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FOREWORD

Regulatory reform has emerged as an important policy areain OECD and non-OECD countries.
For regulatory reforms to be beneficial, the regulatory regimes need to be transparent, coherent, and
comprehensive, spanning from establishing the appropriate ingtitutional framework to liberalising network
industries, advocating and enforcing competition policy and law and opening external and internal markets
to trade and investment.

This report on Moder nising Regulators and Supervisory Agencies analyses the institutional set-up
and use of policy instruments in Norway. It also includes the country-specific policy recommendations
developed by the OECD during the review process.

The report was prepared for The OECD Review of Regulatory Reform in Norway published in
2003. The Review is one of a series of country reports carried out under the OECD’s Regulatory Reform
Programme, in response to the 1997 mandate by OECD Ministers.

Since then, the OECD has assessed regulatory policies in 16 member countries as part of its
Regulatory Reform programme. The Programme aims at assisting governments to improve regulatory
quality — that is, to reform regulations to foster competition, innovation, economic growth and important
social objectives. It assesses country’s progresses relative to the principles endorsed by member countries
in the 1997 OECD Report on Regulatory Reform.

The country reviews follow a multi-disciplinary approach and focus on the government’'s
capacity to manage regulatory reform, on competition policy and enforcement, on market openness, on
specific sectors such as telecommunications, and on the domestic macro-economic context.

This report was prepared by Stéphane Jacobzone, Directorate for Public Governance and
Territorial Development, and Marie-Anne Frison-Roche, Institut d'Etudes Politiques. Hughes Bouthinon-
Dumas provided research assistance. It benefited from comments provided by colleagues throughout the
OECD Secretariat, as well as close consultations with a wide range of government officials,
parliamentarians, business and trade union representatives, consumer groups, and academic experts in
Norway. However, given the time constraints, this report was reviewed by the Norwegian authorities but
was not peer reviewed by an OECD official body. It is published under the authority of the OECD
Secretary-General.
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1.1 INTRODUCTION: the CHALLENGES FACING THE institutional organisation of the
NORWEGIAN system

12 Recent Trends
1.2.1 Therecent trendswith regardsto independent Bodies and building market-oriented institutions

The modern public governance led a number of OECD countries to establish independent bodies or
agencies with a differentiated governance structure, in order to "improve the efficiency and effectiveness of
government entities with specialised functions', and also "improve the legitimacy and expertise of
decision-making". These agencies, in various forms, play a significant role in OECD countries, with up to
131 executive agencies and 1 035 non-departmental bodies in the UK, 300 central agencies in Sweden and
79 crown entities in New Zealand (OECD 2002c). While some of these agencies have a purely managerial
function, others are in fact exerting supervisory or regulatory functions. When they perform this role, they
are known as “independent regulators’, or in a broader sense, independent supervisory bodies.

Independent regulators are a key component of regulatory reform and one of the most widespread
ingtitution of modern regulatory governance (See box 1). These ingtitutions are often at arm's length from
the ministries or even the executive power. They are increasingly used when competition is being
established in formerly monopolistic industries, including utility sectors with network characteristics such
as energy and telecommunications, and in other sectors where sector-specific prudential oversight is
needed such as financia services.

The expected benefits from setting up independent regulators are to protect market interventions from
direct politica interference and also from the influence of specific interests, such as those of the firms
regulated. Independence is also expected to go hand in hand with transparency, stability and expertise. The
economic benefits of market openness, in terms of domestic and international investment, have been
greatest in the sectors where independent regulators are prevalent, though the causality remains ambiguous.

However, independent regulators are not immune to risks, because they may "slow structural change"
and obstruct convergence between sectors or lead to ingtitutional rigidities. They may also contribute to
fragmenting governmental policies and actions, in particular in the case of competition policy. They are
also not necessarily exempt from any risk of capture. In addition, when setting up independent bodies,
accountability is not automatically ensured and may be improved by setting out explicit objectives and
requirements for reporting to Parliament and Government such as procedural requirements and substantive
judicial review. Therefore, implementation requires careful review.

Box 1. Independent regulators in the OECD work on regulatory reform

Independent regulators have been considered in various ways as part of the OECD Work". This was
reflected early on in the OECD 1997 Recommendations which advised governments to, inter alia "Create
effective and credible mechanisms inside the government for managing and co-ordinating regulation and
its reform".

In its reviews of regulatory quality in 16 countries to date, OECD (2002d) "welcomed the move to establish
independent bodies", because this trend offers great potential to improve regulatory efficiency. Specialised
and more autonomous regulators are likely to yield faster and higher quality regulatory decisions and are
characterised by more transparent and accountable operations. Where they have been most effective and
credible, their independence and roles have been based on a distinct statute with well-defined functions
and objectives. However, in light of the risks mentioned above, it is crucial to address key institutional
design issues in order to reap the full anticipated benefits of setting up independent regulators.
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This has led to a call for "comprehensive reviews of the independent regulatory bodies to identify problems
and develop consistent solutions. More work by the OECD to monitor and assess best practices in
designing these important regulatory institutions would further assist countries in ensuring that they vyield
the expected benefits in market performance while respecting norms of transparency and accountability".2
The current review of supervisory bodies in Norway could therefore represent a first step, i.e. a case study
in this process.

1.2.2 Supervisory bodiesin Norway: the concept of tilsyn

In Norway, supervisory bodies are known by the term of “tilsyn® (See Box 2.). This term includes
various concepts such as supervisory agencies, inspection commissions or surveillance agencies, and
economic regulators.* The borderline between tilsyn and other types of administrative agenciesis not clear-
cut. A tilsyn may indeed have few or no regulatory functions. tilsyn are normally organised as part of the
administration at large in order to manage in a decentralised manner one or various administrative services.
It is common that different laws state which supervisory body shall have the responsibility to perform
supervisory activities. Actually, the number of regulatory enforcement and economic tasks delegated to
tilsyn explains the relative small size of central ministries. However, a distinction between regulatory and
specifically administrative functions remains when distributing the powers between the tilsyn and
overseeing ministry. In theory, the system relieves ministers from the burden of the administrative
management, helping them to focus on their "steering” function, which is strategic decision making.®

In 2002, the Ministry of Labour and Government Administration inventoried 39 tilsyn with various
roles’. Each tilsyn has its own specific characteristics depending on the circumstances under which they
perform supervisory activities and the reforms that it has undergone. For example, the tilsyn in charge of
protecting data privacy (Datatilsynet), has complete independence of decision-making while others are
directly under the supervision of a ministry in the competition arena. This reflects the historical process
through which tilsyn have been created in a fragmented way without a whole of government perspective.

Box 2. The concept of tilsyn and managing the State through separate bodies

The Norwegian term (tilsyn), will be used throughout the report to describe the Norwegian Supervisory
Bodies. tilsyn belong to the broader category of agencies created by law to perform a specific function or
supervise a given sector. Generally, the tilsyn is an entity attached to a ministry, run by a director or board,
but with greater autonomy than a department integrated into the administration of a ministry. Some of
these entities are called direktorat. There are no general distinctions between agencies under the two
terms, and tilsyn as used in this report includes also the group of direktorat. Some of these tilsyn are close
to independent regulators in other countries, such as the Competition Authority or the Banking Insurance
and Securities Commission, while others are still having supervisory functions connected with a ministry
structure (Directorate of Public Roads).

1.2.3 The scope of the current report

For the current report, a sample of 11 tilsyn has been selected, which fal into the three main
categories”:
e monitoring risks (health, environmental, transport-related, etc.);
e protecting civil liberties and democratic values
e ensuring economic and competitive aspects of market functioning.

The 11 tilsyn selected for this report are presented according to the main categories below:
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MONITORING RIsK PROTECTING CIVIL ECONOMIC REGULATION

LIBERTIES

Civil Aviation Authority = Data Inspectorate = Competition Authority =
Luftfartdilsynet Datatilsynet Konkurransetilsynet

Railway  Inspectorate = Banking, Insurance and Securities
Jernbanetilsynet Commission (BISC) = Kredittil synet

Directorate of Public Roads = Post and telecommunications authority
Statens vegvesen/V egdirektoratet = Post- og teletilsynet

Pollution Control Authority = Norwegian Water Resour ces and Ener gy
Statens forurensningstilsyn Director ate = Norges vassdrags- og

energidirektorat

Board of Health = Statens Petroleum Director ate = Oljedirektoratet
helsetilsyn

Petroleum  Directorate =
Oljedirektoratet

Norwegian Water Resources
and Energy Directorate = Norges
vassdrags- og energidirektorat

A more detailed description of this example is presented in ANNEX 1. This description refers to the
ingtitutional system as of end 2002. Some of the tilsyn have a long history, such as the competition body,
one of the earliest in Europe, the Banking Insurance and Securities Commission® or the Water resources
and electricity body, which all had forerunners established by the 1920s. Other bodies are more recent,
such as the civil aviation authority (2000). Significant reforms were undertaken in the late 1980s and early
and mid 1990s, with the establishment of the Banking, Insurance and Securities Commission (BISC) in
1986, on of the few in Europe to take an integrative approach to the whole financial sector, the setting up
of the telecommunications' regulator in 1987 and the reshuffling of the competition authority in 1994.

ANNEX 1. General Description of selected Norwegian supervisory bodies (tilsyn), as of January 2003

1.3 A dynamicfor changein theframework of supervisory bodies

1.3.1 Recenttrendsin the administrative environment in Norway

The Norwegian model of public administration is characterised by two main features. On the one
hand, the supervision system is highly decentralised compared with other countries, reflecting the Nordic
approach in trust-based decision-making (see Chapter 2). As early as 1970, a strong and active Parliament
created agencies and made ministers accountable for their results: the Modalsli committee recommended
that Ministries should concentrate upon policy-making responsibility while technical decision making
could be devolved to autonomous, non-departmental agencies, which are nevertheless still highly
dependent on the political impetus from the center.’ This could prompt greater efficiency and result in a
clearer definition between political and administrative tasks. In this system, the courts play only a minor
role, when compared with other countries.
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On the other hand, a series of new internal and external forces have challenged the system, in terms of
increasing market openness to competition, of defining new roles for state enterprises and integrating the
economy into the European market through the EEA agreement. In the late 1980s and early 1990s, the
government launched a number of privatisation, deregulation and market reforms with a significant impact
on a number of sectors such as the financial sector, telecommunications and the electricity sector. This aso
had an impact on the application of general competition law. Membership to the European Economic Area
influenced market supervision agencies, either to establish new supervisory bodies, such as in
telecommunications or to make significant changes to their regulatory powers.

The forces towards opening the product and capital markets' still exert pressure and are related to a
demand for greater independence of decision making in market-related matters:

— The move towards competitive markets in sectors or fields where services were
previoudy provided by a monopolistic public sector, reveals the problem of conflicts of
interests. The State is both the owner of the major operator on the market, and the
regulator of the same market. This could be solved in theory through direct privatisation
of the major operator. However, privatisation does not solve the problem of market
power. In addition, in the Norwegian context, it faces specific feasbility problems due
to the size of the domestic financia market (OECD 2003c) and also the considerable
opposition of Parliament. The independence of decision-making has to be pursued by
other means, for example by clarifying the various roles of the State, as a shareholder
and as a regulator. The management of non strategic assets has been transferred to a
specific ministry, the Ministry of Trade and Industry (See chapter 5). This means the
State is increasingly acting as a regulator rather than a promoter or actor of the
economy.

— The growing integration into the Nordic (especidly for energy) and European markets
is also adriving force for more independence. As a member of the European Economic
Area (EEA), Norway is closely associated to the European Union. This has implications
for transcribing the European Directives in Norwegian law. For example, the European
Directive on privacy and the use of personal data led to the reform of the regulatory
authority responsible for personal data (Data Inspectorate) in 2000. European directives
on the opening up of telecommunications have also played a key role in supporting
regulatory authorities that are independent of the political authorities for this sector. In
the case of energy, and more precisely electricity markets, deregulation of the
Norwegian market and the Nordic arrangements established under the Nord Pool
agreement, preceded the rest of the European agreements on market openness.

However, at the end of 2002, Norway remained at a crossroads in addressing such challenges. The
ingtitutional transformation remains incomplete. Some tilsyn have established a strong reputation for
independence de facto, such as the Competition authority and the BISC. However, current appea
mechanisms for specific decisions tend to undermine this independence. The definition of powers and
functions, and budgetary system to support more independent action are still based de jure on the 1970s
system, which provides only weak guarantees for independence.
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1.3.2 Theneedfor reform and itsimpact on supervisory bodies

The government acknowledged the need for reform and released a programme “Modernising the
Public Sector in Norway” , which includes inter alia the request for the following elements™:

— A lesscomplex public sector.
— A consistent system of rules and easy accessto information.

— Improved confidence in the public sector, with a sound division between the various
roles, as authority, owner, service provider source of financing and control body.

The last point would allow exposing service production to competition and requires strengthening
public supervisory bodies™ In 2002 the government established a programme “Modernising the Public
Sector in Norway”. A cabinet committee oversees the implementation of the programme. The agenda
includes reviewing and simplifying legislation in general and competition law in particular, an action plan
to reduce administrative burdens on business, and it introduces requirements to estimate total costs in
connection with tenders, investments and reorganisations of service provision. It also announces a review
of the feasibility of extending the use of outcome-based systems of financing, and the launch of areview of
thetilsyn.

This statement to Parliament was accompanied by a thorough review of the tilsyn'®, The purpose of
the review consisted in strengthening the supervisory and control functions to reinforce the expertise while
clarifying some of the functions, and to review the appropriate location of the supervisory activities. This
process culminated in the release of a White Paper in early January 2003", which calls for reinforcing the
independence of the supervisory agencies, redefining the boundaries for many of these agencies and
providing a better horizontal co-ordination. The White Paper also proposed a number of changes in terms
of the localisation of the agencies (See box 3).

This proposed reform can be considered as a preventive and proactive move that will improve the
overall public governance system. One noteworthy feature of this reform, compared with other countries, is
that it does not result from a major crisis or blatant institutional dysfunctions. The reform is intended to
promote efficiency and productivity through a clearer division of tasks and responsibilities and through
reinforcing independence. The intention is to establish a common basis for al tilsyn, and leave the specific
aspects to be developed later in each specific field.

Box 3. The 2003 White Paper for improving the quality of the institutional framework of the tilsyn

The 2003 White Paper was prepared as a report to the Parliament (Storting), in order to present the pathway to
modernising the institutional framework for the tilsyn in Norway and will be followed by proposals of law amendments
to be submitted for Parliament’s approval. The White Paper has been prepared under the auspices of the Ministry of
Labour and Government Administration after consulting with the relevant ministries. The objectives of the white paper
are to

Increase the independence of the tilsyn in relation to superior ministries.

In particular, the white paper proposes:
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- To distinguish between the political role of Ministers, in terms of weighing social considerations and
priorities, and express these into general norms approved by law. The tilsyn should be more focused on the
implementation function, with clear and unambiguous technical objectives, leaving the major trade-offs to
the ministers. Their role is to enforce their resolutions and professionally guide or instruct the objects under
supervision, in order to act more efficiently.

- That the possibilities of ministries of instructing supervisory agencies be cut off and that the decisions of
supervisory agencies only be referred to special appeal bodies that will be set up. In cases or areas where
specific important and/or fundamental considerations commend, the law would allow the whole government
(King in Council) to alter the decision of the supervisory agencies and the special appeal body.

This will apply to the working life of the new supervisory authority, the new petroleum agency (see below), the
subordinate agencies to the ministry of transport and Communication (Railway Inspectorate, Civil Aviation Authority),
the Ministry of Trade and Industry (Norwegian Maritime Directorate) and the Competition Authority currently under the
Ministry of Labour and Government Administration.

Improve the clarity of the horizontal design of the tilsyn
The White paper proposes to:

- Establish a new Petroleum Agency to perform and coordinate safety and Working Environment Supervisory
activities in the petroleum off shore industry and a few land-based sites in the same industry.. This agency
will include the area of safety and work environment from the Norwegian Petroleum Directorate and
resources from the Directorate for Civil Protection and Emergency Planning and the Norwegian Labour
Inspection Authority.

- Replace the electrical safety directorate and the Directorate for Civil Defence and Emergency Planning by
the Directorate for Emergency Planning and Public Safety, in charge of organising industrial safety and
security, and under the Ministry of Justice instead of the Ministry of Labour and Government Administration.

- Establish a “Norwegian Working Life Supervisory Authority”, which will be given the coordinating role for all
supervisory agencies concerned with activities related to business and trade industry, and will no longer
have a board involving social partners.

- Draw a borderline between the tasks of the competition authority and the tasks of sectoral agencies, such
as the NBISC, the Norwegian Post and Telecommunication Authority, and the Norwegian Water Resources
and Energy Directorate. The competition-oriented role of sectoral regulators will be to assist the competition
authority in its function with sector-specific considerations. Sectoral specific regulation for finance, post and
telecommunications will also be downsized.

