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EXECUTIVE SUMMARY 

The EFTA EEA States concur with the main lines of analysis and proposed 
action in the Communication from the Commission on the Competitiveness of 
European Enterprises in the face of Globalisation. Access to and use of ICT 
tools, efficient exploitation of R&D results, innovative education and training 
opportunities, a high level of sustainable development as well as a strong 
entrepreneurial culture are important elements of a company's competitiveness 
in a globally inter-linked and knowledge-based economy. The EFTA EEA States 
would, however, also like to point out that, factors, such as a sound macro-
economic policy, a transparent and comprehensible legal and administrative 
framework, a high level of stability as well as cross-cultural communication skills 
are equally relevant for the competitiveness of businesses. 

The EFTA EEA States would like to underline that a horizontal approach 
towards improving and simplifying the business environment is the only way 
forward to enhance the competitiveness of European enterprises. The quality of 
legislation having an impact on businesses needs to be improved as well as 
relevant cost benefit analysis. Actions in the areas of ICT, R&D, education and 
training as well as entrepreneurial culture should be inter-linked and directed 
towards enhancing partnerships and clusters between stakeholders. 

The EFTA EEA States would also like to take this opportunity to underline the 
importance for our countries to be closely involved in the Community's 
discussions on competitiveness, in particular with regard to the work related to 
the Competitiveness Report. 
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I INTRODUCTION 
 
1. The Commission on 20 January 1999 adopted a Communication on the 
competitiveness of European Enterprises in the face of Globalisation - How can it be 
encouraged, COM (98) 718. The Communication highlights the new key factors for 
the competitiveness of businesses, draws up a diagnosis of the strengths and 
weaknesses of European enterprises in the global market and identifies the priorities 
for action. 
 
2. EFTA EU co-operation in the field of small and medium-sized enterprises is 
provided for in Article 7 on SMEs to Protocol 31 on flanking and horizontal policies 
to the EEA Agreement, and since the entry into force of the EEA on 1 January 1994 
the EFTA EEA States have been fully participating in the Community Programmes on 
SMEs. Furthermore, representatives from the EFTA EEA States have taken part in the 
meetings of the Article 4 Committee established under the SME Programme. In 
addition, the EFTA EEA States since 1 January 1999 participate in the JEV 
Programme, and EFTA EEA representatives are also involved in the follow-up work 
to the BEST Action Plan, the BEST Expert Group. It seems worth mentioning that the 
EFTA EEA States contribute financially to the aforementioned activities in the same 
manner as EU Member States. The EFTA EEA States have also at several occasions 
expressed their interest to follow closely the Community's work on competitiveness, 
in particular with regard to the Competitiveness Report and benchmarking. 
 
 
II GENERAL REMARKS 
 
3. In view of the information and consultation procedure provided for in the EEA 
Agreement, the EFTA EEA States are pleased to submit comments on the 
Communication from the Commission on Competitiveness of European Enterprises in 
the face of Globalisation. The Communication touches upon many issues, which are 
high on the political agenda also in the EFTA EEA States. We would, therefore, like 
to take this opportunity to underline the importance for our countries to be closely 
involved in the Community's discussions on competitiveness, as they to a great extent 
shape the development of the internal market, in which enterprises from both the 
EFTA EEA States and the EU Member States operate. Given the fact that the 
Competitiveness Report constitutes the central element in the Community's 
discussions on competitiveness, the EFTA EEA States attach great importance to 
being involved in relevant work on the EU side, both in terms of analytical input and 
participation in expert meetings under the structure of the Delegates of Directors-
General for Industry. Furthermore, we are pleased to also submit at Annex some 
information as to the current debate on competitiveness in Norway, Iceland and 
Liechtenstein. 
 
4. The EFTA EEA States fully concur with the two main aims of the 
Communication: First, globalisation is a great opportunity for European enterprises. 
Second, and in order for European businesses to fully benefit from this new situation, 
the EFTA EEA States are of the opinion that it is the task of government authorities to 
establish a framework, in which due consideration is given to the key elements of 
businesses' competitiveness. We would, however, also like to underline that the main 
responsibility for competitiveness lays with the enterprises themselves. 
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III NEW KEY FACTORS OF COMPETITIVENESS 
 
5. The EFTA EEA States agree with the conclusion of the Commission that the 
accelerated internationalisation in the fields of information and communication 
technology, financial flows, enterprise structures and the institutional framework for 
trade (such as the WTO) have lead to a globally more inter-linked economy. As a 
consequence of this development the business landscape in Europe is undergoing 
rapid transformation and knowledge-based SMEs are becoming the new key players. 
 
