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1 Summary
(1) The EFTA Surveillance Authority (“ESA”) wishes to inform Norway that, having 

assessed the scheme on regionally differentiated social security contributions for 
the period 2022-2027 (“the measure”), it considers that the measure constitutes 
state aid within the meaning of Article 61(1) of the EEA Agreement and decides not 
to raise objections to the measure, as it is compatible with the functioning of the 
EEA Agreement, pursuant to its Article 61 (3)(c). ESA has based its decision on the 
following considerations.

1 

1 Reference is made to Article 4(3) of the Part II of Protocol 3 to the Agreement between the EFTA 
States on the Establishment of a Surveillance Authority and a Court of Justice.
2 Document No 1255291 with annexes filed as Document Nos 1255293, 1255295, 1255289, 
1255287, 1255297 and 1255285. On 16 December 2021, the Norwegian authorities submitted an 
additional letter with an attached addendum to the Notification. These are filed respectively as 
Document Nos 1256871 and 1256873.
3 ESA Decision No 225/14/COL on regionally differentiated social security contributions 2014-2020. 
The decision was partially annulled by the EFTA Court in Case E-23/14 Kimek Offshore AS v EFTA 
Surveillance Authority [2015] EFTA Ct. Rep. 412. Following the annulment, ESA reassessed the 
element that the EFTA Court considered insufficiently examined. ESA concluded in Decision No 
94/17/COL that it was compatible with the functioning of the EEA Agreement. See also ESA Decision 
No 228/06/COL section I.2, and letter of 26.7.2017, Document No 867262, for an account of the 
history of the scheme.
4 ESA Decision No 131/20/COL on regionally differentiated social security contributions 2021.
5 The Guidelines on regional state aid were adopted on 1 December 2021 by ESA Decision No 
269/21/COL, not yet published.
6 The RAG, paragraph 197.
7 Notification, pp. 2-3.

2 Procedure
(2) The Norwegian authorities notified the measure on 13 December 2021.2

3 Background
(3) As noted in paragraph 3 of ESA’s Decision on regionally differentiated social 

security contributions 2014-2020, the scheme has its roots back in 1975.  By ESA 
Decision of 11 November 2020, the existing scheme was prolonged with one year, 
until 31 December 2021.

3

4

(4) On 1 December 2021, ESA adopted new Guidelines on regional state aid (“the 
RAG”).  ESA will apply the RAG to assess the compatibility of regional aid awarded 
or intended to be awarded after 31 December 2021.  The Norwegian authorities 
consider that the measure is compatible with the principles set out in the RAG.

5
6

(5) The measure represents a continuation of the existing scheme. However, according 
to the Norwegian authorities, there are three main differences:7

https://www.eftasurv.int/state-aid/state-aid-register/regionally-differentiated-social-security-contributions-2014-2020
https://www.eftasurv.int/state-aid/state-aid-register/exemption-rule-ambulant-services-under-scheme-differentiated-social-0
https://www.eftasurv.int/state-aid/state-aid-register/exemption-rule-ambulant-services-under-scheme-differentiated-social-0
https://www.eftasurv.int/state-aid/state-aid-register/regionally-differentiated-social-security-contributions-2014-2020
https://www.eftasurv.int/state-aid/state-aid-register/regionally-differentiated-social-security-contributions-2014-2020
https://www.eftasurv.int/state-aid/state-aid-register/regionally-differentiated-social-security-contributions-2021
https://www.eftasurv.int/newsroom/updates/esa-adopts-new-guidelines-regional-aid
https://www.eftasurv.int/newsroom/updates/esa-adopts-new-guidelines-regional-aid
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(i) As a result of 29 former municipalities being amalgamated into 10, the 
Norwegian authorities have opted to differentiate the rate applicable within 
these municipalities. This entails that more than one social security 
contribution rate is applicable within those municipalities.

(ii) The treatment of certain geographical areas has been changed under the 
measure.

(iii) The measure includes activities in the transport and energy sectors that were 
previously excluded.

(6) These three aspects are described in more detail below, together with the general 
description of the measure.

(7) Finally, in accordance with the commitments referred to in section I.11 of the 
Decision on regionally differentiated social security contributions 2014-2020,  the 
existing scheme was evaluated by Samfunnsokonomisk analyse in 2018.  ESA 
took account of this evaluation when assessing whether an evaluation should be 
carried out in the period 2022-2027.

8
9

8 Referenced in footnote 3 above.
9 Evaluation of the regionally differentiated social security contributions in Norway. 
Samfunns0konomisk analyse AS. Report No 26-2018.
10 Notification, p. 1.
11 Notification, p. 2.
12 Notification, pp. 2 and 7.
13 Notification, pp. 2 and 7.

4 Description of the measure
4.1 Objective

(8) The objective of the measure is to reduce or prevent depopulation in very sparsely 
populated areas in Norway.

(9) The measure is designed to contribute to this objective by stimulating employment. 
As a result of the differentiation in statutory social security contributions under the 
measure, employers located in the very sparsely populated areas pay contributions 
at reduced rates. The measure therefore reduces the costs of employment for 
employers in the eligible areas.10

4.2 Aid instrument
(10) The measure amounts to an operating aid scheme. As already mentioned, the aid 

takes the form of reduced rates in the statutory social security contributions made 
by employers in the eligible areas.11

(11) The general rate of the statutory social security contributions made by employers 
in Norway is 14.1%. The measure encompasses differentiated reductions of this 
rate in five geographical zones.  These zones, and the reductions applicable in 
each of them, are presented in sections and below.

12
 4.6.2  4.6.3 

(12) Undertakings are automatically entitled to the reduced rates under the measure.13
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4.3 Eligible costs
(13) Aid under the measure is calculated on the basis of the total labour costs directly 

linked to employees working in the eligible regions.  The calculation of aid 
intensities is set out in paragraph below.

14
 (39) 

14 Notification, p. 10.
15 Lov om folketrygd (folketrygdloven), LOV-1997-02-28-19.
16 Notification, p. 3.
17 Notification, p. 2.
18 Notification, p. 6.
19 Notification, p. 6.

4.4 National legal basis
(14) The national legal basis for the measure is Section 23-2 of the Norwegian National 

Insurance Act (folketrygdloven)  and the yearly parliamentary decisions on the 
contributions to the Norwegian National Insurance Scheme (folketrygden).

15
16

(15) Pursuant to Section 23-2 of the National Insurance Act, employers are liable to pay 
social security contributions on gross wages, salaries and other remuneration paid 
to employees. In accordance with paragraph 12 of Section 23-2, Parliament may, 
however, differentiate the rates of social security contributions between different 
geographical zones. Parliament may also adopt specific provisions for employers 
within certain sectors.

(16) The content of the measure is therefore defined in the respective parliamentary 
decisions on contributions to the National Insurance Scheme. These decisions are 
adopted on an annual basis and normally take effect from 1 January the following 
year.

(17) The Norwegian Government presented its proposal for a decision on the 
implementation of the measure to Parliament on 8 November 2021. The entry into 
force of the Parliamentary Decision will be conditional on ESA’s approval of the 
measure.

4.5 Eligible sectors
(18) The measure is designed as a horizontal operating aid scheme. Therefore, the only 

economic activities excluded from its scope are those excluded in the RAG.17

(19) On this basis, as specified in paragraph 10 of the RAG, the steel, lignite and coal 
sectors are not eligible under the measure. The Norwegian authorities will apply the 
definitions of these sectors as provided for in Annex VI and footnotes 15 and 16 of 
the RAG.18

(20) Insofar as undertakings active within these excluded sectors perform other 
economic activities, costs associated with the latter activities may be eligible under 
the measure. This, however, requires that the respective undertaking demonstrates 
that the ineligible activities will not benefit from reduced social security 
contributions. To demonstrate this, undertakings must keep separate accounts 
identifying direct and indirect labour costs allocated on the basis of consistently 
applied and objectively justifiable principles.19
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(21) In keeping with paragraph 16 of the RAG, the measure incorporates one further 
sectoral exclusion. Reductions in social security contributions are not available for 
undertakings whose principal activities fall under Section K “Financial and 
insurance activities” of the NACE Rev. 2,  or that perform intra-group activities and 
whose principal activities fall under classes 70.10 “Activities of head offices” or 
70.22 “Business and other management consultancy activities”.

20

21

20 NACE is an acronym derived from the French title Nomenclature générale des Activités 
économiques dans les Communautés Européennes (Statistical classification of economic activities 
in the European Communities) used to designate the various statistical classifications of economic 
activities in the EU. See Regulation (EC) No 1893/2006 of the European Parliament and of the 
Council of 20 December 2006 establishing the statistical classification of economic activities NACE 
Revision 2 and amending Council Regulation (EEC) No 3037/90 as well as certain EC Regulations 
on specific statistical domains (OJ L 393, 30.12.2006, p. 1). The Regulation is incorporated into 
Annex XXI of the EEA Agreement by EEA Joint Committee Decision No 61/2007 (OJ L 266, 
11.10.2007, p. 25, and EEA Supplement No 48, 11.10.2007, p. 18).
21 Notification, p. 6.
22 See section 6.1 of the decision on regionally differentiated social security contributions 2014
2020, referenced in footnote 3 above.
23 Notification, section 9.1.
24 Notification, p. 11.
25 Notification, p. 11.
26 ESA Decision No 276/21/COL, not yet published.
27 Notification, p. 12.

4.6 The eligible areas and the differentiation between them
4.6.1 The approach followed
4.6.1.1 The three groups of considerations

(22) When identifying the areas eligible for aid under the measure and establishing their 
differentiation in terms of aid intensities, the Norwegian authorities have followed a 
similar approach to that applied for the period 2014-2021.22

(23) The approach denotes an application of considerations that can be divided into 
three groups.  These are respectively the principles in the RAG on the demarcation 
of areas included in the regional aid map, the so-called periphery index, and certain 
related considerations.

23

4.6.1.2 The scheme is limited to the very sparsely populated areas designated in 
the Norwegian regional aid map 2022-2027

(24) According to paragraph 15 of the RAG, operating aid may be considered compatible 
only if it can be shown that it is necessary for the development of the area. This 
can, for instance, be the case if it prevents or reduces depopulation in sparsely and 
very sparsely populated areas.24

(25) Only the areas designated as very sparsely populated in the approved Norwegian 
regional aid map 2022-2027 are eligible under the measure.  These areas are 
identified in Annex I to the Decision on the Norwegian regional aid map 2022
2027.

