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Executive summary 
Environmental impact assessment of a free trade agreement between China and Norway 

China and Norway have a long history of negotiating commerce. One early example is the Treaty of 
Peace, Friendship and Commerce, signed in Canton (Guangzhou) in 1847. The two countries are 
currently negotiating a free trade agreement (FTA). This ǿƛƭƭ ōŜ bƻǊǿŀȅΩǎ ŦƛǊǎǘ ŀƎǊŜŜƳŜƴǘ Ŏonducted 
independently of EFTA since 1992, and could also ōŜŎƻƳŜ /ƘƛƴŀΩǎ ŦƛǊǎǘ ŀƎǊŜŜƳŜƴǘ ǿƛǘƘ ŀ ƳŀƛƴƭŀƴŘ 
European country.  

In recent years it has become common to conduct environmental assessments (EAs) of free trade 
agreements. Examples involving China iƴŎƭǳŘŜ bŜǿ ½ŜŀƭŀƴŘΩǎ bŀǘƛƻƴŀƭ LƴǘŜǊŜǎǘ !ƴŀƭȅǎƛǎ ƻŦ ǘƘŜ 

China·New Zealand FTA (2008), the analysis of a potential FTA between China, Japan and Korea (Liu 
et al., 2010) and the analysis of a potential partnership and cooperation agreement between China 
and the EU (EU, 2008). The USA, Canada and other countries regularly conduct environmental 
assessments of free trade agreements. Depending on their timing and official status the assessments 
inform negotiators about pitfalls and opportunities, with the potential of influencing negotiation 
outcomes; or they analyse impacts of an FTA after the fact, providing impetus for national policy 
debates on follow up measures and safeguards. Given the limited number of its FTAs with other 
countries, Norway has not developed a tradition of conducting EAs of such agreements. This report 
therefore marks a first for Norway. It is written during a pause in negotiations and may therefore be 
of use during the next phase. The perspective and approach of the report may also prove of value for 
future Norwegian trade agreements.  

A distinguishing feature of this report is that economic, regulatory and policy analyses are integrated 
throughout the assessment. The FTA is meant to have an economic impact ς on trade and 
investment, on production and consumption. This economic impact is likely to have environmental 
consequences. An FTA may also delineate the borders between trade policy and environmental 
policy, with further consequences for the environment. Initial consequences may motivate changes 
in domestic environmental policy, leading to a second round of consequences for the environment, 
and so on. In short, an FTA is likely to have consequences for the environment through various 
channels. Some are economic in nature and some regulatory.  

Important elements of the analysis have been worked out in collaboration between the Norwegian 
authors and a team from Beijing Normal University consisting of experts in analysing environmental 
consequences of free trade agreements. The assessment is built on publicly available information. It 
follows the methodology outlined in Fauchald and Vennemo (2011). One element of the project has 
been to communicate with the public and officials. We established a project website (fni.no/Norway-
China-FTA/index.htm), received some written comments from non-governmental organizations 
(fni.no/Norway-China-FTA/participation.htm) organized a public hearing on March 4 2011 
(fni.no/Norway-China-FTA/hearing.htm), and have had several meetings with public officials, 
primarily from the Ministry of the Environment. 

Free trade and green trade scenarios describe the outcome of trade negotiations 

This assessment examines consequences under two scenarios for the outcome of the trade 
negotiations. The free trade scenario assumes that tariffs and non-tariff barriers are reduced and 
eventually eliminated, taking cues for the details from previous Norwegian and Chinese trade 
agreements as well as from the feasibility study conducted by China and Norway at the initiation of 
trade negotiations. From a Norwegian perspective, the Chinese trade agreements with Chile and 
Peru, two important fishery nations, provide interesting precedents. As to intellectual property 
rights, this scenario builds on the obligations of the TRIPS agreement, without including all the 
ŀŘŘƛǘƛƻƴŀƭ ǇǊƻǾƛǎƛƻƴǎ ŦƻǳƴŘ ƛƴ 9C¢!Ωǎ FTAs. For most services of interest (in particular mining, energy 
production and distribution, research and development services, environmental services), the 
scenario assumes that both Norway and China will undertake commitments to allow greater 
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commercial presence of enterprises (mode 3 of supply), as well as increased availability of cross-
border supply (mode 1) and supply through the presence of natural persons (mode 4). The free trade 
scenario also allows the national treatment (NT) obligation to be applied to the establishment of an 
investment, and investors to bring disputes to international arbitration. Public procurement is not 
part of this scenario, and measures to avoid negative environmental consequences of trade are 
limited to general exceptions. 

The green trade scenario includes similar provisions as the free trade scenario, but complements 
them by adding measures to enhance the positive impacts of trade and to safeguard against negative 
impacts. Measures aimed at enhancing positive impacts are directed at environmental goods and 
services. There are several lists of environmental goods, including a list of 153 goods that has gained 
some prominence. The scenario does not explicitly endorse any list, but considers that goods that 
promote the indoor rural environment (primarily an issue for China) and goods that promote the 
global environment should be properly included. In a paper authored by the Chinese team (Hu Tao, 
2011) a list of 227 goods is suggested. We assume that the green trade scenario will eliminate import 
tariffs on environmental goods entering China. Most tariffs into Norway have already been 
eliminated. With respect to non-tariff barriers on environmental goods, the green trade scenario 
covers a Ψfast-trackΩ for importing environmental goods, and export controls for environmentally 
harmful goods (primarily an issue for China). In addition, the scenario considers intellectual property 
rights in light of efforts to balance the need for improved environmental technologies (assuming that 
intellectual property rights will promote such technologies) with the need to disseminate such 
technologies. Relevant suggestions Ŏŀƴ ŀƭǎƻ ōŜ ŦƻǳƴŘ ƛƴ ǎƻƳŜ ƻŦ /ƘƛƴŀΩǎ C¢!ǎΣ e.g., those with Peru 
and Costa Rica. Further, the green trade scenario assumes that China and Norway will undertake not 
to apply countervailing duties and anti-dumping measures on environmental goods and services. 
Such duties and measures remain available if they can be justified on environmental grounds. This 
scenario considers that further liberalization of trade in environmental services may be both to the 
benefit and to the disadvantage of the environment. It is not limited to environmental services as 
defined in the Norwegian and Chinese WTO schedules. Regarding investment, the scenario considers 
linking the environmental performance of investors to the FTA, based on the OECD Guidelines for 
Multinational Investments. 

The scenarios are compared to a baseline scenario characterised by WTO-commitments and existing 
bilateral trade and investment agreements between China and Norway. Since the green trade 
scenario takes off from the free trade scenario it is also possible to compare the green trade and free 
trade scenarios. 

Based on processes of screening and scoping in light of input from consultations with public 
authorities, non-governmental organizations and the team of Chinese researchers, we have selected 
ŦƛǾŜ ΨŎŀǎŜ ǎǘǳŘƛŜǎΩ ŀƴŘ ŦƛǾŜ ΨǊŜƎǳƭŀǘƻǊȅ ǎǘǳŘƛŜǎΩ ŦƻǊ ŀǎǎŜǎǎƳŜƴǘΦ ¢ƘŜ ŎŀǎŜ ǎǘǳŘƛŜǎ ŦƻŎǳǎ ƻƴ ŜŦŦŜŎǘǎ ƻŦ 
the FTA on trade and investment between Norway and China, and the resulting environmental 
consequences. The regulatory studies focus on effects of the FTA for environmental rules and policy. 

Environmental consequences of the free trade scenario 

According to tƘŜ ΨǇƻƭƭǳǘƛƻƴ ƘŀǾŜƴΩ ƘȅǇƻǘƘŜsis, liberalization of trade leads to environmental 
deterioration in developing countries. Despite fairly extensive research, this hypothesis has failed to 
generate much empirical support. We find that increased competition between Norwegian and 
Chinese buǎƛƴŜǎǎŜǎ Ŏŀƴ ƭŜŀŘ ǘƻ ŀ ΨǊŜƎǳƭŀǘƻǊȅ ŎƘƛƭƭΩ ƛƴ ǎƻƳŜ ǎǇŜŎƛŦƛŎ ŎƻƴǘŜȄǘǎΣ ƛƴ ǇŀǊǘƛŎǳƭŀǊ ǊŜƭŀǘŜŘ ǘƻ 

CO2 emissions · a fact to bear in mind when assessing the outcome of our analysis of the 
environmental consequences of the free trade scenario.   

Salmon farming: The FTAs between China and Chile and China and Peru contain provisions that 
eliminate tariffs from an initial level of about 10% to zero over a few years. By comparison, the 
current tariff on Norwegian salmon is about 10%. Norway currently has a cap on salmon production 
from farming: if it is not lifted, the impact of an FTA will of course be negligible. Assuming that the 
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cap is lifted, our analysis finds that exports of salmon will increase. Based on available studies, our 
best estimate is that the free trade scenario is likely to have the following consequences: 

¶ 300 additional farmed salmon reaching waterways 

¶ 1.4 million additional fish lice 

¶ 11 000 tons additional fish catch, of which 122 tons overexploited blue whiting 

¶ 48 000 tons additional CO2 emissions 

The apparent precision of these figures does not reflect true accuracy. These are estimates produced 
by traditional life-cycle methodology, including an implicit assumption that marginal and future 
production technology is equal to current, average technology.  

Readers unfamiliar with the problems of fish farming may find it difficult to assess the figures. As a 
percentage of the size of current problems they are low, mainly because China is a rather small 
export market for Norwegian salmon at present, and there are limitations as to how much bigger the 
market can be expected to become as a result of 10% lower prices. Assuming, not unrealistically, that 
a greater market share for Norwegian salmon will mean a smaller market share for, e.g., Scottish or 
Chilean salmon, the global environmental impacts will be smaller than the national impacts for 
Norway. 

Services associated with mining: There is growing interest in NorwŀȅΩǎ mineral resources. Norwegian 
municipalities have set aside 2313 localities that may be used for mining activities (NGU and DM, 
2011). China is a leading country in the mining and minerals industries, and has significant world 
market shares in a broad range of mineral products. Chinese enterprises are carrying out mining 
activities through mode 4 of supply (physical presence of Chinese miners) elsewhere in the world. On 
the basis of these considerations, as well as increases in other modes of supply, we foresee that 
Norwegian commitments in the mining sector are likely to have some negative regulatory and 
environmental impacts, see Table 1.1.  

Table 1.1 Impacts of mode 1 ς 4 commitments for Norwegian mining 
Mode of 

supply 

Primary (economic / trade)  

consequence 

Regulatory consequences Environmental 

consequences 

Mode 1 

Cross-border 

supply 

Increased outsourcing of 

analytical and surveillance 

related activities to China. 

Limitations on the activities 

of the national institution for 

knowledge on bedrock, 

mineral resources, surficial 

deposits and groundwater 

(NGU) due to the prohibition 

against competition with 

private service suppliers. 

Increased difficulty in regulating 

and controlling the quality of the 

service. 

Increased risk of harmful 

emissions from accidents 

and ordinary operation. 

Mode 2 

Consumption 

abroad 

No significant effects.   

Mode 3 

Commercial 

presence 

Some increase in Chinese 

investments relative to 

investment from other 

countries. Chinese investors 

may have a preference for 

Chinese investors might challenge 

environmental requirements on 

the basis of investment protection 

rules included in the FTA or under 

the current BIT between China 

Increase in foreign 

investment may lead to 

increased political 

pressure to exploit 

mineral resources that 
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exporting raw materials in 

short supply to China. 

and Norway, e.g. non-

discrimination in light of the 

potential need to strengthen 

environmental policy measures as 

the industry develops and 

environmental impacts 

accumulate (see also section 8.6 

below). 

otherwise might have 

been left unexploited due 

to environmental 

concerns. 

Mode 4 

Presence of 

natural 

persons 

Chinese enterprises will 

increase the use of Chinese 

workers on mining sites in 

Norway. This is particularly 

relevant due to the current 

lack of skilled work force in 

Norway. 

While Norwegian legislation will 

apply to Chinese workers in 

Norway, significant compliance 

and enforcement issues are likely 

to arise. 

Increased risk of harmful 

emissions from accidents 

and ordinary operations. 

 

In particular, we emphasize the challenges that such commitments may have for compliance and 
enforcement of Norwegian rules and standards. Possible mitigating measures include the following: 

¶ The Norwegian schedule could list reservations under mode 1 and mode 4 of supply relating 

to national treatment, to ensure future possibilities of establishing quality control with 

Chinese service suppliers or Chinese services. 

¶ The FTA could include arrangements to promote cooperation among Chinese and Norwegian 

authorities and industries in the mining and environmental sectors. 

¶ Measures could be taken to strengthen the capabilities of relevant Norwegian monitoring 

and enforcement authorities. 

Mode 4 of supply of services: The free trade scenario assumes that Norway will undertake some 
commitments regarding mode 4 of supply. In 2006 Norway participated in a collective request to 
allow the presence of persons, in particular managers of contractual service suppliers, and 
independent professionals. Nevertheless, it is not unlikely that Norway will maintain major 
reservations. 

In our view, the primary consequences of Norwegian commitments are that Chinese enterprises, 
including enterprises where Chinese investors own large shares, will significantly expand their use of 
Chinese professionals in Norway. Norwegian enterprises as well as foreign-owned enterprises will 
probably do the same.  The likely result will be to lower the cost of services where Chinese personnel 
are used. One example with environmental relevance is the construction of wind power and mini-
hydro facilities, see below. While lower cost of renewable energy is positive for the environment, 
compliance and enforcement problems may arise, especially given the language barrier. Depending 
on the character of the activity in question, compliance and enforcement problems may bring 
increased risk of harmful environmental effects from ordinary activities or from accidents that may 
occur as a result of these activities. 

National treatment of investment: The national treatment (NT) provision is likely to cover all 
regulatory and economic measures that may affect an investment during its life-cycle. Trends in case 
law indicate that investors face a heavy burden of proof when invoking such provisions, and that 
claims are increasingly based on the fair and equitable treatment provisions rather than the NT 
provisions. We find that there is a low but slightly above-average (compared to BITs and other FTAs), 

and increasing probability that an investor will invoke the NT provision under a Sino·Norwegian FTA. 
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Future clarification of the NT obligation is likely to establish a fair balance between the interests of 
investors and states, as seen from the perspective of investment tribunals. Adding an explanatory 
footnote to the NT provision could allow states to justify measures that otherwise would be regarded 
as unlawful under the provision. Such a footnote would increase the emphasis on the motivation of 
public authorities, and allow a broad range of arguments and materials to be brought forward during 
dispute settlement. This in turn could significantly increase the cost of proceedings. 

 

Environmental consequences of the green trade scenario 

Several recent cases have demonstrated the potential tensions between trade and the environment.  

¶ /ƘƛƴŀΩǎ ǇƻƭƛŎƛŜǎ ƛƴ ǎǳǇǇƻǊǘ ƻŦ ǿƛƴŘ ŜƭŜŎǘǊƛŎƛǘȅ ŀƴŘ, recently, photovoltaic (solar) electricity 
have been criticized for constituting unfair trade practice and brought to the WTO. 

¶ 9¦Ωǎ ǇƻƭƛŎȅ of charging airplanes taking off from European airports for the carbon they emit 
has been criticized by US and Chinese airlines, and lawsuits are pending at the European 
Court of Justice.  

¶ /ƘƛƴŀΩǎ ǇƻƭƛŎȅ of limiting the export and production of rare earths on environmental grounds 
has been criticized by the main importing countries and brought to the WTO. 

These cases are described in boxes in the main text of the report. In such cases, it is the principle of 
the green trade scenario that legitimate environmental interests shall prevail over trade interests.  

Integration of environmental provisions: The report considers the inclusion of environmental 
provisions in the preamble and the main text of the FTA, and distinguishes between provisions on the 
purpose and principles of the FTA, on the rights and obligations of states, and on institutional and 
procedural issues. Preambular language, including statements on the relationship between the FTA 
and existing environmental agreements, is unlikely to have effects in the short term (first five years), 
but may well prove relevant to the interpretation and application of the FTA in the medium and long 
term. The report finds that there is some scope for extending and specifying the general exceptions, 
but that such extension is likely to have limited effects in practice. We conclude that the most 
effective approach to ensuring appropriate regulation of the relationship between the FTA and MEAs 
would be to adopt a provision setting out precise rules regarding the relationship between the FTA 
and a limited number of MEAs. Some recent FTAs contain provisions recommending or prohibiting 
the lowering of environmental standards in order to attract investment or gain competitiveness. In 
our view, such provisions, combined with a high-level consultation mechanism, could prove 
important in the rare cases where Norway or China lower their environmental standards in order to 
gain competitiveness.  

Fast track for environmental goods and services: The green trade scenario seeks to stimulate trade 
in environmental goods and services and is tolerant towards trade barriers on environmentally 
harmful goods and services. Norway has a zero import tariff on most industrial goods, and an 
initiative to exempt specific environmental goods from tariff is unlikely to make much difference. 

Chinese tariffs on most environmental goods are 5·10%. Non-tariff barriers are in some cases the 
most important barriers to the innovation and manufacture of environmental goods. The report 
ŎƻƴǎƛŘŜǊǎ ǘƘŀǘ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ƳŜŀǎǳǊŜǎ Ŏŀƴ ōŜ ǘŀƪŜƴ ǘƻ ΨŦŀǎǘ ǘǊŀŎƪΩ ǘƘŜ ƛƳǇƻǊǘ ŀƴŘ ŜȄǇƻǊǘ ƻŦ 
environmental goods: eliminate tariffs on environmental goods (in practice relevant only as regards 
China); implement measures to secure increased trade facilitation; simplify access to export credit 
and other forms of lawful and generally accepted forms of support to stimulate export; undertake 
not to impose countervailing and anti-dumping duties on environmental goods;  and ensure that 
communications and consultations regarding import and export of environmental goods are given 
high priority in relevant institutions established under the FTA. The report recommends that 
environmental services be redefined for thŜ ǇǳǊǇƻǎŜ ƻŦ ΨŦŀǎǘ ǘǊŀŎƪƛƴƎΩΣ ŀƴŘ ǘƘŀǘ such ΨŦŀǎǘ ǘǊŀŎƪƛƴƎΩ 
should focus on commitments for modes 1 and 4 of supply. 
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Export control of goods: This issue is controversial at the time of writing, because in the case China ς 
Measures Related to the Exportation of Various Raw Materials (WT/DS394/R) a panel has recently 
ƛǎǎǳŜŘ ŀ ǊŜǇƻǊǘΣ ǿƘƛŎƘ Ƙŀǎ ōŜŜƴ ŀǇǇŜŀƭŜŘΦ ¢ƘŜ Ƴŀƛƴ ǘƘǊǳǎǘ ƻŦ ǘƘŜ ǇŀƴŜƭΩǎ ŦƛƴŘƛƴƎ ƛǎ ǘƘŀǘ ǘƘŜ ƳŜŀǎǳǊŜǎ 
taken by China are unlawful under the WTO Agreement. Against this background, this report 
discusses the possibilities of increasing the flexibility and predictability for a state resorting to export 
controls for environmental purposes. The options recommended are including an interpretative note 
to the relevant general exception explaining the intentions of the parties as to its application to 
export controls; and an annex to the FTA in which the parties may list general and/or specific 
exceptions. 

Intellectual property rights: The present report finds that there is room for a clearer emphasis on 
environmental issues in the context of intellectual property rights than at present under the TRIPS 
Agreement. It also observes that China and Norway seem to have similar positions on the 
relationship between intellectual property rights and biodiversity and recommends that this issue be 
explored further in the negotiations. 

Clean energy and CCS: In 2010 China invested 30% more in new renewable energy than the second-
ranking country, Germany, and 60% more than the third-ranking country, the USA. China has the 
highest capacity in the world of hydro, mini-hydro and wind, and is increasing its capacity in solar 
photovoltaics very rapidly. Norway has perhaps the largest hydro-capacity in the world in relation to 
its size and significant competence in hydro-technologies. Norway has considerable potential for 
onshore wind: the potential for further expansion remains large in China as well. Both countries have 
notable untapped potential for offshore wind energy production.  

The promotion of clean energy and CCS will challenge a trade agreement at many different levels. 
Here we note: technology transfer and intellectual property rights; in order to bring down the costs 
of environmental services, greater openness concerning mode 4 of supply would be helpful; 
facilitated trade in goods that are important components of environmental services; and measures to 
ensure that public procurement is based on merit. 

Apart from public procurement, which we have not considered, the other options are evaluated in 
the green trade scenario. Lowering the Chinese import tariff on environmental goods is probably the 
simplest to achieve. As noted, some liberalization of mode 4 of supply of services is included in both 
the free trade and the green trade scenarios, and may promote clean-energy technologies. Progress 
with respect to intellectual property rights would also benefit the interchange and promotion of 
clean-energy technologies.   
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1. Introduction 
¢ƘŜ tŜƻǇƭŜΩǎ wŜǇǳōƭƛŎ ƻŦ /Ƙƛƴŀ ό/Ƙƛƴŀύ ŀƴŘ bƻǊǿŀȅ ǎƛƎƴŜŘ ŀ aŜƳƻǊŀƴŘǳƳ ƻŦ ¦ƴŘŜǊǎǘŀƴŘƛƴƎ (MoU) 
on 18 September 2008 to undertake negotiations of a Free Trade Agreement (FTA) between the two 
countries. According to the MoU,  

The Free Trade Agreement will aim at promoting trade in goods and trade in services, while 
facilitating investment flows ōŜǘǿŜŜƴ ǘƘŜ tŜƻǇƭŜΩǎ wŜǇǳōƭƛŎ ƻŦ /Ƙƛƴŀ ŀƴŘ ǘƘŜ YƛƴƎŘƻƳ ƻŦ 
Norway, contributing to sustainable economic growth as well as enhancing the cooperation 
between their enterprises, thus improving the welfare and living standard of their people. 

The NorwayςChina Free Trade Agreement ς Joint Feasibility Study  (hereafter the Feasibility Study) 
presents these general conclusions on the expected outcomes of the negotiations: 

A possible FTA between China and Norway would be expected to eliminate tariffs on 
substantially all the trade between the two countries and addressing non-tariff measures, 
ǿƘƛƭŜ ǘŀƪƛƴƎ ƛƴǘƻ ŀŎŎƻǳƴǘ ǎŜƴǎƛǘƛǾƛǘƛŜǎ ƻƴ ōƻǘƘ ǎƛŘŜǎΦ Χ CǳǊǘƘŜǊ ƭƛōŜǊŀƭƛǎŀǘƛƻƴ ƻŦ ǘǊŀŘŜ ƛƴ 
services between the two countries should be aimed at creating mutual beneficial and tailor 
made solutions for China and Norway.  In relation to investment, the future FTA between 
China and Norway would result in greater transparency of regulations and laws that affect 
both direct and portfolio foreign investments, more liberalised regimes which will facilitate 
investments in each country, and a more stable policy framework for investors. (Feasibility 
Study, Ministry of Trade and Industry 2008: 5) 

/Ƙƛƴŀ ƛǎ bƻǊǿŀȅΩǎ ǎŜŎƻƴŘ ƭŀǊƎŜǎǘ ǘǊŀŘƛƴƎ ǇŀǊǘƴŜǊ ƻǳǘǎƛŘŜ ǘƘŜ 9¦Φ The envisaged FTA between China 
and Norway will be one of several agreements relevant to commerce between the two countries.1 It 
may encompass or replace in whole or in part some earlier agreements.  

This is the first bilateral FTA to be negotiated by Norway on a bilateral basis since 1992, as most such 
agreements are negotiated through EFTA. No environmental assessments (EAs) have been conducted 
as regards bilateral FTAs in EFTA. Nor have EAs been conducted on an independent basis, e.g., by 
academic institutions.   

China has negotiated various bilateral FTAs in recent years,2 and these have to some extent been 
subjected to EAs. Its FTA with New Zealand was initiated by a Joint Study Report (2004) which 
analysed potential impacts of future negotiations in different dimensions, including environmental 
impacts. The final FTA was made subject to a National Interest Analysis by New Zealand (2008) that 
includes a brief assessment of environmental effects. A possible Partnership and Cooperation 
Agreement between China and the EU has been the suōƧŜŎǘ ƻŦ ŀƴ ŜȄǘŜƴǎƛǾŜ Ψǎǳǎǘŀƛƴŀōƛƭƛǘȅ ƛƳǇŀŎǘ 
ŀǎǎŜǎǎƳŜƴǘΩ ό{L!ύ ŜƳǇƘŀǎƛȊƛƴƎ ŜƴǾƛǊƻƴƳŜƴǘŀƭ ŦŜŀǘǳǊŜǎ ό9¦Σ нллуύ ŀƴŘ ŀ ǘŜŀƳ ƻŦ ǊŜǎŜŀǊŎƘŜǊǎ ŦǊƻƳ 
Beijing Normal University and other institutions have carried out an EA of a possible FTA between 
China, Korea and Japan (Liu et al., 2010).  

EAs of free trade agreements are quite common in some other countries, most prominently the USA3 
and Canada.4 The EU has carried SIAs of several FTAs and other economic cooperation agreements.5 
In recent years, some developing countries, in particular Latin American, have started to undertake 

                                                           
1
 A list of relevant bilateral agreements between Norway and China is set out in the Methodology Report. 

2
 See http://fta.mofcom.gov.cn/english/index.shtml.  

3
 See http://www.ustr.gov/trade-topics/environment/environmental-reviews.  

4
 See http://www.international.gc.ca/enviro/assessment-evaluation/trade-

commercial.aspx?menu_id=21&menu=R.  
5
 See http://ec.europa.eu/trade/analysis/sustainability-impact-assessments/.  

http://fta.mofcom.gov.cn/english/index.shtml
http://www.ustr.gov/trade-topics/environment/environmental-reviews
http://www.international.gc.ca/enviro/assessment-evaluation/trade-commercial.aspx?menu_id=21&menu=R
http://www.international.gc.ca/enviro/assessment-evaluation/trade-commercial.aspx?menu_id=21&menu=R
http://ec.europa.eu/trade/analysis/sustainability-impact-assessments/
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EAs of their FTAs.6 

Nomenclature is not settled in this area. The term Ψenvironmental assessmentΩ (EA) is used as 
shorthand for this analysis, in line with Canadian usage. The content of the analysis and process also 
fits with the term SEA (for Strategic Environmental Assessment (or Analysis)), or EIA (environmental 
impact assessment).  

This EA follows the modalities and methodology outlined in Methodology Report (Fauchald and 
Vennemo, 2011). It is based on publicly available information about the FTA negotiations between 
China and Norway. 

2. Main content of this assessment 
This assessment is built around a baseline scenario (chapter 3), a free trade scenario (chapter 5) and 
a green trade scenario (chapter 6). The baseline scenario assumes that no FTA between China and 
Norway is agreed, and analyses the patterns of trade and investment given this assumption. The free 
trade scenario assumes that an FTA is agreed, lowering trade and investment barriers with a view to 
facilitating trade and investment between the two countries. The green trade scenario assumes that 
particular attention is paid to facilitating sustainable, green trade and investment; further, that, to 
this end, some barriers are lowered to facilitate environmentally beneficial trade and investment, 
and some environmental safeguards and policies are strengthened.  

The difference between the baseline scenario on the one hand and the free trade and green trade 
scenarios on the other defines the economic and regulatory impacts of the FTA. However, in practice 
any analysis of an FTA will have to focus on impacts that are likely to be important from political, 
social, economic or environmental perspectives. This assessment conducts a screening based on the 
Methodology Report (chapter 4) and scoping (chapter 7) of impacts for their environmental 
implications, and concludes this process by identifying a limited number of sectors and issues for 
further analysis.  

The sectoral studies are referred to as case studies here. There are three case studies in the free 
trade scenario (fish, clothing, services associated with mining) and a further two in the green trade 
scenario (clean energy and carbon capture & storage). In addition, the free trade scenario analyses 
the impacts of mode 4 supply of services, and national treatment of investment. The green trade 
scenario analyses the impacts of integrating general clauses on the environment, of fast-tracking for 
environmental goods and services, of export controls for environmental purposes, and of intellectual 
property rights.   

 

3. Baseline scenario 
In accordance with good practice in EAs (see Methodology Report) we develop a baseline scenario 
that provides a yardstick for evaluating impacts of the free trade and green trade scenarios. One 
main question is how to deal with the still-ongoing negotiations in the WTO. For Norway, the major 
implications of a conclusion of the Doha Round are likely to be reduction of tariffs and subsidies in 
the agricultural sector as well as extension of commitments in the services sector. For China, with its 
broader range of trade restrictions, conclusion of the Doha Round might have more significant 

                                                           
6
 OECD 2007:67·68 óThe United States, in particular, has encouraged its trade partners to conduct assessments. 

Morocco, Jordan, Chile, and Singapore for example have conducted assessments in connection with RTAs 

negotiated with the United States, but these reports are generally not publicly available. é In addition, some 

countries have conducted assessment studies with financial and technical support from the United Nations 

Environment Programme (UNEP).ô UNEP has sponsored country studies covering more than 20 countries. 
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effects, e.g. for tariffs and market access for goods, commitments regarding service sectors, and 
investment-related issues (through service commitments). Given the high level of uncertainty 
regarding the results of the Doha Round, as well as our ƭƛƳƛǘŜŘ ŀŎŎŜǎǎ ǘƻ ƛƴŦƻǊƳŀǘƛƻƴ ŀōƻǳǘ ŎƻǳƴǘǊƛŜǎΩ 
positions in the negotiations, in particular those of China, we decided against basing the baseline 
scenario on a potential conclusion of the Doha Round. As conclusion of the Doha Round would 
presumably facilitate trade and investment between Norway and China, thus reducing the relative 

effects of a Sino·Norwegian FTA, our choice of baseline scenario is more likely than not to involve an 
over-estimation of the potential effects of such an FTA.  

The baseline is defined by the existing legal commitments of the negotiating partners: in the context 
of these negotiations, the commitments undertaken by Norway and China in the WTO as well as 
bilateral agreements in force between the parties. We have adjusted this starting point on the basis 
of relevant unilateral decisions of the negotiating parties to liberalize, in particular regarding the 
application of lower tariffs than those set out in the WTO Schedule of Concessions. 

 

3.1 Recent trends in trade and investment 
To introduce the baseline scenario we review recent trends and the present situation with respect to 
trade and investment volumes between China and Norway.  

Trade in goods  
For trade in goods, both imports from China and exports to China are increasing, with imports 
increasing the most (see Figure 3.1). Note that these figures given there do not include, e.g. 
Norwegian petroleum exported to Amsterdam or elsewhere, and later imported to China from there. 
This is the case for other Figures and Tables in this section as well. 

Figure 3.1 Trends in Norwegian imports from China and exports to China , NOK billion   

 

Note: Trade in goods, in current NOK. Source: Statistics Norway. Chinese statistics may give a different answer. In 2006, for 
example, Norwegian statistics recorded a trade volume with China of USD 5.4 billion whereas China recorded USD 2.95 
billion. See Feasibility Study.  
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Clothing is the main import item to Norway from China, followed by office machines including PCs 
and telecommunications equipment. In 2010, five groups (2-digit HS) accounted for two-thirds of all 
imports (see Figure 3.2).  

 

 

Figure 3.2 Main import items to Norway from China , NOK billion  

 

Note: Unit billion NOK. Year 2010. Source: Statistics Norway. 

 

ΨFish and marine productsΩ are the main export item from Norway to China, followed by metals, and 
industrial machines. In 2010, five groups (2-digit HS) accounted for 60% of all exports (see Figure 3.3).  
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Figure 3.3 Main export categories from Norway to China  

 

Note:  Unit billion NOK. Year 2010. Source Statistics Norway. 

 

In general, trade between the two countries seems associated with comparative advantages. Norway 
exports fish and metals to China; China exports clothes, PCs etc. to Norway, and the two countries 
acknowledge the role of comparative advantages in the trade negotiations. Let us cite from the 

summary published by China following the sixth round of Sino·Norwegian FTA talks (emphasis 
added):  

China's Machinery and Electronic Products took up nearly 50% of the export to Norway 
including vessels, electronic appliance, computers, communication and mechanical 
equipment; and the products like chemical fertilizers, fish products, and petrochemical 
products took up a large proportion of China's import from Norway, which obviously 
embodied the mutual complementarity of commodity structure of the bilateral trade. 
Additionally, the cooperation of both countries in the fields of seamen labor services, 
information & communication, pharmaceuticals, is also becoming closer and closer.7

  

 

The policy environment for trade in goods  
The development in goods trade is correlated with trends in the policy environment for trade. Tariffs 
and non-tariff barriers are sometimes considered jointly in the form of tariff-equivalent effective 
rates of protection. Fæhn (2002) explains this theory, and estimates effective rates of protection for 
the Norwegian economy in 1989, 1991 and 1994Φ ¢Ƙƛǎ ǿŀǎ ǇǊƛƻǊ ǘƻ bƻǊǿŀȅΩǎ ²¢h ŀŎŎŜǎǎƛƻƴΣ ƛƴ 
which import quotas were turned into tariff equivalents. For instance, in 1994 tariffs on agricultural 
goods were zero and domestic production was protected by quotas. Hence these estimates do not 
say anything about the tariff equivalents of ǘƻŘŀȅΩǎ non-tariff barriers. The pattern of protection 

                                                           
7
 http://fta.mofcom.gov.cn/enarticle/ennorway/ennorwaynews/200912/1948_1.html  

http://fta.mofcom.gov.cn/enarticle/ennorway/ennorwaynews/200912/1948_1.html


Environmental implications of a Sino-Norwegian FTA 

Vista Analysis and Fridtjof Nansen Institute (FNI) 16 

registered by Fæhn is similar to that noted by the WTO (2010): extensive protection of agricultural 
goods and almost free trade otherwise.  