6. The EFTA EEA States are pleased to see that the Commission in its 
Communication focuses on the competitiveness of SMEs. Small and medium-sized 
enterprises are in fact the backbone of the European economy, accounting for 99.8% 
of enterprises and 66% of jobs throughout the EEA. In recent years innovative SMEs 
have become the new global players and are contributing in a substantial manner to 
the overall economic growth as well as almost exclusively to the creation of new jobs 
in Europe.  
 
7. Against this background, the EFTA EEA States strongly support the 
suggestion by the Commission to launch a broad debate on the new key factors of 
competitiveness as well as on policies having an impact on competitiveness of 
enterprises. The EFTA EEA States agree that in a globally inter-linked and 
knowledge-based economy, access to and use of ICT tools, efficient exploitation of 
R&D results as well as innovative education and training opportunities are crucial 
factors for enterprises to be competitive. Furthermore, we also concur with the 
opinion expressed by the Commission that a high level of sustainable development as 
well as a strong entrepreneurial culture are highly relevant to the competitiveness of a 
company. 
 
8. In addition to the elements mentioned in the Communication, the EFTA EEA 
States would like to point out the following four factors, that should also be 
considered in future discussions:  
 
• Sound macro-economic policy 
• Transparent, coherent, comprehensible and predictable legal and administrative 

framework 
• Stability 
• Cross-cultural awareness and communication. 
 
 
IV ANALYSIS OF STRENGTHS AND WEAKNESSES IN THE 

COMPETITIVENESS OF EUROPEAN ENTERPRISES 
 
9. As regards the Commission's analysis of the strengths and weaknesses of 
European enterprises' competitiveness, the EFTA EEA States share the views 
expressed in the Communication that even though competitiveness of European 
companies is in general satisfactory, some weaknesses are apparent, in particular with 
regard to SMEs engaged in research and advertisement intensive activities. This 
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weakness is accentuated by the fact that SMEs in these two sectors are, at present, the 
driving force for economic growth and job creation in Europe. 
 
10. Turning to the more detailed examination of the detected strengths and 
weaknesses of European businesses' competitiveness on the global market, the EFTA 
EEA States concur with the conclusions presented by the Commission that European 
enterprises are particularly lagging behind when it comes to access to ICT tools as 
well as the use thereof. This is particularly true with regard to electronic commerce. 
We also agree with the Commission's analysis that the difficulties for entrepreneurs to 
access and exploit R&D results for innovative business start-ups as well as the general 
lack of an entrepreneurial and risk-taking culture, hamper the development of 
competitive enterprises in Europe. 
 
11. In addition to the diagnosis outlined in the Commission's Communication, the 
EFTA EEA States would like to take this opportunity to also point out a few elements, 
which should be studied further, when analysing the weakness of European 
enterprises' competitiveness. First, insufficient transparency and comprehensibility of 
the legal and administrative framework for companies both at national and 
Community level, and in particular when it comes to the cumulation of regulations 
from the two levels. Second, lack of long-term oriented sound macro-economic 
policies both at Community and national levels. Third, too few opportunities for 
forward-looking, innovative and affordable education and training as well as 
insufficient use of existing offers. 
 
12. As regards the strengths of European businesses' competitiveness on the global 
market, the EFTA EEA States are of the opinion that the importance attached to 
sustainable development is a long-term asset. Both in terms of opportunities for 
European businesses in the fast grow0ing market of eco-products and services as well 
as the fact that enterprises and their employees benefit in many ways from operating 
in a healthy environment. The high level of stability in Europe both in terms of its 
local and its more general aspects is another relevant element, as it is a main concern 
of entrepreneurs to be able to do business in a safe and stable environment. 
Furthermore, the multicultural heritage and the long history of international relations 
in Europe constitute an excellent basis, on which European companies can build 
cross-cultural awareness and communication skills of their human resources. This is 
in our view of particular importance given the fact that linguistic and cultural barriers 
are today still the main obstacles in doing international business. 
 
