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Foreword

The principal aim of the OECD Environmental Performance Review programme is to help member and
selected partner countries improve their individual and collective performance in environmental
management by:

e helping countries assess progress in achieving their environmental goals
e promoting continuous policy dialogue and peer learning
o stimulating greater accountability from governments towards each other and public opinion.

This report reviews the environmental performance of Norway since the previous review in 2011. Progress
in achieving domestic objectives and international commitments provides the basis for assessing the
country’s environmental performance. Such objectives and commitments may be broad aims, qualitative
goals or quantitative targets. A distinction is made between intentions, actions and results. Assessment of
environmental performance is also placed within the context of Norway’s historical environmental record,
present state of the environment, physical endowment in natural resources, economic conditions and
demographic trends.

The OECD is indebted to Norway’s Ministry of Climate and Environment for its co-operation in providing
information, for the organisation of the virtual review mission (20-24 September 2021) and policy mission
(7 December 2021) as well as for facilitating contacts inside and outside government institutions. Thanks
are also due to all government ministries and agencies, as well as to the non-government organisations,
that participated in the virtual missions and/or provided information and comments. Due to the COVID-19
pandemic, most of the review was conducted remotely engaging close to 150 stakeholders.

The OECD is grateful to the representatives of the two examining countries: Veli Auvinen and Kaarle
Kupiainen (Finland), and Megan Barnhart, Daniel Gogal, Chris Hartley, Eva Kreisler, Karen Maguire, Hope
Bigda-Peyton, Steve Wolfson and Lia Yohannes (United States).

The authors of this report are Julia Wanjiru Nikiema (Chapter 1, OECD Environment Directorate) and
Roger Martini (Chapter 2, OECD Trade and Agriculture Directorate). The review process was co-ordinated
by Julia Wanjiru Nikiema. Ivana Capozza and Nathalie Girouard provided oversight. Valuable inputs were
provided by Ivana Capozza, Eugene Mazur and Nils Axel Braathen. Carla Bertuzzi provided statistical
support and research assistance; Fiona Smyth and Annette Hardcastle provided administrative support
and Mark Foss copy-edited the report. Natasha Cline-Thomas provided communications support.
Preparation of this report also benefited from inputs and comments from Enrico Botta, Ben Conigrave,
Lara Fleischer, Gregoire Garsous, Guillaume Gruére, Havard Halland, Philip Hemmings, Katia Karousakis,
Krzysztof Michalak, Sarah Miet, Mark Mateo, Daniel Nachtigall, Edward Perry, Anasuya Raj, Jonas
Teusch, Konstantinos Theodoropoulos, Kurt van Dender and Frédérique Zegel of the OECD Secretariat.

The OECD Working Party on Environmental Performance discussed the draft Environmental Performance
Review of Norway at its meeting on 16 February 2022 and approved the Assessment and
Recommendations.
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Reader’s guide

Signs
The following signs are used in figures and tables:
: not available

- . nil or negligible
: decimal point

Country aggregates

OECD Europe: This zone includes all European member countries of the OECD, i.e. Austria, Belgium, the
Czech Republic, Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Iceland, Ireland, Italy,
Latvia, Lithuania, Luxembourg, the Netherlands, Norway, Poland, Portugal, the Slovak Republic, Slovenia,
Spain, Sweden, Switzerland, Turkey and the United Kingdom.

OECD: This zone includes all member countries of the OECD, i.e. the countries of OECD Europe plus
Australia, Canada, Chile, Colombia, Costa Rica, Israel*, Japan, Korea, Mexico, New Zealand and the
United States.

Country aggregates may include Secretariat estimates.

Currency
Monetary unit: NOK
In 2021, USD 1 = NOK 8.599

In 2020, USD 1 = NOK 9.419
In 2019, USD 1 = NOK 8.800

In 2021, EUR 1 = NOK 10.163
In 2020, EUR 1 = NOK 10.723
In 2019, EUR 1 = NOK 9.851

Cut-off date
This report is based on information and data available up to December 2021, including some updated
information received in January 2022.

Disclaimer

* The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities.
The use of such data by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem
and Israeli settlements in the West Bank under the terms of international law.

This document and any map included herein are without prejudice to the status of or sovereignty over any
territory, to the delimitation of international frontiers and boundaries and to the name of any territory, city
or area.
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Basic statistics of Norway

2020 or latest available year (OECD values in parentheses)?

PEOPLE AND SOCIETY
Population (million) 5 Population density per km? 9 (36)
Share of population by type of region: Population compound annual growth rate, latest 5 years 08 (0.6)
Predominantly urban (%) 24 (48)  Income inequality (Gini coefficient) 0.26 (0.33)
Intermediate (%) 50 (28)  Poverty rate (% of pop. with less than 50% median income) 8 (12
Rural (%) 26 (24)  Life expectancy 83 (81)
ECONOMY AND EXTERNAL ACCOUNTS
Total GDP (National currency, billion) 3413 Imports of goods and services (% of GDP) 3 (29
Total GDP (USD, billion, current prices and PPPs) 340 Main exports (% of total merchandise exports)
GDP compound annual real growth rate, latest 5 years 0.9 (0.7) Petroleum and related products 32
GDP per capita (1 000 USD current PPPs) 63 (45) Gas, natural and manufactured 17
Value added shares (%) Fish, crustaceans, molluscs 13
Agriculture, forestry and fishing 2 (2)  Main imports (% of total merchandise imports)
Industry including construction 33 (24) Road vehicles 1
Services 65 (74) Electrical machinery and transport equipment 6
Exports of goods and services (% of GDP) 38 (29) Other industrial machinery 5
GENERAL GOVERNMENT
Percentage of GDP
Expenditure 584  (40.8)  Education expenditure 56 (5.0)
Revenue 55.0  (37.7) Health expenditure 87 (7.8)
Gross financial debt 53.6 (109.2)  Environment protection expenditure 09 (0.5)
Fiscal balance -3.4 <(3.2)  Environmental taxes: (% of GDP) 20 (1.9
(% of total tax revenue) 51 (5.0)
LABOUR MARKET, SKILLS AND INNOVATION
Unemployment rate (% of civilian labour force) Patent applications (% of all technologies)P
4.4 (7.1)  Environment-related technologies 12 (1)
Tertiary educational attainment of 25-64 year-olds (%) 45 (40) Environmental management 5 (3)
Gross expenditure on R&D, % of GDP 2.2 (2.5) Climate change mitigation technologies 10 (10
Climate adaptation technologies 7 (1
ENVIRONMENT
Total energy supply (TES) intensity:
TES per capita (toe/cap.) 53 (3.7)  Road vehicle stock (vehicles./100 inhabitants) 76 (67)
TES per GDP (toe/1 000 USD, 2015 PPPs) 0.09  (0.09) Water stress (abstraction as % of available resources) (8.6)
Renewables (% of TPES) 51 (12)  Water abstraction per capita (mé/cap./year) .. (696)
Carbon intensity (energy-related CO): Municipal waste per capita, (kg/capita) 772 (538)
Emissions per capita (t/cap.) 6.7 (8.3)  Material productivity (USD, 2015 PPPs/DMC, kg) 20 (29
Emissions per GDP (t/1 000 USD, 2015 PPP) 011 (0.19)  Land area (1 000 km?) 365
GHG intensity: © % of arable land and permanent crops 2 (M)
Emissions per capita (tCO2eq/cap.) 94  (11.3) % of permanent meadows and pastures 0 (23
Emissions per GDP (tCOzeq/cap. USD, 2015 PPP)  0.15  (0.26) % of forest area 3 (33
Mean population exposure to air pollution (PMes), g/m3 6.7 (13.9) % of other land (built-up and other land) 64 (32

a) Values earlier than 2014 are not taken into consideration. OECD value: where the OECD aggregate is not provided in the source database, a simple OECD
average of the latest available data is calculated where data exist for a significant number of countries.

b) Higher-value inventions that have sought protection in at least two jurisdictions. Average of latest three years.

c) Excluding emissions/removals from land use, land-use change and forestry.

Source: Calculations based on data extracted from databases of the OECD, IEA/OECD, EUROSTAT and the World Bank.
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Executive summary

The fourth Environmental Performance Review of Norway provides an independent, evidence-based
evaluation of the country’s environmental performance over the past decade. Drawing on a broad range
of expertise and analysis of cross-country economic and environmental data, it provides 30 country-tailored
recommendations to help Norway further improve its environmental performance in line with its national
and international commitments.

The first chapter summarises key environmental trends and assesses the environmental effectiveness and
economic efficiency of the policy mix, including fiscal, economic, regulatory and voluntary instruments.
Norway has made progress on the path towards green growth over the past decade. The country is a
frontrunner in many environmental areas and invests heavily in technological development and innovation
to support its green transition. It has set many ambitious national environmental targets across all sectors.
Indeed, its national targets on climate mitigation are among the most ambitious worldwide, and the country
aims to achieve climate neutrality by 2030. Norway has a well-functioning environmental management
system, with a high level of co-operation, vibrant civic engagement in decision making and strong advisory
bodies.

The second chapter offers an in-depth analysis of Norway’s land use and biodiversity management. The
topic was chosen by the Ministry of Climate and Environment, which saw the need for a critical,
independent assessment of the country’s land-use policy in a context of increased pressure on land and
biodiversity. Norway is clarifying its vision of sustainable land use, even as it adopts new tools for
assessment and new means of co-operation to achieve its goals. The situation remains a work in progress
but is moving in the right direction. If the government implements all its plans, it could generate positive
outcomes for the health of biodiversity and ecosystems and in benefits for Norwegians.

The report also examines actions taken to implement recommendations from the previous review and the
results achieved. While Norway has addressed most of the previous recommendations, some of the
identified challenges require sustained effort to achieve lasting results. Norway’s experience offers many
practical lessons for other OECD members and partner countries.

Key findings

The environmental impact of Norway’s recovery measures was mixed

The health and economic impacts of COVID-19 have been less severe in Norway than in other European
countries. While its economy was initially hit hard by slumping oil prices, Norway will reach pre-pandemic
per capita levels of gross domestic product (GDP) in 2022. Economic measures included a mix of
time-limited compensation and subsidy schemes, temporary changes in tax rules, income protection,
investments in key infrastructure sectors, increased funding in technology development and a green
transition package. The cost of these measures was NOK 230 billion in 2020 and 2021 (about
USD 26.7 billion), including substantial support for the oil and gas industry and the aviation sector. Thanks
to the rebound in oil prices, policy makers can now turn more fully to structural challenges.

OECD ENVIRONMENTAL PERFORMANCE REVIEWS: NORWAY 2022 © OECD 2022
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Norway is on track to achieve many but not all Sustainable Development Goals

Norway ranked seventh on the 2021 index of countries’ progress towards achieving the Sustainable
Development Goals. Norway has fully achieved six goals and is making good progress towards another
four. Like many other OECD countries, Norway still faces “significant” or “major” challenges for several
goals, including climate action, sustainable consumption patterns and biodiversity protection. Most of the
remaining challenges are related to increased environmental pressures.

Norwegians enjoy good overall air quality

Norway’s four major cities rank in the top 20 of the European City Air Quality Index. Premature death
attributed to fine particulate matter (PM2.5) exposure is less than one-third the OECD average. Norway
complies with EU directives on air quality standards. Its pollutant emissions and intensities of PM2s,
nitrogen oxide, sulphur oxide and black carbon have all decreased over the past decade. Except for
ammonia and non-methane volatile organic compounds, Norway reached its air emission targets.

Norway has abundant water resources but needs to tackle water losses

The country is endowed with a large number of lakes and river habitats. Nearly 90% of drinking water is
withdrawn from surface water, and about 90% of Norwegians have access to treated drinking water from
waterworks with high quality standards. However, up to 30% of abstracted water is estimated to leak from
the drinking water supply system. The country needs to upgrade its ageing sewage and drinking water
infrastructure, and adjust to new climate challenges, such as increased precipitation, floods and rising sea
levels.

Significant challenges remain to achieve a circular economy

Norway is not on track to decouple waste generation from economic growth. Waste generation reached
12.2 million tonnes in 2019, a record high and up 3% from 2018. The average Norwegian produced 772 kg
of municipal waste, among the highest amounts in Europe (OECD Europe average = 499 kg per capita).
Norway reduced food waste by close to 10% between 2015 and 2020. Recycling remained fairly stable
overall. Norway has one of the world's highest material consumption rates, a high material footprint per
capita and low material productivity. Only a small share of products is cycled back into the economy.

Like many other countries, Norway has a way to go to reach its 2030 climate targets

Norway has decoupled greenhouse gas (GHG) emissions from GDP growth. Since 1990, emission levels
have varied between 47.5 million (1992) and 56.9 million tonnes of CO2-equivalent (CO2-eq) (2007).
Norway is expected to emit around 41.2 million tonnes of CO2-eq annually by 2030, 20% below the
1990 level. These estimates do not include measures of the Climate Action Plan 2021-30 or the effects of
Norway’s participation in the EU Emissions Trading System (ETS). Outside of agriculture, climate
measures are broad-based and should bring proportionate reductions in all sectors. As a small and open
economy, Norway’s focus on national GHG emissions provides only a partial picture of its global carbon
footprint.

The electrification of the vehicle fleet is on track, but further efforts are needed for
sustainable transport systems

Norway is a world leader in Zero Emission Vehicle (ZEV) adoption and made good progress towards
achieving its policy targets to electrify its vehicle fleet. Thanks to generous incentives, the market share of
newly registered ZEVs reached 64.5% in 2021. For a long time, the rapidly growing demand for mobility
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has outpaced progress in decarbonising the transport sector. Despite its great achievements, Norway
needs to redouble efforts and make more structural changes to establish sustainable transport systems
(e.g. Urban Growth Agreements).

The share of green taxes has declined due to tax incentives for electric vehicles

Norway’s share of environment-related taxes in total tax revenue and GDP is below the OECD Europe
average and has decreased over time. These taxes are a victim of their own success: reducing
environmentally harmful activities has undercut the tax base. This is most clearly seen through forgone tax
revenues in relation to ZEVs. While energy- and pollution-related taxes have increased since 2012,
transport-related taxes have declined continuously since 2004 due to the uptake of ZEVs and related
decline in internal combustion vehicles. As the electric vehicle market is maturing, it makes economic
sense to reduce tax incentives gradually. Norway should prioritise preparation of a place-based road-
pricing system. This should cover all passenger and light-duty vehicle categories, while considering the
needs of people in remote areas.

Norway taxes a high share of CO; emissions

Norway ranks among the top OECD countries in carbon pricing. The country aims to provide a long-term
perspective on carbon pricing. To that end, it provides a strong price signal to encourage increased
investments in renewable energy and low-carbon technologies. Norway’s Climate Action Plan 2021-30
proposes to raise the carbon tax from NOK 590 (USD 69) per tonne of CO2-eq in 2021 to NOK 2 000
(about USD 233) by 2030. Norway’s nominal carbon tax rate is among the highest in Europe and covers
more than 80% of national emissions. Norway has also introduced a carbon tax on waste incineration and
abolished the exemption for use of natural gas and liquefied petroleum gas in the greenhouse industry in
2022. The country has participated in the EU ETS since 2008.

Further reduce fossil fuel support and set time-bound targets

Total fossil fuel support has been declining over the past decade and represents about 0.2% of tax
revenue. In 2020, the lion’s share supports petroleum and the rest natural gas. Most support measures
are related to exemptions from the tax on mineral oil used for domestic shipping and fishing. Norway should
set time-bound targets and systematically screen actual or proposed subsidies, including those unjustified
on economic, social and environmental grounds. It should develop a plan to phase out support to fossil
fuel and other environmentally harmful forms of support.

Land-use change has exerted growing pressures on Norway’s diverse and pristine
landscapes

While Norway has one of the most diverse and pristine landscapes in Europe, trends in ecosystem status
are unfavourable in many parts of the country. Land use and land-use change in forestry and agriculture,
as well as for housing and roads, exerts substantial pressure on Norwegian biodiversity. Nearly all
threatened species are affected by factors related to land use in some way.

Norway made good progress on objective setting for ecosystem protection and related
knowledge systems

Norway is clarifying its vision of sustainable land use, even as it adopts new tools for assessment and new
means of co-operation to achieve its goals. The Biodiversity Action Plan and the Nature Index for Norway
are important tools in this regard. Government guidance to communities has improved overall. Norway
needs to continue developing a management system for ecosystem types as foreseen in the Biodiversity
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Action Plan and set aggressive timelines for implementation. It can build momentum for success by
regularly assessing ecological status and set specific, measurable, achievable, realistic and time-bound
objectives accordingly.

Better horizontal and vertical co-ordination can improve outcomes

Norway has used many different approaches for planning and decision making, embracing good practices
that could help make land-use planning more holistic. Developing highly capable institutions that represent
all stakeholders and handle conflict constructively can smooth the inevitable disagreements in land-use
planning. Improved information on the cumulative effects of local land planning on the value of ecosystem
services and national objectives will help county governors do their jobs better and help municipalities
better reflect these concerns in their plans.

The share of threatened species is increasing

Despite activity to protect important habitats and increasing expenditures on recovery, threatened species
face slow and steady decline. Habitat loss, degradation or fragmentation as a result of human activity
remain key drivers of this decline. Threatened species are found mainly in the southern regions where
species diversity is high and human activity widespread. Of the nearly 3 000 threatened species in the Red
List 2021, nearly 10% are critically endangered, about one-third are endangered and half are vulnerable.
In 2021, about one-quarter of mammals, bird species, mosses and plants were threatened.

The protected area system is expanding but incomplete

Protected areas make up 17% of Norway's mainland area, which is in line with the 2020 Aichi target and
above the OECD average. Considerably larger portions of land area in Svalbard (65%) and Jan Mayen
(nearly all) have been protected for several decades. However, protected areas do not represent all
landscape types, and forest protection is about half the national target of 10%. Most areas needing
additional protection are in the south. Moreover, nearly one-third of protected areas are at risk of
degradation and require additional action to secure their conservation values. Norway is well below the
OECD average for marine protected areas and failed to meet the Aichi target.

More is needed to promote climate-smart agriculture

Agricultural land suitable for arable crops is limited and benefits from many subsidies, among the highest
in the OECD. Agricultural land use is largely determined by the small share of land that is technically
feasible for farming combined with national policies to maintain and distribute production. Farmers remain
exempt from GHG emission taxes and agriculture is not part of the EU ETS. Norway’s levels of nitrogen
and phosphorus surpluses, which place pressure on soil water and air quality, are among the highest in
the OECD. It should redirect support from income and production objectives towards stronger incentives
for farmers to improve agri-environmental outcomes and develop climate-smart agriculture. In this way,
farmers would help restore the ecosystem value of agricultural landscapes.
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Assessment and recommendations

The Assessment and recommendations present the main findings of the
OECD Environmental Performance Review of Norway. They identify

30 country-tailored recommendations to help Norway make further progress
towards its environmental objectives and international commitments. The
OECD Working Party on Environmental Performance discussed and
approved the Assessment and recommendations at its meeting on

16 February 2022.
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1. Towards sustainable development

Norway has made progress on the path towards green growth over the past decade. The country is a
frontrunner in many environmental areas and invests heavily in technological development and innovation
to support its green transition. Norway’s low-carbon transition is comparatively well advanced. The country
has a low-carbon energy mix thanks to its widespread use of renewables. It is a world leader in electric
vehicle adoption, and is advancing the decarbonisation of all transport sectors. However, the country still
faces multiple challenges, including sustainable consumption patterns and biodiversity protection.

Norway set ambitious national environmental targets across all sectors. Its national targets on climate
mitigation are among the most ambitious worldwide. The country aims at achieving climate neutrality by
2030 and enshrined in law the target of becoming a low emission society by 2050. While Norway is a
climate mitigation and adaptation forerunner at home, it is also one of the world’s largest energy exporters,
thereby contributing indirectly to greenhouse gas (GHG) emissions abroad. Norway has the capabilities
and financial means to accelerate a just transition within its own borders and abroad. The country already
supports developing and emerging economies through the Norwegian International Climate and Forest
Initiative, which is the largest single element in Norway’s public climate finance. The government intends
to double its total climate finance to NOK 14 billion (USD 1.6 billion) by 2026.

While not a member of the European Union, Norway is part of the EU internal market through the
Agreement on the European Economic Area. As such, it implements large parts of EU environment and
climate policies. The country also has a long tradition of applying a wide range of economic instruments to
green its economy. Norway has a well-functioning environmental governance and management system
with a high level of co-operation, vibrant civic engagement in decision making and strong advisory bodies.
Citizens have generally free, open access to high-quality environmental information. The short distance
between research and policy-making bodies is an asset of the Norwegian system. The integration of
environmental concern into other policy areas has been at the core of policy making for several decades.

Norway is a frontrunner in many environmental areas, but there is still room for improvement.

Norway'’s energy transition is well advanced and the country is a leader in renewables

Norway has increasingly decoupled energy demand and related environmental effects from growth. Over
the past decade, it has accelerated deployment of renewables and improved energy efficiency thanks to
enhanced technology and the electrification of the transport and residential sectors. Nevertheless,
Norway’s energy consumption per capita, which historically has been among the highest in the OECD, is
still above the OECD average. This is due notably to high energy consumption in the industry sector, as
well as households’ heating needs due to the cold Scandinavian climate. Improving energy efficiency thus
needs to remain a priority for such an energy-intense economy.

Norway has one of the most decarbonised power sectors in the OECD area (Figure 1). It builds on
widespread use of renewable electricity, primarily hydropower and more recently wind power. The country
is energy self-sufficient with a surplus of renewable electricity in normal years, and has become Europe’s
largest energy exporter. Norway has reduced the share of fossil fuels in energy consumption since 2013
and decided to phase out its only coal-fired power plant in Svalbard. In 2020, it became the first country
that formally prohibited use of fossil oil for heating in existing buildings and in new buildings altogether.
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Figure 1. Norway’s energy mix is much more decarbonised than the OECD average
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Following Iceland, Norway has the second largest share of renewables, representing 51% in its energy
mix and 99% of its electricity output (Figure 1). It overachieved its national target of 67.5% share of
renewable energy in gross final energy consumption in 2020 in line with the EU Directive on renewable
energy. Norway's renewables sector is rapidly growing. The country has a competitive advantage in
large-scale deployment of offshore renewables, particularly wind.

Norway has ambitious climate targets...

The 2017 Climate Change Act, the 2020 Nationally Determined Contribution (NDC) under the Paris
Agreement and the Climate Action Plan 2021-30 lay out the framework of Norway’s climate action. Norway
also adopted its Climate Adaptation Strategy 2021. The government provides annual reporting on both
mitigation and adaptation efforts to Parliament.

Norway has raised ambition on legally binding climate targets. Within its NDC 2020, Norway aims to reduce
GHG emissions by at least 50% and towards 55% by 2030 compared to 1990 levels, including through
international emissions trading, such as the EU Emissions Trading System (EU ETS). The 2017 Climate
Change Act sets the long-term target of becoming a low-emission society by 2050. Moreover, in 2016,
Norway’s Parliament pledged to become climate neutral by 2030 (previously 2050). This means it must
offset remaining emissions through emissions trading systems or international co-operation.

Norway plans to fulfil its climate commitment in close collaboration with the European Union. lts objectives
are aligned with the enhanced ambition of the new EU-wide 2030 Climate and Energy Framework under
the EU Green Deal. Emission taxation and participation in the EU ETS are the main elements of the
government’s climate policy. The Climate Action Plan outlines economy-wide and sector-specific
measures for reducing emissions, as well as its policy for increasing CO2 sequestration and reducing
emissions from forestry and land use. The government committed to applying the no-debit rule under the
EU Regulation on Land, Land-Use Change and Forestry and intends to enhance climate sinks.
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... but reducing domestic emissions will be challenging

Norway is a relatively small GHG emitter with absolute emission levels similar to other Nordic countries.
The country has decoupled emissions from gross domestic product (GDP) growth. In 2020 energy
industries, including oil and gas production, contributed to 30% of the country’s GHG emissions, followed
by transport, industry, agriculture and buildings. After peaking in 2007, domestic GHG emissions have
declined, albeit more consistently in the second half of the 2010s. In 2020, they were about 10% lower
than in 2010, but only about 4% lower than in 1990 (Statistics Norway, 2021(1)).

The starting point for emission reductions in Norway is low because its energy mix is already largely
decarbonised, leaving few remaining quick wins. The expansion of offshore oil and gas resources over the
past decades also contributed to increasing GHG emissions. These emissions have been relatively
decoupled from production since 2016. The Norwegian petroleum industry has comparatively high
environmental and climate standards. Many companies operating on the Norwegian shelf have set net
zero targets.

Figure 2. Norway has a way to go to reach its 2030 climate targets

GHG emissions, projections by sector,
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Source: EEA (2021), Member States' greenhouse gas emission projections (database); ESA (2021), Climate Progress Report 2021; Statistics
Norway (2021), “Table 08940, StatBank (database).
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Meeting the enhanced climate target through domestic emission cuts will be challenging (Figure 2).
According to projections of the 2022 National Budget, Norway will emit around 41.2 million tonnes of CO:2
equivalent (CO2-eq) by 2030, which represents a reduction of 19.5% of emissions compared to the 1990
level. These estimates do not yet include measures of the Climate Action Plan 2021-30 or the effects of
Norway’s participation in the EU ETS. However, the government still expects a gap to achieve the 2030
emissions reduction target.

OECD ENVIRONMENTAL PERFORMANCE REVIEWS: NORWAY 2022 © OECD 2022


https://stat.link/lzfota

117

With high marginal costs of reducing domestic GHG emissions, the purchase of foreign emission credits
often makes economic sense. Emissions trading within the EU ETS was a major factor in achieving
Norway’s commitments under the Kyoto Protocol (2008-12 and 2013-20), along with carbon credits under
the Clean Development Mechanism and domestic measures. Moreover, many counties, cities and
municipalities have set net zero goals and contribute to fulfilling Norway’s national ambitions. The city of
Oslo has an ambitious climate action plan and climate budget covering all relevant sectors.

Norway is a world leader in electric vehicle adoption and is decarbonising transport

Norway has by far the largest share of electric vehicles (EVs) worldwide. In 2021, about two-thirds of new
passenger vehicles sold were fully electric. The country is making progress towards its goal of registering
all new passenger cars and light vans as zero emission vehicles by 2025. While the charging infrastructure
is increasingly dense, Norway needs to pursue public financial support with a view to establishing and
maintaining public charging stations in areas that lack a commercial market, particularly in the north.
Norway electrified a third of its domestic ferries. Norway is also a pioneer in electric aviation, which could
help address growing concerns about the large number of short-distance flights.

The government’s transport goals, strategies and priorities are detailed in the National Transport Plan
2022-33. This plan aims to halve the non-quota emissions from the transport sector by 2030 compared
with 2005 levels (representing about a quarter of total emissions in 2020). A broad range of economic
instruments and regulatory instruments is used to decarbonise all transport sectors. The state-owned
enterprise Enova supports technology development and early market introduction.

The implementation of the zero growth goal through Urban Growth Agreements has helped reduce car
traffic volumes in Norway’s major cities. This has contributed to reducing GHG emissions, air and noise
pollution, and congestion, as well as to improving quality of life in cities. Such agreements should be rapidly
extended to medium-sized cities and smaller urban areas. Norway’s small and medium-sized cities could
largely benefit from lessons learnt in major urban areas.

Norway needs to redouble its efforts and make more structural changes to establish sustainable transport
systems to meet the 2030 target. This involves promotion of behavioural changes, a stronger focus on
shared mobility services and a shift from increased mobility towards improved accessibility. The rail system
needs to be further modernised and become a cheap alternative to road and air transport. Airport
expansion is counterproductive to reducing GHG emissions and environmental concerns need to be better
reflected in any new plans. It is an opportune moment to rethink mobility and develop a socially fair and
spatially balanced transport system.

Air quality is among the best within the OECD, but some seasonal challenges in urban
areas remain

Norwegians enjoy good air quality. Norway’s pollutant emissions and intensities of fine particulates (PM25),
nitrogen oxide (NOx), sulphur oxide (SOx) and black carbon have all decreased over the past decade.
Norway complies with the EU directives on air quality standards and will continue to follow the EU zero
pollution agenda closely. In addition, the country has set more ambitious local and national targets,
supported by excellent nationwide air quality monitoring services. Premature death attributed to
PM2.5 exposure in Norway is less than one-third the OECD average. Norway’'s 4 major cities rank in the
top 20 of the European City Air Quality Index.

Nevertheless, nearly all larger cities in Norway face localised air pollution problems and periodic worsening
of air quality with high peak PM1o concentrations during winter and into spring. Thanks to proactive
measures (zero growth goal, EVs, replacement of wood stoves), local air quality in urban areas is expected
to improve in the coming years. Fees for studded tyres, an important source of airborne particulates, helped
considerably reduce their use in urban areas.
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Norway needs to expedite the replacement of ageing water infrastructure

While Norway has abundant water resources, total freshwater withdrawal has increased over the past
decade, notably due to higher consumption by households and significant water losses. Leakage from the
drinking water supply system is estimated at 30% (Environment Norway, 20212)). This represents not only
a significant loss of water resources but also a potential risk for microbiological contamination in drinking
water. Water supply systems are often more vulnerable in small municipalities, notably in terms of water
supply stability and the ability of drinking water utilities to prepare and respond to emergencies
(bedreVANN and Norsk Vann, 20203)). Information on drinking water quality could be made accessible
directly on websites of municipalities. This would enable consumers to easily consult relevant information
on their drinking water sources, as well as inspection reports.

Most people are connected to municipal wastewater systems. However, only 60% of Norway’s population
is connected to advanced wastewater treatment plants, which is one of the lowest shares in the OECD
area. According to national statistics from 2020, more than half of the population was connected to
wastewater facilities, which do not comply with pollution permits. This calls for regular inspections and the
use of coercive fines. As noted in the previous OECD EPR of Norway (OECD, 20114)), the country’s ageing
water infrastructure requires urgent upgrades. It also needs to adjust to new climate challenges, such as
increased precipitation, floods and rising sea levels. The rate of infrastructure improvement has been slow
despite substantial investment. Norway has invested by far the largest share in infrastructure renewal in
Europe: EUR 225 (about USD 255) per inhabitant per year compared to EUR 82 (about USD 93) in other
EU member states (five-year average) (EurEau, 20215).There is scope for improving operational
efficiency of water services and co-ordination between different administrative levels.

Accelerated action is needed to reduce waste

Norway is not on track to meet its objective of decoupling waste generation from economic growth. Waste
generation in Norway reached a record high in 2019. The average Norwegian produced 772 kg of
municipal waste, one of the highest amounts in Europe (OECD Europe average = 499 kg per capita).
However, the definition of municipal waste has been changing over the years, which makes it difficult to
compare data. The Waste Management Plan for 2020-25 includes a waste prevention programme and
proposals for changes in waste infrastructure to prepare for tightened directives within the EU zero waste
strategy.

Nearly half of Norway’s municipal waste is treated by incineration with energy recovery, while landfilling
has almost disappeared. The country will need to significantly increase its recycling capacity. Norway has
excellent waste treatment facilities, with cutting edge technology for waste sorting. While more flexible
regulations are needed, extended producer responsibility schemes and better incentives are key to
creating demand for secondary raw material, notably in the construction sector. Technical building
standards would need to be adjusted to enable increased use of recycled building materials.

Thanks to voluntary commitments by the food industry, Norway reduced food waste by 12% (2015-18) and
aims to halve food waste by 2030. However, NOK 22 billion (about USD 2.6 billion) in food is still wasted
each year, representing about 1.3 million tonnes of CO2-eq emissions. Collected food waste is increasingly
used for biogas production. Awareness campaigns to promote better consumer choices and better
understanding of best-before dates need to be pursued. Binding measures to reduce food waste may be
needed.
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Norway still has a way to go towards achieving a circular economy

Promoting sustainable consumption patterns is a key challenge for Norway. The country has one of the
world's highest material consumption rates, a high material footprint per capita and a declining material
productivity (Figure 3). The government released its first strategy for developing a green, circular economy
in July 2021, which sees the transition to a circular economy as an opportunity to foster value creation and
sustainability. The strategy has broad scope, and largely applies the new EU Circular Economy Action
Plan 2020.

The linear pattern of “take-make-use-dispose” does not provide producers with sufficient incentives to
make their products more circular. Only a small share of products is cycled back into the Norwegian
economy (Circular Norway, 2020)). As the European Union sets global standards in product sustainability,
Norway could benefit from a stronger focus on life cycle thinking, eco-design, “the right to repair”, etc.
Policy makers need to create an enabling environment to facilitate the circular transition.

As typical for many other developed economies, material footprint originates in part from outside of Norway.
A more holistic strategy would allow Norway to better understand and consider embedded emissions of
imported goods and related global environmental impacts. Actions should not only tackle all economic
areas to reduce Norway's material footprint (e.g. construction, forestry and wood products, energy
transition, circular food systems, green transportation) but also focus on reducing its absolute levels of
resource consumption. This involves further educating and empowering consumers to make informed
decisions (e.g. use of sustainability labels).

Figure 3. Domestic material consumption productivity is decreasing
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Norway has a well-functioning environmental management system.

The implementation of the SDGs is making good progress but needs to be strengthened
throughout the country

Norway ranked seventh on the 2021 index of countries’ progress towards achieving the SDGs (Sachs
et al., 20217)). Despite good progress, Norway still faces “significant or major challenges” for several goals,
including climate action, sustainable consumption patterns and biodiversity protection. The 2021 National
Action Plan for implementation of the SDGs promotes a whole-of-government approach. It establishes
measures to ensure better horizontal and vertical co-ordination, as well as stronger co-operation with the
private sector, academia and civil society. In 2020, the Ministry of Local Government and Modernisation,
which is also in charge of regional development, became the national co-ordinating body for implementing
the SDGs with a view to promoting local ownership and increasing cross-sectoral co-operation.

While nearly all municipalities have started working with the SDGs (Hjorth-Johansen et al., 2021g)),
implementation varies greatly across the country. Large, central and network-oriented municipalities have
done better overall, thanks to stronger political commitment and better knowledge sharing and co-operation
with other levels of government (Hjorth-dohansen et al., 20215)). Counties and municipalities need to be
fully involved in national decision making from early planning to monitoring and evaluation. They must also
strengthen their capacity to work with the SDGs strategically and systematically (OECD, 2020jg)).

The national government needs to further promote policy coherence, multi-level governance and
multi-stakeholder partnerships to move beyond a goal-by-goal approach rooted in specific sectors. As in
all countries, inter-ministerial co-ordination between different policy areas could still be improved.
Specifically, ministerial departments should invest more in interdisciplinary expertise (e.g. internal mobility)
and pay more attention to cross-sectoral spillovers to better integrate policies across sectors.

Environmental management capacity of local governments should be enhanced

Norway values local democracy and locally tailored solutions in the context of significant regional
differences. In 2020, the government implemented a maijor territorial reform that merged several counties
and municipalities. The reform aims at transferring power and responsibility to larger, more robust
municipalities and regions. Local authorities are in charge of most aspects of environmental management
and their level of responsibilities has been growing over the past decade. Municipalities manage local
pollution control, while County Governors and the Norwegian Environment Agency control pollution at the
regional and national levels, under the guidance of the Ministry of Climate and Environment. This can
contribute to a more efficient and user-friendly public administration. However, differences in
implementation capacity, the influence of local interests and greater institutional autonomy have led to
uneven application of environmental regulations and national guidelines. Therefore, it is crucial to further
strengthen the capacity of small municipalities, particularly in remote areas. They often face trade-offs
between economic, social and environmental objectives. A stronger focus on learning from peers, sharing
of good practices and more frequent opportunities for policy dialogue could help build institutional
knowledge on good environmental management practices and inspire specialised support services.

Efforts to promote a meaningful engagement with minority groups need to be pursued

Evidence from recent surveys (SDWG, 2019n0) suggests the government has improved overall
communication with the Sami community. The right of Indigenous peoples to participate in decision-making
processes was formalised in 2005. Beyond mandatory consultations, the government also consults with
other Sami interest groups, particularly in matters that directly affect Sami land use. This has contributed
over time to enhancing awareness and knowledge of Sami issues in ministries and agencies. In addition,
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the government has set up dedicated mechanisms to better include minority groups’ perspectives at
municipality and county levels (e.g. councils for youth, seniors and persons with disabilities).

Nonetheless, there is still a way to go to better consider Sami-specific concerns in national policies and
better protect minority rights. A research project (Ahlness, 2020;11]) found that “Members of the ‘Nordic’
majority population tend to view minority groups as less capable of ecological commitment.” Reindeer
herders’ associations suspect consultation processes are undermined by asymmetric information, unequal
negotiation power and lack of transparency. Promoting effective and meaningful engagement and
incorporating indigenous knowledge remains a common challenge in the Arctic region. Dialogue has to be
seen to help find better solutions and more strongly influence project design at an early stage.

Conflict of interest at local level can undermine the effectiveness of environmental
assessment procedures

Since 2013, the Ministry of Climate and Environment and the Ministry of Local Government and
Modernisation have shared responsibility for environmental impact assessment (EIA) and strategic
environmental assessment (SEA). These processes are primarily integrated into the ordinary procedure
for land-use planning and applications for licences and permits. In 2017, Norway incorporated the two
EU directives on EIA and SEA in its legal system as one common system.

While environmental assessments are conducted at national level for major projects (e.g. national
infrastructure, renewable energy projects), local municipalities are responsible for EIA in most cases. As a
result, the local authority may be the applicant and the competent authority at the same time. This double
role creates a potential conflict of interest, particularly in smaller municipalities, as there is no independent
authority in the approval process. Local interests may sometimes lead to sub-optimal decisions as regards
environmental outcomes and EIAs may address only direct and immediate on-site effects. This risks
underestimating cumulative environmental effects that may occur in the medium and long term or beyond
the spatial boundaries of municipalities. Limited local capacity can also undermine the quality of the
EIA process. Every municipality should benefit from the expertise of a dedicated environmental officer.
More room should be given to independent, critical, inter-disciplinary voices in local decision-making
processes.

High non-compliance calls for continued compliance promotion

Norway has a solid legal and regulatory framework for compliance assurance using a combination of
compliance promotion, monitoring and enforcement tools. Inspections are conducted by the Norwegian
Environment Agency and the county governors. They have a joint monitoring strategy for 2016-20 and
share a corporate database of inspection results across all sectors. However, as in all OECD countries,
there is still an implementation gap. The country has a high rate of non-compliance (60-70% of the checks,
including 10% of serious violations). About two-thirds of breaches are related to weaknesses of
self-monitoring systems. Approximately 30% of site inspections are conducted without prior notice.
Compliance monitoring also includes desk verification of self-monitoring reports and online checks of
products. E-commerce non-compliance is particularly high and requires continued attention.’

Norway’s strong focus on risk-based targeting leads to higher levels of non-compliance detection, which
does not reflect the general compliance behaviour of the regulated community. Norway’s inspection results
also need to be interpreted in light of more in-depth compliance monitoring. Such monitoring checks the
performance of company-internal environmental management systems whose elements are mandated by
law. This makes the Norwegian system unique in the OECD area. However, the requirements are
challenging for smaller companies; many have not sufficiently invested to meet them. They still lack routine
checks and knowledge about safety standards and environmental requirements, including for chemical
management of imported products. This underlines the importance of inspection campaigns and
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compliance promotion efforts, which need to be pursued. The impact of current compliance promotion
activities could be more systematically monitored, beyond the annual reporting of the Norwegian
Environment Agency.