The World BankΩǎ Ease of Doing Business surveys indicate that neither China nor Norway currently 
has particularly cumbersome export and import procedures.8 However, while NorwŀȅΩǎ procedures 
seem to be among the least cumbersome in the world, those of China are about the global average. 
For instance, Norwegian procedures require seven days of document preparation and handling, and 
$729 for a standardized cargo of goods to be imported to Norway, whereas in China the same 
procedure requires 24 days and $545. The global average is 26 days. 

¢ƘŜ ǇƻƭƛŎȅ ŜƴǾƛǊƻƴƳŜƴǘ ŦƻǊ /ƘƛƴŀΩǎ ǘǊŀŘŜ ƛǎ ƘŜŀǾƛƭȅ ƛƴŦƭǳŜƴŎŜŘ ōȅ ǘƘŜ ŎƻǳƴǘǊȅΩǎ joining the WTO in 
2001. WTO accession led to the easing and eventual lifting of the tariff-rate-equivalent export quotas 
on Chinese textiles and clothing, which has been shown to have had a major impact (see e.g., 
±ŜƴƴŜƳƻ Ŝǘ ŀƭΦΣ нллуύΦ !ōƻǾŜ ǿŜ ƴƻǘŜŘ ǘƘŀǘ ŎƭƻǘƘƛƴƎ ƛǎ /ƘƛƴŀΩǎ Ƴŀƛƴ ŜȄǇƻǊǘ ŎŀǘŜƎƻǊȅ ǘƻ bƻǊǿŀȅ 
today. On the import side, WTO accession led to the gradual lifting of industrial and agricultural 
quotas and tariffs, thereby opening up for more imports to China. 

The Chinese policy environment for trade in goods is also likely to be influenced by cases brought 
against China in the WTO. Of particular interest to this study, China has been subject to two 
complaints concerning environmental measures. The first is China τ Measures Related to the 
Exportation of Various Raw Materials (DS398, 395, 394), in which China, inter alia, invokes 
environmental reasons to justify export duties and quotas on bauxite, coke, fluorspar, magnesium, 
manganese, silicon metal and zinc. The panel rejected the Chinese arguments,9 but this decision was 
appealed by China on 31 August 2011. The second case is China τ Measures Concerning Wind Power 
Equipment (DS419), in which the USA has claimed that Chinese measures providing grants, funds, or 
awards to enterprises manufacturing wind power equipment are in violation of article 3 of the SCM 
Agreement. So far, this case has been subject to consultations only, in which Japan and the EU have 
joined in. In addition to these two cases formally brought to the dispute settlement mechanism, the 
EU, USA and Japan have given consideration to bringing a case to the WTO concerning Chinese 
ǇƻƭƛŎƛŜǎ ǊŜƎŀǊŘƛƴƎ ΨǊŀǊŜ ŜŀǊǘƘsΩΦ10 

Trade in services  
Data from the UN show thŀǘ bƻǊǿŀȅΩǎ ŜȄǇƻǊǘǎ ƻŦ ǎŜǊǾƛŎŜǎ ǘƻ /Ƙƛƴŀ ŀǊŜ лΦм% ƻŦ bƻǊǿŀȅΩǎ ǘƻǘŀƭ ŜȄǇƻǊǘǎ 
of services (see Table 3.1). The amounts involved are small, and exports or services to China make up 
around 220 million NOK, less than each of the five main items of goods exported to China.  

Table 3.1 Export of services from Norway to the world, and to China. USD billion  

World  38.6 

China  0.038 

Source: www.unstats.un.org 

 

The main ŎŀǘŜƎƻǊƛŜǎ ƻŦ ǎŜǊǾƛŎŜǎ ǎƻƭŘ ŦǊƻƳ bƻǊǿŀȅ ǘƻ /Ƙƛƴŀ ŀǊŜ ΨƻǘƘŜǊ ōǳǎƛƴŜǎǎ ǎŜǊǾƛŎŜǎΩ, and the 
most imporǘŀƴǘ ǎǳōŎŀǘŜƎƻǊȅ ǳƴŘŜǊ ǘƘƛǎ ƘŜŀŘƛƴƎ ƛǎ ΨƳƛǎŎŜƭƭŀƴŜƻǳǎ ōǳǎƛƴŜǎǎΣ ǇǊƻŦŜǎǎƛƻƴŀƭ ŀƴŘ 
ǘŜŎƘƴƛŎŀƭ ǎŜǊǾƛŎŜǎΩΦ Lƴ ƎŜƴŜǊŀƭΣ ƳŀǊƛǘƛƳŜ ǎŜǊǾƛŎŜǎ ŀǊŜ ƛƳǇƻǊǘŀƴǘ ŦƻǊ bƻǊǿŜƎƛŀƴ ǘǊŀŘŜ, but exports of 
such services to China are probably registered elsewhere in the statistics. 

                                                           
8
 http://www.doingbusiness.org  

9
 WT/DS394/R. 

10
 See http://ictsd.org/i/news/bridgesweekly/114203/.  

http://www.doingbusiness.org/
http://ictsd.org/i/news/bridgesweekly/114203/
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Imports of services to Norway from China make up 0.2% of all Norwegian imports of services (Table 
оΦнύΦ ΨhǘƘŜǊ ōǳǎƛƴŜǎǎ ǎŜǊǾƛŎŜǎΩ ƳŀƪŜ ǳǇ Ƴƻǎǘ bƻǊǿŜƎƛŀƴ ƛƳǇƻǊǘǎ ŦǊƻƳ /ƘƛƴŀΦ  

Table 3.2 Imports of services to Norway from the world, and from China. USD bill ion  

World 36.8 

China  0.066 

Source: www.unstats.un.org 

Investment  
More and more Norwegian companies are investing in China, and Chinese companies have started to 
invest in Norway. According to official Chinese figures, Norway had made 258 separate investments 
in China at the time (2008) of the Feasibility Study. That year saw the establishment of three Chinese 
companies in Norway: ZTE, COSCO and Air China. 

 

3.2 Baseline scenario for trade in goods 
We assume that the baseline scenario can build on the current most-favoured nation (MFN) applied 
tariff rates as detailed in WTO (2010). See also the general comments with respect to the Doha 
Round above. Key points concerning the current tariff rates are as follows:  

Import tariffs , Norway  
Norwegian tariffs on goods are concentrated on a sub-set of agricultural goods. According to WTO 
(2010) the simple most-favoured-nation (MFN) average of import tariffs on agricultural goods is 
43.2%. About half of the agricultural import volume is tariff-free. For non-agricultural goods the 
average tariff rate is only 0.5%, and with 97% of such import tariff-free. Import tariffs are 
unimportant for tax revenues in Norway, representing only 0.3% of the total.  

Among agricultural products, animal products have the highest MFN tariffs · almost 140% on 
average. Some products here have very high tariff rates, e.g. live ducks weighing less than 185 
grammes (555%) and frozen boneless meat of bovine animals (119 NOK/kg). The tariff on dairy 
products is also high, 64% on average, but may be less relevant for imports from distant countries 
like China. Physical conditions for imports may be better for cereals and preparations, which have an 
average MFN applied tariff of 52% (max 494%). Rice has a tariff of 1.74 NOK/kg, but half of the tariff 
lines in this subheading are tariff-free. China has a strong industry in oilseed fats and oils. The 
Norwegian average MFN applied tariff on such items is 31% (max 295%).   

Among non-agricultural goods, clothing is almost the only category with a significant Norwegian tariff 

· 10.7% for most clothing items. That tariff is confined to processed products, while textiles have an 
average tariff of 0.5%. For these products, Norway practises ΨǘŀǊƛŦŦ ŜǎŎŀƭŀǘƛƻƴΩ, whereby tariff rates 
increase with the degree to which the products are processed. 

Import tariffs , China 
Norwegian export faces an average import tariff to China of 9.0% (WTO 2010). One fifth of exports 
are tariff-free. China has an average MFN applied tariff on agricultural goods of almost 16%. Only 
0.7% of its import is tariff-free (see Table 3.3 below). The country has an average tariff on non-
agricultural goods of almost 9%. Around half of non-agricultural import is tariff-free. Some 3% of 
Chinese tax revenues come from import tariffs.  

The average tariff on agricultural goods is fairly evenly distributed among subcategories and China 
does not impose very high tariffs on any goods. The average import tariff on fish is lower than the 
average for (other) agricultural goods, at 10.7%. The import tariffs on the various categories of fish 
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are of interest to Norway.  Frozen Atlantic salmon is subject to an import tariff of 10%. Fresh or 
chilled salmonidae (excl. species of trout) has 12%, prepared and preserved salmon also 12%. Frozen 
mackerel, cod and haddock are also important to Norway (Feasibility Study 2008). Import tariffs for 
mackerel and cod are 10%, and 12% for haddock.  

As to non-agricultural goods, the average MFN tariffs are also quite even across goods. Non-electrical 

machinery · an important category for Norway · has an average tariff of 7.8%, with a maximum of 
35% and a tariff-free share of 9%. Transport equipment has a tariff of 11.5%.  

Some authors have argued that effective tariff rates in China are lower than the nominal tariff rates 
because of special economic zones, other discretionary measures, and trade through Hong Kong 
(Fisman and Wei, 2004; Vennemo et al., 2008).  

 

Table 3.3 Average applied MFN import tariffs per main category , % 

Norway China 

Agricultural goods Non-agricultural goods Agricultural goods Non-agricultural goods 

43.2 0.5 15.7 8.7 

 

The baseline scenario assumes that applied tariffs will remain at approximately the same level as 
currently. The main driver for lower tariffs seems to be the Doha negotiations, and, having decided 
not to include any impact from these negotiations on the baseline, we do not see compelling 
evidence for lower tariffs in the baseline. Nor do we see compelling evidence for higher tariffs in the 
baseline. The existing WTO agreement sets maximum tariffs on most goods, and wherever applied 
tariffs are lower than the maximum there seems to be an expectation not to increase them.   

Non-tariff barriers (NTBs) Norway and China  
Trade facilitation is one of the topics on which countries have made significant progress during the 
Doha negotiations.11 We assume that some trade facilitation is likely to result from the general 
agreement that has been achieved during the negotiations, regardless of whether there will be a 
conclusion of the negotiations. However, considerable uncertainty remains concerning the specific 
content and modalities of the trade facilitation that will occur and the specific trade effects of such 
trade facilitation for trade between Norway and China. Against this background, we find it 
appropriate to apply a conservative estimate of the potential trade facilitation to be expected under 
the baseline scenario. 

The Global Enabling Trade Report, published by the World Economic Forum (WEF 2010), includes a 
system of indexes where countries are scored on several parameters including non-tariff barriers 
(NTBs). The score on the non-tariff barrier indicator is explained as follows: 

This index is constructed as the average of two NTM-related variables. The variables included 
are the percentage of trade affected by non-tariff measures (NTMs) and the average number 
of notifications for products affected by NTMs, for products with imports larger than 0. 
Politically motivated NTMs, such as embargos, have been excluded.  

                                                           
11

 See Draft Consolidated Negotiating Text of 21 April 2011, WTO doc. TN/TF/W/165/Rev.8. 
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In 2010 China obtains a score for non-tariff barriers of almost 24, putting it at no. 34 in the world 
(34th best). Norway scores 4, making it no. 9 in the world. Thus, the potential for reducing NTBs 
seems to be significantly higher for China than for Norway.12 

The WTO Trade Policy Review of China carried out in June 2010 (TPR China 2010) focused on NTBs. 
¢ƘŜ ²¢h {ŜŎǊŜǘŀǊƛŀǘ wŜǇƻǊǘ ƻƴ /ƘƛƴŀΩǎ ¢ǊŀŘŜ tƻƭƛŎȅ ƴƻǘŜǎ ǘƘŀǘΥ 

Apart from import prohibitions (to protect public interest, environment, or in accordance with 
international commitments), China has continued to use non-tariff border measures (such as 
import and export licensing) as instruments of its trade and industrial policies. State trading is 
still used to manage trade in certain imports and exports of, inter alia, some agricultural 
products and crude and processed oil. 

Χ ¢ƘŜ DŜƴŜǊŀƭ !ŘƳƛƴƛǎǘǊŀǘƛƻƴ ƻŦ vǳŀƭƛǘȅ {ǳǇŜǊǾƛǎƛƻƴΣ LƴǎǇŜŎǘƛƻƴ ŀƴŘ vǳŀǊŀƴǘƛƴŜ ό!v{Lvύ Ƙŀǎ 

reformed its entry·exit inspection procedures and introduced a direct release system to 
facilitate trade.13 

In 2009, import permits were required for a total of 95 product groups, including ozone-depleting 
substances, old mechanical and electronic products, toxic materials, and radioactive isotopes and 
their compounds. Some of these may be positive from an environmental point of view, others 
negative. We will discuss the implications of free and freer trade later. In addition, a system of 
automatic import licenses was applied for statistical purposes, covering 560 product groups, 
including poultry, vegetable oil, tobacco, chemical fertilizers, coal, natural rubber, iron ore, crude and 
processed oil, steel, machinery products, automobile components, and ships. Products allowed to be 
imported only by state-trading enterprises or other enterprises fulfilling certain requirements (inter 
alia in order to protect the environment and exhaustible resources), included grain (hereunder 
wheat, maize, and rice), sugar, cotton, chemical fertilizer, tobacco, and crude oil and processed oil.14  

Preshipment inspection requirements are required for, inter alia, imports of solid waste used as raw 
materials and certain used electronic products deemed to affect public health and the environment. 
As noted by the WTO Trade Policy Review, Ψ/Ƙƛƴŀ Ƙŀǎ ŘŜǎƛƎƴŀǘŜŘ ǎƻƳŜ ŦƻǊŜƛƎƴ ƛƴǎǘƛǘǳǘƛƻƴǎ ǘƻ 
conduct PSI and to issue certificates. It is not clear to the Secretariat whether China sends people or 
ƛƴǎǘƛǘǳǘƛƻƴǎ ŀōǊƻŀŘ ǘƻ ŎƻƴŘǳŎǘ t{L ƛƴǎǇŜŎǘƛƻƴǎΦΩ15 We are not aware that such PSIs are conducted in 
Norway for goods to be exported to China. In 2009, China required sanitary and phytosanitary (SPS) 
inspection for a total of 4,815 product groups. The lists of products for which such inspection is 
required change significantly from year to year. Reforms, including inspection at destination, have 
been introduced in order to facilitate trade.16 

Less than 20% of Chinese product standards are mandatory.17 China operates a compulsory product 
certification system in order to ensure human health and safety, life and health of animals and 
plants, and environmental protection, among other things.18 It has signed regional and multilateral 
mutual recognition agreements on certification and accreditation, and has established relevant 
institutions in accordance with ISO standards.19 
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The Agreement between Norway and China on Economic, Industrial and Technical Cooperation (25 
September 1980, Beijing) and the Long Term Trade Agreement between Norway and China (15 June 
1982, Oslo) established a Mixed Commission charged, inter alia, with dealing with NTBs. In addition, 
more specific agreements addressing NTBs include the Protocol between Norway and China on 
certification and inspection procedures regarding fertilizers (30-06-2000, Oslo), the MoU between 
Norway and China on Cooperation in the Field of the World Trade Organisation Agreement on 
Sanitary and Phytosanitary Measures (6 November 2008, Beijing), and the Agreement on Fisheries 
Cooperation (26 March 2007, Beijing), the latter set to expire after five years. To our knowledge 
there has not yet been agreement to extend it. While these agreements provide a framework for 
resolving differences regarding NTBs through various procedures, they do not establish mutual 
recognition agreements or substantive rules regarding the adoption or content of NTBs. 

In conclusion, the baseline scenario assumes that there will be a generally low level of NTBs, but that 
there is a high degree of uncertainty and the level of NTBs may differ significantly from sector to 
sector. This scenario further assumes that political factors are likely to raise the level of uncertainty, 
at least in the short term, and that technical cooperation between Norway and China within the 
current framework will contribute to a considerable long-term reduction of this uncertainty. 

Government procurement  
China is an observer to the WTO Government Procurement Agreement (GPA) and has since 
December 2007 negotiated for accession. To our knowledge, no final decision has yet been taken 
ŎƻƴŎŜǊƴƛƴƎ /ƘƛƴŀΩǎ accession.20 According to the TPR of China, Ψ/Ƙƛƴŀ Ƙŀǎ ƴƻǘ ǎƛƎƴŜŘ ŀƴȅ ōƛƭŀǘŜǊŀƭΣ 
regional, or multilateral agreement on ƎƻǾŜǊƴƳŜƴǘ ǇǊƻŎǳǊŜƳŜƴǘΩΦ21 Chinese accession to the GPA 
will promote transparency and could significantly reduce trade-related problems associated with 
corrupt practices. 

Domestic measures aimed at controlling export  
/ƘƛƴŀΩǎ !ŎŎŜǎǎƛƻƴ tǊƻǘƻŎƻƭ ό²¢κ[κпонύ Řealt with issues relevant to restrictions on export. Section 5 
liberalized the right to trade, but retained the right to subject various products to state trading, 
including the right to export. The products covers 134 HS sub-headings (8-digit level), and include 
tea, rice, corn, soy bean, tungsten ore, ammonium paratungstates, tungstate products, coal, crude 
oil, processed oil, silk, unbleached silk, cotton, cotton yarn, woven fabrics of cotton, antimony ores, 
antimony oxide, antimony products, and silver. Export licenses and quotas are addressed in section 8 
ǇŀǊŀΦ н ƻŦ ǘƘŜ !ŎŎŜǎǎƛƻƴ tǊƻǘƻŎƻƭΣ ǿƘƛŎƘ ǎǘŀǘŜǎ ǘƘŀǘ ΨŦƻǊŜƛƎƴ ƛƴŘƛǾƛŘǳŀƭǎ ŀƴŘ ŜƴǘŜǊǇǊƛǎŜǎ ŀƴŘ ŦƻǊŜƛƎƴ-
funded enterprises shall be accorded treatment no less favourable than that accorded to other 
indivƛŘǳŀƭǎ ŀƴŘ ŜƴǘŜǊǇǊƛǎŜǎΩΦ !ŎŎƻǊŘƛƴƎ ǘƻ ǎŜŎǘƛƻƴ ф ǇŀǊŀΦ н ƻŦ ǘƘŜ tǊƻǘƻŎƻƭΣ price controls for 
exported goods would be limited to the following categories of products: tobacco, edible salt, natural 
gas, and pharmaceuticals, as well as products subject to government guidance pricing: grain, 
vegetable oil, processed oil, fertilizer, silkworm cocoons, and cotton. Section 11 para. 3 of the 
Protocol obliges China to eliminate all taxes and charges applied to exports unless specifically 
provided for in Annex 6, which 6 lists 84 HS numbers, overwhelmingly metals and some chemicals, 
for which maximum export taxes and charges range between 20% and 40 %. 

In addition to the commitments listed in the Accession Protocol, several undertakings in the Working 
Party Report on CƘƛƴŀΩǎ ŀŎŎŜǎǎƛƻƴ ǘƻ ǘƘŜ ²¢h ό²¢κ!//κ/Ibκпфύ ŀǊŜ ƭŜƎŀƭƭȅ ōƛƴŘƛƴƎΦ22 Of particular 
interest in relation to export controls are commitments set out in paras. 18 (non-discriminatory 
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treatment of enterprises), 46 (sales of state-owned enterprises), 62 (price controls), and 83(d) (right 
to export for foreign-invested enterprises). 

In general, Chinese rules and procedures regulating export mirror those applied to import. In 
addition, China applies a regime of export taxes, ŀǇǇƭƛŜŘ ΨǿƛǘƘ ŀ ǾƛŜǿ ǘƻ ŎǳǊǘŀƛƭƛƴƎ ŜȄǇƻǊǘǎ of certain 
products, including restricting exports of highly polluting and high-energy-consuming products; 
promoting environmental protection; improving sustainable economic development; and conserving 
ƴŀǘǳǊŀƭ ǊŜǎƻǳǊŎŜǎΦΩ /Ƙƛƴŀ ŀǊƎǳŜǎ ǘƘŀǘ ǎǳŎƘ ƳŜŀǎǳǊŜǎ ŀre in accordance with Art. XX of GATT.23 
Moreover, value added taxes are frequently not fully rebated upon export. The WTO Secretariat 
made the following assessment of the effectiveness of a broad range of export restraints, including 
export prohibitions, quotas, licensing requirements and taxes, as well as less-than-full rebate of VAT 
on exports and state trading arrangements: 

Χ ŜȄǇƻǊǘ ǊŜǎǘǊŀƛƴǘǎ Ƴŀȅ ƴƻǘ ōŜ ǘƘŜ ōŜǎǘ ǿŀȅ ǘƻ ŀŎƘƛŜǾŜ ǎƻƳŜ ƻŦ ǘƘŜ ƻōƧŜŎǘƛǾŜǎκǊŀǘƛƻƴŀƭŜǎ 
mentioned above. In particular, restricting the export of some highly polluting or high-energy 
consuming products is not the most economically efficient way to protect the environment 
or reduce energy consumption. Nor are export restraints the best way to conserve natural 
resources. China is starting to consider more suitable internal (rather than trade) measures 
to achieve these objectives. Although the Government increased its export restrictions on 
rare earth by, for example cutting export quotas or increasing export taxes, it has imposed 
domestic production caps on rare earth and is considering levying an environmental tax on 

the production/extraction of natural resources during the 12th Five-Year period (2011·15), 
with a view to preserving non-recyclable natural resources and protecting the environment.24 

9ȄǇƻǊǘ ǇǊƻƘƛōƛǘƛƻƴǎ ŀƴŘ ƭƛŎŜƴǎƛƴƎ ŀǊŜ ƎŜƴŜǊŀƭƭȅ ŀǇǇƭƛŜŘ ǘƻ ƛƳǇƭŜƳŜƴǘ /ƘƛƴŀΩǎ ƻōƭƛƎŀǘƛƻƴǎ ǳƴŘŜǊ 
environmental treaties, such as CITES and the Basel Convention. A total of almost 300 groups of 
products are subject to export prohibition or licensing.25 China also controls export by requiring 
certain goods to be exported through state trading enterprises, ŦƻǊ ǘƘŜ ǇǳǊǇƻǎŜǎ ƻŦ ΨŜƴǎǳǊƛƴƎ ǎǘŀōƭŜ 
domestic supply; avoiding drastic price fluctuations in international markets; safeguarding food 
safety; and protecting exhaustible and non-ǊŜŎȅŎƭŀōƭŜ ƴŀǘǳǊŀƭ ǊŜǎƻǳǊŎŜǎ ŀƴŘ ǘƘŜ ŜƴǾƛǊƻƴƳŜƴǘΦΩ26  

²Ŝ ŀǎǎǳƳŜ ǘƘŀǘ ǘƘƻǎŜ ŜȄǇƻǊǘ ǊŜǎǘǊƛŎǘƛƻƴǎ ǘƘŀǘ ŀǊŜ ǊŜƭŀǘŜŘ ǘƻ /ƘƛƴŀΩǎ ƛƳǇƭŜƳŜƴǘŀǘƛƻƴ ƻŦ 
environmental treaties will remain unchanged. The description of Chinese mechanisms to control 
export in the TPR indicates that they are fairly well established and are not frequently amended. On 
the one hand, we note that some Chinese export restrictions are subject to dispute settlement in the 
WTO (see the box below),27 and that criticism haǎ ōŜŜƴ ŘƛǊŜŎǘŜŘ ŀƎŀƛƴǎǘ ŜȄǇƻǊǘ ǊŜǎǘǊƛŎǘƛƻƴǎ ƻƴ ΨǊŀǊŜ 
earthsΩ όǎŜŜ ǎŜŎǘƛƻƴ оΦм ŀōƻǾŜύΦ hƴ ǘƘŜ ƻǘƘŜǊ ƘŀƴŘΣ ŦǳǘǳǊŜ ŎƻƳǇŜǘƛǘƛƻƴ ŦƻǊ ǎŎŀǊŎŜ ƴŀǘǳǊŀƭ ǊŜǎƻǳǊŎŜǎ 
may provide China with strong incentives to maintain or introduce new export restrictions. Against 
this ōŀŎƪƎǊƻǳƴŘΣ ǿŜ ŀǎǎǳƳŜ ǘƘŀǘ /ƘƛƴŀΩǎ ǳǎŜ ƻŦ ŜȄǇƻǊǘ ǊŜǎǘǊƛŎǘƛƻƴǎ ǿƛƭƭ ǊŜƳŀƛƴ ŦŀƛǊƭȅ ǎǘŀōƭŜΣ whereas 
products subject to such restrictions may vary over time. 
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Box 3.1 Panel Report: China · Measures related to the export of various raw 
materials  

 

Intellectual property rights  (IPR) 
/ƘƛƴŜǎŜ ǇƻƭƛŎƛŜǎ ǊŜƎŀǊŘƛƴƎ ƛƴǘŜƭƭŜŎǘǳŀƭ ǇǊƻǇŜǊǘȅ ǊƛƎƘǘǎ ǿŜǊŜ ƪŜȅ ƛǎǎǳŜǎ ŘǳǊƛƴƎ ƴŜƎƻǘƛŀǘƛƻƴǎ ƻŦ /ƘƛƴŀΩǎ 
accession to the WTO. While IPR ŀǊŜ ƴƻǘ ǎƛƴƎƭŜŘ ƻǳǘ ŦƻǊ ǎǇŜŎƛŀƭ ǘǊŜŀǘƳŜƴǘ ƛƴ /ƘƛƴŀΩǎ !ŎŎŜǎǎƛƻƴ 
Protocol, such issues were dealt with in great detail in the Working Party Report.28 The TPR of China 
shows that the domestic use of intellectual property rights in China has increased rapidly in recent 
ȅŜŀǊǎΣ ŀƴŘ ǘƘŀǘ /ƘƛƴŀΩǎ ǊŜŦƻǊƳǎ ƻŦ ǊǳƭŜǎ ŀƴŘ ǇǊƻŎŜŘǳǊŜǎ ŀǊŜ ŜŦŦŜŎǘƛǾŜ ƛƴ ǇǊŀŎǘƛŎŜΦ29 The baseline 
scenario assumes that China will continue to encourage domestic applications for IPR, and further 
reinforce its implementation of existing rules and procedures to secure such rights. We also assume 
ǘƘŀǘ /Ƙƛƴŀ ǿƛƭƭ ǇǊƻƳƻǘŜ ŀ ΨōŀƭŀƴŎŜŘΩ ŀǇǇǊƻŀŎƘ ǘƻ IPR by supporting technology transfer, availability 
of compulsory licensing, capacity building, as well as benefit sharing relating to genetic resources. 

 

3.3 Baseline scenario for trade in services  
Trade in services between Norway and China is regulated by the General Agreement on Trade in 
Services (GATS), including the respective Schedules of specific commitments of Norway (WTO doc. 
GATS/SC/66/) and China (WTO doc. GATS/SC/135). Our focus in the following is on the specific 
commitments as set out in the Schedules. There are three main distinctions that are essential to our 
analysis of trade in services: 

- The distinction between horizontal commitments and specific commitments. This distinction 
follows from the respective schedules. Horizontal commitments (including restrictions) apply 
across sectors, while specific commitments apply for the specific sector only. 

- The distinction between commitments regarding market access, as defined in article XVI of 
GATS, and national treatment, as defined in article XVII of GATS. In most cases, China and 
Norway have undertaken the same range of commitments under both provisions. 
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The dispute concerns four types of export restraint on bauxite, coke, fluorspar, magnesium, 
manganese, silicon carbide, silicon metal, yellow phosphorus and zinc. Upon its accession to the 
WTO, China undertook to eliminate all export duties except for a number of products listed in an 
Annex to its Protocol of Accession. China also committed not to apply export quotas. The Panel 
found that China's export duties were inconsistent with the commitments that China had agreed to 
in its Protocol of Accession and that export quotas imposed on some of the raw materials were 
inconsistent with WTO rules. China's Protocol of Accession did not allow the general exceptions in 
Article XX of the GATT 1994 to justify its export duties. Even if China were able to rely on certain 
exceptions available in the WTO rules to justify its export duties, it had not complied with the 
requirements of those exceptions. China was not able to demonstrate that it imposed these 
restrictions in conjunction with restrictions on domestic production or consumption of the raw 
materials so as to conserve the raw materials, or that its export duties and quotas would lead to a 
reduction of pollution in the short- or long-term and therefore contribute towards improving the 
health of its people. The Panel also found that certain aspects of China's export licensing regime 
are inconsistent with WTO rules. Findings of the panel have been appealed by China and the US. 

Source: <http://www.wto.org/english/tratop_e/dispu_e/cases_e/ds394_e.htm> 
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- ¢ƘŜ ŘƛǎǘƛƴŎǘƛƻƴ ōŜǘǿŜŜƴ ŦƻǳǊ ΨƳƻŘŜǎ ƻŦ ǎǳǇǇƭȅΩΥ ό1) cross-border supply, (2) consumption 
abroad, (3) commercial presence and (4) presence of natural persons, as defined in article I:2 
of GATS. 

Horizontal commitments  
The Norwegian Schedule sets general restrictions for all sectors on modes 3 and 4 of supply 
(commercial presence; presence of natural persons) in the form of general authorization procedures 
for acquisition, and a reservation concerning the extension of beneficial treatment of branches and 
agencies of companies established within the European Economic Area. There are general 
exemptions regarding the extension of subsidies to foreign services or service providers. Restrictions 
also apply to the presence of natural persons. 

According to the Chinese Schedule, mode 3 of supply is subject to some general market access 
restrictions, involving in particular establishment of equity joint ventures, branches and 
representative offices, as well as the ownership and rental of land. Mode 4 of supply (presence of 
ƴŀǘǳǊŀƭ ǇŜǊǎƻƴǎύ ƛǎ ƛƴ ƎŜƴŜǊŀƭ ǊŜǎǘǊƛŎǘŜŘ όΨǳƴōƻǳƴŘΩύΣ ŜȄŎŜǇǘ ŦƻǊ ǎƻƳŜ ŎŀǘŜƎƻǊƛŜǎ ƻŦ ƳŀƴŀƎŜǊǎΣ 
executives, specialists and services salespersons. All existing subsidies to domestic services suppliers 
in the sectors of audio-visual, aviation and medical services are unbound with regard to national 
treatment and mode 3 of supply. 