 
V THE WAY FORWARD - HOW TO ENHANCE THE 

COMPETITIVENESS OF EUROPEAN ENTERPRISES 
 
13. In order to strengthen the competitiveness of European companies, the EFTA 
EEA States concur with the view expressed in the Communication that the traditional 
industrial policy with its sectoral approach and its emphasis on large enterprises is no 
longer able to address the challenges businesses face in a globally inter-linked and 
knowledge-based economy. Today, a horizontal approach towards improving and 
simplifying the business environment is the only way forward. We would also like to 
underline that given the speed at which changes in the economic landscape take place 
at present, there is an urgency for action. Furthermore and against the background of 
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the fact that the main issues have been identified, there is a need to translate the 
discussions on the competitiveness of European enterprises into action. The EFTA 
EEA States in this context strongly support the main lines of action suggested in the 
Report of the Business Simplification Task Force, which was published on 30 April 
1998. 
 
14. Turning to the more detailed list of tasks ahead, the EFTA EEA States believe 
that in the field of the administrative and legal framework the quality of legislation 
having an impact on businesses needs to be improved as well as relevant cost benefit 
analysis; in general the "think small first" should be the guiding principle when 
drafting and reviewing legislation. Furthermore, administrative procedures for 
enterprises need to be simplified and standardised, time and costs for such procedures 
need to be lowered. There is also a need for changing the general attitude in 
administrations towards more innovation and service-orientation and to enhance the 
dialogue between the administration and SMEs. In addition, a sound and long-term 
oriented macro-economic policy is indispensable to create the conditions, in which 
companies can flourish.  
 
15. As regards ICT, R&D, education and training as well as entrepreneurial 
culture, the EFTA EEA States believe that relevant actions should be closely co-
ordinated and indeed inter-linked. It is in our view very important to enhance R&D as 
well as education and training on ICT through partnerships between schools, 
universities, research institutes, large companies, SMEs and other sectors of the 
society, such as pensioners. Furthermore, efforts should be undertaken to lower the 
costs for ICT. As concerns the ways to improve the access to and the exploitation of 
R&D results in particular for SMEs, we again believe that the best way forward is to 
encourage the formation of clusters between large enterprises, research institutes and 
SMEs. Furthermore, it might be worth considering a redirection of public spending on 
R&D towards innovative areas (e.g. ICT and environment). With regard to education 
and training we are similarly convinced that partnerships between schools, 
universities, large companies, SMEs and other sectors of the society (such as the 
unemployed, pensioners and other people not integrated in the labour market) should 
be fostered in order to provide flexible and innovative education and training 
opportunities at all stages. In this context particular emphasis should be put on ICT, 
technological and entrepreneurial skills. Concerning the lack of an entrepreneurial 
culture in Europe, we believe that entrepreneurial and management skills should be 
evident throughout the curriculum of education and training systems. In addition, 
entrepreneurship as concept of living should be promoted through awareness raising 
campaigns in schools, universities and the media. 
 
16. At the same time the EFTA EEA States would like to underline that in the 
areas of sustainable development and cross-cultural communication skills, where the 
competitiveness of European enterprises is high, efforts should be undertaken to 
reinforce this position. Also in this context we are convinced that there is still room 
for stimulating R&D activities in the field of environment and enhancing partnerships 
between research institutes, R&D departments in large companies and SMEs to 
exploit relevant results, which may lead to the development of environment friendly 
products and services. Similarly, the EFTA EEA States believe that in the field of 
cross-cultural awareness and communication skills the dialogue as well as the co-
operation between schools, universities, SMEs and education departments in large 
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enterprises should be enhanced with a view of offering more practise and business-
oriented language and communication training both for students, professionals and 
other interested persons. 
 
 

*  *  *  *  *  * 
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ANNEX - SPECIFIC NATIONAL INFORMATION 
 
Norway 
 
It is expected that Norway will face special challenges due to the globalisation 
process, partly due to the expected structural adjustment following declining activities 
in the oil sector as well as related developments in other industries exposed to 
international competition, and partly due to its geographic location. 
 