25

26

4.6.1.3 The periphery index
(26) The periphery index has been designed as a tool for expressing the degree of 

structural and regional development challenges in Norwegian municipalities.  It 
reflects three major socioeconomic factors regarded as contributing to periphery 

27

https://www.eftasurv.int/newsroom/updates/esa-approves-norways-regional-aid-map-2022-2027
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problems. These are respectively geography, demographic changes and economic 
development.28

28 Notification, p. 12.
29 Notification, p. 12.
30 The table is based on Table 9-1 of the notification.
31 Footnote 16 of the notification. Further information in Norwegian on the centrality index for 2020,
is found on the following link: https://www.ssb.no/befolkning/artikler-og-
publikasjoner/sentralitetsindeksen.oppdatering-med-2020-kommuner .
32 Notification, p. 13.
33 Notification, p. 12.

(27) All Norwegian municipalities are ranked in the periphery index. The lower the value, 
the greater the need is considered for State intervention.29

(28) The indicators in the periphery index, and the respective weight attached to these, 
are presented in Table 1.30

Table 1 - Indicators in the periphery index

Factor Indicator Weight
Geography The centrality index 40%
Demography Population growth during the 

past ten years
40%

Economic growth Employment growth during 
the past ten years

10%

Economic growth The degree of one-sided 
industrial structure 
(the Herfindahl index)

10%

(29) As specified in this table, the indicator of geography is the so-called centrality index. 
This index categorises Norwegian municipalities into six groups based on access 
to employment opportunities and different services. The six groups range from level 
1 (most centrally located) to level 6 (least centrally located).31

4.6.1.4 Related considerations
(30) The Norwegian authorities consider it insufficient to rely solely on the periphery 

index when defining the eligible areas and their differentiation. Additional related 
considerations have accordingly been included.

(31) Those considerations encompass, first, what the Norwegian authorities refer to as 
basic challenges. These include underlying demographic forces and remoteness 
(distance in time and kilometres to Oslo). Further, in instances where it is not 
evident what zone an area should be placed in for the purposes of the measure, 
the Norwegian authorities have put special emphasis on population development 
and employment growth.32

(32) Second, the Norwegian authorities have attached weight to factors they refer to as 
domestic priorities. These include continuity, avoiding distortive effects and 
ensuring equal treatment of areas.33

(33) The identification of continuity as a domestic priority reflects that the Norwegian 
authorities consider it important for the scheme to send sufficiently stable signals 
on labour costs. If the rates were to change frequently, the predictability for 
prospective beneficiaries would be weakened. This could discourage them from 

https://www.ssb.no/befolkning/artikler-og-publikasjoner/sentralitetsindeksen.oppdatering-med-2020-kommuner
https://www.ssb.no/befolkning/artikler-og-publikasjoner/sentralitetsindeksen.oppdatering-med-2020-kommuner
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making dispositions based on the reductions in labour costs resulting from the 
measure.

(34) As for the priority of avoiding distortive effects, this pertains, in particular, to 
distortive effects between neighbouring areas in Norway. In order to avoid such 
distortion, the applicable rates should not vary by too much across short distances.

(35) With respect to the priority of ensuring equal treatment of areas, the Norwegian 
authorities consider that the same rate should, in principle, be applicable in areas 
facing similar challenges.

4.6.2 The eligible areas
(36) The eligible areas, and what zone each of these is placed in for the purposes of the 

measure, are presented in Tables 2-6.  The remaining areas in Norway fall outside 
the scope of the measure.

34

34 The tables are based on Tables 9-2 to 9-6 of the notification.

Table 2 - Zone II

County Municipalities
Tr0ndelag Inder0y, Indre Fosen, Meraker, the part of 

Orkland that was formerly Agdenes, the part of 
Steinkjer that was formerly Verran, and the 
part of (new) 0rland that was formerly (old) 
0rland

M0re og Romsdal Fjord, those parts of Molde that were formerly 
Nesset and Midsund, the part of Volda that 
was formerly Hornindal, Rauma, Sande, the 
part of Älesund that was formerly Sand0y, 
Stranda, Sunndal, Sykkylven, Tingvoll, and 
Vestnes

Vestland Askvoll, Aurland, Bremanger, Eidfjord, Fedje, 
Fjaler, Gloppen, Gulen, Hyllestad, H0yanger, 
the part of Kinn that was formerly Vags0y, 
Kvinnherad, Luster, L^rdal, Masfjorden, 
Modalen, the parts of Sogndal that were 
formerly Balestrand and Leikanger, Solund, 
Stad, Stryn, the parts of Sunnfjord that were 
formerly Gaular, J0lster and Naustdal, Tysnes, 
Ullensvang, Ulvik, Vik, the part of Voss which 
was formerly Granvin, and Ärdal

Rogaland Hjelmeland, Sauda and Suldal
Agder Bygland, Bykle, Evje og Hornnes, Gjerstad, 

Ris0r, Valle, Ämli, and Äseral
Vestfold og Telemark Drangedal, Fyresdal, Hjartdal, Kviteseid, 

Nissedal, Nome, Seljord, Tinn, Tokke, and 
Vinje

Innlandet Eidskog, Grue, Kongsvinger, Nord-Fron, Nord- 
Odal, Nordre Land, Ringebu, S0ndre Land, 
S0r-Fron, S0r-Odal, Trysil, Valer, Ämot, and 
Äsnes

Viken Fla, Gol, Hemsedal, Hol, Nesbyen, Nore og 
Uvdal, Rollag, and Äl
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Table 3 - Zone III

County Municipalities
Tr0ndelag Fr0ya, Heim, Hitra, Holtâlen, the parts of 

Orkland that were formerly Meldal and parts of 
former Snillfjord, Oppdal, Rennebu, Rindal, 
R0ros, Tydal, and the part of 0rland that was 
former Bjugn

M0re og Romsdal Aure, Surnadal and Vanylven
Innlandet Alvdal, Dovre, Engerdal, Etnedal, Folldal, 

Lesja, Lom, Nord-Aurdal, Os, Rendalen, Sel, 
Skjâk, Stor-Elvdal, S0r-Aurdal, Tolga, Tynset, 
Vang, Vestre Slidre, Vâgâ, and 0ystre Slidre

Table 4 - Zone IV

County Municipalities
Troms og Finnmark Balsfjord, Bardu, Dyr0y, Gratangen, Harstad- 

Harsttak, Ibestad, Kv^fjord, Loabak- 
Lavangen, Malselv, Salangen, Senja, 
S0rreisa, and Tjeldsund

Nordland Alstahaug, And0y, Beiarn, Bindal, Br0nn0y, 
B0, D0nna, Evenes, Fauske-Fuossko, 
Flakstad, Gildeskal, Grane, Hadsel, Hamar0y- 
Habmer, Hattfjelldal, Hemnes, Her0y, 
Leirfjord, Lur0y, L0dingen, Mel0y, Moskenes, 
Narvik, Nesna, Rana, R0d0y, R0st, Saltdal, 
Sortland, Steigen, S0mna, S0rfold, Trana, 
Vefsn, Vega, Vestvag0y, Vevelstad, V®r0y, 
Vagan, and 0ksnes

Tr0ndelag Flatanger, Grong, H0ylandet, Leka, Lierne, 
Namsos, Namsskogan, N^r0ysund, Osen, 
Overhalla, Raarvihke-R0yrvik, Snaase-Snasa 
and Afjord

M0re og Romsdal Sm0la

Table 5 - Zone IVa

County Municipalities
Troms og Finnmark Troms0
Nordland Bod0

Table 6 - Zone V

County Municipalities
Troms og Finnmark Alta, Berlevâg, Bâtsfjord, Deatnu-Tana, 

Gaivuotna-Kâfjord-Kaivuono, Gamvik, 
Guovdageaidnu-Kautokeino, Hammerfest, 
Hasvik, Karasjohka-Karasjok, Karls0y, 
Kvænangen, Lebesby, Loppa, Lyngen, 
Mâs0y, Nordkapp, Nordreisa, Porsanger- 
Porsaggu-Porsanki, Skjerv0y, Storfjord- 
Omasvuotna-Omasvuono, S0r-Varanger, 
Unjarga-Nesseby, Vads0, and Vard0

(37) A map presenting the geographic scope of the different zones is included as Annex 
1 to this decision. Annex 2 contains information on statistical units in municipalities 
that have been split for the purposes of their treatment under the measure.
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4.6.3 The differentiation in terms of aid intensities
(38) The differentiated social security contributions rates, and the aid intensities they 

represent, are set out in Table 6.35

35 The table is based on Table 5-1 of the notification.
36 Footnote 5 of the notification.
37 Notification, p. 15.
38 Including the part that was former Snillfjord.
39 Notification, p. 15.
40 The table is based on Table 9-7 of the notification.

Table 6 - Aid intensities

Zone I Zone II Zone III Zone IV Zone IVa Zone V
Aid as a 
percentage 
of labour 
costs

0 3.1 6.7 7.9 5.4 12.4

Social 
security 
contribution 
rate

14.1 10.6 6.4 5.1 7.9 0

(39) Aid intensities are calculated as the difference between full social security 
contribution and reduced social security contribution, divided by labour costs (the 
sum of wage costs and full social security contribution).36

4.6.4 The changes in the treatment of certain areas
(40) Eight eligible areas, which are municipalities, or used to be municipalities, have 

been placed in other zones than in the period 2014 to 2021. Two municipalities are 
no longer eligible.37

(41) The five areas of Indre Fosen, Modalen, Sykkylven, Midsund and Aseral, have been 
included. Snasa is placed in zone IV, which entails a lower rate. Hitra  and Froya 
are placed in zone III, which entails a higher rate. The island municipalities of Utsira 
and Kvitsoy are excluded from the measure.

38

39

(42) The changes made are presented in Table 7, along with information on the 
periphery index, population development, employment development and population 
density for the concerned areas.40
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Table 7 - Changes in the treatment of areas

Zone Growth
Municipality County Current New Periphery 

index
Population 
2010-2020

Employment 
2009-2019

Population 
density

Hitra Tr0ndelag IV(III41) III 59.4 10.7 26.3 7.1
Indre Fosen Tr0ndelag la II 44.8 0.5 -5.4 9.8
Snâase- 
Snâsa

Tr0ndelag III IV 31.9 -4.7 -14.8 1.0

Fr0ya Tr0ndelag IV III 63.7 19.4 31.7 22.4
Modalen Vestland Ia II 40.8 12.8 -10.8 1.0
Sykkylven M0re og 

Romsdal I II 41.4 0.5 -8.1 23.2

Former 
Midsund 
(in Molde)

M0re og 
Romsdal Ia II 45.6 3.0 -0.12 21.4

Âseral Agder Ia II 36.3 1.6 -3.3 1.2
Utsira Rogaland II Ia 3.8 -9.2 -16.2 31.5
Kvits0y Rogaland II Ia 28.2 -1.9 8.9 82.3

41 The part that was formerly Snillfjord municipality, was placed in zone III.
42 The rules are described in section 5.3 of the notification. See sections 3.3, 3.4 and paragraph 18 
under part I of Decision No 94/17/COL, referenced in footnote 3 above, as regards the period 2014
2021.
43 Lov om Enhetsregisteret, LOV-1994-06-03-15.

