
 
 

 
   

 

NORWAY: INVENTORY OF ESTIMATED BUDGETARY SUPPORT  
AND TAX EXPENDITURES FOR FOSSIL-FUELS 

 

Energy resources and market structure 

Norway is the third-leading exporter of oil and natural gas in the world, after Russia and Saudi Arabia. 
Production increased four-fold in less than two decades, from 1980 to 1997, and has fluctuated since, with 
declining oil output offset by rising volumes of gas, which is mostly piped to the United Kingdom and continental 
Europe; LNG exports from a single plant began in 2007. While oil and natural gas together contribute to over a 
half of Norway’s domestic energy needs, hydropower is the single biggest energy source (Norway is the sixth 
biggest hydropower producer in the world) accounting for about a third of total primary energy supply and for 
about 95% of electricity generation in 2010. Norway is also involved in a significant power exchange with its 
neighbours, the magnitude of which depends on precipitation and water inflows to the water reservoirs of the 
country. Coal has been mined on the Svalbard archipelago since the early 1900s. In 2007 production from the 
remaining two mines operated by Store Norske Spitsbergen Gruberkompani AS (SNSG) — Svea Nord and the 
Gruve 7 mine — reached a record level of 4.1 million tonnes, in 2011 fell back to 1.4 million tonnes. Almost all 
of the mined coal is now exported, mostly to Germany (over 60% of total coal exports). At the end of 2011, the 
Ministry of Trade and Industry approved the opening of a third coal mine, at Lackefjell. In 2012, preparatory 
works preceding digging the new mine have begun. 

Petroleum forms the backbone of the Norwegian economy, so the government plays a large direct role in the 
sector. The state holds around one-third of Norway’s proven oil and gas reserves. The state direct ownership of 
these assets is organised into the State’s Direct Financial Interest (SDFI) and is managed by the state-owned 
company, Petoro. The Ministry of Petroleum and Energy (MPE) decides on the SDFI’s share of participation 
when production licences are awarded. The state pays its share of investments and costs, and receives a 
corresponding share of the income from the production licence. An international oil company Statoil ASA, 67% 
of which is owned by the Norwegian state, is the biggest player in the upstream sector, operating about 80% of 
total production on the Norwegian Continental Shelf. Statoil, apart from its own petroleum, is also responsible for 
marketing of the petroleum owned by the SDFI. The company also has a majority interest in the Mongstad 
refinery near Bergen. It is the majority shareholder in Statoil Fuel and Retail ASA, which is the leading retailer of 
oil products in Norway.  

Gassco, wholly owned by the state, is the operator of the integrated gas transportation system from the 
Norwegian Continental Shelf to other European countries. Gassco’s responsibilities include planning, monitoring, 
co-ordinating and administering the transport of gas from the fields to the receiving terminals as well as allocating 
capacity and developing the transportation system. It also serves as operator for the receiving terminals in 
Dunkerque (France), Zeebrugge (Belgium), Emden and Dornum (Germany). There are two main domestic natural 
gas distributors: Gasnor and Lyse Gass.  

The Norwegian State, represented by the Ministry of Trade and Industry, also owns 99.9% of the shares in 
Norske Spitsbergen Kulkompani AS (SNSK), the parent company of Store Norske Spitsbergen Grubekompani AS 
(SNSG), which carries out coal-mining operations on Svalbard.  
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Norway was one of the front‐runners in electricity-market liberalisation; in 1991 it deregulated its electricity 
market, which is now fully open for all producers and consumers. All end users are free to choose their electricity 
supplier. Norwegian electricity-sector legislation is harmonised with EU legislation. The Norwegian power sector 
comprises a large number of mostly publicly owned participants in various areas of business. The government 
views hydropower, the source of virtually all the electricity generated, as of strategic value and, as a consequence, 
it either owns or controls this resource. Around 90% of generating capacity is in public ownership, with local 
municipalities and county authorities alone owning just over half. The state-owned utility, Statkraft, is the largest 
generator. There are more than 160 small distribution system operators (DSOs) in Norway, most of them publicly 
owned. The dominant supplier within a network area is most often a vertically integrated supplier or a supplier 
within the same corporation as the DSO. By 2010, over a quarter of all household consumers had switched away 
from the incumbent supplier. 

