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Executive Summary

The aggregate total value of Norway's 1998 retail tobacco sales products by Norwegian importers and producers
amounted to about 5,350 tons or more than 11.0 billion Norwegian kroner (US$ 1.45 billion). Of this total,
roughly 75 percent reflects of domestically imposed taxes. The composition of the total sales volume included
2,529 tons of cigarettes, 2,423 tons of roll- your-own (RYO), 360 tons of chewing tobacco & snuff and 45
tons of cigars. There has been a decrease in the consumption of all kind of tobacco products except cigars --
which remains almost unchanged. Internal taxes in Norway are higher than in other countries and continue to
increases every year. From January 1, 1998, additional increases we applied amounted to 11 % for cigarettes
and 19.6% for RYO. For 1999 anticipated increases amount to only about 3.5 percent for each group. The
border trade with Sweden and tax-free sales to Norwegian traveling abroad has put pressure on domestic
tobacco policies already under pressure by increased levels of smuggling. The latter could conceivably put
pressure on demands that tax reductions be introduced in 2000.

As of July 1, 1998, the largest Norwegian tobacco company, Tiedemanns, was merged with Denmark’s
Scandinavian Tobacco Company (“House of Prince”). However, the Norwegian company will operate as usual
and Norwegian owners will get a share of 17 percent in the Danish company. The merger reflects an association
between the two companies that dates back to 1975, when Tiedemanns commenced production of the cigarette
brand “Prince” on license in Norway. Prince has today a market share of about 55 percent in the Norwegian
market.
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PSD Table
Country: Norway
Commodity: Tobacco, Unmfg.

1997 1998 1999

Old New Old New Old New
Market Year Begin 01/1997 01/1998 01/1999

Area Planted 0 0 0 0
Beginning Stocks 3484 3484 3125 3125 0 3689
Farm Sales Weight Prod 0 0 0 0 0 0
Dry Weight Production 0 0 0 0 0 0
U.S. Leaf Imports 1744 1744 1850 1740 0 1800
Other Foreign Imports 4030 4030 3650 6664 0 6200
TOTAL Imports 5774 5774 5500 8404 0 8000
TOTAL SUPPLY 9258 9258 8625 11529 0 11689
Exports 569 569 600 932 0 900
Dom. Leaf Consumption 0 0 0 0 0 0
U.S. Leaf Dom. Consum. 1730 1730 1830 1800 0 1800
Other Foreign Consump. 3834 3834 3900 5108 0 5179
TOTAL Dom. Consumption 5564 5564 5730 6908 0 6979
TOTAL Disappearance 6133 6133 6330 7840 0 7879
Ending Stocks 3125 3125 2295 3689 0 3810
TOTAL DISTRIBUTION 9258 9258 8625 11529 0 11689
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General leaf tobacco

According to Statistics Norway, CY 1998 imports of leaf tobacco increased by some 45 percent from levels the
previous year. The latter exclusively reflects Norway’s imports of leaf tobacco from a variety of countries that is
being re-exported in the form of RYO (see below under “Smoking and Cut”). Leaf tobacco imports are being
sourced from a number of countries, which rather unexpectedly includes South Africa as the second largest
exporter to Norway after United States. Imports from the U.S. -- at 1,740 metric tons -- were almost unchanged
from 1997. Leaf tobacco imports solely devoted to domestic consumption requirements remain relatively stable
at an annual level of approximately 5,000 tons. The small export of leaf tobacco to occurs on Tiedemanns’
account and is destined for the production of RYO to the EU market from the company’s production facilities in
Germany. Leaf tobacco exports France are exclusively for treatment as homogenized sheets that are later
returned to Norway.

Trade matrix

Export Trade

Matrix

Country: Units: Metric tons
Commodity:

Time period: CY

Exports for 1997 1998
U.S. U.S.

Others Others

Germany 186

Denmark 35|Algeria 569
France 271|France 217
Total for Others 492 786
Others not listed 77 146
Grand Total 569 932
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Import Trade

Matrix

Country: Units: Metric Tons

Commodity:

Time period: CY

Imports for 1997 1998

U.S. 1,774|U.S. 1,740

Others Others

Brazil 939|Brazil 776

Denmark 291|Denmark 287

Zimbabwe 585|Zimbabwe 638

Sweden 295|Sweden 914
South-Africa 1,269
Greece 364
Italy 589
Malawi 544

Total for Others 2110 5381

Others not listed 1,890 1,283

Grand Total 5774 8404
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Tobacco, Mfg,Cigarettes

PSD Table
Country Norway
Commodity Tobacco, Mfg., Cigarettes (MIL PCS)