Norway is well positioned to promote a just, green transition within its own borders and abroad.

Norway'’s recovery has an environmental and climate focus

The health and economic impacts of the global COVID-19 pandemic have been lower in Norway than in
other European countries. As elsewhere, local pollution and GHG emissions declined in line with the lower
level of activity. While its economy was initially hit hard by slumping oil prices, Norway has so far been
recovering quickly from the economic impacts of the global pandemic. In 2021, it already reached
close-to-pre-pandemic GDP per capita levels (OECD, 2021(12)).

Economic rescue packages included time-limited income protection measures and business support
schemes. These funded investments in key infrastructure sectors such as green maritime transport
projects. In addition, they increased funding in technology development and several green conversion
packages; the largest of them were channelled through its state-owned enterprise Enova. However, the
country also provided substantial support to rescue the oil and gas industry (USD 15.2 billion) and the
aviation sector (USD 0.9 billion) (OECD, 202113)). Tax concessions to the petroleum sector allow the
immediate tax deduction of current and projected investment spending from 2020 to 2024. Thanks to the
rebound in oil prices, the petroleum industry recovered more quickly than initially expected. Tax
concessions in the early months of the pandemic may have been more generous than necessary (OECD,
2022/14)).

Norway supported implementation of existing green restructuring measures and plans. The government
set-up a Green Platform worth NOK 1 billion (about USD 116 million, 2020-22). This aims to stimulate
“bigger and more rapid investments from companies in green sustainable solutions and products” (Green
Platform Initiative). The initiative is cross-cutting and involves the participation of five ministries. As in other
OECD countries, monitoring and evaluation are needed to ensure that funds are spent in an economically
efficient, environmentally sustainable and publicly supported manner (OECD, 2021115)).

Norway invests heavily in development of new technology to support its green transition

Norway invests heavily in research and development (R&D) of energy and climate technology with a view
to supporting lasting market changes for climate-friendly solutions. Enova has been strengthened and
provides funding for new technology development in all sectors (NOK 3.7 billion — about USD 393 million
in 2020, 3 850 projects). The 2021-24 framework agreement defines new priorities to help achieve
Norway’s climate commitments and support the transition to a low-emission society.

Launched in 2020, Norway’s carbon capture and storage project (CCS) known as “Longship” is the
country’s largest ever industrial climate project (total cost of NOK 25 billion — about USD 2.9 billion,
including NOK 16.8 billion — close to USD 2 billion in government funding, 2021-34) (Ministry of Petroleum
and Energy, 2019p16)). The project has the potential to create jobs. Longship aims at kick-starting CCS
development both in Norway and Europe, as well as enabling other countries to replicate technological
solutions. In addition, Norway supports the development of hydrogen production with CCS and hydrogen
production using electrolysis with renewable electricity, material recycling from car batteries, etc. A Green
Platform encourages investment and innovation in all sectors (NOK 1 billion — about USD 116 million for
2020-22). A new research centre — the Norwegian Research Centre on Wind Energy (NorthWind) — aims
to create export opportunities for Norwegian business and industry over the next eight years and to
minimise the environmental impacts from future wind power development. Other Norwegian energy
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research centres focus on CCS, hydropower, solar energy, biofuels, low emission industry, zero emission
neighbourhoods, intelligent electricity distribution and zero emission energy systems for transport.

Norway counts heavily on technological developments to achieve its climate goals and strives to reap the
gains from innovation and new technology. While strong government support for innovation will further
boost Norway'’s green transition, technical solutions alone may not be sufficient. Norway’s green transition
will also need to involve behavioural changes and require adjustment to consumption patterns.

Green public procurement needs to be better monitored and assessed

A greener and more efficient use of public procurement is a powerful policy instrument for aligning public
expenditure with green objectives and promoting greener consumption patterns. Norway’s general
government procurement spending has more than doubled over the past decade. It was 17% of GDP in
2020 (OECD, 2020p17). Norway has a strong regulatory framework for sustainable public procurement.
According to the 2016 Public Procurement Act, contracting authorities have a legally binding duty to
develop and implement sustainable procurement practices. A stronger focus on life cycle costs is
encouraged. The Act calls for the entire procurement cycle to consider sustainability criteria.

However, there is still room for improvement when it comes to implementation. Norway also needs to
enhance countrywide uptake and strengthen the accountability framework. Audit and control are weak
points in relation to sustainable public procurement in Norway (OECD, 202017;). Some good practices to
follow up on sustainability considerations are available. However, as noticed by the previous
OECD Environmental Performance Review (OECD, 2011y), there is no systematic approach for
monitoring outcomes of sustainable procurement. Availability of data for monitoring purposes also remains
a challenge. Data on the share of green spending in public procurement could usefully inform decisions,
but they are not yet systematically available. Preliminary findings of the Norwegian Agency for Public and
Financial Management indicate an increase in the share of green public procurement spending in food
purchases and meal services as well as in the construction sector in 2021. A new action plan for 2021-30
proposes to increase the share of green public procurement.

Norway aims to provide a long-term perspective on carbon pricing

Norway is a pioneer in using economic instruments for environmental protection, one of the first countries
to introduce a carbon tax in 1991. To date, CO2 taxes and emissions trading (EU ETS) cover approximately
85% of Norway’s GHG emissions, including offshore production. Norway is also among the few countries
that tax non-road emissions at more than EUR 30 per tonne of CO2.

Norway’s Climate Action Plan 2021-30 proposes to raise the carbon tax from NOK 590 (USD 69) per tonne
of CO2-eq in 2021 to NOK 2 000 (about USD 233) by 2030. Compensation measures may be used to
ensure that specific groups or regions are not affected disproportionally. Households in Norway’s northern
regions already benefit from some tax exemptions for the use of electricity and energy from alternative
sources or are charged a reduced rate for various excise taxes on energy products. The precise
arrangements to operationalise the required tax shift will be part of a negotiation process and approved by
Parliament within its annual budget cycle. By 2030, the scheduled increase in carbon prices is expected
to reduce emissions by an estimated 8 million tonnes of CO2-eq. This gradual carbon tax increase would
provide a long-term perspective on carbon pricing and a strong price signal to encourage increased
investments in renewable energy and low-carbon technologies. The next step is to ensure an effective and
socially-balanced implementation over the next eight years.
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Figure 4. Norway taxes a high share of CO; emissions from energy use
Share of energy-related CO, emissions priced in OECD countries, 2018
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Note: The Effective Carbon Rate (ECR) is the sum of taxes (excise and carbon taxes) and tradeable permits that effectively put a price on
carbon emissions. EUR 60 per tonne of COzis a midpoint estimate for carbon costs in 2020, and a low-end estimate for 2030. Energy use data
from IEA (2020), World Energy Statistics and Balances.

Source: OECD (2022), "Environmental policy: Effective carbon rates", OECD Environment Statistics (database).
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Norway should further reduce fossil fuel support and set time-bound targets

Norway’s support to fossil fuels declined over the past decade, thanks to the gradual phase-out of several
energy and carbon tax exemptions and reduced consumption of transport fuels with the uptake of EVs.
Direct budgetary transfers to the oil and gas sector also declined over the decade. Most support measures
are related to fiscal taxes (e.g. exemptions from the tax on mineral oil used for domestic shipping and
fishing). Norway reports on tax expenditures diligently; debate is underway whether it makes sense to
consider some of these expenditures as fossil fuel subsidies. Norway should systematically screen actual
or proposed subsidies, including tax provisions to identify those that are not justified on economic, social
and environmental grounds, and develop a plan to phase out fossil fuel and other environmentally harmful
support. The government should also strengthen transparency by disclosing fossil fuel production and
support plans in its commitments under the Paris Agreement (SEl et al., 20211g)).
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Furthermore, it would be useful for Norway to engage in a self-review and/or peer review of inefficient fossil
fuel subsidies. Such reviews, similar to the ones within the G20, could help identify scalable good practices.
Norway has been supporting various global initiatives to phase out fossil fuel support. The country is a
member of the informal grouping of non-G20 countries known as the “Friends of Fossil-Fuel Subsidy
Reform”. In line with its international commitments, Norway should further reduce fossil fuel support and
set quantified, time-bound targets.

Norway is working towards a sustainable vehicle taxation system

Having more vehicles that are fully electric generates important environmental benefits in relation to
emissions of CO2 and local air pollution. However, it has also strongly reduced revenues stemming from
taxes on motor vehicles and motor-vehicle fuels. Responding to this loss of tax revenue, the government
presented principles for a vehicle-taxation system that would be both environmentally and fiscally
sustainable. The current taxation of vehicles and transport fuels has two main challenges. First, the tax
largely does not apply to zero-emission vehicles. Second, it does not reflect differences in externalities
depending on where and when the driving takes place. The government therefore plans to explore if it can
reform the current system. An introduction of a time and place-based road use tax would be a welcome
development.

Moreover, the government recently aligned the traffic insurance tax for EVs with the amount charged for
motorcycles (70% of the traffic insurance tax for gasoline and diesel cars) and will apply the full rate as of
March 2022. The government is also considering introduction of VAT on the most expensive EVs. These
are first steps towards sharing the financial burden of road maintenance, infrastructure development and
other externalities. As EV uptake becomes stronger, other measures (e.g.gradual removal of
VAT exemption for EVs) may become necessary.

Norway has a well-developed road toll system. All major cities established toll rings using environmentally
differentiated rates to discourage urban traffic and reduce related congestion problems. A recent road toll
reform reduced the number of road toll companies from 60 to 5. It also simplified the price and discount
schemes through an electronically managed AutoPass; some tolls serve as congestion pricing. The city of
Oslo intends to transform the central area into a zero-emissions zone (ZEZ). Bergen is planning to
implement a pilot ZEZ in 2023. Congestion charges are powerful tools that can address many externalities
from road transport more effectively than fuel taxes (van Dender, 201919)).

The activities of the Government Pension Fund Global could become more consistent
with Norway'’s international climate commitments

Norway needs to better consider emissions associated with foreign investments. The equity-portfolio
carbon emissions of Norway’s Government Pension Fund Global (GPFG) are estimated to be twice the
country’s total emissions (OMFIF, 2021p20)). The GPFG, which invests the surplus revenues of the
petroleum sector, is the world’s largest sovereign wealth fund. It pioneered ethical guidelines for investment
decisions based on active ownership and the exclusion of firms from its portfolio. While climate risk is not
explicitly anchored in its mandate, the fund has started incorporating some climate risks in its strategy.

The government should follow through on recommendations from an expert group that propose to base
the responsible investment of the GPFG on the Paris Agreement’s goals. At the COP26 in November 2021,
Norway’s prime minister announced government plans to make the GPFG “the leading fund in responsible
investment and the management of climate risk”.> This would help make the fund’s activities more
consistent with Norway’s goals under international climate agreements. To date, despite its huge potential,
the GPFG plays almost no role in the domestic or global green transition (Kattel et al., 202121).
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Norway is well positioned to prepare for a low-carbon future without oil and gas

Norway ranks number one on the Net Zero Readiness Index (KPMG, 2021122)). It has a better track record
than most other oil exporters in diversifying its economy. The country has many comparative advantages
in other industries (e.g. low-carbon manufacturing in electricity-intensive industries, offshore wind,
aquaculture, CCS). Building on its human capital with high education levels, well-functioning institutions,
effective tax system and robust fiscal policy framework, Norway has the capabilities and financial means
to accelerate a just transition within its own borders and abroad.

The transition to a less petroleum-dependent economy is already underway. The share of the petroleum
sector within national GDP shrank from a peak of 25% in 2008 to 15% in 2021.3 Employment in the
petroleum sector dropped following the oil price plunge in 2014-16 and is set to decline in the long term; a
more circular economy could create many new job opportunities. Shifting employment will require strategic
planning and co-ordination.

According to the OECD Economic Survey of Norway 2022, the speed of the transition will determine any
critical macroeconomic consequences for the Norwegian economy. If labour and capital resources can be
reallocated from the oil and gas sector at a speed that avoids massive unemployment or stranded assets,
then the transition will be comparatively benign (OECD, 202214)). While reduced oil and gas activities will
create important economic and societal repercussions, the impact will probably be less than previously
feared (Government of Norway, 202123)).

Beyond Norway’s general system of workers’ rights, the government has not yet developed an action plan
for a “just and equitable transition” from fossil fuel production (SEI et al., 20211g]). More clarity about the
“just and equitable” transition in the Norwegian context would be useful. The government also needs to
show it will address economic, social, spatial and gender inequalities beyond traditional support for affected
communities or unemployment relief for workers. This involves a reflection on root causes to address
structural changes and avoid replicating the same inequality patterns in new green industries. Equity issues
concern uneven exposure to risk, uneven ability to capture the benefits and uneven responsibility for
damage. Transformative change necessarily impacts lifestyle and consumption patterns.

The role of the private sector could be further leveraged by better integrating sustainability into business
models. Civil society groups, communities and — more broadly — citizens are important sources of creativity
and innovation, which policy makers could engage more strategically (Bruyninckx, 2021j24)). Today’s
children can drive the behavioural and lifestyle changes of tomorrow. Environmental education is of
paramount importance.
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Recommendations on sustainable development

Improving environmental governance

Improve the understanding of local needs and provide adequate support for municipalities and
counties to help them integrate the SDGs into local and regional planning; strengthen the
capacity of small municipalities through peer learning, more systematic knowledge exchange
and targeted support services.

Develop inter-disciplinary expertise within ministerial departments (e.g. internal mobility) and a
stronger focus on cross-sectoral spillover to better integrate policies across sectors and move
beyond a goal-by-goal approach.

Promote meaningful engagement of local communities and effective use of indigenous
knowledge at an early stage of the decision-making process.

Place stronger focus on cumulative environmental impacts in strategic and environmental
impact assessments; ensure a clear separation of administrative roles in the validation process
of environmental assessment at municipal level and develop local capacity (e.g. dedicated
environmental officer); provide more room for independent, critical and inter-disciplinary voices
to support the decision-making process.

Enhance compliance promotion to reduce the high rate of non-compliance; improve the
understanding of regulatory implementation gaps and better monitor the results of compliance
promotion efforts, with a focus on small companies.

Greening the tax and subsidy system

Implement the gradual increase in the CO2 tax up to NOK 2 000 (USD 233) per tonne of COz2
by 2030 as outlined in the Climate Action Plan 2021-30; if exemptions are needed, ensure these
are limited in number and time-bound, while providing well-targeted support measures to
households and firms particularly hit by the tax increase.

Prepare the introduction of a placed-based road use tax system, with tax rates depending on
where and when the driving takes place, and on the type of vehicle being used.

Reduce the tax preferences given to EVs, by gradually removing their VAT exemption and by
including these vehicles in the vehicle purchase tax.

Systematically screen actual or proposed subsidies, including tax provisions to identify those
that are not justified on economic, social and environmental grounds; develop a plan to gradually
phase out support to fossil fuel consumption and use, as well as other environmentally harmful
subsidies and define quantified, time-bound targets; assess the distributional and economic
implications of removal of fossil fuel support and design alternative policies to achieve the same
objectives in line with climate and environmental goals.

Promoting a green and just transition

Place a stronger emphasis on promoting behavioural changes when providing support for
businesses and households to meet environment- and climate-related goals; monitor and
evaluate outcomes to ensure that support is spent in an economically efficient, environmentally
sustainable and publicly supported manner.

Create stronger incentives to reverse the trend of growing waste generation (e.g. expand and
optimise the use of pay-as-you-throw schemes and central sorting capacity for municipal waste);
increase significantly Norway’s recycling capacity, and create incentives to increase demand
for secondary raw materials, notably in the construction sector.
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e Expedite the replacement of ageing water supply and wastewater pipes and the modernisation
of sewerage systems; improve operational efficiency of water services and co-ordination
between different administrative levels.

e Create an enabling environment and implement rapidly economy-wide measures to facilitate
the circular transition; account for consumption-based emissions and promote more sustainable
consumption patterns (e.g. educating and empowering consumers’ choices, right to repair,
sustainability labels) with a view to reducing Norway’s global material footprint.

e Enhance countrywide uptake of green public procurement; encourage local authorities to make
more use of green public procurement and strengthen the accountability framework (e.g. data
on the share of green spending in public procurement).

e Make strategies related to Norway’s exports, imports and foreign assets more consistent with
its national and international climate goals (e.g. consider CO2 emissions embodied in
international trade and promote responsible investment and the management of climate risk
within the GPFG).

e Develop analytical capacity to better understand Norway’s global environmental and carbon
footprints; use this information in environmental assessment.

e Ensure externalities relating to climate change and other environmental considerations are fully
incorporated in policy towards the oil and gas extraction sector, including in decisions for new
licensing rounds; provide support to businesses and regions to help them diversify in the context
of decline in the petroleum-sector activity.

2. Land use and biodiversity management

Land-use change has exerted growing pressures on Norway'’s diverse and pristine
landscapes

Norway has one of the most diverse landscapes in Europe. While the country is dominated by forest and
bare mountains, it has a wide range of climatic conditions, landscapes, vegetation and land use in close
proximity. In addition to its diversity, Norway contains the largest or most pristine representations of many
European landscape types. Thus, Norway plays an important role in landscape and species conservation
for the whole continent (Cigli¢ and Perko, 201325)).

Land use and land-use change place the greatest pressure on Norwegian biodiversity, negatively
impacting 90% of threatened species (Norwegian Biodiversity Information Centre, 20182) (OECD,
20209)). Climate change adds to the pressure, and is considered to have an increasingly negative effect
(Ministry of Climate and Environment, 201527)). Development is the most important factor, but commercial
forestry operations alone put pressure on 41% of threatened species (Norwegian Biodiversity Information
Centre, 20182¢)); (Miljoverndepartementet, 20112s]). According to the Nature Index for Norway, ecosystem
quality has declined in several important ecosystem types since the early 2010s (Lier-Hansen et al.,
2013p29)). From 2000 onwards, the Nature Index shows a weak positive development for forests and
freshwater, while the impact of development is slightly negative for mountains. For open lowlands, there is
a clear decline. The other ecosystems have been fairly stable but with smaller fluctuations between years
and regions.
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Almost a quarter of the endangered species live in agricultural landscapes. Populations of farmland bird
species are declining at a faster rate than other Nordic countries. The area suitable for farming is scarce,
with cultivated land accounting for less than 4% of the country’s surface. Agricultural activity creates a
cultural landscape that is valued for its own sake and for the biodiversity it supports. The most productive
areas are often near fast-growing towns, which has led to the conversion of agricultural land to housing,
roads, industry and other purposes. Norway set an annual target to convert no more than 400 hectares of
cultivated land, which it has met in the last several years.

Norway has set the stage for continued improvement in management of landscapes and
biodiversity

Norway is clarifying its vision of sustainable land use even as it adopts new tools for assessment and new
means of co-operation to achieve its goals. The situation remains a work in progress but is moving in the
right direction. If the government implements all its plans, it could generate positive outcomes for the health
of biodiversity and ecosystems in Norway and in benefits for its people.

The Nature for Life Biodiversity Action Plan 2015, adopted by Parliament in 2016, sets out ambitious goals
for biodiversity preservation with clear direction on how to achieve them (Ministry of Climate and
Environment, 2015p27). This is supported by the mapping system Nature in Norway (NiN), which provides
detailed geo-referenced information on the status of species and ecosystems (Halvorsen et al., 2015(30)).
The NiN has the potential to underpin specific, measurable, achievable, realistic and time-bound objectives
for ecosystem management. In 2016, the Ministry of Climate and Environment initiated development of a
system for assessing ecological conditions in Norwegian ecosystems. As of January 2022, three
ecosystems have been assessed: forests, arctic tundra and mountains. The system of integrated ocean
management plans has matured and has proven a highly successful mechanism to balance multiple
interests in the marine space.

Implementation of the EU Water Framework Directive is well structured, involving all levels of government,
as well as multiple sector agencies. Key elements are broad inclusion of stakeholders but with
co-ordinating responsibility clearly assigned, measurable objectives with a reporting process attached and
strong local anchoring of decision making. This framework could serve as a model for other aspects of
ecosystem and land management, especially with regard to cross-sector co-ordination.

Norway has met the Aichi target on protecting land area but needs to develop a more
representative network of protected areas

The most important risks to biodiversity and loss of ecosystem services in Norway come from land-use
change. Reflecting this, the main policy tool for biodiversity conservation is protection of habitats and
landscapes. Protected areas in Norway cover 17% of the mainland (25% including Svalbard) (Figure 5).
This is in line with the 2020 Aichi target and above the OECD average. However, protected areas need to
include more representative and significant landscape types, especially productive forest land.

Norway has set objectives to preserve significant or representative ecosystem types and those areas
needed to protect threatened or endangered species. However, progress to fill gaps in the network of
protected areas has been slow. An in-depth evaluation of habitat and landscape types identified 275 sites
(totalling 584 km?2) that contain habitat types under-represented in protected areas or with low protection
coverage (Miljadirektoratet, 2017311). As one reason for the low coverage, areas representing ecosystem
types in need of additional protection may be small, scattered, already partially degraded or have high
development value. Moreover, about 27% of protected areas are at risk of degradation and require
additional action to secure their conservation values.
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Figure 5. Protected area in Norway meets its Aichi 2000 target
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Note: Data exclude protected areas in overseas territories. In Norway, the share of terrestrial area protected, including Jan Mayen and Svalbard,
is about 25%. Right panel: Protected areas under management categories of the World Conservation Unit (IUCN) classification. Strict nature
reserve and national parks reflect the highest level of protection.

Source: OECD (2021), "Protected areas", OECD Environmental Indicators (database), https://doi.org/10.1787/112995ca-en.
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Norway has made progress in wetland conservation. This ecosystem type was the first to have a
management system based on clearly defined objectives for ecological status as foreseen in the Nature
for Life Biodiversity Action Plan. The aim is to slow conversion of wetlands to other uses, and accelerated
restoration of wetlands. A ban on conversion of peatlands to agricultural use to avoid GHG emissions is a
rare example in the OECD of agricultural regulations specific to climate change.

Norway uses both soft and hard tools to integrate environmental concerns into land-use
management

Every four years, the national government provides input into local decision making. To that end, it
expresses expectations for local planners and provides information, support and guidance for the regional
and municipal planning process (currently covering 2019-23) (Ministry of Local Government and
Modernisation, 201932;). County governors and county municipalities provide advice but may also object
to local plans if deemed against national or significant regional interests. Management boards with local
and regional representation manage protected areas, while county governors mainly handle smaller
protected areas. Both operate within the limit of special rules set for each protected area. Sector regulations
aim to ensure environmental performance, and sector ministries have significant responsibility for
environmental objectives within their domains.

Increased reliance on voluntary protection of forest land, reduced use of the objection process in the
Planning and Building Act, and refocusing national guidance on process issues rather than outcomes are
all ways to reduce land-use conflicts. In the past, such conflicts have impeded progress on environmental
protection. However, eliminating conflicts by increasing local self-determination puts national objectives at
risk. A better approach is to find ways to deal with conflict constructively, and the following
recommendations are intended to help in this regard.
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Municipal land-use planning should better consider national objectives with respect to
biodiversity and landscapes

Municipal land-use planning is a primary mechanism affecting the environment, landscape and welfare of
citizens. While responsibility for land-use planning is shared among Norway’s three levels of government,
local municipalities assume most of the environmental management. This division of labour provides
important autonomy for decisions whose impacts are often primarily local. However, it is a challenge to
ensure that decisions reflect the values and desires of all Norwegians, especially if these effects are small
but cumulative over time (Chapter 1, Section 1.4.2).

Local and national priorities for conservation of landscapes and biodiversity may not match. Small
municipalities with ageing and shrinking populations, in particular, may prioritise economic and social
development over environmental concerns. Differences in competence and local capacity can also be a
significant problem.

The central challenge is managing the nationwide effect of local decisions. Closing the gap between local
decisions and national objectives requires active engagement by the national government and the public.
In the past, the government provided more guidance in its national expectations document regarding
desired environmental outcomes of the planning process. However, in recent years it has focused more
on ensuring the process is working well (Strand and Naess, 2017(33)). This is perhaps a consequence of
the change in responsibility for the Planning and Building Act from the Ministry of Climate and Environment
to the Ministry of Local Government and Modernisation. Providing clear national objectives to the different
planning actors can improve the probability of achieving them. This is especially important when these
objectives are non-local in nature (climate change, biodiversity), and any trade-offs with local, other
regional and national objectives may not be appropriately weighted. The Ministry of Climate and
Environment is better placed to co-ordinate local planning with respect to national environmental objectives
and is already responsible for most related tasks. On the other hand, the Ministry of Local Government
and Regional Development has greater expertise in the processes themselves. Sharing responsibility
between the ministries can lead to more effective engagement with local planning.

The public has access to local deliberations on land-use plans and can provide comments or raise
objections when national issues are at stake. However, more could be done to ensure a broader spectrum
of people can participate. In particular, smaller communities may lack capacity to support extensive
consultations and the ability to use the existing digital opportunities to facilitate participation.

The costs of participation can be reduced through increased use of digital- and web-based tools to notify
citizens of when and how they may provide feedback, share documents and participate in the process. A
national nature and environmental appeals board, following the Danish or Swedish model, can help ensure
civil society has an effective means to engage in the planning process. This extra venue can help ensure
the environment is given more “standing” in government processes. Norway already operates similar types
of boards such as for real estate services or consumer complaints.

National governments have sought to reduce the use of objections in the planning
process, but objections are not the problem

County governors (who are national entities) and government agencies represent national interests in the
planning process. The objection mechanism lets these bodies, regional authorities and the Sami
Parliament raise concerns regarding the compatibility of local plans with national priorities. Most of these
objections are addressed through mediation and negotiation, but some are referred to the responsible
ministry. The government has de-emphasised this objection process in the last decade, preferring
increased guidance and negotiation during the planning process (NORUT, 201634;; Strand and Neess,
20171331). Consequently, the number of objections is expected to continue declining. Between 2008 and
2013, the ministry accepted 112 objections, a figure that dropped to 29 between 2014 and 2019.
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The use of objections is a symptom of goal conflicts in the planning process. These will not be eliminated
by discouraging the use of objections. Not all such conflicts can be resolved in every planning process at
local level. Progress has been made in refocusing the role of the county governors from raising objections
to providing more guidance and assistance at earlier stages of the planning process. This helps build
capacity in the local municipality and reduces uncertainty. However, county governors must use their
discretion in deciding when a local plan may not be compatible with national interests. The Circular T-2/16
provides guidance to county governors regarding issues of national significance but is not definitive. This
is because limited tools are available to measure the impact of local decisions on ecosystem health, and
to understand how local outcomes contribute to a total effect nationwide. A better solution is more
quantification of outcomes to make the process more data-driven.

Better area accounting of ecosystems status and values could provide meaningful
guidance in the planning process and reduce the need for objections

Building a link between data on ecosystems and local planning can clarify the effect of local decisions on
ecosystem health. It can also give local planners more certainty that they can produce a plan in harmony
with national interests. Area accounts, for example, can provide an overview of the total effects of new
plan proposals on climate emissions, biodiversity, local nature and soil protection. Such a land-use
accounting system can reduce use of objections and align local planning with national objectives. Use of
the UN System of Environmental Economic Accounting—Ecosystem Accounting can also help
systematically collect and report the needed information.

Good mapping and data for priority species and habitat types make it easier for municipalities to consider
threatened biodiversity in development plans. Norway has made great strides in mapping and reporting on
the quality of nature types (habitats) through the national nature map initiative (NiN) and in understanding
and reporting of the quality of ecosystems through its Nature Index system. An in-depth evaluation of
habitat and landscape types that merit supplemental protection and a survey of such sites identified a large
number of candidates. This work sets the stage for more concrete input of information into local planning
process with respect to national interests.

Compensation methods can help align objectives

The national government can sensitise local governments to important issues surrounding conservation
and sustainable use of resources, the value of ecosystem services provided by diverse and healthy
landscapes, and the role and importance of local landscapes as part of the larger ecosystem. For example,
it could offer funds to help local governments formulate biodiversity plans. Efforts to assist local
governments that lack institutional capacity are an important first step and worth continuing, but more can
be done to ensure that local action is compatible with national objectives.

Co-financing (or other forms of assistance that put a value on local conservation commensurate with the
national benefits that derive from them) can be an economically efficient way to align local and national
incentives. Examples include assistance to implement biodiversity plans, increased funding for converting
land to protected areas, co-financing of important projects or payments for ecosystem services. Urban
Growth Agreements, in place in four major urban areas, are an example of co-financing between local,
regional and national governments to achieve the goal of zero increase in vehicle traffic (Chapter 1,
Section 1.3.5).

Managing total cumulative environmental impact while preserving the greatest scope for economic growth
implies some means by which communities can trade conservation and development opportunities. The
idea of “area neutrality” where development in one area is offset by restoration of a similar but degraded
landscape elsewhere is worth considering. This approach may also provide a solution where larger cities
have ambitious environmental objectives but smaller municipalities view development as essential for their
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survival. Co-operation between such communities can provide opportunity for both conservation and
development where it is most desired.

Voluntary protection schemes reduce conflicts but require additional checks

The budget for forest protection has increased from NOK 231 million (about USD 26.9 million) in 2013 to
NOK 435 million (about USD 50.6 million) in 2021. The central government has the right in principle to
designate any land for protection and start compensation discussions. However, it may be reluctant to
exercise these rights and, indeed, has forsworn doing so for privately owned forest land. Relying on a
voluntary approach reduces conflict and reinforces the rights of landowners but may not deliver desired
results in a reasonable timeframe.

In 2016, Parliament set the objective to increase protected area from about 5% to 10% of total forest land.
This objective aims to protect important habitats and ecosystems and to preserve a representative sample
of Norwegian nature for future generations. The government should keep track of progress towards this
goal, adjusting the approach if progress is regarded as too slow. For example, it could increase the rate of
compensation, particularly for sites most in need of protection.

Co-ordination across sectors is improving, but more can be done

Sector administrations have responsibility to regulate activities and consider environmental concerns within
their domains according to their own objectives. This is an important principle in Norway, but the Nature
for Life Biodiversity Action Plan also recognises the need to co-ordinate activities to achieve maximum
benefit. There are strong signs of improvement in this regard, including river basin management plans,
marine management plans, the Trua Natur 2020 plan and the nature strategy for wetlands presented in
2021, among others (Mijadirektoratet, 20203s)). Identifying which ministry is best placed to co-ordinate
action increases the cost effectiveness of interventions and improves the likelihood of success.
Co-ordination of the sectors' use of instruments with respect to individual species, habitat types and
ecosystems also increases predictability for affected municipalities.

Forestry and agriculture, as land-use sectors affecting biodiversity in Norway, have a particular need to
co-ordinate their actions. Both sectors have objectives to preserve activity in all areas of Norway and to
support the prosperity of communities and individuals connected to the sector. In practice, they must
balance these with objectives for environmental sustainability. Managing the interactions between these
sectors, land-use planning and biodiversity objectives requires particular attention.

More is needed to promote climate-smart agriculture

Norway’s agriculture sector is small but accounted for about 9% of national GHG emissions in 2020.
Agricultural land suitable for arable crops is limited and benefits from many subsidies. In June 2019, the
government and farmers’ organisations signed a voluntary agreement to reduce GHG emissions by
5 Mt CO2-eq between 2021 and 2030. Norway is one of few countries with quantified emissions objectives
in agriculture. However, the government’s climate plan for the agricultural sector is vague and should place
a clear focus on cost-effective measures. Moreover, the short timeframe of annual negotiations may
prioritise short-term goals at the expense of long-term perspectives.

Norway delivers unevenly across its four agricultural policy objectives (OECD, 202136)). Environmental
performance and the efficient creation of value added along the food chain are both compromised by
support policies linked to production levels. More analytical tools could help analyse the enormous amount
of collected data to better understand conflicting goals in the agricultural sector. Supply constraints
(e.g. soy imports) also need to be more strongly taken into account to reduce Norway’s global carbon
footprint. Norway should provide greater flexibility and stronger incentives for farmers to improve
agri-environmental outcomes and develop climate-smart agriculture. While producer support in agriculture
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is among the highest in the OECD, farmers remain exempt from GHG emission taxes. Moreover,
agriculture is not part of the EU ETS. A lack of progress could make the sector one of Norway’s largest
sources of GHG emissions in the future.

Recommendations on land use and biodiversity management

Continue to develop a management system for ecosystem types as foreseen in the Biodiversity
Action Plan and set aggressive timelines for implementation; regularly assess ecological status
and set specific, measurable, achievable, realistic and time-bound objectives accordingly.

Establish quality norms for important threatened ecosystems and species as described in the
Nature Diversity Act.

Set a specific timeline for achieving national objectives regarding protection of representative or
significant areas, including with respect to threatened species as part of the supplemental
protection process. This includes the goal of 10% forest area protection; set aside a sufficient
budget to achieve the desired level of protection in the specified period.

Be more explicit in national expectations for regional and municipal planning by providing clear
objectives to the different actors in the planning system.

Give the Ministry of Climate and Environment formal responsibility for achieving national
biodiversity- and ecosystem-related land-use goals in the context of activities under the
Planning and Building Act, with a regular reporting requirement to the government.

Create a national environmental appeals board to ensure that national objectives are
safeguarded.

Invest in data systems that connect local planning decisions to national environmental
outcomes; ensure this information serves a feedback role into municipal strategic planning;
develop a model to predict the effect of land-use changes on environmental outcomes.

Provide funding for ecological compensation to align local and national interests for landscape
conservation; assist municipalities with biodiversity action plans to implement them.
Encourage municipalities to co-operate using the principle of area neutrality to increase
opportunities for economic development and conservation simultaneously.

Set a timeline for updating local plans to minimise the use of the exemption or special
dispensation process by municipalities.

Invest in capacity building for local authorities regarding national environmental priorities and
objectives and how they can contribute to achieving them.

Ensure that multiple objectives of land-using sectors are properly balanced (in both definition
and execution) and their actions co-ordinated to achieve national environmental objectives at
least cost.

Phase out output-related support to agriculture, with a view to reducing potentially
environmentally harmful incentives; provide greater flexibility and stronger incentives for farmers
to improve agri-environmental outcomes and develop climate-smart agriculture.
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Annex 1. Actions taken to implement selected
recommendations from the 2011 OECD
Environmental Performance Review of Norway

Recommendations

Actions taken

Chapter 1. Environmental management

Strengthening the implementation of environmental policies

Strengthen support for regional and local authorities
to enable them to fully meet their responsibilities for
implementing environmental policies, particularly for
environmental impact assessment, enforcement
and compliance, and land-use planning.

Reinforce efforts to reduce urban air pollution peaks
in winter, including through accelerated renovation
or replacement of wood burning stoves and
reduction of emissions from road traffic.

Assess the experience gained from the NOx tax and
associated agreements with the private sector and
adjust, as necessary, the policies required to meet
the NOx reduction target.

Expedite the replacement of ageing water supply
and wastewater pipes and the modernisation of
sewerage systems to separate waste and storm
water, using charges and applying the polluter pays
principle.

Accelerate the development and adoption of river
basin management plans and complete institutional
arrangements for river management that assure
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Every four years, the central government defines “national expectations” regarding regional
and municipal planning to promote sustainable development throughout the country. This
document typically provides guidance for regional and local authorities. In addition to this
guidance, the 2019-23 document includes information on any new or planned revisions of
guidelines. Among others, these guidelines define matters of land-use planning. They apply
to all municipalities, regardless of their size and competencies. The Norwegian Environment
Agency and the Directorate for Cultural Heritage have developed methods and guidance
for planning and environmental impact assessments. The circular in 2016 (T-2/16) provides
guidance on planning interests of national importance to promote better understanding of
the objection process. Drawing on pilot projects in 2016-18 and 2020, the central
government has implemented a new subsidy scheme since 2021 to help municipalities
develop a municipal sub-plan for biodiversity. This helped increase knowledge of local
biodiversity and how to manage it. Norway has worked to improve the mapping of habitat
types and make land-use statistics more accessible, including through online platforms with
land-use profiles, maps and data visualisation tools. Information intends to inform local
planning processes and thereby increase the capacity of local land-use planners.

Norway is decarbonising its transport sector and has become a world leader in electric
mobility. Implementation of the zero growth goal through Urban Growth Agreements (UGASs)
has helped reduce car traffic volumes in major cities (Bergen, Oslo, Stavanger and
Trondheim). UGAs are implemented through multi-level governance arrangements.
Measures include infrastructure investment, increased availability and frequency of public
transport, land-use measures, restrictive measures for passenger cars and road tolls. The
government plans to adopt five new UGAs (Buskerudbyen, Grenland,
Kristiansandsregionen, Nedre Glomma and Tromsg). Meanwhile, it will expand the Oslo
UGA to cover Oslo/Akershus. The Oslo area has a congestion charge and road toll rates
differentiated according to the environmental performance of vehicles. Fees for studded
tyres, an important source of airborne particulates, helped reduce their use in urban areas.
The state-owned agency Enova supports measures to retrofit buildings. In addition, some
municipalities have provided financial support to households for the replacement of wood
burning stoves.

Norway continued to apply a NOx tax, which was introduced in 2007. Since 2008, three
consecutive NOx agreements have been concluded between business organisations and
the Ministry of Climate and Environment. The current agreement covers 2018-25. Norway
reduced its NOx emissions by 29% from 2005 to 2020 and met the 2020 emission reduction
target of the Gothenburg Protocol. An evaluation of the NOx agreements and the associated
tax exemption is scheduled for 2022.

A 2015 expert group report proposes measures to help municipalities better prevent
damage from storm water. Work on legislative amendments to the Act related to Water and
Sanitation Plants and the Planning and Building Act is underway. In 2017, Norway revised
its national goals for water and health. It introduced a new regulation for operation and
maintenance of the drinking water pipe network. As of 2021, the central government has
offered co-funding for municipalities and market operators to create stronger incentives for
upgrading water pipes. A recent study analyses the potential for rationalisation in the water
and wastewater sector, including proposals on how municipalities could renew the pipe
networks faster and in a cost-efficient manner. Drawing on key findings, the Ministry of Local
Government and Regional Development, the Ministry of Health and Care Services and the
Ministry of Climate and Environment work together to identify required action.

Norway established river basin management plans (RBMPs) for 2009-15 for selected water
bodies and voluntarily applied the EU Water Framework Directive (WFD) for approximately
20% of its water bodies. Each RBD has its own management plan, including environmental



adequate dispute resolution, co-ordination of
decision making among water users and appropriate
funding of pollution reduction and water
management efforts.
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objectives and associated action plans. Norway completed — under formal WFD obligations
— its first full cycle of RBMPs from 2016-21 and will start a new one from 2022-27.

Climate change

Agree on clear and realistic domestic mitigation
targets for 2020 and 2050, using 1990 as a baseline,
that reflect both Norway’s wish to serve as a model
for other countries and the need to ensure the cost-
effectiveness of the climate policy overall.

Based on the existing monitoring systems,
strengthen the mechanism for identifying policy
adjustments, if needed, to stay on track to achieve
climate targets; use the proposed carbon budget to
address the overall impact of the public budget on
emissions, and its implications for achieving
mitigation targets.