Over the last three decades, the continuous growth of the Norwegian oil and gas 
industry has reduced the incentives for companies to undertake activities in other 
sectors of the economy exposed to international competition. This can be illustrated 
by the fact that growth in industries exposed to international competition (measured in 
fixed prices), with the exception of the petroleum sector did not increase since the 
middle of the 1970s. It is, therefore, due to the growth generated in the petroleum 
sector and the increase in exports of oil and gas that Norway has been able to import a 
growing number of goods and services. 
 
This situation is, however, likely to change in the future. Growth in the petroleum 
sector is slowing down at present, and is expected to decline in the near future. There 
is in fact quite some uncertainty related to the estimates for future output in this 
sector, but even the most optimistic forecasts do not expect the oil and gas production 
to increase. This means that industries exposed to international competition will have 
to increase their share of the overall GDP growth. Some economic estimates indicate 
that in order to realise a GDP growth rate of 2.25% per year until the year 2020, the 
average growth in industries exposed to international competition will have to be 
more than doubled. In view of the expected raise of transportation costs compared to 
other related production costs in the future, the disadvantage of Norway's 
geographical location will become even more apparent. The negative balance of direct 
foreign investment in Norwegian industry in 1998 underlines this difficult situation.  
 
In order to face the aforementioned challenges, the focus of Norwegian industrial 
policy has shifted away from the traditional sectoral approach to a global perspective, 
encompassing all economic activities. 
 
The tight labour market in Norway and the future demographic challenges the country 
shares with the rest of Europe mean that every effort has to be undertaken to 
continuously upgrade the skills of the workforce. Measures have, therefore, been 
taken to ensure close co-operation between the political level, the educational system 
and industry in this regard.  
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As part of a competence reform, the Norwegian Government has proposed a new law 
providing for an individual right to educational leave. The importance of a high 
quality, basic education for everyone is underlined in the reform. It is a specific goal 
of this reform to also include the unemployed and people who for other reasons are 
currently not integrated in the labour market. The government, employers as well as 
employees will be actively involved in the financing, organising, developing and 
undertaking of the reform. 
 
In order to tackle the challenges of electronic commerce the Norwegian Government 
presented a relevant white paper in June1 1999. One of the main conclusions drawn in 
the document is that the development of e-commerce should be led by demand of 
products and services. The government, however, has an important role in facilitating 
this development through establishing a favourable and reliable framework for the 
well functioning of electronic commerce. 
 
The Norwegian Government in June2 1999 also presented a white paper on research. 
It is a specific goal of the Norwegian Government to enhance and stimulate research 
activities in the country. The share of GDP allocated to research activities in Norway 
today, both in terms of private and public spending is lower than the OECD-average. 
The aim of the Norwegian Government is, therefore, to reach the OECD average in 
the near future. To this end, while keeping public funding an important contribution to 
R&D activities, more emphasis is being put to stimulate research financed by the 
private sector and various efforts are currently being undertaken to encourage this 
development. The areas which have been identified as priorities for future R&D 
activities are marine research, ICT, medical and healthcare research, as well as 
research in the field of energy and environment. 
 
In 1998, Norway launched an Action Plan for small businesses with an aim of 
facilitating start-ups and improving the framework conditions for running businesses. 
In the follow-up process to this action plan, specific efforts have been undertaken to 
lower the red tape for businesses, to improve the access to risk capital for businesses, 
to channel investments into intangible assets and to enhance the concept of 
entrepreneurship in general. 
 
As regards the necessity of improving the legal and administrative framework for 
businesses, Norway has adopted a strategy made up of four key areas. A recent study 
showed that Norwegian small enterprises on average spend 31 hours each month in 
order to comply with legal and administrative requirements in the fields of 
environment, taxes and labour market. In addition, they spend on average about 1000 
Euro per month to buy services to help them complying with the aforementioned 
requirements. Norway has, therefore, as a first part of the strategy to improve the legal 
and administrative framework for enterprises, has committed itself to make 
regulations more transparent and comprehensive for businesses as well as easier to 
comply with.  
 

                                                           
1 St. meld. nr 41 (1998-99) Om elektronisk handel og forretningsdrift. 
2 St. meld. nr. 39 (1998-99) Forskning ved et tidsskille 
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As a second part of the strategy, Norway is currently preparing a guide for public 
administrations to better acknowledge the consequences for businesses and to more 
take into account enterprises' needs, when drafting new legislation. To this end, the 
establishment of a business test panel is currently under way.  
 