1.3.3 An analytical pathway to the report

Choosing an analytical pathway for analysing the Norwegian tilsyn was a challenging task. The tilsyn
considered in this report represent a sort of hybrid category, which includes bodies performing functionsin
terms of economic regulation, such as competition, telecommunication, electricity, oil or financia services,
but also bodies specialised in safety issues, for the railways or the civil aviation, and bodies specialised in
civil liberties and public health. The OECD has conducted some preliminary research™ but an agreed
methodology is still to be developed. A recent review conducted in the United Kingdom used the principles
of good regulation (transparency, accountability, proportionality, consistency and targeting) to consider the
regulatory framework for three industries. However, the current report had to address a broader set of
ingtitutions, which also included the competition agency.

The approach selected for this report was derived from the Norwegian approach itself, which

corresponded closely to an analytical framework developed for assessing French regulators'®. This leads to
the following pathway of analysis (See Box 4):

© OECD (2003). All rights reserved. 10




- Balancing independence and accountability

- Analysing the function and purpose of the various agencies, which includes:
- Theinstitutional design of the sectors and the coordination between the tilsyn
- The powers of thetilsyn

Coordination is a complex question, which includes both the application of competition law
provisions and sector specific regulation (OECD 2000). The coordination between regulators arises for
example in the field of health and safety, when severa regulators have overlapping jurisdiction, resulting
in complex arrangements with the regul atees.

In addition, this report was also intended to explain the auditing mechanisms and how to assess the
performance of the tilsyn. The evaluation of performance requires measuring the outcomes or outputs of
the tilsyn's decision in relation to the objectives which had been initialy fixed, and also taking into account
the inputs and resources alocated to them. The assessment requires defining indicators of regulatory
performance, together with indicators of inputs, such as authority, staff resources, expertise and legal
powers.

This defines the analytica pathway selected for this report. Section 2 discusses the notions of
independence and accountability and section 3 analyses the horizontal design. The design of an effective
regulatory system is addressed in section 4 and section 5 focuses on evaluating the performance. In each
case, the report introduces the main analytical principles and their current application in Norway. The
report relies on the international perspective, to the extent that relevant comparative data are available. This
leads to an analytical discussion, which takesinto consideration policy options.

BOX 4. A framework for analysing tilsyn
The definition of aframework for analysing tilsyn or independent regulatorsin a market based economy can be
organised into two axes (see figure):
1) A vertical axis, corresponding to of hierarchical relationships between tilsyn and ministries

2) A horizontal axis, corresponding to the relative specialisation and co-ordination of the agencies. This specialisation
can be divided into two subdimensions:

2.1 Function: type of duty and powers. inspection, advice, licensing, authorisation
2.2 Purpose (or sector): health, security, free markets

Asaresult, thisis even a"three dimensional" framework.

Horizontal axis—\ Min‘?ﬁ -

Supervision specialisation: by function or purpose/sector

Vertical axis

A
v

Agencies
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2 INDEPENDENCE AND ACCOUNTABILITY OF SUPERVISORY AGENCIES

Many of the Norwegian tilsyn have their existence rooted in a tradition of decentralised
administration, which depends on the political impetus from the centre. In that context, independence and
accountability mechanisms had to be taken into account. As options for change are being considered, the
discussions in this section will focus on the challenges of transition from a system of dependence, although
limited in practice, to one of relative independence with limited rule-making power.

2.1 TheNorwegian system today: a relative dependence of thetilsyn

211 Thehigtorical legacy

In Norway, the tilsyn do not al have the same status. Each one has come to have its own specific
characteristics, depending on the results of the legislative provisions under which it was created and the
reforms that it has undergone. For example, some tilsyn have complete independence of decision-making
with respect to the minister to which they are attached. This is the case in particular of the Data
Inspectorate, which is responsible for safeguarding civil liberties and privacy potentially threatened by the
collection, storage and processing of personal data. In other cases, the tilsyn is placed under the
responsibility of an official within the central administration and is therefore an administrative unit
connected with the ministry, although it has specific autonomy to carry out its missions. An example in this
regard is the tilsyn in charge of public roads (Directorate of Public Roads). Consequently, most tilsyn are
agencies that are relatively autonomous in their day-to-day functioning, but remain under the hierarchical
authority of aminister.

This explains why some tilsyn, such as the Norwegian Data Inspectorate, are independent of the
ministry, while most others remain subject to ministries which can overrule their decisions. Some tilsyn,
such as the Norwegian Board of Health, are also governed by a director-general, while others have adopted
the board method, such as the legidation stipulated in 1986 for the Banking, Insurance and Securities
Commission. Another example of this inconsistency is the fact that some tilsyn, such as the Norwegian
Competition Authority, receive their funding from the general government budget, while others are funded
by contributions from the sector itself, as is the case for the Norwegian Post and Telecommunication
Authority.

In 1994, the reform of the competition authority left the possibility of individual instructions and
appea of the decisions of the body under the responsibility of the Minister for Government and Public
Administration, which is quite different from a number of comparable OECD countries. In some cases, the
regulatory bodies have kept several functions based on historical reasons and the regulatory activity is only
one of the functions assumed by the regulator, as is the case for water and electricity or for petroleum.
Some of the features of the regulators also depend on when they have been established, and the dominant
thinking of that time for this type of institution. For example, in the field of health and privacy, specid
appea boards for the regulators’ decisions have been established from the start, which is not the case for
other tilsyn. Finally, the regulators were delegated significant powers, in terms of rulemaking, for
preparing and enacting some of the rules, as is the case for the national board of health. Therefore their role
was not necessarily confined to enforcing therule.
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Amid these inconsistencies produced by history, the 1967 Act remains a reference point, as it
generally determines the legal relationships between authorities governed by public law. It lays down the
principle of the subordination of administrative bodies to ministers. Successive laws have gradually freed
various authorities from this dependency. In this respect, Norway developed in much the same way as
other countries, such as the United Kingdom and France.

2.1.2 A comparative cross-sectional overview

The key features of governance of the tilsyn in Norway reveal a certain level of dependence to the
politica power (ANNEX 2). Most of the bodies have a Director General, and not a collegial board. A
collegia board is thought to be conducive to stronger independence than a single director generd
nominated by the political power. A second important feature is the terms of office. When it is indefinite,
as is the case for the competition authority, the railway inspectorate or the civil aviation authority, then it
considerably reinforces the independence of the director general, but in a not very common way. In other
cases, when it is for a fixed duration and it is renewable, subject to the decisions of the political power,
independence is weaker. Thisis the case of many tilsyn. In addition, many of these bodies can still receive
instructions from the executive power on individual matters, asis the case for competition, communication,
petroleum and the transport sector. However, the health and safety field seems to be less bound to these
individual instructions. Most of the tilsyn are relying on public funds, which results in yearly agreements
with fixed targets in relation to the supervising ministry. In substance, many of these agencies are in some
way accountable to the ministries and report to the ministries.

ANNEX 2. I ndependence and financing of selected Norwegian supervisory bodies

A second key feature is the current system of appeal, which leaves the authority of deciding on
appeals normally with ministers (ANNEX 3). The system is based on the Public Administration Act*’ of
1967, gtating that the minister shall exercise regulatory powers by implementing laws through genera and
specific decisions. Section 28 of this Act lays down the principle of how appeals shall be directed to the
administrative agency (the appellate instance) which is the immediate superior to the administrative agency
that made the administrative decision. If the decision is given by atilsyn, the appellate instance will be the
relevant ministry. However, it is custom that ministers consult the whole government in a Cabinet meeting
when ruling on matters that may be controversial or otherwise of importance. In the case in which the
minister is legally invested with the authority to make a decision — which may be based on investigations
carried out by regulatory authorities — this decision can be appeaed to the supreme political and
administrative authority, namely, the King in Council. Exceptions to this system can only be made if
provided for by a special law, as was done for the Datatil synet, whose decisions are appealed to an ad hoc
appeal body.

ANNEX 3. Possihility of appeals after decisionsare led or instructed by selected Norwegian
supervisory bodies

2.2 Aninternational perspective

The debate on the notion of independence is far from being at the internationa level. Independenceis
a new requirement in the organisation of the relationship between government and the economy, which
still needs to be put into practice in a number of countries. However, the concern for independence is now
encountered everywhere, and the fact that something which was formerly of no concern has now become
S0 important, can generate scepticism.
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In a number of countries, the competition authorities appear to have stronger requirements for
independence than those which currently prevail in Norway (ANNEX 4). Although full information on
independence is not aways currently available within the OECD, a number of countries have established
boards for decision making. In addition, the system for appealing decisions does not involve elected
officials but is often handled through courts, either specific courts or "normal" judicia courts. The
ministries intervention can exist ex ante, and can be associated in some cases to the investigatory powers,
the competition authority being more of ajurisdiction.

ANNEX 4. A comparative overview of competition authorities

As for the other regulators, the Norwegian telecommunications authority has a longer term of office
than in most countries, except Mexico, Switzerland, Denmark, Finland and Hungary (Annex 5). However,
the possibility of having decisions overturned by the minister exists only in Hungary, Mexico and Portugal .
In Canada the Governor in Council restricts considerably the possibility of overturning decisions. In some
cases, the decision can be overturned by a specia board, such as the monopolies and mergers commission
in the UK or the telecommuni cations consumer board in Denmark.

ANNEX 5. Independence of regulatory institutions: the case of telecommunications

In the field of eectricity (ANNEX 6), the Norwegian regulator has a 6 year term which is opposed to
Finnish and Danish regulators who have an indefinite term, but match the time frame of the other
countries. The possibility of renewal also exists in other countries, even if it can be redtricted to one
renewal. The fact that the regulator is not a collegia board is not in line with most of the countries
surveyed except for the UK.

ANNEX 6. An overview of the independent regulatory agenciesin the Electricity Supply I ndustry

2.3 From formal dependenceto independence

In Norway, the former model of direct control of economic actors by ministerial oversight has worked
relatively well. In spite of direct ministerial oversight, the practice of many of the tilsyn has involved a
significant degree of independence, as is the case for the competition authority. It is difficult to measure ex
ante the impact of adopting a regulatory model based on regulators that are fully independent of the
executive, i.e. an American approach. The independence of regulators is a costly principle, since these
authorities are partly detached from the central executive power. Independence can produce unwanted
effects unless it is balanced by proper requirements for accountability. The direct management of
regulations by Ministersis also supported by political accountability.

Trust in the Government is one of several "key" conditions for a centralised system to work. Trust has
to be shared by public opinion, citizens, operators and institutions. However, the notion of trust may no
longer be sufficient. This is the result of opening markets, and moving away from a monopolistic public
supplier of services. As outlined above, the integration into the European Economic Area and the
technological chalenges are putting the Norwegian system at a crossroad. They reveal conflicting
interests, which before were latent but could now be easily handled within the Government sphere.
However, with more open and transparent market conditions, the current situations are no longer bearable,
as conflicting interests are likely to become unsustainable.

The main companies have evolved from quasi administrations to quasi private enterprises (OECD
2003b). At the same time, the Government is promoting entry of private and foreign companies into the
market. New entrants are naturally suspicious of a ministerial authority that is simultaneously responsible
for defending ownership interests of the historic operator, and the openness of competition. This conflict of
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interest was evident when the minister was asked to overrule two decisions made by the Competition
Authority on acquisitions in the e ectricity sector, even though the State is still the owner of the acquiring
company. If Norway is genuinely wishes to liberaise its economy, it must instil confidence in new
entrants. In this regard, procedural changes can promote the openness of competition. The current system
may seem to be inclined to favour the interests of the current operators, which makes it more difficult for
outsidersto penetrate.

Stronger requirements for independence are then a logical result of this evolution. Although
independent regulators still involve an exercise, by government, of its sovereign power, it is one which is
not influenced by its own direct economic interests, but by the longer term prospect of overall market
efficiency. Abolishing appeals to the minister, provided the policy-making authorities can continue to play
their role, especially with regards to setting general regulatory rules, isastep in this direction.

In this system, trust is shifting, from a priori trust in government to one of a posteriori trust in
independent regulators who must account for their actions. This is why independence has to be
accompanied by accountability requirements. This shifting of trust, which stipulates that governments are
not to combine the role of regulator and operator — arule that now has virtually a constitutional value in the
law of the European Union —has to be adapted to the political culture of each country. It would not be
appropriate to take the same measures in the political systems of countries whose history has led them to
systematically separate the powers of the State, such asin the United Kingdom and the United States, and a
country like Norway, which is built on trust in government. In addition, compared to other countries,
Norway has the means of ensuring a system of a posteriori trust, because its political culture is built on
relatively direct communication between citizens and government, which a population of 4.5 million is an
admitted advantage. This tradition of consultation and transparency in the general political system is a
strong asset for Norway if it is to implement a modern system or regulatory governance. Nevertheless, a
number of mechanisms exist for ensuring high quality regulation, which also contributes to strengthening
the accountability of independent regulators (see section 4.3).

2.4 Independence and accountability in practice

A regulator’ s independence is forged in practice. Even if on paper the supervisory systems seem to be
relatively dependent upon the political power, it seems from understanding the Norwegian context'®, that
on a day-to-day basis, regulators make decisions are generally not contested, largely because the
businesses and consumers concerned have no desire to do so, which for all practical purposes makes these
regulators independent. Therefore, even if the legal possibility of appeal is very important, and has played
akey rolein publicised cases, its practical role may not be as important.

On the other hand, regulators may have fully independent powers, such as the power to make
proposals or react to government decisions, but may not necessarily exercise them. For example, when the
sensitive issue, which was both political and technical, of choosing the location of a new airport was
raised, the view of the supervisory authority then in charge™, which differed from the officia view, was
not expressed, athough it was entitled to do so. The Kredittilsynet (BISC) illustrates unquestioned
independence and trust gained among operators and consumers, even though its decisions are legally
subject to the oversight of the minister.

Regulators can be accountable even when this is not explicitly required, for example if beyond
making all their decisions available, they are transparent about their decision-making procedures.
However, accountability requires that specific procedures are implemented and followed up by rdiable
evaluation (See Sections 4 and 5).
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2.5 Building astronger legal framework for independence and accountability

Independence and accountability will only be ensured if they are guaranteed by the regulatory system
itself and are not merely the result of good practice and the goodwill of individual regulators. This requires
building ingitutional conditions that will ensure an independent state of mind. For this reason
ingtitutionalising independence more firmly might be desirable, even though Norwegian regulators are
aready relatively independent.

At the same time, independence, like dependence, is never absolute and needs to be balanced by
accountability and requirements for performance assessment (see section 5). Certain decisions require total
independence, while others do not. For example, when regulatory authorities, such as the Norwegian
Railway Inspectorate, verify compliance of legal safety requirements when authorising and monitoring the
activities of operators, they can be given full independence. However, when a regulatory agency such as
Kredittilsynet ensures the equilibrium of the banking sector and builds a market of attractive financial
instruments, it is understandabl e that the sector is not governed by its decisions aone and that the Ministry
of Finance also has a broader role to play. This is reflected in the current and planned arrangements in
Norway.

Box 5. The tools for independent and accountable institutions
There are three ways of ensuring the independence of regulators while ensuring accountability:
- Building appropriate governance structures

- Designing a proper system of appeal, including which authority will hear appeals. This is a
vertical relationship.

- Instituting a dialogue between regulators and Parliament and citizens in order to build institutional
trust.

In addition, the relative specialisation of the regulator by sector is another dimension which needs to be
considered,. Regulators specialised in one single sector may develop a more narrow perspective and are
more prone to regulatory capture than regulators overseeing multiple sectors, which are necessarily farther
away from the regulatees. This aspect will however be discussed later as part of the horizontal design.

251 Governance structures

In general, governance structures for independent regulators are important. In countries where these
ingtitutions were first established, asin the United States or Canada, they have often been created as boards
or commissions. The decision making power in these boards is exerted in a collegia way. Regulators are
now very often structured according to this model. Even the United Kingdom, which had previoudy given
regulatory power to a single person, notably in the electricity and gas sectors, has adopted a more
collegiate approach. In some cases, the head of the board may not be able to reach a decision vetoed by a
majority of board members, as was the case recently for the FCC in the United States™.

In this context, the governance structure for the Norwegian tilsyn relies largely on a single head, with
a Director Genera (See ANNEX 2) and almost never on a board. This differs from the earlier style of
Norwegian bodies, such as the competition authority which was first established as a board during its
inception in the 1920s. In some cases, the terms of office are indefinite, which is not very common from an
international perspective, for example the competition authority, the Post and Telecommunications
authority, the railway inspectorate or the civil aviation authority. For telecommunications, this indefinite
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term exists in the Czech Republic, Hungary, Denmark, Finland and Mexico, but not in Sweden (Annex 5).
In the electricity field, the indefinite term exists for Finland and Sweden, which are also the only countries,
with the exception of the UK, to have a single head.

A collegial approach could offer the possibility of internal discussions before adopting a decision,
which, resembling somewhat to due process, increases the decison’s legitimacy and reinforces
independence. Moreover, the complexity of the problems which tilsyn must solve justifies not only that
several people should be involved but also that several types of expertise are represented.