Revised 1997|Preliminary 1998| Forecast 1999

Old New Old New Old New
Market Year Begin 01/1997 01/1998 01/1999

Filter Production 1700 1700 1750 1624 0 1700
Non-Filter Production 75 75 70 70 0 65
TOTAL Production 1775 1775 1820 1694 0 1765
Imports 1021 1021 1000 917 0 1000
TOTAL SUPPLY 2796 2796 2820 2611 0 2765
Exports 25 25 20 36 0 50
Domestic Consumption 2771 2771 2800 2575 0 2715
TOTAL DISTRIBUTION 2796 2796 2820 2611 0 2765
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General Cigarettes

Few changes have occurred over several years in Norway’s annual domestic production of cigarettes and the
only producer, Tiedmanns, anticipates no change in the foreseeable future. The consumption of cigarettes in
Norway today accounts for about 50 percent of all domestic tobacco use. According to official figures, CY 1998
consumption of cigarettes decreased by about 9 percent from 1997 -- more a reflection of the influence of
changed tax policies on local buying patterns (with cigarettes entering Norway from Sweden making up these
downward fluctuations in local purchases). The internal Norwegian tax per twenty cigarettes of less than 90
mm long in 1998 stood at US$ 4.07 (a double tax applied to larger cigarettes). The tax for 1999 amounts to US$
4.21. Trade sources report significant influences on such tax policies on the local market given the Norwegian-
Swedish market price difference in 1998 ranging up to as high as 40 percent. Today smuggling of cigarettes into
Norway has become the number one item, and is actually today more popular than liquor among smugglers. In
1997 the Norwegian custom confiscated about 12 million cigarettes, but the authorities said this probably was
only 5 percent of what was really smuggled into the country. Today one packed of 20 cigarettes locally will
retail at about NOK58.00 per packed (US$ 7.75).

Trade

The market leader in Norway regarding sales of cigarettes is the company Tiedemanns, which today controls
about 75 percent of the market and whose brand Prince has a market share of more than 50 percent. The overall
value of the retail cigarette market in Norway stands at almost US$ 900 million. State taxes make up about 75
percent of this value. In 1998 only about 900 tons of cigarettes was imported of which only 80 tons came from
US. The duty on imported cigarettes is NOK 12.75 (US$ 1.70) per kilo from all countries except from EFTA
which is free.

Restrictions

In compliance with EEA directives, the declaration on Norwegian tobacco packaging now conforms to EU
norms, and as of January 1, 1996, the limit on tar was placed at 15 mg per cigarette. Looking at the official
import figures for cigarettes in 1996, overall patterns have dropped by more than 30 percent -- a fact which
might be a result of exporters not complying with Norway's the new tar regulations.
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In February 1995, the Norwegian Parliament enacted new legislation related to tobacco sales. The minimum
legal age for selling and purchasing tobacco was raised from 16 to 18 years, and sales from vending machines
were prohibited. However, the most controversial new regulation was that prohibiting smoking in public places
and work places. Smoking is now prohibited in restaurants and other eating establishments which are open to
areas used for other purposes. The intention of the laws is to eliminate passive smoking.

As of January 1, 1998, the government has decided that half of the tables in restaurants and eating places will be
none smokers. This has resulted in protests and frustration among the restaurant’s owners.

Trade matrix

Export Trade
Matrix
Country Norway
Commodity Tobacco,

Mfg.,

Cigarettes
Time period CY Units: Metric tons
Exports for: 1997 1998
U.S. U.S.
Others Others
Denmark 20|Denmark 19
Sweden 4|Sweden 16
Total for Others 24 35
Others not Listed 1 1
Grand Total 25 36
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Import Trade
Matrix
Country Norway
Commodity Tobacco,

Mfg.,

Cigarettes
Time period CY Units: Metric tons
Imports for: 1997 1998
U.S. 145]U.S. 80
Others Others
Switzerland 782|Switzerland 395
Denmark 2[Netherlands 416
Finland 10
Total for Others 794 811
Others not Listed 82 26
Grand Total 1021 917
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Tobacco Mfg. Smoking and Cut

PSD Table
Country: Norway
Commodity: Mfg., Smoking and Cut

1997 1998 1999

Old New Old New Old New
Market Year Begin 01/1997 01/1998 01/1999

Pipe Production 50000 50000 50000 50000 0 50000
Cigarette Production 3739000{ 3739000|] 3880000f 5164000 0 5300000
TOTAL Production 3789000{ 3789000| 3880000 5214000 0 5350000
Imports 176000 176000 170000 138000 0 150000
TOTAL SUPPLY 3965000{ 3965000 3880000f 5352000 0| 5500000
Exports 1179000f 1179000f 1200000| 2929000 0[ 3000000
Domestic Consumption 2786000{ 2786000 2900000f 2423000 0 2500000
TOTAL DISTRIBUTION 3965000{ 3965000| 4100000f 5352000 0 5500000
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General RYO

RYO stands as probably the most interesting tobacoo product in Norway in 1998 today. The production of RYO
in Norway increased by as much as 40 percent from 1997 -- the sole reason for the increase in imports of leaf
tobacco. This is far less a reflection of domestic increases in leaf tobacco given that domestic consumption in
Norway decreased for the second year in a row by as much as 13 percent. The reason for the increase in
production is that the small Norwegian tobacco manufacturer Asbjornsens Fabrikker has developed a new
market. They are actually producing and cutting tobacco for cigaret manufactures in the Middle East, Africa and
East-European companies, by importing leafs and re exporting in bulk/cartons the cut products. Normally the
manufacturer Asbjornsen Fabrikker counts for only about 5 to 10 percent of the domestic market.

