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	Basic statistics of Norway, 2012

	(Numbers in parentheses refer to the OECD
              average)a

	LAND, PEOPLE AND ELECTORAL CYCLE

	Population
                    (million)
	5.0
	 
	Population
                    density per km²
	15.5
	(34.3)

	Under 15
                    (%)
	18.4
	(18.1)
	Life
                    expectancy (years, 2011)
	81.4
	(80.0)

	Over 65
                    (%)
	15.5
	(15.3)
	Men 
	79.1
	(77.3)

	Foreign-born (%, 2011)
	12.4
	
	Women
	83.6
	(82.8)

	Latest
                    5-year average growth (%)
	1.3
	(0.5)
	Last
                    general election
	
	September
                    2013

	ECONOMY

	Gross
                    domestic product (GDP)
	
	
	Value
                    added shares (%)
	
	

	In current
                    prices (billion USD)
	500.4
	
	Primary
                    sector
	1.2
	(2.5)

	In current
                    prices (billion NOK)
	2909
	
	Industry
                    including construction
	42.5
	(27.4)

	Latest
                    5-year average real growth (%)
	0.6
	(0.6)
	Services
	56.3
	(70.0)

	Per
                    capita, PPP (thousand USD)
	65.7
	(37.2)
	
	
	

	GENERAL GOVERNMENT
Per cent of GDP

	Expenditure
	43.3
	(42.6)
	Gross
                    financial debt
	34.4
	(102.4)

	Revenue
	57.2
	(36.2)
	Net
                    financial debt
	-167.6
	(64.1)

	EXTERNAL ACCOUNTS

	Exchange
                    rate (NOK per USD)
	5.8
	
	Main
                    exports (% of total merchandise exports)
	
	

	PPP
                    exchange rate (USA = 1)
	8.8
	
	Mineral
                    fuels, lubricants and related materials
	69.8
	

	In per
                    cent of GDP
	
	
	Machinery
                    and transport equipment
	7.9
	

	Exports of
                    goods and services
	40.9
	(53.8)
	Manufactured goods
	6.8
	

	Imports of
                    goods and services
	27.5
	(50.4)
	Main
                    imports (% of total merchandise imports)
	
	

	Current
                    account balance
	14.2
	(-0.5)
	Machinery
                    and transport equipment
	38.2
	

	Net
                    international investment position (2010)
	94.2
	
	Manufactured goods
	15.2
	

	
	
	
	Miscellaneous manufactured articles
	14.8
	

	LABOUR MARKET, SKILLS AND INNOVATION

	Employment
                    rate (%) for 15-64 year-olds
	75.8
	(65.0)
	Unemployment rates (%)
	
	

	Men
	77.7
	(73.1)
	Total (age
                    15 and over)
	3.1
	(7.9)

	Women
	73.8
	(57.0)
	Youth (age
                    15-24)
	8.5
	(16.2)

	Average
                    hours worked per year
	1420
	(1766)
	Long-term
                    unemployed (1 year and over)
	0.3
	(2.7)

	Gross
                    domestic expenditure on R&D (% of GDP, 2011)
	1.7
	(2.4)
	Tertiary
                    educational attainment 25-64 year-olds (%, 2011)
	38.1
	(31.5)

	ENVIRONMENT

	Total
                    primary energy supply per capita (toe)
	5.9
	(4.2)
	CO2 emissions from fuel
                    combustion per capita (tonnes, 2011)
	7.7
	(10.0)

	Renewables
                    (%)
	46.9
	(8.5)
	Water
                    abstractions per capita (1 000 m3, 2007)
	0.6
	

	Fine
                    particulate matter concentration (urban, PM10, μg/m3, 2010)
	16.1
	(20.1)
	Municipal
                    waste per capita (tonnes, 2011)
	0.5
	(0.5)

	SOCIETY

	Income
                    inequality (Gini coefficient, 2010)
	0.249
	(0.304)
	Education
                    outcomes (PISA score, 2012)
	
	

	Relative
                    poverty rate (%, 2010)
	7.5
	(10.9)
	Reading
                  
	504
	(496)

	Public and
                    private spending (% of GDP)
	
	
	Mathematics
	489
	(494)

	Health
                    care
	9.2
	(9.5)
	Science
	495
	(501)

	Pensions
                    (2009)
	7.4
	(8.7)
	Share of
                    women in parliament (%, September 2013)
	39.6
	(25.8)

	
	
	
	Net
                    official development assistance (% of GNI)
	0.9
	(0.4)

	Better life index:
              www.oecdbetterlifeindex.org

	a. Where the OECD
            aggregate is not provided in the source database, a simple OECD average of latest
            available data is calculated where data exists for at least 29member countries.