4.6.5 The rules determining what area an economic activity should be regarded 
as taking place in for the purposes of the measure

(43) As eligibility and aid intensities are differentiated between different areas, it is 
necessary to incorporate rules determining what area an economic activity should 
be regarded as taking place in. These rules reflect those in place in the period 
2014-2021.42

(44) Undertakings are as a main rule considered to perform their economic activities at 
the place(s) where the undertaking in question shall be registered under the Act on 
the Central Coordinating Register for Legal Entities.43

(45) According to these rules, sub-units should be registered for each separate business 
activity. Separate units must further be registered if the activities are performed at 
different geographical locations. The registration rules will therefore as a main rule 
ensure that the place(s) of registration correspond(s) to where the registered 
undertaking actually performs economic activities.

(46) Some economic activities are, however, ambulant in nature. Construction, transport 
and hiring-out of labour are normally performed at other locations than where the 
employer is registered. Employees may also in other situations perform substantial 
parts of their work in other places than the place of registration.

(47) In order to ensure that the aid levels granted under the measure are consistent with 
its objective, the Norwegian authorities have consequently included two special 
rules addressing ambulant activities. These rules entail that where an employee 
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performs more than 50% of the work days in a given month in a specific zone (zone 
of activity) that is different from the zone of registration, the rate in the zone of 
activity shall be applied for the work performed in that zone. The application of both 
rules is assessed on a monthly basis at the level of each employee.

(48) The exemption rule concerns undertakings registered in a zone with a higher rate 
than that applicable in the zone where the ambulant service or work is performed. 
Where an ambulant service is performed in an eligible zone with a lower rate to that 
of the place of registration, the lower rate of the eligible zone where the work is 
performed is applied for the work performed in that zone. This entails, by way of 
example, that if an employee of an undertaking registered outside the eligible area 
performs construction work at an amount equating to 60% of their monthly working 
days in a zone with a reduced rate, this reduced rate will be applied to 60% of the 
salary of the employee in question.

(49) The anti-circumvention rule concerns undertakings registered in a zone with a lower 
rate which perform work in a zone with a higher rate. In that way, the anti
circumvention rule mirrors the exemption rule. The rule is designed to prevent 
undertakings registered within an eligible area from being granted aid under the 
main rule for activities performed in zones with higher rates. As regards the nature 
of the activities captured, the anti-circumvention rule has a slightly wider scope than 
the exemption rule. In addition to ambulant activities substantially linked to specific 
geographic locations, the anti-circumvention rule also applies with respect to 
remote work that can be performed from anywhere. Thus, if an employee of an 
undertaking registered in a zone with a lower rate performs remote work from a 
zone with a higher rate for more than 50% of the working days in a month, the 
undertaking must apply the higher rate in the latter zone on the labour costs 
connected to the work performed there.

4.7 Administration
4.7.1 The level of social security contributions is based on self-assessment

(50) The administration of the measure is integrated with the general administration of 
social security contributions in Norway. It is carried out by the Norwegian Tax 
Administration.44

(51) Employers in Norway are to report social security contributions on a monthly basis, 
in accordance with the Tax Administration Act Section 8-6  and the Act Relating to 
Employer’s Reporting of Employment and Income.  Pursuant to the Tax Payment 
Act Section 10-10,  social security contributions must be paid six times per year.

45
46

47 48

(52) According to this system of self-assessment, it falls on the beneficiaries themselves 
to ensure that they pay the correct rates of social security contributions. The 
Norwegian Tax Administration does not carry out controls of the self-assessment 

44 Notification, p. 4.
45 Skatteforvaltningsloven, LOV-2016-05-27-14.
46 Lov om arbeidsgivers innrapportering av ansettelses- og inntektsforhold m.m. (a-opplysnings- 
loven), LOV-2012-06-22-43.
47 Lov om betaling og innkreving av skatte- og avgiftskrav (skattebetalingsloven), LOV-2005-06-17- 
67.
48 Notification, p. 5.
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before aid in the form of reduced rates is disbursed. However, risk-based tax audits 
(ex post controls) are carried out, as described in section 4.7.2 below.49

49 Notification, p. 4.
50 Notification, p. 4.
51 Notification, pp. 4-5.
52 Notification, pp. 4-5.
53 Notification, p. 5.
54 Notification, pp. 4-5.
55 Guidelines on State aid for rescuing and restructuring non-financial undertakings in difficulty (OJ 
L 271, 16.10.2015, p. 35, and EEA Supplement No 62, 15.10.2015, p. 1)
56 Notification, p. 7.
57 Notification, p. 7.
58 Notification, p. 40.

4.7.2 The system of ex post controls
(53) The risk-based tax audits will be concentrated on a set of specific aid criteria and 

beneficiary characteristics associated with an elevated risk of irregularities.50

(54) The risk factors applied are subject to continuous development. Should the 
perceived risk increase, the Tax Administration will consider reallocating resources. 
The Tax Administration will make use of any new information available in the control 
work.51

(55) The Tax Administration will, as a main rule, carry out the audits within the 
reassessment period under the Tax Administration Act of five years. This period is 
calculated from the end of the fiscal year to which the assessment relates.52

(56) Special rules on reassessments following decisions from ESA are to be 
developed.53

4.7.3 Beneficiaries are to maintain detailed records for 10 years
(57) As a result of the self-assessment system, the Tax Administration will not possess 

all the necessary information to verify that the conditions of the measure have been 
fulfilled. In order to facilitate the risk-based tax audits, as well as possible monitoring 
or complaints handling by ESA, the beneficiaries are therefore obliged to keep 
records containing all relevant information for at least ten years after the aid was 
granted.54

4.8 Undertakings in difficulty and undertakings subject to an outstanding 
recovery order are not eligible for aid

(58) Undertakings in difficulty, as defined by the Guidelines on State aid for rescuing 
and restructuring non-financial undertakings in difficulty,  are not eligible for aid 
under the measure.

55
56

(59) Undertakings that are subject to an outstanding recovery order, following a previous 
ESA decision, are also not eligible for aid.57

4.9 Transparency
(60) The Norwegian authorities will, in accordance with paragraph 136 of the RAG, 

publish on a central website the text of the measure and its implementing 
provisions, as well as information on the granting authority.58
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(61) The published information will further identify the beneficiaries receiving aid 
exceeding EUR 100 000 in any one fiscal year, the aid amount specified in intervals, 
as well as the aid intensity.59

(62) The information will be published within one year from the date when the tax 
declaration was due.60

59 Notification, p. 40.
60 Notification, p. 40.
61 Notification, p. 11.
62 Notification, p. 11.
63 Notification, p. 11.
64 Notification, p. 11.
65 Notification, p. 5.
66 Notification, p. 11.

4.10 Cumulation
(63) Reflecting the scope and automated character of the measure, the cumulation 

mechanism requires the granting authorities of any other aid which covers labour 
costs, to make sure that the aid granted does not exceed the applicable limits on 
aid intensity and aid amount.61

(64) Accordingly, aid granted for labour costs under any other aid measure must take 
into account aid under the measure. The Norwegian authorities have committed to 
inform other major grantors of aid where labour costs are included of the applicable 
cumulation rules, and to recommend them to include corresponding cumulation 
rules in their respective scheme documents. This will be done by means of a letter 
addressed to the concerned entities.62

(65) Additionally, there are two mechanisms for cumulation control as part of the 
administration of the measure. First, beneficiaries have an obligation to report any 
other aid in support of labour costs when claiming reduced rates of social security 
contributions. The statements shall cover each monthly period. Second, the risk
based ex post controls with eligibility criteria, as described in section  can 
uncover unlawful cumulation.

 4.7.2,
63

4.11 Budget and duration
(66) Given the automated nature of the measure, the amount of aid granted will reflect 

actual gross wage costs in eligible areas. Consequently, the measure does not 
have a budget fixed in advance.64

(67) Based on data from Statistics Norway, the Norwegian authorities estimate that the 
revenue loss from undertakings paying differentiated social security contributions 
amounted to about NOK 9.7 billion in 2020.65

(68) The duration of the measure is from 1 January 2022 to 31 December 2027.66

5 Presence of state aid
(69) Article 61(1) of the EEA Agreement reads as follows: “[...] any aid granted by EC 

Member States, EFTA States or through State resources in any form whatsoever 
which distorts or threatens to distort competition by favouring certain undertakings 
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or the production of certain goods shall, in so far as it affects trade between 
Contracting Parties, be incompatible with the functioning of this Agreement.”

(70) The qualification of a measure as state aid within the meaning of Article 61(1) of 
the EEA Agreement, requires the following cumulative conditions to be met: (i) the 
measure must be granted by the State or through State resources; (ii) it must confer 
an advantage on an undertaking; (iii) favour certain undertakings (selectivity); and 
(iv) threaten to distort competition and affect trade.

(71) The measure is, as identified in section above, a continuation of a scheme that 
has its roots back in 1975. ESA notes, therefore, that the EFTA Court concluded 
that the version of the scheme assessed by ESA in its Decision No 165/98/COL  
involved state aid.  Further, ESA concluded both in its Decision on regionally 
differentiated social security contributions 2014-2020  and in its Decision closing 
the formal investigation into the exemption rule for ambulant services  that the 
existing scheme amounts to a state aid measure.

 3 

67
68

69
70

(72) None of the amendments made to the measure compared with the existing scheme 
are capable of altering the conclusion that it involves state aid. Accordingly, the 
analyses undertaken of the previous iterations of the scheme remain equally valid 
with respect to the measure.

67 OJ L 327, 3.12.1998, p. 1.
68 Case E-6/98 Norway v ESA [1999] EFTA Ct Rep. 74.
69 Decision No 225/14/COL, referenced in footnote 3 above.
70 Decision No 94/17/COL, referenced in footnote 3 above.
71 See Article 1(d) of Part II of Protocol 3 to the Agreement between the EFTA States on the 
Establishment of a Surveillance Authority and a Court of Justice (“Protocol 3”).

6 Aid scheme
(73) ESA notes that the legal basis of the measure is an act which does not require 

further implementing measures for the granting of the aid and which identifies the 
beneficiaries in a general and abstract manner. The aid is therefore granted on 
the basis of an aid scheme.