Establish a more consistent price for carbon across
the economy, e.g. by removing exemptions from the
carbon tax for the sectors that are not covered by
the EU ETS; and establish a common carbon
shadow price, and a trajectory for future carbon
prices, to be used explicitly and consistently in policy
assessments.

Develop an economy-wide energy efficiency
strategy with appropriate incentives; regularly
reassess policies to promote energy efficiency and
renewable energy generation, taking possible
interactions with the “cap” of the EU ETS into
account; where interactions occur, these policies
should provide co-benefits or effectively address
other market failures.

Comprehensively review all taxes and exemptions
related to motor fuel use, vehicle ownership and use,
as well as road pricing with a view to making them
more coherent, cost-effective and better targeted to
reduce CO; and other emissions.

In 2015, Norway submitted its intended nationally determined contribution (INDC) to reduce
greenhouse gas (GHG) emissions by at least 40% in 2030 compared to 1990-levels.
Norway ratified the Paris Agreement in June 2016, which entered into force in November
2016. Consequently, Norway's INDC was converted into a nationally determined
contribution (NDC). In 2020, Norway submitted an enhanced NDC to the United Nations
Framework Convention on Climate Change. The NDC commits Norway to reduce GHG
emissions by at least 50% and towards 55% by 2030 compared to 1990 levels. Norway also
set a long-term target to become a low-emission society by 2050. It aims to reduce GHG
emissions by at least 90-95% by 2050 compared to 1990 levels (enhanced target, initially
80-95%). Norway plans to fulfil its climate commitment in close collaboration with the
European Union. The effect of Norway's participation in the EU Emissions Trading System
will be considered in assessing fulfilment of its climate targets. The 2017 Climate Change
Act established the 2030 and 2050 targets. In 2021, the government presented the
comprehensive “Climate Action Plan for the Transformation of Norwegian Society as a
Whole by 2030” as a way towards a carbon-neutral future.

The Climate Change Act entered into force in 2018. It introduced a system of five-year
reviews of Norway’s climate targets in line with the review cycles of the Paris Agreement.
The government reports annually on both mitigation and adaptation efforts to Parliament. It
also provides information on the expected effects of every proposed budget on current and
projected GHG emissions and removals.

Since 2011, the government has abolished CO,-tax exemptions for diesel used in coastal
fisheries, antique vessels and machinery, as well as for natural gas and liquefied petroleum
gas (LPG) used in coastal fisheries in domestic waters. In 2021, the government presented
trajectories for global carbon prices compatible with the Paris Agreement. The government
plans a gradual increase of carbon prices and common carbon price guidelines for policy
assessments across sectors.

The government published an economy-wide energy strategy (Meld. S 25, 2015-16). The
2021 White Paper “Putting Energy to Work” outlines objectives for a long-term value
creation from energy sources. Renewable energy resources for economic growth and job
creation is one of its four main goals. The government set a target to reduce energy intensity
by 30% by 2030. In 2016, the government tightened threshold standards for new homes
and major renovations to “passive house” level. As of 2020, Norway became the first
country that formally prohibited use of fossil oil for heating in existing buildings and in new
buildings altogether.

In 2020, the government reviewed all taxes levied on purchase, ownership and use of motor
vehicles, including taxes on fuel use, as well as exemptions to specific users or
technologies. The 2021 National Budget outlines principles to make these taxes more
sustainable, provide more consistent tax income and improve pricing of externalities. These
principles provide the framework for annual tax adjustments. The government intends to
gradually raise the tax on fuel use to reach NOK 2 000 (about USD 234) by 2030.

Nature and biodiversity

Focus protection efforts on priority species and
selected habitat types, pursuant to the new Nature
Diversity Act; integrate the implementation of the
Nature Diversity Act into sectoral policies; establish
a science-based target for protection of forests,
consistent with international obligations and
representative of the different forest ecosystems in
Norway; build consensus on conservation measures
for large camivores, based on robust research on
their population dynamics, natural habitats and
impacts on local communities.

The government established 14 priority species and 8 selected habitat types. Norway's
national biodiversity action plan, “Nature for Life” (2015), presents a variety of measures for
“critically endangered” and “endangered” species and habitats (e.g. protected areas,
selected habitat types and priority species, sector-specific regulations and economic
incentives). It plans to follow up on priorities set for managing these species and habitat
types, along with measures to improve their environmental conditions by 2035. The 2018
Pollinator Strategy and the 2021 action plan aim to protect and help pollinating insects. A
regulation for invasive alien species entered into force in 2015. The 2020 action plan
outlines measures to combat alien invasive species towards 2025. The central government
developed guidance on national planning (Circular T2/16), which can give it ground for
objections to municipal plans. This guidance encompasses all environmental interests,
including nature, climate, pollution and cultural heritage, and provides some “qualitative
valuation” of environmental interests. The government pursued efforts to increase
knowledge sharing and develops data visualisation tools to better locate threatened species
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Strengthen management of protected areas,
including by securing necessary financing; assure
long-term conservation of particularly valuable and
vulnerable areas identified in the sea management
plans.

Strengthen the control of building in coastal zones
and along rivers, pursuant to the new Planning and
Building Act.

Pursue efforts to make aquaculture environmentally
sustainable, including pest control.

Assess the effects on nature and biodiversity of
measures for adaptation to climate change.

and habitats with a view to raising awareness and improving management. In 2016,
Parliament set a goal to protect 10% of Norway's forests, targeting those with important
habitats for red listed species and areas. Annual funding for forest protection has nearly
doubled over the past decade and reached NOK 435 million (about USD 50.6 million) in
2021. In 2019, the government adopted principles for ecological compensation — as a last
resort — if encroachment on especially valuable nature cannot be avoided. It published a
guidance document on the general principles in the Nature Diversity Act (2012). This was
revised in 2016, with a focus on cross-sectoral provisions.

In 2019, the government published an action plan to strengthen management of terrestrial
protected areas. The annual budget for the management of protected areas has more than
doubled since 2013. More than half of national parks have visitor strategies, and plans for
remaining parks are in development. In addition, 16 marine protected areas were adopted
by 2021. Marine areas are also included in national parks, nature reserves, etc. Regulation
and management of these areas is a priority. The government presented a national plan for
the conservation of important areas for marine nature in 2021. This focuses on establishing
a more systematic approach to the conservation of areas of importance for marine
biodiversity. It is based mainly on the protection of valuable and vulnerable areas identified
in the sea management plans.

Norway’s 2019-23 national expectations document requires that “county and municipal
authorities assess land use in the shore line and in and along watercourses in a coherent,
long-term perspective, with special regard for natural diversity, cultural heritage
environments, outdoor recreation, landscapes and other public interests”. National planning
guidelines for diversified management of the shore zone were revised in 2021 to clarify
national land-use policies and secure national interests in these coastal zones. The
guidelines are strictest where pressure for construction is high and where important values
need to be protected. This includes coastal areas of the counties of Telemark, Vestfold and
Viken, as well as the Oslo area. The government also provides guidance on how to use
3D-modelling in the planning and management of coastal zones.

In 2021, the government adopted a new aquaculture strategy, “A Sea of Opportunities”, to
achieve the goal of sustainable growth in aquaculture. It aims to produce sustainable
seafood with a small climate and environmental footprint. For over a decade, Norway has
applied a broad range of mitigation measures to stabilise the threats posed to wild salmon
from escaped farmed salmon and salmon lice. The country implements a system to adjust
production capacity and ensure its environmental sustainability. Norway also considers
broader environmental impacts of aquaculture, including strict regulations regarding the
management of production sites. Regulations help reduce the environmental impact of
pharmaceuticals. Technical requirements for floating fish farms were introduced more than
a decade ago. Similar requirements have been applied since 2018 for land-based fish
farms. Since 2016, an industry-managed fund has administered mitigating measures in
rivers with a high prevalence of escaped fish. In 2017, government adopted a new
anti-escaping strategy and increased its budget for surveillance of escapees in rivers. In
addition, the government provides incentives (e.g. innovation licences) to develop
technology that can reduce the environmental impact of fish farming. Environment surveys
through certified agencies are mandatory for all sea-based production sites. If the
environmental status of the bottom habitat does not comply with standard acceptance
criteria, the aquaculture and/or pollution authorities will impose temporary fallowing of the
production site. Norway has adopted a “National Quality Norm for Wild Atlantic Salmon”.
In 2018, the government adopted national planning guidelines for climate adaptation. These
require stakeholders to consider nature-based solutions when planning for actions to adapt
society to climate change. Stakeholders must explain why they did not choose nature-based
solutions.

Waste management

Review and adjust, as necessary, the current mix of
instruments so as to more effectively and efficiently
prevent and reduce waste from the main waste-
generating sectors; apply additional measures to
reduce waste generation by government agencies,
including through public procurement; monitor
results and report annually on progress.
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Norway revised its waste policy in 2017. Two years later, the Norwegian Environment
Agency published a National Waste Management Plan in accordance with the EU WFD.
This was supplemented with an annex on hazardous waste in 2021. Norway is revising the
regulation on waste electronics, packaging and the system of extended producer
responsibility. The Norwegian Environment Agency published a cost-effectiveness analysis
on different measures to achieve relevant targets of the EU WFD. The proportion of waste
to be recycled is not quantified in the national goal, but the European Union has adopted
quantified targets that apply to Norway under the European Economic Area Agreement.
Norway notably reduced hazardous chemicals in products. A regulation that prohibits
certain products made of single use plastic has been in effect since 2021. Other measures
are forthcoming. A voluntary agreement in 2017 between 5 ministries and 12 commercial
organisations covers the entire food chain and aims to halve the amount of food waste by
2030. In 2021, the government released its first strategy for developing a green, circular



Investigate the effectiveness of volume- or weight-
based waste disposal fees to provide further
incentives for waste sorting and reduction by
households; identify and promote the use of best
practice models among municipalities.

Encourage the development of municipal and
intermunicipal waste management plans to achieve
national targets for waste reduction more efficiently,
in particular for biodegradable and hazardous
waste.

Assess the implications of elimination of the
incineration tax on emissions of most hazardous
substances from incinerators.

Continue work towards further reduction of
hazardous chemicals in products by drawing up
proposals for additional substances that would be
eliminated by 2020 and encouraging international
action in this area; improve data collection on these
substances through the product register.

Redouble efforts to address problems associated
with  contaminated sites and contaminated
sediments using reduction of negative impacts on
human health, cost-effectiveness and public
engagement as key guiding principles of the
operations.
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economy. It has broad scope and largely applies the new EU Circular Economy Action Plan
2020.

Municipalities increasingly differentiate fees by pricing residual waste higher than sorted
waste (e.g. different container sizes or less frequent collection of residual waste). Moreover,
many municipalities use differentiated fees at designated waste delivery points for the
public. Several larger municipal companies use digital tools to register weight.

Some municipalities have developed local waste management plans of their own volition.
Major changes in the national waste policy will impact municipalities (e.g. increasing
recycling rates for municipal waste). Regulations on biowaste, plastic waste and packaging
are forthcoming.

Norway reintroduced an incineration tax on GHG emissions effective 1 January 2022. This
is part of a general policy to include as much as possible all GHG emissions in a tax scheme
orin the EU ETS.

Norway has a national target to phase out use and emissions of substances on the national
priority list. This list indicates priority substances for regulations and other measures.
Norway works to regulate and limit the use of these substances in line with EU chemicals
regulations. It has proposed harmonised classification for a number of substances under
the EU CLP (regulation on classification, labelling and packaging of substances and
mixtures). It also proposed restrictions of substances under the REACH regulation, and
identified several substances to be listed under the Stockholm Convention. The Product
Register is the official register of hazardous chemicals in Norway. The register was
digitalised in 2015; electronic declaration of chemicals became mandatory as of 2018.
Authorities use data in the register to monitor chemicals, analyse risk related to chemical
substances and deal with acute situations. The Norwegian Environment Agency will launch
a new version of the online platform in early 2022.

Norway prioritised actions related to contaminated sites and sediments over the last
decades. In the early 2000s, the government prioritised 17 polluted seabed areas for
purification. The decision aimed to ensure that environmental toxins are not spread further
and do not pollute the surroundings.

Chapter 2. Towards sustainable development

Continue to improve decision making for
implementing the sustainable development strategy,
building further on the impressive analytical capacity
established for this purpose.

Further support environmental policy objectives by
removing inappropriate exemptions in
environmentally related taxes and (other)
environmentally harmful subsidies.

Consider introducing a broad-based road-charging
system, e.g.to address transport-related air
pollution, noise and congestion externalities.

National implementation of the 2030 Agenda for Sustainable Development replaced the
National Sustainable Development Strategy. The government has submitted Norway’s first
national plan to implement the 17 Sustainable Development Goals (SDGs), to be adopted
by Parliament in spring 2022. The government ensures annual reporting on the follow-up of
the SDGs to Parliament. It is progressively mainstreaming implementation of the 2030
Agenda in sectoral policies and strategies towards 2030. According to the proposed action
plan, all strategies, action plans and white papers are screened to ensure SDG-relevance.
Meanwhile, the SDGs are systematically integrated into guidance and performance
agreements with state agencies and institutions. In 2020, the Ministry of Local Government
and Modernisation (renamed the Ministry of Local Government and Regional Development)
became the national co-ordinating body for the SDGs. The National Action Plan promotes
a whole-of-government approach and establishes measures to ensure better horizontal and
vertical co-ordination, as well as stronger co-operation with the private sector, academia
and civil society. Norway has already submitted two comprehensive Voluntary National
Reviews to the United Nations (2016 and 2021) and another Voluntary Subnational Review.

In 2011, the government abolished CO tax exemptions for diesel in coastal fisheries, and
in antique vessels and machinery, as well as for natural gas and LPG in coastal fisheries
and cargo and passenger transport in domestic waters. In 2019, as a follow-up on
Aichi target 3, the government began assessing possible negative effects on biodiversity
from subsidies, the consequences of possible changes in these subsidies and how they
interrelate with other instruments. Within its Climate Action Plan 2021-30, the government
proposes to review the effects of a tax on mineral fertilisers to reduce emissions of nitrous
oxide. The tax base for biofuels has been expanded.

Norway raises a significant amount of taxes (road use tax and carbon tax) on the sale of
fossil fuel, which internalises externalities to a certain degree. Major cities are surrounded
by toll cordons and road tolls are common. The government commissioned a report on a
satellite-based road pricing system aimed, initially, at heavy goods vehicles. The report
shows such a system would be a significant improvement over the different direct and
indirect pricing mechanisms. Implementation will require time; in the interim, the
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Consider further greening Norway's agricultural
sector, including a shift towards less distorting forms
of agricultural support, such as income support and
payments  targeting  specific  environmental
outcomes.

Reassess and clarify the objectives of the carbon
capture and storage programme (domestic emission
reduction, commercialisation, development
co-operation); broaden collaboration, particularly
targeting partners in countries where coal-fired
power plants are under construction or planned

government intends to improve the road pricing system.

Agri-environmental measures are implemented as part of the National Environmental
Programme, which aims to contribute to sustainable agriculture production with reduced
GHG emissions, as well as fulfilling Norway's international commitments on environmental
and climate in the agricultural sector. The most important agri-environmental measure in
terms of spending is the Acreage Cultural Landscape Support. In June 2019, the
government and farmers’ organisations signed a voluntary agreement to reduce GHG
emissions by 5 million tonnes of CO2-eq between 2021 and 2030.

The government's carbon capture and storage (CCS) strategy spans a wide range of
activities, from research, development and demonstration (RD&D) to large-scale projects
and the promotion of CCS development and deployment on the international stage.
Launched in 2020, Longship is Norway's largest ever industrial climate project. It aims to
provide CCS technological development in Norway and internationally. The project benefits
from long-term funding. The government's investment reached NOK 3.45 billion
(USD 0.4 billion) in 2022 out of NOK 17 billion (USD 2 billion) in state aid pledged until
2030. The Technology Centre Mongstad is the world’s largest facility for testing and
improving CO2 capture technologies on an industrial scale. CLIMIT — Norway’s national
RD&D programme of CCS technology — also yielded results for CCS development.

Source: OECD Secretariat based on country submission.
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Chapter 1. Towards sustainable
development

This chapter provides an overview of economic and social development,
and major policy developments in the environmental sectors, including
climate, air, freshwater, waste and materials (biodiversity is covered in
Chapter 2). Drawing on indicators from national and international sources,
the chapter tracks progress towards achieving national goals and
international commitments and targets, and looks at the environmental
governance and management system. It also assesses the environmental
effectiveness and economic efficiency of the environmental policy mix,
including fiscal and economic instruments, regulatory and voluntary
instruments, and investment in environment-related infrastructure. The
chapter concludes with a reflection on opportunities for fostering a just and
equitable transition to a green, low-carbon society.
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1.1. People, economy and sustainable development

1.1.1. Life in Norway

Norway is a northern European country with a small population of 5.4 million people and a large coastline
of nearly 29 000 km, including fjords and bays. About 80% of Norway's population lives less than 10 km
from the sea. Due to harsh climatic conditions, a large part of the country is unsuitable for settlement.
Norway’s northern areas are sparsely populated, and are notably the traditional home of the Sami minority
(about 20 500 registered Sami voters'). After Iceland, Norway has the second lowest population density in
Europe. However, the large majority of its population lives in urban areas, with a dense population reaching
nearly 2 000 people per square kilometre in the Oslo area. Norway’s population is growing slowly but
steadily. It is expected to reach close to 6 million people by 2050 (Statistics Norway, 2021(1;). On average,
the country also welcomes some 6 million tourists per year (2016-19, pre-COVID-19).

Figure 1.1. Norwegians are more satisfied with their lives than the OECD average
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Note: This chart shows Norway’s relative strengths and weaknesses in well-being compared to other OECD countries. Longer bars always
indicate better outcomes (i.e. higher well-being), whereas shorter bars always indicate worse outcomes (lower well-being) — including for
negative indicators, marked with an *, which have been reverse-scored. Inequalities (gaps between top and bottom, differences between groups,
people falling under a deprivation threshold) are shaded with stripes. Data for negative affect balance, the gender gap in feeling safe and lack
of social support refer to 2021 or 2020. All other data refer to 2019 or the latest available year.

Source: OECD calculations based on OECD (2022), “How's Life? Well-Being”, OECD Social and Welfare Statistics (database).
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Life expectancy at birth is estimated at 83.2 years, higher than the OECD average. It is expected to rise
another five to six years by 2050, increasing the share of people of retirement age. Norwegians have a
generally good level of education and skills. Pupils in Norway scored above the OECD average in reading
literacy, maths and science in the OECD Programme for International Student Assessment. Girls largely
outperformed boys. Norway is also among the most advanced countries in terms of gender equality. Nearly
half of representatives elected to the Norwegian Parliament are women.

Norway’s population enjoys good health in general. The country has a well-developed health system with
universal coverage and quality health services that are financially accessible to nearly all. Health spending
per capita in Norway (about NOK 70 000 or USD 7 400) is about two-thirds higher than the EU average.
Non-communicable diseases and social inequities are among the key public health challenges. The health
impact of the COVID-19 pandemic was significantly lower in Norway compared to other European
countries. By November 2021, more than 70% of adults were fully vaccinated. However, another wave of
infections hit Norway at the end of 2021, prompting the government to re-introduce containment measures.

Life satisfaction in Norway is high. The country regularly ranks among the top ten countries in terms of
happiness, along with other Nordic countries. It also performs well in nearly all dimensions of well-being
(Figure 1.1). Norwegians enjoy a good work-life balance and are comparatively “less stressed”. Only 3%
of Norwegian employees work long hours, far below the OECD average of 11%. Norwegians also have a
green lifestyle. In all, 91% of Norway’s people declared they enjoy outdoor activities (Statistics Norway,
2020p2)).

1.1.2. Economic performance

Norway has a small and open economy with a substantial petroleum sector. With USD 62 800 per capita
in 2020, Norway is among the richest OECD countries. Income inequality in Norway is lower than in most
advanced economies (OECD, 2021(3). Like other Nordic countries, the country has an extensive system
for social protection. While labour force participation has weakened somewhat over the past two decades,
Norway’s employment rate is still largely above the OECD average.

Mainland gross domestic product (GDP) annual growth contracted by 2.3% in 2020. The tourism and
transport sectors were hardest hit. The government provided substantial support to people and businesses
via several emergency and recovery packages (Section 1.7.1). However, Norway has been recovering
comparatively quickly from the economic impacts of the global pandemic (Figure 1.2). Prior to the
slowdown brought about by the Omicron variant, Mainland real GDP of Norway was projected to increase
by 4.2% in 2022 (OECD, 20213) (Figure 1.2). Provision estimates incorporating the slowdown suggest
growth will be around 3.7%. The unemployment rate is set to fall further once the impact of the Omicron
wave has passed.

Norway’s economy has increasingly diversified. The service sector accounts for close to 66% of the
economy, the industry sector represents 33% (including mining and construction) and the primary sector
about 2%. The oil and gas sector accounts for a substantial share of economic activity. However, its share
within national GDP is shrinking, from a peak of 25% in 2012 to 14% in 2021. To date, the petroleum sector
represents 41% of total exports, 20% of total investments and 5.8% of employment (Ministry of Energy
and Petroleum, 20224). While a comparatively small player at the global scale (0.7% of world oil reserves
and 1.7% of gas reserves), Norway is one of the world’s largest energy exporters. The vast majority of
Norway’s crude oil exports is exported to other European countries. In 2020, Norway was the second
largest exporter of gas within OECD member countries, following the United States. A network of subsea
pipelines connects Norway to other European countries.
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Figure 1.2. Norway’s economic output is projected to reach above pre-pandemic levels in 2022
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Note: The pre-crisis growth path is based on the November 2019 OECD Economic Outlook projection, with linear extrapolation for 2022 and
2023 based on trend growth in 2021 (left panel). The registered unemployment data include temporary layoffs (right panel).

Source: OECD (2021), OECD Economic Outlook, Volume 2021 Issue 2 based on OECD Economic Outlook, No.106 and 109 (databases) and
Norwegian Labour and Welfare Administration.

StatLink Sa=r https:/stat.link/zw6k90

The European Green Deal and its climate framework will heavily impact Norway, notably in the medium
and long term (2030-50) (European Commission, 20195)). According to EU projections, fossil fuels will still
provide about half of the EU’s energy requirements by 2030. Natural gas is set to be phased out later and
might still represent about 10% of Europe’s energy mix by 2050. Norway currently covers about a quarter
of EU gas demand and is usually considered as an attractive and reliable business partner.

The government’s total net cash flow from the petroleum industry is estimated at NOK 272 billion in 2021
(about USD 31.6 billion). This is about NOK 90 billion (USD 10.5 billion) higher than the estimates of the
National Budget 2022 thanks to high oil and gas prices (Ministry of Energy and Petroleum, 2022y4)). Despite
the global recession, Norway’s main sovereign wealth fund grew by 8% in 2020. Created in 1990 to ensure
sustainable, long-term management of Norway’s oil resources for current and future generations, the
Government Pension Fund Global counted about NOK 12.3 trillion (USD 1.4 trillion) or close to
NOK 2.3 million (USD 267 500) per inhabitant at the end of 2021. It is the world’s largest sovereign wealth
fund.

Considering its large coastline of nearly 29 000 km and some 7 000 ships in Norwegian waters, Norway
has a strong interest in developing a sustainable maritime sector (Section 2.5.2). Norway’s Climate Action
Plan 2021-30, presented in a white paper to Parliament in 2021, includes a focus on green public
procurement, green innovation and infrastructure. It aims at halving emissions from domestic shipping and
fisheries by 2030, compared to 2005 levels. With a production of about 4 million tonnes per year, Norway
is a net exporter of fish and fish products with a value of USD 10.8 billion (77% from aquaculture and 23%
from fisheries) (OECD, 2021(6). Over 30 000 people are employed in the seafood sector.

1.1.3. Progress towards the Sustainable Development Goals

For more than a decade, Norway maintained the top position on the Human Development Index. The
country ranked seventh on the 2021 index of countries’ progress towards achieving the Sustainable
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Development Goals (SDGs), which was topped by three Nordic countries (Finland, Sweden and Denmark).
Norway has already fully achieved six goals and is making good progress towards achieving four more
(Figure 1.3). However, like many other OECD countries, the country still faces “significant or major
challenges” for several goals, including climate action, sustainable consumption patterns and biodiversity
protection. Most of the remaining challenges are related to the increase of environmental pressures.

In 2015, Norway adopted a national plan to implement the 17 SDGs. The government ensures annual
reporting on the follow-up of the SDGs to Parliament (Storting). It is progressively mainstreaming
implementation of the 2030 Agenda in sectoral policies and strategies towards 2030. According to the plan,
all strategies, action plans and white papers are screened to ensure SDG-relevance, while the SDGs are
systematically integrated into guidance and performance agreements with state agencies and institutions.
Statistics Norway maintains a dedicated platform with facts and figures on Norway’s progress towards
achieving the SDGs.

In 2020, the Ministry of Local Government and Modernisation, which is also in charge of regional
development, became the national co-ordinating body for implementing the SDGs. It aims to promote local
ownership and increase cross-sectoral co-operation. Municipalities, regional authorities and, more broadly,
civil society now play a stronger role in the implementation of the SDGs. The 2021 National Action Plan
promotes a whole-of-government approach and establishes measures to ensure better horizontal and
vertical co-ordination, as well as stronger co-operation with the private sector, academia and civil society.
Norway already submitted two comprehensive Voluntary National Reviews to the United Nations (2016
and 2021) (Ministry of Local Government and Modernisation, 20217;) and another Voluntary Subnational
Review (Hjorth-Johansen et al., 2021)).

Figure 1.3. Norway is on track to achieve many but not all sustainable development goals
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Note: The full title of each SDG is available here: https://sustainabledevelopment.un.org/topics/sustainabledevelopmentgoals.
Source: Sachs, J.D. et al. (2021), The Decade of Action for the Sustainable Development Goals, Sustainable Development Report 2021,
https://dashboards.sdgindex.org.

At the regional level, the newly created county of Viken endorsed the SDGs as a holistic framework for the
Regional Planning Strategy for a Sustainable Viken 2020-24 (OECD, 2020i9). At the local level, 95% of
municipalities have started working with the SDGs (Hjorth-Johansen et al., 2021(g)). Thirty municipalities
monitored key performance indicators of the United for Smart Sustainable Cities. The Oslo SDG Initiative
analyses transformations required for implementation of the 2030 Agenda. However, progress towards
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implementing the SDGs is uneven (OECD, 202110]). Some more advanced municipalities operationalised
and integrated the SDGs into strategic plans and management processes. Others remain at the inception
phase. Speed and progress in local implementation and ownership largely depend on three factors: the
size of municipalities (larger ones are doing better), political commitment (higher in centrally located
municipalities) and, to a less extent, budgetary constraints or capacity issues (Hjorth-Johansen et al.,
2021g)).

The role of local authorities in the implementation of the SDGs needs to be further strengthened. Counties
and municipalities need to be fully involved in national decision making from early planning to monitoring
and evaluation. At the same time, they must strengthen their capacity to work with the SDGs “strategically
and systematically” (OECD, 2020ig). The national government needs to further promote policy coherence,
multi-level governance and multi-stakeholder partnerships to move beyond a goal-by-goal approach rooted
in specific sectors. Inter-ministerial co-ordination between different policy areas could be improved.
Specifically, ministerial departments should invest more in interdisciplinary expertise (e.g. internal mobility)
and pay more attention to cross-sectoral spillovers to better integrate policies across sectors.

1.2. Selected environmental trends and performance

1.2.1. Key energy trends

Energy structure, intensity and use

Thanks to the widespread use of clean electricity — primarily hydropower — Norway has one of the most
decarbonised power sectors of Europe and of the OECD area (Figure 1.5). Primary energy supply
decreased by 16.5% from a peak of 32.8 million tonnes of oil equivalent (Mtoe) in 2013 to 27.4 Mtoe in
2019 (IEA, 2021111)). Norway is energy self-sufficient with a surplus of renewable electricity in normal years.
It has become Europe’s largest energy exporter (Figure 1.4).

Figure 1.4. Norway is energy self-sufficient and has become Europe’s largest energy exporter

Energy production, supply and consumption, 2019

Mtoe Mtoe
200 3B r
' Heat
30 F
150 Bxports Electricity
25 | .
Transformation and losses Other/
a0 |- non-energy use Renewables
100 F Agricul?ure/_,_l
fisheries Commercial
15 Gas
Residential
10 | .
5 Transport =0
5 L
Industry u Coal
Production Energy supply Final consumption Final consumption by sector

Note: Data presented in the chart exclude negligible quantities of non-renewable waste.
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Following recent increases,? Norway’s oil production is set to increase until 2024 and then expected to
decline by around 2% each year on average between 2025 and 2040 (IEA, 2019127). Gas production will
peak slightly later around 2030. Production will first and foremost decline due to resource depletion rates
rather than a planned transition (Sanner and Bru, 202113)).

Oil, natural gas and coal together represented only about 50% of Norway’s total energy supply (TES) in
2020, compared to 78% in the OECD as a whole (Figure 1.5). Norway has reduced the share of fossil fuels
since 2013 with a view to cutting greenhouse gas (GHG) emissions. Coal made up about 3% of TES for
the past few decades. In 2021, the government announced the closure of its only coal-fired power plant in
Svalbard. At the same time, it released a new energy plan for Longyearbyen as part of its 2022 budget to
increase the share of renewables in Svalbard. A remaining Russian coal mine is also set to close down.
This is a highly symbolic, positive development with a view to protecting the Arctic area. Norway does not
use any nuclear power in its energy supply.

The government’s 2021 White Paper “Putting Energy to Work” outlines objectives for a long-term value
creation from Norwegian energy sources. The strategy aims at setting predictable framework conditions to
help the country advance towards a low-carbon society. It defines four main goals: renewable energy
resources for economic growth and job creation; electrification; establishment of new, profitable industries;
and maintenance of a “future-oriented Norwegian oil and gas industry” (Ministry of Petroleum and Energy,
20211141). The paper outlines a series of pilot projects to develop new, cost-efficient, climate-friendly
solutions and technologies in line with the objectives of its Climate Action Plan 2021-30 (Ministry of Climate
and Environment, 202115)). The government invests heavily in technological developments offered by
offshore wind, renewable hydrogen, and carbon capture and storage (CCS).

Figure 1.5. Norway’s energy mix is much more decarbonised than the OECD average
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Source: IEA (2021), IEA World Energy Statistics and Balances (database).
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However, the plan also foresees continued support for Norway’'s petroleum exploration policy. This
includes “regular concession rounds to ensure that new areas for exploration are made available to the

industry” (Ministry of Petroleum and Energy, 2021[14]). This approach may exacerbate Norway’s
petroleum lock-in and industrial path dependency (Kattel et al., 2021[16]). While the plan indicates that
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emissions from oil and gas production shall be cut by 50% by 2030 and reach net zero by 2050, continued
oil exploration poses a risk of stranded assets given the global and, especially European, ambition of
reducing fossil fuel use to reach net zero by 2050. There are concerns that it could slow down the shift
from a fossil-driven to a fully green industry strategy (SEI et al., 2021[17]). On the other hand, Norway
could play a crucial role as provider of transitional energy sources, notably gas, with a view to ensuring
energy security in Europe and facilitating its clean energy transition. It is too early to assess the impact of
the new energy strategy. The recent government change may also impact strategic orientations. The
government is preparing a supplementary document. Both strategic documents were scheduled to be
discussed in Parliament by mid-2022.

Renewables

Following Iceland, Norway has the second largest share of renewables, representing more than half of its
energy mix and 99% of its electricity output (Figure 1.6). It overachieved its national target of a 67.5%
share of renewable energy in gross final energy consumption in 2020, in line with the EU Directive on
renewable energy. Renewables represented a share of 26% in the transport sector, largely outperforming
the 10% target set in 2012.

Norway is the largest hydropower producer in Europe and is among the largest worldwide. Hydropower
represents the large bulk (90.2%) of Norway’s electricity production (Statistics Norway, 20211g)). The
country has significant hydropower reservoir capacity. The share of wind power has increased ten-fold
from 2005 to 2019, representing about 4% of renewables (Figure 1.6). Norway installed about 1.5 GW of
wind capacity in 2020. The government’s energy white paper outlines steps to facilitate offshore wind
power, both floating and bottom-fixed installations (Ministry of Petroleum and Energy, 202114)).

Norway’s renewables sector is rapidly growing. The creation of new power lines to Germany and the
United Kingdom will allow Norway to better integrate with the European electricity market. The joint
Norway-Sweden green power support scheme has been the main policy instrument for increasing
production of renewables. Created in 2012, the scheme has already passed its 2020 target (24.4 TWh)
thanks to technological and market advancements. The governments of Norway and Sweden decided to
end the support scheme by 2035, ten years earlier than planned.

Figure 1.6. Hydropower dominates the renewable energy mix, but wind power is growing rapidly
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Energy intensity and efficiency

Norway has increasingly decoupled energy demand and related environmental effects from growth. Over
the past decade, it has accelerated deployment of renewables and improved energy efficiency thanks to
enhanced technology and electrification of the transport and residential sectors. Nevertheless, Norway’s
energy consumption per capita, which historically has been among the highest in the OECD, is still slightly
above the average. This is due notably to high energy consumption in the industry sector, as well as
household heating needs due to the cold Scandinavian climate. Improving energy efficiency thus needs to
remain a priority for such an energy-intense economy.

Norway’s total final energy consumption curve has been relatively flat over the years (Figure 1.7). The
country is close to reaching the level of 2005. Further efficiency gains will allow Norway to pursue this
downward trend despite increasing economic activity. Industry remains the largest energy-consuming
sector but already consumes less than in 2005, primarily due to the continuing shift to services. The biggest
reduction in fossil fuel energy consumption will come from the transport sector (Section 1.3.5). This is due
in large part to Norway'’s large-scale rollout of electric vehicles (EVs), which are about three times as energy
efficient as internal combustion engine vehicles (IEA, 20211g)).

Figure 1.7. Norway has decoupled energy demand and related environmental effects
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The country has high energy-efficiency standards for building performance that were effective at reducing
energy consumption and CO2 emissions from using energy, and in particular from heating dwellings.
According to government calculations, Norwegian energy efficiency policies led to a reduction of 16 TWh
between 2014 and 2020, largely exceeding the 2016 target of 10 TWh by 2030. In 2016, the government
tightened threshold standards for new homes and major renovations to “passive house” level. As of 2020,
it became the first country that formally prohibited use of fossil oil for heating in existing buildings and in
new buildings altogether. Energy consumed by the residential sector is thus increasingly carbon-free.
Moreover, there is scope for greener housing construction and building materials (OECD, 202220)).
Building homes, and associated production and disposal of building materials, has significant
environmental costs. A stronger focus on the life cycle of buildings could help Norway further decarbonise
the building sector (e.g. reduced use of materials, use of low-carbon materials, re-use of materials).

1.2.2. Atmospheric emissions and air quality

Norway’s pollutant emissions and intensities of fine particulate matter (PM2), nitrogen oxide (NOx), sulphur
oxide (SOx) and black carbon have all decreased over the past decade. Norway reached its air emission
targets for 2020 (Figure 1.8) except for ammonia (NHs) and a recent increase in emissions of non-methane
volatile organic compounds due to increased use of disinfectants during the pandemic. The largest
emissions of black carbon originate from the transport sector and wood combustion in residential heating;
both emission sources have been considerably reduced. While Norway had failed to meet the Gothenburg
Protocol target on NOx emissions in 2010, the country reduced its NOx emissions by 29% from 2005 to
2020 (Norway Statistics, 202121)). NOx emissions related to road transport achieved an above-average
reduction of 40%. Moreover, the NOx tax and the Business Sector's NOx Fund contributed to reducing
NOx emissions in the business sector, while supporting the phasing-in of new technology. Both measures
helped Norway meet the 2020 Gothenburg Protocol target.

Figure 1.8. Norway’s pollutant emissions have decreased over the past decade
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Note: 2020 targets under the revised Gothenburg Protocol to the Convention on Long-range Transboundary Air Pollution.
Source: EMEP (2022), WebDab (database); Statistics Norway (2021), StatBank (database).
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Norwegians enjoy good overall air quality (Figure 1.9). Premature death attributed to PM2.s exposure in

Norway is less than one-third the OECD average. Norway complies with EU directives on air quality
standards and will continue to follow the EU zero pollution agenda closely. In addition, the country has set
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more ambitious local and national targets, supported by excellent nationwide air quality monitoring
services. Norway’s four major cities rank in the top 20 of the European City Air Quality Index.

Nevertheless, nearly all larger cities in Norway face localised air pollution problems and periodic worsening
of air quality with high peak PM1o concentrations during winter and into spring. Thanks to measures such
as the zero-growth goal, EVs and replacement of wood stoves, local air quality in urban areas is expected
to further improve in the coming years. Fees for studded tyres, an important source of airborne particulates,
helped reduce their use in urban areas. Beyond health impacts and noise, air pollution also threatens
biodiversity, which requires targeted solutions for protected areas. For example, Parliament adopted a
resolution in 2018 to stop emissions from cruise ships and ferries in world heritage fjords by 2026 at the
latest. This would transform these fjords into the world’s first zero-emission zones at sea.

Figure 1.9. Norway's cities enjoy good air quality
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1.2.3. Water resources management

Water quantity and quality

Norway has abundant water resources and is endowed with a large number of lakes and river habitats.
This is why the intensity of water use (withdrawal as a percentage of available resources) continues to be
low. At the same time, water abstraction for public supply (intensities per capita), is among the highest
within the OECD area, due to high water consumption and significant water losses (Figure 1.10).

Freshwater ecosystems are threatened by human activities (e.g. pollution and hydropower production) and
other pressures such as acid rain, the spread of alien species and high numbers of salmon lice. Fish
farming and lice are identified as the main threats to wild salmon in the 2021 Red List for Species. More
than two-thirds of Norway’s largest rivers are zoned for hydropower production, which was partly
responsible for reducing the salmon population in affected streams. According to the Norwegian
Environment Agency, river regulation schemes have negatively affected 23% of Norway’s salmon rivers.
However, several initiatives aim to reduce these negative impacts. Agriculture, municipal sewage and fish
farming are the main sources of water contamination in Norway. Norway has one of the highest nitrogen
balances per hectare among OECD countries due to widespread application of fertilisers (OECD, 202122)).
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Norway has implemented the EU Water Framework Directive (WFD) since 2007 with a view to achieving
good ecological and chemical status for all inland, transitional and coastal waters and groundwater bodies.
Norway counts 15 river basin districts (RBDs), including cross-border basins that share water courses with
Finland and Sweden. Each RBD has its own management plan, including environmental objectives for
water bodies and associated action plans. Norway completed — under formal WFD obligations — its first full
cycle of river basin management plans from 2016-21 and will start a new one from 2022-27.3

According to national assessments, about one-third of Norway's freshwater bodies do not meet the WFD
criteria for good ecological status, including 12% categorised as “heavily modified” (Environment Norway,
2021p231). Norway is doing overall better than most European countries, but the ecological status of water
bodies has deteriorated over the past decade (Table 2.1). Ecological conditions are generally better in
central and northern parts of Norway, and poorer in more densely populated areas of the south. Norway
needs to redouble efforts to reach its target of restoring 15% of degraded ecosystems by 2025, including
water-related ecosystems. While Norway has made progress towards integrated water resource
management, it still has a way to go to fully meet its obligations under the WFD.