Specific commitments  
Norway has undertaken extensive commitments for modes 1·3 of supply in most sectors. The main 
exception, in addition to the horizontal reservations mentioned above, concerns restrictions on 
mode 4 of supply, where Norway has noted that this mode remains restricted/unbound for almost all 
sectors. There are some sectors of environmental relevance where Norway has not undertaken 
commitments in its schedule.30 These include the following:   

1) Research and development services on natural sciences as well as interdisciplinary research 
and development services 

2) Real-estate services involving own or leased property 
3) Services incidental to mining 
4) Services incidental to energy distribution 
5) Postal services 
6) Health-related and social services 
7) Maritime transport services 
8) Internal waterways transport 
9) Pipeline transport 

In addition, some restrictions apply to environmental services, including the horizontal restriction 
ǘƘŀǘ ŎƻƳƳƛǘƳŜƴǘǎ ƛƴ ǘƘƛǎ ǎŜŎǘƻǊ ΨŘƻ ƴƻǘ ƛƴŎƭǳŘŜ ǇǳōƭƛŎ ǎŜǊǾƛŎŜ functions whether owned and 
ƻǇŜǊŀǘŜŘ ƻǊ ŎƻƴǘǊŀŎǘŜŘ ƻǳǘ ōȅ ƭƻŎŀƭΣ ǊŜƎƛƻƴŀƭ ƻǊ ŎŜƴǘǊŀƭ ƎƻǾŜǊƴƳŜƴǘΩΦ aƻǊŜƻǾŜǊΣ ƳƻŘŜ м ƻŦ ǎǳǇǇƭȅ 
(cross-border supply) remains unbound for both market access and national treatment within all sub-
sectors of environmental services. Finally, there are specific reservations concerning market access 
for mode 3 of supply (commercial presence) for refuse disposal services and cleaning services of 
exhaust gases regarding the existence of monopoly situations. Norway has significant potential for 
undertaking further commitments in the transport sector. 
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China has in general undertaken fewer commitments than Norway in most sectors. China has 
extensive reservations concerning mode 3 of supply (commercial presence), requirements 
concerning joint ventures in particular. As noted in the Feasibility Study (2008: рмύΥ ΨBy the end of 
нллсΣ /Ƙƛƴŀ Ƙŀǎ ƻǇŜƴŜŘ ƳƻǊŜ ǘƘŀƴ млл ǎŜǊǾƛŎŜǎ ǎŜŎǘƻǊǎΣ ŀŎŎƻǳƴǘƛƴƎ ŦƻǊ снΦр҈ ƻŦ ǘƘŜ ²¢hΩǎ {ŜǊǾƛŎŜ 
{ŜŎǘƻǊŀƭ /ƭŀǎǎƛŦƛŎŀǘƛƻƴ [ƛǎǘ ό²κмнлύΦ /ƻƴǎƛŘŜǊƛƴƎ /ƘƛƴŀΩǎ ǎǘŀǘǳǎ ŀǎ ŀ Řeveloping economy, the services 
ƳŀǊƪŜǘ ƻŦ /Ƙƛƴŀ ƛǎ ǉǳƛǘŜ ƭƛōŜǊŀƭƛǎŜŘΦΩ As indicated by this statement, many of these reservations have 
been phased out over time, and we may thus assume that they have been eliminated. In the 2010 
Trade Policy Review (TPR) oŦ /ƘƛƴŀΣ ǘƘŜ ²¢h {ŜŎǊŜǘŀǊƛŀǘ ƳŀƪŜǎ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ŀǎǎŜǎǎƳŜƴǘ ƻŦ /ƘƛƴŀΩǎ 
policy since the 2006 TPR: 

The Government has placed more emphasis on developing services by way of further 
liberalization of sectors, including financial services, telecommunications, and tourism. While 
the presence of SOEs is considerable in key services sectors, such as banking, 
telecommunications, and civil aviation, and there are still significant restrictions on foreign 
investment and private-sector activities, China has adopted some measures to further 
liberalize services, particularly financial services, telecommunications, and tourism. China's 
commitments under the General Agreement on Trade in Services have not changed since its 
previous Review; the authorities consider that China had already implemented some of its 
GATS commitments ahead of the dates envisaged, and recent reforms are part of an ongoing 
liberalization process since its accession to the WTO.31 

The 2010 TPR proceeds to assess services sectors. Of particular interest to this report is the 
assessment of air transport and maritime transport, both of which indicate a high level of 
liberalization and stability in the regulatory framework.32 A reform to open up the tourism sector was 
undertaken in 2009.33 The TPR contains no assessments of other services sectors pertinent to this 
report. 

In some environmentally relevant sectors, China has not undertaken commitments in its schedule. 
These include the following: 

1) Veterinary services 
2) Research and development services (all) 
3) Market research and public opinion polling services 
4) Services related to management consulting 
5) Services incidental to mining 
6) Advisory and consulting services related to manufacturing  
7) Services incidental to energy distribution 
8) Investigation and security activities 
9) Building-cleaning services 
10) Health-related and social services 
11) Pipeline transport 

In addition, there are some restrictions of particular interest in an environmental context. These 
include the following: 

1) Architectural services, engineering services, integrated engineering services, urban planning 
services: Mode 1 (cross-border supply) ς cooperation with Chinese professional organizations 
is required (except scheme design). 
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2) Related scientific and technical consulting services ς focusing at on- and offshore petroleum 
exploitation: Mode 3 (commercial presence) ς Only in the form of petroleum exploitation in 
cooperation with Chinese partners. 

3) Construction and related services ς same restrictions apply to the whole sector: Mode 3 
(commercial presence): Limited to projects with specified rates of foreign funding. 

4) Distribution services: Mode 1 (cross-border supply): unbound for several commission agent 
services, wholesale trade services and retailing services. 

5) Environmental services ς same restrictions apply to the whole sector: Mode 1 (cross-border 
supply, market access): unbound except for environmental consultation services. Mode 3 
(commercial presence): Foreign service suppliers engaged in environmental services are 
permitted to provide services only in the form of joint ventures, with foreign majority 
ownership permitted. 

6) International maritime transport services ς except cabotage: Mode 3 (commercial presence): 
Chinese flag requires joint venture not exceeding 49% foreign investment; the chairman of 
the board of directors and the general manager of the joint venture shall be appointed by the 
Chinese side. Other forms of commercial presence for the supply of such services are 
unbound.  Auxiliary services require joint ventures, with foreign majority ownership allowed 
in most cases. Norway and China have signed a bilateral agreement on marine transport, see 
below. 

7) Internal waterways transport services ς limited to freight transport: Mode 1 (cross-border 
supply): Limited to international shipping in ports open to foreign vessels. Mode 3 
(commercial presence): unbound. 

8) Air transport services ς limited to repair and maintenance services and computer reservation 
systems: Restrictions apply to mode 1 and mode 3 of supply. 

Bilateral cooperation  
A bilateral Agreement on Maritime Transport between Norway and China (4 December 2003, 
Shanghai). Article 5 provides for national treatment regarding access to ports and other facilities, but 
is limited to ports that are open for the entry of foreign vessels. Article 8 offers rights of non-
discrimination regarding multi-modal transport services. Article 9 extends the right to commercial 
presence and article 10 extends rights related to key personnel beyond what follows from the GATS 

Schedules. Articles 14·20 contain rules concerning personnel on board ships, including their rights of 
entry and conditions for employment. 

Norway and China have bilateral cooperation of importance to various services sectors, including 
environmental services. Here we may mention the following: 

- MoU on Cooperation in the Field of Water Resources between the Ministry of Water 

Resources of China and the Ministry of Petroleum and Energy of Norway, signed 10 June 

2010 

- MoU on Cooperation in the Petroleum Sector between the Ministry of Petroleum and Energy 

of Norway and the National Energy Administration of China, signed 12 January 2009 

- MoU on Environmental Cooperation between the Ministry of the Environment of the 

Kingdom of Norway and the Ministry of Environmental Protection of China, signed 30 June 

2008 

- MoU on Enhancing Cooperation in Energy Conservation and Renewable Energy between the 

Ministry of Petroleum and Energy of Norway and the National Development and Reform 

Commission of China, signed 27 September 2006 

These bilateral agreements do not focus specifically on trade in services, but they provide a 
framework within which trade in services is likely to be facilitated. 
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Conclusions 
Our baseline scenario for trade in services assumes that the horizontal and specific commitments will 
remain the same for Norway and China, and that current trends of unilateral liberalization of services 
in both countries will continue at a moderate pace. Such unilateral liberalization does involve some 
uncertainty, as political and administrative decisions may reverse the level of liberalization. This 
baseline scenario assumes that political factors are likely to increase the level of uncertainty, at least 
in the short term, and that technical cooperation within the current cooperative framework will help 

to reduce this uncertainty · especially for sectors of relevance to environmental services, and at least 
in the long term. The Maritime Transport Agreement has secured a high level of liberalization for the 
maritime transport sector. 

 

3.4 Baseline scenario for investment  
¢ƘŜ !ƎǊŜŜƳŜƴǘ .ŜǘǿŜŜƴ ǘƘŜ DƻǾŜǊƴƳŜƴǘ ƻŦ ǘƘŜ tŜƻǇƭŜΩǎ wŜǇǳōƭƛŎ ƻŦ /Ƙƛƴŀ ŀƴŘ ǘƘŜ DƻǾŜǊƴƳŜƴǘ ƻŦ 
the Kingdom of Norway on the Mutual Protection of Investment (hereafter the BIT ς bilateral 
investment treaty) was signed on 21 November 1984 and remains in force. ΨLnvestmentΩ ƛǎ ōǊƻŀŘƭȅ 
defined ƛƴ ǘƘŜ .L¢Σ ŀƴŘ ƛƴŎƭǳŘŜǎ ΨŎƻƴŎŜǎǎƛƻƴǎ ǘƻ ǎŜŀǊŎƘ ŦƻǊ ŀƴŘ ŜȄǇƭƻƛǘ ƴŀǘǳǊŀƭ ǊŜǎƻǳǊŎŜǎΩ (art. 1). Each 
party undertakes to admit investment from the other party in accordance with its laws and 
regulations, while offering the investors fair and equitable treatment and protection (art. 3). Also 
relevant for the right of establishment is Article 5.3 of the Long Term Trade Agreement between 
Norway and China: Ψ¢ƘŜ /ƻƴǘǊŀŎǘƛƴƎ tŀǊǘƛŜǎ ǎƘŀƭƭΣ ƛƴ ŀŎŎƻǊŘŀƴŎŜ ǿƛǘƘ ƭŀǿǎ ŀnd regulations in their 
respective countries, permit organizations, enterprises and firms of the other country engaged in 
foreign trade between the two countries to establish permanent representations, offices or joint 
offices by two or more firms in respeŎǘƛǾŜ ŎƻǳƴǘǊƛŜǎΦΩ !s noted in the Feasibility Study (2008: 92): 
Ψ/Ƙƛƴŀ ŀƴŘ bƻǊǿŀȅ ƘŀǾŜ ŀƭǊŜŀŘȅ ŎŀǊǊƛŜŘ ƻǳǘ ŜŦŦŜŎǘƛǾŜ ŎƻƻǇŜǊŀǘƛƻƴ ƻƴ ǘǊŀŘŜ ŀƴŘ ƛƴǾŜǎǘƳŜƴǘ 

promotion under the framework of the Sino·Norwegian Mixed Commission for Economy and Trade, 
established in 1980. A sub-committee to the commission, for promoting bilateral investments, was 
ŦƻǊƳŜŘ ƛƴ {ŜǇǘŜƳōŜǊ нллсΦΩ 

The BIT contains a general MFN obligation which does not apply to free trade areas, taxation or 
frontier trade (art. 4). Expropriation or similar measures shall be undertaken only for public purposes, 
in accordance with legal procedures, in a non-discriminatory manner, and pursuant to compensation 
without undue delay (art. рύΦ ¢ƘŜ ǊƛƎƘǘ ƻŦ ǘǊŀƴǎŦŜǊ ƛǎ ǇǊƻǘŜŎǘŜŘ ǿƛǘƘ ǘƘŜ ǊŜǎŜǊǾŀǘƛƻƴ Ψƛƴ ŀŎŎƻǊŘŀƴŎŜ 
ǿƛǘƘ ƛǘǎ ƭŀǿǎ ŀƴŘ ǊŜƎǳƭŀǘƛƻƴǎΩ όŀǊǘ. 6). There is mandatory dispute settlement between the state 
parties after a 6-month consultation period (art. 8). In cases of disagreement regarding the amount 
of compensation pursuant to an act of expropriation, the private party may choose to bring the case 
before the domestic courts of the party in question, or before an international arbitral tribunal 

(Protocol para. 2). There are no other rights of investor·state dispute settlement under the BIT, but 

the MFN obligation can possibly extend the right to investor·state dispute rights in accordance with 

commitments of the parties under other BITs (Norway has accepted mandatory investor·state 
dispute settlement in several BITs, including its BIT with Hungary, see art. IX). 

The 2010 TPR of China concludes that the Chinese regulatory regime regarding investment had 
ΨǊŜƳŀƛƴŜŘ ƭŀǊƎŜƭȅ ǳƴŎƘŀƴƎŜŘΩ ŦǊƻƳ нллс ǘƻ нлмлΦ aƛƴƻǊ ŀŘƧǳǎǘƳŜƴǘǎ ƘŀǾŜ ōŜŜƴ ƳŀŘŜ ǘƻ ǘƘŜ ǘŀȄ 
regime and to lists of encouraged investments, in particular in western regions of China.34   

Here we should note /ƘƛƴŀΩǎ ǳǎŜ ƻŦ Ψ{ǇŜŎƛŀƭ 9ŎƻƴƻƳƛŎ ½ƻƴŜǎΩ ό{9½ύ ƛƴ ƻǊŘŜǊ ǘƻ ǇǊƻƳƻǘŜ ŘŜǾŜƭƻǇƳŜƴǘ 
through investment. Five such zones were established during the 1980s, primarily to attract foreign 
ŘƛǊŜŎǘ ƛƴǾŜǎǘƳŜƴǘ όC5LύΣ ŜȄǇŀƴŘ /ƘƛƴŀΩǎ ŜȄǇƻǊǘǎΣ ŀƴŘ ŀŎŎŜƭŜǊŀǘŜ ǘƘŜ ƛƴŦǳǎƛƻƴ ƻŦ ƴŜǿ ǘŜŎƘƴƻƭƻƎȅΦ 
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 WT/TPR/S/230/Rev.1 at 21·22. 
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Measures designed to attract FDI included streamlined administrative control, relative independence 
for local planning authorities, direct access by foreign entrepreneurs to provincial- and central-level 
planning units, tax breaks, reduced duties on imported equipment and production materials, free or 
low-rent business accommodation, flexibility in hiring and firing workers, depreciation allowances, 
negotiated limited access to the domestic Chinese market for goods produced within the SEZ, and 
residence and work permits and income tax exemption for foreigners working within the SEZ (Yeung, 

Lee and Kee 2009: 230·1). As policy reform elsewhere in China has been modelled on experiences 
from the SEZs, policy differences between these zones and the rest of China are now insignificant. 
!ŎŎƻǊŘƛƴƎ ǘƻ ŀ /ƘƛƴŜǎŜ ǊŜǇƭȅ ŘǳǊƛƴƎ ǘƘŜ нлмл ¢tw ƻŦ /ƘƛƴŀΣ ǘƘŜ {9½ Ψƛǎ ƴƻǿ ƳƻǊŜ ŀ ƎŜƻƎǊŀǇƘƛŎ 
ŎƻƴŎŜǇǘΦ Χ bƻǿŀŘŀȅǎ, access requirements concerning foreign and/or domestic investment are 
generally applied nationwide and there are no other requirements for enterprises to fulfill if they 
ǿŀƴǘ ǘƻ ōŜ ŜǎǘŀōƭƛǎƘŜŘ ƛƴ {9½ǎΦΩ35 

In conclusion, our baseline scenario assumes that investment flows will depend partly on unilateral 
decisions to open up sectors, many of which will fall under services sectors (market access and 
national treatment in regard to mode 3 of supply ς commercial presence), and partly on bilateral 
cooperation between Norway and China. There seems to be a considerable potential for greater 
investment between Norway and China, both currently capital-exporting countries. The baseline 
scenario assumes that investment protection will remain at the current level, which is fairly low when 
compared to other BITs. We do not know whether the level of investment protection has been of 
significance to investment decisions so far, but other studies have indicated that the level of 
investment protection is generally of minor importance for investment decisions. 

4. Screening 
In order to provide scenarios that are focused, we conducted a screening on the basis of the 

Methodology Report (Fauchald and Vennemo 2011: 48·57) before developing the scenarios. Final 
conclusions regarding screening and scoping, taking into account the scenarios, are provided in 
chapter 7 below. 

4.1 Trade in goods 
Tariffs: Import to Norway of non-agricultural products, except for clothing, is not subject to tariffs of 
any significance, and can thus be excluded from further discussion here. By contrast, import to 
Norway of agricultural products is generally subject to fairly high tariffs. Our preliminary screening 
excludes dairy products and live animals, on the assumption that negotiation results will not lead to 
any changes in current relevant measures that would affect trade between China and Norway. No 
other agricultural products have been excluded 

Norwegian export to China is subject to significant tariffs in all product categories. Our preliminary 
screening excludes agricultural products (other than fish and fish products), on the assumption that 
negotiation results will not lead to any changes in current relevant measures that would affect trade 
between China and Norway. Other products than those mentioned remain on the table. 

Non-tariff barriers (TBT): Norway has not entered into substantive TBT and SPS commitments in 

relevant EFTA treaties (see EFTA·Singapore FTA articles 12 and 13, EFTA·Korea FTA articles 2.7 and 

2.8, and EFTA·Chile FTA articles 16 and 17). The China·New Zealand FTA contains separate chapters 

with detailed provisions on sanitary and phytosanitary measures (chapter 7, articles 73·88) and 

technical barriers to trade (chapter 8, articles 89·102). Against this background, it seems likely that 

the Sino·Norwegian FTA will contain TBT and SPS rules, but such rules will probably not go very far 
beyond existing commitments in the WTO. In light of the above and information gathered during our 
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consultations with stakeholders, we concluded that formal agreements between Norway and China 
regarding mutual recognition of conformity assessments should be excluded from further 
assessment here. Norway and China can be expected to negotiate bilateral mutual recognition 
agreements only if the EU has negotiated or is negotiating parallel agreements with China. 

One issue raised during the public hearing of the Methodology Report was the import, through 
China, of timber and timber products. It was asked whether the FTA may affect Norwegian policies to 
ǎǳǇǇƻǊǘ ƻǘƘŜǊ ŎƻǳƴǘǊƛŜǎΩ ŜŦŦƻǊǘǎ ǘƻ ǇǊŜǾŜƴǘ ƛƭƭŜƎŀƭ ƭƻƎƎƛƴƎΦ ²Ŝ ƻōǎŜǊǾŜ ǘƘŀǘ bƻǊǿŜƎƛŀƴ ŎƻƴŎŜǊƴǎ ƛƴ 
this respect relate not to Chinese timber, but to timber imported to or in transit through China. 
Norway does not apply tariffs on timber or timber products. We may thus conclude that Norwegian 
measures in respect of such timber would be non-tariff measures and would be based on the origin 
of timber imported through China, or on the origin of timber used for timber-based products 
imported from China.  

Government procurement: The issue of government procurement was not addressed in any detail in 
the Feasibility Study. None of the Chinese FTAs examined contains rules on government procurement 
that go beyond indicating future cooperation in this respect (FTAs with Peru art. 151, and Chile art. 
105). Against this background, this report will not consider government procurement. 

 

4.2 Trade in services 
General issues: In the Methodology Report (Fauchald and Vennemo 2011) we made two assumptions 
concerning future commitments regarding trade in services: 1) that cross-border supply of services 
όƳƻŘŜ мύ ǿƛƭƭ ǊŜƳŀƛƴ ΨǳƴōƻǳƴŘΩ ǿƘŜǊŜ ǘƘŜ bƻǊǿŜƎƛŀƴ ŀƴŘ /ƘƛƴŜǎŜ schedules of specific 
ŎƻƳƳƛǘƳŜƴǘǎ ǎǘŀǘŜ Ψ¦ƴōƻǳƴŘ ŘǳŜ ǘƻ ƭŀŎƪ ƻŦ ǘŜŎƘƴƛŎŀƭ ŦŜŀǎƛōƛƭƛǘȅΩ;36 and 2) that supply through the 
ǇǊŜǎŜƴŎŜ ƻŦ ƴŀǘǳǊŀƭ ǇŜǊǎƻƴǎ όƳƻŘŜ пύ ǿƛƭƭ ǊŜƳŀƛƴ Ψ¦ƴōƻǳƴŘ ŜȄŎŜǇǘ ŀǎ ƛƴŘƛŎŀǘŜŘ ƛƴ ǘƘŜ ƘƻǊƛȊƻƴǘŀƭ 
ǎŜŎǘƛƻƴΩ ƛŦ ǎƻ ƴƻǘŜŘ ƛƴ ǘƘŜ schedules. Further research has shown that technological developments 
have brought significant improvement in opportunities for cross-border supply of services (mode 1) 
in many sectors,37 and that China and Norway are likely to undertake commitment for mode 1 of 
services. Moreover, in line with input from the Chinese research team, we found it necessary to 
assess the consequences from liberalization of presence of natural persons (mode 4). These changes 
will be reflected in the scenarios. ς I  

The Norwegian schedule: Our screening on the baǎƛǎ ƻŦ ŎƻƳƳƛǘƳŜƴǘǎ ǳƴŘŜǊǘŀƪŜƴ ƛƴ bƻǊǿŀȅΩǎ 
schedule has allowed us to exclude several categories of services (Fauchald and Vennemo 2011: 12ς
14 and 48ς55). In addition, we have excluded several service sectors, assuming that (a) negotiation 
results will not lead to any changes in current relevant measures that would affect trade between 
China and Norway, or (b) the activities in question or associated activities involve no significant 
environmental effects, or (c) a specific assessment of the negotiation result concludes that it is 
unlikely to lead to major changes of the incentives of relevant actors. Against this background, we 
conclude that the following services sectors remain on the table: 

¶ Environmental services: points of interest are mode 1 of supply (cross-border supply); some 
ǊŜǎŜǊǾŀǘƛƻƴǎ ŎƻƴŎŜǊƴƛƴƎ ƎƻǾŜǊƴƳŜƴǘ ƳƻƴƻǇƻƭȅΤ ŀƴŘ ǘƘŜ ƘƻǊƛȊƻƴǘŀƭ ǊŜǎŜǊǾŀǘƛƻƴΥ Ψ¢ƘŜǎŜ 
commitments do not include public service functions whether owned and operated or 
ŎƻƴǘǊŀŎǘŜŘ ƻǳǘ ōȅ ƭƻŎŀƭΣ ǊŜƎƛƻƴŀƭ ƻǊ ŎŜƴǘǊŀƭ ƎƻǾŜǊƴƳŜƴǘΩ 

¶ Business services related to mining and energy distribution 

¶ Research and development services related to natural sciences, as well as interdisciplinary 
research and development services 
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 WTO docs. GATS/SC/66 and GATS/SC/135, respectively. 
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 See, inter alia, WTO doc. S/C/W/320 para. 74. 
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Transport services include rail transport, road transport, air transport and maritime transport, all of 
which may be relevant to the FTA. Transport between Norway and China, in practice air transport 
and maritime transport, will be addressed separately below. Norway has undertaken commitments 
in GATS concerning rail transport with regard to pushing and towing, maintenance and repair, as well 
as support services. No commitments have been undertaken regarding passenger and freight 
transport. With one minor exception (cross-border supply of maintenance and repair services), 
bƻǊǿŀȅΩǎ Ŏǳrrent FTAs do not include any additional commitments. Hence, we assume that an FTA 
with China will not affect rail transport significantly. The same applies to road transport services, 
where relevant existing FTAs include only one minor concession: no requirement of national 
registration on vehicles used for passenger or freight transport.  

Norway could undertake commitments regarding health services, and such commitments could be 
relevant to the extent that they address environment-related health matters. However, we find that 
such commitments are unlikely to be undertaken; and that, even if such commitments are 
undertaken, the environmental effects of such commitments can be expected to be insignificant. 

The Chinese schedule: Our screening on the basis of ŎƻƳƳƛǘƳŜƴǘǎ ǳƴŘŜǊǘŀƪŜƴ ƛƴ /ƘƛƴŀΩǎ schedule 
has allowed us to exclude some services. In addition, we have excluded several of the services 
sectors on the basis of the assumptions mentioned immediately above. Against this background, we 
conclude that the following services sectors remain on the table: 

¶ Professional services: points of potential interest are architectural services, engineering 
services, integrated engineering services, urban planning services and veterinary services 

¶ Research and development services  

¶ Other business services: points of interest may be management consulting and services 
incidental to mining and energy distribution 

¶ Environmental services: of interest here are market access mode 1 (cross-border) ς Ψ¦ƴōƻǳƴŘ 
except for environmental cƻƴǎǳƭǘŀǘƛƻƴ ǎŜǊǾƛŎŜǎΩΣ ŀƴŘ ƳƻŘŜ о όŎƻƳƳŜǊŎƛŀƭ ǇǊŜǎŜƴŎŜύ ς 
ΨCƻǊŜƛƎƴ ǎŜǊǾƛŎŜǎ ǎǳǇǇƭƛŜǊǎ ŜƴƎŀƎŜŘ ƛƴ ŜƴǾƛǊƻƴƳŜƴǘŀƭ ǎŜǊǾƛŎŜǎ ŀǊŜ ǇŜǊƳƛǘǘŜŘ ǘƻ ǇǊƻǾƛŘŜ 
ǎŜǊǾƛŎŜǎ ƻƴƭȅ ƛƴ ǘƘŜ ŦƻǊƳ ƻŦ Ƨƻƛƴǘ ǾŜƴǘǳǊŜǎΣ ǿƛǘƘ ŦƻǊŜƛƎƴ ƳŀƧƻǊƛǘȅ ƻǿƴŜǊǎƘƛǇ ǇŜǊƳƛǘǘŜŘΩ 

Transport between Norway and China: The air transport services pertinent to this study are 
ŀŘŘǊŜǎǎŜŘ ƛƴ ǘƘŜ !ƎǊŜŜƳŜƴǘ ƻƴ /ƛǾƛƭ !ƛǊ ¢ǊŀƴǎǇƻǊǘ ōŜǘǿŜŜƴ ǘƘŜ DƻǾŜǊƴƳŜƴǘ ƻŦ ǘƘŜ tŜƻǇƭŜΩǎ wŜǇǳōƭƛŎ 
of China and the Government of the Kingdom of Norway, signed in 1973 and subsequently revised.38 
In accordance with this Agreement, there are few restrictions on air transport between China and 
Norway. Issues concerning air transport are, in accordance with current practice, to be resolved in 

bilateral agreements outside the scope of the FTA, so a Sino·Norwegian FTA will not directly affect 
the conditions for air transport between the two countries. Indirect effects (increased transport as a 
consequence of increased trade) will be considered where relevant. 

Maritime transport services are currently not bound in the Norwegian GATS Schedule. Such services 
ŀǊŜ ǘƻ ǎƻƳŜ ŜȄǘŜƴǘ ōƻǳƴŘ ƛƴ /ƘƛƴŀΩǎ D!¢{ {ŎƘŜŘǳƭŜΦ {ŜǾŜǊŀƭ ƻŦ bƻǊǿŀȅΩǎ FTAs contain commitments 
regarding maritime services. The effect of including such provisions in an FTA with China must be 
assessed in light of the existing bilateral agreement between Norway and China. It is our assessment 
that the commitments undertaken in bƻǊǿŀȅΩǎ FTAs do not provide for market access, national 
treatment or other commitments that go significantly beyond the commitments undertaken in the 
bilateral agreement between Norway and China. Against this background, we assume that an FTA 
between the two countries will not directly affect marine transport to any great extent. Indirect 
effects will be considered where relevant. 

                                                           
38

 The Agreement has not formally entered into force, but is used as a basis for Chinese and Norwegian 

regulation of air traffic between the countries. 
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4.3 Investment 
Establishment: Establishment (the right to invest across borders) is in general not liberalized through 
bilateral FTAs, beyond specific commitments undertaken in services sectors (modes 3 and 4 of 
supply). Relevant provisions in bilateral investment treaties and chapters of FTAs do in general 
contain soft obligations to cooperate in order to facilitate investment flows between the countries. 
Against this background, we assume that the investment chapter of the FTA will not contain 
provisions that will significantly change the right of establishment in Norway or China beyond what 
follows from article 3 of the current .L¢ ōŜǘǿŜŜƴ /Ƙƛƴŀ ŀƴŘ bƻǊǿŀȅΥ Ψ9ŀŎƘ ŎƻƴǘǊŀŎǘƛƴƎ ǇŀǊǘȅ ǎƘŀƭƭ 
encourage nationals or companies of the other contracting party to invest in its territory, and shall 
ŀŘƳƛǘ ǎǳŎƘ ƛƴǾŜǎǘƳŜƴǘǎ ƛƴ ŀŎŎƻǊŘŀƴŎŜ ǿƛǘƘ ƛǘǎ ƭŀǿǎ ŀƴŘ ǊŜƎǳƭŀǘƛƻƴǎ ΧΩΦ 

Investment protection: In light of commitments undertaken in the current BIT between China and 
Norway, our screening has excluded three issues: expropriation, transfers and mandatory stateςstate 
dispute settlement (Fauchald and Vennemo 2011: 12ς14 and 55ς56). Against this background, we 
have identified the following issues as remaining on the table: 

¶ Non-discrimination provisions, including most-favoured-nation and national treatment 

¶ Ψ¦ƳōǊŜƭƭŀ ŎƭŀǳǎŜΩ όƛΦŜΦ ŀ ŎƭŀǳǎŜ ǘƘŀǘ ǇǊƻǘŜŎǘǎ ŎƻƴǘǊŀŎǘǳŀƭ ǊƛƎƘǘǎύ 

¶ Performance requirements 

¶ Fair and equitable treatment, depending on whether it will be subject to investorςstate 
dispute settlement 

¶ Mandatory investorςstate dispute settlement 

¶ Provisions to promote the environmental performance of investment or investors 

 

5. Free trade scenario 
Our free trade scenario focuses on those topics that remain after the above screening. 
Environmental measures taken to mitigate adverse environmental effects or to enhance beneficial 
environmental effects will be addressed in the green trade scenario below. For Norway, the free 
trade scenario is based on statements in the 2008 Feasibility Study and commitments undertaken in 
EFTA Free Trade Agreements with Singapore (2002), Chile (2003), Korea (2005) and Peru (2010).39 
These FTAs have been selected partly due to their geographical proximity to China and partly due to 
their comprehensiveness and recent conclusion. For China, the free trade scenario is based on 
ǎǘŀǘŜƳŜƴǘǎ ƛƴ ǘƘŜ CŜŀǎƛōƛƭƛǘȅ {ǘǳŘȅΣ ŀǎ ǿŜƭƭ ŀǎ ŎƻƳƳƛǘƳŜƴǘǎ ǳƴŘŜǊǘŀƪŜƴ ƛƴ /ƘƛƴŀΩǎ C¢!ǎ ǿƛǘƘ /ƘƛƭŜ 
(2005), New Zealand (2008), Peru (2009) and Costa Rica (2010).40 These FTAs have been selected 
mainly because of the characteristics of the countries that are parties, and because they have been 
concluded recently. 

In addition to these FTAs, which have been considered systematically, we have consulted several 
other FTAs on an ad hoc basis, including the FTAs between EFTA and Hong Kong (2011) and between 
China and ASEAN (2004) and China and Singapore (2008) in particular. We have also consulted 
several bilateral investment treaties. 

 

5.1 Trade in goods 
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 EFTA Free Trade Agreements can be accessed here: http://www.efta.int/free-trade/free-trade-agreements.aspx.  
40

 Chinaôs Free Trade Agreements can be accessed here: http://fta.mofcom.gov.cn/english/index.shtml.  
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Tariffs  
We distinguish between Norwegian and Chinese import tariffs. 

Norwegian import tariffs: We assume that a Sino·Norwegian FTA will eliminate all tariffs on clothing. 
This seems to be an obvious bargaining chip on the Norwegian side; see also the Feasibility Study 
(2008: 48). Further, some agricultural goods will be subject to significant tariff reductions in this 
scenario. The candidates for tariff reductions are items of interest to China but of low significance to 
Norwegian farmers. Chinese interest is stimulated if transport costs are low and/or the Chinese cost 
advantage is high. This will probably exclude dairy product and live animals. We also note that the 
significance for Norwegian farmers is probably low if Norway hardly produces the goods in question. 
Rice is an example that fits both categories; other examples could be frozen meat, oils and grains. 
Box 5.1 shows that there may be environmental issues related to trade in agricultural goods, unless 
there are proper regulations for health and sanitation issues. 

Box 5.1 Possible environmental issues of rice (15 February 2011) 

 

Chinese import tariffs: The experience from other bilateral FTAs is that China is willing to phase out 
its import tariff on various categories of seafood. Table 5.1 shows the agreed tariff schedules 
between China and Chile. The initial tariffs are similar to those currently facing Norwegian sea 

products, around 10·12%. The China·Chile FTA stipulates that tariffs are to be eliminated gradually 

over a 5·10 year period. Similar concessions, although generally somewhat more far-reaching, were 
offered by China in its FTA with Peru (Table 5.2). On this basis, our free trade scenario assumes that 
Chinese import tariffs facing Norwegian sea products will be eliminated, immediately or gradually. 