25.2 Theorganisation of appeals
25.21 Thenotion of "appeal”

The concept of “appeal” is used here in the broad sense and is not limited to judicial appeals, but
includes more informal procedures within government itself, such as the Ombudsman. US and European
law stipulates that any person who contests an administrative decision has a “right of appeal”. The proper
organisation of appeal proceduresis therefore alegal obligation, a democratic requirement and a means of
ensuring regulatory effectiveness. Currently, the vast majority of regulatory authorities in Norway only
make decisions that are subject to reversal by the minister upon appeal. When a regulator is under the
authority of two different ministries, as is the case of the Norwegian Petroleum Directorate which is
subject to the Minister of Petroleum and Energy as well as the Minister of Labour and Government
Administration for health and safety issues, the regulator acts under the supervision of both authorities. The
appea for safety and work environment issues are directed to the Ministry of Labour and Government
Administration while the appeals for resource management are directed to the Ministry of Petroleum and
Energy.

The ministerial appeal differs from judicial appeas. The minister can not only consider but alter a
decision, from a legal and procedural perspective. Thisis an appea of a hierarchical type instituted by the
1967 Act, which stipulates that the minister shall exercise regulatory powers by implementing laws
through general and specific decisions. Therefore, the minister fully exercises the authority previously
exercised by the regulator. The minister’s decision itself could only be contested at a late stage in a court of
law which is quite frequent concerning tax decisions, but less so in regulatory matters rare in Norway.

2.5.2.2 Maintaining ministerial authority while limiting the scope of direct ministerial appeal

Maintaining the authority of elected officials can be justified by defending the ultimate public interest
or, in some cases, deciding between conflicting interests. First, ministers exercise a policy-making
authority that encompasses interests that go beyond merely ensuring the smooth functioning of the sector
concerned. For issues that go beyond the interests of regulation, ministers can have responsibility for
policy-making decisions. The choice of the location of an airport can require a decision of this kind.
Second, regulations work well when they are aimed at promoting a specific interest, such as opening up a
sector to competition. When two legitimate interests conflict, choosing between them is a policy decision a
regulator is not ideally suited to make. For example, when there is a conflict between safety needs and
corporate interests in the petroleum industry, involving a revenue generating function for the country as a
whole, the decision can only be made at a political level not by a single minister, but by the whole of the
government. On such matters it is custom in Norway that a minister consults the full government at
Cabinet meetings (regjeringskonferanser) which are held frequently, normally twice a week. The White
Paper nevertheless proposes that the formal power of appeal be invested in the King in Council, as it
indicates a higher threshold for reversing decisions, and as a decision by the King in Council requires a
formal documentation and information to the Public which would not be required for a simple Cabinet
meeting.
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Subsequently, relinquishing all policy-making authority entirely might make it impossible to defend
interests other than those of the operators. This concern was expressed in public hospitals where closure for
safety concerns, which would be the regulator’s duty, could harm the public in the absence of aternative
possibilities when providing care in emergency situations. Consequently, ministerial policy-making
authority needs to be maintained in a regulatory system. A final argument justifies this approach, for since
regulations are an integral part of Norway’'s genera institutional organisation, ministers, rather than
regulators, are responsible to Parliament for policy. It is therefore inconceivable, unless the fundamental
principles of the Norwegian political system were to be changed, that regulators could exercise authority
for which ministers had political responsibility, without ministerial oversight — especially as ministers
cannot remove regulators when many of them have indefinite terms.

Maintaining ministerial authority does not rule out abolishing the possibility of appealing the
regulators decisions to ministers on a casua basis. According to the 2003 White Paper proposal, the
ministerial appeal would be restricted to certain cases of major importance and fundamental interest, and
consequently the government would involve itself in regulatory decisions to a lesser degree. At the same
time, the rule-making power is clearly identified as being of ministeria responsibility, where major
politica trade-offs are to be made (See box 3). By leaving regulators only with the authority to make
individual decisions, the minister can exercise the power to set regulations, and thus ensure that higher
policy interests prevail. This approach combines maintaining the policy-making authority of ministers,
while at the same time supporting arguments in favour of abolishing appeals to the minister against
regulators decisions.

Abolishing appeals to ministers will ensure the independence of regulators if it is accompanied by
removing instructions on individual matters. However, this does not imply that there should be no contact
between regulators and ministers. If the regulatory system assumes that regulators are not hierarchically
dependent on ministers, they still have to enter in dialogue with the concerned parties, which includes
ministries. When regulators grant authorisations or impose sanctions, they are applying the genera
regulations adopted by the minister. Lastly, the resources that regulatory authorities need to operate are
largely allocated by the ministries, either directly through public financing, or indirectly by alowing
regulatorsto collect taxes and fees from the businesses in the sector.

Consequently, communication between regulators and ministers is encouraged, especidly if the
possibility of appealing decisions to the minister is abolished. Regulators frequently meet with centra
administrations, with the Competition Authority and with each other when necessary. This is consistent
with the Norwegian tradition of a public system built on dialogue and consultation.

2.5.2.3 Establishing special appeal bodies

Special appea bodies can be atool to preserve the right of appeal in a less political way than in the
previous system, while ensuring the technical competence of appeals decisions. The most recent reforms,
in particular concerning Datatilsynet, have replaced the authority of the ministry with an independent
administrative body. This body is able to reverse decisions created by law which is a specific exception to
Section 28 of the Act of 1967. This approach makes it possible to give up ministeria appeal in some cases
without overburdening the general judicial system. Furthermore, this administrative appeal body is a quasi-
judicial collegiad body that will evaluate appeals collectively, therefore ensuring it will operate using
procedural principles similar to those of the courts. Lastly, this appeal body can call on sector specific
expertise, such astechnical experts, economists and specialised lawyers and is essential to meet the level of
expertise of the regulators. For example in 1998 the United Kingdom created the Competition Commission
Appeal Tribuna a specialised court for reviewing the decisions of regulators and the competition authority.
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Referring regulators’ decisions to the courts is aso influenced by the legal culture of the country
concerned. In a system of Common Law, this question will not arise but in a system of Roman Law it does.
Difficulties are minimised in systems of Common Law because technical regulatory system can be
integrated into an ordinary institutional framework to chalenge executive decisions. However, in the
countries of Roman or Germanic Law, the possibilities of appeal are influenced by the legal culture and the
role of the judicial system. Norway, which has a Germanic legal system influenced by Denmark, does not
have a speciadised judicial system and tends to judge from a procedural and legal perspective, not to
substitute its decision for the original decision. Therefore, only giving appeal to the ordinary judiciary
system would lead to a very restrictive appeds system. In some countries, specific appeal systems to a
single, specialised court have been established. This makes it possible for judges to gain a greater
understanding of the economic debate of regulators and to go beyond the mere external control of legality
of decisions.

Norway does not have for the moment a strong tendency of recourse to the courts about
administrative decisions, except in the area of taxation. The role of lawyers remains limited compared with
other countries, and the courts themselves show little inclination to address regulatory issues. Modifying
regulatory appeal systems in which the courts play a very important role, as in the United States, would
therefore not be an option. In addition, the Norwegian judicial system does not have specialised judges.
Both the public and judges themselves are attached to the principle of the unity of the judicial system.

25.24 The possihility of extra-territorial appeals (EFTA Court, Europe, WTO)

The integration of the Norwegian economy into regional systems, such as the EEA and the European
Union, involves requirement to comply with laws of the European Union. Norwegian companies can
aready appeal to the EFTA Court located in Brussels and responsible for ensuring such compliance (See
main report Box 14). Norwegian companies developing their activities in regulated sectors are generally
international and have subsidiaries in EU countries that can bring cases before EU courts. Lastly, the
judicial powers of the World Trade Organization continue to grow. For example the agreement in the field
of telecommunications is binding for States with regards to their policies of openness to competition and
goes beyond the general requirement not to erect barriers to free trade. Furthermore, the World Trade
Organization is going to extend the scope of its rules. These systems function along highly judicial lines,
whether appeals are made to the Court of Justice of the European Communities or to the Dispute
Settlement Body.

25.3 Ingtitutional and democratic dialogue

Institutional and democratic dialogue is a relatively natural feature in Norway where the relations
between the government and the public are built on atransparent basis.
2.5.3.1 Srengthening relations with Parliament

The Parliament is the branch of government through which democracy expresses itself most fully.
That is why regulators, for whom it is crucial to remain an integral part of the democratic system while
maintaining their independence from the authority of ministers, often wish to have a closer dialogue with
the Parliament.

Most Norwegian tilsyn aready present annual reports that review their activities. Progress could be

made by organising public hearings with Parliament on an annua basis. For example, a parliamentary
debate on the financia markets including the regulators takes place annually, based on a white paper from
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the Ministry of Finance. However, the technical complexity of regulations is such that parliaments find it
difficult to play their role in this policy dialogue, which remains in the hands of ministerial administrations
specialised in the sectors concerned. This can be overcome through specialised committees in Parliament
which would be qualified to discuss technical issues with regulators. This could also be coupled with the
requirements for performance assessment (See section 5). The law might stipulate, as is done in certain
countries legidation, that the annual report to Parliament and a description of the agency’s activities,
could suggest changes that might be made in the legisative and regulatory framework. This would be
especialy welcome because tilsyn do not have rule-making authority. Furthermore, reports of this type
frequently include two or three thematic studies describing the regulatory authority’ s operating principles,
which would subsequently provide a very useful reference for al concerned.

2.5.3.2 Ensuring the legitimacy of tilsyn through direct dialogue with citizens

Because of Norway's relatively small population and its tradition of political dialogue, both directly
and through trade unions and business associations, it is well placed to have strong dialogue between
regulators and citizens. Other interest groups are generally well organised, e.g. organisations concerned
with the environment or humanitarian work, while consumer interests are represented mainly through a
government agency (the Consumer Council of Norway). The tilsyn are obliged by the Public
Administration Act (sections 16 and 37) to notify al concerned parties before an administrative decision is
made and to give the parties opportunity to express their opinion within a stipulated time limit. These
hearings generally involve NGO's, business and concerned citizens (e.g. in the neighbourhood of a
proposed plant expansion), and possibly other government agencies and ministries. NGOs can meet with
regulators to discuss the difficulties encountered. These meetings are held regularly. For example, the
Norwegian Data Inspectorate meets with consumer associations three times a year. These meetings can
sometimes have a wider audience. In July 2002 a national council meeting included regulators,
representatives from central government and consumers' associations to discuss the topic of consumer
protection through legidation. Ad hoc meetings can also be held, as was the case in winter 2002-2003,
when there was a sharp rise in the cost of electricity. However, in the case of such an acute crisis, the
possibilities of afull dialogue are more limited.

Such practices contribute to strengthening the legitimacy of the tilsyn. The loss of legitimacy due to
stronger independence could therefore be compensated by closer contact with businesses and consumers.
This dialogue also enables regulators to have access to information that it would be difficult to obtain
elsewhere, in particular from their contacts with new entrants and consumers. However, effectiveness and
legitimacy can sometimes be at odds. To ensure their legitimacy regulators must hold public consultations,
but to be effective it is sometimes necessary to have confidential meetings. How to strike a balance
between the two factors will depend on the subjects being addressed and practical experience, except for an
annud public hearing that could be specified by law.

2.6 Securing proper material conditionsfor independence
Appropriate resources are also a prerequisite for independence to be ensured in practice, and for the
legal aspects to be implemented in a satisfactory manner. This concerns both financial and human

resources. A key factor of independence is the technical competence of the staff. Agencies need to be able
to form independent opinions on issues without relying on external competence.
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2.6.1 Thefinancial resources

Financial resource issues are generally not a key factor in the Norwegian debate. The tilsyn’ need for
financial resources is relatively modest (See annex 2) although if this is less likely to be the case of
qualified labour (see below). The largest tilsyn are those for oil and electricity, but in relation to the
economic activity concerned, these amounts are small. In addition, the Norwegian Water Resources and
Electricity Directorate have in fact a variety of functions, which include regulating el ectricity, hydrological
resources and environmental protection. A number of the tilsyn are financed mainly from public funds,
while others have all or a main part of income from fees that are levied on the regulated industry, such as
finance, petroleum, fire and explosion prevention, lotteries, civil aviation authority and post and
telecommunications. If thisis the case, the fees need to be approved by the Ministry first.

In addition to the absolute level of financial resources, it is important that discretion be used when
alocating resources to these authorities. Norway has not yet implemented mechanisms through which
tilsyn would be able to self-generate and self-manage their resources, as will be for example the case for
the new French Financial Services Authority (AMF). However, financial pressure is not generally an issue,
both for the tilsyn and the Ministry of Finance. The regulated parties did not express high concerns, except
in the field of aviation. This situation could change if some of the tilsyn are to be relocated to other
geographic locations (See below).

ANNEX 2. Independence and financing of selected Norwegian supervisory bodies as of January 2003

2.6.2 Human resources

Independent supervisory authorities need to be able to recruit staff with the appropriate expertise, to
establish their authority and match the technical competence of the regulated parties. The regulators
generally operate in highly technical sectors: The skills and experience of the civil servants working for
them are of fundamental importance for the effectiveness of regulatory action, the esteem stakeholders
hold for the regulators, and lastly their authority. Even if the tilsyn are relatively small in Norway, they
may consume a significant share of the qualified labour resources for the sectors concerned.

The negative impact of competition on the labour market in Norway when compared with other
countries is limited. The size of the capital Odlo is relatively small and the competition with the private
sector is not as attractive as it could be in other major economic or financia centres. In addition, although
the tilsyn staff generally recruited under civil service rules, they profit from slightly higher salaries than
staff in the base ministries. As these are not insignificant material benefits by Norwegian standards, where
wage inequdities remain limited, highly-skilled teams can generally be recruited and retained. For
example, the effectiveness of the BISC is based on the universally acknowledged technical expertise of its
staff.

However, striking a balance between independence and competence is often difficult. All countries
are faced with a contradiction between competence, which requires close and continuous contact with
stakeholders (in particular the ministry and operators), and independence, which can be tarnished by too
close contact. In spite of this, in many OECD countries, the independent regulatory bodies are still located
close to the main centres of political power. This problem of maintaining appropriate distance is specific to
the geographical position of the regulatory authority. The 2003 White Paper makes a number of radical
proposals in terms of changing the current geographical position of the Norwegian tilsyn.

The tradition of positioning regulators in a country’s political and economic capital reflects the

traditional model of centralised decision-making. Although it may be desirable to move away from this
practice; it can also be seen as a barrier to recruiting highly-qualified technica staff. Locating certain tilsyn
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near an academic centre, as would be the case for the Competition authority in Bergen, would be an
effective way of striking a balance between independence and competence, since the authority would be
close to a significant center of resources. This could help deter other difficulties which might otherwise
arise, such as offering professional careers to dual professional households outside the main metropolitan
area, in an aready sparsely populated countryside.

Another factor to be taken into account is the relative attractiveness of civil service jobs. In Odlo,
these jobs compete with more attractive private sector job opportunities. In other regions, the aternative
job opportunities are less attractive. However, this requires al so that the costs of the transition be addressed
properly. Countervailing strategies and a temporary budget increase might be necessary to maintain the
appropriate level of expertise. In addition, innovative techniques can be used to maintain and increase the
knowledge base of an organisation. Through knowledge management technigques, administrative and
organisational changes can usually be tackled while minimising the negative potential impacts.
Implementing these techniques would help re-train the staff of the tilsyn if some of these authorities were
to be relocated. In these highly political matters, a balance also needs to be found between maintaining the
skills of tilsyn teams and other objectives of public policy for which the government is solely responsible,
essentially regional development.

2.7 Palicy options

The major policy option is to consider the steps that would be necessary to strengthen the
independence of tilsyn while preserving their accountability. The main options considered in the 2003
White Paper imply a change from a system of regulators answerable to ministers to a system of regulators
with greater independence. This would involve a transition from a system in which decision-making power
has not been transferred fully from the minister to the regulator, to one in which regulators will exercise
their powers more independently. As in other countries facing similar challenges, this transition is at the
core of the issues underlying the debate on independent regulators. The move to independence needs to be
accompanied with clear mechanisms ensuring for accountability, while not undermining independence. In
Norway, this might involve reconsidering the role of the judicia review, or implementing specific
mechanisms for systematic assessment of the performance of tilsyn. As discussed earlier, strengthening
dialogue with Citizens and the Parliament is also essential to preserve the legitimacy of regulators and
offer them the possibility to be part of the democratic debate.

3 HORIZONTAL DESIGN

The horizontal design issues involve a whole of government perspective. Usually, the reform process
progresses slowly, due to specific problems or the need to comply with certain European directives. The
need for a comprehensive overhaul and possibly reorganising the whole systemic arrangements for
performing supervisory, regulatory or competition enforcement law functions emerges after a number of
incremental changes have been implemented. The reasons for addressing horizontal design issues is
therefore to contribute to strengthening the regulatory system, to lightening the regulatory burden, and
better focusing on the use of public resources which are involved in regulatory governance. After
discussing some of the horizontal design issues from a general perspective, the specific Norwegian
situation will be introduced, with highlights on co-ordination among sectoral tilsyn in relation to the
competition Authority. Thiswill allow for discussion on policy options and recommendations.
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3.1 Horizontal design issues, by functionsor sector

3.1.1 Theimplicationsof horizontal specialisation

Different combinations of horizontal specidisation can be found (Table below). The vertica
dimension, in terms of relative independence and the horizontal dimension, in terms of function or sector
specialisation must be considered jointly. Independence will be stronger if it is accompanied by oversight
across several sectors because the regulatory agency will be placed further away from specific interests of a
given sector. However, thisis more difficult if the agency has a multipurpose role.