Figure 1.10. Norway has abundant water resources but needs to tackle significant water losses
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Source: OECD (2021), OECD Environmental Statistics (database); Statistics Norway (2021), “Water supply and safety and preparedness plans”,
StatBank (database).
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Drinking water supply

The supply of drinking water is good: nearly 90% of Norwegians have access to treated drinking water
from waterworks with high quality standards. Surface water provides 90% of drinking water. About half a
million people (or 10%) get water from private wells or other small water plants for which the quality is
largely unknown. Leakage from the drinking water supply system is estimated at 30% (Environment
Norway, 202123)). This represents not only a significant loss of water resources but also a potential risk for
microbiological contamination in drinking water. Water supply systems are often more vulnerable in small
municipalities, notably in terms of water supply stability and the ability of drinking water utilities to prepare
and respond to emergencies (bedreVANN and Norsk Vann, 2020p24;). Information on drinking water quality
could be made accessible directly on websites of municipalities. This would enable consumers to easily
consult relevant information on their drinking water sources as well as inspection reports.
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Wastewater treatment

Most people are connected to municipal wastewater systems. However, only 60% of Norway’s population
is connected to advanced wastewater treatment plants with biological or chemical treatment methods. This
is one of the lowest shares in the OECD area (Figure 1.11). The share of primary wastewater treatment is
particularly high in remote areas.

Norway counts about 2 700 municipal wastewater treatment plants (Norwegian Environment Agency,
2021251). The county governor is the pollution control authority for about 330 larger plants that treat
wastewater from the vast majority of the population (3.9 million people). Meanwhile, municipalities manage
most of the small wastewater treatment plants, which serve a small percentage of the population. In
addition, some 350 000 treatment plants deal with wastewater from about 800 000 people who live in
sparsely populated areas. New treatment systems are also being built for individual houses and cabins,
while other buildings are connected to the public sewerage system.

Many municipalities have sewage systems that do not comply with pollution regulations and permits.
According to national statistics from 2020, more than half of the population was connected to wastewater
facilities that do not comply with pollution permits (Onstad, 202126}). This calls for regular inspections and
the use of coercive fines.

Figure 1.11. Most Norwegians are connected to municipal wastewater treatment systems, but the
share of primary treatment is high
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Note: Left panel: 2019 or latest available year. Data for Norway refer to 2020.
Source: Berge G. and M.E. Onstads (2021), Kommunale avigp 2020 [Municipal Sewers 2020], Report 2021/39, Statistics Norway; OECD (2022),
"Water: Wastewater treatment", OECD Environment Statistics (database).
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As noted in the previous OECD EPR of Norway (OECD, 2011271), the country’s ageing water infrastructure
requires urgent upgrades. It also needs to adjust to new climate challenges, such as increased
precipitation, floods and rising sea levels. The rate of infrastructure improvement has been slow despite
quite substantial investment (Section 1.6). There is scope for improving operational efficiency of water
services and co-ordination between different administrative levels.
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1.2.4. Transition to a resource-efficient economy

Waste management

Norway is not on track to meet its objective of decoupling waste generation from economic growth. Waste
generation in Norway reached a record high in 2019. According to national statistics, Norway generated
12.2 million tonnes of waste in 2019 (+3% compared to 2018). At the same time, it recovered 71% of waste
and recycled about 41% of collected municipal waste; recycling remained fairly stable overall. The
construction sector bypassed the industry sector for the largest waste volume (26%). While the industry
managed to considerably reduce waste generation, the shares of private households and service industries
have been steadily increasing, representing 20% and 18%, respectively (Figure 1.12).

The average Norwegian produced 772 kg of municipal waste, among the highest amounts in Europe
(OECD Europe average = 499 kg per capita). However, the definition of municipal waste has been
changing over the years, which makes it difficult to compare data. The Waste Management Plan for
2020-25 includes a waste prevention programme and proposals for changes in waste infrastructure to
prepare for tightened directives within the EU Zero Waste Strategy. The government reiterates its national
goal that growth in waste generation should be significantly lower than economic growth. Some
municipalities also prepared local waste management plans.

Figure 1.12. Norway is not on track to decouple waste generation from economic growth
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Source: Statistics Norway (2021), “Waste accounts”, StatBank (database).
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Norway’s waste treatment profile is similar to its Scandinavian neighbours, Finland and Sweden; nearly
half of Norway’s municipal waste is treated by incineration with energy recovery, while landfilling has almost
disappeared following a landfill ban in 2009 (Figure 1.13). The country will need to significantly increase
its recycling capacity. Norway transposed the EU directive of 2018 and still has a way to go to prepare at
least 55% of municipal waste for re-use or recycling by 2025; 60% by 2030 and 65% by 2035.
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The country has excellent waste treatment facilities, with cutting edge technology for waste sorting. While
more flexible regulations are needed, extended producer responsibility schemes and better incentives are
key to creating demand for secondary raw materials, notably in the construction sector. Technical building
standards need to be adjusted to enable increased use of recycled building materials.

Bio-waste collection in Norway was introduced in the 1990s. Today, about 70% of Norwegians live in
municipalities with source separation of bio-waste and door-to-door collection of food waste. The collection
rate from households is estimated at 69%. To fill the gap, collection of “household-like” food waste could
be made mandatory as suggested by the Environment Protection Agency in 2017. Collected food waste is
increasingly used for biogas production. For example, a biogas plant has been producing green fuel for
Oslo’s city buses since 2014.

Figure 1.13. Norway uses incineration with energy recovery but needs to further boost recycling

Municipal waste management, by type of treatment, 2019
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Source: OECD (2021), “Waste: Municipal waste”, OECD Environment Statistics (database).
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Circular economy and global material footprint

Promoting sustainable consumption patterns is a key challenge for Norway. The country has one of the
world's highest material consumption rates, a high material footprint per capita and low material productivity
(Figure 1.14). The government released its first strategy for developing a green, circular economy in
July 2021. The strategy sees the transition to a circular economy as an opportunity to foster value creation
and sustainability (Ministry of Climate and Environment, 20212g)). It has broad scope and largely applies
the new EU Circular Economy Action Plan 2020 (European Commission, 2020p29;). The linear pattern of
“take-make-use-dispose” does not provide producers with sufficient incentives to make their products more
circular. Only a small share of products is cycled back into the Norwegian economy (Circular Norway,
202030)).

As the European Union sets global standards in product sustainability, Norway could benefit from a
stronger focus on life cycle thinking, eco-design, the right to repair, etc. Policy makers need to create an
enabling environment to facilitate the transition towards a circular economy. Typically for many developed
economies, material footprint originates in part from outside Norway. A more holistic strategy would allow
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Norway to better understand and consider global environmental impacts. Actions should tackle all
economic areas to reduce Norway’'s material footprint (e.g. construction, forestry and wood products,
energy transition, circular food systems). They should focus on reducing absolute levels of resource
consumption. This involves further educating and empowering consumers to make informed decisions
(e.g. use of sustainability labels).

Figure 1.14. Norway has low material productivity and a high material footprint per capita
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Note: Left panel: Material productivity is expressed as the amount of economic output generated (in terms of GDP at 2015 prices and purchasing
power parities) per unit of materials consumed (in terms of domestic material consumption).

Right panel: Material footprint refers to the global allocation of used raw material extracted to meet the final demand of an economy. Nordic
countries include Denmark, Iceland, Finland, Norway and Sweden.

Source: OECD (2022), “Material resources”, OECD Environment Statistics (database).
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1.3. Progress towards climate targets

1.3.1. Main policies and measures

Norway is a frontrunner in advancing climate action. Already in 2007, Norway pledged to be the first country
to become carbon-neutral by 2050. Parliament approved a proposal in 2016 to accelerate carbon emission
cuts and carbon offsetting to reach this ambitious goal by 2030. In parallel, Norway also committed to zero
deforestation, making it the first nation to ban public procurements that contribute to rainforest destruction.
In 2021, Norway’s government presented the comprehensive “Climate Action Plan for the Transformation
of Norwegian Society as a Whole by 2030” as a way towards a carbon-neutral future (Ministry of Climate
and Environment, 2021(15).

Norway’s climate policy builds on the objectives of the global climate agenda. The country participates in
the implementation of the UN Framework Convention on Climate Change (UNFCCC), the Kyoto Protocol
and the Paris Agreement. Participation in the EU Emissions Trading System (ETS) was a major factor in
achieving Norway’'s commitments under the Kyoto Protocol (2008-12 and 2013-20), along with carbon
credits under the Clean Development Mechanism and domestic measures. The 2017 Climate Change Act,
the 2020 Nationally Determined Contribution under the Paris Agreement and the Climate Action Plan
2021-30 lay out the framework of Norway’s climate action. The government provides annual reporting on
both mitigation and adaptation efforts to Parliament.
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Norway defined the following climate goals:

e Climate target for 2030: reduce GHG emissions by at least 50% and towards 55% by 2030
compared to 1990 levels (enhanced target, initially: 40%).

¢ Climate neutrality by 2030: emissions must be offset by climate action through emissions trading
systems or other international co-operation.

¢ Alow-emission society by 2050: reduce GHG emissions by at least 90-95% by 2050 compared
to 1990 levels (enhanced target, initially 80-95%).

These national targets are among the most ambitious worldwide, going beyond the commitments of many
other OECD countries. They are closely aligned with the enhanced ambition of the EU-wide 2030 Climate
and Energy Framework under the EU Green Deal (European Commission, 2019;s)) (Table 1.1). Moreover,
many counties, cities and municipalities have set net zero goals and contribute to fulfiling Norway’s
national ambitions. The city of Oslo has an ambitious climate action plan and climate budget covering all
relevant sectors. Norway benefits from broad political consensus and popular support for climate action.
According to one report, 61% of Norwegians believe that on a global scale their country will succeed in
reducing climate gas emissions, while 39% believe that climate change is the greatest challenge of our time
(Kantar, 202031).

Box 1.1. Norway’s main climate policy initiatives 2016-21

June 2016: Government ratifies the Paris Agreement on Climate Change.
June 2016: Parliament adopts climate neutrality target for 2030.
June 2017: Climate Change Act sets legally binding long-term goal of a low-carbon society by 2050.

October 2019: Government adopts EU agreement to expand co-operation for 2021-30, notably covering
non-ETS sectors.

February 2020: Government submits enhanced Nationally Determined Contribution to the UNFCCC.
September 2020: Government launches Longship project on CCS (Box 1.6).
January 2021: Government presents Climate Action Plan 2021-30.

April 2021: Government launches Strategy for Climate Adaptation, Prevention of Climate-related
Disasters, Fight against Hunger.

1.3.2. Close co-operation between Norway and the European Union

Norway plans to fulfil its climate commitment in close collaboration with the European Union, drawing on
its long-standing climate partnership within the European Economic Area (EEA) Agreement (Table 1.1).
Norway has participated in the EU ETS since 2008, which covers about half of Norwegian emissions.
Moreover, the European Union, Norway and Iceland adopted a new co-operation agreement in 2019,
covering 2021-30 and expanding the scope of the climate partnership. Under the EU Effort Sharing
Regulation, Norway commits to reduce GHG emissions in sectors outside the scope of EU ETS
(agriculture, transport, waste, building sectors and small industrial/commercial facilities) by 40% compared
to 2005 levels. Norway also committed to applying the no-debit rule under the EU regulation on land use,
land-use change and forestry (LULUCF). By participating in all three pillars of EU climate policies, Norway
contributes to achieving the EU’s ambition to become the first climate-neutral continent.
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Table 1.1. Norway and EU commitments to reduce GHG emissions, compared to 1990 levels

Norway’s Climate Change Norway’s Nationally EU Climate and Energy Framework 2030
Act 2017 Determined Contribution 2020 (released in 2020)

at least 50% and up towards 55%

emission cuts

2050 target at least 80-95% emission cuts at least 90-95% emission cuts remaining emissions need to be balanced off

by 2050, legally binding law (approved by

EU Parliament and the European Council in

June 2021)

Goals

2030 target at least 40% emission cuts at least 55% net emission cuts

Climate . by 2030, parliamentary decision of
. no mention
neutrality 2016

Source: Ministry of Environment and Climate (2021); EU Climate and Energy Framework 2030 (2020).

1.3.3. Greenhouse gas emissions trends and projections

Norway is a small GHG emitter with absolute emission levels similar to other Nordic countries. Despite its
small population size and significant oil and gas production, Norway’s emission level per capita (9.4 tonnes
of CO2.eq) remained below the OECD average of 11.3 tonnes in 2019. In terms of emission intensity,
Norway recorded one of the lowest levels in the OECD area (OECD, 202232). Similar to other OECD
countries, energy industries, dominated by oil and gas production, are the largest emitting sector
(Figure 1.15). They contribute to nearly a third of the country’s GHG emissions. Despite targeted climate
action, the transport sector still contributes about a quarter of Norway’s emissions. It is followed by
industrial processes and product use, agriculture, residential and other sectors and fugitive emissions from
fuel. The structure of emissions is expected to remain substantially unaltered by 2030 (Figure 1.16).

Norway has decoupled emissions from GDP growth. Since 1990, Norway’s emission levels varied between
47.5 million (1992) and 56.9 million tonnes of CO2-eq (2007) (Figure 1.15). After peaking in 2007, domestic
GHG emissions have declined, albeit more consistently in the second half of the 2010s. In 2020, they were
about 10% lower than in 2010 but only about 4% lower than in 1990 (Statistics Norway, 202133)).
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Figure 1.15. Norway’s GHG emissions are close to 1990 levels
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The starting point for emissions reductions in Norway was low because its energy mix was already largely
decarbonised, leaving few remaining quick wins. The expansion of offshore oil and gas resources over the
past decades also contributed to increasing GHG emissions (Figure 1.15). These emissions have been
relatively decoupled from production since 2016. The Norwegian petroleum industry has comparatively
high environmental and climate standards. Many oil and gas companies committed to reach net zero
emissions by 2050.

Despite the economy-wide decarbonisation efforts, Norway is far from reaching its initial goal of cutting
40% of emissions by 2030, and even more so from its enhanced goal of 50% and towards 55%. According
to projections of the 2022 National Budget (Ministry of Finance, 202134), Norway will emit around
41.2 million tonnes of CO2-eq by 2030 (Figure 1.16). This represents a reduction of 20% of emissions
compared to the 1990 level. These estimates do not yet include measures of the Climate Action Plan
2021-30 or the effects of Norway’s participation in the EU ETS. There is also some uncertainty regarding
calculation methods of the effects of Norway’s EU ETS participation. However, Norway will likely face a
gap to achieve the 2030 emissions reduction target.

The government intends to accelerate domestic emission cuts. The Climate Action Plan 2021-30 sets out
detailed targets and policy measures for each sector with a view to reaching a 45% reduction in the
non-ETS sector (exceeding the EU target of 40%). However, promoting low-carbon technologies is costly
in the short term. Norway needs to further analyse impacts of policies to improve the cost effectiveness of
existing measures (Section 1.5.3). With high marginal costs of reducing domestic GHG emissions, the
purchase of foreign emission credits often makes economic sense. Moreover, Norway’s large forest areas
— about a third of total land area — provide a substantial carbon sink, representing nearly half of annual
GHG emissions. Natural carbon stocks of mainland Norway are more than twice as large as the average
for the world’s land areas. Norway is on track to increase forest cover and enhance carbon sinks (Climate
Action Tracker, 202135)). Ongoing efforts are needed.
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Figure 1.16. Norway has a way to go to reach its 2030 climate targets

GHG emissions, projections by sector,
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Source: EEA (2021), Member States' greenhouse gas emission projections (database); ESA (2021), Climate Progress Report 2021; Statistics
Norway (2021), “Table 08940”, StatBank (database).
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1.3.4. Norway’s global carbon footprint

As Norway is a small and open economy, the focus on national GHG emissions alone provides only a
partial picture of Norway’s global carbon footprint. While the country is not legally responsible for GHG
emissions outside Norway, implicit emissions from its oil and gas used abroad are significant. However,
as most Norwegian oil and gas are exported to Europe, embodied emissions are largely covered by ETS
or non-ETS European carbon-pricing mechanisms (OECD, 2022/2q)).

In today’s interconnected world, as do other OECD countries, Norway needs to look for a more coherent
approach to climate and environmental policies. Such policies should better reflect the country’s global
carbon footprint and spillover environmental impacts. These impacts include transboundary pollution flows;
environmental impacts embedded in traded goods and services; and exploitation of international common
pool resources.

International institutions are developing indicators and new metrics to better capture international spillover
effects. Norway could usefully develop national indicators using environmentally extended multi-regional
input-output, material flow analysis and life cycle assessment to better understand its economy-wide global
footprints. This could help better track the environmental impact of trade. Such results could inform
environmental impact assessments (EIAs) during the permitting and licensing process.

1.3.5. Decarbonising transport

Transport demand is growing, and emission cuts in the transport sector thus play a key role in achieving
Norway’s climate and environmental goals. It is difficult to make robust projections on future transport
demand. This is especially the case given uncertainty related to long-term impacts of the COVID-19
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pandemic (e.g. teleworking, demand for air travel, reduction of unnecessary travel, challenges related to
social distancing in public transport, etc.).

Norway has set ambitious transport decarbonisation policies. Its Climate Action Plan 2021-30 sets out key
objectives for the transport sector, which aims at halving emissions in 2030 compared with 2005 levels,
beyond the EU target of 40%. The government’s transport goals, strategies and priorities are detailed in
the National Transport Plan 2022-33 (Ministry of Transport, 2021;36)). A broad range of economic
instruments and regulatory instruments is used to decarbonise all transport sectors (Section 1.5).

Norway has comparatively high levels of short-distance, infra-national air traffic due to the large number of
fjords, offshore islands and sparsely populated mountainous areas. Domestic aviation contributed to 9%
of GHG emissions in the transport sector (Figure 1.17). The EU ETS has so far been the main policy
instrument for the aviation industry.

For a long time, the rapidly growing demand for mobility has outpaced progress in decarbonising the
transport sector. Transport emissions peaked in 2012 (15 million tonnes of CO2-eq) and decreased by
8.9% from 2005 to 2019. The impacts of Norway’s EV rollout and related emission cuts became strongly
visible as of 2016 (Figure 1.17). According to national projections, transport emissions are projected to
decrease by nearly one-third from 2019 to 2030. Nevertheless, Norway needs to further accelerate
electrification of the transport sector to halve transport GHG emissions by 2030.

Figure 1.17. Emissions from road transport and domestic navigation are shrinking
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1.3.6. Towards sustainable transport systems

Road transportation remains the privileged mode in Norway. In 2020, of 5.7 million registered vehicles,
some 2.8 million were passenger cars (Statistics Norway, 2021(37). Norway has more vehicles than people.
It will be important to take a broader approach to electric mobility and promote structural changes towards
shared mobility and integrated sustainable services.
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The implementation of the zero-growth goal through Urban Growth Agreements has helped reduce car
traffic volumes, cut emissions and improve the quality of life in Norway’s major cities. Such agreements
should be rapidly extended to medium-sized cities and smaller urban areas.

The National Transport Plan sets a long-term goal of a 20% share of cycling in urban areas and 8%
nationwide. Some 173 km and 322 km of cycle-friendly infrastructure was created in 2019 and 2020,
respectively. However, Norway does not have a targeted strategy to translate its national commitment into
practice; investment priorities remain mostly focused on the road sector. While acknowledging specific
needs of its sparsely populated areas,* Norway could make it a stronger priority to develop more and
cheaper alternatives to private vehicle use. The government could further re-orient investments in more
sustainable transport systems and public transport. This would also bring broader societal benefits for
people’s health while improving accessibility.

Despite its great achievements in the EV sector, Norway needs to redouble efforts and make more
structural changes to establish sustainable transport systems to meet its 2030 target. This involves
promoting behavioural changes, placing a stronger focus on shared mobility services and shifting from
increased mobility towards improved accessibility. The rail system needs to be further modernised and
become a cheaper alternative to road and air transport. Airport expansion is counterproductive to reducing
GHG emissions and environmental concerns need to be better reflected in any new plans. This is an
opportune moment to rethink mobility and develop a socially fair and spatially balanced transport system.

1.3.7. Climate change adaptation

Annual mean temperature for mainland Norway has increased by about 0.8°C and annual precipitation by
nearly 20% over the past 100 years (OECD, 20133g)). Future climate risks mainly include increasing
exposure to extreme weather events and related risks, as well as multiple threats to ecosystems. Northern
Norway is likely to experience the greatest changes in annual mean temperature, where the median
warming estimates varies between 2-6°C by the end of the century (Hanssen-Bauer et al., 20173g)).

Norway has so far proven to be relatively climate resilient. According to the Global Climate Risk Index 2020
(Eckstein et al., 201910)), Norway was among the least climate-vulnerable countries in terms of fatalities,
material damage and related economic losses (ranked 94 in 2018). The country has developed early
warning systems drawing on various specialised agencies and monitoring programmes. It has good
capacity to adapt to climate-related hazards and natural disasters.

The government facilitates knowledge sharing to make society less vulnerable to climate change via an
online platform (Klimatilpasning.no) targeting municipalities. Adaptation is an integral part of municipal
responsibilities. Local authorities can draw on planning guidelines aimed at improving coherence in the
application of instruments in local adaptation work. KLIMAFORSK, a ten-year climate programme of the
Research Council of Norway, aims to raise knowledge and awareness of climate change. Norway also
contributes to the EU-wide knowledge-sharing platform Climate-ADAPT and to the implementation of the
EU Strategy on Adaptation to Climate Change.
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1.4. Institutions, regulation and compliance

1.4.1. Institutional framework

Norway is a unitary state with an administrative structure composed of three levels: national (central
government), regional (counties) and local (municipalities) (Figure 1.18). Municipalities and county
authorities have the same administrative status. The central government supervises municipal and county
administrations. The county governor is the main representative of the central government in charge of
supervising local authorities. Governors can also receive appeals against many municipal decisions. This
makes governors an important link between local and national levels.

All decisions on environment-related legislation and taxation are made by the 169-seat unicameral
Parliament (Storting), which is elected every four years. The Norwegian government is responsible to
Parliament. Reports on the state of the environment are included in the annual state budget for the Ministry
of Climate and Environment. The Sami Parliament (Sametinget) promotes the language and the interests
of the Sami population.

Local authorities are responsible for most aspects of environmental management. Municipalities manage
local pollution control, while county governors and the Norwegian Environment Agency control pollution at
the regional and national levels, under the guidance of the Ministry of Climate and Environment. Academics
and advisory bodies are closely involved in policy formulation. The short distance between research and
policy-making bodies is a clear asset of the Norwegian system. Policy making is transparent and public
consultations are conducted for all draft laws. Norwegian citizens place a high level of trust in public
institutions and the judiciary system in particular. Norway reported the second highest confidence in
national government among OECD members in 2020 (83%, compared to 68% in 2006) (OECD, 202141)).

With about 700 000 inhabitants, the capital city of Oslo is the largest municipality and also has the status
of a county. Oslo has a dedicated climate strategy along with comprehensive plans for land use, housing
and transportation for the whole Oslo area (City of Oslo, 2020p2)). However, only ten municipalities have
more than 50 000 inhabitants and most have fewer than 5 000.

The government initiated a major reform in 2014 to strengthen local democracy by transferring power and
responsibility to larger, more robust municipalities and regions. The reforms aim to secure professional
welfare services throughout the country, develop sustainable entities and advance local planning. In 2017,
the government decided to reduce the number of counties from 19 to 11 and encouraged municipalities to
merge voluntarily. In line with the European trend of municipal amalgamation, the number of Norwegian
municipalities has progressively decreased since the early 1960s. As of 2020, Norway is divided into
11 counties and 356 municipalities (down from 428). The mergers created six new counties. With more
than 1.2 million inhabitants, the new county of Viken is the most populous, accounting for nearly a quarter
of total population. Some county mergers have been controversial, but counties may be able to undo them.

Norway needs to capitalise on existing spatial development dynamics. This can help improve the quality
of public services and promote balanced regional development. While mergers provide opportunities for
efficiency gains, they also need to make sense for people and maximise societal well-being. Building trust
and improving well-being are both critical prerequisites to gain social acceptance for territorial reforms.
Cost-benefit analysis and ex post evaluations of recent mergers could help better understand short- and
long-term impacts and inform a healthy public debate about the future.
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National government and horizontal co-ordination

Norway was among the first countries to establish a Ministry of Environment in 1972 (renamed the Ministry
of Climate and Environment in 2014). Over time, it has developed an extensive framework for
environmental policy. The ministry initiates, develops, implements and monitors measures to protect the
environment. It also seeks to mainstream green policies and influence sectoral ministries. In addition, it
co-ordinates the government’'s environmental policy objectives. Its core tasks include formulating
government policies; preparing white papers, national plans and guidelines; and issuing regulations. A
large number of decentralised advisory bodies and implementation agencies support its work (Box 1.2).

Many sectors contribute to achieving Norway’s environmental objectives by incorporating environmental
concerns and measures. The Ministry of Petroleum and Energy manages energy resources (oil, gas,
hydropower and renewables), while the Ministry of Transport implements sustainable mobility policies. For
its part, the Ministry of Agriculture and Food is responsible for sustainable agriculture and forest
management. The Ministry of Local Government and Regional Development oversees many management
tasks under the Planning and Building Act and has shared responsibility for EIAs. It also co-ordinates the
government’s work on sustainable development.

Decision making in Norway is strongly consensus-oriented, benefiting from close ministerial co-operation.
The country also uses extensive informal co-ordination between cabinet and parliamentary committees
and party organisations, which further smooths the decision-making process. A line ministry usually leads
on a specific process and co-ordinates with other relevant ministries and stakeholders. If other ministries
agree, the government can move forward with a new law, white paper or guidelines. In case of
disagreement, a consensus is built in cabinet meetings. The recent transfer of some agencies to the
Ministry of Climate and Environment reflects Norway’s commitment to bring stronger attention to climate
and environmental issues (Box 1.2).
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Box 1.2. Norway’s specialised environmental-focused bodies

Enova

The Trondheim-based state-owned enterprise helps reduce GHG emissions and develop new energy and climate
technology. In 2018, the responsibility for Enova was transferred from the Ministry of Petroleum and Energy to the
Ministry of Climate and Environment. This reflects Enova's growing importance as a climate instrument and favours
a more holistic approach to climate policy development.

Norwegian Environment Agency

The Norwegian Environment Agency plays a key role in ensuring implementation of environmental policies,
managing nature and preventing pollution. It serves as Norway’s regulatory authority, conducts inspections,
monitors the state of the environment and advises the ministry on key environmental challenges. It was created in
2013, following a merger of the former Climate and Pollution Agency and the Norwegian Directorate for Nature
Management, and is professionally independent. The Norwegian Nature Inspectorate (SNO) is part of the agency.

Norwegian Biodiversity Information Centre

The Norwegian Biodiversity Information Centre develops and spreads knowledge on biodiversity. Work draws on
close co-operation with the scientific community, as well as with policy makers, managers and other data users.

The Norwegian Meteorological Institute (MET Norway)

Created in 1866, MET Norway is Norway’s oldest environmental institute. It provides weather forecasts, climate
monitoring, emergency preparedness and research in meteorology, oceanography and climatology. In 2018, MET
Norway was transferred from the Ministry of Education and Research to the Ministry of Climate and Environment.

Norwegian Polar Institute (NPI)

Established in 1948, the Norwegian Polar Research Institute is a directorate under the Ministry of Climate and
Environment that focuses on environmental management needs in the Arctic and Antarctic. It is in charge of
scientific research, mapping and environmental monitoring of the polar regions, and operates research stations in
Svalbard and in the Antarctic.

Directorate for Cultural Heritage and Norwegian Cultural Heritage Fund

The directorate acts as the advisory and executive body of the Ministry of Climate and Environment for the
management of the cultural environment. As of 2020, counties are in charge of most management tasks in the
cultural environment area. The Norwegian Cultural Heritage Fund is a subordinate agency of the Department of
Cultural Heritage.

Svalbard Environmental Protection Fund

The fund’s resources initiate promising projects to conserve and protect the rich natural environment and cultural
heritage on the Svalbard islands in line with the Act on Protection of the Environment in Svalbard.

Norwegian Centre against Marine Litter

The centre was established in 2018 as a subordinate agency of the Ministry of Transport, known as Norwegian
Centre for Oil Spill Preparedness and Marine Environment. From January 2022, it became a government agency
under the Ministry of Climate and Environment. It is located in northern Norway on Lofoten Island. As of 2022, it
will provide, among others, expertise on marine litter prevention and management, and will co-ordinate and provide
financial support for clean-up activities.

Source: Country submission.
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Local government and vertical co-ordination

Norway applies the subsidiary principle to perform tasks at the lowest effective level. A general trend
towards decentralisation has been observed over the past decades. Norway has emphasised local
democracy, acknowledging that challenges and opportunities vary from place to place. It has highlighted
the value of locally tailored solutions in the context of great geographic dispersion.

Every four years, the central government sets national expectations regarding regional and municipal
planning with a view to promoting sustainable development throughout the country. The 2019-23 national
expectations document (Ministry of Local Government and Modernisation, 201943]) provides an overview
of the relevant central government planning guidelines to support county and municipal planning
(Section 2.5).

Counties are mainly responsible for regional development policies, secondary education, regional roads
and environmental issues, including those related to the cultural environment. The county municipality,
governed by a council, is the democratically elected body for the region. Responsibilities of county
municipalities are largely defined by government rules and regulations. Recently, they took over all tasks
related to secured outdoor recreation areas in order to pool resources and promote more efficient and
predictable management. The new government intends to further strengthen their role as a community
developer.

Municipalities provide a large number of welfare services and are responsible for most aspects of
environmental management. They also increasingly participate in the management of protected areas and
play an important role in reaching Norway’s ambitious climate goals. Some municipalities have a dedicated
environment officer.

Despite large differences in geography, area and population size, municipalities have the same rights and
responsibilities. Smaller municipalities often have limited capacity and face many challenges to fulfil all
required functions. Differences in implementation capacity, the influence of local interests and greater
institutional autonomy have led to uneven application of environmental regulations and national guidelines.
Limited local capacity has also contributed to developing increased inter-municipality co-operation,
particularly on waste management. However, it is crucial to further strengthen the capacity of small
municipalities, especially in remote areas. They often face trade-offs between economic, social and
environmental objectives. Norway could benefit from stronger inter-municipal learning to share expertise
and good practices.

Figure 1.18. Local authorities are responsible for most aspects of environmental management
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Note: Image adjusted from the Norwegian Agency for Local Governments (KBN).
Source: Country submission.
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1.4.2. Regulatory framework for environmental management

As a member of the EEA, Norway applies many environment-relevant EU directives (e.g. the WFD,
EU Waste Framework, EU air quality directives, chemicals regulations). On climate action, Norway has
been part of the EU ETS since 2008. In 2019, Norway, Iceland and the European Union agreed to
strengthen their co-operation to fulfil the 2030 climate target. Norway committed to applying the Effort
Sharing Regulation and the LULUCF Regulation in 2021-30. Substantial parts of legislative proposals
related to the European Green Deal will fall within the scope of the EEA Agreement. Norway has also
developed its own national regulatory frameworks in areas outside the scope of the EEA (e.g. for
agriculture, fisheries, biodiversity).

Environmental assessment

Norway has more than 30 years of experience with environmental assessments. EIAs — a vital tool for
integrating environmental concerns into project approval — have contributed to an orderly planning process
and strengthened public engagement in Norway. Planning is further supported by strategic environmental
assessment (SEA), which focuses on potentially significant environmental impact of proposed plans,
programmes or policies.

Norway incorporated EU directives of 2014 on EIA and SEA into its legal system in 2017. The country’s
environmental assessment system has three separate processes: one for land-based projects, one for
maritime projects and a dedicated process for projects on Svalbard.® An EIA decision is mandatory for all
category 1 operations (major industrial and infrastructure projects); without a validated EIA, no permit can
be issued. For facilities with lower environmental impacts, permits are sometimes granted without an EIA.
The Norwegian Environment Agency maintains a dedicated web portal that offers guidance and examples
of good practices on EIA and SEA.

Since 2013, the Ministry of Climate and Environment and the Ministry of Local Government and
Modernisation have shared responsibility for environmental assessments. These processes are primarily
integrated into the ordinary procedure for land-use planning and applications for licences and permits. The
Norwegian system applies an integrated approach involving “competent authorities” — either the relevant
municipality or a sectoral authority. For example, road authorities take decisions on major road transport
infrastructure; energy authorities examine energy-related projects. The competent local, regional or
sectoral authority makes the final decision, which interested parties can challenge in court.

While environmental assessments are conducted at national level for major projects (e.g. national
infrastructure, renewable energy projects), local municipalities are responsible for EIA in most cases. The
local authority may be both the applicant and the competent authority. This double role creates a potential
conflict of interest, particularly in smaller municipalities, as there is no independent authority in the approval
process. The local authority is required to act objectively and the “two roles shall as far as possible be kept
administratively separate” (Ministry of Climate and Environment, 2017144)). In practice, however, local
interests may sometimes lead to sub-optimal decisions as regards environmental outcomes: EIAs may
address only direct and immediate on-site effects. Limited local capacity can also undermine the quality of
the EIA process. Every municipality should benefit from the expertise of a dedicated environmental officer.
More room should be given to independent, critical, interdisciplinary voices in local decision-making
processes.
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Box 1.3. Improving environmental impact assessment in the Arctic region

The Arctic region is characterised by sparse population, unique biodiversity, fragile ecosystems and
slow flora and fauna recovery rates from disturbance. The Norwegian Arctic is home to close to half
a million people. On average, about 10% of the population is indigenous. The Arctic EIA project —
involving members of the Arctic Council* — gathered examples of good practices from across the Arctic.
Findings are presented in a report that identified three broad areas for improvement: i) meaningful
engagement; ii) use of different types of knowledge - indigenous, local and scientific; and
iii) transboundary environmental impacts. Public participation in the early planning phase is a key
feature of the EIA process. It is especially relevant for the fragile Arctic areas where impact assessments
must be better informed by people with knowledge and expertise of local livelihoods. This can be a
lengthy process and requires a lot of flexibility. The report recommends building a relationship and trust
among the affected communities at the earliest possible stage. Competent authorities “need to talk to
scientists and locals at the same time — not scientists first and locals after” (SDWG, 2019us]). Some
members of the Sami Reindeer Herders’ Association of Norway suspect consultation processes are
undermined by asymmetric information, unequal negotiation power and lack of transparency. Investors
might be tempted to strike a deal with locals that may neither benefit all members of affected
communities nor allow protection of biodiversity and fragile ecosystems. Promoting effective and
meaningful engagement and incorporating indigenous knowledge remains a common challenge in the
Arctic region. The report stresses that dialogue has to be seen to help find better solutions and more
strongly influence project design at an early stage. This requires continuous dialogue, beyond one-off
consultations. As in other countries, EIAs need to better inform the project design and decision-making
process; the engagement needs to be pursued throughout the mitigation and monitoring phases. The
follow-up component is nearly always missing.

Note: *Canada, Denmark, Finland, Iceland, Norway, the Russian Federation, Sweden and the United States.
Source: (Arctic Council, Sustainable Development Working Group, 20194s)).

Environmental permitting and licensing

Environmental permitting is a key instrument for reducing industry’s environmental impacts while also
promoting technological innovation. Norway has integrated environmental permits. Applications for
pollution control permits for businesses must be submitted to the Norwegian Environment Agency or to the
environmental department of the pertinent county governor, depending on risk and the scale of projected
environmental impacts. The Norwegian pollution control system has a high degree of transparency. Within
the Pollution Release and Transfer Register (Norwegian Environment Agency, 2021p7), all permits,
inspection and annual compliance reports are available on line. The website provides access to permitting
and inspection information accompanied with data visualisation tools on reported emission and
plant-specific information such as production outputs. This helps users visualise the plant’s impact on the
environment. The European Environmental Bureau commended Norway for “offering citizens industrial
pollution permitting information of a high standard and in a user-friendly manner” (EEB, 20174g;). Norway’s
information sharing system on industrial pollution ranked the best in Europe (EEB, 20174g)).

1.4.3. Compliance assurance

Norway has a solid compliance assurance system using a combination of compliance promotion,
monitoring and enforcement. The Norwegian Environment Agency and the respective county governors,
who conduct inspections, have a joint compliance monitoring strategy for 2016-20 and share a corporate
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database of inspection results across all sectors. The strategy aims to ensure quick and strict follow-up on
serious breaches of regulations; uniform practices through good routines, tools and clear job descriptions;
and better and faster communication on inspection results.

Compliance monitoring and promotion

In line with international trends, Norway uses risk-based targeting of compliance monitoring. This approach
means that high-risk installations with major environmental impacts and installations with risk for
non-compliance are inspected more often. The frequency depends on various factors (emission levels,
results from previous inspections and audits, recidivism, etc.). As a consequence, non-compliance
detection is higher and does not necessarily represent the general compliance behaviour in the regulated
community. In addition, approximately 30% of site inspections are conducted without prior notice. The
threat of unannounced site visits has a dissuasive effect and encourages businesses to take steps to
ensure compliance throughout the year.

Between 2015-20, Norway conducted about 5 500 inspections of land-based industry; offshore petroleum
industry; products and chemicals; regulated species; and various municipal activities. Compliance
monitoring also includes desk verification of self-monitoring reports and online checks of products.
E-commerce non-compliance is particularly high and requires continued attention.® There are fewer
inspections than a decade ago (about 2 000 inspections per year) but still more than in the 1990s (about
275 inspections per year) (OECD, 2011271). Due to mobility restrictions related to COVID-19, the number
of inspections decreased in 2020 (Table 1.2). Businesses fully cover the costs related to the preparation,
implementation and follow-up of inspections. Standard rates are specified in the Pollution Control Act.

Table 1.2. Inspections conducted by the Norwegian Environment Agency and at county level

Number of inspections 2015 2016 2017 2018 2019 2020
Inspections conducted at county level 660 705 491 697 683 410
Inspections conducted by the Norwegian Environment Agency 288 285 392 366 284 250
Total number of inspections 948 990 883 1063 967 660
Inspections with non-compliance* 840 856 718 876 834 561

Note: The number of inspections does not include audits, other control measures or emergency inspections.
*About two-thirds of breaches are related to weaknesses of self-monitoring systems.
Source: Country submission.

Norway has a high rate of non-compliance (60-70% of the checks, including 10% of serious violations).
About two-thirds of breaches are related to weaknesses of self-monitoring systems. The high
non-compliance rate confirms the quality of Norway’s monitoring system and its capacity to detect
violations. However, it also underlines a need for stronger compliance monitoring. Moreover, Norway’s
inspection results need to be interpreted in light of more in-depth compliance monitoring. Such monitoring
checks the performance of company-internal environmental management systems whose elements are
mandated by law. This makes the Norwegian system unique in the OECD area. The requirements are
challenging for smaller companies; many have not sufficiently invested to meet them. They still lack routine
checks and knowledge about safety standards and environmental requirements, including for chemical
management for imported products. This underlines the importance of inspection campaigns and
compliance promotion, which need to be pursued.