71 

7 Lawfulness of the aid
(74) Pursuant to Article 1(3) of Part I of Protocol 3 to the Agreement between the EFTA 

States on the Establishment of a Surveillance Authority and a Court of Justice 
(“Protocol 3”): “The EFTA Surveillance Authority shall be informed, in sufficient time 
to enable it to submit its comments, of any plans to grant or alter aid. [...] The State 
concerned shall not put its proposed measures into effect until the procedure has 
resulted in a final decision.”

(75) The Norwegian authorities have notified the measure and have yet to let it enter 
into force. They have therefore complied with the obligations under Article 1(3) of 
Part I of Protocol 3.

8 Compatibility of the aid
8.1 Introduction

(76) In derogation from the general prohibition of state aid laid down in Article 61(1) of 
the EEA Agreement, aid may be declared compatible if it can benefit from one of 
the derogations enumerated in the Agreement. The Norwegian authorities invoke 
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Article 61 (3)(c) of the EEA Agreement as the basis for the assessment of the 
compatibility of the aid measure.

(77) Article 61(3)(c) of the EEA Agreement provides that ESA may declare compatible 
“aid to facilitate the development of certain economic activities or of certain 
economic areas, where such aid does not adversely affect trading conditions to an 
extent contrary to the common interest”. Therefore, in order to declare the aid 
compatible, first, the aid must be intended to facilitate the development of certain 
economic activities or of certain economic areas and, second, the aid must not 
adversely affect trading conditions to an extent contrary to the common interest.72

(78) Under the first condition, ESA examines how the aid facilitates the development of 
certain economic activities or areas. Under the second condition, ESA weighs up 
the positive effects of the aid for the development of said activities or areas and the 
negative effects of the aid in terms of distortions of competition and adverse effects 
on trade.

(79) The RAG sets out conditions according to which regional aid measures will be 
regarded as compatible with the EEA Agreement on the basis of its Article 
61 (3)(c). Where an EEA EFTA State has demonstrated that a measure fulfils the 
applicable conditions in the RAG, ESA will approve the measure in question.

73 

(80) In their notification, the Norwegian authorities have submitted that the measure 
fulfils all the applicable conditions of the RAG. Accordingly, the following 
assessment is structured in accordance with the compatibility criteria in the RAG. 
Only if the measure does not fulfil these criteria will it be necessary to consider if it 
can be approved on the basis of a direct application of Article 61(3)(c) of the EEA 
Agreement.

72 Judgment of 22 September 2020, Austria v Commission (Hinkley Point C), C-594/18 P, 
EU:C:2020:742, paragraphs 18-20.
73 The RAG, paragraph 3.
74 The figure is based on Figure 11-2 of the notification.

8.2 Contribution to regional development and cohesion
8.2.1 The criteria in the RA G

(81) The principles for assessing the contribution to regional development and cohesion 
of operating aid schemes are set out in paragraphs 54 to 57 of the RAG. It follows 
generally from paragraph 54 that operating aid schemes only promote the 
development of assisted areas if the challenges that those areas face are clearly 
identified in advance. As regards operating aid to prevent or reduce depopulation 
in sparsely and very sparsely populated areas, it is stipulated in paragraph 57 that 
the EEA EFTA State must demonstrate the risk of depopulation in the event that 
operating aid is not granted.

8.2.2 The information provided by the Norwegian authorities
(82) The population development in the areas that were eligible in the period 2014 to 

2021 is presented in Figure 1.  As explained in section above, the measure 
only makes minor adjustments as to what areas are eligible.

74  4.6.4 
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Figure 1 - Population development
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(83) The graph shows that between 1981 and 2008, there was a downward trend in 
population numbers.75

(84) This trend was broken in the period 2008 to 2017 when Norway experienced 
increased immigration following the accession to the EU of Eastern European 
countries. Immigration has decreased in recent years, however, and from 2017 the 
population decline in absolute terms has persisted.76

(85) The Norwegian population has increased by 30.7% since 1982 and by 10.0% in the 
past ten years. In comparison, the existing eligible areas have seen a 3.4% 
decrease since 1982. Over the past five years, the population in the latter areas 
has decreased by 0.35%.77

(86) Figure 2 distinguishes between respectively the factors of birth surplus, net 
migration within Norway, and net migration to Norway in the areas that are ineligible 
and eligible under the measure.  These demographic forces are influencing 
population development.  The term “net migration within Norway” refers to the 
difference between the number of people who migrate to a municipality in Norway 
from any other municipality in Norway, and the number of people who migrate from 
this municipality to any other municipality in Norway.  The term “net migration to 
Norway” concerns the difference between the number of people who migrate to a 
municipality in Norway from any other country, and the number of people who 
migrate from this municipality to any other country.

78
79

80

81

75 Notification, p. 21.
76 Notification, p. 21.
77 Notification, p. 21.
78 The table is based on Figure 11-3 of the addendum to the notification, referenced in footnote 2 
above.
79 Notification, p. 23.
80 The addendum to the notification, referenced in footnote 2 above. The Norwegian term is “netto 
innenlandsk flytting”.
81 The addendum to the notification, referenced in footnote 2 above. The Norwegian term is “netto 
innvandring”.
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Figure 2 - Birth surplus, net migration within Norway and net migration to Norway
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(87) As follows from Figure 2, there has been relatively stable birth surpluses in the 
ineligible areas since 1980. In the eligible areas, the birth surpluses have been 
negligible or negative since the early 2000s. The trend over the past ten years has 
been one of negative birth surpluses.82

(88) With respect to migration within Norway, there has been a continuous trend of net 
migration from the eligible to the ineligible areas. In the period from 2009 to 2019, 
the average population loss in the eligible areas, as a result of net migration within 
Norway, amounts to just under 6 000 people per year.83

(89) As regards the net migration to Norway, the Norwegian authorities explain, by way 
of background information, that during the peak year in 2012, about 65 000 people 
immigrated to Norway. Of these, about 36 000 immigrated from EU Member States. 
In 2019, however, the number of immigrants had decreased to 52 000, of which 
24 500 immigrated from EU Member States. The largest number of immigrants 
came from Poland, Sweden and Lithuania.  Annual immigration from the 
EEA/EFTA States of Iceland and Liechtenstein is rather limited.

84

(90) At national level, the positive contribution from immigration from the EEA and third 
countries on the Norwegian population size, has thus decreased. Moreover, the 
trend is one of reduced rates of immigration from both of these groups.

82 See also the notification, p. 23.
83 Notification, p. 23.
84 The addendum to the notification, referenced in footnote 2 above. In this context, the term “EU 
Member States” refer to the EU Member States on 1 January 2020.
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(91) Figure 2 illustrates how the positive contribution on the population levels in the 
eligible areas from net migration to Norway has also decreased in later years. 
Since 2015, the level of net migration to Norway has not been sufficient to offset 
the population losses in the eligible areas from negative birth surpluses and net 
migration within Norway.85

(92) As a result of, among other factors, the net migration within Norway, the population 
in the eligible areas is furthermore ageing.86

(93) Table 8 includes information on the size of the population, the population densities, 
the population growth, and the respective scores in the periphery index, for the 
proposed eligible areas under the measure.  As explained in section  
above, the periphery index is a tool for expressing development challenges in 
Norwegian municipalities.

87  4.6.1.3

85 Notification, p. 24.
86 Notification, pp. 23 and 24.
87 The table is based on Table 11-1 of the notification.
88 The table is based on Table 11-2 of the notification.
89 As explained in footnote 1 to Table 11-2 of the notification, Statistics Norway publishes two sets 
of employment statistics. These are respectively employment by the employee’s residential 
municipality, and employment by the employee’s workplace municipality. The former measures how 
many employees live in a particular municipality, whereas the latter measures how many employees 
work in any municipality. Growth in employment by workplace thus means the relative growth in 
employment by place of work.

Table 8 - Population, population densities, population growth and periphery index

Population
1.1.2020

Population 
density 

(per km2)

Population 
growth 

2010-2020

Periphery 
index

Northern Norway 484 546 4.5 4.1 54.5
Adjacent areas to Northern Norway 73 683 4.1 1.7 46.9
Eligible areas in Innlandet 143 115 3.4 -2.6 44.1
Adjacent areas to Innlandet 301 848 4.1 -0.5 42.3
Eligible areas 1 003 192 4.2 1.5 48.8
Ineligible areas 4 365 091 67.7 12.8 78.3
Norway 5 368 283 17.7 10.5 72.8

(94) Table 9  further includes statistics on the growth in employment by work place.88 89

Table 9 - Population growth, population densities, periphery index and growth in employment by 
work place

Population 
growth (%) 
2010-2020

Population 
density

Periphery 
index 2020

Growth in 
employment 
by work 
place (%), 
2009-2019

Inside the existing scheme 1.5 4.1 48.9 2.1

Outside the existing 
scheme

12.7 65.4 78.1 10.1

Inside the measure 1.5 4.2 48.8 1.9
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Outside the measure 12.8 67.7 78.3 10.2

Norway overall 10.5 17.7 72.8 8.6

(95) As illustrated by Tables 8 and 9, the population densities in the areas covered by 
the measure are very low. In line with what has been set out above, the population 
development has been weaker than in the ineligible areas.

(96) With respect to the periphery index, the figures show that the eligible areas obtained 
a markedly lower score in 2020 than the remaining areas of Norway. This is 
indicative of corresponding higher development challenges.

(97) As for the growth in employment by workplace, according to Table 9, this has been 
approximately 2.0% in the eligible areas. This is significantly less than in the 
ineligible areas, where the growth has been just over 10%.

(98) With respect to the relationship between labour markets and population 
development, the Norwegian authorities have pointed to an analysis performed by 
the Norwegian Institute for Urban and Regional Research (NIBR).  According to 
this analysis, employment opportunities are the most influential factor for where 
persons choose to take up residence.

90

91

(99) The term employment opportunities does not merely concern access to jobs, but 
access to jobs where the tasks and remuneration are commensurate with one’s skill 
sets. This can often be more challenging in rural areas where labour markets are 
smaller and less diverse.92

(100) The NIBR-analysis found that when young people move to larger cities, their 
primary motivation is related to education and employment. To the extent that 
migration takes place from central to rural areas, employment is also often the 
driver.93

(101) The Norwegian authorities consider the findings in a recent analysis from the 
Ministry of Local Government and Modernisation consistent with this. Focusing on 
the relocation of people between the ages of 15 and 35, this study found that only 
the most centrally located areas have experienced a positive development on 
population levels as a result of the migration of people that were living in Norway at 
15 years of age.94

(102) The Norwegian authorities have provided additional documentation on the link 
between employment opportunities and population development in conjunction with 
their demonstration of the appropriateness of the measure. This information is 
presented and addressed in section below. 8.5 

90 Hvorfor flytte? Hvorfor bli boende? Bo- og flyttemotiver de fprste àrene pà 2000-tallet. S0rlie, Aure 
and Langset. NIBR-report 2012:22.
91 Notification, p. 25.
92 Notification, p. 25.
93 Notification, p. 26.
94 Notification, p. 26.