Prices, taxes and support mechanisms 

All energy prices in Norway are determined by the market. The Norwegian Water Resources and Energy 
Directorate (NVE), an agency within MPE, is responsible for regulating electricity network charges (but not 
electricity tariffs). VAT at a flat rate of 25% is applied to all forms of energy consumption.1

Norway is a part of the first free electricity market in Europe, the Nordic electricity market. More than 70% 
of energy consumed in the Nordic market is traded through Nord Pool AS, which was established in 2002. 

 Excise taxes are 
levied on oil products and electricity. Several industries are exempt from the excise tax on energy products. 

Energy in Norway is subject to several environmental tax measures, which serve various objectives: raising 
government revenue, pricing of external environmental effects and meeting energy-policy goals. An SO2 tax on 
mineral oil was introduced in 1971 while taxes on mineral fertilisers, pesticides and lubricant oil were all 
introduced in 1988. In 1991, the government levied a CO2 tax on consumption of petrol, auto diesel oil, mineral 
oil and on the offshore petroleum sector (since CO2 tax is classified as a deductible operating cost for income tax 
purposes in paying sectors such as the oil and gas sector, the net amount of the CO2 tax is lower than its gross 
amount). Fuels used in the fisheries sector are all exempted from the CO2 tax. In the past, companies paying the 
CO2 tax were all exempted from the Norwegian emissions trading scheme, which ran from 2005-07. Since 
Norway joined the EU ETS in 2008, however, certain previously ETS-exempted companies are now included in 
the scheme and they do not pay the CO2 tax on mineral oil.  

Currently, the tax authority levies an energy tax on mineral oil and electricity, a road-usage tax, and a wide 
range of environmental taxes on different users and uses of fuels, for example: tax on road usage which applies to 
uses of all fuels (including biofuels), tax on climate gases (CO2, HFC and PFC), and tax on sulphur and NOx. In 
October 2011, the government of Norway presented a new budget proposal, which envisaged a new method of 
calculating CO2 tax expenditures. As since 2013 the EU ETS system will cover about 50% of the total 
greenhouse-gas emissions in Norway, the government has proposed that the price of carbon should be used as the 
reference price for all uses and users of fuels in Norway. This method of calculating CO2-tax expenditures and 
sanctions replaced the previous one, which relied on comparing the CO2-tax rates for different users and uses of 
fuels against a given benchmark. 

Income derived from oil and gas production is subject to a special resource tax of 50%, in addition to the 
ordinary corporate income tax of 28%. For general income tax purposes, depreciation expenses are calculated 
according to rules which are unique to the oil and gas industry: expenses incurred in acquiring pipelines and 
production facilities may be completely written off in straight line over six years, starting from the year when the 
investment was made, i.e. up to 16⅔% annually. The tax base for the purpose of calculating a special resource tax 

                                                      
1 In the northern part of Norway, consumption of electricity and energy produced from alternative 

energy sources is exempted from VAT. The exemption applies to, for example, district heating and 
bioenergy. 
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is the ordinary income-tax base, from which cost uplift is deducted. The cost uplift implies that the petroleum 
industry can write off as much as 30% of the value of depreciable operating assets as of 2005 in straight line over 
four years, starting from the year when the investment was made, i.e. up to 7½% annually. If a company incurs 
losses in a given year, these losses can then be carried forward (with interest, since 2002). If oil and gas 
companies terminate their activities in Norway with losses, the government reimburses the tax value of those 
losses. Since 2005, oil and gas companies reporting a loss for tax purposes can also obtain a reimbursement of the 
tax value (for regular corporate tax and resource tax) of their direct and indirect exploration expenses (excluding 
financial expenses). In practice, this means a government reimbursement of up to 78% of all the direct and 
indirect exploration expenses. In this respect, the government shares symmetrically in both profits and losses from 
exploration and production of petroleum products. In addition to the regular corporate income tax and special 
resource tax, petroleum producers must pay taxes on emissions of carbon dioxide and nitrogen oxide. In the 
hydropower sector, excess returns in generation are taxed at 30%, in addition to the normal corporate income tax 
rate of 28%. 