Multiple roles also entail other difficulties, such as multiple objectives. The regulator, which is in
theory atechnical agency, will be faced, with the responsibility of making political choices without having
a broad vision or the democratic legitimacy to do so. This will often be the case with regulators operating
multiple functions in a single sector.

Table: Models of regulatory agencies

Degree of political dependence

Degree of specialization Politically dependent regulator | Independent regulator

Single function regulator with Situation B
oversight across various sectors

Regulator with multiple functionsin | Situation A
a single sector

The aternatives to multiple objectives and functions can, in theory, be avoided by strictly specialised
regulators, with a pure "market" reinforcing function. However, even in practice, the need to preserve the
universal service exists in most countries as in the case of telecommunications regulators, (See ANNEX 7)
and in Norway (Storsul 2002). In addition, multiplying several strictly specialised regulators could also
lead to other difficulties, such as a higher risk of capture by a particular sector, institutional rigidities, and
difficulties in tackling broad sectors of the economy, as they are merge through technologica
devel opments.

Annex 7. Telecommunications regulators, regulations on universal service

3.1.2 The Norwegian situation

The Norwegian situation is characterised by a relatively high number of tilsyn. They perform three
core functions:

- Safety, risk management
- Protection of civil liberties
- Economic regulation
The current institutional setting is very complex and reflects the historical evolution to date. It is
characterised by a high number of tilsyn, which are only partly represented in our sample (See Annex 1 and

2), overlapping competencies and multiple functions. The tilsyn have been set up to address the specific
needs for specialisation in government decision-making and to monitor specific sectors. The need to
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understand the these characteristics justified detaching departments from the central administration in order
to bring them closer, in the form of regulatory authorities, to the sector itself. Thisis what was done in the
financial, energy and public health sectors. In the process, these authorities were organised in a way that
followed the structure of the sector itself and are very different from one another. The differences can be
historic in nature, but also inherent to the very idea of having ad hoc regulators for specific sectors. In
some other cases, as for telecommunications or protection of data privacy, the decisions reflect the need to
implement European directives.

The competition authority appears as one example of a cross-sectoral agency, with one clear mission,
in terms of enforcing competition law. Among the “non economic” agencies, the pollution control
authority also has a clear mission, with a cross-sectoral responsibility. The situation is murkier for severa
other agencies. The Water and Energy Directorate is charged with a number of missions and functions,
which include regulating the electricity market and prevention of accidents concerning Dam safety. In the
electrical safety area, the Fire and Electrical Safety Directorate exerts the supervisory function. Similarly,
the Petroleum Directorate involves both an economic function of maximising oil resources and a safety and
environment protection role. Two of the three transport agencies have a single responsibility in terms of
safety. The third, the Directorate of Public Roads, has a public enterprise function of building and
maintaining roads, and a regulatory function of controlling transport safety and licensing.

In other cases, such as the Board of health, the agency consolidates various inspection and regul atory
functions in the sector. The Banking, Insurance and Securities Commission offers a good example of
sectoral integration, as it takes into account al the interconnections between banking, financial and
insurance activities.

The situation is in fact more problematic as there are a number of other tilsyn which do not belong to
the above examples, but still have significant overlapping responsibilities. This is particularly true for
safety issues. Private companies are facing up to 9 different tilsyn in charge of various aspects related to
safety at work. This creates an unnecessary administrative burden and results in complexity as businesses
have to comply simultaneously with different regulations and requirements.

Public liberty Tylsins are a very small size making it difficult for them to exist as organisations. In
addition to the above examples, the media-ownership authority, the Mass media authority and the
Norwegian Board of Film Classification are three very small agencies operating in the field of culture and
for ardatively small country.

3.2 The coordination among tilsyn

Co-ordination among regulators can take three general forms:

- Ensuring that a common doctrine can be applied to give enterprises within a particular sector a lega
certainty as of the various regulations they have to comply with.

- Ensuring that the time frame for certain decisions respects the autonomy of each regulator, while not
penalising the private company due to unnecessary delays or contradictions.

- Minimising the burden of compliance with regulatory standards for.
There are two parts to co-ordination. First, the report considers the genera co-ordination issues,

mostly among the technica tilsyn. The specific horizontal co-ordination issues between the competition
authorities and the various economic functions performed by technical tilsyn are addressed afterwards.
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3.2.1 General co-ordination issues among technical tilsyn

The best way to ensure a common doctrine is to hold regular meetings and public hearings. The
legislator can contribute to this by standardising the annual reports which regulators submit. This will
facilitate comparison and harmonisation between regulators. Such co-ordination aready exists to a
significant degree in Norway. One example is the collaboration established between the regulator of
telecommunications (PT) and the media regulator. This co-ordination is a rationa response to the
technological convergence of information and the networks carrying information.

Another area where the dialogue seems to be well established relates to consumer organisations and
the consumer Ombudsman. In all the areas where the tilsyn have regulatory responsibilities which might
impact on consumers, such as posts and telecommunications, el ectricity or transports, a regular dialogue
has been established with the consumer organisations, including the consumer Ombudsman, which can be
legally considered as a tilsyn.?* For example in July 2002, a national meeting was held including the
various tilsyn with regulatory powers impacting on consumers, the representatives of the ministries and
consumer groups around the theme of protecting consumers through regulation.

However, the dialogue is sometimes not enough to fully ensure that some of the standards applied to
private companies will be established in order to minimise the regulatory burden. In the field of safety and
security, enterprises have to comply with 9 different supervisory authorities and 4 different ministries. This
could be resolved through “One stop shops’ (See section 3.4). Another example where co-ordination
among tilsyn is not fully applied is with the Data Inspectorate, which protects privacy and the BISC. The
experience of the Data Inspectorate with the industry remains limited and tends to lead to very restrictive
practices, which differs from those of the BISC.

In some cases, the tilsyn depends on two ministries. This is currently the case of the Oil Directorate
because of its different functions and makes some of the co-ordination issues difficult. Thistilsyn reports to
both the Ministry of Labour and Government Administration, and the Oil Ministry. In addition, it needsto
co-ordinate its task with the pollution control authority, the board of health, and inspectorate for health and
safety at work.

The issue of co-ordination for health and safety has been discussed at length in Norway, with the first
attempts in the early and mid 1990s for strengthening the co-operation mechanisms. The situation in this
field reflects the increasing role of the oil industry. This results in an awkward situation, as the “off shore”
industry is under the supervision of the petroleum directorate, whereas the land-based oil industry, which is
only afew establishments, is supervised by the Water and Energy Directorate.

3.2.2 Theco-ordination between sectoral tilsyn and the National Competition Agency

3.2.2.1 A pending debate: how to manage the relationship and, potentially, the overlap?

This is a pending and core issue emerging in the debate surrounding economic sectoral regulators in
many countries. It was discussed at length during a roundtable held at the OECD in 1999%. This central
issue was tackled early on in Norway. In 1997 the Competition Authority invited academic experts to
prepare areport on the topic. The Competition Authority isnot a“regulator” in the appropriate sense of the
term, as it is not attached to a specific sector and because its main task is not a regulatory one, but it has to
ensure that the rules of competition are complied with and public and private competitors are treated

equally.
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Thisinvolves both a vertical and a horizontal dimension:

- As the competition authority has overal responsibility for competition policy, to which
extent can this authority be delegated to subordinated authorities following laws in
Parliament?

- Once the delegation occurs, how are the competition and regulatory enforcement tasks to
be distributed between the two?

- When the sectoral regulator is empowered with economic objectives that are not related to
competition, such as sector-specific prudential oversight in the financial sector, or non-
economic objectives, such as media diversity for the media-authority, how are the conflicts
resolved?

The specific universal role of the Competition Authority in terms of mergers gives it a natural “across
the board” role, which resultsin a complex situation. This extends to large economic sectoral tilsyn such as
the BISC or the NVE. However, this would lead only to what might be called a “circumstantial” relation,
since it exists only when this type of merger occurs (See chapter 3 Competition OECD 2003a), The most
complex issue concerns the monitoring of mergers. Chapter 3 mentioned a case in which there was a
conflict between the position of the Competition Authority and the specific requirements concerning the
regulation of the electricity sector desired by the ministry. If the monitoring of mergers is considered a
regulatory tool and not merely a procedure for preventing anti-competitive behaviour, it would be logica
to entrust it to the tilsyn themselves. Thisis the case in the EU for mergers between financial institutions,
as the review is carried out by the banking authorities rather than the competition authority who are
ordinarily responsible for this type of monitoring. It might suffice to ensure mechanisms for mutual co-
operation. These would consist of entrusting economic regulators with the monitoring of mergers in the
sectors for which they are responsible, while requiring them to consult and consider the views of the
Competition Authority on how to preserve dynamic competition.

In other matters, the fields of competence overlap between sectoral regulators and the competition
authority. Regulators can only enforce the principle of open competition by detecting and sanctioning anti-
competitive behaviour, such as the abuse of its dominant position by the historic operator. The role of
tilsyn naturally leads them to regulate abuses of dominant positions, i.e. behaviour that it is also the
ordinary task of the Competition Authority to sanction.

A number of simple, reliable and effective solutions can be envisaged. One solution consists of
depriving the sectoral regulator of all jurisdictions in cases that fall within the general competence of the
Competition Authority. The opposite approach would be to give to the sectora regulator exclusive
authority to regulate anti-competitive behaviour without the Competition Authority being involved. Both
systems are excessive and assume that there is a clear-cut distinction between cartels and abuse of
dominant positions. This is not always the case. The Norwegian approach is intermediate and involves a
number of close co-operative agreements and frequent meetings.

The situation is more difficult when the sectoral regulator is required to follow non-economic
objectives such as media diversity. In that situation, the trade-offs between two highly desirable but
competing socia objectives seem to reflect the case when a possibility of appeal to the political level
would be deemed desirable.

© OECD (2003). All rights reserved. 26



3.2.2.2 Co-ordination mechanisms

A number of agreements have been established between the Competition authority and sectoral
regulators. The National Water and Energy regulator and the Competition authority issued ajoint report on
their competenciesin 1996, which provides for joint meetings and for parallel handling of casesin order to
speed up the process. The two tilsyn will also consult each other before issuing regulations or guidelines.

The Competition authority and the Financial Services Agency (BISC) co-operation are governed by
an agreement reached in 1996 between themselves. The current system allows for a significant degree of
overlap, with different criteria to assess mergers across the two ingitutions. The Competition Act
emphasises efficient utilisation of public resources and the Financial Supervision Act emphasises financia
strength, stability and competition aspects. The decision-making authority has been delegated to the BISC
in certain areas, and for such decisions the appellate body is the Ministry of Finance. In financial market
decisions given by the Ministry itself, the appellate instance is the King in Council, while the appellate
body for the Competition Authority is currently the Ministry for Labour and Government Administration.
The agreement for co-operation provides for mutual information, clear timing deadlines, commenting on
proposals for new legidation and regular liaison meetings. It seems that, in spite of the complex
ingtitutional framework, the system has been able to work relatively well in practice due to this
collaborative approach, which is easier thanks to the framework for co-operation.

In the field of post and telecommunications, the Ministry of Labour and Government, also the
appellate body for the Competition Authority decisions, remains the appellate body for the individua
decisions of post and telecommunications in matters of competition in the postal sector only, since the
Ministry of Transport and Communication still owns the Post. However, other decisions of the PT are
referred to a specia appeal board or the ministry for questions of political nature or fundamental
importance. The current system leads to a certain degree of overlapping competence, duplication of
supervisory resources and legal and administrative uncertainty. Thereisin deed an agreement between the
PT and the Competition Authority.

3.23 Thekeyrole of broader intitutional co-ordination, including international networks

3.2.3.1 International networks

Another key instrument of broader co-ordination is the international level, particularly for a country
such as Norway, which is integrated into regional (Nordic or European) and broader international
groupings. The regulatory system needs to avoid isolation to ensure that it is not by-passed by enterprises.
This is particularly true for companies with a legal foothold in one of the EU countries because
competition cases can be brought to the EFTA court and to the European Union. Thisis also true for issues
concerning citizens due to the growing role of the European Court of Justice. The international networks
therefore play acrucia co-ordination role.

The thought of having national regulators replaced by supra-national entities has waned as regulators
need to be close to the sector for which they are responsible. At the same time, they benefit from being
included into international networks and fori to establish a common doctrine. Two examples are the
Florence Forum, which brings together national electricity regulators and the Madrid Forum, which is an
assembly of gas regulators. The European Commission plays a centra role here because of the unifying
role of European directives, which have an impact on Norway. Another example is the international
organisation dealing with the securities commissions This hel ps harmonise worldwide standards. The result
isthe creation of a co-ordinated system which promotes common standards.
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3.2.3.2 Co-ordination with the Ombudsman

The Norwegian tilsyn benefit from links with more general networks in other fields. This applies in
particular to the Ombudsman, which is technically atilsyn but which was not included in the sample. This
Nordic institution has served as a model for many countries, and there is currently an active network of
national Ombudsmen worldwide. The Ombudsman is a highly original approach, since its main task isto
find solutions and protect interests, whether using the law or other ways. The Ombudsman and regulators
share a mode of functioning. Additionally, protecting consumers and citizens is a major task of Norwegian
regulators. Regular contacts between regulators and the Ombudsman, or more specifically, arrangements
for referring cases from one to the other, could help.

3.2.3.3 Co-ordination with the courts

Ensuring co-ordination with the courts is more difficult because courts have multiple, non-specialised
tasks, and in particular in Norway. The timing of court decisions is often in another time frame compared
to sectoral regulation. However, this co-operation is to be encouraged, particularly if a shift to a more
judiciary approach was to occur in Norway. Currently, the role of the judiciary remains relatively limited,
except for some cases which are brought to the courts, such as in the telecommunications sector. However,
jurisdictions play an important role in settling disputes, a power which is generally not very frequent
among Norwegian tilsyn.

Courts also have the right to impose crimina sanctions, including an exclusive competence for
matters of jail sentencing. However, courts, particularly when they are not specialised, as is the case in
Norway, could also benefit from the technical expertise of the tilsyn. Currently, co-ordination between the
judicial system and the competition authority is well developed through the National Authority for
Investigation and Prosecution of Economic and Environmental Crime (@kokrim). Regular contacts
between the various tilsyn and the courts could help. The courts could more systematically obtain the
competent regulator’ s opinion when the offence concerns a breach of legidation organising regulation.

3.2.4 Poalicy options

As mentioned in the OECD review, it is crucial to address key institutional design issues to reap the
full anticipated benefits of setting up independent regulators. The objectives of the reform in Norway are to
modernise the public sector, and to clarify the framework for the functions of the tilsyn.

3.24.1 Various options for merging tilsyn or their functions

Thefirst study carried out by Staatskonsult in 2000 and in 2002 drew up alist of tilsyn and proposed
to consolidate them. These studies opted for making the regulators objectives the criterion for
consolidation, which is in fact the most effective method. This leaves a residual category of tilsyn which
remains hard to classify. Furthermore, some of the distinctions made may seem dubious. The distinction
between technologica regulators and economic regulators made in those reports is difficult to apply in
practice, as the issues are interrel ated.

Thefirst option isto separately consider the tilsyn responsible for protecting citizens and civil liberties
as they protect specific rights in a sector rather than the sector itself. Thisis the case of the Datatilsynet,
the media-ownership authority, and the Mass Media authority. The potential for reorganisation could take
into account the relative size of these bodies, and some of the obvious synergies, for example between the
mass media authority, the media ownership authority and the board of film classification.
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A second option is to consider the tilsyn in charge of sectoral economic regulation in the
telecommunications and energy regulators, or in the financial sector, with the need for sectoral regulation
against the genera enforcement of competition law. These are major regulators with a well identified
sector. These options have been discussed in OECD (2000). The sectoral regulation can be omitted when
sectors have no specific particularities against the general market-based segments of the economy. Due to
the presence of the grid, this will take some time in the electricity field,. In theory this could beg, in theory
be the case in the very long-term for telecommunications. However, the relative role of the incumbent and
the basic infrastructure are still too high in Norway and the setting up of the independent regulator (PT is
too recent) for winding up the specific sectoral regulatory regime. The same applies to financial services,
where the need for sector specific prudential oversight remains.

Another related option is to merge various sectoral regulators as the sectors concerned have become
so interrelated that a given risk can spread from one to another. This is already the case in Norway which
has one of the most integrated financial services authorities in Europe. The United Kingdom currently has
an integrated Financia Services Authority and France is moving in the same direction.

The third option is to consider merging the functions instead of the authorities themselves. This could
be the case for the supervisory authorities in charge of safety, health and environment matters. Whereas the
board of health has a clear and across-the-board responsibility for al matters related to the health care
system, the safety functions are distributed across a number of overlapping agencies. In 2001, two
commissions in charge of reducing road accidents were combined because they had identical functions. In
the current situation, certain regulators such as the electricity regulator have certain safety functions, while
also enforcing economic or competition related aspects. The regulatory burden could be minimised either
through setting up "one stop shops' (see below) or through transferring the safety or inspection function to
one agency clearly in charge of this objective.

