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The petroleum fund mechanism 
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Outline 

 Why a surplus or deficit? 

 

 How much should oil producers save? 

 

 Reasons for high saving in Norway 

 

 Conclusion 

 



Current account balance for Norway 
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Current account balances 
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Labour market in a three-sector model 
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“Spending effect” 

Non-tradable

Oil

Manufacturingw 

w’ 

LNon-traded LTraded 

LManuf. 

A 

 

B 

 

Corden and Neary (1982) 

8 

Total labour supply 

W
a
g
e

 l
e

v
e

l 



“Resource movement effect” 
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Oil and gas revenues and government spending 
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Arguments for higher saving 

1. Resource movement effect 

2. Intergenerational concerns 

3. Uncertainty 

4. Political feasibility   
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The Norwegian Troll A platform and some other structures 
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Demand from the oil and gas sector and 

government spending of oil/gas revenues 
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Old-age dependency ratio 
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Oil price 
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The current account and value added in 

oil and gas extraction 
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Conclusion 

 Oil and gas have been a blessing 

 

 Temporary income flows should be transformed into permanent 

gains 

 

 Simplicity and robustness are important concerns 

 

 The current rule strikes a good balance 
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