There is also reason to argue that Chinese tariffs will be lifted on some or all industrial products of 
interest to Norway.  
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Table 5.1 FTA between China and Chile as regards chilled and frozen seafood  

Category Tariff rate, % Phasing-out of tariffs 

Fresh or chilled trout 12 Ψ¸ŜŀǊ млΩ όмл҈ ōȅ ǎƛƎƴŀǘǳǊŜΣ ǘƘŜǊŜŀŦǘŜǊ мл҈ ŀƴƴǳŀƭƭȅύ 

Fresh or chilled Atlantic 
salmon 

10 Ψ¸ŜŀǊ млΩ όŀǎ ŀōƻǾŜύ 

Fresh or chilled halibut 12 Ψ¸ŜŀǊ рΩ όнл҈ ōȅ ǎƛƎƴŀǘǳǊŜΣ ǘƘŜǊŜŀŦǘŜǊ нл҈ ŀƴƴǳŀƭƭȅύ 

Fresh or chilled herring 12 Ψ¸ŜŀǊ рΩ όŀǎ ŀōƻǾŜύ 

Fresh or chilled cod 12 Ψ¸ŜŀǊ рΩ όŀǎ ŀōƻǾŜύ 

Fresh or chilled haddock 12 Ψ¸ŜŀǊ рΩ όŀǎ ŀōƻǾŜύ 

Fresh or chilled mackerel 12 Ψ¸ŜŀǊ рΩ όŀǎ ŀōƻǾŜύ 

Fresh or chilled fish, nes 12 Ψ¸ŜŀǊ млΩ όмл҈ ōȅ ǎƛƎƴŀǘǳǊŜΣ ǘƘŜǊŜŀŦǘŜǊ мл҈ ŀƴƴǳŀƭƭȅύ 

Fresh or chilled fish liver & 
roe 

12 Ψ¸ŜŀǊ рΩ όнл҈ ōȅ ǎƛƎƴŀǘǳǊŜΣ ǘƘŜǊŜŀŦǘŜǊ нл҈ ŀƴƴǳŀƭƭȅύ 

Frozen trout 12 Ψ¸ŜŀǊ млΩ όмл҈ ōȅ signature, thereafter 10% annually) 

Frozen Atlantic salmon 10 Ψ¸ŜŀǊ млΩ όŀǎ ŀōƻǾŜύ 

Other frozen halibut 10 Ψ¸ŜŀǊ нΩ όрл҈ ōȅ ǎƛƎƴŀǘǳǊŜΣ рл҈ ŀŦǘŜǊ ƻƴŜ ȅŜŀǊύ 

Frozen herring 10 Ψ¸ŜŀǊ нΩ όŀǎ ŀōƻǾŜύ 

Frozen cod 10 Ψ¸ŜŀǊ рΩ όнл҈ ōȅ ǎƛƎƴŀǘǳǊŜΣ ǘƘŜǊŜŀŦǘŜǊ нл҈ ŀƴnually) 

Frozen haddock 12 Ψ¸ŜŀǊ рΩ όŀǎ ŀōƻǾŜύ 

Frozen mackerel 10 Ψ¸ŜŀǊ млΩ όмл҈ ōȅ ǎƛƎƴŀǘǳǊŜΣ ǘƘŜǊŜŀŦǘŜǊ мл҈ ŀƴƴǳŀƭƭȅύ 

Frozen fish, nes 10 Ψ¸ŜŀǊ млΩ όŀǎ ŀōƻǾŜύ 

Frozen fish liver & roe 10 Ψ¸ŜŀǊ млΩ όŀǎ ŀōƻǾŜύ 

Fresh or chilled fish fillets 
and other fish meat 

12 Ψ¸ŜŀǊ млΩ όŀǎ ŀōƻǾŜύ 

Atlantic salmon, smoked 14 Ψ¸ŜŀǊ рΩ όнл҈ ōȅ ǎƛƎƴŀǘǳǊŜΣ ǘƘŜǊŜŀŦǘŜǊ нл҈ ŀƴƴǳŀƭƭȅύ 

Smoked herring 16 Ψ¸ŜŀǊ рΩ όŀǎ ŀōƻǾŜύ 

Smoked fish (excl. salmon 
& herring) 

14 Ψ¸ŜŀǊ млΩ όмл҈ ōȅ ǎƛƎƴŀǘǳǊŜΣ ǘƘŜǊŜŀŦǘŜǊ мл҈ ŀƴƴǳŀƭƭȅύ 

Frozen shelled shrimp 8 Ψ¸ŜŀǊ мΩ όмлл҈ ōȅ ǎƛƎƴŀǘǳǊŜύ 

Frozen shrimp in shell 5 Ψ¸ŜŀǊ рΩ όнл҈ ōȅ ǎƛƎƴŀǘǳǊŜΣ ǘƘŜǊŜŀŦǘŜǊ нл҈ ŀƴƴǳŀƭƭȅύ 

Other frozen crabs, nes 10 Ψ¸ŜŀǊ млΩ όмл҈ ōȅ ǎƛƎƴŀǘǳǊŜΣ ǘƘŜǊŜŀŦǘŜǊ мл҈ ŀƴƴǳŀƭƭȅύ 

Mussels, frozen, dried, 
salted or in brine 

14 Ψ¸ŜŀǊ млΩ όŀǎ ŀōƻǾŜύ 

Source: FTA between Chile and China, Annex 1, Section 2, including the Schedule of China. 

 

Table 5.2 FTA between China and Peru as regards chilled and frozen seafood  

Obligation undertaken Product categories (tariff rates as above) 

Duties are exempt from tariff elimination - Frozen fish liver & roe 

Duties shall be removed in 10 equal annual 
stages beginning on the date this Agreement 
enters into force, and such goods shall be duty-
free, effective January 1st of year 10 (parallel to 
Ψ¸ŜŀǊ млΩ ŀōƻǾŜύ 

- Fresh or chilled trout 
- Fresh or chilled Atlantic salmon 
- Frozen trout 
- Frozen Atlantic salmon 
- Other fish fillets and fish meat, fresh or 

chilled 
- Smoked fish (excl. salmon & herring) 
- Other frozen crabs, nes 
- Mussels, frozen, dried, salted or in brine 

Duties shall be removed in eight equal annual - Frozen mackerel 
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stages beginning on the date this Agreement 
enters into force, and such goods shall be duty-
free, effective January 1st of year eight 

- Frozen fish, nes 
- Other frozen fillets 

Duties shall be removed in five equal annual 
stages beginning on the date this Agreement 
enters into force, and such goods shall be duty-
free, effective January 1st of year five (parallel 
ǘƻ Ψ¸ŜŀǊ рΩ ŀōƻǾŜύ 

- Fresh or chilled halibut 
- Fresh or chilled herring 
- Fresh or chilled cod 
- Fresh or chilled haddock 
- Fresh or chilled mackerel 
- Fresh or chilled fish, nes 
- Fresh or chilled fish liver & roe 
- Frozen haddock 
- Atlantic salmon smoked 
- Smoked herring 

Duties shall be eliminated entirely and such 
goods shall be duty-free on the date this 
AƎǊŜŜƳŜƴǘ ŜƴǘŜǊǎ ƛƴǘƻ ŦƻǊŎŜ όǇŀǊŀƭƭŜƭ ǘƻ Ψ¸ŜŀǊ мΩ 
above) 

- Other frozen halibut 
- Frozen herring 
- Frozen cod 
- Flours, meals & pellets of fish, fit for 

human consumption 
- Frozen shelled shrimp 
- Frozen shrimp in shell 

Source: FTA between Peru and China, Annex 2, including the Schedule of China. 

Non-tariff barriers  
1) Trade facilitation: According to the Feasibility Study (2008: ттύ ΨChina and Norway Customs could 
strengthen their existing relationship to further facilitate bilateral trade. Furthermore, the inclusion 
of provisions on customs procedures and trade facilitation in a future FTA would be beneficial to 

Sino·bƻǊǿŜƎƛŀƴ ƎƻƻŘǎ ǘǊŀŘŜΦΩ !ƳƻƴƎ ǘƘŜ bƻǊǿŜƎƛŀƴ C¢!ǎ ŜȄŀƳƛƴŜŘΣ ǘƘŜ 9C¢!·Peru FTA is most 
advanced as regards modalities for trade facilitation. Article 2.4 and Annex VII set out general 
obligations to simply procedures for trade in goods and related services; there are also more detailed 
provisions covering the use of international conventions, recommendations and standards; 
simplification of international trade procedures; risk management in the application of control by 
customs and other border agencies; advance rulings; and cooperation on trade facilitation within the 
framework of the Joint Committee and in relevant multilateral forums governing trade facilitation. 
Article 2.5 establishes a Sub-Committee on Trade in Goods, Rules of Origin and Customs Matters. In 
addition, article 2.10 prohibits requirements of consular transactions, including related fees and 
charges, in connection with the import of goods from the other party.  

Among the Chinese FTAs examined, the FTAs with New Zealand, Chile and Costa Rica contain, 
respectively, chapters on customs procedures and cooperation (chapter V), on customs procedures 
and trade facilitation (chapter 4), and on customs procedures (chapter 5). Of particular relevance are 
references in these chapters to the 1973 International Convention on the Simplification and 
Harmonization of Customs Procedures, detailed provisions on advance rulings, and provisions on 
release of goods within 48 hours. Both China and Norway are parties to this convention. 

Against this background, and in light of the limitations facing Norway as party to the EEA Agreement, 
we have chosen to base our free trade scenario on trade facilitation in line with the arrangements 

provided for in the EFTA·Peru FTA. 

2) Technical barriers to trade: As noted in the Feasibility Study (2008: 85), Ψ! ǇƻǎǎƛōƭŜ C¢! ōŜǘǿŜŜƴ 
China and Norway would develop bilateral cooperation through identifying principles, disciplines and 
procedures for dealing with technical requirements, standards and conformity assessment that affect 
ōƛƭŀǘŜǊŀƭ ǘǊŀŘŜΦ Χ  Lƴ ǘƘŜ ŎƻƴǘŜȄǘ ƻŦ ŀ ǇƻǎǎƛōƭŜ C¢!Σ /Ƙƛƴŀ ŀƴŘ bƻǊǿŀȅ ǿƛƭƭ ƘŀǾŜ ǘƘŜ ƻǇǇƻǊǘǳƴƛǘȅΥ Χ  ǘƻ 
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identify and eliminate existing unjustified technicaƭ ōŀǊǊƛŜǊǎ ǘƻ ǇǊƻƳƻǘŜ ōƛƭŀǘŜǊŀƭ ǘǊŀŘŜΤ Χ  ǘƻ 
strengthen cooperation on mutual recognition of conformity assessment; and to carry out bilateral 
ŎƻƻǇŜǊŀǘƛƻƴ ƛƴ ǘƘŜ ŦƛŜƭŘ ƻŦ ǘŜŎƘƴƛŎŀƭ ǊŜƎǳƭŀǘƛƻƴǎΣ ǎǘŀƴŘŀǊŘǎ ŀƴŘ ŎƻƴŦƻǊƳƛǘȅ ŀǎǎŜǎǎƳŜƴǘΦΩ ¢ƘŜ 
Norwegian FTAs examined are limited to issues of conformity assessment. The Korean and Peruvian 
FTAs, articles 2.8 and 2.14, respectively, contain relevant provisions on mutual recognition of 
conformity assessment bodies and results, but leave specific undertakings for future negotiations.  

The Chinese FTAs go further than the Norwegian FTAs in setting out rules on and promoting future 
cooperation regarding technical barriers to trade (see chapter 8 of the FTA with New Zealand, 
chapter VIII of the FTA with Chile, and chapter 7 of the FTAs with Peru and Costa Rica). hŦ /ƘƛƴŀΩǎ 
FTAs, the one with New Zealand is most advanced in this respect. Its chapter 8 includes elaborate 
provisions concerning regulatory cooperation (focusing, inter alia, on health, safety, and the 
environment), conformity assessment procedures, transparency, technical assistance, and a detailed 
provision establishing a TBT committee. 

Against this background, and in light of the limitations Norway faces as party to the EEA Agreement, 
we have chosen to base our free trade scenario on TBT rules in line with those included in the 

EFTA·Peru and EFTA·Korea FTAs. 

3) Sanitary and phytosanitary measures: According to the Feasibility Study (2008: 82), Ψŀ ǇƻǎǎƛōƭŜ ŦǊŜŜ 
trade agreement China and Norway would have the opportunity to strengthen cooperation on SPS 
ƛǎǎǳŜǎ ŀƴŘ ŜǎǘŀōƭƛǎƘ ŎƻƳƳƻƴ ǳƴŘŜǊǎǘŀƴŘƛƴƎ ǘƻ ǊŜƭŀǘŜŘ ǇǊƛƴŎƛǇƭŜǎ ŀƴŘ ƛƳǇƭŜƳŜƴǘŀǘƛƻƴ ƳŜŎƘŀƴƛǎƳǎΦΩ 
!ƳƻƴƎ ǘƘŜ ƻǇǇƻǊǘǳƴƛǘƛŜǎ ƭƛǎǘŜŘ ŀǊŜ ΨŜƴƘŀƴŎŜŘ Ŏƻƴǎǳƭǘŀǘƛƻƴ ŀƴŘ ŎƻƻǇŜǊŀǘƛƻƴΩΣ ΨƛƳǇǊƻǾŜ {t{ 
operations and associated regulaǘƻǊȅ ǇǊŀŎǘƛŎŜǎΩΣ ΨŀƎǊŜŜƛƴƎ ƻƴ ǘƘŜ ǇǊƛƴŎƛǇƭŜǎ ǘƻ ōŜ ŀǇǇƭƛŜŘ ōȅ ōƻǘƘ 
ǎƛŘŜǎ ǿƛǘƘ ǊŜǎǇŜŎǘ ǘƻ ƛƴǎǇŜŎǘƛƻƴΣ ǘŜǎǘƛƴƎ ŀƴŘ ŎŜǊǘƛŦƛŎŀǘƛƻƴ ǇǊƻŎŜŘǳǊŜǎΩΣ ŀƴŘ  ΨǿƛǘƘƻǳǘ ǇǊŜƧǳŘƛŎŜ ǘƻ ǘƘŜ 
EEA Agreement, agreeing on the principles of harmonization, equivalence, transparency and 

ǊŜƎƛƻƴŀƭƛȊŀǘƛƻƴΩΦ Of the Norwegian FTAs examined, the EFTA·Peru FTA contains the most advanced 
SPS provision. Its article 2.13 includes an obligation not to restrict market access unless there is 
scientific justification (para. 3), an obligation to develop bilateral agreements when necessary (para. 
5), and the establishment of a forum for SPS experts (para. 7).  

The Chinese FTAs go further than the Norwegian FTAs in setting out rules on and promoting future 
cooperation regarding SPS measures (see chapter 7 of the FTA with New Zealand, chapter VII of the 
FTA with Chile, and chapter 6 of the FTAs with Peru and Costa Rica). hŦ /ƘƛƴŀΩǎ FTAs, the one with 
New Zealand contains the most advanced and extensive chapter on SPS measures, with elaborate 
provisions concerning implementing agreements, risk analysis, adaptation to regional conditions, 
equivalence, verification, certification, import checks, cooperation, notification, and exchange of 
information. 

Against this background, and in light of the limitations Norway faces as party to the EEA Agreement, 
we have chosen to base our free trade scenario on SPS rules in line with those included in the 

EFTA·Peru FTA. 

Export controls  
The 2008 Feasibility Study does not consider export controls. The Chinese FTAs contain few rules 
regarding export measures. Rules on export restrictions incorporate art. XI of GATT (art. 11 of FTAs 
with Costa Rica, and Peru), but some of these agreements provide an opening for flexibilities through 
lists of measures in annexes.41 China has not made use of such flexibilities to any great extent.42 Art. 

                                                           
41

 See in particular Annex 1to the FTA with Costa Rica, wherein Costa Rica has listed a range of products for 

which export restrictions may be continued. 
42

 The most extensive use was in the FTA with Costa Rica, wherein China listed ó(a) measures related to the 

protection of the environment and natural resources pursuant to applicable domestic law and the provisions 
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11 of its FTA with New Zealand contains a potentially far-reaching obligation to limit the use of 
export controls:  

1. A Party shall not adopt or maintain any non-ǘŀǊƛŦŦ ƳŜŀǎǳǊŜǎ ƻƴ ǘƘŜ Χ ŜȄǇƻǊǘŀǘƛƻƴ ƻŦ ŀƴȅ 
good destined for the territory of the other Party except in accordance with its WTO rights 
and obligations or in accordance with other provisions of this Agreement.  

2. Each Party shall ensure its non-tariff measures permitted in paragraph 1 are not prepared, 
adopted or applied with a view to, or with the effect of, creating unnecessary obstacles to 
trade between the Parties. 

Rules regarding administrative fees and formalities incorporate relevant WTO rules, in particular arts. 
III and VIII of GATT (FTAs with Chile art. 9, Costa Rica art. 13, New Zealand art. 9, and Peru art. 13). In 
addition, the Chinese FTAs contain generally detailed rules for determining the country of origin. 

bƻǊǿŀȅΩǎ C¢!ǎ Ŏƻƴǘŀƛƴ ǇǊƻǾƛǎƛƻƴǎ ǊŜƎŀǊŘƛƴƎ the abolition of export restrictions, provisions more far-

reaching than those of China. For example, according to art. 9.2 of the Norway·Chile FTA, Ψ¢ƘŜ 
Parties shall, on the date of entry into force of this Agreement, abolish all customs duties on exports 
ƻŦ ƎƻƻŘǎ ƻŦ ŀ tŀǊǘȅ ƛƴ ǘǊŀŘŜ ōŜǘǿŜŜƴ ǘƘŜ tŀǊǘƛŜǎΦΩ {ƛƳƛƭŀǊ ǇǊƻǾƛǎƛƻƴǎ ŀǊŜ ƛƴŎƭǳŘŜŘ ƛƴ ǘƘŜ C¢!ǎ ǿƛǘƘ 
Korea (art. 2.3), Singapore (art. 8), and Peru (art. 2.8). Moreover, art. 15.1 of the FTA with Chile states 
ǘƘŀǘ Ψŀƭƭ ƛƳǇƻǊǘ ƻǊ ŜȄǇƻǊǘ ǇǊƻƘƛōƛǘƛƻƴǎ ƻǊ ǊŜǎǘǊƛŎǘƛƻƴǎ ƻƴ ǘǊŀŘŜ ƛƴ ƎƻƻŘǎ ƻŦ ŀ tŀǊǘȅ ōŜǘǿŜŜƴ ǘƘŜ 9C¢! 
States and Chile, other than customs duties and taxes, whether made effective through quotas, 
import or export ƭƛŎŜƴǎŜǎ ƻǊ ƻǘƘŜǊ ƳŜŀǎǳǊŜǎΣ ǎƘŀƭƭ ōŜ ŜƭƛƳƛƴŀǘŜŘΣ ŜȄŎŜǇǘ ŀǎ ǇǊƻǾƛŘŜŘ ŦƻǊ ƛƴ !ƴƴŜȄ ±LLΦΩ 
The annex does not list exemptions of interest hereΦ !ǊǘƛŎƭŜ мрΦн ǎǘŀǘŜǎ ǘƘŀǘΥ  Ψbƻ ƴŜǿ ƳŜŀǎǳǊŜǎ ŀǎ 
ǊŜŦŜǊǊŜŘ ǘƻ ƛƴ ǇŀǊŀƎǊŀǇƘ м ǎƘŀƭƭ ōŜ ƛƴǘǊƻŘǳŎŜŘΦΩ  {ƛƳƛƭŀǊ ǇǊƻǾƛǎƛƻƴǎ are included in bƻǊǿŀȅΩǎ  FTAs 
with Korea (art. 2.5) and Singapore (art. 9). The FTA with Peru offers greater flexibility in this respect, 
as it is limited to incorporating GATT art. XI and include some additional flexibilities (art. 2.9 and 
Annex IX). 

All the FTAs examined contain general exceptions that are parallel to those of GATT art. XX. Of 
particular interest in relation to export controls that are justified on the basis of environmental 
concerns are GATT art. XX(b) and (g). In addition, art. XX(i) and (j) are relevant from a broader 
perspective which includes sustainable development, i.e. social and economic aspects. 

Against this background, and given the sensitivities of the export-control issue due to current 
disputes between China and third countries, we base our free trade scenario on the restrictions on 
export controls contained in the FTA between China and New Zealand. 

Intellectual property rights  (IPR) 
According to the Feasibility Study (2008: 87) a Norwegian FTA with China could strengthen 
ΨŎooperation on the implementation of intellectual property rights, including in relation to legal, 
ŀŘƳƛƴƛǎǘǊŀǘƛǾŜ ŀƴŘ ƛƳǇƭŜƳŜƴǘŀǘƛƻƴ ǇǊƻŎŜǎǎŜǎΩ ŀƴŘ ŜǎǘŀōƭƛǎƘ ΨŎƻƻǇŜǊŀǘƛǾŜ ƳŜŎƘŀƴƛǎƳǎ ǘƻ ǎŜǘǘƭŜ 
ǇǊƻōƭŜƳǎ ƛŘŜƴǘƛŦƛŜŘ ƛƴ ǘƘŜ ƛƴǘŜƭƭŜŎǘǳŀƭ ǇǊƻǇŜǊǘȅ ǊƛƎƘǘǎ ŀǊŜŀΩΦ  

All the Norwegian FTAs examined contain provisions regarding intellectual property rights. The FTA 
with Peru differs from the others in containing provisions that will be considered in the green trade 
scenario below. Of the FTAs, the one with Chile (which is parallel to those of Singapore, see art. 54 

and Annex XII, and Korea, see arts. 7.1·7.3 and Annex XIII) and with Peru contain the most far-
reaching provisions as to IPR protection. The FTA with Chile contains obligations regarding a 
minimum level of protection and non-discrimination (both NT and MFN treatment) in art. 46; 
obligations to undertake to become parties to several multilateral treaties within specified time 

                                                                                                                                                                                     
established in Article 159 (General Exceptions) of this Agreement; and (b) actions authorized by the Dispute 

Settlement Body of the WTO.ô 
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limits in Annex XII art. 2; as well as references to the TRIPS Agreement with regard to geographical 

indications, acquisition and maintenance of IPRs, and enforcement in Annex XII arts. 6·8. Of 
particular interest here is the following obligation in Annex XII art. 3 to: 

ensure in their national laws at least the following: (a) adequate and effective patent 
ǇǊƻǘŜŎǘƛƻƴ ŦƻǊ ƛƴǾŜƴǘƛƻƴǎ ƛƴ ŀƭƭ ŦƛŜƭŘǎ ƻŦ ǘŜŎƘƴƻƭƻƎȅΦ ΧΤ όōύ ŜŀŎƘ tŀǊǘȅ ǎƘŀƭƭ ƳŀƪŜ available an 
extension of the patent term to compensate the patent owner for unreasonable curtailment 
of the patent term as a result of the marketing approval or sanitary permit process; and (c) 
compulsory licensing of patents shall only be granted under the terms of the TRIPS 
Agreement and the Doha Ministerial Declaration adopted on 14 November 2001 by the 
World Trade Organization. 

In addition, Annex XII art. 4 contains rules on extended protection of pharmaceutical and agricultural 
chemicals in cases where information must be submitted in the process of granting a marketing 
approval or a sanitary permit to products which utilize new chemical entities. According to the 
ǇǊƻǾƛǎƛƻƴΣ ǘƘŜ ǇŀǊǘƛŜǎ ΨǎƘŀƭƭ ǇǊƻǘŜŎǘ ǎǳŎƘ Řŀǘŀ ŀƎŀƛƴǎǘ ŘƛǎŎƭƻǎǳǊŜΣ ŜȄŎŜǇǘ ǿƘŜǊŜ ƴŜŎŜǎǎŀǊy to protect 
the public, or unless steps are taken to ensure that the data are protected against unfair commercial 
ǳǎŜΦΩ CƛƴŀƭƭȅΣ ŀǊǘΦ р ƻŦ !ƴƴŜȄ ·LL ǇǊƻǾƛŘŜǎ ŦƻǊ ŜŦŦŜŎǘƛǾŜ ǇǊƻǘŜŎǘƛƻƴ ƻŦ ƛƴŘǳǎǘǊƛŀƭ ŘŜǎƛƎƴǎ ŦƻǊ ŀ ǇŜǊƛƻŘ ƻŦ 
at least 15 years.  

bƻǊǿŀȅΩǎ C¢! ǿith Peru contains many of the same provisions as the FTA with Chile. One notable 
difference is art. 6.9 concerning patents, which is parallel to art. 27 of TRIPS. An additional element 
ƛǎΣ ƘƻǿŜǾŜǊΣ ǘƘŜ ǇǊƻǾƛǎƛƻƴ ŀŎŎƻǊŘƛƴƎ ǘƻ ǿƘƛŎƘ Ψŀ tŀǊǘȅ ǘƘŀǘ ŘƻŜǎ ƴƻǘ ǇǊovide patent protection for 
plants, shall undertake reasonable efforts to make such patent protection available consistent with 
ǇŀǊŀƎǊŀǇƘ мΦΩ !ǊǘƛŎƭŜ сΦмм provides for extensive additional protection of pharmaceutical products 
and agricultural chemical products relating to approval procedures that require access to 
ΨǳƴŘƛǎŎƭƻǎŜŘ ƛƴŦƻǊƳŀǘƛƻƴΩΦ 

Three of the Chinese FTAs address intellectual property rights in detail. Some of the issues covered 
will be further explored in the green trade scenario below. As regards the free trade scenario, the 
provisions of particular interest are the following: a provision incorporating the TRIPs Agreement into 
the FTA with New Zealand (art. 161.3); provisions on border measures in the FTAs with Costa Rica 
(art. 114) and Peru (art. 147); and provisions on geographical indications in the FTAs with Costa Rica 
(art. 116) and Peru (art. 146). In general, the Chinese FTAs do not contain provisions that extend IPR 
protection beyond /ƘƛƴŀΩǎ WTO obligations. However, some of the provisions specify the obligations 
in more detail. 

Against this background, we assume that Norway and China are likely to have differing priorities 
regarding intellectual property rights. However, among the EFTA countries, Switzerland has 
promoted strict IPR protection, whereas Norway has in many negotiation processes maintained 
positions more in line with the interests of developing countries. The free trade scenario will 
therefore not include all the provisions to ōŜ ŦƻǳƴŘ ƛƴ 9C¢!Ωǎ C¢!ǎΦ ¢ƘŜ ŦǊŜŜ ǘǊŀŘŜ ǎŎŜƴŀǊƛƻ builds on 
the obligations of the TRIPS Agreement supplemented by more specific obligations regarding 
geographical indications and border measures. It also includes non-discrimination obligations 
(national treatment and most-favoured-nation). 

 

5.2 Trade in services 
Norway has made public its offers in the Doha Round.43 We assume that, as a minimum, such 
commitments will be included in a Norwegian FTA with China. In addition, we base our scenario on 
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 WTO doc. TN/S/O/NOR/Rev.1, see 

http://www.regjeringen.no/upload/kilde/ud/bro/2006/0015/ddd/pdfv/296029-tjenestevedlegg.pdf.  

http://www.regjeringen.no/upload/kilde/ud/bro/2006/0015/ddd/pdfv/296029-tjenestevedlegg.pdf
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commitments made by Norway through the EFTA FTAs with Singapore, Chile and Korea (as yet there 
have been no commitments in the FTA with Peru). China has not made public its Doha Round offers, 
so our scenario will draw on /ƘƛƴŀΩǎ commitments in its FTAs with Chile, New Zealand, Costa Rica and 
Peru. 

Horizontal commitm ents 
Norwegian offers in the Doha Round include the opening up for purchases of property/real estate in 
Norway. Importantly, Norway has maintained reservations regarding access to subsidies. We base 
the free trade scenario on the assumption that Norway will undertake horizontal commitments vis-à-
vis China in accordance with the Norwegian offer during the Doha negotiations. 

The Chinese schedule in its FTA with New Zealand includes the same the horizontal commitments as 
in its WTO schedule (its New Zealand schedule does not cover mode 4 of supply).44 Interestingly, 
China has not included the reservation concerning national treatment of some categories of 
subsidies for mode 3 in its schedule with Peru.45 This indicates that national treatment regarding 
subsidies for commercial presence may be on the table in the negotiations with Norway. In addition, 
/ƘƛƴŀΩǎ ǎchedule with Peru includes modifications regarding mode 4 of supply. We consider that such 
Chinese commitments would depend on reciprocity, and that Norway might possibly reciprocate, 
given its willingness to consider such commitments in the Doha negotiations.46 Our free trade 
scenario will therefore include such commitments in both the Chinese and the Norwegian schedules. 

Specific commitments ɀ Norway  
Services related to mining: Norway has undertaken full commitments for modes 1·3 in the FTAs with 
Chile and Korea, and in the Doha negotiations has offered to do the same. Against this background, 

we assume in the free trade scenario that full commitments are undertaken for modes 1·3 of supply, 
i.e. that the Norwegian schedule lists ǘƘŜƳ ŀǎ ΨƴƻƴŜΩ ŦƻǊ ƳŀǊƪŜǘ ŀŎŎŜǎǎ ŀs well as national treatment  

Services related to energy production and distribution: Norway has undertaken full commitments for 

modes 1·3 in relation to construction, exploration and development of energy resources in its FTA 
with Chile, and has offered to undertake the same commitment in the Doha negotiations.  Further, 

Norway has undertaken full commitments for modes 1·3 in relation to energy commercialization 
services, including trading and brokering for energy, energy products, and fuels, in its FTA with Chile, 
and has offered to undertake the same commitment in the Doha negotiations. However, the latter 
commitments contain one reservation, as mode 1 remains unbound in relation to commission agent, 
wholesale trade and retailing services relating to electricity; as well as for intermediation of financial 
energy derivatives and related auxiliary services. Against this background, we base the free trade 
scenario on commitments parallel to those undertaken by Norway in its FTA with Chile. 

Research and development services: In its FTA with Singapore, Norway has undertaken full 

commitments for modes 1·3 of research and development services related to the natural sciences, 
and interdisciplinary research and development services. However, no such commitments have been 
undertaken in its other FTAs, nor has Norway offered to undertake such commitments in the Doha 
negotiations. On the one hand, commitments for such services might prove a sensitive issue in 
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 The horizontal commitments in Chinaôs schedules with Costa Rica and Chile do not differ significantly from 

its WTO schedule. The Chinese schedule with Chile contains some apparent errors, and we thus have not fully 

assessed whether additional horizontal commitments have been undertaken under this FTA. 
45

 The relevant reservation in Chinaôs WTO schedule reads as follows:  ó(3) Unbound for all the existing 

subsidies to domestic services suppliers in the sectors of audio-visual, aviation and medical services.ô 
46

 See Collective Request, Mode 4 ï Movement of Natural Persons (8 March 2006) sponsored by, inter alia, 

Norway, available at http://www.regjeringen.no/upload/kilde/ud/nyh/2006/0078/ddd/pdfv/282784-mode4.pdf. 
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relation to China due to possible competition between Norwegian and Chinese researchers. 
Moreover, China has not undertaken commitments for such services in its FTAs. On the other hand, 
both countries have interests in further cooperation regarding research and technology transfer, and 
have several bilateral agreements that facilitate such cooperation, including in the field of the 
environment. Against this background, our free trade scenario assumes that Norway undertakes 
commitments parallel to those undertaken in its FTA with Singapore. 

Environmental services: The horizontal reservation for environmental services (ΨŎƻƳƳƛǘƳŜƴǘǎ Řƻ ƴƻǘ 
include public service functions whether owned and operated or contracted out by local, regional or 
ŎŜƴǘǊŀƭ ƎƻǾŜǊƴƳŜƴǘΩύ ƛǎ ǳǇƘŜƭŘ ƛƴ ǘƘŜ bƻǊǿŜƎƛŀƴ ǎchedules under the FTAs, and Norway has not 
offered to eliminate this reservation in the Doha negotiations. In the free trade scenario we thus 
assume that this reservation remains. 

Norway has undertaken full commitments regarding mode 1 of supply for all environmental services 
in the FTA with Chile; it has also made a similar commitment its FTA with Korea but with a 
reservation for advisory services. In the Doha negotiations, Norway has offered to undertake 
commitments regarding mode 1 for advisory services regarding wastewater, waste and remediation 
and clean-up of soil and water, as well as noise, protection of biodiversity and landscape, and other 
environmental and ancillary services.  Against this background, the free trade scenario assumes that 
Norway undertakes full commitments regarding mode 1 of supply of all environmental services. 

Norway has generally discontinued its reservation concerning mode 3 of supply for refuse disposal 
services and cleaning services of exhaust gases regarding the existence of monopoly situations in its 
recent FTAs (Chile, Korea and Hong Kong). In the Doha negotiations, Norway has offered to eliminate 
this reservation in relation to waste. Against this background, the free trade scenario assumes that 
Norway eliminates this reservation. 

Specific commitments ɀ China  
Professional services: China has not undertaken additional commitments in relation to architectural 
services, engineering services, integrated engineering services or urban planning services in any of 
the FTAs examined. Our free trade scenario thus assumes that China will not undertake additional 
commitments in these sectors. 