Compliance promotion is critical for closing the implementation gap. While the Norwegian Environment
Agency primarily monitors compliance, it also publishes various guidelines and provides advice. Inspection
activities also contributed to improving the enterprises' knowledge on regulations and compliance. The

OECD ENVIRONMENTAL PERFORMANCE REVIEWS: NORWAY 2022 © OECD 2022



72 |

impact of these activities could be more systematically monitored, beyond the annual reporting of the
Norwegian Environment Agency.

Enforcement

Enforcement authorities usually give the offender time to correct the violation before considering sanctions.
Administrative penalties are applied in only 2% of inspected cases. Depending on what is considered to
be most effective, a combination of administrative and criminal sanctions may be applied. Norway is one
of the few OECD countries using coercive fines. This means the fine is only payable if the operator fails to
implement prescribed corrective action in a mandated timeframe. This has proven to be an effective
enforcement instrument. Over 2016-20, on average, only about 10% of fines need to be paid (13 out of
130 fine notifications); in 90% of cases, operators complied in time.

The government intends to sharpen focus on crime prevention. New measures have been proposed to
strengthen criminal prosecution through better review practices, higher penalties, increased use of
confiscation and digital solutions. Severe violations are subject to criminal sanctions, including
imprisonment. They are handled by the police districts and @kokrim, Norway's specialised agency for
combating economic and environmental crime. Established in 1989, @kokrim is being reformed to remove
organisational silos and make it more flexible and reactive. It will also have a stronger focus on crime
prevention. New measures are also put forward in a white paper (Ministry of Climate and Environment,
2019p9), which aims at strengthening criminal prosecution through better review practices, higher
penalties, increased use of confiscation and digital solutions.

1.5. Environment-related taxes and fossil fuel support

1.5.1. Greening the tax system

Like other Scandinavian countries, Norway is a high tax country with a broad tax base, which allows it to
finance its broad social safety net with universal health care and higher education. Norway has a high
tax-to-GDP ratio of 38.6% in 2020 and a high value-added tax (VAT) rate of 25% (OECD, 2021s0)).

Norway is a pioneer in using economic instruments for environmental protection to encourage innovation
and internalise some of the environmental costs of harmful activities in line with the polluter-pays principle.
It was among the first countries to introduce a carbon tax in 1991. Since then, the country has introduced
many other environment-related taxes in response to recommendations from green tax commissions and
inter-departmental working groups. All per-unit rates of excise duties are adjusted annually in line with
estimated inflation, reflecting good practices to maintain their incentive function and revenue. Relevant
ministries help design taxes within the annual budget proposals.

According to preliminary 2020 data, the government collected environmental tax revenue of
NOK 67.5 billion (USD 7.2 billion), representing 2% of GDP and 5.1% of total government revenue from
taxes and social contributions (TSC) (Figure 1.19). This is relatively low compared to the OECD Europe
average because of the high weight of other sources of tax revenue, as well as to the environmental tax
incentives for EV uptake. However, if environmental taxes work as intended, environmental tax revenue
as a share of GDP (and total taxes) should decrease and gradually approach zero. In Norway's case,
environmental taxes contributed effectively to reducing environmentally harmful activities. This success,
however, undermined the tax base, as illustrated in the example of forgone tax revenues in relation to EVs
(Section 1.5.3). As in other OECD countries, energy-related taxes, including taxes on road transport
energy, make up the bulk of environment-related taxes (65%), followed by transport taxes (30%); only a
small portion comes from waste and other pollution and resource taxes (5%).
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Figure 1.19. Norway’s share of green taxes has declined, due to a shrinking transport tax base

Environment-related tax revenue by tax base, 2005-20
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Source: OECD (2022), “Environmental policy instruments”, OECD Environment Statistics (database); Statistics Norway (2022), “Environmental
taxes — 10645", StatBank (database).
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The share of green taxes in Norway’s TSC declined over the past decade from 6.7% in 2005 to 5.1% in
2020 (Figure 1.19). However, a closer look at the breakdown of environmental tax revenue reveals that
energy and pollution-related taxes have both increased since 2005. In contrast, transport-related taxes
declined slowly from about 50% in 2005 to 42% in 2016, and then recorded a sharp drop reaching about
30% in 2020. This reflects forgone tax revenues in relation to Norway’s generous tax incentives for EVs
(Table 1.3). While policy measures triggered a strong increase in the purchase of EVs, the related tax
revenue losses represented close to a third of environmental tax revenue (Section 1.5.3).

1.5.2. Carbon pricing and taxes on energy use

Norway applies a series of taxes on GHG emissions and energy use. The former include a CO: tax on
mineral products, a tax on CO2 emissions from petroleum activities on the continental shelf and taxes for
other GHG emissions (e.g. hydrofluorocarbons and perfluorocarbons).” Energy taxes include excise taxes
on engine fuel, a base tax on mineral oil, a tax on lubricating oil and an electricity tax. In addition, Norway
has fully taken part in the EU ETS since 2008 and intends to align with EU measures for the non-ETS
sector, with sometimes more stringent targets.® According to national assessments, CO2 taxes and
emissions trading cover approximately 85% of national GHG emissions, including offshore production.

Norway’s nominal carbon tax rate is among the highest in Europe (NOK 766 [about USD 89]/tonne of
CO2-eq as of 2022) covering 83% of national emissions. Figure 1.20 provides an overview of how energy
and carbon taxes apply across the economy. Effective tax rates are high compared to other European
OECD countries, especially outside the road transport sector.

Norway ranks among the top OECD countries in carbon pricing. In 2018, it was ranked third on the OECD
Carbon Pricing Score based largely on three factors. It has a highly decarbonised electricity supply. It also
charges significant taxes on fossil fuels in the residential and commercial sector. Finally, it double taxes
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emissions from petroleum extraction and aviation via a national carbon tax and the EU ETS (OECD,
202151)).

Nevertheless, it should pursue efforts to ensure uniform application of the carbon tax across all sectors.
The recent abolishment of several exemptions in the maritime sector, notably the introduction of a CO2 tax
on diesel used in coastal fisheries and antique vessels and machinery, heads in the right direction. Norway
has also introduced a carbon tax on waste incineration and abolished the exemption for the use of natural
gas and liquefied petroleum gas (LPG) in the greenhouse industry in 2022. Norway needs to pursue efforts
to remove inappropriate exemptions in environmentally related taxes and harmful subsidies.

Figure 1.20. Norway applies a nominal carbon tax rate of NOK 766 to over 80% of national
emissions
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Source: Country submission.

StatLink Si=r https://stat.link/eljr7u

Norway’s Climate Action Plan 2021-30 proposes to gradually raise the carbon tax on non-ETS emissions
from NOK 590 per tonne of CO2-eq in 2021 to NOK 2 000 by 2030 (from USD 69 to USD 234). The precise
arrangements to operationalise the required tax shift will be part of a negotiation process and are expected
to be approved by Parliament within its annual budget cycle. A first step was taken in 2022, when the
general tax rate on non-ETS emissions was increased by 28% (in real value). By 2030, the scheduled
increase in carbon prices is expected to reduce emissions by an estimated 8 million tonnes of CO:z-eq.
Norway’s gradual carbon tax increase would provide a long-term perspective on carbon pricing and a
strong price signal to encourage increased investments in renewable energy and low-carbon technologies.

Social equity concerns have gained prominence in the public debate. The 2022 budget shields motorists
from large parts of the tax increase through reductions in the motor insurance tax and road usage tax.®
This general measure may be easy to administer as it applies to all road users across the country in the
same way. However, it weakens the intended carbon-price signal and the incentives to reduce driving and
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moving to low-carbon transport alternatives. It would make sense to analyse the social and distributional
consequences of the proposed COz: tax increase. Subsequently, Norway should develop more targeted
and time-bound transitional support for vulnerable groups and regions.

Excise taxes on fossil fuels

Norway applies excise taxes on petrol, diesel, bioethanol, biodiesel, natural gas and LPG. Tax rates vary
depending on sulphur content and other criteria. Any biogas contained in natural gas or LPG is exempted
from taxation. The retail fuel prices per litre rank among the world’s most expensive prices. While the
COq-tax rate (NOK 766 per tonne of COz2) is the same across all fossil fuels for road transport, Norway’s
road usage tax rate on petrol is higher than the rate applied to other fuels, measured in NOK per litre.°
Norway standardises the different tax rates for biofuels, diesel and petrol based on the energy content to
estimate how much car usage can be gained from one litre of fuel and to measure related externalities.
The lower rate for diesel can be partially justified by the lower energy content in diesel. However, diesel
engines emit higher levels of local air pollutants than petrol engines, and the road usage tax primarily
intends to price externalities related to road transport. The share of diesel vehicles in new car sales has
declined sharply, but diesel vehicles still represent 45% of Norway’s passenger car fleet (Figure 1.25).
There are trade-offs between environmental goals and distributional impacts, which are part of the political
debate.

Biofuel quotas

Norway has put in place a progressive biofuel policy over the past decade. The mandatory quota for
biofuels, introduced in 2009, has been progressively increased. As of January 2021, economic operations
must sell at least 24.5% biofuels as a share of the total annual amount of fuel sold for road transport,
including double counting of advanced biofuels (minimum of 9% within this quota). The Climate Action
Plan 2021-30 proposes to further strengthen incentives to choose biofuels. However, biofuel production
can also have negative impacts on global food security with limited reductions of CO2 emissions. Most of
the biofuel used in Norway is imported, also generating transport-related emissions. The use of palm
oil-based biofuels, associated with high deforestation, has been reduced since 2017. Crop-based biofuels
have been restricted.

Off-road

Fuels used in maritime transport and fisheries were for a long time exempted from the excise tax or
benefited from reduced rates. This policy did not encourage any efficiency gains. Several exemptions have
therefore been abolished. For example, the CO:2 tax now applies to all fossil fuels used in domestic waters.
Norway should continue to remove harmful subsidies and inappropriate exemptions from
environment-related taxes. An analysis of possible negative effects of subsidies on biodiversity
(Aichi Target 3) is underway. Green solutions have become more competitive thanks to economic
instruments like the carbon tax, a lower electricity tax rate for commercial vessels and environment-related
differentiation of port fees. Similarly, a higher carbon price provides incentives for the aquaculture industry
to develop and deploy low- and zero-emission solutions.

Norway applies excise taxes on jet fuel to domestic aviation (NOK 1.51 per litre). International aviation to
destinations outside the EEA is only taxed with a passenger tax (USD 9 on flights to European destinations
and USD 24 for intercontinental flights). However, domestic aviation is taxed multiple times through a
national carbon tax, carbon pricing within the EU ETS and a passenger tax of about USD 9 (temporarily
suspended from 2020 to July 2022 due to the COVID-19 pandemic). Double taxation under the EU ETS
will not help reduce European-wide CO: emissions significantly. However, higher flight prices can
contribute to reducing domestic demand and make other more environmentally friendly options such as
rail more competitive. However, travel time is also a major factor that determines customer choices.
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Electricity tax

Norway’s tax on electricity consumption has a relatively limited impact on emission reduction since
electricity generation is almost exclusively based on renewable energy. The electricity consumption tax
can, however, encourage more efficient energy use and thus contribute to reducing total energy use. It
also contributes to raising tax revenues. Although Norway is an energy exporter, Norwegians have by far
the highest electricity bills in Europe, representing close to EUR 2 500 per year, compared to Sweden
(rank 2, EUR 1 800) and Finland (rank 4, EUR 1 500 (Eurostat, 2021s2;). Due to soaring electricity prices,
the government has announced plans to subsidise household electricity bills during the winter. Tax rate
cuts in the electricity tax for 2022 are estimated at NOK 2.9 billion (USD 337 million). However, most
industries and consumers in northern Norway already benefit from a reduced tax rate. Energy-intensive
industrial processes, the greenhouse industry and railways are also exempted.

1.5.3. Transport-related taxes and charges

Vehicle taxes

Vehicle taxation — including taxes on registration, ownership and usage of cars — is a key policy instrument
for encouraging the purchase of low-emission vehicles. This, in turn, helps reduce GHG emissions in the
transport sector. Norway levies several taxes on internal combustion vehicles, applying rates higher than
in most OECD countries. This is one of the measures that helped substantially reduce Norway’s average
CO2 emission levels from newly registered cars. Norway has already reached the EU target of
95 g CO2/km for 2020-24. In 2020, the average CO:2 emission level of new passenger cars was less than
50 g CO2/km (OFV, 202253)).

The taxation of vehicles and road usage has two main challenges. First, the tax does not largely apply to
zero-emission vehicles. Second, it does not reflect differences in externalities depending on where and
when the driving takes place. An introduction of a time- and place-based road use tax would allow for more
accurate pricing of various externalities and would thus be a welcome development (van Dender, 2019s4)).
The government started exploring a satellite-based, location and time-contingent, road usage charge
system. This would allow a more coherent vehicle tax system based on the actual use of vehicles and related
environmental costs.

The National Budget paper presented to Parliament in 2021 included a discussion of principles for a
sustainable car taxation system in Norway, in terms of both the environment and revenue. The government
emphasised that a sustainable vehicle taxation system must put a price on the negative external impacts
caused by use of all vehicles. A sustainable car tax system will also need to include taxes on vehicle
purchase and ownership, primarily for fiscal reasons. By outlining the principles above, which seem well
founded and balanced, the government intended to provide some predictability for households and car
importers. Norway should prioritise preparation of a place-based road-pricing system, covering all
passenger and light-duty vehicle categories, while considering the needs of people in remote areas.

Motor vehicle registration tax

Norway has a one-off tax on motor vehicle registrations, using environmentally differentiated rates since
2008. This major tax on the sale of new cars has greatly contributed to cleaning Norway’s vehicle fleet.
For passenger cars, the tax rate depends on the weight of the vehicle, as well as on its CO2 and NOx
emissions. Compared to other Scandinavian countries, the Norwegian fiscal regime has by far the
strongest CO2 abatement effect (Dstli et al., 202155)). EVs are fully exempt from the motor vehicle
registration tax. Consequently, fiscal revenues from the motor vehicle registration tax were halved within
the past five years and were estimated at NOK 8.5 billion (about USD 1 billion) in 2021 (Figure 1.21).
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Norway also applies a scrapping deposit fee as an integral part of the motor vehicle registration tax. The
measure aims to limit waste from end-of-life vehicles.

Commuting allowances

In 2022, Norway introduced a fixed rate of NOK 1.65 (USD 0.2) per kilometre. This was an increase from
the previous NOK 1.56 for up to 50 000 km and NOK 0.76 for over 50 000 km (Ministry of Finance,
2021341). The allowance benefits long-distance travelling, regardless of transport. The threshold amount
was reduced from NOK 23 900 (USD 2 780) to NOK 14 000 (USD 1 600) to compensate people with long
commutes. It does not include an environmental component as transportation is already taxed through the
COq-tax. It is unclear whether people in sparsely populated areas have on average a longer commuting
distance than people living in more centrally located areas. According to national statistics, there is no
clear correlation between driving distance and remote areas.

Support to zero-emission vehicles

In 2021, about two-thirds of new passenger vehicles sold were fully electric. Several factors have
contributed to this trend, including the exemption of zero-emission vehicles (ZEVs) from the registration
tax, VAT and motor fuel taxes, as well as at least a 50% reduction in road taxes, ferry and parking fees
(Table 1.3). These fiscal incentives contributed to shifting demand towards ZEVs (which are now cheaper
than petrol or diesel cars) and increasing the share of ZEVs in the car fleet. However, it has also strongly
reduced tax revenues. The tax expenditure from the VAT exemption reached NOK 11.3 billion
(USD 1.3 billion) in 2021. The overall advantage of EVs (fully battery electric and plug-in hybrid) was
estimated at NOK 30 billion (USD 3.5 billion) in 2021 (Figure 1.21). Revenue from car-related taxation is
declining.

Figure 1.21. Revenue from car-related taxation is declining
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Source: OECD (2022), OECD Economic Surveys: Norway 2022.
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As the EV market is maturing, it makes economic sense to reduce tax incentives gradually. As of 2021,
the government aligned the annual road tax rate for ZEVs with the amount for motorcycles (NOK 2 135 or

USD 248 per year). This rate represents 70% of the traffic insurance tax for petrol and diesel cars. Full
road traffic insurance tax for ZEVs will be introduced as of March 2022. The government coalition parties
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also announced plans to introduce VAT on the most expensive ZEVs (to be applied on the amount over
NOK 600 000 or USD 69 775). These are first steps towards sharing the financial burden of road
maintenance, infrastructure development and other externalities (congestion, noise, accidents). Other
measures may become necessary.

Table 1.3. Norway’s incentives for electric vehicles

Type of tax or fees Level Timeframe Estimated tax Estimated additional
expenditure (2021) value of incentives®
Registration tax Full exemption 1990 - current NOK 5.8 billion NOK 10.2 billion (2021)
25% VAT on purchase Full exemption 2001 - current NOK 11.3 billion
Road usage tax for ZEV n.a. n.a. NOK 1.1 billion (2021)
Company car tax Reduced fee 2000 - current NOK 340 million
Re-registration tax Full exemption 2018 - current NOK 300 million
Annual road tax Full exemption 1996 — 2020
(Traffic insurance tax) 30% reduction 2021 NOK 950 million
No exemption As of March 2022
Charges on toll roads For free 1997 - 2017 n.a. NOK 1.2 billion (2018)
50% discount min. 2018 - current
Charges on ferry fares For free 1997 - 2017 n.a. NOK 45 million (2019)
50% discount min. 2018 - current
Municipal parking For free 1999- 2017 n.a.
50% discount min. 2018 - current
Access to bus lanes For free 2005 - 2006 n.a.

Under certain conditions 2006 — current

Note: *The estimated tax expenditure does not include the full economic advantage given to low- and zero-emission vehicles. The tax system
has been adjusted over many years to promote the uptake of EVs. An average battery electric vehicle has several strong comparative
advantages over a conventional car and lower operational costs. The overall advantage is estimated at NOK 30 billion (USD 3.5 billion) in 2021
(nearly three times higher than the VAT-related tax expenditure).

Source: Country submission.

Road tolls with environmentally differentiated rates

Norway has a long history of toll roads for financing road and public transport development. All major cities
have established toll rings using environmentally differentiated rates to discourage urban traffic and reduce
related congestion problems. Toll revenue has been steadily increasing since 2010. Despite the COVID-19
pandemic and related mobility restrictions, Norway collected a record high of NOK 12.3 billion (about
USD 1.3 billion) from tolls in 2020 (Ministry of Transport, 2020s6)). Some tolls also include congestion
charges; they are powerful tools that can address many externalities from road transport more effectively
than fuel taxes (van Dender, 201954)).

In 2021, Norway counted 62 toll road projects, collecting tolls from 332 stations and 4 ferry connections. A
recent road toll reform simplified the price and discount schemes through an electronically managed
AutoPass; some tolls serve as congestion pricing. For example, the Oslo area has a combined congestion
charge and low-emission zone. The toll rate depends on the Euro standard and fuel type, as well as time
and distance. EVs no longer benefit from free access. The city of Oslo intends to transform the central
area into a zero-emissions zone (ZEZ). Bergen is planning to implement a pilot ZEZ in 2023. Both cities
also apply temporary driving bans for diesel-powered vehicles non-compliant with Euro 6 or increased
price schemes at times of high pollution.
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1.5.4. Taxes on pollution and resource use

As in other OECD countries, pollution and resource taxes play a minor role in generating
environment-related tax revenue in Norway. The country applies a tax on plant protection products, which
is area-based and differentiated according to the health and environmental risks related to the product.
There are seven different tax classes. The environmental tax has helped reduce the use of plant protection
products with the highest risks over the years. While products with the highest risks have been used less,
pesticides in lower risk categories have been used more.

Norway also applies various waste taxes. It introduced its first beverage packaging plastic tax, for example,
as early as the 1970s. Since 1994, it has applied two separate taxes on beverage containers. A basic tax
is imposed for single-use containers, while a variable tax depends on packaging return rates. The bottle
deposit system is successful, but beverage bottles represent less than 10% of Norway’s plastic waste. A
plastic bag levy has also been in place since 2017 (Box 1.4).

In 2022, the government introduced a tax on CO2 emissions from waste incinerators. Given that
incinerators are high carbon emitters, the tax could help decarbonise the waste sector. It would be useful
to extend the tax to cover air pollutant emissions. When Norway introduced such a tax more than a decade
ago, tax rates were set according to estimates of the social costs caused by a large range of pollutants
(OECD, 200457)). The tax was cancelled in 2010 due to the financial difficulties of some incinerator
operators caused, in part, because Sweden abolished its tax on waste incineration the same year. A
reintroduction of a more comprehensive emission tax on waste incinerators could be a welcome extension
of the CO2 emission tax.

Better use of taxation and other economic instruments could help Norway make faster progress towards a
more resource-efficient, circular economy. Many waste reduction schemes are handled through voluntary
agreements with industry, which do not always reflect the full cost of waste to society. Norwegian
municipalities made only limited progress in differentiating waste collection fees according to the amount
of waste generated (OECD, 2019s81). Norway has many opportunities to strengthen regulatory frameworks
and provide stronger incentives to change business models. According to the “Achieving Circularity” report,
“(i)tis not the lack of technical solutions that is preventing a zero-waste circular plastic economy in Norway,
but rather insufficiently ambitious regulatory frameworks, business models, incentives, and funding
mechanisms” (Systemiq and Norwegian Retailers’ Environment Fund, 2021s9)).
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Box 1.4. Norway’s plastic bag levy needs to be increased

In 2017, the Norwegian retailers’ trade association introduced a voluntary levy for plastic bags. Income
from bag sales goes to the Norwegian Retailers’ Environmental Fund, which promotes behavioural
changes to reduce plastic pollution. A fee of NOK 1 per bag is earmarked for the fund. More than 85%
of retailers adhere to the scheme. The fund helped reduce the use of plastic carrier bags by 16%
between 2016 and 2019 (Norwegian Retailers' Environment Fund, 2021s0;). However, changing eating
and consumption habits during the COVID-19 pandemic contributed to use of an additional 39 million
plastic carrier bags in 2020 compared to 2019. In 2020, Norwegians bought 782 million plastic carrier
bags, which corresponds on average to 146 plastic bags per person (Norwegian Retailers' Environment
Fund, 2021s01). Hang (2018s1]) analysed the average willingness to pay for plastic bags in Norway
(estimated at NOK 2.66 or USD 0.3). The study concludes the price per plastic bag should reach at
least NOK 3.26 to induce a change in consumers’ shopping behaviour. Stronger measures will be
needed to put Norway back on track to achieving the EU target (which Norway shares under the EEA
Agreement) of using 40 lightweight plastic carrier bags per person per year by 2025. A downstream tax,
applied to the end user, proved to be successful in Ireland, which allowed the country to reduce use of
plastic bags by 94% (OECD, 202162)).

1.5.5. Fossil fuel support

For more than a decade, many OECD countries have prioritised phasing out inefficient fossil fuel support
(Box 1.5). They also committed to phasing out environmentally harmful subsidies by 2020 under the
Aichi Targets of the UN Convention on Biological Diversity. The Glasgow Agreement at the COP26 in 2021
called upon parties to accelerate efforts towards a phase-out of inefficient fossil fuel subsidies. However,
there is still a gap between official declarations and actual support. It is difficult to measure and compare
progress among countries without an internationally agreed definition of environmentally harmful subsidies,
including fossil fuel subsidies. Norway does not have a national inventory of fossil fuel subsidies and other
environmentally harmful or potentially harmful subsidies (Box 1.6).

Norway'’s fossil fuel support, both forgone tax revenue and direct budgetary transfers, declined over the
past decade (Figure 1.22). This decline was thanks to the gradual phase-out of several energy and carbon
tax exemptions and reduced consumption of transport fuels with the uptake of EVs (Figure 1.22). Total
fossil fuel support represents about 0.2% of tax revenue. In 2020, support for fossil fuels was estimated at
USD 328 million (USD 60 per capita) (OECD/IISD, 2021s3)). The lion’s share (84%) supported petroleum
and the rest natural gas (16%). Norway does not provide any fossil fuel support for end-use electricity. Its
electricity comes from 98% renewable energy sources. Consequently, the recently announced government
subsidy to help households reduce their electricity bills during the winter will not include any fossil fuel
subsidies.
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Figure 1.22. Norway'’s fossil support declined over the past decade

Composition of fossil fuel support, 2010-20
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Note: PSE = Producer Support Estimate; CSE = Consumer Support Estimate; GSSE: General Services Support Estimate; fossil fuel subsidy
data may be partial. Tax expenditure is an estimate of revenue forgone because the tax system reduces or postpones tax relative to a
jurisdiction's benchmark tax system (to the benefit of fossil fuels). Hence, i) tax expenditure estimates could increase due either to greater
concessions relative to the benchmark treatment, or to a raise in the benchmark itself; i) international comparisons of tax expenditure could be
misleading, due to country-specific benchmark tax treatments. Definitions of tax expenditure, and the benchmarks used to estimate the size of
expenditure, are nationally determined and may hamper international comparisons. The OECD uses a bottom-up method of estimating
government support to fossil fuels by identifying and quantifying individual policy measures. This approach measures fossil fuel support as all
direct budgetary transfers and tax expenditures (tax reductions, preferential treatment for cost recovery) that provide a benefit or preference for
fossil fuel production or consumption.

Source: OECD (2021), “Fossil Fuel Support”, OECD Environmental Indicators (database).

StatLink Sz https:/stat.link/8bndea

Most support measures are related to fiscal taxes (e.g. exemptions from the tax on mineral oil used for
domestic shipping and fishing and off-road agricultural vehicles). Norway reports on tax expenditures
diligently; debate is underway whether it makes sense to consider some of these expenditures as fossil
fuel subsidies. Norway should systematically screen actual or proposed subsidies, including tax provisions
to identify those that are not justified on economic, social and environmental grounds, and develop a plan
to phase out fossil fuel and other environmentally harmful support. The government should also strengthen
transparency by disclosing fossil fuel production and support plans in its commitments under the Paris
Agreement (SEl et al., 202117)).
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Box 1.5. Norway’s commitments to support national and international reform of fossil fuel
support

Norway does not have a national inventory of fossil fuel subsidies and other environmental harmful or
potentially harmful subsidies. Calculations of the SDG indicator 12.c.1"" on responsible consumption
and production measures fossil fuel subsidies as a share of GDP. In this context, direct transfers, price
support and tax benefits are considered subsidies. Indirect subsidies in the form of tax reductions often
have similar effects as direct transfers.

Like some other countries, Norway questions the use of tax expenditures as a measurement for fossil
fuel subsidies because it is complex to define the scope of a subsidy in a coherent manner. Tax
expenditures can have positive and negative environmental impacts. The OECD is working on a new
methodology to better consider the complex realities of fossil fuel support in different countries. National
and international reporting of fossil fuel subsidies needs to be further improved and harmonised to make
data better comparable.

At the international level, Norway has been supporting various global initiatives to phase out fossil fuel
support. The country is a member of the informal grouping of non-G20 countries,'? known as the
“Friends of Fossil-Fuel Subsidy Reform”. Established in 2010, the group organised many international
events focusing on the links between climate change, trade and sustainable development. On the fifth
anniversary of the Paris Agreement, the group issued a joint statement urging governments, businesses
and other organisations to accelerate action to eliminate fossil fuel subsidies through a focus on green
recovery (OECD/IEA, 202164)).

In a 2016 Joint Statement of the US-Nordic Leaders’ Summit, Norway committed to “promote access
to affordable, reliable, sustainable and modern energy for all by encouraging the reduction of fossil fuel
subsidies, promoting renewable energies and fuels, and enhancing energy efficiency”. More recently,
in November 2021, Norway joined a group of 15 countries of the World Trade Organization that
promotes “shared understanding” to achieve “effective disciplines on inefficient fossil fuels subsidies”
(WTO, 2021s5)). It notably called for a clear timeline to rationalise and phase out inefficient fossil fuel
subsidies that encourage wasteful consumption. The eighth EU Environment Action Programme of
December 2021 did not set deadlines. However, it confirmed a collective commitment “to phase out all
environmentally harmful subsidies, in particular fossil fuel subsidies, at Union, national, regional and
local level without delay”. Norway has not yet established quantified time-bound targets.

In response to the COVID-19 pandemic and the oil price drop in spring 2020, the government provided
massive support to rescue the petroleum industry and fast-track new projects on the Norwegian continental
shelf. The temporary changes to the petroleum tax are estimated to reduce tax revenues over time by
about NOK 10 billion (USD 1.2 billion), measured in NOK 2020 terms. In the short term, the tax revenue
loss is greater because the change entails a tax deferral. In 2020 and 2021, the accrued tax revenue loss
is estimated at NOK 74 billion (USD 8.6 billion) and NOK 57 billion (USD 6.6 billion), respectively
(Section 1.7.1). Tax concessions to the petroleum sector allow immediate tax deduction of all investment
in 2020 and 2021, as well as investment under new field development plans delivered by 2022 and
approved by the government before the end of 2023. In addition, companies benefit from an uplift deduction
of 24% of investment costs. The tax breaks did not change the headline tax rate of 78% that oil companies
pay on profits but rather increased deductions for new investments. This investment-friendly scheme is
expected to be applied until 2028. Taxable profits can thus be reduced for several years. This massive
push for Norway’s petroleum industry represents more than double the amount of the country’s fossil fuel
support over the past decade. If these measures persist beyond emergency packages related to
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COVID-19, they will become part of a structural policy landscape that needs to change to phase out fossil
fuel support.

Furthermore, it would be useful for Norway to engage in a self-review and/or peer review of inefficient fossil
fuel support. Such reviews, similar to the ones within the G20, could help identify scalable good practices.
In line with its international commitments, Norway should further reduce fossil fuel support and set
time-bound targets for such reductions.

1.6. Green investment and practices

1.6.1. National environmental protection expenditure

Like other Scandinavian countries, Norway has a high level of government spending, representing 58% of
GDP in 2020 compared to 41% in the OECD area (OECD, 2021p1;). Over the past decade, Norway heavily
increased public investment, which was mostly driven by expenditures in the transport sector. Public
investment reached 6.2% of national GDP, nearly twice as much as the OECD average (OECD, 202141)).
Norway also spent nearly twice as much on environmental protection as the OECD average (0.9% of
GDP), ranking above the Europe-27 average. Wastewater and waste management made up the bulk of
environmental protection spending (Figure 1.23).

Figure 1.23. Norway’s environmental protection expenditure is among the highest in Europe
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Source: Eurostat (2022), “General government expenditure by function (COFOG)’, (database).
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1.6.2. Investment in water infrastructure

As noted in the previous OECD EPR for Norway (OECD, 201127), the country’s ageing water supply and
wastewater infrastructure requires substantial upgrades. According to Norsk Vann estimates,
NOK 81 billion (USD 9.4 billion) and NOK 114 billion (USD 13.3 billion) will be required for drinking water
infrastructure and wastewater infrastructure, respectively, over the next two decades. The rate of

OECD ENVIRONMENTAL PERFORMANCE REVIEWS: NORWAY 2022 © OECD 2022


https://stat.link/374n95

84 |

improvement in infrastructure has been slow despite substantive investment. In 2020, only 0.7% of the
total water pipeline system has been renewed (Environment Norway, 202123)). Norway has invested by
far the largest share in infrastructure renewal in Europe: EUR 225 per inhabitant per year compared to
EUR 82 in other EU member states (five-year average) (EurEau, 2021s61). Norwegians also pay the largest
annual water bill per household (EUR 950 per year, 2017-19 average).

Water is mostly managed by local government departments with sometimes limited capacity. A recent
study analyses the potential for rationalisation in the water and wastewater sector, including proposals
on how municipalities could renew the pipe networks faster and in a cost-efficient manner. Drawing on key
findings, the Ministry of Local Government and Regional Development, the Ministry of Health and Care
Services and the Ministry of Climate and Environment work together to identify required action. In 2017,
Norway revised its national goals for water and health. It introduced a new drinking water regulation with
requirements for operation and maintenance of the drinking water pipe network. As of 2021, the central
government offers co-funding for municipalities and market operators to create stronger incentives for
upgrading water pipes. Norway could further strengthen incentives to encourage greater efficiency and
effectiveness of local service delivery.

1.6.3. Investment in sustainable transport

The government has set requirements for the use of zero- and low-emission technology and promotes
strong investment support schemes. A large amount of public investment in sustainable transport and a
climate-neutral and circular economy is channelled through Enova. Enova granted a total of NOK 3.7 billion
(USD 393 million) in 2020. In addition, funding provided by Enova triggered private investment estimated
at NOK 1.6 billion (USD 170 million) in 2020. Enova supports technology development and early market
introduction to decarbonise transport, including the road, maritime and air sectors.

Zero-emission vehicle adoption

Norway is a world leader in ZEV adoption and made good progress towards achieving its policy targets to
electrify its vehicle fleet (Table 1.4). The country has by far the largest share of ZEVs worldwide. In 2021,
Norway had some 470 000 ZEVs, the largest number in Europe and 16% of total stock. The market share
of newly registered ZEVs in 2021 was 64.5%; diesel and petrol engines represented 4% and 4.3%,
respectively. The impact of these changes on the overall composition of Norway’s vehicle fleet will take
time. Despite the sharp increase in the number of EVs, diesel and petrol cars still made up 45% and 34%
of Norway’s car fleet, respectively in 2020 (Figure 1.24). This downward trend was pursued in 2021 when
the share of diesel and petrol cars further dropped to 41% and 32%, respectively. The government should
place a stronger emphasis on phasing out older, more polluting cars to accelerate changes in the
composition of its vehicle fleet rather than encourage additional increases in passenger cars. According to
projections (Ministry of Climate and Environment, 20207]), the stock of ZEVs might reach 1.25 million by
2030 (compared to 225 000 without incentives). This represents 44.5% of the vehicle fleet. The full
greening of the car fleet will take more than a decade.
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Figure 1.24. Norway is on track to electrify its vehicle fleet
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Table 1.4. State of progress on selected policy targets of the National Transport Plan 2022-33

Policy target Year Status Comment

All new passenger cars and light vans 64.5% (2021) Ontrack  Norway is the world’s leader in terms of market

shall be zero-emission vehicles by 2025 share of EVs (16% in 2021).

All new city buses shall be zero-emission 22.6% (2020) Ontrack Proposal for a new regulation is undergoing

vehicles or use biogas by 2025 public consultation. The proposal suggests an
exception for city buses that operate with
biogas.

All new heavier vans, 75% of new long- Heavier vans: 3% (2020) ~ Inprogress = State aid is available through Enova.

distance buses and 50% of new lorries  Long-distance buses: 7.6% (2020)

shall be zero-emission vehicles by 2030 Lorries: 0.5% (2020)

Goods distribution in the biggest city n.a. In progress ~ Some distribution hubs with zero emissions

centres shall take place with virtually
zero emissions by 2030

have been established with support from
Enova; for example, the Oslo City Hub.

Source: Country submission.

Norway’s success in promoting EVs has mainly been driven by generous tax incentives (Table 1.3). It was
also boosted through public investment in the development of a dense network of charging stations, as
well as low costs of batteries and related services. In 2020, Norway counted more than 13 000 charging
points, including nearly 1 600 high-speed charging points, which were developed with public subsidies
(Figure 1.25). Enova has also supported a charging infrastructure for nearly 150 city buses in Oslo. While
this infrastructure is increasingly dense, Norway needs to pursue public financial support to establish and
maintain public charging stations in areas that lack a commercial market, particularly in the north. The
expansion of EVs will require massive investments in the development of a smarter and more flexible
charging infrastructure covering the entire territory.
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Figure 1.25. Norway has a dense charging infrastructure for electric vehicles
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Note: The figure does not include Tesla superchargers, which in 2021 amounted to an additional 1 049 charging points.
Source: Country submission and Elbil, Norway, https://ladekart.elbil.no.

Green shipping

Norway is a pioneer in developing and deploying zero- and low-emission technology in the maritime sector.
The country has already electrified a third of its domestic ferries and aims at introducing zero-emission
requirements for all new public procurement of ferries in 2023. A first hydrogen-driven ferry will be launched
in 2022, and a hydrogen-driven short sea shipping vessel is scheduled to operate as of 2024. However,
decarbonising long-distance maritime transport remains a challenge. Close co-operation with the business
sector and industry partners will be key. The government supports a series of public support schemes for
boosting the competitiveness of the Norwegian maritime industry, as well as the development and uptake
of Norwegian environmental technology. Between 2015-19, Enova allocated more than NOK 2.6 billion
(USD 294 million) to maritime projects; many projects were also supported by the Business Sector’s
NOx Fund or EU funding.

Green aviation technology

Norway is leading the way towards sustainable air travel alongside its Scandinavian neighbours. Avinor, a
state-owned company, announced in 2018 that it aims at making all short-haul flights all-electric by 2040.
It also intends to make Norway the first country with a significant market share of electric aircrafts. The
regional airline Widerge intends to deploy a first all-electric 11-seater aircraft (P-Volt) by 2026. Norway
has a strong comparative advantage in electrification of aviation. This advantage is due to its renewable
power production, a well-developed airport network (48 airports and 3 000 docks) with relatively short
distances and strong political will to boost electrification of the aviation sector. It will be important to
provide clear, predictable, long-term incentives and a regulatory framework to make the electrification
of commercial air traffic a success.
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1.6.4. Investment for a climate-neutral and circular economy

Carbon capture and storage

Norway is a frontrunner in developing CCS solutions in Europe, together with the Netherlands and the
United Kingdom. Norway’s Longship project (Box 1.6) aims at kick-starting CCS development both in
Norway and Europe, as well as enabling other countries to replicate technological solutions. The project
benefits from long-term funding with the government’'s total investment reaching NOK 3.45 billion
(USD 0.4 billion) in 2022 out of NOK 17 billion (USD 2 billion) state aid pledged until 2034, covering the
construction phase (2021-24) and the first ten years of operations (2025-34). The practical application of
CCS technologies could help set new industrial standards. By 2026-27, the Oslo Varme’s facility could
become one of the world’s first carbon-negative incinerators (Box 1.6). However, there is concern that
investment in CCS will privilege end-of-pipe solutions, removing focus from reducing emissions in the first
place. For example, CCS-equipped incineration can contribute to a lock-in effect in waste management
systems, impeding waste minimisation.

Box 1.6. Longship: Norway's largest-ever industrial climate project

Launched in 2020, Norway’s carbon capture and storage project known as “Longship” is the country’s
largest-ever industrial climate project (total cost of NOK 25 billion — about USD 2.9 billion, including
NOK 16.8 billion — close to USD 2 billion — in government funding, 2021-34) (Ministry of Petroleum and
Energy, 2019ss)). The project brings together all components to form a complete CCS chain: it covers
the capture of CO2 from Norcem Heidelberg Cement’s factory in Brevik and from Fortum Oslo Varme’s
waste-to-energy plant in Oslo. Northern Lights covers the transport and storage part of the project and
is based on a joint venture of Equinor, Shell and Total. If successful, Longship could help scale back
the use of emission-intensive construction materials and decarbonise waste. For example, Norcem
aims to capture around 400 000 of 800 000 tonnes of CO2 per year from its cement factory. The
post-combustion capture technology of the Fortum Oslo Varme’s facility could catch about 90% of
Norway’s largest “waste-to-energy” plant. This represents up to 14% of Oslo’s emissions per year.
Longship might also generate many jobs. The government estimates that Norcem and Forum Oslo
Varme could directly create up to 3 000 jobs during the construction phase, and many more indirectly.
Successful implementation of the Longship project could open other opportunities and provide lessons
for research and development support in circular economy initiatives. Synergy could be developed with
many other European CO2 capturing projects that are funded by the EU Innovation Fund
(e.g. Kairos@C in Belgium, Egiom cement factory in France, Neste/Porvoo refinery in Finland and
Sweden's largest biofuel heat and power plant). Nevertheless, it is unclear whether societal benefits of
this bridging technology will outweigh the high investment costs.

