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Successful Welfare Capitalism

The economy of Norway has been extremely successful in blending free market activity and government involvement, known as welfare capitalism. Today, Norway is considered one of the most profitable nations in the world. The economy is buoyed by a plentitude of petroleum resources, accounting for over a third of Norway’s exports. In 1994, Norway rejected accession into the European Union, yet Norway maintains extensive trade with the European Union. Its economy has been thriving mainly due to a strong domestic sector.

 Positive Economic Indicators

· The GDP of Norway is $207.3 billion and its GDP per capita is estimated at $47,800

· GDP in Norway is expected to grow by more than 4 per cent in 2006, for the third year in a row
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Inflation rates have remained considerably low, estimated only at 2.3% in 2006

· Anticipating a future decline in oil prices, in 2004 Norway established a state Petroleum fund that exceeded $132.6 billion. The fund primarily will be used to help finance government programs once oil and gas resources become depleted

Economic Structure

· GDP by sector- agriculture 4%, industry 22%, services 74%

· Norway is an open economy, with imports accounting for 44% and exports accounting for 30% of GDP in 2004
 
· Unemployment rates have been steadily dropping. Unemployment was 4.6% in 2005, 3.5% in 2006 and is expected to drop below 3% by 2007

· The major export of Norway is petroleum, petroleum products and gas, accounting for over 1/3 of the country’s exports
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In 2006, Norway was a net external creditor nation. In 2005, it donated .93 percent (USD 2.77 billion) of its gross national income, making it the top international donor

· Trade networks emphasize relations with other Scandinavian countries, the EU and the United States. Likewise, major trading partners in 2005 included Sweden 14.6%, Germany 13.6%, Denmark 7.3%, UK 6.8%, China 5.5%, US 5%, France 4%

· Norwegian monetary policy is designed to maintain a steady exchange rate for the national currency, the krone, against European currencies, notably the euro. Norway chose not to join the EU's Economic and Monetary Union and does not have a fixed exchange rate

· Despite not joining the EU as a member in 1994, Norway’s economy is still intimately intertwined with the economy of the EU, especially through Agreement on the European Economic Area (EEA). The agreement is essential to protecting Norwegian export industries’ market access to the EU’s single Market. Considerable economic contribution by Norway to the EEA has enlarged the internal market of trading

· In October 2002, Norway abolished the 7% “Investeringsavgiften” surcharge on investments, long considered a major obstacle to investment in Norway

Political Considerations

· Norway is a constitutional monarchy. Power is divided between the legislature, executive and judiciary branches. Norway’s legislative branch consists of a modified unicameral Parliament whose 165 members are elected by popular vote by proportional representation to serve four-year terms. Its executive branch consists of the chief of state, the hereditary monarch, and a head of government, appointed by the majority coalition of the parliament

· Norway is divided into 19 counties and 434 municipalities. Local councils derive their power from self-government from the national State

Attractions

· Economic Growth: Norway is one of the richest nations in the world and economic growth is expected to continue into the future largely due to a strong domestic sector and a strong fiscal policy
· EEA Agreement: Norway is granted access to the single market of the European Union and has extensive trade networks with other European Union countries.

· Free of Corruption: In a Transparency International study, Norway ranked 8th in a survey about countries free from corruption; this is extremely conducive to encouraging foreign direct investment and stimulating positive economic growth

Troubled Spots

· Oil Economy: Oil and gas account for 1/3 of Norway’s exports leaving the Norwegian economy extremely subjective to fluctuating international oil prices
· Fisheries Sector: restrictions on foreign investments remain in the fisheries sector, which is extensively regulated. The Fisheries sector is not covered in the EEA Agreement and is often an area of tension between Norway and EU members.
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