The merged function may be the core of their activities, as is the case for the Norwegian Railway
Inspectorate. It may also be a necessary adjunct to regulatory work, as in the case of granting inspections
prior to alicence or authorisation. In addition to merging services that use common techniques, it may be
effective to merge services when the inspection work has the same purpose, such as monitoring plant and
equipment safety. The possibility of merging the inspection services of the water and energy regulator for
the land-based oil industry with those of the petroleum activity regulator for the oil industry off shore
would be a welcome move.

3.24.2 The" one-stop shop” approach

The “one-stop shop” establishes a mechanism, whether ingtitutionalised or not, which enables the
regulatees to complete the formality through one single notification and a unified set of rules. This type of
organisation increases efficiency and accountability because it allows for information to be shared in a
transparent way. Thisis particularly relevant to the case of safety regulation.

The “one-stop shop” approach is a classical aternative in the field of regulation, as in practice the
potential for merging regulators remains limited and cannot necessarily produce by itself all the benefitsin
terms of lowering transaction costs. The “one-stop shop” can aso provide the State with an effective
aternative to merging agencies if this encounters obstacles. This has been applied at the European level.
The new EU regulations of 2002 changed the relations between the national competition authorities and the
European Commission so that trans-European companies only deal with a single authority a single
“window”, even though national regulations become applicable in a second phase.
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This “one-stop shop” is particularly appropriate when an issue involves many regulations in a single
perspective, such as safety requirements. The Norwegian regulators, for example all agencies responsible
for health, safety, working environment and environment in the land-based industry, have already set up a
joint Internet site that acts as a “ one-stop window” for companies. Lastly, establishing a “one-stop shop”
will ultimately result in unifying the rules because, when rules are compiled and codified jointly, it is
possible to fill the gaps and unify provisions.

4 POWERSFORHIGH QUALITY REGULATION

4.1 The powersof the Norwegian tilsyn, a domestic and an inter national per spective

4.1.1 Thecurrent powers allocated to the Norwegian tilsyn

The powers refer to the type of legal rights that will be granted to regulators, in terms of inspection,
licensing, authorisation or pricing. An overview of the powers of Norwegian tilsyn is presented in Annex 8.
These powers fal in various categories. The "economic tilsyn" have powers to enforce economic
regulation, as expected in terms of :

- Enforcing competition law, intervening against mergers (Competition Authority).

- Granting licences (Post and Telecommunications (PT), electricity (NVE), or recommending them
to the ministry (BISC).

- Pricefixing or price surveillance: access pricing to electricity networks (NVE), access pricing to
the network (PT)

Annex 8. Mission, objectives and powers of selected tilsyn as of January 2003

The overall supervision of prices, formerly a function of the competition authority, is no longer
exercised. As a result, the local inspection infrastructure of this authority has drastically been reduced in
recent years, and now focuses on its core market promotion functions (See Chapter 3, Competition).

The powers of other tilsyn are more in terms of safety enforcement, inspection and sanctions, asis the
case for the transport sector. The civil aviation authority or the railway inspectorate have the power to grant
licenses based on specified requirements laid down in the regulations. These authorities are also in charge
of supervising compliance with those requirements. In the same way, the Data Inspectorate has the power
to verify compliance of statutes and regulation with the law. The powers of the board of health are aso
defined in terms of verifying compliance with safety and quality standards, and they can imply the right of
closure for certain facilities. This board also has the power to conduct audits and advise providers and
patients.

The powers of certain authorities are defined in a looser way and are related to various objectives,

including the power to issue regulation as well as verify compliance. This, for example, is the case for the
Petroleum directorate, which includes safety, knowledge and economic value to society. The powers
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include issuing regulation, making decisions regarding consents, and verifying compliance with
regulations. The board of health is aso in a position to prepare certain regulations, based on its auditing
function. In the same way, the civil aviation authority has a power of rule-making in terms of safety, which
is essentialy to trandate to the Norwegian context and to the international regulations which apply to civil
aviation. Finally, the Pollution Control Authority also has power to exercise authority through regulation
and control measures.

4.1.2 Thepowers of the Norwegian tilsyn in an international perspective

An in-depth comparison of the powers of the various regulatory ingtitutions across OECD countries
would require a first cross-nationa systematic investigation. However, a few glimpses of evidence can be
obtained from existing OECD work, particularly in the field of telecommunications and el ectricity. Annex
6 presents an overview of the main functions of the independent regulators in the Electricity Supply
Industry. These powers generally include monitoring pricing and access to the grid. This can be done ex
ante, with regulated third party access, or ex post, with negotiated third party access. The end-user tariffs
can be controlled aswdll, asin Italy or Portugal, or Sweden. Norway isin avery liberalised position, with
market mechanisms for electricity generation and supply, which would not be compatible with ex ante
enforcement of prices. Norway has regulated third party access based on ex-ante (network income) and ex-
post (actua tariffs) measures. Generation, trade and supply are competitive with no regulation of prices.
Physical market rules and market access arrangements are regulated by the electricity regulator. The other
powers are more related to the monopoly operations of energy companies. In terms of these competition
related issues, the powers are exerted on the basis of joint agreements between the electricity regulator and
the competition authority. This has led, for example, the competition authority to prohibit the main state-
owned producer, Statkraft from acquiring 45.5 per cent in another generating firm (Agder Energi).
However, as a result of the current possibility of appeal, the decision was overturned by the Ministry,
under the condition of divesting assets. Contrary, in aparalel case, the Ministry confirmed the decision of
the competition authority, where the NCA had prohibited Statkraft’ s acquisition of Trondheim Energiwerk.
Finally, the financial markets related to energy (forwards and futures) are regulated by the Financia
Authority (BISC). The three regulators are at present working together to devel op their cooperation.

Annex 6 Overview of the independent regulatory agenciesin the Electricity Supply I ndustry

Comparing the powers of the competition authorities is a challenging task, as these institutions often
exert various functions in terms of merger control, sectora exemptions, and supervising restrictive
agreements. Therefore, a full and systematic comparison of those powers is unavailable at this stage.
However, comparative insights can be gained from analysing the various reports on competition policy and
ingtitutions published as part of the Regulatory Reform Project of the OECD. Based on these data for
example, the Norwegian competition law includes provisions related to restrictive agreements, as in most
European Countries, the EU and the United States. The Norwegian Competition Act has no prohibition
against abuse of dominance, but is authorised to intervene against anti-competitive behaviour such asterms
of business (See OECD 2003a). Norway does not seem to rely on substantive standards to exert merger
controls, but considers whether efficiencies (market-competition criteria such as lower production costs) in
merger control decisions, asin most other countries.

An important part of the discussion for competition authorities is the sanctions related to the violation
of competition laws. From the Norwegian perspective, they generally remain below what would be
observed in other countries, although they are specified in different terms. They only amount to the gains,
against twice the gains in the United States, and three times in Germany and New Zealand. (see Annex 9).
The incentives offered to the industry therefore remain relatively weak since decisions can be subject to
appeds, and the final amount is often lower than would have been initially decided.
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ANNEX 9. Violation of competition laws. sanctions

The Norwegian institutions for regulating telecommunications mirror the situation in many countries
facing a similar chalenge when moving from monopolistic public provision to a set of competing
providers, including the former incumbent (see Annex 10). The competence to issue licences still remains
with the Ministry, as in the United Kingdom or France. The regulator has the power to settle disputes, on
pricing and on service quality which is similar to the Netherlands, Germany or the United Kingdom. The
competition authority also has the power to approve mergers, which again is similar to many other
countries. One important difference remains in relation to other countries where the division of tasks
between the competition authorities and the telecommunications supervisory body differs. For example, in
Australia, the competition authority exerts most of its regulatory powers from an economic perspective.
The Netherlands are currently merging the telecommunications regulator (OPTA) with their competition
authority, under the condition that the new body be fully independent.

ANNEX 10. Powers of the institutionsin charge of telecommunicationsin OECD Countries.

4.2 Adaptingthedistribution of powersin relation to the institutional environment

This section focuses on the powers of the tilsyn in relation to their environment and the Norwegian
particularities. Pricing powers are not discussed as they are mostly derived from the international context
in telecommunications, or from the necessity to administer the grid in electricity.

4.2.1 Therule-making power

The rule-making power, the power to lay down general and abstract rules which will regulate all
future cases corresponding to the situation referred to in the rule, is generaly the prerogative of a
politicaly accountable authority such as a Ministry. This authority is expressed either through
promulgating primary legislation or through exerting regulatory powers. The rule-making activity itself is
one of the components of the regulation, which involves the entire regulatory system, the institutions and
actorsinvolved, and includes primary as well as subordinate rules.

The tilsyn currently enjoy some rule-making power, mainly in terms of subordinate rule. This is
understandable in a context where independence is not firmly established, as the tilsyn are till part of the
democratically accountable executive. Devolving a gresater degree of independence to them may imply
abolishing or strongly reducing some of the rule-making powers. For example, the tilsyn in charge of
verifying compliance with safety standards also often enact them, even if these standards are derived from
international norms, asis the case for the Civil Aviation Authority.

This situation needs to be considered in a pragmatic way. The tilsyn have the expertise and knowledge
of a sector, through close auditing and regular inspections. This enables them to enact pragmatic rules,
taking into account technical possibilities. Depriving them of any role in the rule-making process would
result in not taking advantage of a very worthy resource. Even if tilsyn were not to retain the power of rule
making, they would maintain the power to take individual decisions of sanctions or licences. This would
result in rule making resulting from a jurisprudential approach through use of the precedent, and
interpretation of the rule of law. Reducing the rule-making powers devolved to the tilsyn may not produce
the clearest of al systems, if the rules were to be the result from such ajurisprudential approach.
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422 Thepower to settle disputes

Regulators have rarely given the power to settle disputes between stakeholders, notably between
established operators and new entrants. This was because regulation of a given sector was designed
separately from the protection and balance of the rights of the persons concerned. This assumed that civil
jurisdictions would actively deal with this aspect of the dealings between stakeholders, which seems to be
less of a possibility in Norway, where the role of the judicial sphere remains limited compared with other
countries, and where delays in courts can be an issue. When the power to settle disputes is not allowed to
the tilsyn, as in the case for the banking and insurance sector, special extra-judicial complaint bodies have
been established, to which consumers may submit their claims.

However, as a logical consequence of the ingtitutional context, the tilsyn are led to hear complaints
from new entrants or consumers, de facto or de jure. Two advantages could be drawn from increasing the
power to settle disputes, in parallel to the ordinary power of civil jurisdictions to do so. Firdt, this would
avoid the need for an ad hoc body to carry out this task and would increase efficiency, as the tilsyn which
has received a complaint from a new entrant or consumer, stands in a better position to find an agreement
between the parties. Secondly, the effective resolution, through law or by agreement, of conflicts between
operators and consumers, encourages trust between stakeholders, which is a legitimate goal of regulation,
together with the protection of consumers.

4.2.3 Thepower of sanctions and quasi-judicial requirements

The power to impose sanctions is widely enjoyed among Norwegian tilsyn (See Annex 8). Such power
IS necessary as the Norwegian regulatory environment does not rely much on courts. The courts are not
specialised technically, procedures can be relaively slow and the sanctions pronounced through the
judicial system often remain limited in scope, or can be difficult to administer for economic activity, such
as penal sanctions. However, this could be problematic when tilsyn still have some de facto rule-making
power, and when they can conduct investigations, sometimes jointly with the National Authority for
Investigation and Prosecution of Economic and Environmental Crime (@kokrim). Thus, there is a need to
ensure that this process remains impartial, similar to the one which would be implemented in court.

4.3 Maximising the quality of theregulatory power

Independent regulators or autonomous agencies with regulatory powers are key tools for regulatory
reform. As such, devolving powers needs to be accompanied with the same requirements for regulatory
quality as those which apply to the general rule-making. These requirements are expressed in the OECD
1997 recommendations. They can apply to the regulator itself, as part of an ex post evaluation, or to the
individual regulations, as part of an ex ante assessment, which can then be formulated through ex ante
regulatory impact anaysis (R.I.A.). In the case of independent regulators, where the amount of pure rule-
making remains limited, regulatory quality can be best expressed through the following requirements
derived from the OECD reference checklist for regul atory decision making:

- Do the benefits of regulation justify costs?
- Isthe distribution of effects across society transparent?
- Isthe regulation clear, consistent, comprehensible and accessible?

- Have all interested parties had the opportunity to present their views?
- How will compliance be achieved?
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4.3.1 Accesstoinformation iskey to informed decision-making

The first two principles reguire access to significant information, in order to assess the costs and
benefits and the distribution of effects. The power to carry out inquiries and investigations is essential here.
Without this power, it is impossible to reach enlightened, appropriate and effective decisions. In addition,
this produces a "Hawthorne' effect, i.e., as soon as the threat of exerting the power exists, regulated entities
may be led to adjust their behaviour in a desired way. For example, the competition authority and the BISC
enjoy wide investigative powers, which they can exert on their own initiative. In some cases however,
tilsyn have to wait for areferral from a stakeholder. This can slow down their action and can deprive them
from access to necessary information. From a market perspective, ensuring market contestability requires
that new entrants be able to have easy access to regulators and to any information brought to light by
investigations carried out by them.

4.3.2 Transparency

Transparency allows stakeholders to understand the tilsyn’ s decision-making process and is one of the
ways through which independence can be strengthened. In this regard, Norway is already well placed as
the tilsyn are obliged by the Public Administration Act to notify all concerned parties before an
administrative decision is made and to give the parties opportunity to express their opinion within a
dtipulated time limit. Transparency helps the regulatory authority’s ability to maintain its own internal
ingtitutional independence, as institutions tend to become prisoners of their own routine. Transparency is a
goal that seems achievable in Norway, because of these ingtitutional features.

Norwegian regulators have already taken steps to meet this transparency principle, in particular by
indicating the points brought to their attention in hearings and informal meetings with ministries,
businesses and other affected parties. This meets NGO's demand to be kept informed of what regulators
are doing. As transparency creates trudt, it also lessens the likelihood that stakeholders will challenge
decisions. Hence, it makes transparency an aternative to more costly monitoring or to litigation costs.

4.3.3 Clear, consistent and predictable decisions

4331 Clarity

Making clear decisions is one of the core requirements for regulatory quality. Transparency alone is
not sufficient in this regard if the field is too technical. The tilsyn in charge of civil liberties — such as the
tilsyn responsible for the protection of private data (Datatilsynet) or the tilsyn in charge of public media
(Media-ownership Authority®®) — were established because of the need to defend a wide-ranging principle
of individual liberty, and because their decisions are easy to understand. However, the tilsyn responsible
for safety or the economic equilibrium of specific sectors, such as aviation or banking markets, do not
make their decisions understandable by simply making them transparent.

This is why explaining decisions in a better way is crucial to ensuring public support for the
regulators actions. This difficult task can be achieved through public hearings, and reports published on a
regular basis. Regulators can also develop exchanges with stakeholders, such as training representatives of
consumer or citizens' associations. Setting up well designed Web sites will aso enable citizens to have
rapid access to useful documents. In addition, regul ators have sought to harmonise the vocabulary that each
of them uses (for example, the terms used for sanctions, which must be standardised so that they can be
better understood by those upon whom sanctions are imposed).
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In this field, Norway would tend to compare favourably to OECD countries. The relative small size of
Norway, together with the fact that NGO's are generally active, well staffed and technically equipped
facilitates the understanding of tilsyn' decisions. As for language, there was no specific mention of specific
difficulties. The lack of clarity of tilsyn's decisions did not appear very strongly from the OECD
Secretariat's investigations.

4.3.3.2 Consistency and predictability

Predictable decisions are aso a key component of regulatory quality: modern regulatory systems are
designed to meet the needs of those bound by regulations rather than those enforcing them. For this reason,
businesses and consumers, as well as ministries, need to be able to predict individual decisions made by a

specific tilsyn.
The predictability expected from a regulator, can be ensured in two ways:

— Thefirgt is characteristic of systems based on civil law, and involves asking regulators to comply as
closely as possible with the general rules laid down in laws and regulations. In this case, the lack of
creativity of the regulator in making individual decisions ensures the security, predictability and
legitimacy of the neutral power. However, this approach is not necessarily viable within a regulatory
system bound to rapid technological change, asisthe case in finance and telecommunications.

— The second prevails in common law jurisdictions, and involves referring to past decisions in a new
analogous case. The authority ensures that it is adopting a consistent approach, through a quas
jurisprudential process. This predictability is increased by explaining how decisions were made, not
only citing specific laws, regulations and legal criteria, but also referring to previous decisions and
explaining why they chose to follow them or not.

At this stage, it is difficult to assess the extent to which tilsyn already motivate their decisions in a
satisfactory way. The Public Administration Act section 24 states that “grounds shall be given for
individual decisions’ and section 25 lays down requirements regarding the motivation of the decisions. It
seems that thisis easier for tilsynlong established tilsyn, such as the competition authority, or the electricity
tilsyn. More recent authorities, such as the Norwegian Railway Inspectorate are till too new for an
informed judgment.