Source: Ministry of Petroleum and Energy (2019), Longship — CCS.

Offshore wind

Norway has a competitive advantage in large-scale deployment of offshore renewables, particularly wind.
The government has given a green light to open two new offshore areas — Utsira Nord and
Serlige Nordsjg Il — that have a potential 4.5 GW wind power capacity. More active state involvement will
be required along the whole value chain to create stronger incentives for private sector investment
(Afewerki et al., 2019s9)). As part of the third COVID-19 recovery package, the Research Council of Norway
has given NOK 120 million (USD 14 million) the creation of a Norwegian Research Centre on Wind Energy
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(NorthWind). It aims to create export opportunities for Norwegian business and industry, and minimise the
environmental impacts from wind power development.

Buildings

Energy efficiency of Norway’s buildings is excellent in international comparison, with high energy standards
for new homes. Enova has already implemented many measures to retrofit buildings. Individual measures
should continue to be regularly assessed to check they are delivering anticipated energy savings and
remain cost-effective. The revision of the construction products regulation within the European Green Deal
could help create a European market for the re-use of building materials.

1.6.5. Environment-related innovation

The total amount of public support for research, development and demonstration (RD&D) has increased
by 56% from NOK 9.3 billion (about USD 1 billion) in 2015 to NOK 14.6 billion (about USD 2 billion) in 2020
(Statistics Norway, 2021(701). Spending for environmental objectives represented about 3% of total public
R&D. Public funding in renewables has been increasing since 2010 and was boosted in 2020 by the
recovery packages (Figure 1.26). Public funding notably targets the development of energy and climate
technology with a view to supporting lasting climate-friendly market changes. Enova provides funding for
new technology development in all sectors (NOK 3.7 billion or USD 393 million in 2020, 3 850 projects). A
new framework agreement defines new Enova priorities for 2021-24. Moreover, a Green Platform
encourages investment and innovation in all sectors (Section 1.7.1). Norway also contributes to finance a
partial membership in InvestEU, providing access to European capital investments.

Figure 1.26. Norway’s public spending in renewables and energy efficiency has increased

Public spending in energy research, development and demonstration technologies
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Norway counts a lot on technological developments to achieve its climate goals and strives to reap the
gains from innovation. While strong government support for innovation will further boost Norway’s green
transition, technical solutions alone may not be sufficient. Norway’s green transition will also need to
involve behavioural changes and require adjustment to consumption patterns.

1.6.6. Voluntary agreements and eco-certifications

Norway applies soft approaches such as voluntary agreements to reduce negative environmental impacts,
particularly in the field of agriculture and waste management. Thanks to voluntary commitments with
stakeholders from across the food value chain (involving 12 commercial organisations and 5 ministries),
Norway reduced food waste by close to 10% between 2015 and 2020. However, NOK 22 billion (about
USD 2.3 billion) in food is still wasted each year, representing about 1.3 million tonnes of
CO2-eq emissions. Awareness campaigns to promote better consumer choices and better understanding
of best-before dates need to be pursued. Binding measures to reduce food waste may be needed.

The government and Norway’s two main agricultural organisations signed a voluntary agreement in 2019
to reduce and enhance removals by a total of 5 million tonnes of CO2-eq over 2021-30. Moreover, the
Business Sector’'s NOx Fund provides support and incentives for enterprises to further reduce their
NOx emissions. Voluntary agreements are most effective when combined with a serious threat for
regulatory action.

Norway also uses eco-certifications (ISO 14001 and EMAS). The Eco-Lighthouse Certification Programme
counts close to 7 500 certified businesses. These firms commit to improving performance in the areas of
working environment, waste management, energy use, procurement and transport. Eco-lighthouse
certification — the first national scheme in Europe — is also used in green public procurement.

1.6.7. Green public procurement

Norway's general government procurement spending more than doubled over 2011-19 from
NOK 275 billion (USD 29.2 billion) to NOK 595 billion (USD 63.2 billion). Public procurement represented
29.3% of government expenditures and 17.1% of GDP in 2020 (OECD, 202071;). Consequently, public
procurement can be a powerful policy instrument for aligning public expenditure with green objectives,
promoting low-emission solutions and reducing GHG emissions.

The promotion of low carbon technologies in the transport sector is a striking example of aligning public
spending with green objectives. Within the government’s National Transport Plan 2022-33, the country
actively uses public procurement regulations to boost the development and uptake of low-emission
solutions: about a quarter of city buses are zero-emission vehicles and by 2025, all new city buses shall
be zero-emission vehicles or use biogas. Climate requirements for public procurement (construction,
vehicles, food/meal services) are also set in the Climate Action Plan 2021-30.

According to the 2016 Public Procurement Act, contracting authorities have a legally binding duty to
develop and implement green procurement practices. It encourages a stronger focus on life cycle costs
and requires the entire procurement cycle to consider sustainability criteria. There is still room for
improvement when it comes to implementation. Norway needs to enhance countrywide uptake and
strengthen the accountability framework. Audit and control continue to be weak points in relation to green
public procurement in Norway (OECD, 202071;). As already noted by the previous OECD EPR (OECD,
2011p27), there is no systematic approach for monitoring outcomes of sustainable procurement. Availability
of data for monitoring purposes remains a challenge. Data on the share of green spending in public
procurement could usefully inform decisions but are not yet systematically available. Preliminary findings
of the Norwegian Agency for Public and Financial Management indicate an increase in the share of green
public procurement spending in food purchases and meal services, as well as in the construction sector,
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in 2021. A 2021-30 action plan for climate- and environment-friendly public procurement and green
innovation proposes measures to increase the share of green public procurement.

1.7. Towards a just and equitable transition

1.7.1. Green recovery

The health and economic impacts of the global COVID-19 pandemic have been less severe in Norway
than in other European countries. As elsewhere, local pollution and GHG emissions declined in line with
the lower level of activity. While its economy was initially hit hard by slumping oil prices, Norway is
recovering quickly and will reach pre-pandemic GDP per capita levels in 2022 (OECD, 2021(3). Policy
makers can now turn more fully to structural challenges (OECD, 202220)).

Unemployment in Norway increased from 3.5% in February 2020 to 5.3% in August 2020 — its highest rate
during the pandemic. It reached its pre-pandemic level of 3.5% in November 2021.The tourism and
transport sectors were hardest hit, even though many job cuts can be classified as temporary due to
time-bound containment measures. About 8.5% of Norwegian workers benefited from job retention
schemes (OECD, 2022(72)).

Table 1.5. The environmental impact of Norway’s recovery measures was mixed

Key measures Sector NOK USD
(million) '~ (million)
Increased grant to Enova, which provides R&D funding for industries Multiple 2000 233
Increased grants to R&D-funding organisations via Green Platform (2020-22) Multiple 1125 131
Grant to "Nysng", which invests in firms that develop climate-friendly technologies Multiple 700 81
Grants to Klimasats to support municipalities in GHG emissions reduction efforts Multiple 50 6
Increased funding for R&D to Norwegian Resee}rch Council to research funding programme Multile 120 14
ENERGIX, PTROMAKS?2, DEM02000 and FME wind
Grants to promote green shipping (R&D and investments in low-emission ships) Maritime transport 485 56
Loans to support green fleet renewal in the coastal transport and fisheries sectors Maritime transport 600 70
Income support for commercial bus and ferry companies Transport 200 23
Grants to stimulate a circular economy Waste & recycling 100 12
Grants to support gene banks for wild salmon and similar projects Biodiversity 20 2
Grants to increase the basic funding of environmental research institutions Biodiversity 30 3
Increased grants to support measures to prevent invasive species Biodiversity 13 2

Several temporary tax reductions for oil companies operating on the continental shelf, combined

with new commitments to reduce emissions Energy ca DA

Grant to cover the operating deficit for the last coal mine on Svalbard Energy 91 11
Loan guarantees to airline companies under some conditions Air transport 6000 698
Suspension of the air passengers tax in 2020 and 2021 Air transport n.a. n.a.
Purchase of regional air transport services to compensate income losses Air transport 2039 237
Purchase of services from airline companies to help citizens return from abroad Air transport 35 4
Grants to promote ocean-based wind turbines Energy 55 6
Increased maintenance of road, railway and coastal infrastructure Transport 1330 155

Purchase of services from ferry companies operating in connection with national roads, in order to

) Maritime transport 356 41
compensate to income losses
Purchase of services from railway companies to compensate to income losses Rail transport 2575 299
Compensation for income losses for rail and other public transport companies Transport 8500 988

Note: Measures cover the period from the beginning of the pandemic in early 2020 until 31 December 2021, at 2021 exchange rates.
Colour code: green = positive impact; red = negative impact; grey = mixed impact; light grey = undetermined.
Source: Country submission and OECD Green Recovery Database (2021).
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Economic measures included a mix of time-limited compensation and subsidy schemes, temporary
changes in tax rules, income protection, investments in key infrastructure sectors, increased funding in
technology development and a green transition package. The cost of these measures was NOK 230 billion
in 2020 and 2021 (about USD 26.7 billion), including substantial support for the oil and gas industry and
the aviation sector (Table 1.5). In addition, a system of tax concessions allow the immediate tax deduction
of current/projected investment spending in the petroleum sector from 2020 to 2028. The temporary
changes to the petroleum tax are estimated to reduce tax revenues over time by about NOK 10 billion
(USD 1.2 billion), measured in NOK 2020 terms. Thanks to the rebound in oil prices, concessions in the
pandemic’s early months may have been more generous than necessary (OECD, 202220)).

Overall, the government has supported implementation of green restructuring measures and plans. For
example, it set up a Green Platform (NOK 1.1 billion, about USD 119 million). The platform aims to
stimulate “bigger and more rapid investments from companies in green sustainable solutions and
products”. The initiative is cross-cutting and involves participation of five ministries. Other measures funded
investments in key infrastructure sectors such as green maritime transport. In addition, the government
increased funding in technology development and several green conversion packages, the largest of them
were channelled through its state-owned enterprise Enova. As in other OECD countries, monitoring and
evaluation are needed to ensure that funds are spent in an economically efficient, environmentally
sustainable and publicly transparent manner (OECD, 2021(73)).

1.7.2. Foreign investment and climate finance for developing countries

The government intends to better consider emissions associated with foreign investments. The
equity-portfolio carbon emissions of Norway’s Government Pension Fund Global (GPFG) are estimated to
be almost twice the country’s total emissions (OMFIF, 2021747). The GPFG pioneered ethical guidelines
for investment decisions based on active ownership and the exclusion of firms from its portfolio. These
guidelines explicitly include carbon emissions. While climate risk is not explicitly anchored in its investment
mandate, the fund has started incorporating climate risks in its management. The government should
follow through on recommendations from an expert group that has proposed to base the responsible
investment management of the GPFG on the Paris Agreement’s goals™ (Ministry of Finance, Expert
Group, 2021(75)). At the COP26, Norway'’s prime minister announced government plans to make the GPFG
“(t)he leading fund in responsible investment and the management of climate risk”.'* This would help make
the fund’s activities more consistent with Norway’s commitments under international climate agreements.
To date, despite its huge potential, the world’s largest sovereign wealth fund plays almost no role in the
domestic or global green transition (Kattel et al., 20211¢)).

Norway recognises the critical need for support to developing countries with respect to both climate
mitigation and adaptation. So far, the large majority of climate financing for developing countries and
emerging economies has been channelled into climate change mitigation. This includes support for the
International Climate and Forest Initiative, which is the largest single element in Norway’s public climate
finance. At COP26, Norway’s prime minister confirmed high-level support for this initiative until 2030. The
government intends to double its total climate finance to NOK 14 billion (USD 1.6 billion) by 2026 at the
latest, including three times more support for climate adaptation. The climate adaptation pillar of Norway’s
2021 Strategy for Climate Adaptation, Prevention of Climate-related Disasters and the Fight against
Hunger covers five priority areas: i) early warning systems and climate services; ii) nature-based solutions;
iii) climate-resilient food production; iv) infrastructure; and v) innovative finance mechanisms (Ministry of
Climate and Environment, 20217¢)). Norway is one of the largest donors to the Green Climate Fund,
contributing NOK 3.2 billion (about USD 372 million) for 2020-23.
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1.7.3. Preparing for a low-carbon future without oil and gas

Norway ranks number one on the Net Zero Readiness Index (KPMG, 202177)). It has a better track record
than most other oil exporters in diversifying its economy. The country has many comparative advantages
in other industries (e.g. low-carbon manufacturing in electricity-intensive industries, offshore wind,
aquaculture, CCS). Building on its human capital with high education levels, well-functioning institutions,
effective tax system and robust fiscal policy framework, Norway has the capabilities and financial means
to accelerate a just transition within its own borders and abroad.

Uncertainty about the future global price of oil and gas due to shifting global energy demand represents a
major risk for future investment. With intensifying global awareness of climate change, Norway’s transition
from oil and gas activities may be faster than previously expected. Norway is likely to face increasing
international pressure with the forging of new coalitions such as the Beyond Oil and Gas Alliance. Six
countries have already committed to ending new licensing rounds for oil and gas exploration and
production. However, the challenges in economic adjustment brought by any such ban would be larger for
Norway (OECD, 2022;20)). The European Union announced in October 2021 that it will seek a ban on ail
and gas production throughout the Arctic. There is debate whether Norway should announce an end to
new licences for oil and gas exploration. The transition to a less petroleum-dependent economy is already
underway. The share of the petroleum sector within national GDP shrank from a peak of 25% in 2008 to
15% in 2021."° Employment in the petroleum sector dropped following the oil price plunge in 2014-16 and
is set to decline in the long term (Figure 1.27). Facilitating the “creation of profitable green jobs through
pricing, public procurement, regulations and measures that support technology development” is an official
government priority with a view to promoting a just transition (Government of Norway, 20207s)). A more
circular economy could create many new job opportunities. Shifting employment will require strategic
planning and co-ordination.

According to the OECD Economic Survey of Norway 2022, the speed of the transition will determine any
critical macroeconomic consequences for the Norwegian economy. If labour and capital resources can be
reallocated from the oil and gas sector at a speed that avoids massive unemployment or stranded assets,
then the transition will be comparatively benign (OECD, 20222q)). While reduced oil and gas activities will
create important economic and societal repercussions, the impact will probably be less than previously
feared (Government of Norway, 2021(79)).

Norway has a long-standing system of social protection and institutionalised tripartite dialogue between
the government, trade unions and other labour organisations. The country adopted the 2015 Guidelines
for a Just Transition'® of the International Labour Organization and signed the COP26 “Just Transition”
Declaration to ensure that no one is left behind in the transition to net zero economies. Beyond Norway’s
general system of workers’ rights, the government has not yet developed an action plan for a “just and
equitable transition” from fossil fuel production (SEI et al., 2021j17;)). More clarity about the “fair and
equitable” transition in the Norwegian context would be useful. The government also needs to show it will
address economic, social, spatial and gender inequalities beyond traditional support for affected
communities or unemployment relief for workers. This involves a reflection on root causes to address
structural changes and avoid replicating the same inequality patterns in new green industries. Equity issues
concern uneven exposure to risk, uneven ability to capture the benefits and uneven responsibility for
damage.
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Figure 1.27. Employment in the Norwegian petroleum sector
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Furthermore, the rate of change towards a more sustainable future could be accelerated. Achieving the
2050 targets of a low-carbon society will require government support, stronger private sector investment
and civil society engagement. To that end, the government needs to pursue its efforts to help create
profitable green jobs through pricing, public procurement, regulations and measures that support
technology development (Government of Norway, 2020(7g)). It should also ensure attractive conditions for
business start-ups along with smooth insolvency processes, remain responsive to evolving skills
requirements, and promote education and digitalisation.

The role of the private sector could be further leveraged by better integrating sustainability into business
models. A recent survey found that about half of participating companies have a sustainability focus with
a publicly stated commitment towards a net zero framework (S-Hub, 2021s0;). While awareness among
senior management has increased, middle management needs to be more strongly involved in
operationalising new strategies towards a green transition. Efforts to improve the level of competence in
different parts of companies need to be pursued. Taxonomy via a common classification system could
address greenwashing, promote sustainable investment practices and help companies improve their
respective environmental performance.

Civil society groups, communities and — more broadly — citizens are important sources of creativity and
innovation, which policy makers could engage more strategically (Bruyninckx, 2021s1;). Transformative
change necessarily impacts lifestyle and consumption patterns. Today’s children can drive the behavioural
and lifestyle changes of tomorrow. Environmental education is of paramount importance.
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Notes

' Norway does not formally register the number of Sami people. According to the Sami Parliament census/electoral
roll, the number of registered Sami voters has increased from 12 500 people in 2005 to 20 500 in 2021. However, this
does not reflect the total number of Sami living in Norway as the census excludes children and Sami people who did
not register.

2 Norway’s oil production has been increasing over recent years, notably due to Johan Sverdrup, the country’s third
largest field coming on stream with record-low CO2 emissions — 4% of the world average. In addition, despite delays,
Johan Castberg fields are expected to become operational by the end of 2023.

3 Norway starts the second cycle while other EU member countries will already be launching the third cycle. The
timeline for Norway under the EEA is different.

4 Due to long distances and low population density, Norway’s sparsely populated areas have a natural disadvantage.
For example, the north faces high transport costs and unpredictable weather conditions during the winter. These pose
obstacles to business development and make the region less attractive.

SEEA regulation does not apply on Svalbard; projects on Svalbard are implemented in accordance with the Svalbard
Environmental Protection Act.

6 In most OECD member countries, non-compliance detection numbers cover only site inspections. In Norway, the
coverage is much broader, which makes comparison with other countries difficult.

7 Norway applies taxes on other GHG emissions, namely hydrofluorocarbons (HFCs) and perfluorocarbons (PFCs),
which both can cause harm to human health and the environment. The tax rate in 2021 is NOK 0.591 per kg for each
gas, multiplied by their respective global warming potential.

8 As of July 2021, the price of an allowance permitting 1 tonne of COz2 to be emitted had increased to slightly above
EUR 50. The overall cap on emissions has gradually decreased, which is likely to cause allowance prices to increase
further. Energy use subject to the EU ETS is generally exempt from the CO2 tax on mineral products or benefits from
a reduced carbon tax rate. For instance, most of the industry sector is exempted from taxes as it is assumed the
EU ETS fully covers fossil fuel use in this sector. Natural gas used by the offshore industry is a notable exception: it is
subject to both a carbon tax and EU ETS. Norway’s domestic aviation is also covered by both the EU ETS and
CO2 taxes.
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9 This would entail a reduction in the pump price of NOK 0.31 for diesel and NOK 0.28 for petrol compared with the
previous government proposal.

19 Norway applies two taxes on petrol and diesel: the COz-tax and the road usage tax. In 2021, these taxes amounted
to NOK 6.38 per litre of petrol (NOK 1.37 + NOK 5.01) and NOK 5.16 per litre of diesel (NOK 1.57+3.58 NOK). Norway’s
road usage tax rate on petrol is higher than the rate applied to other fuels, measured in NOK per litre. The lower rate
for diesel is partially justified by the lower energy content, but petrol also has a higher tax rate measured in NOK per
megajoule. The same COz-tax rate (NOK 766 per tonne of CO2) applies to all fossil fuels for all road transport.

" SDG target 12¢ aims to “rationalize inefficient fossil-fuel subsidies that encourage wasteful consumption by
removing market distortions”.

2 Members include Costa Rica, Denmark, Ethiopia, Finland, New Zealand, Norway, Sweden, Switzerland and
Uruguay.
13 “Climate risk can affect all sectors of the economy in different ways, and a large fund that is broadly invested has
nowhere to hide. The fund thus benefits from, and, based on its mandate, should contribute to the achievement of the
targets of the Paris Agreement, and [make sure] that the transition to a zero-emission society takes place in an orderly
manner”.

14 Statement by Prime Minister Jonas Gahr Stgre at the UN Climate Change Conference in Glasgow, 2 November
2021: www.regjeringen.no/en/aktuelt/statement-at-the-un-climate-change-conference-in-glasgow/id2882242

51n 2021, the petroleum sector represented 41% of total exports, 19% of total investments and 5.8% of employment
(Norwegian Ministry of Energy and Petroleum, 2021).

16 Key elements of a just transition include social protection for people who are adversely affected by the green

transition and support for a green transition in the business sector; skills development for everyone; and a green
transition based on social dialogue.
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Chapter 2. Land use and biodiversity
management

This chapter discusses the status and trends for land use and biodiversity
management in Norway. It assesses related policies and processes and
provides recommendations. Norway’s ecosystems are rich and diverse but
under threat. The chapter examines how the situation has evolved over the
past decade. It points out many worrying trends are likely to continue
unless development pressures are addressed and the protected areas
network completed. It highlights the need to integrate specific, measurable
and time-bound objectives for species, habitat and landscape protection
into local planning, including through improved information systems.
Finally, the chapter suggests local capacity needs to be strengthened and
cross-sector co-ordination improved to achieve national objectives for
conservation and sustainable use of land.
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2.1. Geography and ecosystems

2.1.1. Norway contains a rich and diverse set of ecosystems

Norway is located on the northwest coast of the Scandinavian Peninsula. It is one of the world’s
northernmost countries, with the mainland reaching beyond the Arctic Circle. It is bounded by the Barents
Sea to the north, the North Atlantic Ocean to the west, the North Sea to the southwest and the Skagerrak
strait to the south. Norway’s primary land border is with Sweden to the east, but it also borders Finland
and the Russian Federation (hereafter “Russia”).

The archipelago of Svalbard and Jan Mayen Island are also part of Norway. These are sparsely inhabited
and subject to special management regimes aimed at conserving their arctic wilderness landscapes of
tundra, glacier and bare mountains, as well as their unique cultural environment (Box 2.1).

Box 2.1. Svalbard - conservation of Arctic wilderness under rapid climate change

Svalbard is a group of islands located about 1 000 km from the North Pole, with some of the Earth’s
northernmost permanent settlements. With the exception of a few areas surrounding the settlements
and mining areas, the archipelago still appears as a large Arctic wilderness with no elements of heavy
infrastructure development such as roads or power lines. Svalbard also has an abundant and largely
intact High Arctic wildlife, which has been restored from historic overharvesting and is now extensively
protected. The Svalbard Environmental Protection Act, which entered into force in 2002, serves to
preserve a near-pristine environment in Svalbard with regard to contiguous areas of wilderness,
landscape, flora, fauna and cultural heritage. Within this framework, the act allows for environmentally
sound community, research and business operations. About two-thirds of Svalbard’s land area of 60
000 km? is protected as national parks and large nature reserves. These protected areas also include
87% of Svalbard’s territorial waters, preserving the wildlife of the seasonally ice-covered waters
surrounding the archipelago.

With Norwegian coal mining being phased out, the main activities in Svalbard are now tourism,
research, higher education and space-related activities. While Svalbard has only about 2 900
permanent residents, it typically receives more than 100 000 tourists each year. Before the COVID-19
pandemic, the number of tourists was increasing rapidly. Following the slow-down during the pandemic,
numbers had begun to increase again in early 2022. Despite strict environmental management policy,
the massive inflow of tourists and ever-growing tourism demand increase pressure on the environment
and infrastructure.

Svalbard and the surrounding marine areas are among the parts of the Arctic where climate change is
fastest. These changes are making both nature and cultural heritage sites more vulnerable to human
activity and traffic. In addition to the direct environmental impacts of climate change, retreating sea ice
is making more of Svalbard’s coastal and marine areas accessible much of the year. This presents
opportunities for a continued rise in maritime traffic related to cruise tourism and fishing around Svalbard
and in the northern Barents Sea. At the same time, it increases the potential for environmental impacts
and risks. An important objective, therefore, is to adapt management policy to the rapid climatic and
environmental changes Svalbard is facing. Recent measures include expansion of a national park to
enhance the protection of key habitats for sea-ice dependent species such as ringed seals and polar
bears. Heavy fuel oil has also been banned in Svalbard’s territorial waters. A set of additional
regulations to reduce the impact from tourism and other human traffic is under discussion.

Source: Country submission.
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Rugged mountains and high mountain plateaus divide Norway into oceanic western and continental
eastern parts. The mountains are broken by fertile river valleys. There is also Arctic tundra in the
northernmost parts of the country. The climate varies from temperate along the south coast to subarctic in
the mountains and in the north. Atlantic winds and the Gulf Stream provide for a climate that is more
favourable in Norway than is usual for high latitudes, but it is nonetheless typified by a cold and continental
climate.

Norway’s landscape is dominated by forest and bare mountains. Forests cover 37% of land area, about
70% of which is considered capable of producing more than 1 cubic metre (m3) of wood biomass per
hectare (ha) per year. Above the treeline, mountains consist of bare rocks, as well as of permanent snow
and glaciers (7% and 1% of the total area, respectively). Mountain valleys are rich in wetlands, including
peatlands and ribbon lakes. The area suitable for farming is scarce, with agricultural land accounting for
only 3% of the country’s surface (Figure 2.1). Any land not used for agriculture, forests, built-up or traffic
areas is known as open firm ground, which may be vegetated or bare. This includes hayfields, pastures
and coastal heathlands.

Figure 2.1. Most land is forest or mountains

Land cover by category, 2021
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Source: Statistics Norway (2021), “Land use and land cover’, StatBank (database).

StatLink Sw=r https://stat.link/tjchi5

Norway has a wide range of climatic conditions, landscapes, vegetation and land use in close proximity,
making it one of the most diverse landscapes in Europe (Simensen, Erikstad and Halvorsen, 20211)
(Figure 2.2). More than one-third of the bioclimatic variation in all of Europe and North Africa is represented
within mainland Norway (Metzger et al., 2005(2)).

Despite being dominated by forest and mountain landscape, Norway has rich landscape diversity,
particularly in the southern regions. In addition, it also contains the largest and most pristine
representations of many European landscape types. Consequently, Norway plays an important role in
landscape and species conservation for the whole continent.
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Figure 2.2. Southern Norway has highly diverse landscapes

Share of landscape categories appearing within a 50 km radius of location, average for all classifications used
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Note: Southern areas of Norway contain representations of more than 45% of all identified European landscape types in close proximity.
Source: Cigli¢ and Perko (2013), DragoEurope’s landscape hotspots.

2.1.2. Norway needs to deliver on its ambitious objectives for ecosystem protection

Norway’s national objectives cover a range of areas and express a vision of a nation that is environmentally
responsible at home and abroad. It aims to protect biodiversity and important landscapes, and maintain a
strong economy that is progressively diversified in a just transition from fossil fuel production.

There has been good progress since the last OECD Environmental Performance Review (OECD, 20113)).
The policy agenda has advanced with the 2009 Nature Diversity Act. National policies have been clarified
in the 2019 central government planning guidelines, as well as the Circular T-2/16, which lays out guidance
for national priorities and interests (revised in 2021). Government guidance to municipalities for biodiversity
plans and environmental impact assessments (EIAs) has been improved. The River Basin Management
System has been established to implement the EU Water Framework Directive (WFD). Marine
management plans have been continually improved.

Norway has advanced its ability to understand and communicate the status of ecosystems. This is reflected
in improvements to the Nature Index for Norway, the Nature in Norway (NiN) system, the Naturebase portal
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and the 3Q monitoring system for agricultural landscapes, among others. This work provides important
enabling conditions for better policy making, objective setting and knowledge-based management. Norway
has increased the amount of protected areas and reformed their management system. More species have
been assessed regarding their status than ever before.

Perhaps most significantly, the 2015-16 Biodiversity Action Plan “Nature for Life” provides a clear agenda
for ecosystems and biodiversity. The plan’s timeline has proven ambitious. However, while not all of the
goals for 2020 have been achieved, the action plan is well underway. The plan set goals for “good
ecological status” in ecosystems, to safeguard threatened species and habitats, and to maintain a
representative selection of Norwegian nature (Ministry of Climate and Environment, 20154). As a first
priority, it seeks to protect critically endangered species or endangered species that also have a substantial
proportion of their population in Norway.

The plan also gives increased visibility to the benefits of biodiversity to citizens and communities. The value
of nature to humanity, known as ecosystem services, include things that provide food and raw materials,
purify air and water, or inspire and entertain. For example, Norway’s forests absorb carbon dioxide (CO2)
each year in an amount equal to nearly half of domestic emissions (Figure 2.8). Forests underpin a robust
forestry products sector and provide nature experiences for hikers, hunters and fishers, among others.

The government recognises the need to better integrate the values of biodiversity into decision making. It
also seeks to strengthen cross-sectoral co-operation at the national level, and increase cohesion between
different levels of government through, among other things, capacity building for local governments.
However, despite advances since the last review, much work remains to be done. The status of
ecosystems and threatened species, with some exceptions, has not improved in the past decade.
Development pressures continue to grow due to economic growth and population movement, increased
demand for leisure residences and the need to create jobs in smaller communities, among others. Climate
change is also an important and growing threat. Norway cannot be complacent to the risks faced by nature.
Meeting the challenge will require focused effort to set and achieve specific, measurable and time-limited
goals. Most of the action in the past decade has been “getting the house in order”. It has established plans
and objectives, as well as the knowledge and management systems required to put these plans into action.
The next step is to deliver on the promise of these investments.

2.1.3. Knowledge systems for ecosystems are improving

The Nature Index for Norway framework describes the status of ecosystems according to a large number
of indicators. The index is updated every five years, most recently in 2020. The Nature Index data and
assessments are maturing into a useful tool for setting national objectives related to ecosystem
management. The quality status of ecosystems as measured by the index has the potential to become an
important policy benchmark.

The Biodiversity Action Plan points to the need for measurement of ecological status to set related
objectives:

One problem for the Norwegian authorities is the lack of clear, agreed management objectives for
“good ecological status” in most ecosystems, even though “sustainable” management is specified
as a goal in a number of statutes. The exceptions are coastal and freshwater ecosystems and to
some extent marine ecosystems. Clearly defined and agreed management objectives for the
different ecosystems would provide a better basis for making decisions in cases where a balance
needs to be found between different interests and social objectives, and would help to achieve
environmentally, socially and economically sustainable development.

(Ministry of Climate and Environment, 2015y))
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The Nature Index supports indices of ecosystem quality by different ecosystem types. A value of
1.0 indicates a fully natural condition, while a status of 0.6 or better is considered “good”. This index shows
that many landforms are in good condition but also points to some worrying areas, especially forests, open
lowlands and wetlands (Table 2.1).

Table 2.1. Overview of condition and trends for Norwegian ecosystems

Nature index Overall Key influencing factors Trends
value assessment

Ocean 0.70 Good Climate Change Positive development, slight decline over
Acidification the last few years

Fisheries
Litter
Coastal 0.67 Fairly good Pollution Stable slight decline
waters Loss of area
Harvesting
Alien species
Fresh water 0.74 Good Acid rain Stable, slight improvement over the last
Eutrophication years
Hydropower
Alien species
Interventions and degradation
Wetland 0.68 Fairly good Area loss Slightly improving
Overgrowth
Forest 0.41 Relatively poor Forestry Improving
Mountain 0.56 Moderate Area degradation and fragmentation Gradual decline
Climate change
Open 0.44 Relatively poor Overgrowth Continued negative development
lowlands More intensive farming
Alien species

Note: The Nature Index is a composite index based on the weighted average of scaled indicators representing major ecosystems.
Source: (Norwegian Environment Agency, 2021s)); trends from (Lier-Hansen et al., 2013)).

NiN is a tool to document and develop knowledge about Norwegian natural variation, and can be used to
map ecosystems for many purposes. It was developed in 2005 by the Norwegian Biodiversity Information
Centre, which also provides financial support for the project. NiN version 1.0 was published in 2009.
NiN version 2.0, which began in 2012, was published in 2015.

NiN is central to nature mapping, as called for in the Biodiversity Action Plan (Ministry of Climate and
Environment, 2015y4)). It is designed to give professionals and institutions a common set of concepts that
describe and map the variation in nature at all levels, and serve as a basis for mapping nature and habitat
types. Itis an important part of the Red List assessment of habitat types.

NiN is based on the Biodiversity Act's definition of a habitat type: a uniform area type that includes all living
organisms that occur together in a given place and the environmental conditions that operate there. It also
includes areas with a uniform character caused by systematic patterns in the presence of observable
structures and elements. NiN aims to be the most complete system possible for describing biodiversity and
ecosystems in Norway (Halvorsen et al., 20157). It operates on many scales that are relevant for national
and local planning.
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2.1.4. Ecosystem accounting can help integrate nature into decision systems

The Nature Diversity Act aims to protect nature’s diversity through conservation and sustainable use to
secure a basis for human welfare, now and in the future. To fulfil that purpose, more weight must be
attached to nature’s use and non-use values, and ecological value. Accounting for these values
systematically can allow the status of nature to be tracked over time, providing cross-sectoral knowledge
of land-use change and its effects on ecosystems.

Natural capital or ecosystem accounting is an important step for making nature visible in measures of
national performance and policy appraisal. It is also a prerequisite for assessing changes in inclusive
wealth. Natural capital accounts organise biophysical and economic data on the stock of natural resources
and the flows of resources and ecosystem services that support the economy (OECD, 2021g)).

The UN System of Environmental Economic Accounting—Ecosystem Accounting (SEEA-EA) provides a
comprehensive framework that could be applied in Norway (Box 2.2). Using an internationally consistent
approach could help Norway to benchmark progress with respect to other countries. Such an approach
could be used, for example, with respect to implementation of the Sustainable Development Goals (SDGs).
This may be particularly useful in the European context, as the SEEA-EA is applied at European scale by
the Joint Research Centre, the European Environment Agency and Eurostat. Important policy areas that
are increasingly informed by SEEA-EA include climate change, circular economy, biodiversity and
sustainable finance. SEEA-EA could also inform measurement of the environmental and economic impacts
of managing COVID-19.

Box 2.2. Valuing ecosystems services highlights the role of nature in the economy

Natural capital accounting is an important step for making nature visible in measures of national
performance and policy appraisal. It is also a prerequisite for assessing changes in inclusive wealth.
Natural capital accounts organise biophysical and economic data on the stock of natural resources and
the flows of resources and ecosystem services that support the economy.

Valuation of ecosystem services and assets in monetary units is of primary importance. This allows
consistent comparisons between the UN System of Environmental Economic Accounting—Ecosystem
Accounting (SEEA-EA) natural capital accounting and standard economic measures, such as gross
national product (GDP) or produced assets, as recorded in the system of national accounts. To that
end, the SEEA-EA applies the concept of exchange values, which are the market prices of goods and
services exchanged in the markets, or the assumed transaction prices for goods and services that have
no market. The SEEA-EA, however, does not include all potential economic values, in particular
consumer surplus and non-use values. It acknowledges that alternative valuation concepts, including
welfare values and total economic values, may be better suited to some policy contexts
(e.g. cost-benefit analysis). Furthermore, the SEEA-EA emphasises that care is needed when analysing
large, non-marginal changes, such as the permanent loss of water resources. In these cases, analyses
should incorporate the assessment of physical changes in stocks in relation to appropriate thresholds.
No matter the valuation approach, a pragmatic and necessary first step is to develop robust accounts
of biophysical stocks and flows.

Source: OECD (2021), “Biodiversity, natural capital and the economy: A policy guide for finance, economic and environment ministers”,
OECD Environment Policy Papers, No. 26.
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The SEEA-EA system is designed to answer the following questions (United Nations, 2021g)):

e What is the contribution of ecosystems and their services to the economy, social well-being, jobs
and livelihoods?

e How is the condition, health and integrity of ecosystems and biodiversity changing over time and
where are the main areas of degradation and enhancement?

e How can natural resources and ecosystems be best managed to ensure continued services and
benefits such as energy, food supply, water supply, flood control, carbon storage and recreational
opportunities?

e How should conservation efforts be targeted?

e What opportunities exist for development of innovative incentive-based programmes to conserve
nature such as payment for ecosystem services?

e What do estimates of a nation’s wealth and economic potential look like once the state of its
environment is considered?

At least 89 countries have implemented accounts consistent with the SEEE-EA. However, most accounts
are incomplete and only 34 countries have developed ecosystem accounts. Adopting a robust SEEA-EA
system could put Norway at the forefront of this type of environmental knowledge system.

2.2. Biodiversity

2.2.1. A significant share of assessed species is threatened

The Norwegian Red List of Species includes those assessed as at risk of extinction within Norway, with
different risk categories. A large proportion of the red-listed species has declining populations, generally
because of habitat loss, degradation or fragmentation as a result of human activity. Due to its long western
coast and long north-south mountain range, many species have their most northern or western occurrence
in Norway. For this reason, Norway has a high number of rare species or species with naturally small
populations.

Of the 2 752 threatened species in Red List 2021, 289 are critically endangered, 959 are endangered and
1504 are vulnerable (Artsdatabanken, 202110)). Moreover, 333 species assessed in 2015 as of least
concern are now on the list. At the same time, 309 species have left the Red List owing to improved
knowledge and oversight. In addition, 1 839 species have been assessed for the first time. Of the
endangered or critically endangered species in 2015, 78 have 25% or more of their European population
in Norway.

In 2021, 24% of mammals, 27% of bird species, 22% of mosses and 22% of plants were threatened. The
share of threatened species in all four of these categories has increased since 2015. The total number of
assessed species has also increased. Norway’s profile is overall similar to its Nordic neighbours, with a
comparatively large share of threatened birds. Finland is doing better overall but also has a large share of
threatened birds (Figure 2.3)

Most threatened species are associated with forest, cultural landscapes (semi-natural areas or open land
used for agriculture) and mountains, and to a lesser extent with wetlands and marine and coastal waters
(Figure 2.4). More than half of the threatened mountain species (34 of 64 species), and most of the
threatened mosses and vascular plants, are found in lime-rich areas (Ministry of Climate and Environment,
2015p4)). Threatened species are found mainly in the southern regions where species diversity is high and
human activity widespread (Figure 2.4). These regions also have a large number of threatened habitats.
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Figure 2.3. The share of threatened species in Norway is similar to its Nordic neighbours

Threatened species as a percentage of known species, 2015 or latest available data
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Note: The threatened category refers to critically endangered, endangered and vulnerable species, i.e. those plants and animals that are in
danger of extinction or likely soon to be (for further information, see the IUCN Red List Categories and Criteria: Version 3.1, Second edition).
Iceland, Luxembourg and Portugal: partial data. Norway: 2021 data.

Source: OECD (2021), “Threatened species”, OECD Environmental Indicators (database).

StatLink = https://stat.link/7r9ngk

Figure 2.4. Most threatened species live in forests or semi-natural areas in southern regions
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Note: Right panel: number of threatened species on the Red List 2021 with a known occurrence in the various (historical) counties.
Source: Artsdatabanken (2021), Findings: Norwegian Red List for Species 2021.