	Source: Calculations based
            on data extracted from the databases of the following organisations: OECD, International
            Energy Agency, World Bank, International Monetary Fund and Inter-Parliamentary
            Union.




Executive summary
	Main findings

	Key recommendations 



Main findings
Norway’s new
          government has taken over responsibility for a prosperous, well-managed economy, where
          people are generally “happy” – indicators of both material
          and non-material welfare are at high levels. Intelligent use of wealth from petroleum
          resources and active use of monetary policy within the flexible inflation-targeting
          framework have insulated Norway from the worst of the financial crisis-induced recession
          and supported the recovery. There are challenges in a number of areas, which are taken up
          in this Survey.
Monetary policy and financial stability. Flexible inflation
          targeting has worked well in the face of the financial turmoil of the past decade. The
          authorities have been rightly concerned about rising house prices and the vulnerability of
          highly-geared households. Policy interest rates have been somewhat higher than would have
          otherwise been warranted because of this. Signs of a cooling housing market may be due to
          guidance on loan-to-value ratios and perhaps also to anticipation of tighter capital
          requirement for banks. Norway has adopted a counter-cyclical buffer, to strengthen the
          banking system in case of severe shocks, before others. Its operation will involve some
          learning by doing and, while not being concerned with fine tuning, should also give the
          central bank a little more room for manoeuvre in its use of policy rates.
Fiscal policy. The new government continues to follow the
          cross-party consensus on keeping the structural non-petroleum budget deficit to 4% of the
          value of the Government Pension Fund Global (GPFG) over the business cycle; a structural
          non-petroleum deficit of around 3% of the GPFG is budgeted for 2014. The real return on
          the assets of the GPFG has often been less than 4%. Despite the benefit of petroleum
          revenues, overall taxation levels are quite high. A reduction in Norway’s relatively high
          taxation, beyond the steps taken in the 2014 budget, with concomitantly lower public
          spending growth, could increase economic dynamism. With greater attention to
          prioritisation and spending efficiency, there will still be room for increasing public
          expenditure in some areas. Full transparency in public finances is important for
          maintaining consensus and effective planning.
Promoting entrepreneurship. Current prosperity has tended to
          disguise a slowing of underlying productivity growth. To sustain growth in living
          standards as petroleum production declines, a thriving culture of entrepreneurship is
          necessary to spot and exploit opportunities, and to raise risk-capital and other
          resources. Public support for innovation should be based on good framework conditions in
          regulatory and competition policy, with direct support being carefully managed. 
Education, skills and the labour market. Education and labour
          market policy have important parts to play in setting the incentives for people to develop
          necessary skills and to participate fully in economic activity, while maintaining the
          co-operation and solidarity characteristic of Norway. The combination of the flat wage
          structure, highly subsidised tertiary education and large numbers of people taking early
          retirement through disability may not be appropriate for encouraging the development and
          effective use of those skills.

Key recommendations 
Monetary policy and financial
              stability
	The monetary
                policy stance of the central bank is appropriate. Interest rate policy needs to
                continue to pay attention to financial stability risks, until the developing
                macro-prudential tools have shown their effectiveness.

	Monitor
                whether the macro-prudential tightening has the intended effect on financial
                stability. If necessary, revise the system of indicators and decision-making
                processes in line with evolving experience. 

	The financial
                vulnerabilities resulting from high household indebtedness at floating interest
                rates should continue to be addressed, notably by further action on prudential
                policy, e.g. on loan-to-value ratios and stress-testing of borrowers’ debt servicing
                capacity.


Fiscal policy
	Aim for a
                gradual fall in the level of taxation, accommodating this within the fiscal
                guidelines by reducing the growth of public spending below that of national
                income.

	Improve the
                efficiency of public spending through more consistent assessment of value for money.
                Any new public body for transport investment should focus primarily on
                cost-efficiency in project choice, construction and maintenance.

	Within the
                goal of lower taxation, reduce distortions created by the tax system, notably
                features advantaging owner-occupied housing.

	Consider a
                longer term policy of keeping the non-petroleum deficit well below the 4% guideline,
                in view of the stronger than expected increase in the Government Pension Fund Global
                (GPFG), uncertainties in the future rate of return on the GPFG, pressure of demand
                in the economy, and fiscal challenges due to ageing. 