4.3.3.3 Due process and consultation with stakeholders

Due process and proper mechanisms for consultations are necessary to generate confidence and trust,
particularly for new entrants, and to stimulate additional investments in a sector. The new entrants need to
have access to regulators but also to understand the rules of the game. This is all the more necessary if
established operators are familiar and satisfied with these rules, and if they resort readily to informal, or
even confidentia practices with the regulator. The need to open up competition means that regulators must
take particular care of new entrants. It is thus particularly important that the criteria for decisions and for
decision-making processes be transparent. A possibility isto hold public hearings to provide information to
competitors, and encourage their trust.

The trust also rests on the respect of the procedural rights of each participant because under the
principle of due process, the parties concerned are alowed to state their arguments and to check that these
have been taken into consideration. Norway’ s traditions for dialogue allow these procedural principles to
be effective for many tilsyn. In particular, Norway has arule of non-bisin idem, which means that nobody
can be sentenced twice for the same facts, arisk which arises when an operator isliable to application of an
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administrative sanction imposed by the regulator and a criminal sanction imposed by a court. In some
countries, the legal systems allow both to be applied, whereas the Supreme Court of Norway has taken care
to exclude such a possibility

4.3.4 Compliance

The purpose of several tilsyn, is to adopt individual decisions aimed at verifying compliance with
different standards. Where such compliance does not involve the need for operators to obtain approval, this
control may be exercised through inspections. This is the case for the Civil Aviation Authority or the
Railway Authority. Usually, supervision is exerted through granting individual licences. This applies
particularly to cases involving pollution, since the Act setting up the Norwegian Pollution Control
Authority establishes the principle that pollution is prohibited unless special permission has been granted
either by law, regulation or as an individual permit. (See Annex 8).

4.3.4.1 Dealing with overlapping responsibilities

In some cases, overlapping demands for licensing and safety imposed on the operators could trigger a
heavy and uncoordinated regulatory burden. The power to grant a licence before operators can enter a
sector, the renewal of authorisations, regular inspections, etc., are key tools for ensuring proper regulation.
The matters can be more complex when the purpose of regulation is more than simply opening up recently
liberalised sectors to competition, and is more a matter of maintaining a dynamic competitive equilibrium
while protecting another interest, for example safety, asisthe case for the oil industry.

4.3.4.2 Giving tilsyn the possibility to go to court to maximise compliance

When regulators act on their own initiative, without having to wait for a referral, they are closer to
administrators than to judges. Better access to courts could also help maximise compliance. This would
require that regulators be able to bring proceedings themselves, take part in ajudicial procedure, and even
lodge appeals against judicial decisions. Technicaly, thisis only possible if the regulator possesses legal
personality, which is the case in some countries. The German financia regulator was given lega
personality under an Act of 1998. A recent reform in France, creating a Financial Markets Authority, gives
legal personality to this body (2003). The legal personality contributes to strengthening independence, but
above all increases effectiveness by alowing regulators to react very quickly, be a party to proceedings
other than those initiated by them, and thus to state the case for regulatory requirements in other decision-
making fori. Currently, this is not possible in Norway. This legal evolution could nevertheless be
envisaged from alonger term perspective.

4.4  Policy options

If the powers delegated to the Norwegian tilsyn generally mirror the Norwegian situation, they might
be revised or more clearly defined. For example, if the various tilsyn are not given the power to exert any
direct rule-making, a possibility would be to alow them to propose genera rules which would only
become effective if endorsed by theministry. Many tilsyn aready are involved in preparatory rule-making,
inter alia not to overburden the ministries with work on technical regulations. Thus, a minister would retain
the forma power to enact the rule, or to block the adoption of rules for which he would be politicaly
accountable without depriving regulators of an essential means of regulation and without giving them an
incentive to resuscitate a regulatory power through individual decisions. In the same vein, increasing the
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power to settle disputes could help to strengthen the legitimacy of the tilsyn and to take advantage of their
technical expertise. When tilsyn are to exert quasi judicial requirements, the process needs to be carried out
in an impartial way, with different persons bringing the proceedings and imposing sanctions.

The level of regulatory quality, in terms of transparency, clarity, consistency and compliance, is
generally satisfactory in Norway. Strengthening the independence of the tilsyn may improve the
predictability of decisions, since the level of arbitrary political interference will be removed. However, this
may not suffice for Norway to reach the best international standards. From an OECD perspective, it could
be useful to define, as aroadmap, a set of best practices for utility regulation, as they have been devel oped
in other countries. (See Box 6). These best practice rules could be defined after a broad review, and then be
regularly checked as part of a performance eval uation.

Box 6. Best practicefor utility regulation and economic regulatorsin the UK and Australia

After reviewing the economic regulators in the UK, the Better Regulation Task Force, formulated 5
recommendations:**

1. Regulators annua business plans should include a clear prioritisation of their different objectives, and should
explain how the decisions relate to the objectives.

2. Regulators are required to produce assessments of costs and benefits for proposals with a significant business
impact.

3. The boards of regulators should include both executive and non executive members, and be appointed for
expertise rather than represent stakeholder groups.

4. Regulators need to promote consultation

5. Regulators should set a programme to review market sectors for lifting price controls and removing outdated
licence condition.

In Austraia, the Office of Water Management has identified 9 principles of best practice regulation:®
Communication, Consultation, Consistency, Predictability, Flexibility, Independence, Effectiveness and efficiency,
Accountability, Transparency. This needs to be accompanied by a whole government approach, with a small number
of regulatory bodies and consistency in their approaches. A Governance Task Force was established on 14 November
2002, to review the corporate governance of Commonwealth statutory authorities and office holders, in order to
develop abroad template of governance principles.

5 ASSESSING THE PERFORMANCE OF INDEPENDENT REGULATORS

5.1 Thechallenges of performance assessment

Performance assessment helps to improve the whole regulatory system by making adjustments on the
basis of the obtained results. This promotes the harmonisation of substantive rules through using common
evaluation instruments. The purpose of performance assessment is to measure whether the action taken by
regulators has been satisfactory and has led to expected resultsin view of their powers and independence.
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51.1 A complex task

Assessing the performance of a supervisory institution is a difficult task, and needs to be conducted
mainly from an efficiency perspective. Supervisory institutions represent a form of non-elected power,
with a degree of independence, which can only be judtified if it is made efficient and accountable.
Assessing performance involves either ex ante or ex post evaluation. Ex ante evaluation is performed
through Regulatory Impact Analysisin the case of rule-making. Ex post evaluation implies reassessing the
objectives assigned to the supervisory institution to see whether it performed according to the objectives or
missions which justified its creation.

It would be desirable that a Regulatory Impact Assessment be performed before setting up
supervisory institutions or independent regulators, but it is not aways possible. In some cases, these
ingtitutions are established or strengthened to react to a crisis, such as a financial market crisis. In other
cases, these ingtitutions are established to cope with international commitments. Many of the tilsyn have a
long history with a gradual development from a ministerial agency.

Therefore, ex post evaluation is the primary tool to assess the performance of supervisory institutions.
Thisinvolves ng the returns of the resources invested into them, or more broadly their economic and
social benefits against the powers or missions they were attributed. This assessment is necessary, as
supervisory ingtitutions rely on the use of public funds and the exercise of public prerogatives, and
therefore need to be accountable. This assessment balances the independence devolved to supervisory
ingtitutions and requires careful monitoring. Too stringent assessment could be used as a tool to undermine
the independence of regulators, thus preventing them from fully fulfilling their mission, while the absence
of performance assessment could raise concerns about their legitimacy and truly undermine their
ingtitutional legitimacy and influence.

512 Thepillarsof performance assessment

This assessment includes the following:

- Purefinancia assessment of the use of budgetary funds (Prudent use of resources complying
with financial regulations)

- Legal review of the regulator’s decision; (Compliance with the law).
- Broader performance assessment. (Value for money).

The pure financia assessment is usually the task of the national audit office, but may be performed
differently for independent bodies in certain countries. The legal review of the regulator’s decisions also
contributes to accountability, and has been discussed above. The broader performance assessment itself can
be conducted in severa frameworks and by different types of ingtitutions with a different expertise. In
broad terms, this assessment can involve:

- A sdf assessment, conducted by the supervisory agency itself;

- Anassessment produced by an executive body, such asaMinistry;

- An assessment produced by a national audit office, as a way of reporting to Parliament in
broad terms on the efficiency of its palicies;

© OECD (2003). All rights reserved. 38



- Anindependent assessment conducted as part of academic research to contribute to the public
debate.

A mgjor requirement for performance assessment is to state the goals clearly. These goals are usually
laid down by law. In theory, the most effective approach is to give regulators clear and possibly single
goals, for example opening up a sector to competition, or ensuring safety. However, in practice multiple
goals have often been assigned to sectoral regulators. For example, the regulator of the Post Office and
Telecommunications needs to ensure the “ socio-economic” development of the sector, a vague term which
makes subsequent evaluation difficult. The trade-off between various objectives such as social goals and
efficiency issuesis inherently a political task, something for what independent supervisory agencies do not
have a comparative advantage nor a democratic legitimacy.

The performance assessment against objective external goals can also be completed by an assessment
of the “internal process’: whether the supervisory agency has a sound internal organisation and a good mix
of technical skills. Furthermore, the rapidity with which decisions are taken, the underlying reasons given
for those decisions, the number of challenges affecting them and the degree of compliance emerging from
those decisions are also relevant parameters contributing to quality and performance.

Reforms can then be justified when the desired results have not been obtained by the regulator and if
their internal functioning also shows shortcomings. On the other hand, if interna procedures are correct,
teams competent, independence recognised and relations with other institutions or stakeholders active, then
other factors must be responsible for the poor results, such as insufficient resources or legal powers. In
some cases, unredlistic goals may have been set for the supervisory agency, such as an unredlistic
timeframe, or too stringent safety objectives. Therefore, it is critica for the institutions in charge of
performance assessment, and particularly the national audit office, to have a sound framework and to
ensure neutrality and due process in considering the cases; (see for example the Norwegian Office of the
Auditor General below).

5.1.3 Assessment in relation to single or multiple objectives

The ingtitutional design of regulators impacts on the possibility of assessing their performance, asit is
easier to assess a single goal/single function regulator than a multifunction sectora regulator. Thisis where
the traditional organisation of regulators, by sectors, as reflected in the current institutional framework in
Norway, makes rigorous assessment difficult. On the other hand, moving towards single objective
regulators, as in the case of safety following the White Paper’'s recommendations, would make the
assessment more feasible.

Nonetheless, when multiple objectives cannot be avoided, they could be hierarchised by law, So far,
this has not been done for any tilsyn in Norway. With such a prioritisation of objectives, a reliable multi-
criteria evaluation is made easier, providing a relative weight to indices of satisfaction. Furthermore, the
democratic aspect of the regulatory system will be enhanced because prioritising objectives is also
necessary for regulators to perform efficiently. Striking a balance between freer competition and safety, or
reconciling employment policy and competitive development, or regiona development policy, should
provide substance to the democratic public debate and be laid down by law.

© OECD (2003). All rights reserved. 39



5.2 Thecurrent practicein Norway

5.2.1 Theframework developed by the Office of the Auditor General and recent results

Assessing performance of the public sector in broader terms is part of the Office of the Auditor
Generd’s responsibility. This dates back to the considerations made in 1972-1973 where the Auditor
General is to provide the Parliament with more detailed knowledge about the activities of the government
administration. This was reinforced by the Parliamentary Standing Committee on Scrutiny and
Consgtitutional Affairs which noted that “performance audits reveal a clear need for further examination of
the effectiveness, efficiency, management and supervision in the use of public funds’. Performance
assessment is the systematic analysis of the economy, efficiency and effectiveness of government
administration on the basis of the Parliament’ s decisions.

The performance assessment framework developed by the Office of the Auditor General is associated
with the constraints of independence, expertise, due care and objectivity when performing audits. As a
result, OAG staff for performance auditing differs from the staff for public finance auditing, and involves a
number of practitioners from the sectors. One third of OAG's staff is devoted to performance assessment.
Each assessment involves a project initiation, a feasibility study, a main analysis, and post-audit work, and
a follow-up plan. The reporting to the Parliament comes at the end of the process. The audit criteria are
fixed by relevance with the sector, which involves consideration of the supervisory agencies's objectives
and their internal “stated” mode of control. These reports also involve making use of existing data or
collecting new data.

Since 1996, amost all supervisory agencies mentioned in this report, or some of their predecessors,
have been part of the various assessments of the Auditor General. Some of the more recent results are
presented in Box 7. This confirms the problem of conflicting objectives in the safety field and the need for
reforming the Labour inspection authority, and isin a sense very consistent with the 2003 White Paper.

Box 7. Recent assessments by the Office of the Auditor General in relation to the tilsyn (1999-2001)

The labour inspection authority

This authority was questioned several times. It is not included in the current sample but is significantly affected by the
2003 White Paper. According to a performance audit conducted in 1999-2000, this inspectorate had used fewer
resources on inspections than it had planned to. In spite of a number of years of work on methods and tools, no
common guidelines as to how this could be implemented were drawn up. Some of the guidelines elaborated in certain
areas were not followed by local offices. Flawsin the procedures for public procurement were also detected in 2001.

In addition, co-ordination issues arose. A report released by the OAG in 2002 underlined that there was substantial
uncertainty linked to the emission figures of the environmental authorities for chemicals considered a risk to health
and the environment. The labour inspection authority does not know which hazardous chemicals are being used in the
workplace, and the agricultural inspection service rarely controls the use of chemicals. This underlined the risks
raised by co-ordination issues among varioustilsyn in the field of health and safety.

The civil aviation administration

The civil aviation administration financial management has been criticised for deficient budget management, poor
control of costs, and under-rating of computing challenges (1999-2000) (This agency was the old supervisory body
for government owned airports and air traffic control, reorganised as Avinor. This assessment refers to this body and
not to the civil aviation authority established in 2000). The development of the new airport at Gardermoen in 1990
and the new express railway line were also surveyed, and are given as a case example in the framework of
performance assessment issued by the OAG. The audit verified whether the civil aviation administration and the
railway state had incorporated the requirement for cost-benefit analysis in their internal guidelines as a criterion for
audit assessment. These existing “second order” criteria were then used to assess whether they had actually complied
withit.
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The directorate of public roads

The public road administration has been criticised for unsatisfactory quality assurance in planning in the development
of amainland link to Mageroya and Nordkap. In terms of performance auditing, the management of selected toll road
proj ects were not met with sufficient management resources to ensure responsibility for follow up (1999).

The board of health

The audit revealed shortcomings in the procedures for handling complaints and raised issues as to whether several of
the working methods had been given adequate priority, and whether the legal protection of those involved had been
sufficiently safeguarded.

Thegrid function in the electricity market

The regulatory model was assessed as an appropriate tool for increasing the efficiency of grid functions and for
lowering and streamlining prices for subscribers. However, the data was too insufficient to draw firm conclusions.

The pollution control authority

The OAG performed a detailed technical performance auditing of the follow up with Norwegian national regulation
of the OSPAR convention within industry, waste water management and agriculture, where the pollution control
authority is one of the major stakeholders. In this performance audit, the OAG reviewed practices and formulated
some advice for incremental changes to improve the performance, while not revealing major shortcomings.

5.2.2 Theassessment conducted by the responsible ministries

The Ministry of Labour and Government Administration has also produced studies on the
“ingtitutional governance” arrangements of supervisory agencies in Norway as a whole, with a particular
emphasis for those agencies under its direct responsibility. These have been mentioned above and served
as the basis for the proposals in the White Paper. They are focused on the overal ingtitutional framework
and the preconditions for good performance, such as independence or clearly articulated goals. Similarly,
sectoral ministries could also assess the performance of supervisory agencies. However, the lineis difficult
to draw, as an assessment by another executive body in the case of atruly independent agency can also be
arisk for the regulator’ s independence.

5.2.3 Independent academic assessment

Applied economics plays a significant role in assessing the performance of regulators. This type of
assessment has been developed but mostly for sectors with significant economic impact and historical
experience. Many studies have considered the eectricity sector®®. Some have also been conducted on the
deregulation of the airline industry?’. These studies provide an assessment of the economic impact of the
regulator’s incentives offered to the regulated sector, and in particular on the competitive nature of the
market and price adjustments. Given the relatively small size of the country, the wealth of information
available on the electricity sector isimpressive. It can be anticipated that a similar flow of studies could be
developed in other regulatory fields.

5.3 Palicy options

A number of elements contributing to sound performance assessment aready exist in Norway. In light
of strengthening the independence of supervisory authorities, it seems that the corollary would be to ensure
that accountability is also reinforced. However, performance assessment implies the need for information,
with a continuous stream and comparability over time.
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5.3.1 Theneedfor information

The Norwegian situation is satisfactory in terms of transparency and access to information. The tilsyn
have already taken many initiatives, including public hearings or the setting up of Internet sites. For
example the Norwegian State Pollution Authority (SFT) provides continuously and publicly available
information (on the web) on all individual plants regulated by emission permits (see chapter 2, paragraph
82). However, the production of statistical information could be reinforced. The annua report, as part of
the self-assessment, is one means of feeding information to the public debate. However, these reports only
provide part of the required information and could be strengthened to enable statistics to be produced on a
regular basis, and ensure comparability of the results overtime. The use of international information
standards for reporting needs to be encouraged to produce statistical information pertaining to specific
sectors and facilitate benchmarking through international comparisons. This is particularly important in a
European perspective, which promotes unified markets, as in the case for electricity. In addition to
statistical information, objective parameters could be reported, for example, the time needed to hand down
decisions, and should be recorded in a consistent manner across agencies.