StatLink Sa=r https:/stat.link/pdzbmn
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The overall trend in status of Norway’s threatened species is worrying. There is a real increase in the
number of threatened species, and more species have been moved to a higher risk category than a lower
one. Between 2015-21, the status of 1 523 species changed. However, most changes in classification are
due to improved information or re-interpretation of data rather than a genuine status change (Figure 2.5).
Climate change is an important factor in the increased risk for mountain species.

Figure 2.5. Relatively few species change status due to genuine changes

Reason for transfer between Red List categories, from 2015 to 2021
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Source: Artsdatabanken (2021), Endringer fra 2015 til 2021, Norsk radliste for arter 2021 [Changes from 2015 to 2021, Norwegian Red List for
Species 2021] (database).

StatLink Sa=r https:/stat.link/ucOgyw

The trend between 2015 and 2021 is worse than the one observed between 2010 and 2015 (Henriksen
and Hilmo, 2015(11;). Efforts over the last decade have not improved the status of threatened species
overall. The dependence of a high proportion of species on forested land or cultural landscapes is a
particular challenge. These land types are relatively valuable and are implicated in sectoral objectives to
maintain or increase commercial exploitation. In particular, forested land is only protected by landowners
voluntarily. This limits the government’s capacity to act with respect to the most important land category
for threatened species.

Protecting the habitats of threatened species via protected area status is the main policy tool to maintain
or improve the status of red-listed species. However, the government also undertakes other measures to
supplement this tool. For example, it allocated NOK 3.1 million (USD 361 000) in the 2021 budget to
supplement measures to protect wild pollinating insects. From 2017, the budget for measures against
invasive alien species has increased. About NOK 86 million (about USD 9.1 million) was spent on
measures against alien species in the last five years, mainly to combat alien plant species. In 2018-20, the
government devoted NOK 27 million (USD 2.9 million) to removing invasive tree species from protected
areas.
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2.2.2. Land-use change is the most important threat to species and habitats

Habitat loss and degradation of ecosystems are the primary reasons behind biodiversity loss and the loss
of ecosystem services globally, and this is true for Norway as well (Figure 2.6). Land-use changes in
forestry and in agriculture, as well as for housing and road purposes, are the most important driver of
habitat loss in Norway. More than 90% of the threatened or near threatened species are threatened
because their habitats disappear or change (Artsdatabanken, 2021}12)).

Figure 2.6. Land use and climate change place the greatest pressure on Norwegian biodiversity

Causes of deviation of the Nature Index from its pristine state (value 1), 2019
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Note: The effect of five pressure categories on the Nature Index value is analysed for each ecosystem. Indicators sensitive to each pressure
category have been grouped, and the effect of a pressure has been estimated as the contribution from these indicators to a reduced Nature
Index value (deviation from the reference value 1). The effect has been analysed using the Nature Index values from 2019 for each ecosystem.
A high value on the y-axis indicates the pressure category has a large negative effect on the ecosystem. The effects of the pressure categories
do not sum to a “true” total deviation from 1 for an ecosystem, as indicators may be included in more than one pressure category within the
same ecosystem.

Source: Norwegian Environment Agency (2021), Nature Index (database), www.naturindeks.no/Pressure.

StatLink Sa=r https:/stat.link/akmodp

Land-use change affects nine out of ten threatened species. In the last 11 years, about 540 km? of land
have been developed. Overall, this is a small amount, corresponding to 0.16% of the total area over the
period and 0.015% per year, but these areas may have high ecosystem value. About 42% of
developed land was formerly forest, 17% agricultural land and 2% bog (Kommunal- og
moderniseringsdepartementet, 2021(13)).

Despite ongoing efforts to improve the representativeness of the protected area system, existing protected
areas do not capture the breadth of variation in Norwegian nature. Further, there is a lack of ecological
connection between the areas, which lowers their resilience.

2.2.3. Forest area is in relatively poor condition and challenging to protect

Forest and other wooded land cover approximately 37% of Norway’s land area. About 70% of this is
considered productive forest, which can produce 1 m? or more of wood per hectare each year. The most
important commercial wood species are Norway spruce (47%), Scots pine (33%) and birch (18%)
(Landbruks- og matdepartementet, 2020;14).
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Norway protects 5% of forest area, which is only half of the government’s target. Productive forest land is
relatively valuable compared with unproductive forest land, and ownership is diverse with many small
landowners. This makes it challenging to increase the amount of protected forest area. Almost uniquely
among land types, additional protection of forest area is voluntary, requiring the proactive agreement of
landowners. This reduces conflicts with landowners but makes achieving the 10% target difficult without
additional measures.

Forest area is largely stable over time, though the ecological condition of forest lands in aggregate is
relatively poor. According to the system for assessing ecological condition, the Norwegian forest area has
a 0.42rating. This is significantly lower than 0.6, the limit value for good ecological condition
(Figure 2.7).The ecological condition of forests in the coming decades is expected to deteriorate due to
the continued influence of forestry activities, buildings and infrastructure development, and to a lesser
extent climate change (Framstad et al., 202115)).

Figure 2.7. The overall condition of forest lands is relatively poor
Estimated ecological condition of forest area in Norway: scaled indicator values, 1 = pristine, 0.6 = good condition
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Source: Framstad et al. (2021), Vurdering av gkologisk tilstand for skog i Norge i 2020 [Assessment of Ecological Condition for Forests in
Norway in 2020].

The state-owned company Statskog SF is the largest forest owner in Norway, with approximately 6% of
productive forest area. Approximately 88% of forest area is privately owned, resulting in a diversified sector
characterised by small-scale activity. Forestry operations are mostly co-ordinated through the forest
owners’ co-operative. The average size of clear cuttings is estimated to be approximately 3.2 ha.
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Norway is active in intranational forest conservation efforts (Box 2.3). It was one of the earliest participants
in the Programme for the Endorsement of Forest Certification (PEFC), an independent third-party
certification system for forest products. Norway first joined PEFC in 1999, and its standard was first
endorsed in 2000. It has subsequently been reviewed every five years, most recently in 2016. The system
is now in its fourth revision, which covers 2020-22. Norway’s standard covers activities related to forest
management responsibilities and planning, felling and forestry operations and special environmental
values (PEFC Norway, 2016(1g)).

Box 2.3. Norway is a leader in international forest conservation

Norway’s International Climate and Forest Initiative (NICFI) is its biggest development co-operation
programme in climate and environment. NICFI makes up more than half of environmental and
sustainable development assistance expenditure since 2009. Most of NICFI’s activities address forest
and land-use policies and planning. This includes law enforcement, Indigenous People’s territories and
forest protection, combined with sustainable development, global drivers of deforestation and
deforestation-free supply chains and financial markets.

Norway’s approach to prevention of international deforestation and forest degradation has evolved
since NICFI’s inception in 2008. NICFI was initially set up as a payment mechanism focused on
establishing carbon markets for reduced emissions from deforestation and forest degradation (REDD+).
NICFI has also given attention to green development, and sustainable food and land use systems within
planetary boundaries. It is one of the three national participants in the Lowering Emissions by
Accelerating Forest Finance (LEAF) Coalition, which was set up in April 2021 after the Leaders’ Climate
Summit. The LEAF Coalition works to halt deforestation by financing large-scale tropical forest
protection through a public-private partnership. A growing number of the world’s leading companies
take part in LEAF. In November 2021, LEAF signed letters of intent with five tropical forest countries
(Costa Rica, Ecuador, Ghana, Nepal and Viet Nam) and memoranda of understanding with eight
Brazilian states.

Addressing drivers of deforestation requires creating an enabling environment and more incentives for
transformational change. This results in a bigger and more development-focused approach than
payments for emissions reductions. NICFI has an advantage over other development partners that use
annual budgeting: it can take a longer-term perspective on results and make use of results-based
finance. It has a portfolio of projects and can redirect funding across them according to performance.
In the past, NICFI has tried to increase its impact by leveraging its funding through co-financing with
partners. This will continue through the LEAF Coalition and in other partnerships. Future approaches
may better focus on its comparative advantages and institutional capacity.

Source: Country submission.

While forest land area is relatively stable, the total forest biomass is growing strongly. Harvests of around
10 million metric tonnes (MMT) per year are significantly below the annual growth rate (25 MMT)
(Figure 2.8). The annual growth rate has been at or near its highest recorded amount continually since
2003, nearly double the amount since the start of record keeping in the 1930s. These growth levels are
the consequence of longstanding forestry management activities that have reduced the age structure of
the forest and promoted large-scale replanting.

The amount of carbon absorbed by forest growth is equivalent to about half of the total annual human-
induced greenhouse gas (GHG) emissions in the country (Section 1.3). Norwegian forest policy recognises
the important role of forests in combating climate change. Consequently, it aims to maintain a high level of
wood production. This, in turn, aims to maintain a high annual growth rate and carbon sequestration in
forests, while providing climate-friendly raw materials for a range of applications.
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The high annual carbon uptake of forest area does not count towards Norway’s Nationally Determined
Contribution, as it is part of the policy baseline. However, increases in uptake above this baseline do count
towards targets, leading to several actions to increase the forests’ capacity to sequester carbon. These
include measures for increased seedling density on regeneration sites, enhanced breeding of forest
seedlings and fertilisation of forest stands. The amount of extra uptake is small but will increase over time.

Figure 2.8. Forest biomass growth is well above the rate of harvest
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Note: Total biomass and increment, including spruce, pine and broad-leafed forests. One cubic meter of biomass contains approximately one
metric tonne of carbon that has been extracted from the atmosphere.
Source: Statistics Norway (2021), "The National Forest Inventory", StatBank (database).

StatLink sw=r https://stat.link/hbvc91

2.2.4. Changing agriculture practices and the quality of cultural landscapes are closely
associated

Agricultural landscapes are important ecosystems that provide services such as food production, animal
feed production, pollination and biodiversity. Agricultural activity creates a large number of different semi-
natural landscapes. The cultural and ecosystem value of these landscapes depends on how they are used,
making this landscape type uniquely intertwined with human activity. Around 50% of threatened species
are linked to cultural landscapes and open lowlands. Mowing and grazing help maintain important
habitat types in agriculture, such as hay meadows and coastal heaths (Landbruks- og matdepartementet,
2016117).

The interplay of ecosystems with human activity can be seen in the rapid decline of farmland bird species
compared to other Nordic countries (Figure 2.9). The sector’s transformation from low productivity, labour-
intensive methods into more capital-intensive systems has altered the way it interacts with the landscape.
Some landscape types such as hay fens have been red-listed as a result. This change is just as important
as land conversion in terms of the effect on threatened species that depend on agricultural landscapes.
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Figure 2.9. Norway’s farm bird populations are declining more strongly than in neighbouring
countries
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Note: Index for Norway includes eight species: Alauda arvensis, Emberiza citrinella, Hirundo rustica, Motacilla alba, Numenius arquata, Saxicola
rubetra, Sturnus vulgaris and Vanellus vanellus. The indices are geometric means of national population indices for the included species. Since
2009, all data have been extracted from the national network for monitoring common breeding birds (TOV-E). This includes point censoring in
a national network comprising approximately 500 sampling routes, https://tov-e.nina.no/hekkefugl.

Source: OECD (2021), OECD Agri-Environmental Indicators (database).

StatlLink = https://stat.link/2h3opf

Roughly one-third of active agricultural area is used to grow arable crops (327 000 ha in 2018, including
500 ha of fallow land), a share that has declined by 5% over the last 20 years (Statistics Norway, 20211g)).
The balance of agricultural land is mainly pastures, meadows and other permanent grasslands typically
used for grazing pastures or harvesting of grass. Agricultural land use is largely determined by the small
share of land that is technically feasible for farming combined with national policies designed to maintain
and distribute production. The agricultural areas with the best growing conditions are dedicated to grain
cultivation, while those with less favourable ones are used for animal husbandry. Policies in place maintain
this distribution of production types, which maximises grain production.

Norway’s levels of nitrogen and phosphorus surpluses, which place pressure on soil water and air quality,
are among the highest in the OECD (Figure 2.10).
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Figure 2.10. Nutrient surpluses remain high in Norway despite declines across the OECD

Nutrient surpluses per agricultural land area
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Note: Manure accounts for 57% of phosphorus inputs and 47% of nitrogen inputs. Nutrient surpluses per agricultural land area (in hectares) are
measured as the difference between the total quantity of nutrient inputs entering an agricultural system (mainly fertilisers, livestock manure),
and the quantity of nutrient outputs leaving the system (mainly uptake of nutrients by crops and grassland).

Source: OECD (2022), “Environmental performance of agriculture — nutrients balances”, OECD Agriculture Statistics (database).

StatLink Sa=r https:/stat.link/2i91d3

Total agricultural area has been stable over the long term, varying from a low of 0.90 million ha in 1976 to
1.05 million ha at its height in 2001. It was 0.985 million ha in 2021. Agricultural land used for farming
reduced on average by 0.5% per year between 2006 and 2016. Unlike the OECD as whole, which has
seen reduction in agricultural lands for all uses, the decrease in Norway affected only cropland (-0.7% per
annum), while permanent pasture marginally expanded (0.3% per annum). Agropastoral systems make
extensive use of unimproved pasture across the country. Agricultural area under organic certification
expanded quickly from 1995 until 2012, reaching a maximum of 50 000 ha. Since then, it slowly declined
to 4.7% of the total farm land in use in 2018, below average for the European Union (EU 27.8%) (OECD,
2021119)).

The most productive agricultural areas are often near towns and are flat, accessible and cost efficient for
development. This has led to a strong correlation between conversion of farmland and urban areas.
Overall, 23% of the total conversion of farmland took place inside urban areas (Figure 2.11). Furthermore,
27% took place close to, and less than 1 km outside urban areas. Scattered development in rural areas
(at least 3 km from the urban areas) accounted for 31%. In 2004-15, as much as 12% of all cultivated land
in urban areas was converted to built-up areas. The corresponding share for locations less than 1 km
outside urban areas was 1.1%. Residential areas constituted the greatest share of the converted land. A
total of 2 530 ha of farmland was converted to residential areas, of which 80% was used for single-unit
dwellings and semi-detached houses (Gundersen, Steinnes and Jostein Frydenlund, 2017 207).
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Figure 2.11. Most agricultural land near settlements is converted to residential or recreational use

Converted agricultural area by distance from settlements and purpose, 2004-15
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Source: Gundersen et al. (2017), Nedbygging av jordbruksareal. En kartbasert undersakelse av nedbygging og bruksendringer av jordbruksareal
[Degradation of Agricultural Land. A Map-based Study of Degradation and Changes in the Use of Agricultural Land].
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Agriculture emissions in 2019 were 4.4 million tonnes of CO2 equivalent (CO2-eq), a decrease of 6.4%
since 1990 (OECD, 2021p9). GHG emissions from the agricultural sector represent 8.8% of total
Norwegian emissions and 18% of non-ETS obligations. Objectives for agriculture are to reduce GHG
emissions’ intensity in production, increase the uptake of CO2 and adapt production to a changing climate.
The role of agriculture in Norway’s climate change reduction plans was outlined in a voluntary agreement
between the government and the main farmers’ organisations, Norges Bondelag and Norsk Bonde- og
Smabrukarlag.

According to the EU Land Use, Land-Use Change and Forestry (LULUCF) Regulation, Norway has
committed to ensure that emissions do not exceed removals overall for the land-using sectors. As
mentioned earlier, the baseline forest uptake of COz is not counted, which actually makes forestry one of
the largest LULUCF emitters under current EU accounting rules (Figure 2.12). Agricultural emissions are
largely flat. Limiting conversion of peat bogs to agricultural land is one of the main tools available to control
net LULUCF emissions. This would potentially save 450 000 tonnes CO:2-eq for 2021-30, based on an
assumption that the restrictions would prevent conversion of 200 ha per year.

Reduced GHG emissions from agriculture are in tension with the goal of increased food production. The
potential for carbon leakage is cited as a reason to be less aggressive with respect to mitigation in
agriculture [Meld. St. 11 (2016-2017]). For agriculture to continue to be exempt from carbon taxation and
other measures applied elsewhere, the sector must make a good-faith effort to reduce emissions. To follow
up the 2019 letter of intent, the agricultural organisations drew up a climate action plan for the sector,
published in 2020. This sets out how the agricultural sector intends to achieve the target through action in
eight defined focus areas.
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Figure 2.12. Deforested land is the largest source of GHG emissions from LULUCF
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Note: LULUCF: land use, land-use change and forestry. Preliminary calculations of the projections of all land-use categories in the LULUCF
sector. Agriculture uses (crop and grassland) have almost no projected impact on the LULUCF total. Under the EU forest management
accounting rules, it is possible to exclude managed forest land emissions (so-called compensation) if the European Union has net removals and
for countries with plans to increase removals in forest management.

Source: Norwegian Institute of Bioeconomy Research via Ministry of Climate and Environment (2019), Norway’s National Plan related to the
Decision of the EEA Joint Committee No. 269/2019 of 25 October 2019; and Ministry of Climate and Environment (2020).

StatLink Sa=r https:/stat.link/Ozvio4

The plan is under the responsibility of the farmers’ union and sets a voluntary target of 5 million tonnes of
COz2-eq of abatement of GHG emissions and removals from agriculture between 2021 and 2030. This
equals about 10% of 1990 emissions from agriculture on an annual basis. The plan has eight focus areas:

Deployment of a climate calculator and increased investment in climate advice. By the end of the
plan, all farms should be using the climate calculator and have been offered climate advice.

Targeted efforts to improve roughage quality and use of feed additives, livestock breeding in
cattle, sheep and pigs, and improved animal health.

Adoption of machinery that runs on electricity, biofuels, biogas or hydrogen.

Adoption of fossil-free heating sources.

Better use of fertilisers through more environmentally friendly spreading methods, better storage
capacity and timing.

Increased use of livestock manure for biogas production to reduce GHG emissions in both
agriculture and other sectors.

Use of cover crops, biocarbon and grazing to remove carbon from the atmosphere and store it in
plant biomass and soil.

Development and application of new technologies that reduce GHG emissions and increase
carbon storage.
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Policy implementation regarding production and environmental objectives is not well balanced

Agricultural policy has four overarching goals: food security, agriculture across the country, increased value
creation and sustainable agriculture with lower GHG emissions. Support payment rates vary by commodity
and location to ensure a certain distribution of production in all regions (“canalisation” payments). State
funding strongly shapes the agriculture sector; it accounts for more than half of farm incomes, among the
highest in OECD countries (Figure 2.13). Each farm receives an average support of NOK 680 000 (about
USD 72 200) per year (OECD, 202121;). Production support makes up 93% of total support to agriculture.
Border protection results in effective prices received by farmers that were on average 1.8 times higher than
world prices in 2018-20. Policy spending is focused on production, distribution and farm income objectives
with relatively little spending on environmental sustainability objectives (OECD, 2021119)).

Norway needs to better balance environmental policy goals with other objectives for the sector (OECD,
20211217). Environmental performance and the efficient creation of value added along the food chain are
both compromised by support policies linked to production levels. Payments based on output incentivise
production and risk over-use of natural resources. Moving to more decoupled support, even while
maintaining payment rates that are adapted to different locations, would be more efficient.

Figure 2.13. Producer support in agriculture remains among the highest in the OECD

Producer Support Estimate transfers as a share of gross farm receipts, 2020
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Note: Producer Support Estimate is the annual monetary value of gross transfers from consumers and taxpayers to agricultural producers,
measured at the farm gate level, arising from policy measures that support agriculture, regardless of their nature, objectives or impacts on farm
production or income. It includes market price support, budgetary payments and budget revenue forgone, i.e. gross transfers from consumers
and taxpayers to agricultural producers arising from policy measures based on current output, input use, area planted/animal
numbers/receipts/incomes (current, non-current) and non-commodity criteria.

Source: OECD (2021), “Producer and Consumer Support Estimates”, OECD Agriculture Statistics (database).

StatLink =P https:/stat.link/ximvOt

Direct payments to farmers should be made conditional on proper implementation of an environmental
plan. In addition, more can be done to internalise pollution externalities, especially for nutrient surpluses.
Farmers can be aided through more targeted advice on sustainable technologies and practices. Moreover,
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Norway should provide greater flexibility and stronger incentives for farmers to improve agri-environmental
outcomes and develop climate-smart agriculture.

Soil protection policy is aimed at maintaining the resource base for food production. Norway has
established a target of converting no more than 400 ha of cultivated land to other uses per year. This goal
has been met in the last several years, but conversion rates were higher in the past. In 2004-15, 9 760 ha
of agricultural land were converted to other uses. This is equal to just under 1% of total agricultural land
area. Total agricultural land is just one factor determining ecosystem services from these landscapes,
which depend in part on the way the land is farmed. From this perspective, an overall limit on land
conversion is not a precise instrument. Moreover, maintaining agricultural land has important trade-offs for
development, especially for housing. More flexibility in those areas where development needs are highest
can bring net benefits.

While policies are designed in part to maintain the presence of small farms, average farm sizes have been
increasing. Sector participants have invested strongly in capital to increase productivity and counteract the
effects of labour outflows from the sector. Policies also exist (such as the Allodial Act) to encourage
farmland to remain in the same family. This is intended to maintain family farms, but it leads to
fragmentation of farmland ownership and a situation where the inheriting landowner may live in the city
with someone else operating the land. This may result in under-use of land or poor land stewardship that
leads, in turn, to a decline in the quality of agricultural land and reduced ecosystem services from it.

Maintaining ecosystem services from agricultural land cannot depend on preserving traditional agriculture
structures and systems. Modernisation of the sector is desirable and likely inevitable. More flexibility in
farmland markets can improve the structure of farm enterprises and the husbandry of farmland, with
associated benefits for the environment. These benefits will be contingent in part on the presence of
policies that encourage improving the quality of natural capital of farmland and the production of ecosystem
services from it.

The Selected Cultural Landscapes in Agriculture (Utvalgte kulturlandskap i jordbruket, UKL) initiative
supports farmers who want to make an extra effort to care for the cultural landscape in selected areas.
The investment is based on voluntary agreements between the state and landowners. Co-ordination of
these cultural landscapes nationally is the responsibility of the Norwegian Directorate of Agriculture, in
collaboration with the Norwegian Environment Agency and the Norwegian Directorate for Cultural Heritage.
Each of the selected areas is co-managed by the municipality, landowners and agricultural enterprises, in
collaboration with regional agricultural, natural and cultural heritage management. The initiative had a
budget of NOK 37.3 million (about USD 4 million) in 2020 (Landbruksdirektoratet, 202022;), an increase
from NOK 12 million in 2016 (USD 1.4 million). However, this is only a small part (0.01%) of total
agricultural support expenditure, which was NOK 26 billion (USD 2.8 billion) in 2020.

2.2.5. Development pressures on the environment are growing but uneven

Compared with the rest of Europe, Norway’s population has a large number of small and medium-sized
cities spread over a large geographical area. The most central parts of the country, mostly in Norway’s
south, have the highest population growth and are the most attractive to immigrants. However, there are
two major trends. On the one hand, the urban population in Norway’s larger cities and surrounding areas,
is rapidly growing (only ten cities have more than 50 000 inhabitants). On the other, the population living
in smaller settlements in remote regions (still most people) is shrinking and ageing. This implies two
different realities among these groups in terms of environmental impacts and ambitions, and the economic
pressures they face. These differences can be expected to manifest in the objectives and outcomes of
municipal planning.
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Migration from rural to urban zones, particularly to the Oslo region, is expected to change the demand
structure for ecosystem services, as urban and rural populations generally have different preferences in
this regard (Figure 2.14). Urban populations may favour non-use or indirect ecosystem benefits, while rural
populations make more direct use of ecosystems (such as for hunting and fishing).

Figure 2.14. People move from remote regions to larger cities

Drivers of population growth by type of regions, average yearly growth rate, 2016-21
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Note: Remote cities include municipalities where the commuting distance to a large or small regional centre is more than a one hour drive.
Source: Ministry of Local Government and Modernisation (2021), Regional Development Trends 2021.

StatLink sa=ra https:/stat.link/y90ewa

Demographic changes and population movements can affect ecosystem quality, as land-use changes
have been the main driver of changes in ecosystem services and biodiversity (Miljoverndepartementet,
2011p23)). A government objective is to maintain the settlement pattern and slow or stop rural depopulation.
Planning is important in this regard, as well-designed communities with connection to green spaces and
a vibrant economy can make small towns and rural regions as a whole more attractive to population,
visitors and business (Kommunal- og moderniseringsdepartementet, 202113)).

Development pressure is reflected in planning guidelines, which call for sufficient housing construction in
areas that face housing market pressure. In this regard, the guidelines emphasise good regional solutions
across municipal boundaries (Kommunal- og moderniseringsdepartementet, 201424;). These guidelines
try to strike a balance among addressing pressure on housing markets, providing opportunities for
development where needed and maintaining sustainability standards. For example, they prioritise infill
development close to the city centre (which also contributes to the zero increase in vehicle traffic objective).
They note the objective of agricultural soil protection but state this must be balanced against the needs of
society at large. There is more flexibility in areas with low development pressure that need to increase the
attractiveness of settlement areas.

Population migration and growing affluence have increased demand for secondary residences for leisure
purposes outside of urban areas. The COVID-19 pandemic has amplified this trend. There has been
correspondingly large growth in the number of holiday homes being built — in mountain areas but also
along the coast. This amount of new home construction is expected to continue. Most of this development
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is infill of existing areas, but a significant share is in the form of diffuse development of scattered homes or
new areas.

Part-time housing can be important for municipalities’ finances and for land use. For many shrinking
communities, holiday homes are the only realistic development opportunity. Several communities have
more part-time than permanent residents (Figure 2.15). Many holiday homes are former farms, signalling
an economic transition in the local community from agriculture to services and tourism.

Figure 2.15. Demand for secondary residences is growing
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Source: @stlandsforskning (2021), “Knowledge status holiday homes 1 June 2021”.
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The overlap between those area types planned for development and those likely in need of increased
protection means that development activities need to be tracked and co-ordinated. This tracking would aim
to ensure that development does not prevent achievement of national objectives for threatened species
and protected areas. This requires a system that connects diffuse development activities with their
expected cumulative environmental impacts. Such a system should feed information on expected impacts
into land-use planning to help co-ordinate protection of biodiversity. Municipalities must already send their
area plans to a national database in a manner that allows this information to be analysed (Steinnes,
2018p25)). EIA connected to a proposal is the main mechanism to identify these impacts. Regional and
municipal plans identify related priorities with respect to land conservation and development. Both of these
processes would be improved with greater integration of data on the overall state of the environment and
the pressures on it. Chapter 1 also discusses how local EIA can be improved.

2.3. Protected areas

Norwegian protected areas have evolved through devolution of authority to local control. The first large
protected areas were established following the Nature Preservation Act (1954) and drawing on national
park plans developed by the Nature Conservation Council. Management of protected areas was largely
top-down and based on “purist values”. These promoted the absence of human influence as the most
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important reason for protecting nature. The first national parks were established on state property in remote
areas where traditional uses were allowed to continue. An amendment to the Nature Conservation Act
(1979) that harmonised protected area planning with land-use planning legislation strengthened local
participation in protected area management during the 1980s. A two-step process provided for negotiation
on the designation, boundaries and regulations of protected areas before sending the plan for local
hearings and municipal review (Hausner, Brown and Laegreid, 20152)).

Today, protected areas are established under the 2009 Nature Diversity Act, with main emphasis on
national parks, protected landscapes and nature reserves. The Act establishes a framework for protected
areas, including general purposes and individual categories, general rules on permitted and prohibited
actions, and governance (Fauchald and Gulbrandsen, 201237;). There will often be conflicts of goals
related to protection, with a need to weigh the preservation of natural values against other societal interests
(Norwegian Environment Agency, 2017 2g)).

Protected marine and land areas are the most important policy tool for species and habitat protection, with
other protection actions taken only as needed. When habitat protection alone is deemed insufficient, a
species may be given priority status under the Nature Diversity Act. This makes it possible to prohibit all
removal, damage to or destruction of the species in question. Protected areas make up just over 17% of
Norway's mainland area. This is an increase from the 15% protected since the last Environmental
Performance Review, meeting Norway’s Aichi target for land protection. In the same period, Norway has
added 4 000 km? of protected areas, including 656 new protected forest areas, 10 marine protected areas
and 3 new national parks. The 40 mainland national parks represent around 10% of total protected area,
with most of the rest managed mainly through the Planning and Building Act (PBA). This comprises more
than 3 000 specific sites (Table 2.2). A smaller share of territorial waters, 3.5%, is protected, although
Norway has committed to preserving 30% of marine areas as protected spaces. Considerably larger
portions of land area in Svalbard (67%) and Jan Mayen (nearly all) are protected. About 87% of Svalbard’s
territorial waters and all of Jan Mayen’s out to 12 nautical miles are protected areas.

Table 2.2. Protected areas in mainland Norway by amount, percentage and count, 2020

Protected Protected Proportion of  Protected Proportion of Number of
area total land area protected seaarea  protected sea area - protected
(km?) (km?) land area (%) (km?) territorial waters (%) areas

All protection purposes 61962 56 799 18 5162 4 3170
National parks 33070 31614 10 1456 1 40
Nature reserves 9159 7554 2 1606 1 2457
Landscape protection areas 18 320 17 247 5 1073 1 196
Marine protected area 1081 0 0 1081 1 16
Other protections 643 393 0 250 0 462

Note: Some protected areas belong to several protection categories. Total protected area is therefore smaller than the sum of protected area
for all categories.
Source: Statistics Norway (2021), “Protected areas”, StatBank (database).

The amount of protected land in Norway exceeds the OECD average and many of its Nordic neighbours
(Figure 2.16). However, the amount of protected land is less than the EU average. Aichi target 11 covers
area-based conservation measures. Norway’s corresponding national target is that “a representative
selection of Norwegian nature will be maintained for future generations”. Promoting the conservation of
“the full range of variation of habitats and landscape types” is mentioned in Section 33 of the Nature
Diversity Act in a list of the objectives of establishing protected areas. Others include the conservation of
endangered natural environments and major intact ecosystems.
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Figure 2.16. Protected area in Norway meets its Aichi 2000 target

Terrestrial protected areas as percentage of land area in OECD countries, 2016-21
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Note: Data exclude protected areas in overseas territories. In Norway, the share of terrestrial area protected, including Jan Mayen and Svalbard,
is about 25%. Right panel: Protected areas under management categories of the World Conservation Unit (IUCN) classification. Strict nature
reserve and national parks reflect the highest level of protection.

Source: OECD (2021), “Protected areas”, OECD Environmental Indicators (database).
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Protected zones are identified in co-ordination with county governors and local governments, but
identification itself does not ensure protection of areas of high merit. For example, some recently proposed
national parks were cancelled due to lack of local acceptance (Norwegian Environment Agency, 202129)).
Local acceptability is important. However, if the designation of an important natural area is purely a
negotiation, this can make it more difficult to meet national objectives for conservation. As one sign of the
important role of local economic trade-offs, most protected areas are high mountainous areas, with
relatively little forest, coast or sea areas protected (Figure 2.17).

Norway is well below the OECD average for marine protected areas and failed to meet the Aichi target.
According to the World Database on Protected Areas (WDPA), Norway protects 0.9% of its Exclusive
Economic Zone (EEZ), compared to 21.5% (OECD), 18% (Denmark), 15.7% (Sweden) and 12% (Finland).
Iceland is the only Nordic country that protects a smaller share of its EEZ, at 0.4%.

Large, contiguous protected zones are more effective at protecting biodiversity and threatened species.
Many protected areas in Norway are small, in particular for habitat types most at risk (Norwegian
Environment Agency, 20172g)). In addition, protected areas along the western coast and northern Norway
are often isolated from each other, especially wetlands. The protected areas along the mountain range in
southern Norway and the Swedish border in the north have good connectivity (Framstad et al., 2012j301).

Protected areas with a broad range of vegetation zones offer some protection against the effects of climate
change, as species can migrate to different climatic zones within the same area. Only 5% of protected
areas have climate variation over three vegetation zones or more, while only 8% include more than two
vegetation zones. Many smaller protected areas have little variation in climatic conditions (Norwegian
Environment Agency, 20172g)). Including more vegetation zones in a single protected area would make
these ecosystems more resilient to climate change and provide better habitat for species requiring large
areas.
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Figure 2.17. Ocean and forest areas are relatively little protected
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Source: Norwegian Environment Agency (2020), Norway's environmental status, https://miljostatus.miljodirektoratet.no/norgesmiljostatus.

Management of larger protected areas is devolved to 48 local management boards, an outcome described
as a “grand experiment with delegation of authority” (Fauchald and Gulbrandsen, 201227;). This devolution
was part of a comprehensive reform of national parks and protected areas. The budget for the management
of protected areas (e.g. costs related to the boards, national park managers) has increased from
NOK 60.1 million (USD 7 million) to NOK 85 million (USD 9.9 million) over 2014-21.

These protected area boards manage clusters of national parks, protected landscapes and nature
reserves. The responsibility for small protected areas has been delegated to many municipalities (Hausner,
Brown and Leegreid, 2015p¢)). Part of the reason for this devolution is to obtain local buy-in for
environmental protection. The earlier, more centralised conservation management approach was viewed
as bureaucratic and prioritising nature values over local values and user interests. Local resistance and
conflict reduced its effectiveness.

Delegation of responsibility has reduced conflict between governments regarding protected areas.
However, it has also led the management of some protected areas to become more responsive to local
interests, potentially at the expense of national ones (Hovik and Hongslo, 2016;31;; Falleth and Hovik,
2009321). That said, there is evidence these management boards, which report to the Norwegian
Environmental Agency, try to fulfil their obligations faithfully and can raise local awareness and anchoring
(Hovik and Hongslo, 2016(31;). Thus, the management boards provide a useful balance between local and
central government responsibility. The government has established an action plan to strengthen
management of protected areas, with emphasis on increased staffing, improved mapping and
measurement, and preparation of strategies.

Management boards must address the fundamental challenge of balancing conservation and sustainable
use in protected areas. However, they are committed to doing this within the rules set by the government
for each protected area. If they consider the board decisions to be in conflict with the established rules,
non-governmental organisations and other stakeholders can complain to the Norwegian Environmental
Agency. These boards have more promise of finding this balance than either a fully centralised or a fully
devolved system. Other forms of co-management of protected areas between different levels of
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government can be found in Sweden, Scotland and Austria; this approach is also reflected in Norway’s
River Basin Management System.

2.3.1. Protected area policy focuses on improving quality of coverage rather than
increasing overall area

The system was largely established between 1985 and 2000, a period that saw a rapid increase in
protected areas (Figure 2.18). After 2000, increases in protected areas have been gradual. They have
focused on coverage of areas of special interest, including conserving a representative sample of all
landscape types for posterity. In the Nature for Life report, the government indicated that protected areas
are largely sufficient and that no major expansion of protected areas was needed (Ministry of Climate and
Environment, 2015(4)).

Figure 2.18. The protected area network has been relatively stable since 2011
Trend in protected areas, 2000-20
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Note: Areas on Svalbard are protected according to the Svalbard Environmental Protection Act and areas on Jan Mayen are protected according
to the Act of Jan Mayen and are not included. Landscape protected areas: flora and fauna protected areas. Since 2006 data also include nature
relics with an area protection and biotops protected by the Act relating to Salmonids and Fresh-water Fish and the Wildlife Act. Other
protection: areas with flora- or fauna protections are also included.

Source: Statistics Norway (2021), “Protected areas”, StatBank (database).

StatLink Sa=r https:/stat.link/ip42nr
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The greatest need for additional terrestrial protection is in coastal areas and the south (Framstad et al.,
2010gs3)) (Figure 2.19). Several of the less protected habitat types appear on the Red List for habitat types.

Figure 2.19. Most areas needing additional protection are in the south

Areas needing additional protection Protected areas

Share of protected areas (%)

] 26-81
Unmet needs B 82-137
B low B 138-193
[ medium Bl 194-248
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Note: The distribution of unmet protection needs is based on NINA's assessments and derived from the division of vegetation zones in Norway.
Source: Norwegian Environment Agency (2017), Forslag til plan for supplerende vern - Miljgdirektoratets anbefalinge - Proposed plan for
supplementary protection [The Norwegian Environment Agency's recommendations); Framstad et al. (2012), Naturfaglig evaluering av norske
verneomrader. Verneomradenes funksjon som akologisk nettverk og toleranse for klimaendringer [Scientific evaluation of Norwegian protected
areas. The protected areas' function as an ecological network and resilience to climate change]; Statistics Norway (2016), Norwegian Mapping
Authority.

While there is a need for additional protection of certain areas, this will be challenging. Most potential sites
are either small, already affected by human activity or potentially affected (Norwegian Environment
Agency, 20172g)). In municipal area plans, areas set aside for agriculture, nature and outdoor purposes,
as well as reindeer husbandry (LNFR areas), make up 87% of total planned area. LNFR areas have special
development restrictions and allow only “scattered” dwellings. However, 75% of the remaining area
planned for development is forest or open land, the two most important types for endangered species
habitats (Steinnes, 201825)).

Many areas identified as worth protecting are in densely populated areas with intensive use of land for
agriculture, industry, infrastructure and housing construction. This means development pressure will
remain, as well as risk of increased fragmentation of associated ecological networks. Without a means of
comprehensive and predictable protection of such areas, the national goal of representative conservation
of Norway’s areas is at risk (Norwegian Environment Agency, 201934;). Such areas that are simultaneously
valuable for economic development and for a high level of ecosystem services pose a particular challenge
for policy makers.

Conflict between social/economic versus environmental objectives may be an unavoidable part of area
protection. Much of the land planned for development is of the types most relevant for threatened species.
As mentioned, 75% of planned development is on forested or open land. Of this, agricultural land accounts
for 6% of all land planned for development but 17% of land planned for residential development. Wetlands
account for 9% of planned development area. Most of this is foreseen near urban centres; only 10% of
residential development is planned for areas more than 5 km from a town (Steinnes, 201825)). Large-scale
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development of secondary residences is expected to continue, especially in the central municipalities. The
total area planned for development as of 2019 was 2 777 km?. Of this, 56% is forest and 20% is open land
composed of agricultural land and wetlands (Rerholt and Steinnes, 202035)).

2.3.2. Expanding the protected area network and the voluntary forest protection scheme

According to the Biodiversity Act, habitat types and ecosystems that are poorly represented in the protected
area system should be progressively integrated into new or existing areas. This will ensure that threatened
areas are conserved and a representative sample of Norwegian nature will be protected for future
generations. Additional protection can also increase the robustness of protected areas.

The Norwegian Environmental Agency found deficiencies in area protection in all regions of Norway,
including area types on the Red List for habitat types (Norwegian Environment Agency, 2017 2s)). Its report
found that not all habitat types requiring additional protection had examples worthy of protection, as many
were too small or of poor quality.

The 2017 report started a process whereby county governors suggested areas suitable for additional
protection. A May 2019 report describes 1 300 new protected sites, plus modification of some existing
sites. Of these, 275 sites with a total area of 584 km? are ecosystem types that are either under-
represented in protected areas or are in parts of the country with low protection coverage. For context,
existing protected area is about 24 000 km?2. The report also covers wetland areas in the region of Finnmark
and proposed new national park areas as separate categories.

In the second phase, the Ministry of Climate Change and Environment will act on recommendations from
the Norwegian Environmental Agency. To that end, it will proceed with protection plans under the
Biodiversity Act. Related to the costs of compensation and establishment of new protected areas, the
operating budget of the agency was increased by NOK 18 million (USD 1.9 million) in 2020. Grants for the
care of endangered species and habitat types increased from NOK 33 million (USD 3.8 million) to
NOK 42.8 million (USD 5 million) over 2013-21.