The third part of the Norwegian strategy to improve the legal and administrative 
framework for enterprises is to ensure that, as far as possible, information from 
businesses to public administrations is reported only once. To this end, the Ministry of 
Trade and Industry in 1997 established a registry containing the number and reference 
of all formal official reporting obligations for businesses, and the burden measured in 
hours of work, these requirements put on them. One of the aims of the registry is to 
encourage the various authorities to co-operate more efficiently in the field of 
information gathering and help them develop forms which request only essential 
information in a straightforward manner. A first assessment of the experience made in 
this regard shows that the registry has, in fact, become an important tool in creating a 
better administrative environment for businesses in Norway. 
 
Finally, the fourth part of the strategy aims at enabling public administrations to 
receive the required information from businesses electronically. Furthermore, an 
increased use of ICT will provide businesses with the opportunity to better access 
public information relevant to enterprises. 
 
In order to ensure a dynamic and efficient follow-up process to this strategy, the 
Norwegian Minister of Trade and Industry has appointed a Forum of Entrepreneurs 
made up of managers from small businesses. The main task of this Forum is to closely 
follow the results emerging from the strategy to improve the legal and administrative 
framework for enterprises and to give first hand input to the Ministry's work in this 
field. 
 
As Norway has a tight labour market, work has been undertaken to assess whether 
some of the labour market regulations are preventing a flexible use of the workforce. 
In the Norwegian view it is important to use the workforce in a flexible manner, while 
at the same time making sure that employees are protected from over-exploitation. 
 
Norway is also encouraging environment friendly production. In the short run this 
leads to higher costs in those sectors of the economy releasing more pollution into the 
environment. In the long run, however, the introduction of stricter environmental 
standards creates new opportunities for the development and use of environment 
friendly technologies and products. Pioneers in this field have a competitive 
advantage. It is the view of the Government of Norway that through the signing of the 
Kyoto Protocol, the contracting parties have agreed to limit the emissions of 
greenhouse gases. Norway is playing an active role in the establishment of a 
transparent and credible system for emissions trading at international level, the so-
called flexible mechanism. Furthermore, Norway is currently in the process of 
developing national policy instruments to ensure that its commitments under the 
Kyoto Protocol will be achieved. The Government has also appointed a commission 
whose task will be to draw up a proposal for a domestic emission trading system for 
greenhouse gases. 
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Iceland 
 
The Ministries of Trade and Commerce together with the Ministry of Finance in 
September 1996 published guidelines on the Icelandic policy on competitiveness. The 
document outlines the main elements of Iceland's competitiveness policy. Further 
details on the issue may be obtained at: 
http://brunnur.stjr.is/interpro/ivr/ivr.nsf/1df3eaf40daeb414002565670
05569f7/9f3891cb44b572b300256831005665ae?OpenDocument 
 
 
 
 
Liechtenstein 
 
Knowledge Industry 
 
The tight labour market in Liechtenstein shows that it is essential for workers and 
employees to upgrade their skills, despite the fact that they might already be well-
educated. The concept of life-long learning is, therefore, crucial for Liechtenstein.  
 
R&D 
 
R&D activities in Liechtenstein do not receive any public funding, and there are no 
intentions to change this policy. Despite this fact capital and research intensive 
products of great diversity are manufactured in Liechtenstein and 3.4% of the total 
workforce is engaged in R&D activities. Furthermore, no measures are taken from the 
government side to enhance economic development in specific sectors, however, great 
emphasis is put on creating a sound macro-economic environment, in which 
enterprises can flourish without outside help. Liechtenstein also attaches considerable 
importance to maintain a healthy system of company law. 
 
SMEs 
 
As in the other countries of the EEA more than 99% of all businesses in Liechtenstein 
are SMEs, many of them in the fields of crafts, trades and services. No direct support 
measures for SMEs exist in Liechtenstein and no specific SME policy is implemented. 
Furthermore, no measures are implemented in Liechtenstein as to the promotion of 
exports. 
 
Sustainable Development 
 
Liechtenstein puts great emphasis on achieving sustainable development and, 
therefore, has set high environmental standards. Considerable efforts are also 
undertaken to make such high environmental standards compatible with social and 
economic considerations. 
 
 

*  *  *  *  *  * 
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