5.3.2 One-off requests from the public authorities for expert reports

Information may also be needed on an ad hoc basis in cases of dysfunction or shortcomings. One-off
requests can be made by either ministers or Parliament. The publicly commissioned reports can either be
entrusted to national or even foreign universities, or can be conducted within the public sphere. However,
care must always be taken to preserve the impartiality of the expertise, following the example given by the
Office of the Auditor General.

6 CONCLUSION AND RECOMMENDATIONSFOR ACTION

6.1 General assessment of strengths and weaknesses

The current Norwegian system of supervisory bodies (tilsyn) reflects the overall situation of the
Norwegian public administration. It has developed without major crises and has been able to cope with the
technical tasks. This system is also evolving fast. Norway was a precursor in Europe in modernising its
supervisory agency prior to liberalisation of the eectricity market in the 1990s. However, other changes
were often prompted only as aresult of corresponding EU regulation, as was the case with the introduction
of a specific supervisory body for railways.

These rapid changes reflect the ability of the system to adapt. The level of technical expertise, the
socia consensus, public consultation and transparency have provided sound elements of good regulatory
practices. However, from an institutional standpoint, the reforms have often been piecemeal and remained
partia. This, for example, was the case for the last reform of the competition authority in 1994. Asnoted in
Chapter 2, a whole perspective of the government has been missing. The supervisory bodies also lack a
clear notion of independence, and how they could relate to the political power.
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The Norwegian government has currently laid out a framework for action with the 2003 White Paper
(see Box 7), which addresses a number of issues raised in this report. While not anticipating the outcome
of the debate in Parliament, and the subsequent drafting and discussion of law amendments, the current
report outlines a number of optionsto be considered by Norwegian policy makers.

6.2 Policy Recommendations

These policy recommendations have been developed as part of the analytical framework adopted for
this report, and in light of international experience. They need to be considered with caution, as no definite
agreed international framework exists that can unequivocally advise on organising supervisory authorities.
However, the anaytica toolkit alows to draw some policy implications and to outline a number of
recommendations. While some of these recommendations may deal with some of the concerns of the 2003
White Paper, they may also take a dightly different perspective and offer some complementary approaches
for reconciling increased independence with proper accountability.

1. Strengthen the independence and the authority of the tilsyn

The current features for ensuring the independence of the tilsyn seem relatively at odd with current
international practices, mainly for network industries, financial service sectors and the competition
authority. The possibility of appealing the decisions to the Minister and of receiving direct instructions
from the Ministry stands out in terms of the international perspective. These features have clearly been
identified in the 2003 White Paper. However, other features of the governance structure of the tilsyn could
also be streamlined, in particular in relation to the appointment process and governing structures. The
possibility of indefinite terms for the directors of some tilsyn is aso uncommon. This could result in
rigidity, while at the same time the independence of the decisions was not firmly ensured. In many other
countries, the practice is to have boards, where the members are appointed for overlapping periods of time.

2. Clarify the ingtitutional framework and the functional responsibility

Overlapping responsibilities and conflicting objectives assigned to the same agency have blurred the
ingtitutional framework, particularly in the field of safety. Independent supervisory agencies need clear and
unambiguous objectives to fulfil their missions properly and be accountable for their achievements. In
some cases, this requires redesigning the sharing of responsibilities between agencies in order to improve
the horizontal design, and make it compatible with increased independence. The 2003 White Paper makes
anumber of proposals in this respect, which, taking into account the existing ingtitutional constraints, give
ground to significantly improve the situation.

3. Strengthen the framework for accountability

Increased independence implies increased accountability. Establishing independent bodies with
boards under no institutional control, could raise legitimate concerns in terms of their accountability.
Effective and true independence from the short-term political intervention requires that this dialogue be
ingtituted, with proper procedures to ensure accountability so that the supervisory bodies can be responsive
to their environment. It is important to note that independent agencies are created or modified by law as a
result of long-term policy needs, but the powers delegated to them are not immutable.

The notion of accountability is relatively difficult to trandate in the Norwegian setting where the
concept of ministerial accountability prevails. However, setting up Parliamentary hearings and organising a
dialogue with the public opinion and the citizens®®, could offer the Supervisory bodies a possibility to
remain accountable. In some other countries, the most independent supervisory bodies are given the
possibility of presenting a report which provides explanations about their conduct and the rationale for
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their decisions to the elected authorities. The periodicity of these reports can be fixed, such as a report to
Parliament once a year. This could be similar to the annual parliamentary debate on the financial markets
based on a white paper from the Ministry of Finance. The Parliamentary resources to monitor and follow
up this reporting activity need to be increased and strengthened correspondingly.

4. Monitor the performance of thetilsyn

The tools for performance assessment exist in Norway, but need to be used more extensively and at
regular time intervals in relation to more independent institutions. International comparisons with similar
countries could be widely used in performing this assessment. Performance assessment involves producing
more information, particularly quantitative information on the market outcomes and the economic
performance. In addition, performance assessment can result from independent initiatives, either in the
academic research, or as aresult of parliamentary initiatives. The independence of the expertise providing
the monitoring is key, either in terms of funding the academic research, or in providing impartia advice, as
is the case with the office of the Auditor General.

5. Establish rules of best practice to accompany performance monitoring

Norway could establish best practice rules to accompany performance monitoring, in order to moveto
a continuous process of performance improvement. These rules could also help to accept an increased level
of independence, as they would provide a clear framework as to how the authority is to be exerted. These
best practice rules would also be useful as a reference point and could help to maintain the long-term
strategic orientation. What needs to be avoided is to rigidify the practice and further limit changes.
Therefore, the rules should be renewed periodically (e.g. every five years).
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OECD (2002) "Improving the Institutional Basis for Sectoral Regulators’, Journa of Budget and Management, Paris.
OECD (2002), Distributed Public Governance: Agencies, Authorities and other Government Bodies, PUMA, Paris.
OECD (1999), Hewitt B. (1999) The relationship between competition and regulatory authorities, Journal of
Competition Law and Policy, n° 1, 3, 169-246, “Relations between regulators and competition agencies’, Competition
Policy Roundtables No. 22, Paris. OECD (2000), “Telecommunications regulations. institutional structures and
responsibilities’, DSTI/ICCP/TISP(99)15/Final, Paris, 25 May. International Energy Agency (2001), Regulatory
Institutions in Liberalised Electricity Markets, OECD/IEA, Paris. Further recent work undertaken under the auspices of
the IEA include: "Regulatory Reform in the Electricity Supply Industry: An Overview", C. Ocafia, August 2002.

See OECD (2002d).

The word tilsyn in Norwegian conveys the notion of “watching over”, corresponding to the English
“watchdog”, which corresponds to the supervisory role.

In this report, the term "supervisory bodies' and the word "tilsyn" will be used indifferently and will refer
specifically to the Norwegian ingtitutions. The use of the term “regulator” will refer to the purely
regulatory institutions in a more general way and across countries.

Decentralised public agencies are not a feature unique to Norway. In many countries, autonomous agencies
have been part of new public management (NPM) and modern public governance (Schick 2002, OECD
2002). This was also a key idea underpinning the UK reforms of "next steps” in 1988.

Staatskonsult (2002).

These categories differ dightly from those used by the Ministry of Labour and Government Affairs. Staatskonsult
proposed four categories of tilSyn: those responsible for ensuring safety and supervising the health system; those that

regulate energy and transport; those in charge of monitoring markets and lastly those that ensure the protection of
democratic and cultural values, such as pluralism of information and respect for privacy. This type of classification has
the disadvantage of separating the mission of supervising networks (transport, telecommunications, energy) from that
of supervising economic aspects (openness to competition, prevention of anti-competitive practices, etc.), despite the
fact that these missions are almost always interconnected in the case of network-based industries. The two last
categories have therefore been grouped for the current report.

For a history of financial supervision in Norway, see Ecklund and Knudsen 2001.

Eriksen (1997).

See Ministry of Finance (2001).

Ministry of Labour and Government Administration (2002a).

Ministry of Labour and Government Administration, (2002), Modernizing the Public Sector in Norway, 24
January 2002, Oslo.

Ministry of Labour and Government Administration, (2002b).
Ministry of Labour and Government Administration, (2003), Oslo.

For an initial approach see Cordova-Novion and Hanlon (2002, “Regulatory Governance: Improving the
Ingtitutional Basis for Sectoral Regulators’, OECD Journal on Budgeting, Vol 2, No. 3, Paris.
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16.

17.

18.

19.

20.

21

22,

23.

24,

25,

26.

27.

28.

See Laffont Frison Roche (2002). An interesting feature is that the French notion of Independent
Administrative Authority has a certain bearing with the Norwegian concept of tilsyn, at least covering
supervisory functionsin the mediaand civil liberties, as well asin the competition field and the utilities.

For the full text of the act see: www.ub.uio.no/ujur/ulovdata/l ov-19670210-000-eng.pdf.

These statements are based on interviews with major stakeholders in the Norwegian debate based on a
mission to Oslo early January 2003, including the supervisory bodies, consumers and private stakeholders
and various government officials.

This was before the establishment of the Civil Aviation Authority in 2000.

To search: decision on pricing of baby bells versus the suppliers.

But this was not included in the detailed sample.

See OECD (2000). See aso the original paper prepared for that meeting OECD (1999a), which includes a
detailed submission from Norway. The reader can aso refer to the OECD Review of Regulatory Reformin
Norway, chapter 3, “Competition Policy”, where some of these aspects are also examined.

Not analysed in detail within the scope of this report.

See Better Regulation Task Force (2001).

See Office of Water Regulation (1999).

See for example Magnus, E., incentives for efficiency in grid operations, Olsen I., Risk management in the
new electricity trade, and A. Halset, Competition and market power. In Magnus Midtun (2000). See aso
Sorgard (1997), Braten (1997). See aso the studies by Statistics Norway:, see Bye Halvorsen (1999).

See Salvanes, Steen Sorgard (1998).

As following the well-established requirement of notifying all affected parties and receiving opinions prior
to decisions.

© OECD (2003). All rights reserved. 46



REFERENCES

BETTER REGULATION TASK FORCE (2001) Economic regulators. July. London, www.cabinetoffice.gov.uk.

BJORNDAL M., Jornsten K. (2001) Revenue Cap Regulation in a Deregulated Electricity Market, Effects on agrid
company, Department of Finance and Management Science. Norwegian School of Economics and Business
administration.

Braten J. (1997) Transmission pricing in Norway, Utilities Policy, 6, 3, 219-226.

Brown S. (1997) The Norwegian Banking System, From Crisis to Healthy Competition. Mimeo.

BYET., HALVORSEN B. (1999) Economic objectives and the results of the Energy Act, Economic Survey 1/99
Statistics Norway. www.ssh.no/en/08/es/9901/bye. pdf.

CEMT (2001). The transport industry, Norway. CEMT/CS/TRSEM (2001)2

Christensen T., Laegreid P. (forthcoming), New Public Management, the effect of contractualism and devolution of
political control, Public Management Review

DYRHAUG S. (1999) Regulatory framework for banks, finance companies and mortgage companies. overview of
law and regulations as of August 1999. Norwegian Financial Services Association.

Eberlein B. (1998) Regulating public utilities in Europe, Mapping the problem, EUI Working papers n° 98-42.
Ecklund G., Knudsen S. (2001) Protection Against Crises? A Century of Financial Supervision in Norway.
Norwegian School of Management, Centre for Business History.

www.kredittil synet.no/archive/stab_word/01/02/prote012.doc.

ERIKSEN S. (1997) Public Administration Reform, the case of Norway, paper presented at the roundtabl e conference
on public service reform, India.

Everson M., Mgjone G., Metcalfe L., Schout A. (1999) The role of specialised Agenciesin Decentralising EU
Governance. Report presented to the Commission. European University Institute.

FORSUND F.R., KITTELSEN S.A. (1998) Productivity development of Norwegian electricity distribution utilities.

FRISON ROCHE M., LAFFONT J.J. (2002) Contr6le et Evaluation des autorités de régul ation. Rapport d'expertise
pour la Cour des Comptes. Paris.

GONENC, R., MAHER, M. and G. NICOLETT]I (2001), “The implementation and the effects of regulatory reform:
Past experience and current issues’, Economics Department Working Paper n° 251.

International Energy Agency (2001) Regulatory Institutions in Liberalised Electricity Markets

KREDITTILSYNET (2002) Annual Report 2001. Odlo.

© OECD (2003). All rights reserved. 47



Magnus E., Midtun A. (2000) Electricity Market reform in Norway, Hamshire and London, Mcmillan. (Magnus E.
Midttun A. The Norwegian Model: Competitive Public Economy, From Public Service to Market Competition
Norwegian Utilities" adaptation to market reform,

Minister of Public Enterprise Ireland, (2000) Governance and Accountability in the Regulatory Process: Policy
Proposals, Dublin. March.

Ministry of Labour and Government Administration (2002)a Modernising the public sector in Norway. Statement to
Parliament.

Ministry of Labour and Government Administration (2003) White Paper on the Supervisory Agencies (Modernising
the public sector in Norway. Statement to Parliament. "Om statlige tilsyn".

Ministry of Labour and Government Administration, STAATSKONSULT (2002)b (Be)Grep om tilsyn, An
investigation of the supervisory bodies. Oso. August.

Nordic Competition Authorities (2002) Competitive Airlines, towards a more vigourous competition policy in
relation to the Air Travel market.

Norwegian Ministry of Finance (2001) National Report on Economic Reforms: product and capital markets, Norway,
Tax Policy Department.

OECD (1999) “Telecommunications regulations: institutional structures and responsibilities’,
DSTI/ICCP/TISP(99)15/Final, Paris.

OECD (1999a) Relationship between regulators and competition authorities, Norway submission,

OECD (1999b) Telecommunications regulations: Institutional structures and responsibilities.
DSTI/ICCP/TISP(99)15Final.

OECD (2000) “Relations between regulators and competition agencies’, Competition Policy Roundtables No. 22,
Paris.

OECD (2002a) Regulatory Reform in Norway, report on Government Capacity to Assure High Quality Regulation.

OECD (2002b) "Improving the Institutional Basis for Sectoral Regulators®, Journal of Budget and Management,
Paris.

OECD (2002c) Distributed Public Governance, Agencies, authorities and other government bodies. PUMA

OECD (2002)d Regulatory policiesin OECD Countries, From Interventionism to Regulatory Governance. PUMA.
OECD (2003a) Regulatory Reformin Norway, The role of Competition Policy in Regulatory Reform

OECD (2003b)Regulatory Reform in Norway, Marketisation of Government Services State Owned Enterprises
OECD/GD(98)132 Application of competition policy to the electricity sector, Norway submission.

OFFICE OF THE AUDITOR GENERAL (2002) Guidelines for performance auditing. Oslo.
http://www.riksrevisjonen.no.

OFFICE OF WATER REGULATION (1999) Best Practice Utility Regulation. Utility Regulators Forum, discussion
paper.

© OECD (2003). All rights reserved. 48



SALVANESK., STEEN F., SORGARD L. (1998) Collude, compete or both ? Deregulation in the Norwegian airline
industry. Department of economics Bergen.

Schick A. (2002) Agenciesin search of principles, in OECD (2002) Distributed Public Governance, Agencies,
authorities and other government bodies. PUMA

SORGARD L. (1997) Domestic merger policy in an international oligopoly: the Nordic market for electricity, Energy
economics, 19, 239-253.

Storsul T. (2002) Transforming telecommunications, democratising potential, distributive challenges and political
change. Faculty of Arts, University of Oslo.

Stromsnes D. (1999) OECD Strategic Review and Reform Norway, Osloa.
Y ataganas X. (2001) Delegation of Regulatory Authority in the European Union, the relevance of the American

Model of independent agencies. Jean Monnet Working paper n° 3/01. Harvard Law School/New Y ork
University Law School.