Protected area for forests is expanded through a process separate from other ecosystem types. For other
land types, the government has discretion to designate a protected area, paying compensation after the
fact (though local opposition may still be a decisive factor). For privately owned forest land, protection is at
the discretion of the land owner. As a starting point, the authorities define priorities for the type of forests
in the selection process. Private forest owners then suggest potential areas, which authorities evaluate. If
the suggested area qualifies for protection, negotiations for compensation begin. If successful, the private
owner receives a payment and the land is given long-term protected area status. This is done in
co-operation with the Forest Owners’ Association. The budget for forest protection has nearly doubled
since 2013 and reached NOK 435 million (USD 50.6 million) in 2021.

A voluntary process for forest protection may be a pragmatic approach to this sensitive and often valuable
land type, reducing conflict between landowners and government. However, it cedes control over
outcomes as the government cannot target specific forest areas for protection, only choose among those
sites offered. When threatened species depend on protection of specific forest areas, the government’s
capacity to act can be significantly constrained (Box 2.4).
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Box 2.4. Voluntary protection of forest land can put species at increased risk

Trendelaven, Erioderma pedicellatum, is a rare lichen that is critically endangered both in Norway and
in the world. This small lichen is coloured grey-blue to grey-brown with reddish-brown spheres, which
are the fruiting bodies. It is only found in places with high humidity, which in Norway means two habitat
types: boreal rainforest in Nord-Trgndelag and a brook gorge in Hedmark. Today, the species can be
found only in one site: the brook gorge in Hedmark, and this is the only remaining known site in Europe.
It can only be saved if the site is not logged and the humidity does not change for other reasons.

Area protection is the only practical policy tool available for this species. However, an inter-directorate
group on threatened nature mandated to set out protection plans for endangered species declined to
put this species on its priority list. It reasoned the voluntary protection policy was uncertain. This leaves
the lichen without a protection plan and subject to landowners’ forest harvest decisions for its survival.

Source: (Hovik and Hongslo, 2016315; NNV, 201136)).

Forests in Norway are vast, complex and diverse ecosystems that contain the largest share of all species.
Forest land is the most important habitat for threatened species, where protection is well below targets,
and for which the policy tool for protection is weaker than for other area types. This is a troubling
combination that puts protection objectives at risk. The approach prioritises reducing conflicts with
landowners, but conflict reduction for its own sake should not be a goal, however pragmatic.

2.4. Ecosystem quality outside of protected areas

2.4.1. Restoration, area neutrality or biodiversity offsets can help achieve national
objectives for nature protection

As many important nature types are threatened and good candidate areas for protection in acceptable
condition are not always available, restoring landscapes can help achieve biodiversity objectives. Until
now, bogs, other wetlands and watercourses were the focus of restoration activity. Norway invested
NOK 22 million (USD 2.6 million) in 2021 for such restoration measures in water management plans. For
2022, the government more than doubled the budget for restoring wetlands, watercourses, threatened
nature and removal of alien species from NOK 17 million (USD 2 million) to NOK 41 million
(USD 4.6 million).

The Norwegian Environment Agency has prioritised restoration projects in other ecosystems that can be
implemented quickly and with good probability of success (Hovik and Hongslo, 201631;). Restoration work
on some of these areas will startin 2022. It will begin inside protected areas on beach dune land, southern
established beach dune land and open shallow limestone land in the southern boreonemoral zone. An
important restoration measure will be removal of invasive alien species.

Area neutrality is an application of biodiversity offsetting that aims at no net loss of land-based natural
capital relative to a reference state. The likely cumulative negative impacts of land use and land
management decisions can be counterbalanced with measures to achieve equivalent gains elsewhere
(Cowie et al., 201837;). Such offsetting is appropriate only after all practical steps have been taken to avoid
and minimise impacts of the activity requiring offsetting. Area neutrality has been proposed as a solution
that could balance development with conservation goals.

Area neutrality should occur only within specific land types to ensure “like for like” exchanges. As part of
this, spatial characteristics such as ecosystem connectivity should be considered. Implementation should
be managed at the local level as part of land-use planning. Meanwhile, achievement is assessed at national
level according to objectives for landscape conservation, perhaps in the context of endangered habitats.
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Mandatory biodiversity offset programmes are likely to be a much more powerful instrument than voluntary
ones. The former tend to be more stringent, and associated with greater oversight, controls and the
possibility of sanctions for non-compliance (OECD, 20163s)).

There are several examples of such policies, also called biodiversity offsets, in OECD countries. One of
the oldest is the US Wetlands Mitigation programme designed to achieve “no net loss” in wetlands
(McKenney and Kiesecker, 201039)). In Europe, the Biodiversity Strategy to 2020 aims to ensure no net
loss of biodiversity and ecosystem services. It foresees “an initiative to ensure there is no net loss of
ecosystems and their services (e.g. through compensation or offsetting schemes)” (Tucker, Quétier and
Wende, 20200)).

Box 2.5. The US Wetlands Mitigation Programme shows area neutrality can work if carefully
implemented

Each year, thousands of mitigation projects are undertaken in the United States under Section 404 of
the Clean Water Act. Mitigation in the US Wetlands Mitigation Programme has at times been applied in
ways that appear arbitrary, to lack transparency or that are seemingly uncoupled from the amount or
type of impacts. However, these are fundamentally implementation issues and mitigation “design”
challenges rather than any inherent problem with the basic concept or legal underpinnings of mitigation.

Without national policies, mitigation will be decided on a project-by-project, ad hoc basis, which invites
arbitrary decision making. Ad hoc approaches are also time consuming for both oversight agencies and
developers, and add significant unpredictability for developers.

Mitigation done right can support efficient and defensible government decisions, predictability for project
proponents, and positive outcomes for communities and the environment. To achieve these benefits,
clear national mitigation policies are needed that provide direction on how to meet the obligations of
legal authorities and that establish a framework that can be applied consistently at the local level.
The success of mitigation projects depends on the following:

o carefully defined reference conditions

e afocus on groundcover restoration

e monitoring of plant and animal community structure, not just presence or cover of exotic or
nuisance species

e consideration of the sustainability of mitigation within the landscape
e afocus on achieving success criteria and not task completion

e good co-ordination and standardisation across regions

e adequate compliance responsibilities of the regulatory agencies.

Source: (Hough and Harrington, 2019u1); Chinners Reiss, Hernandez and Brown, 2007 42)).

2.4.2. Quality norms add an additional layer of protection

The Nature Diversity Act allows for establishment of quality norms for biological, geological and landscape
diversity when the biodiversity of a species or ecosystem has a negative status or trend. A norm could, for
example, set standards for the abundance of a species or nature type, or the ecological state of a species
or nature type.

Norms established under the Act are not legally binding but are considered stronger than policy
recommendations. A norm can lead to an action plan of measures for its achievement. Two such action
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plans are in existence, one for salmon and one for wild reindeer. Atlantic salmon are listed as “near
threatened” on the Norwegian Red List for Species.

Quality norms can support better decision making by providing a benchmark for planning and objective
setting. This can help close gaps between local planning and national objectives as part of an overall
system of ecosystem assessment and accounting.

An example of a successful quality norm is that in place for wild reindeer. Norway is subject to an
international obligation under the Berne Convention to protect wild reindeer herds and their habitats. As a
result, wild reindeer are a national responsibility. They require large areas, and their habitats extend across
municipal and county boundaries.

Wild reindeer were originally found in all mountain regions of Norway. However, due to human intervention,
Norwegian wild reindeer are now found only in 24 areas in the south, and the population is at risk of
fragmentation. Climate change is making grazing conditions for wild reindeer more difficult, and diseases
and parasites can have a negative impact on herds. For example, in 2016, the entire wild reindeer herd in
Nordfjella zone 1 was culled to fight chronic wasting disease. The quality norm is designed to ensure that
viable populations of wild reindeer are maintained in southern Norway, and to contribute to more
manageable and cost-effective management of wild reindeer.

The quality norm for reindeer sets values for good, medium and poor quality for wild reindeer in wild
reindeer areas. The goal is to maintain or reach medium quality for each reindeer area as soon as possible,
with a long-term goal of good quality. This goal may deliberately not be met in the face of important societal
interests. The bar for such exceptions is higher in established national wild reindeer areas.

The quality norm has three components: the condition of the herd, grazing availability (especially winter
forage) and human interactions with habitat (affecting the range and movement of the herd). Each area is
assessed every four years. The overall classification is determined by the worst-performing component.
For example, a wild reindeer area would be assessed as poor quality if human activity significantly restricts
the herd, even if the population and grazing conditions are good.

The Norwegian Environment Agency identifies reindeer areas for classification under the quality norm and
prepares a report explaining the assessed quality. Professionals carry out assessments supported by up
to two local representatives familiar with the wild reindeer area. If the quality norm is not reached, or is at
risk of not being reached, the Ministry of Climate and the Environment must prepare an action plan for
improvement. Such plans consider activities in the area and balance social interests.

To date, the agency has appointed nine Wild Reindeer Committees following proposals from municipalities.
These committees, among other things, approve stock plans and set annual hunting quotas. They also
participate in spatial planning in counties and municipalities (according to the PBA), with a view to
sustainable management of wild reindeer habitats.

2.5. Land-use planning

Best practice for spatial planning calls for an ecosystem approach to develop a multi-sector strategy that
balances and achieves environmental, economic and social objectives. In an ideal scenario, spatial plans
provide the environmental baseline and framework, including biodiversity targets, for strategic
environmental assessments (SEAs) of proposed land-use plans, and ElAs for specific projects (Tucker,
Quétier and Wende, 20200).

Setting quantitative and time-bound biodiversity targets can help inform the design and sizing of mitigation
and offsetting requirements for land-use plans. Spatial planning can, for example, identify target areas for
ecosystem restoration, green infrastructure and offsetting. Norway is setting the stage with NiN ecosystem
quality targets and quality norms for species and habitats as called for in the Nature Diversity Act. However,
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these targets are not fully integrated into planning. Norway is not alone in this regard. Only a few regions
in the European Union develop large-scale terrestrial spatial plans that identify desired land uses with
respect to environmental, social and economic needs. Moreover, not all countries explicitly address
biodiversity in spatial planning by identifying areas of land with different levels of biodiversity importance
and protection to achieve biodiversity objectives (Tucker, Quétier and Wende, 2020(40)).

The national government manages its activities related to spatial planning through five main mechanisms.
These are marine management plans, river basin management plans (RBMPs) (for ecosystem-based
management of marine and coastal waters, and rivers and lakes), sectoral legislation, the PBA and the
system of national parks (Figure 2.20). In addition, the government may take direct statutory action to
preserve important habitat areas or designated species. Sectoral ministries and agencies are
systematically involved; it is a principle of Norwegian environmental policy that each sector deals with
pressures and impacts resulting from its own activities.

Figure 2.20. Different domains have different approaches to spatial planning
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Land regulation is seen as fragmented, with a complex division of authorities across sectors and between
decision levels. A sector-based focus and division of responsibilities is in principle not a problem as long
as authorities can co-ordinate. In many cases, however, one body’s decisions will affect or interfere with
another’s areas of responsibility. Given interests are not always compatible or comparable, legislation
allows broad discretionary assessments to balance conflicting interests. However, some sector bodies may
face considerable pressure to deliver on sector-specific objectives at the expense of other important
considerations (Ministry of Local Government and Modernisation, 201443)). For example, sector agencies
may be under pressure to maintain timber or agriculture production levels, or complete transportation
networks.

At the national level, the Ministry of Agriculture and Food (LMD), the Ministry of Climate and Environment
(KLD) and the Ministry of Local Government and Regional Development (KDD) have the greatest
responsibility for land management. KLD manages environmental legislation, including area protection,
coniferous forest protection, game management, water management, inland fisheries management, motor
traffic and nature supervision, and cultural heritage landscapes. The Norwegian Environment Agency and
the Directorate for Cultural Heritage are government agencies under KLD but operate independently in
many individual cases. The Norwegian Environmental Protection Agency is part of the umbrella agency
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and has more than 60 local offices. LMD administers agricultural legislation, while KDD is responsible for
the municipal sector and the PBA (Box 1.2, Chapter 1).

The county governor is a national appointed entity with wide responsibility to represent national interests
and act on behalf of the government. This includes:

e serving as an oversight and appeals body for a number of laws concerning wilderness (utmark)
management

e managing certain stocks of inland fish
e managing area protection according to the Biodiversity Act
e handling area management of wild reindeer.

The county municipality (elected regional government) is responsible for:

e management of inland fish, except for vulnerable and endangered species and anadromous
salmonids

e game management and hunting, except wild reindeer
e regional plans and action programmes, including for the wild reindeer herd
e outdoor recreation.

The municipality is responsible for planning and development. SEAs are linked to municipal master plans,
although regional bodies also undertake SEAs. This makes municipal bodies responsible for evaluating
the environmental implications of their own planning decisions (Section 1.4.2).

2.5.1. River basin management planning provides an example of good co-ordination

The national government sets out objectives and a national administrative structure, with different
ministries and national agencies participating at different levels (Figure 2.21). This helps ensure that sector
administrations harmonise their activities. Implementation responsibility is delegated to county and local
governments. The county governments have primary responsibility for water regions (also termed river
basin districts) and have been designated as water region authorities. Water regions may be divided into
water areas. This is a devolved authority from the water region committee to allow for local participation.

The Norwegian Environment Agency is the national co-ordinating body. Its tasks include advising KLD,
leading the Directorate Group, guiding water management authorities, co-ordinating water management
with neighbouring countries and co-ordinating Norwegian participation in joint European water
co-operation.

Water region authorities establish and lead water region committees. These committees are composed of
representatives of the river basin district authority and other county governments, county governors'
offices, and other affected sector authorities and municipalities. Representatives of affected licensees and
private and public user interests advise the committee through a reference group.

All relevant authorities and stakeholders can participate in river basin work. The process helps ensure local
anchoring by reflecting local knowledge and consent for environmental measures. In most river basin
districts, a co-ordinator acts as an intermediary between the municipalities involved, the county
municipalities and the state. As a planning authority, the municipality ensures that environmental goals
and consideration for the aquatic environment are integrated into its local planning.
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Figure 2.21. River basin management is co-ordinated and collaborative
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Source: Water Portal (2021), Ministries and Ministries Group for Water Management, www.vannportalen.no/organisering2/nasjonal-
vannforvaltning/departementene-og-departementsgruppa.

The water region authority for each river basin develops RBMPs, which the national government approves.
This forms the basis for the relevant planning and implementation activities by national, county and local
authorities. The authorities concerned implement the necessary legislation and measures in line with their
legal and administrative responsibilities.

These management plans describe the river basin and set environmental objectives for the water bodies.
They provide an overview of protected areas and analyse human impacts. They set out an action
programme and monitor results. The action programme part of the management plan includes all the
measures to achieve national objectives and guidelines, including measures to protect and improve water
quality, water management and use, including by controlling water extraction and discharge of pollution.
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Box 2.6. River basin management planning works best with clear and realistic priorities

A survey of participants in the RBMP process produced generally positive results, with a few caveats.
Some quotes from the survey sum up the results:

“The holistic process strengthens the aquatic environment compared with sectoral treatment. The work
brings together all the actors, influences are seen in context and all contribute to common environmental
goals. The work increases awareness of the value of a good aquatic environment, as well as current
problems. The knowledge base is improved, ecosystem-based and comprehensive. The process is open
and democratic with participation and participation regionally and locally.”

“The work on the management plans can be strengthened by better prioritization of measures and
distribution over planning periods, simplifying and clarifying instruments and measures and clarifying the
relationship between regional and national priorities.”

“Authorities can do more to go beyond sector thinking and be more holistic. Priorities should be set more
clearly according to theme or geographical scope, with associated allocation of funds. It is also important
to communicate better the objectives and benefits of water management.”

“The risk is having unrealistic plans that do not yield concrete results, and leave unresolved issues and
goal conflicts at a central level. Sufficient funding is needed for monitoring, process, staffing and
implementation of measures, as well as clear processes, roles and responsibilities, without becoming
excessively bureaucratic.”

Source: Norwegian Environment Agency (2016), Oppsummering av sparreundersakelse: Evaluering av vannforskriftarbeidet 2010-15
[Summary of survey results: evaluation of work on water regulations 2010-15].

2.5.2. Marine management plans help sectors to co-ordinate

Marine management plans aim to facilitate value creation through the sustainable use of the sea areas’
resources and ecosystem services, and at the same time maintain the ecosystems' structure, mode of
operation, productivity and biodiversity. The management plans contribute to clarity in the overall
framework, co-ordination and priorities in the management of the sea areas. Increased predictability for
and better coexistence of marine-based industries is an important goal. Sector regulations form the basis
for regulating activity in the management plan areas. Sector authorities also primarily implement measures
in the management plans, in accordance with relevant laws and associated regulations (Kommunal- og
moderniseringsdepartementet, 2021(13)).

Marine management plans are based on an integrated, ecosystem-based regime (Figure 2.22). Integrated,
ecosystem-based ocean management balances conservation and sustainable use of rich, productive
ecosystems. Ecosystem-based management uses available knowledge as a foundation, and considers
ecosystems as a whole, including people, when decisions are needed on oceans and marine ecosystems.
Marine management plans evaluate the cumulative effects of all human activities on the marine
environment and by managing use of the oceans in a way that maintains the natural functions of
ecosystems and ecosystem services.
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Figure 2.22. Ecosystems-based ocean management balances conservation and use

Updated
knowledge base
Status, progress towards
goals, scientific advice

Scientific advice
Monitoring, mapping,

research ~ o \ .
Knowledge base e N

Environment, sector-specific N A\
knowledge, cross-sectoral ‘\ ‘1
assessments \ 1
Stakeholders 1 i
I I
/ I

4 '

e U

Update of management

Implementation Integrated ocean

Sector-specific measures, management plan (white -=7 . plan (W:ifte F':tpe?
knowledge development, paper) Goals, framework IR ramework Tor activities,
i measures

common tools for activities, measures

Source: Norwegian Ministry of Climate and Environment, (2019), Norway’s integrated ocean management plans.

Work on the management plans is co-ordinated by an inter-ministerial Steering Committee for integrated
ocean management, led by KLD. Other ministries represented in the committee are Labour and Social
Affairs; Finance; Defence; Justice and Public Security; Local Government and Regional Development;
Trade, Industry and Fisheries; Petroleum and Energy; Transport; and Foreign Affairs.

Scientific support for the plans provided by two advisory groups: the Forum for Integrated Ocean
Management (headed by the Norwegian Environment Agency) and the Advisory Group on Monitoring
(headed by the Institute of Marine Research). The former provides the overall scientific basis for updating
and revising the management plans in co-operation with the latter. The Advisory Group also co-ordinates
monitoring for marine ecosystems and reports on environmental status in the management plan areas.

2.5.3. The Planning and Building Act governs much of land-use decision making

The PBA provides a broad framework for planning and building in Norway, regulating co-operation of the
public, municipalities, county institutions and national bodies. The law applies to the landmass of the
country, all watercourses and marine areas up to 1 nautical mile from the baseline.

The Norwegian PBA is similar to the legislation of many of its Nordic neighbours (Table 2.3). The main
differences are the ministry responsible and the binding or advisory nature of national guidance. All of the
Nordics involve national, regional and municipal bodies to some extent in planning. Norway’s system is
unique in that private entities are the source of most planning proposals and that it specifies a set timeframe
for the process.
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Table 2.3. Responsibilities for planning legislation in Nordic countries

Country Law Responsible ministry National guidelines Notes

Norway Planningand ~ Ministry of Local Government Advisory Was under Ministry of Climate and
Building Act  and Regional Development Environment until 2013

Denmark Danish Ministry of Business and Advisory Was under Ministry of Climate and
Planning Act =~ Growth Environment until 2015

Finland Finnish Land ~ Ministry of Environment Binding
Use and
Building Act

Iceland Planningand = Ministry of Environment Advisory Ministry of Environment must
Building Act approve municipal plans

Sweden Swedish Ministry of Enterprise and None County Administrative Boards
Planningand  Innovation monitor enforcement of national
Building Act policy

Source: Adapted from Fredricsson and Smas (2013), En granskning av Norges planeringssystem [Analysis of Norway's planning system].

Section 3.1 of the PBA establishes the responsibility for municipalities to formulate a planning strategy and
produce plans that safeguard land resources, landscape qualities and the conservation of valuable
landscapes and cultural environments, among other areas. As noted, private bodies have the right to put
forward planning proposals (detailed zoning that are within the frame of the municipal plan’s area part or
a less detailed zoning plan), and indeed most come from the private sector. When a private body puts
forward a plan, it must assess whether they must produce an EIA that meets established criteria, or
whether it is sufficient to make an investigation without a formal EIA. These assessments are also generally
produced by private firms. There is no certification process for firms that produce ElAs, but firms must
ensure their assessments meet the requisite quality; they can be penalised for non-conformance.

The county (regional) council formulates a planning strategy, master plans and planning provisions for the
region. Only the regional planning strategy is mandatory. These plans are intended to stimulate physical,
environmental, health-related, economic, social and cultural development. The county council is required
to establish a regional planning forum to bring together relevant government agencies, including the Sami
Parliament, to discuss and co-ordinate. The outcomes of this forum are not binding. The public and civil
society organisations are informed about the outcomes and may provide comments but do not participate
directly.

National goals and objectives in the PBA are non-binding

In most cases, the national government does not set explicit or binding goals for land-use planning. It
generally respects the principles of local autonomy and self-determination. The national government
provides land-use guidelines for local authorities but can safeguard national or regional interests (mostly
for infrastructure projects). This guidance forms the basis of national participation in the planning process.
It includes multi-annual national expectations with regard to regional and municipal planning, and central
government planning guidelines, planning provisions and land-use plans.

Every four years, the government issues a non-binding document that outlines its priorities and guidance
to regional and municipal governments (Miljoverndepartementet, 201123); Ministry of Local Government
and Modernisation, 2019u4]). These national expectations cover many important policy areas, including
climate, nature, cultural environment, transport, health and quality of life. Earlier versions provide clear
guidance regarding the desired environmental outcomes of the planning process, for which the
Environment Ministry was responsible. The latest version of this document, prepared by KMD, focuses
much more on ensuring good processes at the local level rather than specific outcomes (Strand and Neess,
201745)).
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The government has put much responsibility for achieving the SDGs on county and municipal
governments. In its national expectations document, it says “The county and municipal authorities [should]
base their social and land-use planning on the United Nations’ Sustainable Development Goals.” The
national government contributes through co-ordination between stakeholders, sharing of lessons learnt to
build local competence and development of indicators for all the SDGs (Kommunal- og
moderniseringsdepartementet, 202113;; Ministry of Local Government and Modernisation, 2019p4)). In
other words, the national government’s role is enabling and supporting rather than leading.

The objection process

The national government and affected regional bodies, neighbouring municipalities and the Sami
Parliament have the right to object to proposals regarding land use in the municipal master plan and the
zoning plan in certain cases. These relate to issues of national or significant regional importance, or which
are significant to the sphere of responsibility of the body in question.

Two principles have been set out for land-use decisions that affect biodiversity (Ministry of Climate and
Environment, 2015(4)):

e The most valuable species, habitats and ecosystems should be safeguarded in connection with
decisions on land conversion and land-use change.

o If a development or activity entails a risk of loss or of damage to valuable biodiversity, it should
ideally be moved elsewhere.

With respect to area neutrality mentioned above, these principles should be seen as higher priority.

After 2013, the national government made efforts to reduce the number of objections raised by national
agencies (NORUT, 2016us); Strand and Naess, 2017u45]). The number of objections sent to KMD between
2014 and 2019 dropped by one-third. The ministry (then the Ministry of the Environment) accepted about
50% of objections before 2014 but only 20% after 2014 (Figure 2.23).

Figure 2.23. Objections have declined significantly since 2014
Decisions by the ministry regarding objections, 2008-19
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Note: Most objections are resolved without having to go to the ministry for final decision. Responsibility was moved from the Ministry of the
Environment to the Ministry of Local Government and Modernisation in 2013.
Source: Country submission.

StatLink sw=r https:/stat.link/3tquw6
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It is unclear what is behind the reduced number of objections arriving at the ministry for decision. As noted
earlier, the government signalled a preference for fewer objections, which could make county governors
and national agencies more reluctant to produce them. During the same period, county governors and
agencies also produced objections in a different way. They established a process that led to better dialogue
between the county governors’ offices and the state authorities, clearer and more predictable participation
by government agencies, qualitatively better objections and fewer objections (NORUT, 2016u6). Even
though objections are deemed to be of higher quality, the ministry’s rejection rate remains higher than in
previous years.

Municipalities tend to view the objection process as needless bureaucracy that springs from a lack of trust
in their capacity. From the perspective of county governors, this view reflects municipalities’ lack of
appreciation of their actual room to manoeuvre in the PBA. Governors note that between one-third and
one-half of the objections are due to formal errors and not a challenge of local decision making (Ministry
of Local Government and Modernisation, 20143)).

Local autonomy versus national priorities

Norway’s land-use planning process is not exceptionally decentralised when compared to its neighbours
(Fredricsson and Smas, 2013p7)) or to the OECD as a whole (OECD, 20164s]). However, decision making
is concentrated at the municipal level, which can lead to different outcomes in different municipalities. Most
larger urban centres have ambitious environmental programmes, particularly with respect to climate
change and the SDGs. Smaller communities with stable or declining populations struggle with ageing
populations and feel pressure to provide economic opportunities to sustain their communities.
Consequently, they may place a lower priority on environmental objectives (Kommunal- og
moderniseringsdepartementet, 2021(13)).

Outside of major urban centres, there are four broad community types in Norway (Frisvoll, 20189)).
Declining communities are those facing prolonged population decline, reduced employment opportunities
and a limited economic base with a large share of public sector employment. Industry-dependent
communities rely on resource-based businesses such as forestry, mining or energy. Recreation
communities are attractive areas for outdoor activities, will have large numbers of leisure homes
(secondary residences) and are close enough to population centres to make visiting practical. Bedroom
communities are within commuting distance of larger labour markets and offer a good quality of life with a
balance of rural and urban amenities. Each of these community types will have a different relationship
between their economic and social basis and the surrounding environment. For some, ecosystem services
in the form of local use and amenities will be paramount. For others, ecosystem services will play a minor
role in the economic prospects of the community.

Not only are incentives different for each community, the municipality's competence and capacity will
determine its ability to plan in a holistic and co-ordinated fashion. It is not a given that municipal planners
will approach challenges in the same way as planners with professional competence. Local biodiversity
action plans are one tool to raise local awareness of the value of ecosystem services to the community,
and guidance by county governors has grown in importance. Building local competence and capacity is a
necessary but insufficient condition to ensure local planning is coherent with local needs and national
objectives.

Local opposition by landowners and municipalities has complicated the national objective to increase
protected areas that are representative of all parts of Norway. On the one hand, this is reasonable, as local
acceptability is important to the legitimacy and success of protected areas. On the other, more effort should
be made to build local support for national objectives for biodiversity and landscape protection. Local
acceptability should not imply a local veto when national interests are significant.

OECD ENVIRONMENTAL PERFORMANCE REVIEWS: NORWAY 2022 © OECD 2022



1141

Use of exemptions

In 2019, more than 100 municipalities still lacked recently updated area plans (Rgrholt and Steinnes,
2020i35)). Where area plans are out of date, developers may use the exemption or dispensation process to
gain approval for development plans. The large majority of applications are approved through this
exemption process each year (Table 2.4). However, this approach risks reduced transparency and making
development activities inconsistent with overall objectives. For example, most applications for housing in
the sensitive coastal zone area where special rules apply are made through the exemption process.

Table 2.4. Applications for new buildings along the coastal zone outside urban areas

Total number of applications Applications consistent Applications approved through
processed with plans approved exemption of regulation
2016 1403 391 790
2017 1384 446 720
2018 1319 473 751
2019 973 278 606

Note: The Norwegian coastal zone, also known as the 100-metre belt, includes islands with mainland connection by bridge or ferry. In addition,
the statistics include the 100-metre belt around the main rivers and lakes.
Source: Statistics Norway (2021), “Construction in the coastal zone”, StatBank (database).

The exemption and dispensation practice is frequently used because the area part of the municipal plan is
outdated. Ideally, the municipal plan is a strategic document that should inform development proposals
and ensure harmony with municipal plans. Area plans cannot serve this function unless they are actively
maintained. There need to be stronger incentives to update and modernise municipalities’ plans.

The coastal zone has special protections

The coastal zone is a desirable area for development of holiday homes and other activities, and
development pressure has reduced ecosystem quality in the coastal area. Coastal activities like dredging,
and development of piers, marinas or artificial beaches can take place without any comprehensive plan
and without any overall knowledge about cumulative consequences (Stokke et al., 2009;50;). Such
measures can have negative consequences for marine biological diversity in the coastal zone. This is true
for both spawning and rearing areas for important fish species and for fishing itself. The cumulative effects
of such activity over time is of greatest concern.

To address this, development within the 100-metre belt along the sea has been banned (Kommunal- og
moderniseringsdepartementet, 2021;51)). In this zone, it is not permitted to implement construction,
demolition, alteration, changed use and other measures related to buildings, structures and facilities,
terrain encroachment, or creation and alteration of property. The building ban applies to other activities
and changes in land use in conflict with land purposes, planning regulations and consideration zones, or
to older plans without a set building limit.

The building plan does not apply if the municipality has opened up a coastal area for development and set
a building boundary in the municipal plan’s area part or zoning plan. According to state planning guidelines,
new measures can be approved to a greater extent in areas with little development pressure and a lot of
accessible beach zone than in areas with the opposite conditions.

Avenues for action to improve outcomes of the planning process

Outside of the objection process, the national government mainly uses soft tools to influence the local
planning process to achieve its objectives, such as for the SDGs. That is, it relies on guidance, advice,
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support and information to help shape local plans. These tools can be effective but may not be enough to
ensure that national objectives are met. Sector regulations are stronger tools but are not always well
co-ordinated. Most importantly, Norway needs to base measurable and time-bound national objectives on
good scientific understanding of the state of land use, biodiversity and ecosystem services. In addition, it
needs to measure and predict the cumulative effect of decisions on these ecosystem services. Such
objectives and mechanisms would “close the loop” between planning and its cumulative outcomes.

Establishing frameworks for better horizontal and vertical co-ordination

Norway has used different approaches for planning and decision making in different contexts. These
provide many examples of good practices that could help achieve more holistic land-use planning. For
example, marine planning requires a long-term perspective and sectoral co-ordination to be successful,
and Norway is generally seen as a role model in this area. River basin management is influenced by
Norway’s implementation of the WFD, which presupposes a certain national role. While this is not exactly
a planning system like the PBA, it faces and solves many of the same problems as land-use planning. In
particular, the WFD addresses the need for local acceptance and anchoring of projects in local
communities, while balancing this local autonomy with national objectives. It also provides for better
co-ordination of sector action and responsibility. Local land-use planning has not always been successful
in this regard (Ministry of Climate and Environment, 2015p)).

Better data and analysis connecting local decisions to national outcomes

The government has worked to reduce use of the objection process in the PBA. However, objections
themselves do not appear to be causing serious problems. The motivation behind their use seems to be a
desire to reduce conflicts by tipping the planning process in favour of local autonomy. Much of the
population lives in peri-urban zones comprised mainly of forest and cultural landscapes with high
biodiversity values. Consequently, conflicts between land use and conservation are inevitable and
structural; eliminating conflict should not be an objective. The challenge is to develop institutions and
practices that can handle conflict constructively. These should optimise development activity subject to
environmental constraints as defined by the national government. Such constraints are broadly outlined in
the Biodiversity Action Plan, and expressing them more concretely is an important next step.

Local decisions will add up to a certain overall impact, and this cumulative effect needs to be understood
and kept within safe limits. The PBA does not systematically capture the accumulated consequences of
land policy. Furthermore, local planning processes are not linked to national objectives and outcomes in a
systematic and measurable way (Kommunal- og moderniseringsdepartementet, 2021(13)). This prevents
an objective evaluation of the overall costs and benefits of proposed developments. Regional bodies, the
county governor in particular, form the link between national objectives and local planning. They are the
main providers of feedback to municipal planning and the source of most objections to submitted plans.
Circular T-2/16 provides detailed guidance regarding issues of national significance (Klima- og
miljgdepartementet, 202152). It sets out many important themes, but without clear indicators, it leaves
much to the judgement of the county governor.

Having clearer metrics for evaluation can make this process more objective. While substantial work is
already being done in this regard, several different tools are available to improve the situation. The
Biodiversity Action Plan sets the stage for clear and measurable objectives that can serve as a benchmark
to assess overall outcomes of the planning process. The NiN indicators provide a good overview of
ecosystem condition and risk factors. These indicators could be combined with quality norms to quantify
national objectives in more detail. The national planning database already contains details on planned
development (Berglund and Kvifte, 2015s3;; Rgrholt and Steinnes, 202035); Steinnes, 201825)). This system
could be connected to the EIA process for local plans and projects.
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Ideally, improved information on the intersection of land planning, the value of ecosystem services and
national objectives will help county governors do their jobs better. In addition, it will also provide municipal
planners better tools to follow national guidelines, as well as a better overview of their own needs and
options for housing planning. Municipalities can use the statistics and analyses in the municipal planning
processes to both identify needs and solve challenges. At the same time, they can be used to evaluate
how well private developers process submitted zoning plans (Berglund and Kvifte, 2015(s3)).

Such a system of accounting for land-use change relies on accurate and timely data that are fit for purpose,
a means to use that data to estimate the cumulative effect of planned changes and a way to feed this
information back into the process so planners can make use of it. As both cumulative and local effects of
planning decisions are important, a mechanism should ideally allow for optimal allocation of development
opportunities within the overall constraints of the system. In this regard, municipalities should have a way
to discuss and co-ordinate. Land-use changes outside this system must be limited if it is to function well.
This means that use of exemptions or dispensations must be reduced to the extent possible. Improved
and up-to-date municipal planning is the best way to achieve this reduction.

More specific guidance to local governments

National goals should be specific and actionable so local governments can evaluate their plans against
them and measure progress. This requires information support and feedback at all stages of the process.
Once again, the Biodiversity Action Plan can serve as a foundation for those national objectives within its
domain. KLD is better placed to co-ordinate local planning with respect to national environmental objectives
and is already responsible for most related tasks. On the other hand, KMD has greater expertise in the
processes themselves. Sharing responsibility between the ministries can lead to more effective
engagement with local planning. The governance of RBMPs is a useful model with the Norwegian
Environmental Agency playing a co-ordinating role and communities undertaking most of the activity.

More targeted incentives

Providing proper incentives to municipalities to consider national interests is one way to align the incentives
of local governments with national priorities. If the national government gives a mandate to local
governments to achieve national objectives such as for climate change or biodiversity, local governments
should not have to bear the full financial burden on their own. At the same time, the polluter-pays principle
should be respected.

Financial support for biodiversity plans has been useful, but more can be done to incentivise action. For
example, urban growth agreements for transport to achieve the zero growth objective for traffic are a
successful example of cost sharing among governments. RBMPs provide incentives through clear national
targets with more rigid requirements for implementation. Ex post assessment of actual versus expected
results on a regular cycle can provide accountability that municipal plans are effective.

Better public consultation

The ideal of local participation and participation is strong among both politicians and planners. However,
in practice, such participation is often limited to the minimum requirements for formal consultations.
Community involvement depends in part on municipalities' willingness to involve part-time residents in the
formulation of local policy (Ellingsen, Hanssen and Saglie, 2010s4)). There is great variation in political and
popular involvement, competence and capacity in the municipalities, regardless of municipality size. This
variation weakens the purpose and ambitions of the PBA (Hanssen and Aarseaether, 2018s5)).

The PBA has statutory requirements for public involvement. The municipal planning strategy must be made
public 30 days prior to political consideration. There are also requirements for public consultation and
scrutiny of the proposed plan. Municipalities are required to explain how they have considered comments
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received. However, the requirements are only to inform and consult. Local actors are not otherwise given
a presence in the planning process. Moreover, municipalities are not required to provide a forum for
dialogue or otherwise involve the public (Figure 2.24).

Figure 2.24. Requirements for public involvement in the Planning and Building Act

Dialogue Not mandatory, but frequent

Consultation v Hearings, public scrutiny

Information v Announcement of planning process

Note: The figure applies Amstein's typology of citizen participation, which is presented as a metaphorical ladder” representing increasing levels
of public involvement.

Source: Ringholm, T, Nyseth T and Hanssen G (2018). Participation according to the law?: The research-based knowledge on citizen
participation in Norwegian municipal planning, EJSD, vol. 67.

A national nature and environmental appeals board, following the Danish or Swedish model, can help
ensure civil society has an effective means to engage in the planning process (Box 2.7). This extra venue
to challenge decision making at all levels can help ensure the environment is given more “standing” in
government processes. Norway already operates similar types of boards such as for real estate services
and consumer complaints. Currently, civil society has little opportunity to do more than comment on
planning proposals, except for the expensive and risky step of legal action. Such legal actions are more
likely for “not in my backyard” issues like siting of waste management facilities or wind power generation
than they are for environmental protection.
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Box 2.7. Danish Appeal Boards give a stronger voice to citizens

Complaint boards are dedicated entities of ministries that process complaints of citizens relating to
decisions of the administration. Members are usually appointed by the government or a municipal
council. These boards are independent from local councils or ministers in processing cases, making
their decisions, and launching or terminating an investigation.

Appeals boards enjoy independence from the rest of the public administration. No minister may give
orders to an appeals board with regard to the outcome of decisions in order to commence or terminate
an investigation. Nor can it interfere with the processing of an individual case. Decisions of appeals
boards cannot be appealed to other administrative authorities unless granted by statute.

Most appeals boards are supervised by the parliamentary ombudsperson. This means the
ombudsperson may, as a result of a complaint or on their own initiative, investigate decisions of an
appeals board and assess whether the case processing or the decision is legal.

The Nature Protection and Environmental Board of Appeal is part of the Ministry of the Environment.
Decisions by the boards may be brought before the courts and the boards are also supervised by the
parliamentary ombudsperson.

Source: OECD (2010), Better Regulation in Europe: Denmark 2010.

Building capacity at the municipal level

The Norwegian commitment to local democracy is a strength of the system. It provides local anchoring
that increases the legitimacy of decisions, and draws on local knowledge and experience. However,
competence and capacity in small municipalities can be a significant problem in Norwegian planning
(Hanssen and Aarseaether, 2018s5)). The government has taken steps to build local capacity for the planning
system to work as intended. Consolidation of municipalities is a means to increase the scale of local
government and the resources available to it. Promoting local biodiversity plans raises awareness of the
value of ecosystem services to the local economy and the tools available to consider these benefits in local
decision making. County governors increasingly serve a supportive role in the planning process and
provide guidance at all stages.

More training for members of municipal governments can be helpful, especially for those newly elected.
Ensuring that municipalities maintain permanent professional staff with responsibility for SDG
implementation and other environmental issues of a national character (climate change, biodiversity) can
also improve the quality of local decision making. In addition, it could be helpful to build support networks
such as through professional development conferences where experiences and good practices may be
shared.
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