Norway in the past subsidised the production of coal at the Norwegian-controlled coal mines in Svalbard. In 
2002 ownership of the island’s two mines was transferred to SNSG, on the condition that the mining operations 
would generate an operating profit. Thanks to historically high coal prices and the increased scale of its 
production in recent years the mines have since 2002 operated without state subsidies. 

There are only a few transfers over the Norwegian state budget directly aimed at the upstream oil and gas 
industry. Direct transfers are limited to funding of petroleum research and budget transfers to the Norwegian 
Petroleum Directorate for seismic exploration. 

Data documentation 

General notes 

The fiscal year in Norway coincides with the calendar year.  

Tax expenditures in Norway have been reported in the national budget (St. meld. nr.1 
(Nasjonalbudsjettet)) since 1999. Since FY2010-2011, estimates of the tax expenditures listed below 
can be found in the following table in the budgetary reports: “Tax expenditures and sanctions2

Producer Support Estimate 

 by 
sector” (Skatteutgifter og -sanksjoner for næringslivet).  

Operating Subsidy for Store Norske (data for 1999-2001) 

For many years, the government of Norway provided operating subsidies to Store Norske, the operator 
of the Norwegian coal mines in the Spitsbergen archipelago, in order to balance its accounts. The last 
such annual payment, disbursed in 2001, was worth NOK 136 million. 

Data are only available for the 1999-2001 period. 

Sources: Store Norske Spitsbergen Grubekompani AS (various years). 

                                                      
2 Tax expenditures (tax sanctions) are defined as exceptions from the general rules in the tax system 

that are applied to certain groups or certain activities and imply lower (higher) government tax 
revenue. Norway uses revenue forgone method for calculating tax expenditures. There are different 
benchmarks for calculating tax expenditures related to excise duties and environmental taxes. Excise 
duties are treated individually which means that each excise tax expenditure calculation relies on a 
different benchmark. 
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Tag: NOR_dt_03 

NOx Tax Exemption for the Petroleum Sector (data for 2008- ) 

A tax on emissions of NOx was introduced in 2007. An exemption from this tax is granted to those 
industrial users that participate in the government programme committing them to achieving NOx-
reduction targets.  

This item comprises annual amounts reported for the petroleum sector; we have allocated them on the 
basis of the IEA’s Energy Balances for the oil and gas extraction sector. 

Sources: Ministry of Finance (various years), NOx Tax (2011). 

Tag: NOR_te_10 

Consumer Support Estimate 

NOx Tax Exemption for Domestic Shipping (data for 2008- ) 

A tax on emissions of NOx was introduced in 2007. An exemption from this tax is granted to those 
industrial users that participate in the government programme committing them to achieving NOx-
reduction targets. 

This item comprises annual amounts reported for domestic shipping. The annual amounts reported are 
allocated to diesel, gasoline and fuel oils, on the basis of the IEA’s Energy Balances for the domestic 
navigation sector. 

Sources: IEA; Ministry of Finance (various years), NOx Tax (2011). 

Tag: NOR_te_01 

CO2 Tax Exemption for Natural Gas and LPG Used in Shipping (data for 2010-) 

A CO2 tax on natural gas and LPG (CO2-avgift på naturgass og LPG) used in domestic shipping was 
introduced on 1 September 2010.  

Estimates of this tax expenditure have been provided since 2010. The benchmark is based on the 
carbon price in the EU ETS system. 

The annual amounts reported are allocated to LPG as the fuel breakdown is unavailable. 

Sources: CO2 Tax (2011), Ministry of Finance (2011). 