Promoting entrepreneurship
            
	Continue to
                base innovation support on a competitive-bid based approach rather than automatic
                support. Continue to focus policy for clusters pragmatically on improving framework
                conditions and information flows rather than promoting clusters per se.

	In addition to
                focus on STEM (Science, Technology, Engineering and Mathematics) skills for
                innovation, ensure that entrepreneurial skills such as risk assessment, people
                management, project planning and finance are also given a place in the national
                skills strategy. 


Education, skills and the labour
              market
	Continue to
                improve the level of training of teachers. Investigate the impact of the performance
                assessment and reward approach used in Oslo on educational outcomes there compared
                with those in the rest of the country.

	Focus more on
                cost-effectiveness in tertiary education, with better incentives for both students
                and institutions. To improve equity and strengthen the link between demand for
                skills and their supply, consider measures such as more guidance on course
                selection, better information for students on career prospects, differentiated
                tuition fees or differentiating (existing) grants, and penalties for excessive
                duration of studies.

	Lower the
                replacement rate for long-term sickness absence and shift some of the costs onto
                employers. To avoid encouraging early withdrawal from the labour market, align the
                rules for early retirement in the public sector with those in the private
                sector.





Assessment and
          recommendations


	Macroeconomic prospects


	New tools to complement monetary
            policy 


	Evolving fiscal policy


	Sources of growth


	Innovation and
            entrepreneurship


	Human capital, education and the
            labour market





Norway’s economy has
        continued to prosper with continued growth in average incomes, low inequality, low
        unemployment and low inflation. Petroleum wealth has contributed to high incomes and
        supported the non-petroleum (mainland) economy; around 8% of mainland production is
        estimated to be directed towards supplying the offshore sector. At the same time, the
        prudent policy of saving almost all of net profits from petroleum as public sector assets
        has mitigated the impact of terms of trade fluctuations while building up a substantial
        stock of financial assets held in the Government Pension Fund Global. The value of this fund
        was about 200% of mainland GDP, some USD 800 billion, by the end of 2013.

Norway’s early and
        continued recovery from the impact of the financial crisis is certainly partly due to the
        favourable position afforded by accumulated petroleum revenues. Therefore Norway faces few
        of the dilemmas that characterise macroeconomic policy in many OECD countries at the moment
        Few acute difficulties appear in other policy areas, although previous Economic Surveys have highlighted relative problems, such as low
        cost-efficiency in education, poor work incentives in the sickness-disability system, some
        weaknesses in public expenditure management, and distortionary elements in the taxation of
        capital. Nevertheless, the new government coalition, which took over in October 2013, has
        signalled certain key economic issues it wishes to address (Box 1).



Box 1. The new government’s policy
              priorities

The new government
            has announced its commitment to implement growth-enhancing policies, such as raising
            infrastructure investments and strengthening its efforts to lift productivity growth. It
            has also committed itself to reduce the overall tax level with an aim to encourage
            investment and saving and to increase labour supply. 

In amendments to
            the 2014 budget the following challenges were noted that the government wishes to
            address:


	Slowing
                productivity growth.


	Real labour
                costs which are high and rising faster than productivity.


	High house
                prices and hence high household debt.




The government
            intends to keep within the budgetary guidelines on the use of petroleum revenue and the
            Government Pension Fund Global.

The government
            intends to rechannel spending of petroleum revenues towards measures that stimulate
            growth and production. This included a stronger prioritization of infrastructure
            investments as well as investments in health education and research in the amended 2014
            budget. 

It set up a
            productivity commission to advice on how to strengthen productivity growth.

It is expected to
            aim for greater use of private sector provision of public services, e.g. in health and
            education.



Consumer price
        inflation has been low, well below the central bank’s 2½ per cent target, for several years
        This has justified low interest rates: the Norges Bank main policy rate has been in the
        range of 1.5% to 2.25% since 2010. Expectations (by the central bank but also by other
        forecasters, including the OECD) of accelerating inflation have generally been confounded.
        However, house prices have climbed well above pre-crisis levels, though they have fallen
        somewhat since mid-2013 (Figure 1). Also, wage costs have steadily
        risen well above those in most other countries, leading to low profitability in some
        industries exposed to foreign trade and where productivity has not kept pace.


Figure 1. Real house prices1...
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