Research and development services: The FTA with Peru is the only Chinese FTA that contains 
additional commitments for research and development services. These commitments are related to 
the ƴŀǘǳǊŀƭ ǎŎƛŜƴŎŜǎ Ψexcept for R&D services listed in the Catalogue of Prohibited Foreign Investment 
LƴŘǳǎǘǊƛŜǎ ƻŦ ǘƘŜ /ŀǘŀƭƻƎǳŜ ŦƻǊ ǘƘŜ DǳƛŘŀƴŎŜ ƻŦ CƻǊŜƛƎƴ LƴǾŜǎǘƳŜƴǘ LƴŘǳǎǘǊƛŜǎ ƻŦ /ƘƛƴŀΩΦ /Ƙƛƴŀ Ƙŀǎ 
undertaken full commitments for modes 2 and 3 of supply (incl. allowing wholly foreign-owned 
enterprises). Given that Norway might be willing to reciprocate (see above), the free trade scenario is 
based on the same commitment as in /ƘƛƴŀΩǎ FTA with Peru. 

Other business services: China does not seem interested in opening up its markets for services 
related to management consultancy, as it has not undertaken relevant commitments in any FTAs. 
Indeed, its FTA with New Zealand even seems to include weaker commitments for such services than 
those undertaken by China in its WTO schedule. Moreover, China has not undertaken commitments 
regarding energy distribution. Thus, in the free trade scenario we do not assume further 
commitments for management consultancy services or services incidental to energy distribution.  

China has, however, undertaken commitments for services incidental to mining in its FTAs with Peru, 
Chile and Costa Rica, including full commitments regarding modes 2 and 3 of supply. The sole 
remaining reservation is that mode 3 of supply regarding market access applies only to oil and gas 
ŜȄǇƭƻƛǘŀǘƛƻƴ ƛƴ ŎƻƻǇŜǊŀǘƛƻƴ ǿƛǘƘ /ƘƛƴŜǎŜ ǇŀǊǘƴŜǊǎΦ aƻǊŜƻǾŜǊΣ /ƘƛƴŀΩǎ C¢! ǿƛǘƘ /ƘƛƭŜ ƛƴŎƭǳŘŜs 
additional commitments covering some mining-related services: scientific technical consulting 
services; field services for iron, copper and manganese; geological, geophysical and other scientific 
prospecting services; as well as sub-surface surveying services. These are full commitments for 
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modes 1·3 of supply, with the reservation that market access for mode 3 is limited to prospecting 
and surveying services for iron, copper and manganese in cooperation with Chinese partners. Our 
free trade scenario is based on commitments parallel to those undertaken by China in its FTA with 
Chile. 

Environmental services: While China has not undertaken commitments that go beyond its WTO 
commitments in its FTAs with Peru and Costa Rica, it has undertaken some additional commitments 
in its FTAs with New Zealand and Chile, according to which wholly foreign-owned enterprises will be 
permitted under mode 3 for all sub-sectors. Unless otherwise stated, our free trade scenario 
assumes that ChinŀΩǎ commitments will be in accordance with those undertaken in its WTO schedule, 
supplemented by those undertaken in its FTAs with New Zealand and Chile.  

Domestic regulation  
One remaining question is whether Norway and China will negotiate more specific rules regarding 
certain regulatory issues under the GATS. Here we ŦƻŎǳǎ ƻƴ ΨŘƻƳŜǎǘƛŎ ǊŜƎǳƭŀǘƛƻƴΩ ŀǎ ŘŜŦƛƴŜŘ ƛƴ ŀǊǘƛŎƭŜ 
VI of GATS. Norway has indicated some interest in further developing the disciplines related to 
domestic regulation under GATS. However, we are not aware of any specific Norwegian proposal in 
this respect. We note that some Norwegian FTAs contain rules that in some respects go beyond 
article VI of GATS. The FTAs with Hong Kong (art. 3.7) and Chile (art. 28) extends some of the rules to 
sectors in which commitments have not been undertaken. None of the recent FTAs contain rules that 
go beyond article VI of GATS to an extent that is relevant for the purpose of this report. /ƘƛƴŀΩǎ C¢! 
with New Zealand contains rules that might be of some interest here: see articles 111.3 (minor 
procedural issues when processing applications for permits to supply services), and 113 (cooperation 
on recognition of qualifications). We consider that there is low probability that Norway and China will 
undertake important new commitments regarding regulatory issues in an FTA; and that if such 
commitments are included in the FTA, they are unlikely to be of significance from an environmental 
perspective. Thus, our free trade scenario does not include additional commitments regarding 
ΨŘƻƳŜǎǘƛŎ ǊŜƎǳƭŀǘƛƻƴΩΦ 

 

5.3 Investment 

Establishment  
The right of establishment is partly covered by commitments in the services sector where countries 
undertake commitments for modes 3 and 4 of supply. These issues are examined in section 5.2 
above. In the following, we will consider whether the free trade scenario should include additional 
rules regarding establishment in a chapter on investment. 

According to the Feasibility Study (2008: 73), various ŀǎǇŜŎǘǎ ƻŦ ǘƘŜ C¢! ǿƛƭƭ ΨǇǊƻǾƛŘŜ ŀƴ ƛƳǇǊƻǾŜŘ 
ƛƴǾŜǎǘƳŜƴǘ ŜƴǾƛǊƻƴƳŜƴǘΩΦ IƻǿŜǾŜǊΣ ǎǳŎƘ ŜŦŦŜŎǘǎ ŀǊŜ to be seen as indirect consequences of 
elements of the FTA, and there is in the Feasibility Study no reference to any specific rules on 
establishment. In addition, it refers to cooperation undertaken in joint bodies since 1980 and 

proposes that such cooperation be continued within the framework of the FTA (2008: 92·93). These 
proposals are general and do not include the development of legal commitments.  

{ƻƳŜ ƻŦ bƻǊǿŀȅΩǎ C¢!ǎ Ŏƻƴǘŀƛƴ ǊǳƭŜǎ ƻŦ ǊŜƭŜǾŀƴŎŜ ǘƻ ǘƘŜ ǊƛƎƘǘ ƻŦ ŜǎǘŀōƭƛǎƘƳŜƴǘΦ !ǊǘƛŎƭŜ пл ƻŦ ǘƘŜ C¢! 
between EFTA and Singapore extends the obligation of national ǘǊŜŀǘƳŜƴǘ ǘƻ ΨǘƘŜ ŜǎǘŀōƭƛǎƘƳŜƴǘΣ 
ŀŎǉǳƛǎƛǘƛƻƴΣ ŜȄǇŀƴǎƛƻƴ Χ ƻŦ ƛƴǾŜǎǘƳŜƴǘǎΩΦ ¢Ƙƛǎ ƎŜƴŜǊŀƭ ƻōƭƛƎŀǘƛƻƴ ƛǎ ǎǳōƧŜŎǘ ǘƻ ǎƻƳŜ ƭƛƳƛǘŀǘƛƻƴǎ 
regarding subsidies (art. 40.3), treatment offered by regional or local authorities (art. 40.4), and 

specific exemptions (art. 46 and Annex XI). Articles 30·37 of bƻǊǿŀȅΩǎ FTA with Chile contain rules 
regarding establishment that are even more far-reaching as they do not contain the general 
exceptions for subsidies and treatment offered by regional or local authorities. The subsequent FTAs 
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with Korea (see art. 1.4) and Peru (see chapter 5) do not contain any obligations concerning 
establishment. 

The draft Norwegian model bilateral investment treaty (BIT) contains a provision that is similar to the 
one in art. 34 of the Chile FTA. In article [3] it extends NT oōƭƛƎŀǘƛƻƴǎ ǘƻ ΨǘƘŜ ŜǎǘŀōƭƛǎƘƳŜƴǘΣ 
ŀŎǉǳƛǎƛǘƛƻƴΣ ŜȄǇŀƴǎƛƻƴΣ Χ ƻŦ ƛƴǾŜǎǘƳŜƴǘǎΩΦ47 The model BIT contains no general exceptions along the 
lines of the Singapore FTA, but opens for specific exceptions to be listed in an annex.  

The Chinese FTAs examined do not contain provisions extending national treatment to 
establishment. Relevant provisions include provisions extending MFN treatment to establishment, 
but with significant exemptions (New Zealand art. 139 and Peru art. 131), and otherwise only 
recommendatory provisions to promote investment (Chile art. 112, New Zealand art. 151 and Peru 
art. 128). 

Against this background, it is unclear whether establishment is a realistic option in the negotiations 
between China and Norway. However, given the interest shown by the Norwegian authorities in 
including establishment in the NT obligation, we have decided to cover this issue in our free trade 
scenario. 

Investment protection  
In light of the third version of the Chinese Model BIT48 and the draft Norwegian Model BIT as well as 
the existing FTAs of China and Norway, we find it unlikely that the investment chapter of the FTA will 
include a most-favoured-nation clause, an umbrella clause or provisions on performance 
requirements beyond those that are included for services. Moreover, the 1984 BIT between Norway 
and China include a fair and equitable treatment provision. Against this background, we have 
decided to base the free trade scenario on the following obligations in addition to those contained in 
the 1984 BIT between Norway and China:49 

National treatment: The draft Norwegian Model BIT contains an unqualified NT obligation (art. 3.1), 
and ŀ Ǉƻǎǎƛōƛƭƛǘȅ ƻŦ ƭƛǎǘƛƴƎ ǎǇŜŎƛŦƛŎ ŜȄŎŜǇǘƛƻƴǎ ƛƴ ŀƴ ŀƴƴŜȄ ǘƻ ǘƘŜ ŀƎǊŜŜƳŜƴǘ όŀǊǘΦ оύΦ bƻǊǿŀȅΩǎ C¢! 
with Singapore contains a similar NT obligation in arts. 40 and 46. 

The NT provision of the Chinese Model BIT is introduced by the following general qualification: 
Ψ²ƛǘƘƻǳǘ ǇǊŜƧǳŘƛŎŜ ǘƻ ƛǘǎ ƭŀǿǎ ŀƴŘ ǊŜƎǳƭŀǘƛƻƴǎΩ όŀǊǘΦ оΦнύΦ !ǊǘƛŎƭŜ моу ƻŦ /ƘƛƴŀΩǎ C¢! ǿƛǘƘ bŜǿ ½ŜŀƭŀƴŘ 
does not contain any such quŀƭƛŦƛŎŀǘƛƻƴΣ ōǳǘ ŀǊǘΦ мпм ŜȄŜƳǇǘ ŀƴȅ ΨŜȄƛǎǘƛƴƎ ƴƻƴ-conforming measures 
ƳŀƛƴǘŀƛƴŜŘ ǿƛǘƘƛƴ ƛǘǎ ǘŜǊǊƛǘƻǊȅΩΦ ¢ƘŜ ǇŀǊǘƛŜǎ ǳƴŘŜǊǘŀƪŜ ǘƻ ΨŜƴŘŜŀǾƻǳǊ ǘƻ ǇǊƻƎǊŜǎǎƛǾŜƭȅ ǊŜƳƻǾŜΩ ǎǳŎƘ 
ƳŜŀǎǳǊŜǎΦ /ƘƛƴŀΩǎ C¢! ǿƛǘƘ tŜǊǳ Ŏƻƴǘŀƛƴǎ ǎƛƳƛƭŀǊ ǇǊƻǾƛǎƛƻƴǎ όŀǊǘǎΦ мнф ŀƴŘ молύΣ ŀƴŘ includes an 
ŀŘŘƛǘƛƻƴŀƭ ŜȄŎŜǇǘƛƻƴ ŦƻǊ ΨǘƘŜ ǊƛƎƘǘ ǘƻ ŀŘƻǇǘ ƻǊ Ƴŀƛƴǘŀƛƴ ŀƴȅ ƳŜŀǎǳǊŜ ǘƘŀǘ ŀŎŎƻǊŘǎ ŘƛŦŦŜǊŜƴǘƛŀƭ 
ǘǊŜŀǘƳŜƴǘ ǘƻ ǎƻŎƛŀƭƭȅ ƻǊ ŜŎƻƴƻƳƛŎŀƭƭȅ ŘƛǎŀŘǾŀƴǘŀƎŜŘ ƳƛƴƻǊƛǘƛŜǎ ŀƴŘ ŜǘƘƴƛŎ ƎǊƻǳǇǎΩ όŀǊǘΦ мнфΦоύΦ 

Against this background, the design of a NT provision in the FTA remains uncertain. In light of the 
Norwegian discussion of NT clauses in BITs and FTAs, we have decided to use the NT obligation in the 
Norwegian draft Model BIT as basis for our free trade scenario.  

Investorςstate dispute settlement: One reason why Norway has negotiated few treaties covering 
investment protection in recent years is concerns regarding the settlement of investorςstate 
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 The text is available at: 

http://www.regjeringen.no/upload/NHD/Vedlegg/hoeringer/Utkast%20til%20modellavtale2.doc. 
48

 Text from Gallagher and Shan (2009): 433·437. 
49

 The 1984 BIT contains provisions on fair and equitable treatment, most-favoured-nation treatment, 

expropriation and transfer. 
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disputes. As the current Norwegian draft Model BIT contains a provision allowing for such 
settlement, our free trade scenario includes this option. 

Both the Norwegian and the Chinese Model BITs provide for a duty to negotiate prior to submitting 
the dispute to arbitration. Moreover, both Model BITs contain provisions requiring some degree of 
exhaustion of domestic remedies, the Chinese being more demanding than the Norwegian. Both 
Models provide for the International Center for the Settlement of Investment Disputes (ICSID) as the 
arbitration arrangement to be used. In addition to these elements, the Norwegian Model requires 
that the investor shall have incurred loss. We might assume that a similar requirement would in 
practice apply under the Chinese Model as well. The Chinese Model provides for a period of six 
months to pass between the investor raises the case with the relevant authorities and the case is 
brought to arbitration. No similar provision is included in the Norwegian Model, but we may assume 
that a similar period would normally be needed for an investor to fulfil its obligation to settle the 
dispute amicably. Only tƘŜ /ƘƛƴŜǎŜ aƻŘŜƭ ƛƴŎƭǳŘŜǎ ŀ ΨŦƻǊƪ ƛƴ ǘƘŜ ǊƻŀŘΩ ǇǊƻǾƛǎƛƻƴ: a provision forcing 
the investor to make a definitive choice between national remedies and international arbitration. 

Against this background, we have decided that the investorςstate dispute settlement option of the 
free trade scenario will include the following elements: (a) a duty to attempt to resolve the dispute 
for a minimum of four months prior to bringing the case to international arbitration, (b) a duty to 
attempt domestic remedies where such are reasonably available, and (c) ICSID to be the only 
available arbitration arrangement. 

 

5.4 Measures to avoid negative environmental consequences 

General measures 
In light of the general clauses included in the Chinese and Norwegian FTAs examined for the purpose 
of this report, our free trade scenario will be limited to preambular text. All the preambles of the 
FTAs examined, except that between China and Costa Rica, contain references to environmental 
protection. We may distinguish three ways in which the FTAs refer to environmental protection: (a) 
general agreement to promote environmental protection, i.e. no specific link to the FTA (EFTAςChile 
FTA); (b) agreement that trade liberalization or economic integration should contribute positively to 
environmental protection, i.e. an indirect link to the FTA (EFTAςKorea,  EFTAςSingapore, and Chinaς
New Zealand FTAs); and agreement that the FTA should be implemented in a manner consistent with 
environmental protection, i.e. a direct link to the FTA (EFTAςPeru, ChinaςChile, and ChinaςPeru 
FTAs). For the purpose of avoiding negative environmental consequences of the FTA, we assume that 
preference will be given to the approach most likely to influence the interpretation and application 
of the provisions of the FTA in an environmentally-friendly manner. We consider those preambular 
clauses that are directly linked to the implementation of the FTA to be most likely to influence the 
interpretation and application of the FTA, and will therefore use the preambular clauses of the EFTAς
Peru, ChinaςChile, and ChinaςPeru FTAs as bases for our free trade scenario. 

Measures related to trade in goods  
In light of the general clauses included in the Chinese and Norwegian FTAs, our free trade scenario in 
relation to trade in goods will be limited to the inclusion of general exceptions. All the FTAs examined 
contain such exceptions and cover the elements set out in GATT art. XX(b) and (g).  We may 
distinguish five ways in which the FTAs incorporate general exceptions: (a) general incorporation into 
the agreement by reference (ChinaςChile and ChinaςNew Zealand FTAs); (b) general incorporation 
into specific chapters of the FTA through reference (ChinaςCosta Rica and ChinaςPeru FTAs); (c) 
general incorporation into only the trade in goods chapter of the FTA through reference (EFTAςPeru 
FTA); (d) incorporation through reference, but with unclear scope (EFTAςKorea FTA); and (e) 
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reproduction of the text of GATT art. XX made applicable to the whole FTA (EFTAςChile and EFTAς
Singapore FTAs). In addition, some of the FTAs specify that the environmental clauses extend to living 
and non-living natural resources (ChinaςCosta Rica, ChinaςPeru, and ChinaςNew Zealand FTAs). 

The ways in which the FTAs refer to GATT article XX thus differ significantly as regards the scope of 
their provisions. We find that many of these differences can be ascribed to poor drafting of the FTAs, 
in particular the EFTA FTAs, and that the intentions of the parties to the FTAs do not differ as much as 
the FTAs as such might indicate. We find the main outstanding question to be whether the general 
exceptions shall extend to rules concerning technical barriers to trade (covered by the TBT 
Agreement of the WTO) and sanitary and phytosanitary measures (covered by the SPS Agreement of 
the WTO). All the Norwegian FTAs as well as the ChinaςCosta Rica and ChinaςPeru FTAs can be 
interpreted to extend the general exception to TBT and SPS obligations. However, the Norwegian 
FTAs remain somewhat unclear. 

Against this background, our free trade scenario will include a reference to GATT art. XX(b) and (g), 
and the scope of this provision will extend to TBT and SPS obligations. 

Measures related to trade in services  
In light of the general clauses included in the Chinese and Norwegian FTAs, the free trade scenario in 
relation to trade in services will be limited to the inclusion of a general exception in line with GATS 
art. XIV to be applicable only to the services chapter. /ƘƛƴŀΩǎ FTAs with Costa Rica (art. 159.2) and 
with New Zealand make clear that GATS art. XIV(b) as applied in the FTAs include environmental 
measures. The free trade scenario will include a clarification along these lines.  

Measures related to investment  
The draft Norwegian Model BIT contains two provisions aimed at offsetting potential negative effects 
of investment commitments on environmental policy. According to art. [12], which carries the 
ƘŜŀŘƛƴƎ ΨwƛƎƘǘ ǘƻ ǊŜƎǳƭŀǘŜΩΥ 

Nothing in this Agreement shall be construed to prevent a Party from adopting, maintaining 
or enforcing any measure otherwise consistent with this Agreement that it considers 
appropriate to ensure that investment activity is undertaken in a manner sensitive to health, 
safety or environmental concerns. 

The second provision is the general exception included in art. [24]: 

Subject to the requirement that such measures are not applied in a manner which would 
constitute a means of arbitrary or unjustifiable discrimination between investments or 
between investors, or a disguised restriction on international [trade or] investment, nothing 
in this Agreement shall be construed to prevent a Party from adopting or enforcing measures 
necessary50Υ Χ ƛƛΦ ǘƻ ǇǊƻǘŜŎǘ ƘǳƳŀƴΣ ŀƴƛƳŀƭ ƻǊ Ǉƭŀƴǘ ƭƛŦŜ ƻǊ ƘŜŀƭǘƘΤ Χ  ƻǊ ǾΦ ŦƻǊ ǘƘŜ ǇǊƻǘŜŎǘƛƻƴ 
of the environment. [footnote in the original] 

The third version of the Chinese Model BIT, which dates from the mid-1990s, does not contain any 
relevant provision to accommodate environmental policy concerns. However, there is one recent 
Chinese FTA with a general exception that applies to the investment rules ς art. 159.2 of the FTA with 
Costa Rica states that art. XIV of GATS applies to the chapter containing rules on investment and that 
the provision extends to environmental measures necessary to protect human, animal or plant life or 
health. In addition, art. 200 of /ƘƛƴŀΩǎ C¢! ǿƛǘƘ bŜǿ ½ŜŀƭŀƴŘ ǎǘŀǘŜǎ ǘƘŀǘ ŀǊǘΦ ·L± ƛǎ ΨƛƴŎƻǊǇƻǊŀǘŜŘ ƛƴǘƻ 
and made part of this Agreement, mutatis mutandisΦΩ !ǎ ǘƘƛǎ C¢! Ŏƻƴǘŀƛƴǎ ǎŜǇŀǊŀǘŜ ŎƘŀǇǘŜǊǎ ƻƴ 
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 For greater certainty, the concept of ónecessityô in this Article shall include measures taken by a Party as 

provided for by the precautionary principle, including the principle of precautionary action. 
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services and investment, it is unclear whether the exception is to apply only to the services chapter 
or be extended to the investment chapter as well. The fact that the general exceptions are contained 
in a provision towards the end of the FTA and not in the individual chapters, and moreover that the 
provision refers to investment in para. 3, suggests that the exception might be extended to the 
investment chapter.   

Against this background, we base our free trade scenario on the incorporation of a reference to art. 
XIV of GATS, supplemented by a statement that the provision applies to environmental measures. 

 

6. Green trade scenario 
 

6.1 Introduction  
The green trade scenario builds on the free trade scenario, but with the measures to secure free 
trade complemented by additional measures to enhance the positive environmental impacts and 
safeguard against negative impacts. 

In this chapter we describe trade facilitation and safeguarding measures in the green trade scenario. 
Discussion of the impacts of the green trade scenario, with recommendations for action at the 
national and international levels, is deferred to chapter 9.  

The green trade scenario is an attempt at bringing forward the discussion on how to promote and 
safeguard the environment in the context of trade. Both China and Norway have contributions to 
make in this context. For a more detailed presentation of Chinese challenges and points of view, see 
Hu Tao (2011).   

One core issue for the green trade scenario is whether and to what extent current bilateral 
environmental cooperation should be integrated into the agreement. There exist several bilateral 
agreements between China and Norway that relate to environmental issues, of which we may note 
the following in particular (presented in inverse chronology): 

- MoU on Cooperation in the Field of Water Resources between the Ministry of Water 

Resources of China and the Ministry of Petroleum and Energy of Norway, signed 10 June 

2010; 

- MoU on Cooperation in the Petroleum Sector between the Ministry of Petroleum and Energy 

of Norway and the National Energy Administration of China, signed 12 January 2009; 

- MoU on Environmental Cooperation between the Ministry of the Environment of the 

Kingdom of Norway and the Ministry of Environmental Protection of China, signed 30 June 

2008; 

- Agreement on Fisheries Cooperation between the Ministry of Fisheries and Coastal Affairs of 

Norway and the Ministry of Agriculture of China, signed 26 March 2007;  

- MoU on Enhancing Cooperation in Energy Conservation and Renewable Energy between the 

Ministry of Petroleum and Energy of Norway and the National Development and Reform 

Commission of China, signed 27 September 2006.51 
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 An assessment of the SinoïNorwegian environmental cooperation until 2005 has been carried out by Wu 

Xiaofu et al. (2007). 
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In light of the mandate for this report, as well as the fact that many of the agreements are well 
established and concern environmental issues only partially, we have decided against basing our 
green trade scenario on integrating existing bilateral agreements between Norway and China.  

A second core issue is whether and to what extent the scenario should include possibilities of future 
environmental cooperation to be initiated and organized under the agreement. Here we have 
concluded that the green trade scenario shall provide for some options as to such cooperation. The 
assessment of such initiatives will, as far as possible, take into account interaction with existing 
bilateral cooperation.  

 

6.2 General measures 
We assume that, under a green trade scenario, the general provisions concerning the relationship 
between the environment and trade in the preamble of the FTA will further underline and specify the 
objective of ensuring that the FTA avoids negative environmental consequences and contributes to 
improved environmental conditions. This scenario will include the following categories of provisions 
in the preamble of the FTA: 

- a statement on the relationship between the FTA and existing environmental agreements; 
- a statement concerning the interpretation of obligations under the FTA in light of 

environmental commitments and policies;  
- a statement concerning the national implementation of the FTA in light of environmental 

policy measures;  
- a statement concerning the future cooperation under the FTA in light of environmental 

objectives. 

In addition, the free trade scenario has included provisions in the main body of the FTA. In particular, 
four categories of provisions are relevant, in addition to the general exceptions discussed in section 
5.4 above: (1) linking the objective of the FTA to environmental objectives and/or sustainable 
development; (2) linking the basic principles of the FTA to environmental principles, such as the 
precautionary principle and the polluter pays principle; (3) including elements in the FTA that could 
contribute to more effective implementation and enforcement of environmental policy; (4) 
obligations to not lower environmental standards or relax environmental measures in order to gain 
competitive advantages. 

A working group under EFTA has issued draft model provisions concerning environmental and labour 
standards to be included in future EFTA free trade agreements (EFTA Paper, 2010). The green trade 
scenario will use the language of the draft model provisions as a starting point. Further elaboration of 
relevant provisions is undertaken in chapter 9 along with an assessment of potential effects of such 
provisions. 

 

6.3 Defining environmental goods and services 
There is no general agreement on the definition of Ψenvironmental goodsΩ for the purpose of the 
negotiations in the Doha Round, and the approach of the negotiators has therefore been to develop 
lists of environmental goods.52 Environmental services, on the other hand, have been identified in 
²¢hΩǎ Ψ²κмнлΩ ŘƻŎǳƳŜƴǘΣ53 and, although there is considerable discussion of the scope of 
environmental services, the schedules of most countries reflect the definition of environmental 
services in the W/120 document. The main international institutions that have undertaken work to 
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 See, e.g. WTO doc. TN/TE/INF/6, para. 47. 
53

 Services Sectoral Classification List, WTO doc. MTN.GNS/W/120. 
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clarify the environmental goods and services concepts are the OECD, APEC and UNCTAD (see box 
6.1). The OECD and APEC have elaborated lists of environmental goods and services. 

The negotiations on environmental goods and services in the WTO face a range of challenging issues, 
including striking a balance between the trade and economic interests of various groups of countries, 
how to deal with criteria based on processes and production methods (PPMs), how to deal with 
ΨƳǳƭǘƛǇƭŜ-ǳǎŜΩ ǇǊƻŘǳŎǘǎ ŀƴŘ ǎŜǊǾƛŎŜǎΣ Ƙƻǿ ǘƻ ǊŜƭŀǘŜ ǘƻ ŎŜǊǘƛŦƛŎŀǘƛƻƴ ǎŎƘŜƳŜǎΣ Ƙƻǿ ǘƻ ǳǇŘŀǘŜ ƭƛǎǘǎ ƛƴ 
light of new knowledge and technological developments, and concerns regarding the capacity of 
customs authorities to deal with special treatment of certain goods. These issues are generally of less 
concern in the negotiations between Norway and China. Moreover, although agreement between 
Norway and China on lists of environmental goods and services and experiences thereby gained may 
be referred to in subsequent WTO negotiations, they would not be decisive for future positions in the 
WTO. Experience so far in the WTO and concerns regarding future negotiations should therefore not 
prevent Norway and China from addressing environmental goods and services in their negotiations. 

Of particular interest in the ChineseςNorwegian context is how to deal with proposals and 
suggestions that have been put forward by ŘŜǾŜƭƻǇƛƴƎ ŎƻǳƴǘǊƛŜǎΣ ƛƴŎƭǳŘƛƴƎ Ψƴƻƴ-timber forest 
products, products based on traditional knowledge (TK) and products made from natural fibres such 
ŀǎ ƧǳǘŜ ŀƴŘ ŎƻƛǊΦΩ ό²¢h /¢9{{ нллпΣ ǇŀǊŀΦ руύΣ ŀǎ ǿŜƭƭ ŀǎ ΨōƛƻǘǊŀŘŜ ŀƴŘ ǘǊŀŘŜ ƛƴ ƻǊƎŀƴƛŎ ŀƎǊƛŎǳƭǘǳǊŀƭ 
ǇǊƻŘǳŎǘǎΩΣ ƛƴŎƭǳŘƛƴƎ ƎƻƻŘǎ ŀƴŘ ǎŜǊǾƛŎŜǎ ŘŜǊƛǾŜŘ ŦǊƻƳ ǘƘŜ ǎǳǎǘŀƛƴŀōƭŜ ǳǎŜ ƻŦ ōƛƻŘƛǾŜǊǎƛǘȅ ό¦b/¢!5 
2004, para. 24). 

Box 6.1 $ÅÆÉÎÉÔÉÏÎÓ ÏÆ ȬÅÎÖÉÒÏÎÍÅÎÔÁÌ ÇÏÏÄÓȭ ÁÎÄ ȬÅÎÖÉÒÏÎÍÅÎÔÁÌ ÓÅÒÖÉÃÅÓȭ 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Defining environmental goods and services 

¦b/¢!5Υ Ψ!ƴ ŜƴǾƛǊƻƴƳŜƴǘŀƭ ƎƻƻŘ Ŏŀƴ ōŜ ǳƴŘŜǊǎǘƻƻŘ ŀǎ ŜǉǳƛǇƳŜƴǘΣ ƳŀǘŜǊƛŀƭ ƻǊ ǘŜŎƘƴƻƭƻƎȅ ǳǎŜŘ ǘƻ 
ŀŘŘǊŜǎǎ ŀ ǇŀǊǘƛŎǳƭŀǊ ŜƴǾƛǊƻƴƳŜƴǘŀƭ ǇǊƻōƭŜƳ ƻǊ ŀǎ ŀ ǇǊƻŘǳŎǘ ǘƘŀǘ ƛǎ ƛǘǎŜƭŦ άŜƴǾƛǊƻƴƳŜƴǘŀƭƭȅ 
ǇǊŜŦŜǊŀōƭŜέ ǘƻ ƻǘƘŜǊ ǎƛƳƛƭŀǊ ǇǊƻŘǳŎǘǎ because of its relatively benign impact on the environment. 
Environmental services have been defined as: (a) services provided by ecosystems (e.g carbon 
sequestration); or (b) human activities to address particular environmental problems (e.g. 
wastewater ƳŀƴŀƎŜƳŜƴǘύΦΩ 

h9/5 κ 9ǳǊƻǎǘŀǘ ƘŀǾŜ ŘŜŦƛƴŜŘ ŜƴǾƛǊƻƴƳŜƴǘŀƭ ƛƴŘǳǎǘǊȅ ŀǎΥ ΨŀŎǘƛǾƛǘƛŜǎ ǿƘƛŎƘ ǇǊƻŘǳŎŜ ƎƻƻŘǎ ŀƴŘ 
services to measure, prevent, limit, minimize or correct environmental damage to water, air and 
soil, as well as problems related to waste, noise and ŜŎƻǎȅǎǘŜƳǎΦΩ 

The OECD list of environmental goods was the result of an exercise intended to illustrate, primarily 
ŦƻǊ ŀƴŀƭȅǘƛŎŀƭ ǇǳǊǇƻǎŜǎΣ ǘƘŜ ǎŎƻǇŜ ƻŦ ǘƘŜ ΨŜƴǾƛǊƻƴƳŜƴǘ ƛƴŘǳǎǘǊȅΩΦ Lǘ ŦƭƻǿŜŘ ŘƛǊŜŎǘƭȅ ŦǊƻƳ Ƨƻƛƴǘ h9/5 
and Eurostat work on a manual for national statisticians to assist them in measuring their national 
environmental industries. On the basis of the general categories of goods and services, the Joint 
²ƻǊƪƛƴƎ tŀǊǘȅ ƻƴ ¢ǊŀŘŜ ŀƴŘ 9ƴǾƛǊƻƴƳŜƴǘ ŀŘŘŜŘ ŜȄŀƳǇƭŜǎ ƻŦ ǎǇŜŎƛŦƛŎ ƎƻƻŘǎΦ ¢ƘŜ h9/5Ωǎ ƭŀǊƎŜǊ ƭƛǎǘ 
was created deductively: starting from general categories based on the classifications in the 
environment industry manual, it added specific examples in order to produce an estimate of 
average tariffs on a previously undefined class of goods. 

The APEC list started with nominations, not unlike the request-offer procedures traditionally used in 
trade negotiations. This yielded a list of goods which was then arranged according to an agreed 
classification system. Since the aim of the APEC list was to obtain more favourable tariff treatment 
for environmental goods, APEC member economies limited themselves to specific goods that could 
be readily distinguished by customs agents and treated differently for tariff purposes. For this 
reason, issues related to Ψlike productsΩ, products defined by particular processes or production 
methods, and products defined by their life-cycle impacts were not addressed, with the result that 
some goods were omitted from the list that were included on the OECD list.  

