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Budgetary Governance in Practice: Norway
Economic context
Output growth in the mainland economy in Norway is projected to be sustained by the
expansion of private consumption and investment. Employment growth will further reduce
the unemployment rate and consumer price inflation will gradually increase as the upturn
in economic activity proceeds.
Fiscal policy plans
The government is gradually phasing the revenues from the petroleum sector into the
mainland economy. The petroleum revenues are transferred to a sovereign wealth fund.
The expected real return from the investments made by the fund is spent over the budget.
This means that over time the structural non-oil deficit in the central government budget
shall be approximately in line with the fund’s expected real return. Significant emphasis is
placed on evening out economic fluctuations to contribute to sound capacity utilisation and
low unemployment. The real return is estimated to be 3% of the value of the fund at the
beginning of the fiscal year.
A: Fiscal Balance and Public Debt
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Note : The graph is referring to general government fiscal balance
and general government gross debt as defined in the OECD
National Accounts Statistics.
Source: OECD National Accounts Statistics (database);
Eurostat Government finance statistics (database).

C: Public Investment

D: Expenditure by function (2016)
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Note: The graph is referring to government investment as a
percentage of GDP and as a share of total government
expenditures.

Source: OECD National Accounts Statistics (database); Eurostat
Government finance statistics (database).

Source : OECD National Accounts Statistics (database).
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Developments in budgetary governance
A resource-rich country, Norway focuses on disciplined management of the underlying
budget while avoiding over-dependency on the country's oil wealth, which is stewarded via
the Government Pension Fund Global (or oil fund), the largest sovereign wealth fund in the
world with a value of over $1 trillion (as of May 2018). In recent years, the estimated rate
of return from the oil fund – a figure which influences the permitted level of the public
deficit – has been reduced from 4% to a more prudent 3% p.a.
Generally speaking, Norway has not followed international budgeting innovations, such as
medium-term expenditure frameworks; although it has recently moved to introduce PublicPrivate Partnerships (PPPs) as a mode of infrastructure delivery. However, the project
financing over the fiscal budget is designed to be largely independent of whether a
particular project is organised as PPP or as traditional public procurement.
The process of developing the Fiscal Budget is structured and progressive, although not
formally “semesterised”. The parliament has a strong role in the budget approval process;
however, parliamentary scrutiny of the audit report is delayed, by international standards.
Central Budget Authority
Ministry of Finance.
Weblink: www.regjeringen.no/en/dep/fin/id216/
Legal Framework
The Constitution of 1814 assigns authority to the
parliament (Storting) for tax and expenditure matters. The
annual budget procedure is based upon law adopted by
the parliament; and in turn, administrative rules are in
place within the framework of the legislation. The
Government Pension Fund Act 2005 governs the
administration and use of the oil fund.

Budget coverage
The executive’s budget covers budgetary central government, i.e.
government ministries and agencies. At sub-national level (municipalities
and counties), there is a degree of tax-raising autonomy for locallydelivered services, but there is an over-arching requirement of budgetary
balance.
Budget cycle
Budget circular
Pre-budget statement
Negotiations with line
ministries
Executive budget proposal
Start of financial year
In-year budget execution reports
Mid-year implementation report
End of financial year
Year-end financial statement
Audited financial report
Parliamentary accounting
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Norway’s application of OECD budget principles “at a glance”
1.

Fiscal policy
objectives

2a.

Strategic alignment

2b.
3.

MTEF
Capital and
infrastructure
Transparency and
accessibility

4.

5a.

Parliamentary engagement

5b.

Inclusive public / civic debate

6.

Financial reporting and
accounting

7.

Budget execution

8a.
8b.
9.

Performance budgeting
Evaluation and VFM
Fiscal risk and long-term
sustainability

10.

Quality assurance and audit

Budgetary drawdowns from the oil fund should over time reflect its expected real rate of return
(recently reduced to 3% p.a.), and this rate in turn sets the allowable structural non-oil budget
deficit.
No specific measures in place to promote alignment of budgets and national or sectoral plans other than
two plenary discussions in the cabinet over the annual fiscal budget.
No MTEF in place
Capital budgeting is integrated within the main budget. Recent moves to introduce PPP modality into
infrastructure provision.
Good budget transparency with 6 of 7 core budget reports in place (no pre-budget fiscal policy statement)
and 7 of 9 additional budget reports. Systematic use of open data and a citizen’s guide for the draft
budget is available.
Strong role for the parliament (Storting) in budgetary approval, with engagement of Standing Committee
on Finance and Economic Affairs as well as other sectoral committees. No specific ex ante role in
budgeting, and parliamentary scrutiny of the annual audit report does not take place until 1.3 years after
the budget year.
No particular measures in place for engaging civil society organisations or citizens directly within the
budgetary process.
Cash-based budgeting and reporting. The year-end report present the following statements: cash or
commitment basis budget or appropriation outturn, balance sheet, income statement, statement of
changes in net assets, budget execution statement and disclosures
All revenues and expenditures are managed via the single treasury fund. Carryovers are allowed for nonmandatory spending and within certain limits (5% of operational spending is transferable, investment
appropriations may be transferred in total for two years)
Performance budgeting for presentational and managerial purposes in place.
Spending reviews and evaluations are used to inform the budget process each year.
Fiscal risks and long-term sustainability are discussed in annual national budgets. A long-term
perspective report (white paper) is presented every four years discussing future challenges and options
in the economy and the government's strategy for meeting them.
The Office of the Auditor General is established under the constitution.
There is no independent fiscal institution in place.

Note: Rows in bold represent notable international practice.
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