after 
harvesting are also set out more clearly in the new act. New forest roads cannot be built 
without permission from local authorities, and the local authorities may also establish 
regulations requiring forest owners to submit plans before carrying out certain operations. 
 
The Parliament has expressed concern over what seems to be a low activity in the forest 
sector, and have requested the Government to propose national strategies for increasing the 
annual harvesting. 

B. Initiatives to encourage the use of sustainable produced timber products 

The Government established the Wood programme in 2000/2001 in order to increase the 
value adding processing and application of timber. The programme was initially given a work 
period of five years. The programme is now an important part of a new strategy for industrial 
development from The Ministry of Agriculture and food; The Agricultural Sector – More than 
Agriculture (2005). One of the elements of the new strategy is to achieve increased use of 
wood and improved profitability throughout the value chain. The new strategy supports the 
forest sector industries in their goal of increasing the annual average consumption of wood 
per capita from 0.55 m3 to 0.75 m3 by 2010. 
 
The following principal strategies for promoting the use of wood are: 
 

1) To develop innovation systems and value chains 
2) To realise potentials for increased use of wood through innovation and product 

development 
3) To show, profile and communicate the opportunities connected with increased use of 

wood 
4) To work to achieve good framework conditions and increased scope for action for the 

industry so that it will utilise these opportunities. 
 
The wood programme was evaluated in 2004, and the results showed that the programme has 
been successful in order to create development in the forest industry and increase the general 
awareness of wood as alternative material. The EFTA Surveillance Authority (ESA) is now 
investigating a complaint from "byggutengrenser.no"(concrete and mason industries) which 
alleges that the Norwegian State is granting “unlawful state aid” to the wood cons truction 
industry through the wood programme. 
 
 



C. Forest sector development policies 

The Government provides support for investments and environmental actions in forestry. The 
Local forest authorities manage these means. In addition the Government supports resource 
and environmental assessments related to forest management plans.  

D. Climate change policy 

Norway has ratified the Kyoto Protocol under the UN Framework Convention on Climate 
Change, agreeing to reduce their overall greenhouse gas emissions. Norway has committed 
itself to limit its emissions in 2008 - 2012 to maximum 1 per cent above the 1990 level. 
 
The national incentives used to control greenhouse emissions reflect the natural complexity of 
the issue, which affects all walks of life. In addition to traditional pollution permits under the 
Pollution Control Act, the Norwegian authorities now use a range of different regulations, 
economic incentives, and stimulants. 
 
The Greenhouse gas emission trading act was introduced in January 2005 in order to reduce 
the total greenhouse gas emissions. The act will provide incentives for reducing emissions, by 
giving industries less free allowances than needed at present level of emissions, combined 
with the possibility to sell or buy emission allowances. Companies will then have the choice 
of reducing the emissions to comply with their allowances or buying extra allowances from 
others. Companies able to reduce emissions under their free allowances levels may sell parts 
of their allowances, making the emission reduction more profitable. The act will not apply to 
emissions from biomass combustion, making bio energy more competitive where applicable. 

E. Wood energy policies 

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 
supports the aim set by the agricultural and forestry industry for an increase of 10 TWh by 
2015. 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. 
 
The ministry has adopted the same principal strategies for promoting bioenergy as those for 
promoting the use of wood, mentioned under initiatives to encourage the use of sustainable 
produced timber products.  

F. Trade policy and tariff and non-tariff barriers, including phytosanitary measures 

There are no tariff barriers for import of wood forest products to Norway. Non-tariff barriers 
are found when plant pathogens alien to the Norwegian environment occur in the exporting 
country. 

3. Developments in forest products market sectors  

A. Wood raw materials 

The commercial removals of sawlogs, pulpwood and other industrial roundwood are expected 
to reach 7.4 million m3 in 2004. This represents an increase by 3 % from 2004; still the 



amount is regarded to be small compared to the growing stock and annual increment, although 
the level of harvesting is high in areas close to major industries. The removals in the past 
years represent the lower part of figures on annual harvesting for industrial purposes in the 
last decades. 
 
The roundwood imports for 2005 are lower than expected. Industries are expecting decreasing 
supply of raw materials from abroad, and may therefore try to secure the domestic supply. 
Exports of roundwood are expected to decrease. 

B. Wood energy 

The official figure for wood fuel from market statistics is approximately 0.83 million m3. 
However, it is reason to believe that amount harvested for private wood fuel is much higher. 
Based on consumption studies and other non-verified estimates the total amount ranges from 
2.5 to 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. A lot of private 
households will also have access to wood fuel on their own property, covering the need for 
themselves and their relatives. It is likely that a lot of these transactions are not reported into 
timber statistics. 