© OECD (2003). All rights reserved. 49



0S ‘pensesal sy |1V "(€002) AD30 ©
SUO 1720 JUNWILIOD (ufs|ns1epyn)
pue  Jodsuell jo  ASIIN 8y} UOIRIAY |IAID (NVVD) KemioN
Jopun Aouefe aAleISIUILPE SNOWOUOINY ‘uoleIAg |IAID | 0} Bullepl €66T dUNC TT JO TOT ON 1Y 0002 | A1oyiny UOIRIAY [IAID 8y L
(1dN)
'SUO [0 IUNWILIOD (us|BUEqUB| SUBEIS)
pue  nodsuel] o AN 8y "(10v Aem|rey) skem ey Jo uonessdo 1002 aelo1adsu|
Jopun Aouefe aAlRsSIUILPE ShowouoINy ‘AlIAde Aemel pue sRem|iey | pue JUSWIUSIICeIsS 8yl Uo €66T aunC Jo 1V 66T | Aeem|ey uelBomIoN Byl
1iodsuel |
JuaWwIUO.IAUT BU IO
‘ABJes pue pue uonoslod BYIOM 01 Bulepl NV
yieay o1 Buiepl serew Ul UoeliSIuiwpy 'S90IN0saJ WnejoJ1ad Uey Jayio
JWBWURLA0D pue InogeT Jo ANSIUIN 8yl $90JN0S3J [eINTeU Bas-gns 10} uoielo|dxe pue @(adN)
01 pue) ABeuz pue wrejomed Jo AiSUIN Uoseasal 21jueios 0] pue ZOD o abreydsip (1eri0ppRIIPBI|0) BRIOIBIIA
3yl 01 parulplogns “AousBe eLBISIUIN ‘Aisnpul wnejoJpd Y1 | U0 Xe} 0} salepl DY SSNIAIPDY WNejolBd wrejoJied ueifomioN
LT6T 132 UOISSI0U0D [eLisnpul|
000¢ 138 ss0Inosal B/
ABJeuz pue wnsjoled Jo AlsIul v ABeu3 066T 8YL
ay} 0} pajeulplogns si (IAN) SrlolRIIg "986T Ul Uoleuisiuiwpe 0661 (3AN)
ABloug pue s90IN0SSY BRA UelBomioN ABseus pue oM ‘TZ6T Ul Paus!|celss pleod 9867 |9kI01BIIG ABlug pue
ayl ‘fouefe [pLRSIUIWL pareulpiogns v 's90IN0sal ABJoud pue oA | A1DLI0BP pue S30IN0sal oM UelBomioN TZ6T | S90In0say oA\ UelBomioN
fBeug
puhs|eP L
SUO 722 IUNLIW0D Bo-1s0d) (1d) Auoyiny
pue uodsuel] Jo AnswuiN ueiBomioN ayl saluedwod (S66T) 1V 04 /66T SUO 729 IUNLLILLOJS P |
Jopun Aousfie aAlrRISIUILPR SNOWOUOINY | SUOITRI IUNWILLIOS B} pue 150d (966T) 10V SUOITRI IUNWILLIOS P | (;£86T | pue 150d
SuoITed IUNWIWOD
‘ssljuoyine
JUBWIUBAOD [220] JO [11UBD AQ INO PaLIeD
1o apeAlud SI 11 BYBYM Jo aAlRdsaI
pue  ‘sukedouod >H_>_uQm 9yl S30INBS 21 JuUBl HCOC‘_t@%
10 spoob jo pupt aur jo SsIpebel | o) s U0 Joe ‘BuSIBAPR UO 108 S0UBISUl
A eORUWCO Jo pubt A | o yoppsife) Jeylo Ul seulyl WIS
0} s31|dde 10V 8Y L SOHIAIe [2[0JBWILIOD
ul safiebus eyl asudielue J0 [enpiAIpul 0SE Inq ‘SeAndelqo Joj uomepunoy, auj
AUe pue [euosea00 10 Jueuewsed ‘Aianae |S! (766 Asenuer) 10y uonnedwod :ueJind
‘UoleJISIUIURe | oiwoucde  Buiuesw  “,Buiernspun,, gepT ulpssinel 66T (voN) Auoyiny
pue Jnoge Jo AISIUIN BY) BpundkIoIRIId [pue  AAnce  epewwod,  Auy |Ajjenuesgns ‘gzeT me| uoiipdwod Ui 926T | uonipdwo) ueiBomIoN
palpow 1se|
Aioyine AUBLULS | |0RIST Aousby
10198s pue ‘sniels [efd] ‘feuonniisu| |sJoeinBes a8yl  Jopun  SI01BS sme areq | Alosinsedns 8yl Jo awepN

€00z Arenuer jose ‘(uhs|n) sa1poq Alosinedns ueiBomIoN pa1ses Jo uondiiasag feeueD T XINNY




paustiqesss 18114 “Aoushie Aiosinedns Apjes pue yiesye ose si adN 8y} BI0N (T) s81pog AlosiaBdns 0} passaippe 81reuuoiisenb 0141080s e U peseq 1eRIeS 4030

TS

‘penJesaI sIybU |1 "(€002) AOI0 ®

/66T Ul 150d 0} papuelxe pue BuluieALiop pisuelels se /86T Ul

:90IN0S

‘panss| uaa( aney suoir|nbal esald ayy
[e10ads Jo JBguinu e ‘s10y pauo uBW 0] dn sebueyd ((148) ufs|nsbulusuainioy
wewuoliAug |omy 8yl 01 ensind  sweigoud 192 [04ju0D 1PNnpoud | Joulw eAss [sueRls)  (VOdN)  Adusby
ay Jo Ansui ayr spun Aousfie annnsex3 |uonnjod amey eyl SI0PSS ||V [dyl (I66T) 19 joauo) uonnjjod 8yl |yim /6T | [04U0D UONN|jO0d UelBomioN
*(uewidinbe
('s[endsoy unJ pue pouMo | [eoIUyde)  [eolpsw  pue  spednnedewreyd
‘UlleeH Jo Ansiul|n | euswiuRACD Buipnou)) 9o yieay (1de0xe) 80 ylgsy  Jo  uosinoid (ufs|iies pH suekIS) (HAN)
ay1 01 perulpiogns AoueBe eLESIUIA | Jo siepiroid sleaud pue oljgnd ||y | 01 paleRl Uoie|nBa. pue S1Je JO 18 1018yl | Side leAsS | UieH Jo pleog UeiBemIoN
SIs) \Mcmm\@ co_ﬁemec_ Smr\mﬁ% ay}
. U0 99 'ON 666T AINC 9T J0 PV (DY WLlS ulH
HONEASIUILIpY . e YIESH UOSEd) ¥7Z "ON TO0Z AeIN 8T JO 10V
eWueN0D  pue  Inoge ]  jo  AnSIN SINEKS BIOGS | 15y eeq feucsied) erp feucsed Jo Busseoid (eufs|nerq)
ueiBomioN 8yl Jepun Apog eAnessiuiwpe e Ag pspinoid S SSIMBYIO SSBIUN |ayy o) Buepl T 'ON 0002 (LAY ¥T j0 PV 000z | (1aN) aleJojoadsu|
Jepusdepul Ue SI akloloadsu| eled 8yl |erp eucsied Busssoold SI010es ||V 'suos.ad 0} parel AnsiBel uo 86T aUNC 6 10V 086T |ekd ueiBomioN ayl
jusWIUO JIAUT
‘ABjes ‘yieaH
SaNIAIIe Bunipre pue sIARS
BununoaJe UL ‘U01333 |00 _ L uoiroosse Jo sspoie pue asodind
1ep ‘swebe apwxe ‘ssoeid jyew |SH UOHNIISU! AL JO BILSIIGEISS SL Buikepun
SUORWBIUI U} Y)IM pue me| 3y} 0} Juensind panss|
pssuoyite pue  sebueyoxe >foors suoisinoid pue Me| Uiim S0Ueplodde Ul euuew (lou/s|mipai>)
‘Buipe) sonunoss ‘'spuny uosUed | pdo.d pue srendoidde e urareiedo pue ssinedns gger ui | (0S19) UossIuwo)
8oueuld Jo AsIUlA | ‘ssitedwiod  soURINSUL  ‘SUONININSUL | 3y suopniisul 8y ey} SINSUS [[eUs BUAS|mpaIyl, | UomesiueBioss |SONLUNOSS  pue  souelnsu|

ay1 Jsepun Jornbai [elouveul) snowouoiny |afebuow ‘Saivedwod soueul) ‘Syueqg [ uondes ‘DY uosiakdns  eloveul ok | ‘Bupjueg ayl
aoueulH
‘BuIsSued || JoALIP
pue sspiyeA Buljjonuod 01 pue (speod Aunod)
pue [uoleu Buluruew pue Bulp|ing 0] parp. (1e12.10pp.1PBS A\ /USSOABEA
UoIESIUEBIO  JUSWILBAOS)  'SUOIEDIUNWIWIOD 'sa01AJes A1) Jeuolreu Buoueulq 102 Jodsuel | suerls) ‘(Mda)  speod
jo Asuiw o) perulpiogns “Aousle [eLRISIUIA | “Aisnpul  uodsues  pue  peoy | Jo Led pue 13e dljjes) peoy NV Speoy VN [3/lgnd Jo sRlo)eiid |yl
pel}ipowW 1se|
Aoyine AUBWILS|0eXsT Aousby
10105S pue ‘sniels [efd] ‘feuoiniisu] |SJorenBes a8yl  Jepun  SI0109S Sme areq | Alosinsedns 8yl Jo awepN




Zs ‘pansesalsiybl || "(€002) O30 ©
‘Aousbe Alosiniedns Aes pue yieaye ose sl ddN 8yl 10N (T) 'seipog Alosinedns 1oy aireuuonsenb o1y10edse Uo pased e 1IepI0eS O30 92IN0S
(B
"JUSLLILOJIAUT 1M WBWIURBA0D -vOdN) Aoyiny jonuod
1o AISIUIN 8yl 0] suodey spunyolignd (ol 029 0.2 SOA Sleak 9 peiodde  pesy | UoNN|jod ueiBomioN
Jsuew.lsd
'sp0dal enuue ‘yijesy 3%e| dog PUIGRD (HGN) yjesH
jo Aswiw 0] suodey Spuny o1and T.€ ON seek 99a | Aq pauiwou 9@ deg pue ©a |J0 prog  ueifemioN
IQN 8reJo1oadsu|
spuny 21jgnd ON og|ekqa uelfemioN 8yl
JUSWIUO JIAUT
‘Apjes ‘YieaH
‘|@oueul) 20uUo

yueg eaue) ayy | jo Ansiuin ayy Aq panoudde se suonninsul a|cenveusI [19UN0D AemioN Jo uosssiwwioD
1M uoieedo-0) 'soueuH | eloueull uo  paiAs| sabreyo  ‘soueuH | 'siek 9 ©a Buiy] Aq peuiodde oq |SBIHUNISS pue  sdueInsu|

jo AisiuiN 8y 01 suodey | Jo AisiuIN 8yl Ag penoudde wbpng o 2T | 9T sk v ;pieog | Joy Bury ayy Aq pejuiodde preog | ‘Bunjueg ayL

aoueul

'SPeoJ |[0} Wolj Spuny ‘uoielisiBol
‘louod  8pieA  pue  Busueol (d4dQ) speoy
JASIUIN 01SHo0RY |SBALD U0 SBIM|  'spuny  21jgnd VN| VN SOA VN BBIUIN Ag porRUILON [211gnd JO 8RI0IBIIQ BYL
"NV wo.y jesodo.d uo peseq Lodsuel Jo
AsiulA ayr Agq paxiy pae *(spuny a1jgnd o JUBWURBAOD | NVVD AemioN Aloyiny
Aus 1IN BY) 01 SHOOBY | 9 25) 'spuny a1jgnd pue sabreyd pue ssed 8TCT| SvT A allulepu| PesH |UoleIAY  [IAID 8yl
AIsIUlA 81 01 Suodey Y wBwuBAOD (19N) arei0108dsU|
SHodeI enuuy Buipunyoljgnd |olw 602 | 02 SOA a)julepu| Jopeliq | femirey uelBemioN 8yl
1Jodsuel |
Bury sy Aq peiuiodde
ABious pue wnajoled "Ansnpul pare|nBal ay )Y pue ABlue pue wrejotpd @{adN) arioraiq
jo AN 01 suoday | UO S39) pUe SBINS| BW0S 'spuny o1gnd | ol TTE | OvE A VN | Jo Ansiy Ag pesodoud 5@ | wnejosd ueiBomIoN
(u bury ays Aq pejulodde (3AN)aml010011
ABJous pue wnajolpd Jo olr|nbal) a|qemoual |pue ABlue pue wrejosped | ABUT  pue  S30IN0SAY
AISIUIIA 81 01 suodey spund a1jgnd 82| Oov SOA | 'sieak 9 | Jo AisuiN Aq pasodoud ©Q | BERM ueifomioN
B U]
1odoaJ fenuue Joe|nBaiayl wody Indul uo (1d) Auoyiny
+ ‘syuow Inoy Ao | peseq pue Lodsuel] Jo ASIUIN 8yl Aq I |1oUN0D SUO 122 IUNWILLODS B |
AN 8y) 01 spody | pex1y ‘'sableyd pue ss9) ‘peoueuly JBS | O OLT | 0T A aluyepu| |ul Bury Ag pewiodde oQ |pue 150d
SUOITed IUNWWO0)D
Bury ays Aq pejulodde

)Y noce (vON) Aioyiny
Ansiuiw ay 01 spodey spunjolignd ol T/ | 02T SOA anuepu| | jo Aisiuiy Ag pesodoid 9@ |uoniedwo)  ueifemioN
[e jouab 21wouoo]
Suo11N JIsul 901440 foueby
A11j1geIuno20Y Bupueul4 | BBpng | JeIS BNPIAIPU] | JO  SwB] peaH | Aiosinedns ay) Jo aweN

€00z Afenuer Jo se salpoq Alosinkedns ueibomoN pa13oes 1o bBuloueul) pue aduepuadapu| ‘2 XaNNVY




€g

‘penJesaI sIybU |1 "(€002) AOI0 ®

*Aouabe Aiosinsedns A jes pue yiesye ose st AdN auyl 810N (T) 'seipog Alosinedns 0} pessaippe a1feuuonsanb o14109ds e U0 psseq B1ERINS AO30  ©2IN0S
(vOdN) Atoyiny
SSA SOA Apoq jeadde [eioeds uis|n [04U0D uonnjjod ueiBomioN
SOA A Apoq feedde feroeds UAS|I} | (HaN) uieeH Jo preog ueiBomioN
pieod IaN
SSA SOA addy Adenud ‘Apoq [esdde [eiosds US|y |aeiopadsu| erg uelGomioN 8yl
wewuo JIAuT ‘ABJes ‘YieaH
oSid
|19UN0D ReMION JO UOSSILWIOD SDINNAS

SOA SOA | ul Buiy BBIIN BB ufs|n | pue oueinsu| ‘Bupjueg ayl

aoueul
(dda)
A A SN UAS| |speoy oiand Jo elopelg eyl
NVVvD AemioN
A SOA BB UAS|l} | Aoyiny  uomeiay  IAID Byl
(1AN)
SOA SOA BISIUIN C\mw_ 11 | arelo10adsu| Aem|ey UelBomMION ay L
1Jodsue ) |
AnSWIA |10 J0 UoRISIUILPY (adN)
SOA SOA JUSWIUIBAOSD) puUe Inoce Jo AISIUIN 9RI0IP\IIg Wrejoied UeiBomioN
(3AN) arel010011q ABJouz
SOA SOA RN :>m_: pue s90IN0SIY PR UelBomioN
B U]

2oueniodw| eluBLLIEPUNY JO SINTRU
Eoniod Jo SBYeW o) SUBWAI BSIUIA (1d) Luoyiny
A A 8yl g ‘(Us) Apog peeddy [eweds UAS|} |suoneouinwwosepl  pue  10d
suoITedIUNWWOoD
(vON)
SOA SOA + BSIUIN c>w_: Auoyiny uonnedwo) ueiBomioN
[e euab 21wouod]
uolreuiwexe uolTeuiwexe
readdy puodes eaddy puo%es
Apoq Aliosinsedns
uewspnquQ 8yl Ag po| uolpnJsul  Ble

IAID | [eadde epipne | BSIUIA 8yl AQ USYe] uosIeQ Apog Aiosinsedns syl Aq usxe) uosioeq AouebBy Alosiajedns ay) Jo swepN

sa1poq Alosinsedns ueiBomIoN pa109es AQ pa1onJisul 1o pa|suoisioap elje sfeadde Jo A111gssod '€ XaANNY




ANNEX 4. A compar ative overview of competition institutions

Competition policy agency staff Separate from government Board or individual®

Austraia 540 Y B
Canada 383 Y B, I
Czech Republic 110 Y I
Denmark 89 Y B, I
Finland 57 Y B (Market Court), | (FCA)
France Y B
Germany 297 (empl.) Y B
Greece 25 Y B
Hungary 116 Y B
Ireland 24 Y B
Italy 180 Y B
Japan 607 Y B
Korea 416 Y B
Mexico 195 Y B
Netherlands 255 (2002) |
New Zealand 107 B
Norway Over 100 Y |
Poland 188 |
Slovak Republic 75 Y |
Spain 98 Y B
Sweden 110 Y |
Switzerland 38 Y B
Turkey 318 Y B
United Kingdom 232 Y B, I
United States 1165 Y B, I
European Union 570

Note:

a) Public resources for enforcement and for development of general competition policy. These may include ministry policy office resources of
public prosecutors that are applied to competition enforcement as well as the enforcement office or agency. Full-time equivalent, unless

otherwise indicated.

b) Whether there is a public competition enforcement agency that is separate and independent from the government (or there is a first-instance

Blank entries indicate no information available.

decision maker, such asa court, that is independent from the government), with tenure or other guarantees.
c) Whether the first-instance decision-maker is an individual official (or judge), or a multi-member board or commission.

Source: OECD Secretariat.
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