Sources: UNCTAD 2003, OECD 2005. 
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For the purpose of this rŜǇƻǊǘΣ ǿŜ ǊŜƎŀǊŘ ǘƘŜ ŎƻǊŜ ƻŦ ǘƘŜ ŎƻƴŎŜǇǘ ΨŜƴǾƛǊƻƴƳŜƴǘŀƭ ƎƻƻŘǎ ŀƴŘ ǎŜǊǾƛŎŜǎΩ 
to be goods and services that promote the protection and preservation of the environment. This 
concept can be extended to cover goods and services that promote the broader objective of 
sustainable development. Moreover, it can be extended to products and services that can be 
deemed as showing particularly good environmental performance when compared to other like 
products or services, when the environmental impact throughout their life-cycle is tested against a 
list of environmental indicators. We base our definition of environmental goods and services in the 
core concept, and open up for extending the concept in the two directions indicated. 

Given the differences between Norway and China regarding levels of trade liberalization, we note 
that China will probably have to undertake more far-reaching trade concessions than Norway in 
order to promote trade in environmental goods and services. In the following, we explore how the 
core concept of environmental goods and services can be extended in light of Chinese interests. Here 
we assume that both Norway and China would support a definition that prevents misuse in the sense 
that it could lead to increased trade in goods or services that are environmentally harmful.  

¢ƻ ŦǳǊǘƘŜǊ ŜȄǇƭƻǊŜ ǘƘŜ ŎƻƴŎŜǇǘΣ ƛǘ ƛǎ ƘŜƭǇŦǳƭ ǘƻ ŎƻƴǎƛŘŜǊ ǘƘŜ ŘƛŦŦŜǊŜƴǘ ŀǎǇŜŎǘǎ ƻŦ ǘƘŜ ΨŜƴǾƛǊƻƴƳŜƴǘΩΦ 
IŜǊŜ ǿŜ ŎƭŀǎǎƛŦȅ ΨŜƴǾƛǊƻƴƳŜƴǘΩ ŀŎŎƻǊŘƛƴƎ ǘƻ ǎǇŀǘƛŀƭ ƴŀǘǳǊŜ ƻŦ ǘƘŜ ŜƴǾƛǊƻƴƳŜƴǘŀƭ ŜȄǘŜǊƴŀƭƛǘȅΦ Lƴ 
economic theory it is the externality that gives a reason for public policy, including facilitation of 
trade in environmental goods and services. Hence, it seems reasonable to focus on the externality in 
order to identify environmental goods and services.  

Going from the micro- to the macro-level, we may distinguish the indoor environment, outdoor 
environment, local environment, national environment, regional environment and global 
environment, as shown in Figure 6.1.  

Figure 6.1 Environmental externalities from the micro - to the macro -level  

 

 

Indoor environmental quality has become a huge health problem. In poor (predominantly rural) 
households, cooking and heating often leads to very high levels of indoor air pollution. 

Concentrations of particulate matter and SO2 may reach 500·1000 µg/m3 or more, far higher than 
outdoor levels. The WHO estimates that two million people worldwide die prematurely each year 
because of indoor air pollution. 

Outdoor, local and national environmental problems are the normal environmental problems that 
are addressed by national environmental policies. The major problems are air pollution, water 
pollution, solid waste, ecosystem degradation, land use, noise and radiation. 
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Regional and global environmental problems have been recognized in the past decades. Major 
regional and global problems include climate change, ozone depletion, biodiversity loss, persistent 
organic pollutants and other hazardous substances. Regional and multilateral environmental 
agreements have sought to deal with such environmental problems, with varying degrees of 
effectiveness.  

A list of environmental goods and services could be structured as follows: 

¶ Indoor environmental goods and services are relevant for improving the indoor environment; 

¶ Local environmental goods and services are relevant for improving the outdoor, local 
environment;  

¶ Global environmental goods and services are relevant for improving the regional and global 
environment. 

This list, with entries for indoor and global environmental goods and services, is in some senses 
broader than the current definitions used by the OECD, APEC, UNCTAD and WTO. It recognizes the 
human need for a good global and indoor environment. At the micro (indoor) level it corresponds to 
initiatives of the WHO, and at the macro (global) level it fits into the UNFCCC, the Montreal Protocol, 
the CBD and other multilateral environmental agreements. Moreover, it takes more clearly into 
consideration the major interests of developing countries, as it includes main focuses on 
environmental issues of particular concern to those suffering from poverty, as well as on 
environmental problems for which developing countries may provide goods and services. 

 

6.4 The environmental priorities of China and Norway 
As part of an FTA between China and Norway a green trade scenario is likely to focus on 
environmental goods that correspond to the environmental priorities of the two counties. 

The environmental priorities of China (for more details, see Hu Tao, 2011) have traditionally been: 

Indoor > outdoor/local/national > global   

{ƛƴŎŜ ǘƘŜ ƛƴǘǊƻŘǳŎǘƛƻƴ ƻŦ ǘƘŜ ŎƻƴŎŜǇǘ ƻŦ ΨǎŎƛŜƴǘƛŦƛŎ ŘŜǾŜƭƻǇƳŜƴǘΩ ŀƴŘ ŀǎ ǊŜŎŜƴǘƭȅ ǊŜŎonfirmed in the 
12th Five Year Plan, the Chinese priorities have changed to: 

Indoor + outdoor/local/national + global 

In general, we can observe that Chinese priorities have shifted from a high priority of indoor but also 
of outdoor local environmental problems, to regarding all groups of environmental problems as 
equally important. 

The environmental priorities of Norway were traditionally similar to the traditional priorities of China: 
indoor and local problems first, then national, then global. However, in recent years the indoor, local 
and even national environmental problems have diminished greatly, while global environmental 
problems, climate change in particular, are emerging and large. The current priorities in Norway 
could therefore, in very broad terms, be illustrated as follows: 

Global > outdoor/local/national > indoor 

Thus we see that global environmental problems are emerging higher on the agenda of both 
countries. Having mastered some local and national problems, Norway may also be interested in 
exporting related environmental goods, services and technologies. China also has a significant 
environmental industry interested in expanding its market shares.  

It may also be noted that the international community (including the UN, the WTO and the WHO) 
may see it as its particular role to focus on global problems such as climate change, and on public 
health issues like indoor air pollution, deeming it better to leave outdoor local and national 
environmental issues to the national governments. 
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6.5 Trade in goods 

)ÄÅÎÔÉÆÉÃÁÔÉÏÎ ÏÆ ȬÅÎÖÉÒÏÎÍÅÎÔÁÌ ÇÏÏÄÓȭ 
The EU, the USA, Canada, Japan and other countries including Norway have presented to the 
negotiations under the Doha Ministerial Declaration a list of 153 goods by HS entry (Committee on 
Trade and Environment Special Session, 2009) that, according to the sponsors, ǎƘƻǳƭŘ Ψ(1) be 
particularly important ς even critical ς for environmental protection, and workable from a customs 
facilitation perspective; (2) have the potential for a high degree of convergence among Members; 
and (3) serve as a basis for further work and negotiation under paragraph 31 (iii) of the Doha 
5ŜŎƭŀǊŀǘƛƻƴΦΩ54 ¢ƘŜ ƭƛǎǘ ƛƴŎƭǳŘŜǎ ΨaƛǊ ŎƻƳǇǊŜǎǎƻǊǎ ƳƻǳƴǘŜŘ ƻƴ ŀ ǿƘŜŜƭŜŘ ŎƘŀǎǎƛǎ ŦƻǊ ǘƻǿƛƴƎΩΣ 
considered an example of air-handling equipment for polƭǳǘŜŘ ŀƛǊΤ ΨƛƴŘǳǎǘǊƛŀƭ ƳǳŦŦƭŜǊǎΩ ǘƻ ǊŜŘǳŎŜ 
engine noise, etc. In other words, the list is both detailed and specific list. None of the 153 goods 
have been explicitly suggested by Norway. There have also been many other initiatives to isolate 
environmental goods, and many problems along the way (see e.g. Sugathan, 2009).  

One weakness of the Ψмро-listΩ is that it does not cover the whole spectrum of environmental goods. 
In particular, there are only a few products related to the indoor environment and global 
ŜƴǾƛǊƻƴƳŜƴǘΦ aƻǎǘ ƻŦ /ƘƛƴŀΩǎ ŘŜƳŀƴŘ ŦƻǊ ƛƴŘƻƻǊ ŜƴǾƛǊƻƴƳŜƴǘŀƭ ƎƻƻŘǎ ŀƴŘ Ǝƭƻōŀƭ ŜƴǾƛǊƻƴƳŜƴǘŀƭ 
goods is missing, such as indoor ventilation equipment and indoor drinking water equipment.  

As part of the present report, a new list of 227 goods has been developed by a Chinese team of 
researchers: see Hu Tao, 2011. The list primarily reflects Chinese perspectives, and is based on the 
following considerations: 

- Demands for improving the indoor, local and global environment 
- To expand employment, in particular in China 
- To facilitate export and trade 
- To recognize special and differential treatment for some goods that are less competitive 
 

Tariffs on environmental goods  
Since Norway has zero import tariff on most industrial goods, ŀ ΨƎǊŜŜƴΩ ƛƴƛǘƛŀǘƛǾŜ ǘƻ ŜȄŜƳǇǘ ǘƘŜ ƎǊŜen 
goods from import tariff is unlikely to produce any change for the country, unless such a list is 
extended to agricultural goods. According to Sugathan (2009) China has an average import tariff 
between 5 and 10% on the goods listed in the 153-list. Hu Tao (2011) indicates a range of 4 to 8%. 
We assume that the green trade agreement will eliminate tariffs on designated environmental goods.   

Non-tariff barriers and environmental goods  
The green trade scenario focuses on the relationship between non-tariff barriers to trade and 
environmental goods. We have identified four main elements that can be relevant in this context: (1) 
tƻ ŦŀŎƛƭƛǘŀǘŜ ǘǊŀŘŜ ōŜǘǿŜŜƴ ƛƴ ǎǳŎƘ ƎƻƻŘǎΣ ŜǎǘŀōƭƛǎƘƛƴƎ ŀ ΨŦŀǎǘ ǘǊŀŎƪΩ ŦƻǊ ŜƴǾƛǊƻƴƳŜƴǘŀƭ ƎƻƻŘǎΤ όнύ the 
possibility of taking into account environmental concerns in decisions regarding import and export, 
e.g. Chinese export restrictions; (3) to take into account environmental concerns when developing 
domestic standards; and (4) to take into account environmental concerns when developing 
international standards. 

The green trade scenario includes these four elements. A selection of these elements is further 
elaborated in chapter 9 based on the draft model provisions concerning the environment and labour 
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standards to be included in future EFTA free trade agreements (EFTA Paper, 2010). In order to study 
the potential effects of such elements, chapter 9 will consider the application of the elements in 
specific case studies (clean-energy products and carbon capture and storage (CCS)-related products). 

In light of the above discussion of Chinese export controls (see in particular 5.1), the green trade 
scenario will consider the option of accommodating such measures to the extent that they are 
justifiable from an environmental perspective. 

Intell ectual property rights  
Many low-cost countries, including China, regard IPRs as key barriers against developing their 
environmental industry. Some 80% ƻŦ /ƘƛƴŀΩǎ ŜƴǾƛǊƻƴƳŜƴǘŀƭ ƛƴŘǳǎǘǊȅ ŦƛǊƳǎ ŀǊŜ ǎƳŀƭƭ ŀƴŘ ƳŜŘƛǳƳ 
enterprises with less than 15 million yuan (about 13 million NOK) in fixed assets. The technological 
level of most firms is about the same as in developed countries of the 1980s or 1990s. Only about 
20% of firms have filed their own patents. Foreign patents are often too expensive to buy. The green 
trade scenario will consider how IPR can be regulated in the FTA in order to promote the use of 
environmental goods and encourage technology transfer, while at the same time achieving the level 
of IPR protection required under the TRIPs Agreement. This aspect of IPRs will be considered where 
relevant in the case studies in chapter 9. On the basis of Chinese FTAs, we have identified the 
following elements that will be included in the green trade scenario for this purpose: 

- A reference to general principles to be applied when considering IPR issues under the FTA. 
!ǊǘƛŎƭŜ мсм ƻŦ ǘƘŜ C¢! ǿƛǘƘ bŜǿ ½ŜŀƭŀƴŘ ƛŘŜƴǘƛŦƛŜǎ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ǘƘǊŜŜ ǇǊƛƴŎƛǇƭŜǎΥ ΨŎŜǊǘŀƛƴǘȅ 
ƻǾŜǊ ǘƘŜ ǇǊƻǘŜŎǘƛƻƴ ŀƴŘ ŜƴŦƻǊŎŜƳŜƴǘ ƻŦ ƛƴǘŜƭƭŜŎǘǳŀƭ ǇǊƻǇŜǊǘȅ ǊƛƎƘǘǎΩΣ ΨƳƛƴƛƳƛǎŜ ŎƻƳǇƭƛŀƴŎŜ 
costs for busineǎǎΩΣ ŀƴŘ ΨŦŀŎƛƭƛǘŀǘŜ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ǘǊŀŘŜ ǘƘǊƻǳƎƘ ǘƘŜ ŘƛǎǎŜƳƛƴŀǘƛƻƴ ƻŦ ƛŘŜŀǎΣ 
ǘŜŎƘƴƻƭƻƎȅ ŀƴŘ ŎǊŜŀǘƛǾŜ ǿƻǊƪǎΩ όǎŜŜ ŀƭǎƻ ŀǊǘΦ мппΦн ƻŦ ǘƘŜ C¢! ǿƛǘƘ tŜǊǳΣ ŀǎ ǿŜƭƭ ŀǎ ǘƘŜ C¢! 
between EFTA and Peru, art. 6.2); 

- A provision that the protection and enforcement of intellectual property rights should 
contribute to the promotion of technological innovation and the transfer and dissemination 
of technology (see art. 113.2 of the FTA with Costa Rica); and 

- A provision to prevent practices which constitute abuse of intellectual property rights by 
rights-holders, or unreasonably restrain competence or adversely affect or limit technology 
transfer (see arts. 144.4 and 147 of the FTA with Peru). 

One central issue in the trade and environment debate has been the relationship between 
obligations under the CBD, supplemented by the Nagoya Protocol on Access to Genetic Resources 
and the Fair and Equitable Sharing of Benefits arising from Their Utilization, and the TRIPs 
Agreement. The free trade scenario includes options for resolving the tensions between the effective 
protection of IPRs, patents in particular, and efforts to preserve and protect biodiversity and ensure 
the sharing of benefits from the use of genetic resources. Many of /ƘƛƴŀΩǎ FTAs have included 
provisions that deal with these issues. Provisions that can be included and the potential effects of 
such provisions will be assessed in chapter 9. 

Other measures  
The report from the Chinese research team (see Hu Tao, 2011) highlights a further two regulatory 
areas and measures of relevance for facilitating trade in environmental goods: low demand, and 
public procurement. Measures to deal with the problem of low demand for environmental goods and 
services will be further explored in section 9.2. 

The second barrier is related to procedures and routines for public procurement. The municipality is 
usually the sole consumer of many environmental goods, especially those that are packaged with 
investment, see below. In China, suppliers often compete to get the best relations with the municipal 
government, rather than competing on the basis of technology and cost-effectiveness. The trade 
policy review of China offers the following assessment: 
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Since its previous Trade Policy Review in 2008, China has continued to take steps to improve 
transparency.  Nonetheless, some aspects of China's trade policy regime remain complex and 
ƻǇŀǉǳŜΦ Χ ¢ƘŜ ŎƻƳǇƭŜȄƛǘȅ ŀƴŘ ƻǇŀŎƛǘȅ Ŏŀƴ ƭŜŀǾŜ ǎŎƻǇŜ ŦƻǊ ŀŘƳƛƴƛǎǘǊŀǘƛǾŜ ŘƛǎŎǊŜǘƛƻƴ ŀƴŘ ǘƘǳǎ 
corruption. According to a 2008 Corruption Perceptions Index, which measures perceptions 
of corruption among public officials and politicians in 180 countries, China ranked 72nd, with 
a score of 3.6 out of 10; in 2005, it ranked 78th (out of 159 countries) with a score of 3.2.  A 
2007 joint Circular by the Supreme People's Court and Supreme People's Procuratorate on 
the Opinions to Address the Issues in Handling Criminal Cases Involving the Taking of Bribes 
explicitly classifies as bribery certain acts by government officials, such as securing benefits 
for someone and, in return, accepting corporate shares from the person without due 
payment. The Government recently adopted various measures to enhance transparency in 
the public sector.55 

For the reasons that we excluded public procurement in the screening (see chapter 4) we will not 
further explore these issues in the green trade scenario. 

One additional measure to be considered is the use of countervailing measures in relation to 
environmental goods or services. The controversies linked to Chinese exports of wind-power 
equipment and solar panels, where the USA has raised cases claiming that Chinese subsidized 
exports is causing injury to US producers, and that China should compensate the USA or else the USA 
will impose countervailing duties.56 Similar issues are relevant in a Norwegian context, as illustrated 
recently by the notification to Oslo Stock Exchange by the Renewable Energy Corporation ASA (REC) 
that it is considering closing down production capacity at three of its factories in Norway.57 Building 
up production capacity for renewable energy equipment is a high priority from an environmental 
perspective, in Norway and China alike.  

The establishment of renewable energy industry may require government support, not least since 
renewable energy competes with fossil fuels. It can also be argued that it is particularly important to 
make cheap production capacity for renewable energy available in developing countries like China, 
where the increase in energy demand is high but average ability to pay is low. Moreover, China can 
argue that countervailing measures must be seen in light of the principle of common but 
differentiated responsibilities, as set out in Principle 7 of the Rio Declaration, as well as the 
obligations undertaken to promote technology development and transfer, and to provide new and 
additional financial resources for such purposes according to the UN Framework Convention on 
Climate Change art. 4.1(c), 4.3 and 4.5. It is also relevant that the obligations of developing countries 
under the UNFCCC are made dependent on developed countries fulfilling their obligations of 
technology transfer and commitment of financial resources (art. 4.7). Against this background, we 
assume that China will have an interest in limiting the possibility of using countervailing measures in 
sectors of green technology with a particular focus on the renewable energy industry. Box 6.1 makes 
clear some of the challenges in the solar energy sector as seen from a Chinese perspective.  
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Box 6.2 Trade measures against Chinese exports of solar power technol ogies  

 

From a Norwegian perspective, and in light of the above-mentioned challenges facing REC, we 
assume that Norway may want to maintain the possibility of protecting environmental industries 
from sudden changes in levels of competition. This can be done through safeguards measures, and 
need not entail countervailing duties or anti-dumping duties. In the FTA between EFTA and Hong 
YƻƴƎΣ bƻǊǿŀȅ Ƙŀǎ ǳƴŘŜǊǘŀƪŜƴ Ψƴƻǘ ώǘƻϐ ŀǇǇƭȅ ŎƻǳƴǘŜǊǾŀƛƭƛƴƎ ƳŜŀǎǳǊŜǎ ŀǎ ǇǊƻǾƛŘŜŘ ŦƻǊ ǳƴŘŜǊ !ǊǘƛŎƭŜ 
VI of the GATT 1994 and Parǘ ± ƻŦ ǘƘŜ ²¢h !ƎǊŜŜƳŜƴǘ ƻƴ {ǳōǎƛŘƛŜǎ ŀƴŘ /ƻǳƴǘŜǊǾŀƛƭƛƴƎ aŜŀǎǳǊŜǎΩ 
όŀǊǘΦ нΦммόмύύΦ aƻǊŜƻǾŜǊΣ bƻǊǿŀȅ Ƙŀǎ ǳƴŘŜǊǘŀƪŜƴ Ψƴƻǘ ώǘƻϐ ŀǇǇƭȅ ŀƴǘƛ-dumping measures as provided 
for under Article VI of the GATT 1994 and the WTO Agreement on Implementation of Article VI of the 
D!¢¢ мффпΩΦ  

Subsidies and dumping may also be detrimental to the environment. One area where elimination of 
subsidies may prove environmentally beneficial is fisheries subsidies (see paras. 28 and 31 of the 
Doha Declaration). Similarly, some industrial and agricultural subsidies, as well as anti-competitive 
practices, have been recognized as promoting or supporting environmentally harmful activities. 

Against this background, the green trade scenario will assume that Norway and China undertake not 
to apply countervailing duties and anti-dumping duties in relation to environmental goods. We also 
assume that this obligation is extended to services associated with such products. Further, the 
scenario assumes that countervailing and anti-dumping measures remain available where they can 
be justified on the basis of environmental or other grounds.  

 

6.6 Trade in services 

Environmental services  
Environmental services represent one main category of services · category 6 of the WTO Services 
Sectoral Classification List (MTN.GNS/W/120). According to the Feasibility Study (2008: 63): 

Several Norwegian businesses in the environmental services sector are already engaged in 
the Chinese market, providing various services such as advanced solutions enabling recovery 
and recycling of materials, biological wastewater treatment for both the industrial and 
municipal sectors. There is, moreover, reason to believe that given favourable conditions, the 
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trade of environmental services between Norway and China has potential to grow 
substantially. 

The Norwegian and Chinese schedules specify the following sub-categories of environmental 
services: 

Norway China 

A. Sewage Services (CPC 9401) A. Sewage Services (CPC 9401)  

B. Refuse Disposal Services (CPC 9402) B. Solid Waste Disposal Services (CPC 9402) 

C. Sanitation and Similar Services (CPC 9403) C. Cleaning Services of Exhaust Gases (CPC 9404) 

D. Other 
- Noise abatement services (CPC 9405) 
- Nature and landscape protection services (CPC 

9406) 
- Other environmental protection services (CPC 

9409) 

- Cleaning services of exhaust gases (CPC 9404) 

D. Noise Abatement Services (CPC 9405) 

  E. Nature and Landscape Protection Services 
(CPC 9406) 

 F. Other Environmental Protection Services (CPC 
9409) 

 G. Sanitation Services (CPC 9403) 

 

While Norway and China differ somewhat in how they organize their classification of environmental 
services, they include the same broad categories. However, this classification of environmental 
services has been criticized. The WTO Secretariat notes that: 

Classification of environmental services contained in W/120 has been repeatedly criticized 
for being obsolete. Its focus on infrastructure services and end-of-pipe technologies is 
considered too narrow and many consider that it does not account for developments which 
have occurred in the environment industry over the last 20 years.58 

Several proposals have been launched to revise the classification, but there is currently no general 
consensus on this issue.59 Environmental consulting is one important service sector that is not 
explicitly identified in the above categories, and which is subject to differing opinions regarding its 
classification.60 Several services that have been classified elsewhere have been identified as being 
ΨŜƴǾƛǊƻƴƳŜƴǘ-ǊŜƭŀǘŜŘΩΣ ƛƴŎƭǳŘƛƴƎ ōǳǎƛƴŜǎǎ ǎŜǊǾƛŎŜǎ όŜΦƎΦ ŀŘǾƛǎƻǊȅ ŀƴŘ ǇǊŜ-design architectural and 
engineering services, various research and development services,  technical testing and analysis 
services, services related to forestry, and services incidental to manufacturing), construction services 
(e.g. construction of waterworks, sewer systems, and waste treatment facilities), and distribution 
services (e.g. wholesale trade services of waste and scrap and materials for recycling).61 The UN 
Statistics Division issued a new version of the Central Product Classification (CPC version 2) on 31 
December 2008, significantly revising the former classification of environmental services.62 
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The Chinese research team observes that China is pursuing negotiations on environmental services 
with various trading partners, including Chile, Singapore, Australia and New Zealand; further, that 
these negotiations use the UN CPC classification and consider using the proposal advanced by the EU 
in the Doha Round (see Hu Tao, 2011). Recent Norwegian schedules in EFTA FTAs follow the EU 
proposal with only minor adjustments (see Norwegian schedules in the FTAs with Chile and Korea). 
The Norwegian schedule in its FTA with Hong Kong, however, differs from other schedules: it is based 
on the revised (but not the most recent) UN CPC (the CPC provisional, not CPC version 2), and 
contains the following in the form of reservations (Appendix 4 of the FTA): 

49. Sector:  
Sub-Sector: 
Industry Classification:  
 
 
 
 
 
 
 
 
 
Type of Reservation:  
 
Level of Government:  
Legal basis: 
Reservation:  

ENVIRONMENTAL SERVICES  
 
CPC Prov. 9401 Sewage services 
CPC Prov. 9402 Refuse disposal services 
CPC Prov. 9403 Sanitation and similar services 
CPC Prov. 9404 Cleaning services of exhaust gases 
CPC Prov. 9405 Noise abatement services 
CPC Prov. 9406 Nature and landscape protection services 
CPC Prov. 9409 Other environmental protection services n.e.c. 
CPC Prov. 96322 Preservation services of historical sites and buildings 
CPC Prov. 96332 Nature reserve services including wildlife preservation 
services 
Market Access (Article 3.5) 
National Treatment (Article 3.6) 
All  
 
Public service functions in the environmental sector, whether owned and 
operated or contracted out by municipal, regional or central government 
are exempted from market access and national treatment obligations. 
Norway reserves its right to maintain or modify any scheme or measure of 
the type described above. 

50. Sector:  
Sub-Sector: 
Industry Classification:  
Type of Reservation:  
 
Level of Government:  
Legal basis: 
Reservation:  
 

ENVIRONMENTAL SERVICES  
 
CPC Prov. 9409 Other environmental protection services n.e.c.  
Market Access (Article 3.5) 
National Treatment (Article 3.6) 
All 
 
Norway reserves the right to designate institutions responsible for 
radiation surveillance for public purposes, and to give exclusive rights for 
the supply of such services for public purposes. 

 

We observe that China and Norway show some flexibility when defining environmental services for 
the purpose of negotiating FTAs. The green trade scenario assumes that flexibility will be available 
during negotiations of the ChinaςNorway FTA. 

Above we outlined an approach to the concept of environmental goods and services that emphasizes 
indoor environmental quality and global environmental quality in addition to the conventional 
themes of outdoor environmental quality. For services in particular, such an emphasis is broader 
than the current definitions. An additional element highlighted by the Chinese research team (see Hu 
Tao, 2011) concerns /ƘƛƴŀΩǎ ŀŘǾŀƴǘŀƎŜǎ ƛƴ ǎŜŎǘƻǊǎ ƻŦ ƭŀōour-intensive services, as well as in sectors 
where there are close links between environmental goods and associated services. Given the 
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conclusion of our screening (section 4.2), the green trade scenario will not include additional 
commitments regarding mode 4 of supply (presence of natural persons) for environmental services. 

Environmental services are often supplied in conjunction with environmental goods and tend to 
represent the predominant element in the package (about 65% in value terms), with some sectoral 
variations.63 Developed-country markets are now considered to be mature; growth is modest, but 
they are expected to continue to dominate exports of environmental services in the future.64 The 
environmental sector in developing and transition economies represented about 14% of the global 
industry in 2006. While these countries are net importers of environmental services, some of them 
have started to export, mainly on a regional basis. Their greatest export niches appear to be in 
environmental engineering, testing and analysis, research and development and consultancy. 
Environmental services markets are experiencing significant growth in developing countries.65 Small 
and medium-sized enterprises, prevalent in developing countries, represent an important share of 
the market, especially in non-infrastructure environmental services like air and noise pollution 
abatement services, and environmental consulting.66 

The Feasibility Study describes the Norwegian market for environmental services as follows (2008: 
соύΥ ΨtŀǊǘƛŀƭƭȅ ŘǳŜ ǘƻ ŀ ƘƛǎǘƻǊȅ ƻŦ ǊƛƎƻǊƻǳǎ ŜƴǾƛǊƻƴƳŜƴǘŀƭ ǊŜƎǳƭŀǘƛƻƴǎΣ ǘƘŜ bƻǊǿŜƎƛŀƴ ƳŀǊƪŜǘ ŦƻǊ 
environmental services is diverse and advanced, and the Norwegian providers of environmental 
services have years of experience meeting strict requirements. Norwegian actors hold specialised 
competence in niches such as renewable energy, waste management, sewage treatment, and air and 
ǿŀǘŜǊ ǎǳǊǾŜƛƭƭŀƴŎŜ ǘŜŎƘƴƻƭƻƎȅ ŀƴŘ ǎȅǎǘŜƳǎΦΩ aƻǊŜƻǾŜǊΣ Ψ/Ƙƛƴŀ Ƙŀǎ ƻǇŜƴŜŘ ŀll categories of 
environmental services except environmental quality monitoring and pollution source inspection. 
Foreign enterprises may establish joint ventures with Chinese enterprises in China, and there is no 
ƭƛƳƛǘŀǘƛƻƴ ƻƴ ƻǿƴŜǊǎƘƛǇΩ (ibid). 

The green trade scenario will be based on the assumption that further liberalization of trade in 
environmental services may be both to the benefit and to the disadvantage of the environment. This 
will depend on the commitments undertaken and the interaction between such commitments and 
existing or future domestic measures to protect the environment, as well as the structure of the 
existing industry. For example, commitments regarding market access for refuse disposal services 
may strengthen or weaken domestic measures taken to protect the environment. It is particularly 
important to take into account the possibility of negative environmental impacts for services such as 
wastewater treatment, refuse collection and disposal, or street cleaning, which are typically provided 
to local communities by the public authorities.67 

Against this background, the green trade scenario will contain a mix of various commitments in order 

ǘƻ ǊŜŀƭƛȊŜ Ψǿƛƴ·ǿƛƴΩ όǘǊŀŘŜ ŀƴŘ ŜƴǾƛǊƻƴƳŜƴǘύ ŀƴŘ Ψǿƛƴ·win·ǿƛƴΩ όǘǊŀŘŜΣ ŜƴǾƛǊƻƴƳŜƴǘ, development) 
opportunities and avoid environmentally harmful consequences of commitments. The scenario will 
not be limited to environmental services as defined in the Norwegian and Chinese WTO schedules, 
but will take into account Chinese export interests as indicated above. The specific elements of the 
green trade scenario are elaborated in relation to the specific sectors to be considered in chapter 9. 

Other issues 
Subsidies: As indicated above, subsidies may have positive and negative environmental effects. The 
green trade scenario will aim at enhancing positive and reducing negative effects of subsidies in 
services sectors.  
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Article XV of GATS contains only an obligation to undertake negotiations and consultations on 
subsidies. The Norwegian WTO schedule contains a horizontal reservation regarding subsidies: 
subsidies remain unbound for modes 1 and 2 of supply, and full commitments are undertaken in 
relation to market access for modes 3 and 4 of supply. In relation to national treatment and mode 3 
of supply, Norway lists tƘŜ ŦƻƭƭƻǿƛƴƎ ǊŜǎŜǊǾŀǘƛƻƴΥ Ψ9ƭƛƎƛōƛƭƛǘȅ ŦƻǊ ǎǳōǎƛŘƛŜǎ Ƴŀȅ ōŜ ƭƛƳƛǘŜŘ ǘƻ ƧǳǊƛŘƛŎŀƭ 
ǇŜǊǎƻƴǎ ŜǎǘŀōƭƛǎƘŜŘ ƛƴ bƻǊǿŀȅΦ ¦ƴōƻǳƴŘ ŦƻǊ ǊŜǎŜŀǊŎƘ ŀƴŘ ŘŜǾŜƭƻǇƳŜƴǘ ǎǳōǎƛŘƛŜǎΩΣ ŀƴŘ ǘƘŜ ŦƻƭƭƻǿƛƴƎ 
ǊŜǎŜǊǾŀǘƛƻƴ ƛƴ ǊŜƭŀǘƛƻƴ ǘƻ ƳƻŘŜ пΥ Ψ{ǳōǎƛŘƛŜǎ ŀǾŀƛƭŀōƭŜ ǘƻ ƴŀǘǳǊŀƭ ǇŜǊǎƻƴǎ Ƴŀy be limited to 
bƻǊǿŜƎƛŀƴ ŎƛǘƛȊŜƴǎΩΦ /ƘƛƴŀΩǎ ǎŎƘŜŘǳƭŜ Ŏƻƴǘŀƛƴǎ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ƘƻǊƛȊƻƴǘŀƭ ǊŜǎŜǊǾŀǘƛƻƴ ŦƻǊ ƴŀǘƛƻƴŀƭ 
ǘǊŜŀǘƳŜƴǘ ŀƴŘ ƳƻŘŜ о ƻŦ ǎǳǇǇƭȅΥ ΨUnbound for all the existing subsidies to domestic services 
suppliers in the sectors of audio-visual, aviation ŀƴŘ ƳŜŘƛŎŀƭ ǎŜǊǾƛŎŜǎΦΩ /Ƙƛƴŀ Ƙŀǎ ǳƴŘŜǊǘŀƪŜƴ only 
limited commitments in relation to mode 4 of supply. We can thus observe that China has 
undertaken broader commitments than Norway in relation to modes 1 and 2, and that the 
commitments in relation to modes 3 and 4 are comparable. 

The green trade scenario assumes that both countries have some flexibility regarding the regulation 
of subsidies. With regard to subsidies for environmental purposes, it assumes that the possibility of 
raising cases against such subsidies as well as the application of countervailing measures will be 
limited. With regard to subsidies that act to support activities that are harmful to the environment, 
the scenario assumes that it will remain possible to raise cases against such subsidies, as well as to 
apply countervailing measures. Further, it assumes that the latter subsidies might be subject to 
consultation in order to discuss the possibility of eliminating such subsidies. 