Tag: NOR_te_02 

CO2 Tax Exemption for Fisheries (data for 1999- ) 

Norway provides the fisheries sector with an exemption from the CO2 tax that is normally levied on 
sales of mineral oil (CO2-avgift på mineralolje).  

Since 2011, tax expenditures have been calculated using the price of carbon set in the EU ETS system. 
Data estimates since 2010 are thus incomparable with the previous ones. Although fishing in distant 
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waters is also exempted from the CO2 tax, the estimates only include those exemptions that are 
granted to fishing in non-distant waters.  

The mineral oil category comprises, among other fuels, diesel oil, kerosene and fuel oil. Since the 
fisheries sector relies predominantly on diesel, we have allocated this support measure entirely to this 
particular fuel.  

Sources: CO2 Tax (2011), IEA, Ministry of Finance (various years). 

Tag: NOR_te_03 

NOx Tax Exemption for Fisheries (data for 2008- ) 

A tax on emissions of NOx was introduced in 2007. An exemption from this tax is granted to those 
industrial users that participate in the government programme committing them to achieving NOx-
reduction targets. 

This item comprises annual amounts reported for the fisheries sector. Since the fisheries sector relies 
predominantly on diesel, we have allocated this support measure entirely to this particular fuel. 

Sources: Ministry of Finance (various years); NOx Tax (2011). 

Tag: NOR_te_04 

CO2 Tax Exemption for Natural Gas Used in Greenhouses (data for 2010- ) 

A CO2 tax on natural gas used in greenhouses (CO2-avgift på naturgass for veksthus) was introduced 
on 1 September 2010.  

Estimates of this tax expenditure have been provided since 2010. The benchmark is based on the 
carbon price in the EU ETS system. 

Sources: CO2 Tax (2011), Ministry of Finance (2011). 

Tag: NOR_te_05 

Concessions on Basic Tax on Mineral Oil (data for 2001- ) 

A basic tax on mineral oil was introduced in 2000 in order to prevent overconsumption of heating oil 
in light of the newly introduced higher tax rates on consumption of electricity. The general tax rate on 
mineral oil has been increasing over time and it now corresponds to the general tax rate on 
consumption of electricity (including a levy on the electricity distribution tariffs). 

The wood processing and pigment industries are granted a lower tax rate on mineral oil while the 
herring meal and fishmeal industries are exempted from this tax. Since these industries rely 
predominantly on diesel, we have allocated this support measure entirely to this particular fuel. 

Sources: Ministry of Finance (various years). 

Tag: NOR_te_06 
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NOx Tax Exemption for Industry (data for 2008- ) 

A tax on emissions of NOx was introduced in 2007. An exemption from this tax is granted to those 
industrial users that participate in the government programme committing them to achieving NOx-
reduction targets. 

The annual amounts reported are allocated, among other fuels, to bituminous coal, diesel, fuel oil, 
natural gas and LPG, on the basis of the IEA’s Energy Balances for the industry sector. 

Sources: IEA; Ministry of Finance (various years), NOx Tax (2011). 

Tag: NOR_te_07 

CO2 Tax Exemption for Natural Gas Used by Industries Outside EU ETS (no data available) 

A CO2 tax on natural gas (CO2-avgift på naturgass) was introduced on 1 September 2010. Some 
industries that are not encompassed by EU ETS, however, are exempted from CO2-tax payments. 

Although such exemptions are listed in the national budget as tax expenditures, their estimates are 
currently not provided since there is too much uncertainty related to their calculation. 

Sources: CO2 Tax (2011), Ministry of Finance (2011). 

CO2 Tax Exemption for Natural Gas Used by Industries Encompassed by EU ETS (no data available) 

A CO2 tax on natural gas (CO2-avgift på naturgass) was introduced on 1 September 2010. Some 
industries that are encompassed by EU ETS, however, are exempted from CO2-tax payments. 

Although such exemptions are listed in the national budget as tax expenditures, their estimates are 
currently not provided since there is too much uncertainty related to their calculation. 

Sources: CO2 Tax (2011), Ministry of Finance (2011). 