FCA I EFTA SurveillanceI^O/A I AuthorityPage 21

8.2.3 Application of the criteria in the RAG
(103) According to the wording of paragraph 57 of the RAG, it is sufficient to demonstrate 

a risk of depopulation in the event that operating aid is not granted. This wording 
does not require depopulation in the counterfactual scenario of no operating aid to 
be a certainty.

(104) The RAG does not specify at what level the risk of depopulation should be assessed 
as part of the demonstration required by its paragraph 57. In theory, the assessment 
could take place at different statistical levels, including smaller units such as 
municipalities, parts of municipalities, or even cities.

(105) An interpretation whereby the risk of depopulation must be established at small 
statistical levels would entail that smaller areas with population growth, but which 
are located inside regions or contiguous areas at risk of depopulation, are not 
eligible for operating aid to reduce or prevent depopulation. However, the former 
areas can evidently be important in combatting depopulation from the very sparsely 
populated areas in which they are located. As explained above, migration within 
Norway typically reflects the availability of more diverse work opportunities in more 
centrally located areas.

(106) On this basis, the stricter interpretation of requiring the risk of depopulation to be 
assessed for small areas, would in ESA’s view run counter to the objective of 
regional development and territorial cohesion. The wording of paragraph 57 does 
furthermore not necessitate such an interpretation. Accordingly, ESA will follow the 
same approach as in its decision for the period 2014-2020 and assess the risk of 
depopulation for the very sparsely populated areas taken together.95

(107) While certain areas have experienced a positive population development, the 
information provided by the Norwegian authorities establishes that the eligible 
areas have suffered from a general trend of depopulation since 1980. While the 
population losses experienced as a result of net migration within Norwayand weak 
birth surpluses were between 2008 and 2017 counteracted by net migration to 
Norway, the trend in later years has been one of net depopulation. Moreover, the 
underlying weak to negative birth surpluses, and net migration within Norway, have 
persisted.

(108) The Norwegian authorities have also identified a number of additional factors 
contributing to this negative development. These include the low population density, 
the periphery challenges expressed through the periphery index, as well as the 
comparatively weak growth in employment by work place. The Norwegian 
authorities have further substantiated the importance that access to employment 
opportunities plays when people are deciding where to live. In keeping with this, the 
target areas are experiencing population losses as a result of younger people taking 
up work, and establishing themselves in more central areas.

(109) It should also be borne in mind that as most eligible areas were eligible under the 
existing scheme, these areas have benefitted from operating aid in the form of 
regionally differentiated social security contributions. The challenges and 

95 Decision No 225/14/COL, referenced in footnote 3 above, paragraphs 85 to 99.
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depopulation would, therefore, likely have been more profound in the absence of 
the existing scheme.

(110) As regards, in particular, those areas that were previously not eligible, these are, 
as explained in section above, smaller areas with periphery challenges. The 
inclusion of these smaller areas is not of a magnitude capable of affecting the risk 
of depopulation in the assisted areas taken together, as set out above. However, 
while these areas have been included, other areas have been excluded.

 4.6.4 

(111) On the basis of these considerations, ESA concludes that the Norwegian authorities 
have, in accordance with paragraph 57 of the RAG, demonstrated the risk of 
depopulation in the event that operating aid is not granted. In doing so, the 
Norwegian authorities have also identified the challenges that those areas face in 
advance, as prescribed by paragraph 54 of the RAG.

8.3 Incentive effect
(112) As reiterated in paragraph 73 of the RAG, operating aid schemes are considered 

to have an incentive effect if, in the absence of aid, it is likely that the level of 
economic activity in the area concerned would be significantly reduced, due to the 
problems that the aid aims to tackle. In accordance with paragraph 74 of the RAG, 
ESA will, where the EEA EFTA State has under paragraphs 54 to 57 of the RAG 
demonstrated the existence and substantial nature of those problems, consider that 
operating aid provides an incentive to additional economic activity in the area.

(113) On the basis of the analysis undertaken in section above, ESA concluded that 
the Norwegian authorities have, in accordance with paragraphs 54 to 57 of the 
RAG, demonstrated the risk of depopulation in the event that operating aid is not 
granted. It follows from the wording of paragraph 74 of the RAG that this analysis 
is also sufficient to demonstrate the incentive effect of the measure.

 8.2.3 

8.4 Need for State intervention
(114) As set forth in paragraph 77 of the RAG, ESA considers that in the areas included 

in a regional aid map approved pursuant to the rules in section 7 of the RAG, the 
market does not deliver outcomes resulting in a sufficient level of economic 
development and cohesion without State intervention. Aid granted in those areas is 
therefore considered necessary.

(115) As established in section above, the Norwegian authorities have restricted 
the scope of the measure to those areas designated as very sparsely populated 
areas in the approved Norwegian regional aid map. Accordingly, in line with the 
stipulations in paragraph 77 of the RAG, ESA concludes that the requirement of a 
need for State intervention is fulfilled.

 4.6.1.2 

8.5 Appropriateness
8.5.1 The criteria in the RA G

(116) As set forth in paragraph 78 of the RAG, the aid measure must be an appropriate 
policy instrument to address the policy objective concerned.

(117)The  assessment of this involves, first, an appraisal of the appropriateness among 
alternative policy instruments. For operating aid schemes, this requires, as 
stipulated in paragraph 84 of the RAG, a demonstration that the aid is appropriate 
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to achieve the objective of the measure for the problems that the aid aims to 
address.

(118) Second, the assessment concerns the appropriateness among different aid 
instruments. As stipulated in paragraph 85 of the RAG, it is contingent upon the 
EEA EFTA States to ensure that aid is awarded in the form likely to have the lowest 
impact in distorting trade and competition. Where aid is awarded in a form that 
provides a direct pecuniary advantage, the EEA EFTA State must therefore 
demonstrate why other potentially less distortive forms of aid are not appropriate.

8.5.2 The information provided by the Norwegian authorities
8.5.2.1 Comments on the choice of policy and aid instrument

(119) With reference to paragraph 84 of the RAG, the Norwegian authorities acknowledge 
the need to demonstrate the appropriateness of the measure in achieving the 
objective of reducing or preventing depopulation by stimulating employment in the 
eligible areas. In demonstrating this, the Norwegian authorities address, first, the 
link between the state of labour markets and population development. Second, the 
Norwegian authorities seek to establish the impact of the measure on labour 
markets.96

(120) The link between employment opportunities and population development was 
considered in section above on the contribution to regional development and 
cohesion. In that context, the Norwegian authorities referred to an analysis 
performed by the Norwegian Institute for Urban and Regional Research (NIBR).  
The Norwegian authorities also pointed out a recent analysis from the Ministry of 
Local Government and Modernisation.

 8.2 

97

98

(121) As part of demonstrating the appropriateness of the measure, the Norwegian 
authorities have additionally referred to the evaluation of the scheme conducted by 
Samfunnsokonomisk analyse in 2018.  One of the findings made was that the 
stimulation of job creation could reduce or prevent depopulation in eligible areas.

99
100

(122) With respect to the impact of the measure on labour markets, the Norwegian 
authorities have further presented a paper published in the Journal of Public 
Economics.101

(123) In this paper, the authors investigated whether place-based payroll tax incentives 
are effective in boosting employment in low tax areas. The study was based on the 
case of Norway and the discontinuation of the geographical differentiation in social 
security contributions between 2004 and 2006.  One of the findings was that a 102

96 Notification, p. 31.
97 NIBR-report 2012:22, referenced in footnote 90 above.
98 Notification, p. 26.
99 The report on the evaluation of the regionally differentiated social security contributions in Norway, 
referenced in footnote 9 above.
100 Notification page 31.
101 Do place-based tax incentives create jobs?, Ku, Schonberg and Schreiner. Journal of Public 
Economics, Volume 191, November 2020.
102 See section I.2 of Decision No 228/06/COL, referenced in footnote 3 above, for an account of the 
events.
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one percentage point increase in the social security contributions paid by 
employers, led to a decline in local employment by 1.37%.103

103 Notification, p. 17.
104 Notification, p. 27.
105 Notification, p. 17.
106 Notification, p. 29.
107 Notification, pp. 26-27.
108 Notification, p. 27.
109 Notification, p. 27.
110 Notification, p. 27.

(124) In a similar vein, Samfunnsokonomisk analyse concluded in their evaluation that 
repealing the regional differentiation of the social security contributions, would have 
resulted in lower employment and settlement in the eligible areas, and higher 
employment and settlement in the ineligible areas.104

(125) The paper published in the Journal of Public Economics, referred to in paragraph 
above, also considered the effects on wages of differentiating social security 

contributions. An increase of one percentage point in the rate payable was found to 
result in a decline in wages in the local labour market of 0.32%. This implies a pass
through rate of 0.46%.

(125) 

105

(126) Accordingly, the Norwegian authorities consider that the measure will prevent or 
reduce depopulation in the eligible areas, both by increasing employment 
opportunities and by increasing the real income of inhabitants.106

(127) In respect of the requirement under paragraph 85 of the RAG to demonstrate why 
other potentially less distortive forms of aid are not appropriate, the Norwegian 
authorities argue that other types of aid are less efficient, or insufficient, to prevent 
or reduce depopulation.107

(128) As regards the alternative of granting investment aid, the Norwegian authorities 
acknowledge that such aid is capable of increasing employment as a result of an 
increase in production volume. However, investment aid is less effective than 
operating aid in stimulating employment, as the effects are more indirect and less 
certain.108

(129) Recalling that the eligible areas are very sparsely populated and suffering from 
periphery problems, the Norwegian authorities further point out that the effects of 
investment aid measures will decline as profitable investment projects are 
exhausted. As a result of their particular challenges, the issue in the eligible areas 
may be a lack of profitable new investment projects rather than a lack of access to 
risk capital.109

(130) With respect to investments in infrastructure, the Norwegian authorities consider 
such measures insufficient to induce employment in the eligible areas. In view of 
the nature of the terrain, the remoteness of the locations, and the small number of 
people served in combination with economies of scale, measures of this type will 
normally also be costly.110

(131) The Norwegian authorities have also considered aid measures limited to newly 
established undertakings. However, limiting the aid to newly established 
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undertakings would not be appropriate given that all employment opportunities in 
the eligible areas contribute to the furtherance of the objective of reducing or 
preventing depopulation.111

111 Notification, pp. 27-28.
112 Notification, p. 29.
113 It has however been clarified that only the anti-circumvention rule, and not the exemption rule, 
applies in respect of remote work that can be performed from anywhere.
114 Decision No 225/14/COL, referenced in footnote 3 above.
115 Case E-23/14 Kimek Offshore v ESA, referenced in footnote 3 above.
116 Decision No 94/17/COL, referenced in footnote 3 above.
117 Notification, pp. 9-10.