C. Certified forest products 

More than 95% of the Norwegian forestry is certified. The major imports of wood come from 
Sweden and Finland, where certification rates are similar for commercial forestry. The 
certification in Norway is based on the PEFC system. This system has been challenged, as the 
official procurement policy in the UK initially did not approve the PEFC as an acceptable 
documentation of sustainable forestry. Such regulations would exclude all products based on 
Norwegian wood raw materials from government purchases in the UK. Recently PEFC has 
however been accepted as a full assurance of legal and sustainable forestry by the UK 
procurement policy. 
 
The consumer awareness on forest certification is low regarding domestic raw materials and 
domestic made products made of boreal wood raw material. The situation is different on 
imported hardwood products, especially products made of wood from the tropics. A 
government contractor using elements of tropic wood was recently ordered to replace major 
parts of a building after not been able to document the origins of the materials. The case was 
given headlines on major national newspaper and television for several days and illustrates the 
public concern about sustainable resource management. 

D. Value-added wood products 

There is an increasing demand for value-added wood products in Norway. The increase can 
mainly be explained by the general growth of the economy, as the use of joinery is strongly 
correlated to building and refurbishing activity. In addition the increase should probably also 
be explained by an increasing competitiveness of wood due to product development and 
marketing efforts. New construction elements as gluelam and massive wood are one example, 
but also more traditional products as trusses expand their area of use due to product 
enhancements.  



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 
further in 2005. The low domestic supply of roundwood is a serious challenge for the sawmill 
industry. To utilize the production capacity, 12% of the raw materials are imported, mostly 
from Sweden and Finland. 
 

F. Wood based panels 

Minor changes. 

G. Pulp and paper 

The production and consumption of pulp and, especially, paper had an upswing in 2004, but 
prices were low. The outlook for 2005 and 2006 are a bit bleaker. Prices remain low, and 
there is increasing competition from countries were production costs are lower. However the 
production and consumption levels in Norway are expected to stay at a 2004 level for 2005 
and 2006. 
 



4. Tables 

A. Economic indicators 

Key projections for the Norwegian economy. Volume changes from previous year. Per cent 

 2004 NOK 
billion 

2004 2005 2006 

Private consumption 755.1 4.4 4.1 4.0 
Public consumption  370.9 2.3 1.7 1.8 
Gross fixed investments  303.9 9.1 12.5 1.5 
Petroleum 72.4 12.3 25.0 -5.6 
Business sector, Mainland No rway  116.4 6.1 6.9 4.0 
Exports  736.8 0.9 1.5 3.9 
Crude oil and natural gas  337.3 -0.5 0.0 5.8 
Traditional goods 209.9 3.0 3.4 1.4 
Imports  497.9 9.1 7.1 4.5 
Traditional goods  322.9 11.0 5.9 4.5 
Gross domestic product  1 685.6 2.9 3.1 2.8 
Mainland Norway  1 307.5 3.5 3.8 2.3 
Memorandum items:     
Consumer price inflation  .. 0.4 1.5 2.3 
Core inflation  .. 0.3 1.2 2.3 
Wage growth  .. 3.8 3.7 3.5 
Employment growth  .. 0.2 0.6 1.2 
Unemployment rate  .. 4.5 4.3 3.9 
Household saving rate. Per cent of net disposable income  .. 10.3 9.1 2.4 
Current account balance, NOK billion  227.8  258.1 255.0 
Source: Statistics Norway and Ministry of Finance 

B. Forest products production and trade in 2004, 2005 and 2006 

   Unit 1000 2004 2005 2006 
Industrial Removals  Saw and veneer logs m3 3 860 3 960 3 910 
roundwood Production Pulpwood m3 3 413 3 550 3 550 
  Other industrial 

roundwood 
m3 - - - 

  Total m3 7 273 7 510 7 460 
 Imports Saw and veneer logs m3 586 508 508 
  Pulpwood m3 1 623 1 600 1 600 
  Total m3 2 209 2 108 2 108 
 Exports Saw and veneer logs m3 137 127 102 
  Pulpwood m3 209 200 150 
  Total m3 346 327 152 
Sawnwood Production  m3 2 229 2 325 2 325 
 Imports  m3 847 955 955 
 Exports  m3 481 475 475 
Wood pulp Production  Mt 2 527 2 500 2 500 
 Imports  Mt 92 80 90 
 Exports  Mt 660 661 660 
Paper and  Production  Mt 2 294 2 280 2 250 
paper board Imports  Mt 564 568 565 
 Exports  Mt 2 011 1 902 2 000 
Sources: Statistics Norway, Norwegian Forest Owners Federation, The Norwegian Sawmill Industries 
Association, Norwegian Pulp and Paper Association 