As mentioning above, domestic consumption in Norway has decreased for the second year in a row, which is
said to be due to the high domestic taxes, increased boarder trade with Sweden and smuggling. In an attempt to
address this issue, the producer Tiedemanns launched a 40-gram package at reduced prices instead of the
ordinary 50 grams. This change was criticized by the newspapers saying that consumers had not been informed
about the change. The factory’s response was that they could not inform the public as Norway has a ban on
advertising tobacco.
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Trade Matrix

Export Trade

Matrix

Country: Units: Metric tons
Commodity:

Time period: CY

Exports for 1997 1998
u.s. u.s.

Others Others

Switzerland 40(Denmark 146
Denmark 138|Latvia 1050
Lithuenia 38|Algeria 542
Latvia 139]|Armenia 745
Singapore 40({Jemen 162
Great Britain 179

Algeria 298

Armenia 183

Total for Others 1055 2645
Others not listed 124 284
Grand Total 1179 2929
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Import Trade

Matrix

Country: Units: Metric tons
Commodity:

Time period: CY

Imports for 1997 1998
u.s. u.s.

Others Others

Netherlands 163|Netherlands 127
Denmark 7|Denmark 6
Sweden 3|Sweden 3
Total for Others 173 136
Others not listed 3 2
Grand Total 176 138
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GOVERNMENT'S INCOME & TURNOVER FROM TOBACCO
----------- MILLION NORWEGIAN KRONER ------------
TOTAL NON-TAX | TOTAL DUTIES
YEAR GOVT VAT DUTIES & | SHARE OF | RETAIL AS PCT
DUTIES TAXES TAXES SALES SALES SALES
1977 880 334 1,214 793 2,007 60.5%
1978 968 363 1,331 849 2,180 61.1%
1979 1,033 388 1,421 909 2,330 61.0%
1980 1,109 423 1,532 853 2,385 64.2%
1981 1,425 513 1,938 1,143 3,081 62.9%
1982 1,636 569 2,205 1,209 3,414 64.6%
1983 1,840 645 2,485 1,385 3,870 64.2%
1984 1,993 707 2,700 1,544 4,244 63.6%
1985 2,234 797 3,031 1,751 4,782 63.4%
1986 2,585 923 3,508 2,032 5,540 63.3%
1987 2,947 1,036 3,983 2,233 6,216 64.1%
1988 3,166 1,115 4,281 2,411 6,692 64.0%
1989 3,361 1,171 4,532 2,496 7,028 64.5%
1990 3,698 1,274 4,972 2,673 7,645 65.0%
1991 4,250 1,411 5,661 2,804 8,465 66.9%
1992 4,436 1,410 5,846 2,614 8,460 69.1%
1993 4,768 1,672 6,440 2,832 9,272 69.5%
1994 4,977 1,692 6,669 2,712 9,381 71.1%
1995 5,307 1,901 7,208 2,960 10,168 70.9%
1996 5,592 1,972 7,564 2,983 10,547 71.7%
1997 6,174 2,099 8,273 2,950 11,223 73.7%
1998 6,357 2,132 8,489 2,912 11,401 74.5%
Source: Tobakkind.felles.
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Composition of tobacco retail sales 1998.

NORWAY: COMPOSITION OF TOBACCO RETAIL SALES 1998.
------------ MILLION KRONER --------------

GROSS GOV'T GROSS TOTAL

PRODUCER DUTIES [RETAILER VAT RETAIL

MARGINS & TAXES | MARGINS [ TAXES VALUE
CIGARS & CIGARILLOS 37.4 35.1 20.6 21.4 114.5
CIGARETTES 689.3 3,867.7 1,031.0 1,285.2 6,873.2
SMOKING TOBACCO 371.4 2,223.8 469.9 705.0 3,770.1
CHEWING TOBACCO 22.3 6.3 7.8 8.4 44.8
SNUFF 44.4 156.3 53.5 58.5 312.7
PAPER/WRAPPERS 111.1 67.5 53.5 53.4 285.5
GRAND TOTAL 1,275.9 6,356.7 1,636.3 2,131.9 11,400.8
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