8.5.2.2 Comments on the rules determining what area an economic activity 
should be regarded as taking place in

(132) In line with the objective of preventing or reducing depopulation by stimulating 
employment, the measure is based on the premise that only undertakings 
performing economic activity in the eligible areas should receive aid. This is 
ensured by the application of respectively the main rule, the exemption rule, and 
the anti-circumvention rule.112

(133) As explained in section above, undertakings are as a main rule considered to 
perform their economic activities at the place(s) where the undertaking in question 
shall be registered under the Act on the Central Coordinating Register for Legal 
Entities. As further set out in that section, the Norwegian authorities consider that, 
by virtue of their design, the registration rules will as a main rule ensure that the 
place(s) of registration corresponds to where the registered undertaking actually 
performs economic activities.

 4.6.5 

(134) As was also set out in section  the main rule, the exemption rule and the anti
circumvention rule reflect those rules in place in the period 2014-2021.

 4.6.3,
113

(135) Since the adoption of ESA’s Decision on regionally differentiated social security 
contributions 2014-2020,  the exemption rule has, however, been subject to a 
judgment from the EFTA Court  and a subsequent ESA decision.  In line with 
the findings in the judgment and ESA’s decision, the Norwegian authorities have 
provided specific reasoning on the justification of the exemption rule.

114
115 116

(136) The Norwegian authorities submit that the exemption rule contributes to the 
furtherance of the objective of the measure in four ways.117

(137) First, by supporting ambulant activities in the eligible areas, the exemption rule will 
stimulate increased spending by ambulant workers on goods and services within 
the eligible areas. Such increased spending can contribute to increasing the 
employment and population in the eligible areas by strengthening the local 
economies.

(138) Second, the Norwegian authorities submit that the inclusion of ambulant activates 
through the exemption rule will create similar indirect effects through the transfer of 
knowledge and skills to local firms.
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(139) Third, the Norwegian authorities stress that the exemption rule ensures access to 
specialised labour by facilitating the hiring out of labour from undertakings in central 
areas at lower costs than what would be possible without this rule.

(140) Fourth, the Norwegian authorities argue that the exemption rule will increase 
competition between ambulant services in eligible and ineligible areas. This is 
regarded as economically beneficial for undertakings in eligible areas, as lower 
costs for ambulant activities make it more attractive and profitable to run a business 
in the eligible areas.

(141) With reference to the anti-circumvention rule, the Norwegian authorities underline 
how this rule ensures that aid disbursed actually contributes to the furtherance of 
the objectives of the measure. The rule prevents undertakings registered within an 
eligible area from benefitting from aid, as calculated under the main rule, if more 
than 50% of the work of an employee in a given month is carried out in a zone with 
a higher rate.118

118 Notification, p. 9.
119 Decision No 94/17/COL, referenced in footnote 3 above.

8.5.3 Application of the criteria in the RAG
(142) ESA has assessed the submissions made by the Norwegian authorities, as 

presented above. On this basis, ESA concludes that the information provided is 
sufficient to demonstrate that the proposed differentiated reductions in the statutory 
social security contributions is an appropriate instrument to reduce or prevent 
depopulation in the eligible areas.

(143) In view of the information submitted, ESA is also satisfied that the rules determining 
what area an economic activity should be regarded as taking place in, effectively 
ensure that the reductions granted contribute to the furtherance of the objectives of 
the measure.

(144) As regards, in particular, the exemption rule, ESA notes that this amounts to a 
continuation of the rule assessed in ESA’s decision closing the formal investigation 
into the exemption rule for ambulant services under the existing scheme.  
Accordingly, on the basis of the considerations set out in section 3 of part II of that 
decision, in particular its paragraphs 59-66, ESA considers the exemption rule an 
acceptable element in the appropriate aid measure.

119

8.6 Proportionality of the aid amount (limiting aid to the minimum needed)
8.6.1 The criteria in the RAG

(145) In accordance with paragraph 101 of the RAG, the Norwegian authorities must 
demonstrate that the level of aid is proportionate to the problems that the aid aims 
to address. In keeping with the stipulations in paragraph 102 of the RAG, this 
necessitates, in particular, that:

(i) the aid is calculated in relation to a predefined set of eligible costs that are 
fully attributable to the problems that the aid aims to address;

(ii) the aid is limited to a certain proportion of the predefined eligible costs and 
will not exceed these costs;
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(iii) the aid amount per beneficiary is proportional to the level of the problems 
actually experienced by each beneficiary.

8.6.2 The information provided by the Norwegian authorities
8.6.2.1 The interpretation of paragraph 102(3) of the RAG

(146) The Norwegian authorities submit that paragraph 102(3) of the RAG must be 
interpreted in light of the RAG opening up for compatible horizontal operating aid 
schemes in sparsely and very sparsely populated areas.  When designing such 
schemes, it is evidently not possible to individually identify the level of problems 
that each beneficiary will actually experience in advance. Accordingly, it must 
suffice to identify the problems faced in a generalised manner, and to ensure that 
the level of aid is proportional to this estimation.

120

121

120 Notification, p. 10.
121 Notification, p. 10.
122 Notification, p. 33.
123 Notification, p. 33.
124 The table is based on Table 11-6 of the Notification.

8.6.2.2 The periphery problems reflected in the differentiation
(147) With reference to the requirements in the RAG, the Norwegian authorities refer, 

first, to the link between employment opportunities and settlement structure in 
Norway.  The information demonstrating this link is set out in sections and122  8.2.2 
8.5.2.1 above.

(148) Second, the Norwegian authorities explain that the differentiation of aid intensities 
reflects the differences in periphery problems.  As explained in section  the 
Norwegian authorities have followed an approach incorporating three different 
groups of considerations when identifying the eligible areas and differentiating 
between them. On this basis, the eligible areas have been divided into five 
geographical zones with aid intensities ranging from 3.1% to 12.4%.

123  4.6,

(149) The differences between the different proposed zones in terms of population 
densities, population growth, employment growth and score under the periphery 
index are presented in Table 10.124

Table 10 - Population densities, population growth, employment growth and periphery index

Zone Number of 
municipalities

Population 
density 2020

Population 
Growth 2010

2020

Employment 
Growth 2009

2019

Periphery 
index

I including la 157 67.7 12.8 10.2 78.3

II 91 4.7 -1.0 -2.3 43.6

Ill 36 2.7 -1.1 0.0 42.3

IV 67 4.9 0.9 1.6 46.5

IVa 2 34.2 12.9 14.2 75.7

V 25 1.7 2.1 3.0 47.2

Norway 378 17.7 10.5 8.6 72.8
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(150) As indicated in section  the Norwegian authorities consider migration within 
Norway particularly relevant for the degree of challenges in terms of depopulation. 
As also set out in that section, the level of migration to Norway has varied 
significantly in a relatively short time span.

 8.5.2.1,

(151) Table 11 compares the levels of migration within Norway in respectively the areas 
that are covered by the existing scheme and those areas that are to fall within the 
scope of the measure. The table expresses the average net migration within 
Norway per year per 1 000 inhabitants over the period 2010-2019.125

125 The table is based on Table 11-7 of the Notification.
126 Notification page 34.
127 The table is based on Table 11-8 of the notification.
128 Notification, p. 37.

Table 11 -Migration within Norway

Zone Current scheme Proposed scheme

I 1.5 1.5

II -6.2 -6.0

III -7.4 -4.5

IV -5.8 -7.1

IVa -1.4 -1.4

V -8.7 -8.7

Norway 0.0 0.0

Eligible areas (zone II-V) -5.8 -5.8

(152) As illustrated by this table, all eligible zones are experiencing population losses 
from net migration within Norway.126

(153) The problems experienced also reflect remoteness in terms of distances to central 
markets. The remoteness from the capital of Oslo is therefore set out in Table 12.127

Table 12 - Remoteness from Oslo

Zone Minutes Kilometres

I 98.5 225.6

II 179.1 324.0

III 220.7 380.2

IV 248.4 1192.2

IVa 203.6 1464.0

V 281.0 2036.7

Norway 120.8 352.2

8.6.2.3 Specific comments on zone II
(154)Zone  II consists of 92 municipalities in the southern part of Norway.  As follows 

from Table 12, this zone is the least remote of those eligible.
128
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(155) The most populous municipality in Zone II is Kongsvinger, with 17 829 inhabitants. 
The only other municipalities with more than 10 000 inhabitants are Kvinnherad, 
Ullensvang and Indre Fosen.129

(156) As illustrated by Table 10, depopulation is an ongoing problem. The depopulation 
in the past ten years results in particular from net migration within Norway.130

(157) With respect to labour market regions, Kongsvinger is the largest with over 19 000 
employees. The smallest region of Fedje covers one municipality and 210 
employees.131

(158) As for the economic sectors, the primary industries and manufacturing are 
overrepresented. With 14.2% of the workforce employed in manufacturing, Zone II 
has the highest proportion of workers in this sector. The national average is 
9.8%.132

(159) The public sector is also overrepresented. In 25 municipalities, over 40% of workers 
are employed in the public sector. In Amot, Sondre Land and Bygland, the public 
sector employs more than half of the employees.133

(160) Zone II has the lowest prevalence of private services of the different zones. 
According to the Norwegian authorities, this reflects the relative proximity to urban 
centres outside the eligible areas.134

129 Notification, p. 37.
130 Notification, p. 37.
131 Notification, p. 37.
132 Notification, p. 37.
133 Notification, p. 37.
134 Notification, p. 37.
135 Notification, p. 36.
136 Notification, p. 36.
137 Notification, p. 36.
138 Notification, p. 36.
139 Notification, p. 37.

8.6.2.4 Specific comments on Zone III
(161) Zone III comprises the most peripheral areas in the southern part of Norway. It 

covers 36 municipalities and parts of municipalities, largely consisting of 
mountainous terrain.135

(162) In terms of population, the largest municipality is Oppdal, with 7 000 inhabitants.136

(163) As is evident from Table 10, the areas in Zone III are experiencing depopulation. 
As follows from Table 11, the net contribution from migration within Norway is also 
negative.137

(164) As set forth in Table 12, the municipalities in Zone III are located further away from 
the central markets in Southern Norway than those in Zone II.138

(165) Nord-Aurdal is the largest labour market region with almost 9 000 employees. The 
smallest is Tydal, which covers a single municipality and 363 employees.139
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(166) The share of the primary sector is larger in Zone III than in any other zone. 
Construction is also a large sector, while the representation of the public sector is 
below the national average. However, in seven municipalities, more than 40% are 
employed in the public sector.140

140 Notification, p. 37.
141 Notification, p. 36.
142 Notification, p. 36.
143 Notification, p. 36.
144 Notification, p. 36.
145 Notification, p. 36.
146 Notification, p. 36.
147 Notification, p. 36.
148 Notification, p. 35.