NOx Tax Exemption for Domestic Aviation (data for 2008- ) 

A tax on emissions of NOx was introduced in 2007. An exemption from this tax is granted to those 
industrial users that participate in the government programme committing them to achieving NOx-
reduction targets. 

The annual amounts reported are allocated to kerosene type jet fuel only, on the basis of the IEA’s 
Energy Balances for the domestic aviation sector. 

Sources: Ministry of Finance (various years), NOx Tax (2011). 

Tag: NOR_te_11 

Lower Tax Rate on Diesel Compared to Petrol (data for 1999- ) 

When it comes to the tax levied on road users, Norway levies a lower tax rate on diesel in comparison 
to petrol. According to the national budget, that constitutes a tax expenditure. 
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Tractors, construction machinery, chainsaws, boats and snowmobiles used off-the-road are also 
exempted from the abovementioned tax, but they are not included under this item. 

From 2010, this tax expenditure has started covering the lower tax rate on biodiesel as well. Since the 
budget states that the amount of tax expenditure related to biodiesel is about 10%, this amount has 
been subtracted from all the estimates after 2009. 

Source: Ministry of Finance (various years). 

Tag: NOR_te_12 

Concessions on SO2 Tax on Mineral Oil (data for 1999-2005) 

An SO2 tax on mineral oil was introduced in 1971 and was gradually increased over time. Norway 
provides domestic aviation and the supply fleet with a reduction on the SO2 general tax rate. This tax 
expenditure terminated in 2005. 

Exemptions from this tax are currently granted to international shipping, international aviation and 
fishing in foreign waters.  

Sources: Ministry of Finance (various years). 

Tag: NOR_te_13 

General Services Support Estimate 

Petroleum R&D Funding (data for 2005-10) 

The Research Council of Norway offers financial support for petroleum research and development 
activities through funding provided by the Ministry of Petroleum and Energy. In 2011, about 10% of 
the Council’s budget of over NOK 7 billion was devoted to research related to petroleum and energy. 

The following programmes are focused on research and development for the sector: PETROMAKS, 
introduced in 2004, assists the government in the implementation of its research strategy initiative, Oil 
and Gas in 21st Century. The main objective of the programme is to secure gas production in the 
future through the development of new technologies related to exploration, cost-effective petroleum 
extraction and transportation, health and safety, and the environment. PETROSAM assists the 
government in investing into projects related to petroleum activities in the field of social sciences. 
DEMO 2000 is a programme that provides funding for the demonstration and pilot-testing of 
technologies developed under PETROMAKS.  

Payments are allocated to the GSSE since they do not increase current production or consumption of 
petroleum products. 

Data are available for the 2005-10 period. They comprise funding devoted to PETROMAKS, DEMO 
2000, PETROSAM and other strategic research projects related to oil and gas. We use production data 
from the IEA to allocate the annual amounts reported in budget documents to oil and natural gas 
extraction.  

Sources: Ministry of Petroleum and Energy (various years), Norwegian Petroleum Directorate (2011), 
Research Council of Norway (2011), PETROMAKS (2010). 
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Tag: NOR_dt_01 

NPD Seismic Investigations (data for 2007-10) 

The government of Norway provides funding for the research activities of the Norwegian Petroleum 
Directorate (NPD). The NPD concentrates on acquiring knowledge connected to the Norwegian 
continental shelf, which is then effectively used by the oil and gas industry (access to the NPD 
resources is granted after a small lump-sum payment).  

Payments are allocated to the GSSE since they do not increase current production or consumption of 
petroleum products. 

Data are available for the 200510 period. The upsurge in expenditure for the years 2008 and 2009 is 
due to the fact that the NPD received significant additional state-funding for exploration research 
efforts in the Nordland VI, VII and Troms II areas. We use production data from the IEA to allocate 
the annual amounts reported in budget documents to oil and natural gas extraction.  

Sources: Ministry of Petroleum and Energy (various years), Norwegian Petroleum Directorate (2011). 

Tag: NOR_dt_02 
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