General exception: The general exception included in GATS arǘΦ ·L± ǎǘŀǘŜǎΥ ΨSubject to the 
requirement that such measures are not applied in a manner which would constitute a means of 
arbitrary or unjustifiable discrimination between countries where like conditions prevail, or a 
disguised restriction on trade in services, nothing in this Agreement shall be construed to prevent the 
ŀŘƻǇǘƛƻƴ ƻǊ ŜƴŦƻǊŎŜƳŜƴǘ ōȅ ŀƴȅ aŜƳōŜǊ ƻŦ ƳŜŀǎǳǊŜǎΥ Χ ōΦ ƴŜŎŜǎǎŀǊȅ ǘƻ ǇǊƻǘŜŎǘ ƘǳƳŀƴΣ ŀƴƛƳŀƭ ƻǊ 
Ǉƭŀƴǘ ƭƛŦŜ ƻǊ ƘŜŀƭǘƘΩΦ ¢ƘŜ aŀǊǊŀƪŜǎƘ aƛƴƛǎǘŜǊƛŀƭ 5ŜŎƛǎƛƻƴ ƻƴ ¢ǊŀŘŜ ƛƴ {ŜǊǾƛŎŜǎ ŀƴŘ 9ƴǾƛǊƻƴƳŜƴǘ notes 
ǘƘŀǘ ΨǎƛƴŎŜ ƳŜŀǎǳǊŜǎ ƴŜŎŜǎǎŀǊȅ ǘƻ ǇǊƻǘŜŎǘ ǘƘŜ ŜƴǾƛǊƻƴƳŜƴǘ ǘȅǇƛŎŀƭƭȅ ƘŀǾŜ ŀǎ ǘƘŜƛǊ ƻōƧŜŎǘƛǾŜ ǘƘŜ 
protection of human, animal or plant life or health, it is not clear that there is a need to provide for 
more than is contained in paragraph (b) of ArticƭŜ ·L±ΩΦ Further: 

In order to determine whether any modification of Article XIV of the Agreement is required 
to take account of such measures, to request the Committee on Trade and Environment to 
examine and report, with recommendations if any, on the relationship between services 
trade and the environment including the issue of sustainable development. The Committee 
shall also examine the relevance of inter-governmental agreements on the environment and 
their relationship to the Agreement. 

There has been no agreement to proceed with reform of art. XIV on the basis of the reports provided 
by the Committee. While many states have specified these issues in the general exceptions contained 
in their bilateral FTAs, EFTA has not done so in any of the FTAs examined (see FTAs with Chile art. 44, 
Hong Kong art. 3.16, Korea art. 3.15, and Singapore art. 33), and the EFTA consolidated draft model 
provisions concerning the environment merely refer to GATS art. XIV. 

The Chinese FTAs follow a somewhat more nuanced approach. The FTA with Chile (art. 44) only 
refers to GATS art. XIV; the FTAs with Costa Rica (art. 159.2) and New Zealand (art. 200.2) state that 
the exceptions apply to environmental measures; and the FTA with Peru (art. 193.2) contains 
language that indicates a broad interpretation of the exception. 

We note that the general exception of GATT provides for more flexibility as regards environmental 
measures than does the general exception of GATS. We also note that only in exceptional disputes 
have measures been accepted as justified on the basis of the GATT general exception. The green 
trade scenario will be based on a general exception in relation to services that includes the same 
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flexibilities as those of the general exception of GATT, and that the general exceptions make it clear 
that they apply to measures to protect the environment. 

 

6.7 Investment 
The relevant environmental elements included in the draft Norwegian Model BIT are the following: 

- Identification of sustainable development as a basic objective (preamble). 
- Inclusion of the objective of making investment and environmental protection mutually 

supportive (preamble). 
- Specification of the relationship between national treatment and measures taken to protect 

the environment (footnote to art. [3]). 
- The right to take measures of financial security to remedy environmental damage under the 

provision on transfer (art. [9.3.ii(d)]). 
- A provision on not lowering environmental standards (art. [11]). 
- A provision on the right to regulate (art. [12]). 
- Measures to ensure that dispute settlement proceedings take appropriately into account 

environmental perspectives (the possibility of submitting amicus curiae briefs: art. [18.3] and 
transparency of proceedings: art. [19]). 

China has not included any comparable elements in its Model BIT, and has to our knowledge not 
developed any comparable provisions in the BITs that it has signed so far. The green trade scenario 
will include the provisions of the draft Norwegian Model BIT. 

In addition, the green trade scenario will consider how additional elements related to the 
environmental performance of investors can be integrated into the FTA. Such elements will be based 
on the OECD Guidelines for Multinational Enterprises as updated in 2011.68 The revised chapter on 
the environment contains the following elements (text reproduced in its entirety): 

Enterprises should, within the framework of laws, regulations and administrative practices in 
the countries in which they operate, and in consideration of relevant international 
agreements, principles, objectives, and standards, take due account of the need to protect 
the environment, public health and safety, and generally to conduct their activities in a 
manner contributing to the wider goal of sustainable development. In particular, enterprises 
should: 

1. Establish and maintain a system of environmental management appropriate to the 
enterprise, including: 

a) collection and evaluation of adequate and timely information regarding the 
environmental, health, and safety impacts of their activities; 

b) establishment of measurable objectives and, where appropriate, targets for 
improved environmental performance and resource utilisation, including periodically 
reviewing the continuing relevance of these objectives; where appropriate, targets 
should be consistent with relevant national policies and international environmental 
commitments; and  

c) regular monitoring and verification of progress toward environmental, health, and 
safety objectives or targets. 

2. Taking into account concerns about cost, business confidentiality, and the protection of 
intellectual property rights: 
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a) provide the public and workers with adequate, measureable and verifiable (where 
applicable) and timely information on the potential environment, health and safety 
impacts of the activities of the enterprise, which could include reporting on progress 
in improving environmental performance; and 

b) engage in adequate and timely communication and consultation with the 
communities directly affected by the environmental, health and safety policies of the 
enterprise and by their implementation. 

3. Assess, and address in decision-making, the foreseeable environmental, health, and safety-
related impacts associated with the processes, goods and services of the enterprise over 
their full life cycle with a view to avoiding or, when unavoidable, mitigating them. Where 
these proposed activities may have significant environmental, health, or safety impacts, and 
where they are subject to a decision of a competent authority, prepare an appropriate 
environmental impact assessment. 

4. Consistent with the scientific and technical understanding of the risks, where there are 
threats of serious damage to the environment, taking also into account human health and 
safety, not use the lack of full scientific certainty as a reason for postponing cost-effective 
measures to prevent or minimise such damage. 

5. Maintain contingency plans for preventing, mitigating, and controlling serious 
environmental and health damage from their operations, including accidents and 
emergencies; and mechanisms for immediate reporting to the competent authorities. 

6. Continually seek to improve corporate environmental performance, at the level of the 
enterprise and, where appropriate, of its supply chain, by encouraging such activities as: 

a) adoption of technologies and operating procedures in all parts of the enterprise 
that reflect standards concerning environmental performance in the best performing 
part of the enterprise; 

b) development and provision of products or services that have no undue 
environmental impacts; are safe in their intended use; reduce greenhouse gas (GHG) 
emissions; are efficient in their consumption of energy and natural resources; can be 
reused, recycled, or disposed of safely; 

c) promoting higher levels of awareness among customers of the environmental 
implications of using the products and services of the enterprise, including, by 
providing accurate information on their products (for example, on greenhouse gas 
emissions, biodiversity, resource efficiency, or other environmental issues); and 

d) exploring and assessing ways of improving the environmental performance of the 
enterprise over the longer term, for instance by developing strategies for emission 
reduction, efficient resource utilisation and recycling, substitution or reduction of use 
of toxic substances, or strategies on biodiversity. 

7. Provide adequate education and training to workers in environmental health and safety 
matters, including the handling of hazardous materials and the prevention of environmental 
accidents, as well as more general environmental management areas, such as environmental 
impact assessment procedures, public relations, and environmental technologies. 

8. Contribute to the development of environmentally meaningful and economically efficient 
public policy, for example, by means of partnerships or initiatives that will enhance 
environmental awareness and protection. 

In their comprehensive book on Chinese Investment Treaties, Gallagher and Shan (2009) have 
proposed a new Chinese model BIT which would include the following reference to the OECD 



Environmental implications of a Sino-Norwegian FTA 

Vista Analysis and Fridtjof Nansen Institute (FNI) 58 

DǳƛŘŜƭƛƴŜǎ όŀǘ ппрΣ ŀǊǘƛŎƭŜ моύΥ Ψ¢ƘŜ tŀǊǘƛŜǎ ŀƎǊŜŜ ǘƻ ŜƴŎƻǳǊŀƎŜ ƛƴǾŜǎǘƻǊǎ ǘƻ ŎƻƴŘǳŎǘ ǘƘŜƛǊ ƛƴǾŜǎǘƳŜƴǘ 
activities in a socially responsible manner, by complying with the OECD Guidelines for Multinational 
9ƴǘŜǊǇǊƛǎŜǎ ŀƴŘ ǇŀǊǘƛŎƛǇŀǘƛƴƎ ƛƴ ǘƘŜ ¦ƴƛǘŜŘ bŀǘƛƻƴǎ Dƭƻōŀƭ /ƻƳǇŀŎǘΦΩ 

 

7. Scoping 
 

7.1 Introduction 
According to the mandate from the Norwegian Ministry of the Environment, this report is to assess 
the consequences of a future FTA between Norway and China for three elements: environmental 
policy, environmental regulation, and the physical environment. The assessment is limited to those 
parts of the FTA that are assumed to have the greatest impact on the three elements. In addition, the 
assessment shall result in proposals to mitigate negative and enhance the positive consequences for 
the environment and related policy and regulation. 

With the help of the Chinese research team, this report has sought to integrate, to some extent, 
effects in China as well as Norway. However, it is unavoidable that most of the focus is on effects in 
Norway as well as on measures to mitigate the negative and enhance positive effects relevant in a 
Norwegian context.   

Given the mandate to assess the regulatory and policy effects, on the one hand, and the physical 
effects, on the other hand, we have sought to strike a balance between case studies and general 
studies of potential regulatory and policy effects. Case studies are necessary for assessing the 
physical impacts. Case studies have been selected primarily on the basis of potential physical 
impacts. However, the usefulness of the case studies in relation to the assessment of regulatory and 
policy effects will also be taken into account. This chapter explains our choice of case studies. 

While regulatory and policy effects can be studied through case studies, such studies must be 
supplemented by generalized normative studies of regulatory and policy effects. For these 
generalized studies we take as our point of departure selected elements of the FTA, based on the 
free trade and green trade scenarios. In this chapter we explain our choice of elements to be 
subjected to closer scrutiny. 

The assessments in chapters 8 and 9 will be based on the two main scenarios elaborated above. We 
have found it appropriate to relate the scoping directly to those two scenarios. 

 

7.2 Free trade scenario 

Case studies 
Trade in goods: Our environmental assessment of the FTA focuses on two categories of goods: 
Norwegian salmon and Chinese clothing. 

The arguments for focusing on Norwegian salmon are as follows: 

¶ Export of fish is currently subject to a tariff of about 10% upon import to China. In addition, 
although countries will need to inspect fish due to health concerns, the trade in fish is by 
nature dependent on a speedy transit through customs.   

¶ The free trade agreements between Chile and China, and Peru and China specify that Chinese 
import tariffs are to be lowered from about 10% to zero in ten years, with five years specified 
for some varieties.  

¶ ΨCƛǎƘ ŀƴŘ ƳŀǊƛƴŜ ƭƛŦŜΩ ƛǎ ŎǳǊǊŜƴǘƭȅ ǘƘŜ ƭŀǊƎŜǎǘ ŜȄǇƻǊǘ ŎŀǘŜƎƻǊȅ ŦǊƻƳ bƻǊǿŀȅ ǘƻ /Ƙƛƴŀ, so 
improving the terms of trade for fish is likely to be important for Norwegian industry. 
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¶ The production of fish (catching and/or farming) is generally acknowledged to give rise to 
environmental concerns. Transport of fish, in particular fresh and chilled fish, involves 
additional concerns.  

The arguments for focusing on Chinese clothing are as follows: 

¶ Clothing is the only non-agricultural category of goods currently subject to a tariff (approx. 
10%) on import to Norway.  

¶ Clothing is the main export item from China to Norway, and has a considerable potential for 
expansion.  

¶ There are significant environmental concerns related to clothing and textile production, not 
least discharges to water, as well as greenhouse gas emissions during transport. 

Services: The environmental assessment will focus on one category of services: mining. The 
arguments for focusing on mining are the following: 

¶ The environmental consequences of mining are in general significant. 

¶ Norway has not yet undertaken commitments regarding mining-related services in the WTO. 

¶ Mining is a growing sector in Norway, and is subject to recently revised legislation that has 
been adopted with a view to promote search for and exploitation of mineral resources. 

¶ Mining is an industry that is of considerable interest to China and within which China has 
significant experience. China is likely to be interested in investing in the Norwegian mining 
industry. The two countries have strong and complementary competencies in these areas. 

¶ With global warming, possibilities for transporting minerals between Norway and China 
through the North-East Passage will improve considerably in the relatively near future. 

General studies  of regulatory and policy effects  
As the free trade scenario does not establish any major new general obligations regarding trade in 
goods or intellectual property rights beyond those applicable under the WTO, we will not undertake 

any assessment of regulatory and policy effects of these aspects of a Sino·Norwegian FTA. The 
environmental regulatory and policy assessment of the free trade scenario will thus focus on new 
commitments in the fields of services and investment. 

Services: The environmental assessment will focus on commitments regarding mode 4 of supply 
(presence of natural persons) for the following reasons: 

¶ Mode 4 of supply is of considerable interest to China, and Chinese enterprises have 
experience in the delivery of such services. 

¶ Norway has indicated some flexibility regarding new commitments for mode 4, in particular 
during the Doha Round. 

¶ Mode 4 of supply raises questions regarding the application and applicability of the exporting 
ŀƴŘ ƛƳǇƻǊǘƛƴƎ ŎƻǳƴǘǊƛŜǎΩ ǊǳƭŜǎ ŀƴŘ ǇƻƭƛŎƛŜǎΦ 

¶ In particular, this concerns the possibilities of the importing country to ensure high levels of 
environmental performance of services in a life-cycle perspective. 

Investment: The environmental assessment will focus on commitments regarding national treatment 
(NT) in combination with the access to investorςstate dispute settlement for the following reasons:  

¶ Whereas Chinese investments in Norway have as yet been limited, China is currently an 
important capital-exporting country. Given the complementarity of the Norwegian and 
Chinese economies, we assume that Chinese investments in Norway will increase. 

¶ Although Chinese investors have only exceptionally been involved in investorςstate disputes 
so far, China has been involved in several disputes in the WTO and is increasingly making use 
of international dispute settlement. We therefore assume that the Chinese authorities will 
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not have major reservations against Chinese investors making use of investorςstate dispute 
settlement options. 

¶ Case law in investment arbitration shows that national treatment is potentially an important 
legal basis for investors seeking to challenge environmental rules or policies.  

¶ The draft Norwegian Model BIT contains language further specifying the NT provision in 
relation to public health, safety and the environment. 

 

7.3 Green trade scenario 
Contrary to the free trade scenario · where we consider that regulatory and policy effects will be 
sector-specific rather than of a general nature, and that regulatory and policy effects have mainly 

already followed from relevant WTO obligations · in the green trade scenario, regulatory and policy 
effects have a more prominent position. We have therefore decided to assess the general regulatory 
and policy effects first, so that the subsequent case studies can build on and illustrate the general 
assessments of regulatory and policy effects.  

General studies of regulatory and policy effects  
Integration of general clauses on the environment: We distinguish four categories of general clauses 
on the environment to be further studied: preambular text, substantive provisions regarding 
objective and principles, substantive provisions that directly concern rights and duties, and 
procedural rules. We consider that such general clauses are relevant to the more specific rules on 
trade in goods (to a limited extent), trade in services (to a somewhat greater extent), and investment 
(to an important extent). We focus on these rules for the following reasons: 

¶ There is broad discussion of the extent to include such elements in the WTO and FTAs. 

¶ FTA negotiations can be used as a possibility of exploring and discussing such issues with 
trading partners in order to exchange views and further refine positions. 

¶ Some agreement on these issues has already been established within Norway and between 
Norway and its trading partners. 

¶ There is a general need to clarify the relationship between trade liberalization and other 
policy areas. 

Fast track for environmental goods and services: The environmental assessment will focus on 
ƳŜŎƘŀƴƛǎƳǎ ǘƻ ŜƴǎǳǊŜ ŦŀŎƛƭƛǘŀǘŜŘ ǘǊŀŘŜ ƛƴ ŜƴǾƛǊƻƴƳŜƴǘŀƭ ƎƻƻŘǎ ŀƴŘ ǎŜǊǾƛŎŜǎΣ ƛƴŎƭǳŘƛƴƎ ΨǘǊŀŘŜ 
faciliǘŀǘƛƻƴΩΣ ǊŜǎǘǊƛŎǘƛƻƴǎ ƻƴ ŎƻǳƴǘŜǊǾŀƛƭƛƴƎ ƳŜŀǎǳǊŜǎΣ ŀƴŘ ŜȄǘŜƴŘŜŘ ŎƻƳƳƛǘƳŜƴǘǎ ŦƻǊ ŜƴǾƛǊƻƴƳŜƴǘŀƭ 
services, for the following reasons:  

¶ Trade facilitation is among the topics on which countries have made significant progress 
during the Doha negotiations.69 

¶ Reduced risk of changes in border control requirements and procedures. 

¶ The effects of expanding concepts of environmental goods and services. 

¶ The possibility of undertaking additional commitments: the perspective of developed vs. 
developing countries; services vs. goods. 

¶ Tailoring the concepts to developing-country perspectives 

¶ Environmental goods and services as part of technology transfer ς the obligations to carry 
out technology transfers under MEAs. 

¶ Compatible with Sino·Norwegian environmental cooperation 
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Export controls of goods: The environmental assessment will focus on Chinese measures to control 
the export of goods for the following reasons:  

¶ This topic offers an important opportunity for promoting Chinese interest in the FTA. 

¶ The topic is controversial, and likely to become increasingly so, due to population increase.  

¶ Chinese arguments before the WTO panel have emphasized broader sustainable 
development objectives. 

¶ There have been and remain significant environmental problems related to raw materials 
production. 

Intellectual property rights (IPR): The environmental assessment will focus on how to approach IPR 
under the FTA for the following reasons:  

¶ Norway and China have had similar positions of as regards the interaction between IPR, 
patents in particular, and biodiversity issues. 

¶ The IPR issue has become stalled in WTO negotiations, and there is a need to move ahead in 
bilateral negotiations. 

¶ Chinese FTAs contain clauses that are of interest from a Norwegian perspective. 

Case studies  
To illustrate the general points set out in the section on regulatory and policy effects we discuss two 
case studies: clean energy, and CCS. These case studies integrate rules concerning goods, services 
and investment. The reasons for focusing on these cases are the following: 

¶ Clean energy and CCS are environmentally-friendly technologies that involve goods trade, 
services trade, investment and R&D. An investment may entail purchase of equipment 
(goods) with certain environmental characteristics. Based on the investment, R&D is 
performed in a pilot phase (in terms of adapting technology to a new environment and 
developing new technologies), and environmental services may be offered. Services are also 
essential in the construction phase. It is relevant to discuss how an FTA may serve to fast-
track and facilitate environmentally-friendly technologies here. 

¶ China is the largest hydroelectric producer in the world, and Norway is the largest in Europe.  
China is the ǿƻǊƭŘΩǎ largest wind-power producer (in terms of installed capacity), and Norway 
has considerable wind-power resources. Hence there is a potential for further trade, 
investment and R&D in the area of clean energy.   

¶ Norway has an ambitious programme for developing pilot CCS technology. China has 
indicated an interest in experimenting with CCS on coal-fired power plants and industrial 
facilities. Hence there is a potential for further trade and investment in the area of CCS. 

 

8. Environmental impacts of the free trade scenario 
In this chapter we examine the environmental impacts of the free trade scenario. After some 
remarks on the literature and the Ψpollution havenΩ and Ψrace to the bottomΩ hypotheses we discuss 
possible environmental impacts on fish farming in Norway if consumption of Norwegian fish 
increases in China. This is followed by a discussion of the environmental impacts of greater textile 
production in China, and then of increased liberalization of mining services. Finally we discuss policy 
and regulatory impacts.   

уΦм ¢ƘŜ ΨǇƻƭƭǳǘƛƻƴ ƘŀǾŜƴΩ ŀƴŘ ΨǊŀŎŜ ǘƻ ǘƘŜ ōƻǘǘƻƳΩ ƘȅǇƻǘƘŜǎŜǎ 
The environmental impacts of free trade have attracted massive interest from civil society and the 
research community. According to tƘŜ ΨǇƻƭƭǳǘƛƻƴ ƘŀǾŜƴ ƘȅǇƻǘƘŜǎƛǎΩ, international investors and 
businesses set up polluting factories in countries with weak environmental legislation and/or 
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enforcement, and then export the goods back to the rich world. A search of the phrase Ψpollution 
haven hypothesisΩ on Google Scholar November 7, 2011 returned 1810 hits.  

The empirical literature on Ψpollution havensΩ has, however, failed to find significant effects. A key 
reference in the field, by Norwegian professor Gunnar Eskeland with Ann Harrison (2003), concludes: 
Ψ!ƭǘƘƻǳƎƘ ǿŜ ŦƛƴŘ ǎƻƳŜ ŜǾƛŘŜƴŎŜ ǘƘŀǘ ŦƻǊŜƛƎƴ ƛƴǾŜǎǘƻǊǎ ƭƻŎŀǘŜ ƛƴ ǎŜŎǘƻǊǎ ǿƛǘƘ ƘƛƎƘ ƭŜǾŜƭǎ of air 
pollution, the evidence is weak at best. We then examine whether foreign firms pollute less than 
their peers. We find that foreign plants are significantly more energy efficient and use cleaner types 
ƻŦ ŜƴŜǊƎȅΦΩ ¢ƘŜ ŦƛƴŘƛƴƎ ǘƘŀǘ ŦƻǊŜƛƎƴ Ǉƭŀƴǘǎ ŀǊŜ more energy efficient has been explained by the fact 
that the constituency of foreign firms is foreign. In Ψ¢ƘŜ ŎŀǎŜ ƻŦ ǘƘŜ ƳƛǎǎƛƴƎ Ǉƻƭƭǳǘƛƻƴ ƘŀǾŜƴ 
ƘȅǇƻǘƘŜǎƛǎΩ όaƛƭƭƛƳŜǘ ŀƴŘ [ƛǎǘΣ нллпύ, the authors ǿǊƛǘŜ ǘƘŀǘ ΨǿƘƛƭŜ ƴŜƻŎƭŀǎǎƛŎŀƭ ǘƘŜƻǊȅ ŀƴŘ 
conventional wisdom both surmise that local economies will suffer deleterious effects from stricter 
ŜƴǾƛǊƻƴƳŜƴǘŀƭ ǊŜƎǳƭŀǘƛƻƴǎΣ ŜƳǇƛǊƛŎŀƭ ǎǘǳŘƛŜǎ ƘŀǾŜ ƭŀǊƎŜƭȅ ŦŀƛƭŜŘ ǘƻ ǾŀƭƛŘŀǘŜ ǎǳŎƘ ŎƭŀƛƳǎΦΩ YŜŀǊǎƭŜȅ ŀƴŘ 
Riddel (2010) conclude: ΨǿŜ ŜǎǘƛƳŀǘŜ 9Y/ǎ ŦƻǊ ǎŜǾŜƴ ƻŦǘ-studied pollutants and find little evidence 
ǘƘŀǘ Ǉƻƭƭǳǘƛƻƴ ƘŀǾŜƴǎ Ǉŀȅ ŀ ǎƛƎƴƛŦƛŎŀƴǘ ǊƻƭŜ ƛƴ ǎƘŀǇƛƴƎ ǘƘŜ 9Y/Ω ό9Y/Ґ9ƴǾƛǊƻƴƳŜƴǘŀƭ YǳȊƴŜǘǎ ŎǳǊǾŜύΦ 
MacDermott (2009) is more sympathetic to the pollution haven hypothesis, and concludes: ΨǳǎŜ ƻŦ 
pollution emissions as a proxy for environmental stringency shows evidence in support of the 
pollution-ƘŀǾŜƴ ƘȅǇƻǘƘŜǎƛǎΩΦ This paper was published in a little-known journal, however.  

Some papers focus specifically on Chinese environmental impacts from trade liberalization (Vennemo 
et al., 2008; He, 2006; Shen, 2008). These contributions find small impacts: emissions and discharges 
of some compounds fall, and they rise for others. One explanation can be that these papers tend to 
see trade liberalization as an issue of shifting production, and not (merely) increased production.  

In a series of important papers, Glen Peters of Cicero and co-authors have focused on the factor 
content of trade: to what extent international trade embodies, e.g., CO2. They conclude that 
international trade does indeed entail significant amounts of CO2, with developing countries 
exporting CO2 and the developed countries importing it (see Peters et al., 2011). These papers could 
be taken to support the pollution haven hypothesis. One difference between the contributions of 
Peters et al. and the others is that the latter discuss the impacts of either trade liberalization or 

stricter environmental regulation · they focus on the impacts of a change in the regulatory 
environment. By contrast, Peters et al. focus on the situation as it is and could perhaps be said to 
have autarky as the implicit alternative. Moreover, in ǘƻŘŀȅΩǎ situation, trade is imbalanced. It may 
be that the impacts of a change in e.g., tariffs and non-tariff barriers such as those of an FTA are fairly 
small, especially if one considers balanced trade changes, but that the imbalanced basis or reference 
involves large movements in e.g., CO2. At this point that must remain a hypothesis, however. More 
research is needed to reconcile the seemingly small impacts on the margin and the seemingly large 
impacts in total.  

How relevant is the pollution haven hypothesis for a Sino·Norwegian FTA? We find no obvious 
candidates for moving production from Norway to China in the interest of exporting to Norway. Also, 
as seen in previous chapters, the tariffs and barriers to exports from China to Norway are few even 
before the FTA. In addition, investor rights are fairly well protected. More study is needed of the 
impacts of removing remaining tariffs and barriers, e.g., on textiles; and on securing investor rights. 
We will look into this below, but one probably should not expect too much from the impacts.   

¢ƘŜ ǘŜǊƳ ΨǊŀŎŜ ǘƻ ǘƘŜ ōƻǘǘƻƳΩ ƛǎ ǳǎŜŘ ǘƻ ŘŜǎŎǊƛōŜ ŎƻƳǇŜǘƛǘƛƻƴ ǘƻ ǊŜƭŀȄ ŜƴǾƛǊƻƴƳŜƴǘŀƭ ǎǘŀƴŘŀǊŘǎΣ ƻǊΣ 
less gravelyΣ ŀ ΨǊŜƎǳƭŀǘƻǊȅ ŎƘƛƭƭΩΣ ƛΦŜΦ ǘƘŜ ŀǾƻƛŘŀƴŎŜ ƻŦ ƴŜǿ ƻǊ ǎǘǊƛŎǘŜǊ ŜƴǾƛǊƻƴƳŜƴǘŀƭ ǊŜǉǳƛǊŜƳŜƴǘǎΦ 
Such a ΨraceΩ may develop in response to relocation to pollution havens. However,  given that the 
pollution haven hypothesis enjoys limited empirical support, the threat of a race to the bottom may 
also be limited.  

The race to the bottom hypothesis has been studied, e.g., in the context of the NAFTA (North 
American Free Trade Agreement) agreement between Canada, Mexico and the USA (CEC 2006).  In 
the case of US environmental policies, supporting evidence was not found. The CEC assessment 
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emphasizes the need for offsetting policy interventions to reduce the risk of a race to the bottom. 
The assessment discusses how Canada entertained doubts about its commitment to the Kyoto 
Protocol, fearing it would be at a disadvantage compared to the USA, which has not ratified the 
Protocol. 

The CEC Impact Assessment found that the institutions created by and legal measures enforced 
through NAFTA facilitated better environmental performance. Mexican businesses exporting to the 
other NAFTA countries implemented more environmental management actions ς the so-called ΨpullΩ 
effect. The USA ƛǎ aŜȄƛŎƻΩǎ ƭŀǊƎŜǎǘ ǘǊŀŘƛƴƎ ǇŀǊǘƴŜǊ, so it ƛǎ ƴƻǘ ǳƴƴŀǘǳǊŀƭ ǘƘŀǘ ¦{ ŎƻƴǎǳƳŜǊǎΩ ƻǇƛƴƛƻƴ 
of Mexican goods and services should affect Mexican export businesses. 

In terms of the Sino·Norwegian FTA, we find it far-fetched that traditional environmental regulation 
in Norway would be relaxed because of competition with China. The one area where competition 
with China is an issue is CO2 regulation, including levies and quotas. In recent years Norwegian 
industry has argued that strict CO2 regulation of firms would lead to ΨleakageΩ out of Norway and into 
the USA, China and other countries with lax CO2 regulation. This argument has convinced the 
Norwegian authorities to grant certain exceptions and support to industry.  

 

8.2 Case study 1 ς Export of fish from Norway to China  

General 
As concluded in the chapter on scoping, ΨŦƛǎƘΩ ƛǎ ŀƴ ŜƴǾƛǊƻƴƳŜƴǘŀƭƭȅ ƛƳǇƻǊǘŀƴǘ ŎŀǘŜƎƻǊȅ ƻŦ ŜȄǇƻǊǘ 
from Norway that is likely to be stimulated by a free trade agreement between Norway and China. In 
2011 the production of farmed salmon was capped because of the problem of salmon lice (see 
below). If this cap continues, an FTA will of course have only small impacts on Norwegian fish 
farming. The situation is to be reassessed in 2012. Here we assume that by the time the impacts of 

Sino·Norwegian FTA are in full play, perhaps ten years from now, the cap on production will have 
been lifted.    

²ƘƛƭŜ ŦŀǊƳŜŘ ǎŀƭƳƻƴ ƛƴ ƎŜƴŜǊŀƭ ƛǎ ŀ ōƛƎ ŜȄǇƻǊǘ ƛǘŜƳ ŦƻǊ bƻǊǿŀȅ ǿƛǘƘƛƴ ǘƘŜ ŎŀǘŜƎƻǊȅ ΨŦƛǎƘ ŀƴŘ ƳŀǊƛƴŜ 
ƭƛŦŜΩΣ ǘƘƛǎ ƛǎ ƴƻǘ the case when it comes to export to China (Table 8.1). Salmon contributes up 22% of 
the export value fish to China, but stands for more than 50% of export value of fish in general. Hence 
there seems to be a potential for expanding the export of farmed salmon to China. In the following 
we focus our analysis on the export of farmed salmon to China. Where necessary we distinguish 
between fresh and chilled salmon on the one hand, and frozen salmon on the other.   

Table 8.1 Export of fish from Norway to China, and No rway to the world , NOK million  

Item Export to China Export in total 

Farmed salmon with head: fresh and 
chilled 

400 23,200 

Farmed salmon, frozen 80 1600 

Frozen cod 1000 9800 

Frozen mackerel etc. 650 

Total 2200 43,000 [2009 data] 

Note: 2010 data; source: Statistics Norway. 

The life -cycle of farmed salmon  
Before ending up on Chinese dinner tables, a salmon has undergone several stages in its life-cycle, 
each involving environmental challenges in some form. Table 8.2 indicates the stages in the life-cycle 
of salmon. We also note how the weight decreases from 2.8 kg industrial fish feed to 1 kg gutted 
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salmon with head, which is the main export item to China. The rest of this section explains these 
matters further. 

Table 8.2 Stages of the salmon life-cycle 

Stage Weight, kg. Environmental concerns 

Amount of industrial fish required 2.78 Over-exploitation of wild fish 
stocks 

Amount of feed required 1.37  Discharge of nutrients  

Live salmon required for 1 kg of gutted 
salmon with head 

1.25 Escapees and genetic 
alteration of wild salmon 

Fish lice 

Salmon ready for slaughter 1.19  

Gutted salmon with head  1.00 Transport emissions 

  

Environmental concerns related to production and export of farmed 
salmon  

The Institute of Marine Research in Norway has recently carried out an environmental risk 
assessment of salmon fish farming in Norway (Havforskningsinstituttet, 2010). It concludes that the 
two most important environmental risks of salmon farming are the risk of (more) wild fish being 
infected by salmon lice, and genetic alteration of the local stocks of wild salmon due to interbreeding 
with escaped farmed fish. The assessment also considers the discharge of nutrients and organic 
material, but considers this a comparatively minor problem. 