8.6.2.5 Specific comments on Zone IVa
(167) Zone IVa covers the municipalities of Bod0 and Tromso. These are regional centres 

in Northern Norway. The combined population of Bodo and Tromso is 
approximately 130 0O0 inhabitants.141

(168) The population development in Bodo and Tromso has, as illustrated by Table 10, 
been above the national average for the past ten years.142

(169) Bodo and Tromso do nevertheless experience problems as a result of remoteness. 
As illustrated in Table 12, the municipalities are located far away from the capital 
region of Norway. Further, both municipalities have experienced negative net 
migration within Norway in the past ten years.143

(170) The Norwegian authorities stress that the population development in Bodo and 
Tromso should not be seen in isolation from that in the surrounding areas in 
Northern Norway (Zone IV). As elaborated on in the specific comments below, 
these areas suffer from depopulation. In the view of the Norwegian authorities, the 
attractiveness of Bodo and Tromso can, however, counteract depopulation in 
Northern Norway. This is so because Bodo and Tromso are competing with central 
parts of Southern Norway for (im)migrants, and because Bodo and Tromso can 
attract people originally from Northern Norway to move back.144

(171) The Norwegian authorities underline, therefore, that the rates in Bodo and Tromso 
must not be set so high as to induce people to move out of Bodo, Tromso and 
surrounding areas. Such a development would undermine the aim of preventing 
depopulation in Northern Norway.145

(172) The Norwegian authorities, however, acknowledge that Bodo and Tromso share 
many characteristics with more central parts of Norway.146

(173) First, Bodo and Tromso are the two largest labour markets in Northern Norway. 
The labour market region of Tromso has expanded and now consists of four 
municipalities. The region of Bodo covers two municipalities.147

(174) Second, primary industries and manufacturing are not overrepresented. Private 
services, on the other hand, is. The same is true for the public sector.148

(175) With this in mind, the Norwegian authorities do not consider it necessary to apply 
as low rates in Bodo and Tromso as in other areas in Northern Norway. The rates 
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have been set at the highest level considered reconcilable with the risk of 
depopulation.149

149 Notification, p. 35.
150 Notification, p. 35.
151 Notification, p. 35.
152 Notification, p. 35.
153 Notification, p. 35.
154 Notification, p. 35.
155 Notification, p. 35.
156 Notification, p. 34.

8.6.2.6 Specific comments on Zone IV
(176) Zone IV consists of 67 municipalities. These are the areas in Northern Norway that 

are not included in Zones Via and V, adjacent areas in Trondelag, and the island 
municipality of Smola in More og Romsdal.150

(177) The total population of these areas is 308 000 inhabitants. This equates to 5.7% of 
the national population, which represents a reduction of 0.6% compared to the 
share in 2010. As follows from Table 11, the contribution on population levels from 
net migration within Norway is negative, albeit less so than for Zones II and III.151

(178) As set forth in Table 12, the municipalities in Zone IV are remote from the capital 
region. The problems associated with remoteness are smaller than in zone V and 
greater than in zone III.152

(179) Labour market regions are generally small. The largest is the Harstad region, which 
covers 15 000 employees and four municipalities. At the other end of the spectrum, 
the Royrvik region consists of less than 200 employees and one municipality.153

(180) As regards the economic sectors, primary industries such as agriculture, forestry 
and fisheries, are large and important. In six municipalities, over 30% of the 
workforce is employed in fisheries and fish processing. In Træna, Rost, and Væroy, 
more than 40% are employed in fisheries and related industries. The manufacturing 
sector is on the same level as the national average, while the public sector is almost 
as important as in zone V.154

8.6.2.7 Specific comments on Zone V
(181) Zone V consists of 25 municipalities covering the northernmost areas of Norway. 

The combined area of these municipalities amounts to 18.4% of the Norwegian land 
area. By way of comparison, Zone V covers a larger area than each of the countries 
of Belgium, Denmark and the Netherlands.155

(182) The population in Zone V is just over 93 000 inhabitants. The population density is 
thus exceptionally low, at just 1.7 inhabitants per km2.156

(183) As illustrated in Table 10, the population growth has been weak, with a marginal 
growth of 2.1% in the past ten years. By comparison, the growth in the ineligible 
areas has been 12.8%. The contribution from net migration within Norway has 
further averaged -8.7 inhabitants per 1 000 inhabitants in the period 2010-2019.
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This is the highest population loss in the eligible areas due to migration within 
Norway.157

157 Notification, pp. 34-35.
158 Notification, p. 35.
159 Notification, p. 35.
160 Notification, p. 35.
161 Notification, p. 35.
162 Notification, p. 35.
163 Notification, p. 10.

(184) As for the problems experienced in terms of remoteness, the Norwegian authorities 
refer, first, to the considerable distances to central markets. Second, the Norwegian 
authorities underline the long internal distances within Zone V.158

(185) The significant internal distances are reflected in the small size of labour market 
regions. The largest region is Alta, with less than 11 000 employees. The smallest 
region of Loppa comprises only 337 employees.159

(186) With respect to economic sectors, fisheries, fish processing, and agriculture 
dominate in the private sector. In the municipalities of Gamvik, Hasvik, Masoy, 
Batsfjord and Lebesby, more than 30% are employed in fisheries and fish 
processing.160

(187) The share of the manufacturing industry is low compared to the national average 
and, excluding Zone IVa, lower than in all other zones. Activities typically observed 
in central areas, such as trade, and private and financial services, are 
underrepresented.161

(188) More than four out of ten employees within Zone V are employed in the public 
sector.162

8.6.2.8 The rules determining what area an economic activity should be regarded 
as taking place in

(189) As explained in sections and above, the measure is based on the 
premise that only undertakings performing economic activities in the eligible areas 
should receive aid. This is ensured by the application of respectively the main rule, 
the exemption rule and the anti-circumvention rule.

 4.6.5  8.5.2.2 

(190) With reference to the exemption rule, the Norwegian authorities submit that 
employers performing ambulant activities in the eligible areas experience extra 
costs associated with remoteness. These costs include travel costs and 
transportation costs. As such, undertakings performing ambulant services in the 
eligible areas face similar challenges as local undertakings in those areas. The 
inclusion of ambulant activities in the measure through the exemption rule is 
therefore also proportional.163

8.6.3 Application of the criteria in the RA G
(191) As noted above, the Norwegian authorities must, under paragraph 101 of the RAG, 

demonstrate that the level of aid is proportionate to the problems that the aid aims 
to address. This involves, in particular, demonstrating that the conditions in 
paragraph 102 of the RAG are fulfilled.
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(192) With regard to paragraph 102(1) of the RAG, ESA notes that, as the aid takes the 
form of differentiated reductions in the standard rate of statutory social security 
contributions, it is calculated in relation to a predefined set of eligible costs.

(193) These costs of employment are, furthermore, in view of the analysis of the 
appropriateness of the measure undertaken in section above, fully attributable 
to the problem that the aid aims to address. In lack of the aid, employers in the 
eligible areas are not creating or maintaining jobs at a level commensurate with the 
aim of preventing or reducing depopulation in those areas. The requirements in 
paragraph 102(1) of the RAG are thus fulfilled.

 8.5 

(194) With reference to paragraph 102(2) of the RAG, ESA observes that the aid is limited 
to differentiated reductions in the rate of social security contributions generally 
applicable. As such, the aid is limited to a certain proportion of a predefined set of 
eligible costs and will not exceed these costs.

(195) As regards the requirement in paragraph 102(3) of the RAG that the aid must be 
proportional to the level of problems actually experienced by each aid beneficiary, 
ESA notes, first, that the notion of problems must be understood in light of the 
objective of the measure. The objective of the measure is to prevent or reduce 
depopulation by stimulating employment. Therefore, the problems faced by each 
beneficiary are the factors that are disincentivising it from creating or maintaining 
jobs in the eligible areas at a level furthering the objective of preventing or reducing 
depopulation. The cost of employment is one of these factors, as demonstrated by 
the findings of Samfunnsokonomisk analyse, and in the paper published in the 
Journal of Public Economics, referred to in section above. 8.5.2.1 

(196) Second, as correctly observed by the Norwegian authorities, the RAG opens up for 
compatible horizontal operating aid schemes in sparsely and very sparsely 
populated areas. This is in particular evident from paragraphs 11, 15 and 57 of the 
RAG.

(197) The wording of the RAG further foresees that compatible aid measures can include 
aid in the form of tax advantages, including automated tax advantages. ESA refers 
in this respect to paragraphs 85, 139, 140 and 153 of the RAG.

(198) Seeing as how horizontal operating aid schemes on automated tax advantages can 
be compatible with the RAG, the proportionality requirements in paragraphs 101 
and 102 of the RAG must, in ESA’s view, be interpreted in a manner that is 
reconcilable with the nature of such measures. Consequently, an approach of 
generalised estimation, whereby the treatment of different groups of undertakings 
is sufficiently differentiated in advance on the basis of an acceptable methodology, 
is capable of demonstrating the proportionality of the measure.

(199) This position is consistent with that taken under the Guidelines on regional state aid 
for 2014-2020 in relation to the scheme on regionally differentiated social security 
contributions 2014-2020.  ESA notes in this respect that the wording of 
paragraphs 101 and 102 of the RAG does not make any substantive changes 

164

164 See paragraphs 115 to 117 of Decision No 225/14/COL, referenced in footnote 3 above.
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compared with paragraphs 104 and 105 of the Guidelines on regional state aid for 
2014-2020.165

165 Guidelines on Regional State Aid for 2014-2020, OJ L 166, 5.6.2014, p. 44, and EEA Supplement
No 33, 5.6.2014, p.1
166 See paragraphs 115 to 116 of Decision No 225/14/COL, referenced in footnote 3 above.

(200) On this basis, ESA will proceed from the position that the assessment turns, first, 
on the adequacy of the methodology employed by the Norwegian authorities in 
designing the measure, and second, on whether this methodology is reflected in 
the treatment of the different groups of beneficiaries.

(201) As explained in section above, and further elaborated on in section  
the Norwegian authorities have followed an approach including three different 
groups of considerations when designing the measure. These groups are 
respectively the principles in the RAG on the demarcation of areas included in the 
regional aid map, the so-called periphery index, and certain related considerations.

 4.6.1  8.6.2.2,

(202) With respect to the first group, ESA notes that aid is reserved for those areas 
designated as very sparsely populated in the regional aid map. This represents a 
narrowing down of the scope for operating aid compared with that opened up for in 
the RAG, where it is acknowledged in paragraph 15 that operating aid to prevent or 
reduce depopulation can be compatible also in sparsely populated areas.

(203) As for the second group, consisting of the application of the periphery index, ESA 
notes that this index is an official and accepted tool for expressing the degree of 
development challenges in Norwegian municipalities.

(204) Regarding the third group of related considerations, the Norwegian authorities 
have, as illustrated by the information presented in sections to  
above, performed their analysis on the basis of factors commonly associated with 
regional challenges. The factors taken into account include the population 
densities, the population growth, the employment growth, the contributions from 
net migration within Norway and net migration to Norway, as well as the remoteness 
from central areas. The Norwegian authorities have further considered the size of 
labour market regions and the prevalence of different economic sectors.

 8.6.2.2  8.6.2.7

(205) As explained in section above, the Norwegian authorities have also employed 
what they refer to as domestic priorities, as part of the related considerations. These 
include the need for continuity, the avoidance of distortive effects between areas in 
Norway, and of ensuring equal treatment of areas.

 4.6.1 

(206) As was also the case with respect to the scheme on regionally differentiated social 
security contributions 2014-2020, ESA considers that the methodology followed by 
the Norwegian authorities when designing the measure, is adequate for identifying 
the eligible areas and differentiating between them.  The methodology involves 
an application of well-reasoned and accepted parameters. With respect to the 
domestic priorities involved in the third group of considerations, these are consistent 
with the aim of ensuring a precise aid instrument. It is normal to consider signalling 
effects and the need to avoid distortion when designing tax measures.

166

(207) As identified in section  and further explained in sections to  
the methodology is not only reflected in the identification of what areas should be 

 4.6.1,  8.6.2.2  8.6.2.7,
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eligible, but also in their differentiation in terms of aid intensities. The aid intensities 
vary between the different zones, reflecting the degree of challenges established. 
The methodology employed by the Norwegian authorities is therefore properly 
reflected in the treatment of the different groups of beneficiaries.

(208) This point of view is not called into question by the positive development in some 
smaller areas, including in Zone IVa. ESA refers in this respect to its analysis of the 
risk of depopulation in section above. As reflected in that section, and 
substantiated by the submitted information presented in section  a 
comparatively positive development in some smaller areas is necessary for 
attaining the objective of reducing or preventing depopulation in the very sparsely 
populated areas of Norway. This involves including some regional or local centres 
that are, when eligible for operating aid under the measure, to a certain extent 
capable of competing for inhabitants with the major cities of Norway.

 8.2.3 
 8.2.2,

(209) As regards the rules determining what area an economic activity should be 
regarded as taking place in, ESA is satisfied that the main rule, the exemption rule 
and the anti-circumvention rule ensure that only undertakings performing an 
economic activity in an eligible area receive aid, and that the level of aid reflects the 
problems experienced. As regards, in particular, the exemption rule, ESA concurs 
with the Norwegian authorities that it can be expected that undertakings performing 
ambulant services, to the extent that these are performed in eligible zones, face 
challenges of a similar nature and magnitude as local undertakings. Challenges 
such as transportation costs, travel costs, and the distances to consumers and 
business partners are dissuading undertakings from establishing a sufficient level 
of economic presence to prevent or reduce depopulation in the absence of state 
intervention.

(210) On the basis of these considerations, ESA finds that the Norwegian authorities have 
sufficiently established that the aid is proportional to the level of problems actually 
experienced by each aid beneficiary, as required by paragraph 102(3) of the RAG. 
The above factors also amount to a sufficient demonstration that the level of aid is 
proportionate to the problems that the aid aims to address, in accordance with 
paragraph 101 of the RAG.

8.7 Avoiding undue negative effects on competition and trade
(211) As reiterated in paragraph 39(5) of the RAG, the negative effects of the aid on 

competition and trade must be outweighed by its positive effects. The criteria for 
assessing this are set forth in Section 5.6 of the RAG. The starting point for the 
analysis is, pursuant to paragraph 104 of the RAG, that the negative effects in terms 
of distortions of competition and impact on trade between the EEA States must be 
limited, and that these negative effects must not outweigh the positive effects of the 
aid to an extent that would be contrary to the common interest.

(212) With respect to operating aid schemes, ESA considers, as stipulated in paragraph 
135 of the RAG, that if the aid is necessary and proportional to achieve the 
contribution to regional development and cohesion, the negative effects of the aid 
on competition and trade between the EEA States are likely to be compensated by 
positive effects. In some cases, however, the aid may result in changes to the 
structure of the market or to the characteristics of a sector or industry, which could 
significantly distort competition through barriers to market entry or exit, substitution 
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effects, or displacement of trade flows. In the latter cases, ESA considers that the 
negative effects are unlikely to be compensated by positive effects.

(213) On the basis of the analysis undertaken in sections and above, ESA 
concluded that the aid is necessary and proportional to achieve the prevention or 
reduction of depopulation in the eligible areas. Based on the information submitted 
by the Norwegian authorities, ESA is furthermore satisfied that the positive effects 
are not outweighed by negative effects.

 8.4  8.6 

(214) In this respect, ESA notes, first, that as underlined by the Norwegian authorities, 
the measure amounts to a continuation of a scheme that has its roots back in 1975. 
As noted in Section  the existing scheme was evaluated by Samfunnsokonomisk 
analyse in 2018.  This analysis also looked at the impact of the scheme on 
competition.

 3,
167

168

(215) In their analysis, Samfunnsokonomisk analyse found that while areas in Norway 
have been subject to regionally differentiated social security contribution rates for a 
long time, the proportion of undertakings engaged in international trade was not 
significantly higher within the zones with reduced rates. Samfunnsokonomisk 
analyse further found that very few beneficiaries active in cross-border trade 
received aid above the de minimis threshold.169

(216) Since the economic realities and trends underlying the analysis made by 
Samfunnsokonomisk analyse remain pertinent to date, ESA considers that the 
findings in that analysis are relevant also for the period covered by the measure, 
including in relation to the amendments to the existing scheme.

(217) ESA notes, second, that the measure is designed in a way that should effectively 
ensure ex ante that the negative effects are limited to an extent where they do not 
exceed those positive effects brought about by the measure.

(218) The measure amounts to an automated, horizontal operating aid scheme which is, 
barring the exclusions necessary under the RAG, open on a non-discriminatory 
basis to all undertakings active in the designated areas. As follows from the 
foregoing analysis, the aid intensities are furthermore limited to the minimum 
necessary, in view of the problems faced by each beneficiary.

(219) The rules determining what area an economic activity should be regarded as taking 
place in for the purposes of the scheme, as described in section  are 
furthermore, as reflected in sections and  ensuring that only undertakings 
performing economic activities in an eligible area receive aid, and that the level of 
aid reflects the problems experienced. As regards, in particular, the exemption rule, 
ESA shares the view of the Norwegian authorities that it counteracts undue 
negative effects on competition and trade by ensuring a level playing field for 
undertakings active in the eligible areas. In keeping with this, undertakings 

 4.6.5,
 8.5  8.6,

167 The report on the evaluation of the regionally differentiated social security contributions in 
Norway, referenced in footnote 9 above.
168 Notification, p. 38.
169 Notification, p. 38.
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registered outside Norway may benefit from the exemption rule to the same extent 
as undertakings registered in Norway.170

170 Notification, p. 10.
171 Decision No 225/14/COL, referenced in footnote 3 above.
172 The report on the evaluation of the regionally differentiated social security contributions in 
Norway, referenced in footnote 9 above.
173 Decision No 225/14/COL, referenced in footnote 3 above.
174 Notification, p. 40.

(220) ESA concludes on the basis of the above that the measure is designed in a manner 
avoiding undue negative effects on competition and trade.

8.8 Transparency
(221) As stipulated in paragraph 39(6) of the RAG, EEA States, ESA, economic 

operators, and the public must have easy access to all relevant acts and information 
on aid awarded. The RAG accordingly include conditions on transparency.

(222) Based on the commitments made by the Norwegian authorities, as presented in 
section above, ESA concludes that the measure fulfils the applicable 
transparency requirements in section 5.7 of the RAG.

 4.9 

8.9 Evaluation
(223) The measure is, as described in section above, an immediate successor of the 

scheme on regionally differentiated social security contributions for the period 2014 
to 2021. As further described in section  only minor adjustments have been 
made to the geographical scope compared with this existing scheme. Accordingly, 
the measure covers a similar objective and geographical area.

 3 

171  4.6.4,

(224) The existing scheme was, as also identified in section  subject to an evaluation in 
2018.  The evaluation report, delivered in compliance with the commitments 
referred to in section I.11 of the Decision on regionally differentiated social security 
contributions 2014-2020,  did not generate negative findings.

 3,
172

173

(225) Pursuant to paragraph 144 of the RAG, ESA will, on this basis, not require that the 
measure be subjected to an ex post evaluation.

8.10 Reporting and monitoring
(226) The Norwegian authorities have confirmed that they will submit to ESA annual 

reports, as prescribed by paragraph 201 of the RAG.  On the basis of the system 
described in section above, ESA is furthermore satisfied that the Norwegian 
authorities will ensure that detailed records on aid awards are kept pursuant to the 
requirements in paragraph 202 of the RAG.

174
 4.7.3 

9 Conclusion
(227) On the basis of the above assessment, ESA considers that the measure constitutes 

state aid within the meaning of Article 61(1) of the EEA Agreement. Since ESA has 
no doubts that the aid is compatible with the functioning of the EEA Agreement, 
pursuant to its Article 61(3)(c), it has no objections to the implementation of the 
measure.
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(228) The Norwegian authorities have confirmed that the notification does not contain any 
business secrets or other confidential information that should not be published.

(229) For the EFTA Surveillance Authority, acting under   Delegation Decision No
068/17/COL,

Yours faithfully,

Bente Angell-Hansen
President
Responsible College Member

Melpo-Menie Josephides 
Countersigning as Director, 
Legal and Executive Affairs

This document has been electronically authenticated by Bente Angell-Hansen, Melpo- 
Menie Josephides.

Annexes: Map presenting geographic scope (Document No 1255461), information on 
statistical units in municipalities that have been split (Document No 
1255462)

http://www.eftasurv.int/da/DocumentDirectAction/outputDocument?docId=4174
http://www.eftasurv.int/da/DocumentDirectAction/outputDocument?docId=4174