In their opinion provided to the public hearing of the methodology report from this project, Friends 
of the Earth Norway emphasizes as an additional important environmental issue the overexploitation 
of wild fish as sources of fish feed. In some contrast to the Institute of Marine Research, Friends of 
the Earth is of the opinion that discharge of nutrients and organic material currently represents 
another important environmental risk.  

Chilled and fresh fish from Norway to China will have to be transported by air, which is likely to entail 
high greenhouse gas emissions. The process of farming, including the effort of catching the feed, also 
leads to GHG emissions. Hence there are at least four environmental and resource impacts of fish 
farming and export that should be examined: 

¶ Infectious salmon lice (including impacts of antibiotics to combat the problem) 

¶ Escapee farmed salmon and risk of interbreeding with wild fish 

¶ Overexploitation of wild fish used as fish feed 

¶ Greenhouse gas emissions 

Some would also include discharge of nutrients in such a list. Unfortunately we lack data in that in 
this research. 

Methodology  
In accordance with our report on methodology (Fauchald and Vennemo, 2011) we pursue the 
analysis of environmental impacts of farmed salmon by means of a mixed partial equilibrium and life-
cycle analysis. That is, we employ partial equilibrium methods to discuss the possible impacts of an 
FTA on the export volumes of salmon. We employ life-cycle analysis to discuss the environmental 
impacts of greater export of salmon. Finally we employ economic general equilibrium reasoning to 
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discuss the impacts induced by substitution effects, e.g., when Norwegian salmon substitutes for 
meat or for Chilean salmon in China. 

Possible impact on the value of exported Norwegian salmon  
In this work we assume that a free trade agreement between China and Norway would reduce the 
import tariff in China from about 10%, to zero. The reduction is likely to take place over a period of 
some years, perhaps ten years. We ignore the time-lag here.  

In addition to the tariff decrease, a free trade agreement might reduce other forms of regulation 
during customs that could lower the generalized cost of trade. To illustrate we suggest a decrease of 
five percentage points. All in all, it may be possible for the terms of trade for Norwegian salmon 
exported to China to improve by 15%.    

bƻǊǿŀȅΩǎ Ŏurrent export of salmon to China stands at about NOK 500 million (see Table 8.1). For 
comparison, export to Japan is about 700 million. Japan is a wealthier country than China, but it is 
also much smaller in population, with a GDP slightly less than that of China. 

Both the comparison with general exports above and comparison with Japan indicate a potential for 
significantly increasing the export of salmon to China. However, it would be erroneous to attribute 
the full difference between Japan and China to the import tariff and other barriers in China. 

To distil the impact of reductions in tariffs and other barriers, economists use the concept of price 
elasticity. This indicates by what percentage the consumption of a good increases when its price 
decreases by 1%. A dividing line is drawn at a price elasticity of minus one. It is in fact more common 
to work in terms of the absolute value of the price elasticity. A price elasticity of one in absolute 
value means that consumption of a good increases by 1% when its price falls by 1%. This then implies 
that the amount of money devoted to the good is the same before and after a change in price. 

Goods with a price elasticity lower than one in absolute value are called Ψnecessary goodsΩ in 
economics. With necessary goods, the amount of money devoted to the good increases when its 

price increases · so a necessary good takes up a larger share of the budget when its price increases. 
Goods with a price elasticity higher than one in absolute value have the opposite property, and the 
budget devoted to such a good falls when its price rises. Such goods are termed Ψluxury goodsΨ. 

There may in fact be several explanations why a good has a price elasticity higher than one in 
ŀōǎƻƭǳǘŜ ǾŀƭǳŜΦ hƴŜ ƛǎ ǘƘŜ ƭǳȄǳǊȅ ŜȄǇƭŀƴŀǘƛƻƴΤ ǘƘƛǎ ƛǎ ŀ ƎƻƻŘ ȅƻǳ ŘƻƴΩǘ ǊŜŀƭƭȅ ƴŜŜŘ ŀƴŘ ȅƻǳ ŀǊŜ ǿƛƭƭƛƴƎ 
to sacrifice if it becomes more expensive. Or, perhaps there exist close substitutes for the good. Then 
it can make sense to switch over to the substitute if the price of the original good increases.  

Our conjecture is that the case of Norwegian salmon in China satisfies both conditions for having a 
price elasticity higher than one. For one thing it is still a luxury good that is sold to the upper middle 
class in China, to restaurants, sushi bars, etc. This characteristic calls for a fairly high price elasticity. 

Secondly, there are good substitutes available · Chilean salmon, quality meat, etc. This characteristic 
also calls for a fairly high price elasticity. 

In this work we suggest a price elasticity of 1.5 in absolute value to characterize Norwegian salmon in 
the Chinese market. A price elasticity of 1.5 is common for a typical luxury good. Combined with the 
assumption of 15% reduction in price and on the basis of NOK 500 million in export value, the 
estimated rise in export is calculated to NOK 125 million.  

An increase of NOK 125 million brings total exports to 625 million, which is lower than current sales 
to Japan, but significantly closer to current sales to Japan than today. Remaining differences could be 
due to cultural factors, etc. 

If over time the quantity sold to China increases in the baseline scenario, a given percentage increase 
will imply a corresponding increase in the quantity of additional sales. We have not ventured into a 
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discussion of this effect. This omission makes our estimate more conservative than it would 
otherwise have been. 

Possible impact on the quantity of exported Norwegian salmon  
A characteristic of life-cycle analysis is that the environmental characteristics of salmon are 
calculated per kg of fish. In order to bring this physical information into line with the value-based 
information of the trade statistics, we need to know the price of fish. The price is our conversion 
factor between the two sets of statistics. According to information from seafood.no the average 
export price for fresh or chilled salmon exported to China was NOK 31.30/kg. in 2010. The average 
for frozen salmon was slightly lower (NOK 29.40). Since most salmon is exported fresh and chilled, 
we use the rounded figure for fresh or chilled salmon: NOK 31.00 per kg.70  

Dividing NOK 125 million by 31 we obtain 4.032 million kg. 4.032 million kg equals 4032 tons. Hence 
this price suggests that as a consequence of an FTA, 4000 tons of salmon would be sold to China in 
addition to the quantity currently sold. As indicated, fish sold to China is mostly Ψgutted with headΩ, 
not filleted.  

Possible impact on the quantity of live salmon  
Having estimated the value and quantity of additional exported salmon, we now turn to the life-cycle 
study of environmental impacts. Recall that we focus on the environmental impacts described above. 
Except for CO2, all of these impacts originate in the farming process. To calculate their magnitude we 
first need to estimate the quantity of live salmon required for each ton of salmon sold to China. 

Our analysis indicates that 1.25 tons of live salmon are required to produce one ton of whole and 
gutted salmon for sale (Table 8.2 above).  First, a considerable number of fish die, and some escape. 
We calculate that dead and escaped fish contribute 5% by weight.71 Escapees are the source of a 
significant environmental problem, see below. Second, a salmon is gutted before being ready for 
sale.72   

As this reasoning makes clear, 4000 tons of exported salmon corresponds to a much larger quantity 
of salmon that is fed and reared. We calculate that to export 4000 tons of salmon, 5500 tons of living 
fish are required. Losses during farming are included in this figure. Losses during transport are not 
included, but according to industry sources these are very low.    

                                                           
70

 The trade statistics of Statistics Norway suggest a slightly higher price of NOK 41 /kg (export in value and 

quantity of HS03021201 Farmed salmon with head, fresh or chilled.) The effect of assuming a higher price is to 

assume a lower quantity and lower environmental impact. If the price is 41 instead of 31 the quantity is 3000 

tons instead of 4000 tons (4 x 3 equals 3 x 4) and all environmental impacts are scaled down by a factor of 3:4.  
71

 This figure is based on information from Statistics Norway on the weight of fish production (930,000 tons) 

and information from the Directorate of Fishery in Norway on the number of lost fish during production (44 

million). Finally the report Effektiv og bærekraftig arealbruk i havbruksnæringen ï areal til begjær (available at 

regjeringen.no) states in section 7.7 that óit is realistic to assume that the average size of the lost fish is about 1 

kg.ô With this we have the weight of lost fish, which can be compared with the weight of produced fish, and the 

figure of 5% is obtained. 
72 The source of information on the percentage weight lost during gutting is www.skretting.no. In the document 

óformler og beregningerô it is stated (p. 4): óthere is no absolute industry standard for how these units of weight 

are relative to each other, but it is common to use these rates of conversion: Round weight = 93% of live weight; 

gutted weight = 84% of live weight.ô We use 84% as our estimate. 

http://www.skretting.no/
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Escapees and the risk of interbreeding  
The fact that some farmed salmon escapes and go on to interbreed with wild salmon is of major 
environmental concern. Figure 8.1 indicates that the amount of farmed fish in Norwegian rivers 
exceeds by far what is deemed the sustainable level.73 

Figure 8.1 Amount of farmed salmon in Norwegian waterways  

 

Source: Authors 

Against this background it is relevant to estimate the number of salmon that would be introduced 

into Norwegian waterways as a consequence of a Sino·Norwegian FTA.  Starting off from our key 
figure of 4000 tons additional export and 5500 tons additional live salmon, it is possible to estimate 
the number of escapees.  

Here we assume that the percentage share that escapes from ΨourΩ 5500 tons equals the percentage 
that currently escapes. This methodology is likely to overestimate the future figure somewhat. The 
number of escapees has dropped dramatically in recent years, from an estimated 700,000 individuals 
in 2005 and 900,000 in 2006, to 255,000 individuals in 2010.74 Meanwhile production has risen.  

On the other hand the year-to-year variation in the number of escapees may be incidental, and we 
would not be comfortable applying a trend reduction to the percentage share of escapees. Similarly, 
we do not apply a trend to future production increases from the FTA as compared to the baseline.  

A total of 930,000 tons of salmon was produced in 2010. If the 255,000 escapees are spread evenly in 
this total, the question becomes: how many escapees there will be if the quantity is 5500 tons?  

The answer is 1510 escapees.  

Not all the escaped fish will reach a river and get the chance to mix with wild fish. Comparing 
historical escapes with the numbers found in waterways, we estimate that an escapee has a 21% 
chance of reaching a river. With this information, we are able to estimate the annual number that 
actually reach the rivers: 315 individuals. 

                                                           
73

 The sustainable level is estimated to be 5% of the stock of wild fish, i.e. the spawning stock of wild fish is able 

to accommodate 5% wild fish in the water.  
74

 These numbers do not correspond to figure 8.1. There, the indicator is ófish in waterwaysô, not óescaped fishô. 

Only one in five escaped fish actually reaches the waterway, see text below.   
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A total of 315 additional individuals may seem a small price to pay for increasing Norwegian salmon 
exports to China. On the other hand some would advocate zero tolerance towards this problem.  

We repeat the assumptions behind the estimate of 315 additional individuals each year: 

¶ The number of escapees is 255,000 

¶ Escapees are spread evenly among the 930,000 tons of produced live fish 

¶ Escaped fish in a river live for one year (and 21% of escapees reach a river)  
 

Of course, in the case of an FTA between China and Norway, the actual number of escapees reaching 
a river is likely to deviate from the estimate here. The actual number will depend on the location of 
the fish farms that produce the additional fish, the precautions taken in these farms, accidents and 
chance events such as bad weather, etc. As noted, current trends indicate fewer escapees.  

The assumption that 21% of escapees reach a river is also based on averaging. In practice the rate 
will depend on which river, which farm location, etc. Besides, the figures for the number of escapees 
and the number in rivers are uncertain estimates. On the other hand, even a 100% chance of 
reaching a river would imply only 1510 individuals, so the uncertainty in the figure of 21% may be 
low compared to the total.    

Salmon lice  
The problem of sea lice has become a major environmental and health concern in Norwegian salmon 
farming. Lice are a burden on wild fish in the farming areas and young wild fish going out to sea, and 

of course to the farmed fish. It is estimated that 4·5 lice per fish are enough to kill smolt and 9·11 
prove fatal to a young salmon. 

Although the amount of lice varies in the course of a the year and from year to year, it is estimated 

that the current population of sea lice in Norway numbers 400 million individuals · which is eight 
times higher than the sustainable level of 50 million.  

In order to reduce the number of sea lice, large amounts of antibiotics have been applied over the 
last couple of years (figure 8.2). The long term impact of this application is not clear.   

Figure 8.2 Sold amount of drugs to prevent sea lice  

 

On this background it is relevant to estimate the number of additional lice that would be given 

breeding room if salmon production increases as a result of a Sino·Norwegian FTA. The average 
stock of lice, 400 million, may be compared to the average stock of live salmon in 2010, 355 million 
individuals. To obtain a rough indicator of lice per salmon we divide the two, and estimate that each 
salmon carries 1.125 lice. (In reality the number of lice per fish varies, as indicated; see figure 8.3.) 
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Current regulations require fish-farmers to initiate Ψde-lousingΩ programmes if the number of female 
lice per fish exceeds 0.5. 

Figure 8.3 Development of sea lice  per fish in recent years   

 

Source: Lusedata.no 

Recall that 5500 tons of live fish is needed for 4000 tons of gutted salmon with head. Given the 
average weight of fish at slaughter before gutting (5 kg) an additional 1.1 million fish will be farmed. 
Assuming this fish have no fewer and no more lice than the average, the number of additional lice 
induced by the FTA becomes 1.4 million.  

Now, 1.4 million lice may seem low when compared to the 400-odd million lice in existence, but it 
would certainly add to the difficulty of reducing the total number of lice to 50 million. As in the case 
of escapees, some advocate zero tolerance towards salmon lice.  

We repeat the assumptions behind our estimate of 1.4 million additional sea lice: 

¶ 1.25 sea lice per fish 

¶ Five kg slaughter weight of fish exported to China (1.1 million fish) 
 

However, as noted above, the number of lice varies significantly from season to season and from 
year to year. For this and other reasons, the figure of 1.25 per fish is uncertain. If the actual number 
is twice that high and the number of farmed fish for China is 1.1 million as we have argued, then the 
additional number of lice becomes 2.8 million. Even this is small compared to the 400 million in 
existence, but if true it adds further to the difficulty of achieving a total of 50 million. 

Salmon feed 
We now turn to additional demand for feed that follows from the increase in fish rearing to cater for 
markets in China. Farmed salmon are fed a mix of fish oil, fish flour and plant-based feed. Over time 
the share of plant-based feed has increased, but it seems doubtful that this trend can continue 
forever. One kg of industrial fish will yield both fish oil and fish flour, but it is fish oil that is the 
limiting factor. Any leftover fish flour may be used to feed other fish, as well as poultry.  

The industrial fish that go into the production of fish feed come from many sources. The contribution 
from each source changes over time, but in 2010, 28% came from sprat, 26% herring and 15% 
anchoveta, see figure 8.4. According to the FAO, sprat, herring and Pacific anchoveta are Ψfully 
exploitedΩ at present. Blue whiting, which gives 1% of the fish feed, is considered overexploited.  
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Figure 8.4 Industrial fish in salmon feed 2010  

 

 

To calculate the additional strain on industrial fish resources from additional exports to China we first 
consider how much feed is required to produce a ton of live fish. This entity is known as the FCR 
ratio. We set it to 1.1,75 Hence 6000 tons of feed is required to obtain 5500 tons of live salmon. Recall 
that 5500 tons of live salmon is the amount required to generate 4000 tons of exports to China. 

To generate one ton of fish oil and flour requires two tons of live industrial fish.76 Hence, 11,000 tons 
of live industrial fish are necessary to support 4000 tons of exports to China.  

We use the 2010 data to spread this amount on the various kinds of fish available; see Table 8.3.  

Table 8.3 Amount of industrial fish required for 4000 tons of Atlantic salmon , gutted 
with head  

Industrial fish in salmon feed 2010 % Tons 

Herring (Clupea harengus harengus) 26              2 899  

Anchoveta (Engraulis ringens) 15              1 677  

Sprat (Sprattus sprattus)  28              3 099  

Mackerel (Trachurus trachurus) 3                 378  

Tobis (Ammodytes sp.) 10              1 122  

Blue whiting (Micromesistius 
poutassou) 

 1                 122  

Capelin (Mallotus villosus)  2                 244  

                                                           
75

 This figure is collected from the home page of Skretting, www.skretting.no. Another large Norwegian 

producer, Lerøy, publishes a higher FCR ratio.  
76

 The figure is based on information from Skretting, www.skretting.no. Skretting states that 14.7% of fish feed 

is fish oil, and that 12.5 kg fish yield 1 kg fish oil.  

http://www.skretting.no/
http://www.skretting.no/
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Norway pout (Trisopterus esmarkii) 1                 111  

Menhaden (Brevoortia patronus) 7                 800  

Pearlside (Argyripnus iridescens)  1                 133  

Unknown  5                 522  

Sum  101           11 106  

Source: Authors.  

Of this catch, it is the 120 tons of blue whiting that according to the FAO give the greatest reason for 
concern.  

We repeat our underlying assumptions: 

¶ An FCR ratio of 1.1 

¶ 14.8% fish oil in fish feed, and 12.5 kg fish needed for 1 kg fish oil 

¶ Distribution of industrial fish as of 2010 
 

It is of course not given that the fish produced as a result of a Sino·Norwegian FTA will match exactly 
these requirements. The FCR ratio varies between producers, and producers are working to bring it 
down in order to save costs. The amount of fish oil in the feed may also decrease in the future. And 
most importantly, global fisheries may stop fishing blue whiting, without significant deterioration of 
the quality of fish feed. Should sprat and herring move from fully exploited to over-exploited, the 
environmental burden of the fish feed will be higher.   

Discharges: CO2  
A report by Sintef (2009) has recently analysed the impacts on CO2 emissions of producing and 
exporting salmon to China. As far as we can judge, the assumptions behind their analysis are quite 
similar to those we employ. These are assumptions as to the amount of live fish needed for a ton of 
gutted salmon with head, the amounts of feed and its composition as regards different stocks of 
industrial fish, and so on. 

However, it is the process of transport that generates by far the greatest CO2 emissions (see 
Table8.4). Fresh or chilled salmon require air freight, and according to the Sintef analysis one ton of 
fish generates almost 11 tons of CO2 emissions in the course of being flown from Norway to China.  
By contrast, transport by sea generates one ton of CO2.

77 Assembly of the feed also generates 
substantial CO2 emissions, almost three tons per one ton of fish for sale.  

Table 8.4 CO2 emissions (tons) per ton of salmon exported to China  

 Total  Feed 
production 

Aquaculture 
excl. feed 
production 

Processing Product 
transport 

Transport 
packaging 

Means of 
transport, and 
distance 

Salmon fresh 
gutted to 
China  

13.86 2.72 0.14 0.03 10.83 0.14 Airfreight 
Boeing 8380 
km 

Salmon 
frozen to 
Shanghai 

4.20 2.72 0.14   0.05 1.18 0.11 Large 
container ship 
19461 km 

                                                           
77

 The analysis assumes a distance of 19,461 km. The distance from Oslo to Shanghai through the Suez Canal is 

much less, 11,030 km. Hence emissions via sea transport are lower for ships that can use the Suez Canal.    
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Above we estimated that 4000 tons of additional salmon would be exported to China as a 
consequence of an FTA. About 80% of current exports to China are fresh and chilled salmon, whereas 
20% is frozen. These percentages are given in terms of value, but the export prices of fresh and 
frozen salmon are very similar.  

We apply the 80/20 division to the 4000 tons and estimate that 3250 tons are transported by air 
freight. This and the production involved generate 44,000 tons of additional CO2. The remaining 800 
tons are transported by sea. This and the production process involved generate 3350 tons of CO2. 
The total is 48,000 tons of additional CO2. Since most of this CO2 is generated during transport it 
constitutes a net addition CO2 emissions. That is, even if one considers moving production from one 
location to another (consumption unchanged) this CO2 is additional. However, if one is of the opinion 
that Norwegian salmon can substitute for, e.g., airborne Chilean salmon, the net impact on CO2 may 
in fact be a reduction. 

Substitutio n impacts in consumption  
Norwegian salmon likely to substitute for Scottish salmon, fine meat, and similar products. (Note the 
points made in Box 8.1.) This substitution will in general reduce the environmental impact of higher 
production of Norwegian salmon. Why? Because Scottish salmon production also has environmental 
issues, and may be flown over a similar distance as the Norwegian product. We may assume that fine 
meat, another possible alternative to Norwegian salmon, will also involve environmental issues, like 
discharges of organic material from manure and from the fertilizer used to produce feed; and from 
GHG emissions related to the same processes. For this project we have not properly in depth the 
environmental impacts of Scottish salmon, fine meat or other luxury food alternatives to Norwegian 
salmon. However, these conjectures illustrate a point made earlier: that once general equilibrium 
effects are taken into account, the environmental implications of free trade often diminish compared 
to their life-cycle counterparts. But it may also be the case that Norwegian salmon is used to 
substitute for something that is more environmentally-friendly, such as organically grown vegetables. 
To the extent that occurs, the impacts from the life-cycle analysis are valid in the broader analysis 
and may actually be reinforced by the removal of the health impacts of vegetables.  
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Box 8.1 An illustration of substitution in the case of salmon consumption in China  

 

Source: The Daily Telegraph, May 10, 2011 
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Summary  
Based on the combined partial equilibriumςlife-cycle analysis we have found the following average 
impacts of greater export of salmon from Norway to China resulting from an FTA: 

¶ 300 additional farmed fish reaching waterways 

¶ 1.4 million additional fish lice 

¶ 11,000 tons additional fish catch, of which 122 tons overexploited blue whiting 

¶ 48,000 tons additional CO2.  
 

In addition, discharges of nutrients may be a problem, but we have not delved into the empirical 
consequences in this research.  

The figures given in the bulleted text above are in a sense captured by the method used to derive 
them: They are average figures, they do not reflect the consequences of altered practice, nor do they 
consider substitution impacts in consumption and production. For instance, if Norwegian salmon 
exports as used as a substitute for Scottish salmon exports the global environmental impacts may be 
lower than the national problems for Norway. All the same, the life-cycle methodology we have used 
here is a state-of-the-art technique in environmental impact assessment, and within Norway the 
figures may provide a useful indication of the size of the potential environmental problem. 

  

8.3 Case study 2 ς Export of clothing from China to Norway78  
China is the largest cotton producer and the biggest producer and exporter of cotton textiles and 
ŀǇǇŀǊŜƭ ǇǊƻŘǳŎǘǎ ƛƴ ǘƘŜ ǿƻǊƭŘΦ CƻƭƭƻǿƛƴƎ /ƘƛƴŀΩǎ ŀŎŎŜǎǎ ǘƻ ²¢h ŀƴŘ ǘƘŜ ŜƭƛƳƛƴŀǘƛƻƴ ƻŦ ǘŀǊƛŦŦ-rate 
quotas on textiles, Chinese textile exports have expanded rapidly, stabilizing at a high level in recent 
years (table 8.5).  

Table 8.5 Chinese exports and imports of textiles and textile articles , USD billion  

 2007 2008 2009 

Exports 165.8 179.7 161.4 

Imports 25.4 25.0 21.8 

Source: China Statistical Yearbook 2009, 2010.  

Cotton textile is estimated to make up around one third of the value of products exported from 
China, i.e. USD 47 billion. The Chinese Association for Textile Industry has estimated that China 
produced 5.5 billion meters of cotton textile cloth in 2005. The cotton cloth industry occupies an 
important position in the national economy and provides the means of livelihood for around 4.5 
million Chinese. 

The general strength of Chinese textile export can be seen from the trade figures with Norway. 
Textiles and textile products represent the biggest category of export from China to Norway. The 
Feasibility Study notes that pullovers/cardigans, cotton sweaters and womenΩǎ cotton trousers are 
the most important textile articles exported.   

We have established in the free trade scenario that Norwegian import tariffs on textiles and textile 
products probably will be phased out. This is likely to increase the export of textiles and textile 
products, resulting in greater Chinese production and lower apparel costs for Norwegian consumers. 
Remaining Norwegian suppliers could be threatened, but it could perhaps also bring new 
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 Parts of this section are based on ECON: Environmental consequences of a Norwegian·Chinese Free Trade 

Agreement, ECON Report no. 2008-148. Unless otherwise noted, data are from this source.  



Environmental implications of a Sino-Norwegian FTA 

Vista Analysis and Fridtjof Nansen Institute (FNI) 75 

opportunities. The Norwegian textile industry has already basically shifted from producing the kind of 
low-cost apparel imported from China to high-value apparel sectors, and relaxed trade barriers could 
provide opportunities for greater two-way trade in textiles and apparel products. 

The cotton life -cycle 
Among the textile products exported from China to Norway, we use cotton cloth/clothing as an 
example of possible environmental impact. The life-cycle here consists of multiple elements with 
partly different environmental challenges. The elements are summarized in the 5 steps shown in 
Figure 8.5: 

Figure 8.5  Elements of the cotton production cycle  

 

 

Cotton production is the process of producing cotton from seeds to lint cotton in a season-long 
period. In the growing process, this production requires water, chemicals, electricity and machinery. 
Carbon dioxide, local air pollutants, ammonia and nitrogen can be released to air and water from the 
application of chemical fertilizers and pesticides. Generally speaking, Chinese agriculture consumes 
more fertilizer relative to production than in most other countries todayΦ Ψ/ƻǘǘƻƴ ŎƭƻǘƘŜǎΩ (or 
clothing) is the process of spinning and dying cotton to become items of clothing, usually with some 
chemical fibre mixed in. Electricity and water are consumed in the process; chemical wastes are 
discharged to water and GHGs and local pollutants to air. Transport from China to Norway requires 
consumes oil for shipping. The consumption process of cotton cloth/clothing in Norway consumes 
electricity and water, mainly during laundry. Finally, disposal of waste cotton cloth/clothing at the 
end of the life-cycle in Norway consumes energy during collection and preparation for incineration. 
Incineration in Norway produces commercial energy, but at the expense of emissions to air. 

Quantifying the increase in Chinese exports of cotton textiles  
Exports of textiles and textile products from China amounted to NOK 7.2 billion in 2010. Since the 
major textile products exported to Norway seem to be made of cotton, we assume here for simplicity 
that all Chinese textile export to Norway consists of cotton.  
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The average import tariff in Norway is 8.4%79 (see Fauchald and Vennemo, 2011). Applying a price 
elasticity of 0.5 we estimate that Chinese export to Norway increases 7.2*0.084*0.5= 0.300 billion 
NOK if tariffs are eliminated and reference quantities are as of 2010. 

Environmental life -cycle impacts of increased exports of tex tiles from 
China 

One problem in attempting to estimate the life-cycle environmental impacts of higher exports of 
cotton textiles from China to Norway is that available documentation on life-cycle impacts refers to 
the production of one (million) kg of textiles, whereas the trade statistics refer to the production of 
one (million) yuan of textiles. However, Norwegian trade statistics publish both quantity and value 
data. Summarizing the total quantities and values over HS-codes 61-67 (which contain the textile 
articles), we get an average price of NOK 132 /kg. As a cross-check we estimate the average price of 
the main import article, namely cotton pullovers/cardigans. The average price of these items is NOK 
124/kg, so we have decided to apply a price of NOK 130 /kg. This price is our conversion factor 
between value-based trade statistics and quantity-based life-cycle analysis. 

Using a factor of 130, the estimated  increase in value of NOK 300 million emerges as equivalent to a 
2.3 million kg increase in quantity, or 23,000 tons.  

Carbon footprint  
The carbon footprint of 1 kg of cotton cloth is given in Table 8.6; see ECON (2008) for the derivation: 

Table 8.6 The life -cycle carbon footprint  

Life-cycle Unit Kilo CO2-e/kilo Tonnes CO2-e from 23,000 tonnes 
textiles 

Cotton production in China 16.1 370,000 
Cotton clothing production in 
China 

2.8 64,000 

Transportation from China to 
Norway 

0.2 4,600 

Consumption in Norway 2.7 62,100 
Waste 0.0  
Sum  21.8 501,400 

 

According to this analysis, the increase in Chinese exports of textiles may lead to as much as half a 
million tons of additional GHG emissions. It is important to realize that this is a carbon footprint 
assuming no supply-side constraints or substitution in demand. The life-cycle impact indicated here is 
simply a mechanistic response to the increase in final demand for clothing. 

Almost all the rise in GHG emissions is estimated to occur during cotton production. Cotton 
production in China is carried out in many ways. In remote areas, some farmers still rely on 
traditional farming systems, using only small quantities of oil and electricity, and larger quantities of 
human and animal labour. In some other areas, such as the Northern Xinjiang Autonomous Region, a 
more energy-intensive farming system has developed.  

About one third of Chinese cotton production takes place in the Xinjiang Autonomous Region, with 
the remainder carried out in central and eastern part of China. Textile factories in coastal areas 
increasingly use imported cotton instead of domestically produced cotton in their production. Most 
often the cotton is imported from United States, the Commonwealth of Independent States 
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 MFN, average.  
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(Uzbekistan in particular), India and Pakistan and even from African countries. Hence, the figures in 
Table 8.6 represent an underlying diversity of production technologies and trade in cotton with other 
countries. Still, we get an indication of the relative magnitudes involved in textile production. 

Economic responses, reactions and rebound effects  
An increase in exports of some commodity, in this case textiles, and associated increased production 
of everything that goes into the production of this commodity, will rarely be the end state of the 
economic response. In ECON (2008) the relation between partial and full impacts of a Chinese 
increase in production of textiles is discussed. It is noted that the economy cannot use more labour 
or capital than is available. Nor can it run down (or up, for that matter) the current account. On this 
basis ECON (2008) follows the economic flows in a Computable General Equilibrium exercise:   

ΧǘƘŜ ƛƴƛǘƛŀƭ ƛƴŎǊŜŀǎŜ ƛƴ ŜȄǇƻǊǘǎ ǘƻ bƻǊǿŀȅ ƛǎ ŀōƻǳǘ прл Ƴƛƭƭƛƻƴ ¸ǳŀƴΣ ƻǊ пот Ƴƛƭƭƛƻƴ ǘƻ ōŜ 
precise80. However, the macroeconomic increase in all export of textile & apparel from China 
is 250 million Yuan. This is of course a much lower figure. In other words, export to other 
countries falls. The reason textile export to other countries falls is that the stimuli provided 
by increased import demand from Norway creates an upwards pressure on wages and 
income in (the textile sector of) China. The upward pressure is the result of increased 
competition for resources of production when additional demand from Norway is factored 
in. The pressure is of course extremely small, but all figures are small in this marginal exercise 
and the pressure on wages and income has a considerable relative impact. The 
macroeconomic consequence of the pressure on wages and income is to increase costs of 
production and reduce ordinary exports of textile & apparel. This is how the economy makes 
room in the current account for the export stimulus to Norway.  

The macroeconomic effect reduces exports of textiles & apparel from 437 million to 250 
million. By the time the increase has filtered through to total export of all goods and services 
the initial increase is capped considerably once more. The total increase in export is only 23 
million Yuan. The reason is that export from other sectors than textile & apparel reacts in a 
similar pattern to export of textile & apparel: This export falls back and modifies the initial 
export increase. 

To illustrate this point the table below (Table 8.7) is presented in ECON (2008). It distinguishes 
between the direct, embodied and economy-wide impacts of increasing exports of textiles and 
apparel from China to Norway. The direct impact is similar to the impact denoted Ψcotton clothing 
productionΩ in Table 8.6 above. It calculates impacts in the clothing production sector. The embodied 
impact equals the direct impact plus impacts further up the chain of production. The embodied 
impact equals the sum of clothing production and cotton production in Table 8.6 above. Both 
analyses find the embodied impact to be about ten times the direct impact.  

Perhaps the most interesting entry in Table 8.7 concerns the economy-wide impact. This includes the 
embodied impact, but it also includes other impacts in the economy. These impacts are negative 
(lower pollution) since other sectors contract in order to make room for greater export of textile and 
textile products. The economy-wide impact falls back to a magnitude that is lower than the initial, 
direct impact.  

One may say that the economy-wide impact shows a generalized rebound effect, collecting all the 
ŜŎƻƴƻƳȅΩǎ ǊŜǎǇƻƴǎŜǎ ǘƻ ǘƘŜ ƛƴƛǘƛŀƭ ŎƘŀƴƎŜΦ ¢ƘŜ ŘŜǘŀƛƭǎ ƻŦ ǘƘŜ ǊŜōƻǳƴŘ effect can always be discussed, 
but the general message from economy-wide analysis is that it is quite significant.  

All impacts discussed so far have been on the Chinese side. On the Norwegian side there is also a 
considerable rebound effect. Most of the Norwegian impact originates from the electricity used to 

                                                           
80

 Note that this figure is very similar to the 300 million we estimated above for the present report.  


















































































