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Economic situation in Norway after the outbreak of the global
financial and oil crises in the context of EU integration trends

Abstract. This research presents an analysis of influence of the global financial crisis and the following oil crisis on the EU
integration trends in Norway. Our aim is to deduct the impact of the oil and gas industry on the economic situation and prosperity
of Norway and indicate the effect of political and economic stability on the EU integration. The results of this research indicate
that Norway prefers to stay outside the EU integration in times of crises as well, mainly due to significant profits from the
petroleum industry, the country’s ability to recover after crises and strong governmental support to stabilize the economy.
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JNinkosa J1.

OOKTOP eKOHOMIYHMX HayK, npodecop, EkoHomi4HuI yHiBepcuTeT y BpaTncnasi, bBpatucnasa, Cnosaubka Pecny6bnika
loBopkoBa K.

acnipaHTka, EkoHomi4HuI yHiBepcuTeT y BpaTtucnasi, bpatucnasa, Cnosaubka Pecny6bnika

EkoHomi4yHa cutyauis B HopBerii nicns cBiToBoi (hiHaHCOBOI Ta HahTOBOI KPU3 Y KOHTEKCTi iHTerpauiiHux TeHpeHuin B €C
AHoTaUif. Y cTaTtTi npegcTaBneHo aHaia BriMBy CBITOBOI (hiHaHCOBOI Ta HApTOBOI KpK3 Ha EBPOIHTErpauiiHi TeHaeHuii B Hopseri.
MeToto LbOoro AOCNILKEHHS € BUBYEHHS BNMBY HAhTOBOI i ra30BOI NPOMUCNOBOCTI SIK HA EKOHOMIYHY cuTyauito B Hopserii, Tak i
Ha Jo6pobyT AaHoi KpaiHW, a TakoXX BU3HAYEHHS TOro, SSKUA BB Mae NOSITUYHA Ta EKOHOMIYHA CTabiNbHICTb Ha €BPOIHTErpaLiniHi
npouecu. Pesynstat NpoBeeHoro LOCNIA)KEHHS] MOKa3ytoTb, WO €BPOIHTErpaujiHi npouecn B Hopserii He MaloTb akTUBHOIO
PO3BUTKY, Y TOMY 41CHi 'y Nepiogy eKOHOMIYHUX KPU3, MEPEBAXKHO 3aBAsKN 3HA4YHOMY MPUBYTKY, SKWIN KpaiHa OTPUMYE Big, HapTOBOT
NPOMWCNOBOCTI, 30aTHOCTI BiQHOBIIOBATU BMACHY EKOHOMIKY, @ TAKOX 3aBAAKM 3HAYHIN NISTPUML| EKOHOMIKM 3 GOKY Aep>KaBu.
Knio4oBi cnoBa: Hopseris; ciHaHcoBa Kpr3a; HadpToBa Kpu3a; YneHcTso B €C.

Jivnkosa J1.

OOKTOP 9KOHOMMYECKMX HayK, Npodeccop, IKoHOMMYECKUiA yHusepcuTeT B bpatucnase, bpatncnasa, Cnosaukas Pecnybnvka
losopkoga K.

acnupaHTka, 9KoOHOMMYecKunin yHnBepcuTeT B bpaTtncnase, bpatucnasa, Cnosaukas Pecny6bnvka

OKoHomMuYeckas cutyauusa B Hopserum nocne Ha4ana mmpoBoro oMHaHCOBOIO U

HedhTAHOro KPU3MCOB B KOHTEKCTE €BPOMHTErpaLMOHHbIX NPOLECCOB

AHHOTauusa. B ctatbe npeactaBneH aHann3 BAUSHWS MUPOBOMO (PUHAHCOBOMO W CNEAyOLWEro 3a HUM HedTsSHOro Kpuauca
Ha eBpOoVHTErpaunoHHble TeHaeHuun B Hopeerunn. Llenbto gaHHOro uccneqoBaHns ABNSETCA U3YYeHNe BAVSHUS HEPTAHONW 1
ra3oBoli NPOMbILLIEHHOCTY KakK Ha 3KOHOMUYEeCKYIo cutyaumio B Hopserun, Tak 1 Ha 6narococTosiHne AaHHON CTPaHbl, a Takke
onpepeneHne Toro, Kakoe BNUsiHNE UMEET MNOIMTUYECKAsA 1 SKOHOMUYECKas CTabuiibHOCTb Ha EBPOMHTErPaLMOHHbIE MPOLECChI.
PesynbTtaThl NpoBEAEHHOrO NCCeoBaHNs NOKasbiBatoT, HTO EBPOMHTErPaLMOHHbIE MPoLecchl B Hopeernm He MeloT akTUBHOIO
pasBuUTKs, B TOM 4YMCNE 1 B Nepuopbl 9KOHOMUYECKUX KPU3NCOB, MPEUMMYLLECTBEHHO 6Gnarogapsi 3Ha4YMTENbHOW Mpubbiin,
KOTOPYIO MOJyHaeT CTpaHa OT He(TAHON NPOMBILLIEHHOCTU, CMNOCOBHOCTM BOCCTaHaBMBaTb COOCTBEHHYIO SKOHOMUKY, a Tak
Xe bnarofaps 3Ha4nUTeNbHON NOAAEPKKE SKOHOMUKM CO CTOPOHbI rocydapcTaa.

KnroueBble cnosa: Hopserus; hvHaHCOBbIM KpM3uc; HeTAHON Kpusunc; YneHcTeo B EC.

1. Introduction

Norway belongs to the wealthiest countries in the world,
mainly due to its strong petroleum industry and a functioning
political and economic system. Norway joined the European
Free Trade Association (EFTA) in the 1960s; however, in times
of economic recessions or crises, the country applied for the
membership in either the European Communities (EC) or the
European Union (EU) three times in order to stabilise its eco-
nomy. Yet, once it was the Norwegian government who with-
drew its application, and the EU membership was rejected by
Norwegians in referendums on the other two occasions.

In the time of the outbreak of both the global financial cri-
sis and the current oil crisis, Norway experienced a significant
economic slowdown which caused serious consequences.
Since the country’s interest in its possible integration into the
European Union occurs mainly in times of economic recession,
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we will focus on the analysis of the economic development in
Norway from 2008 in context of the EU integration. On the ba-
sis of this research, our aim is to investigate whether the global
financial crisis or the oil recession in Norway has a material im-
pact on the country’s desire to join the European Union.

2. Methods

Our research is grounded on the qualitative analysis and
deduction of the impact of the petroleum industry on the eco-
nomic stability in Norway. Furthermore, with a logical abstrac-
tion and synthesis, we will conclude whether Norway is likely to
participate in the EU integration processes in times of crises, as
it was in the case of other economically developed EU member
states, or prefer to stay independent. The data used come from
the Organisation for Economic Cooperation and Development,
the European Central Bank, Eurostat, US Energy Information
Administration and the Financial Market Authority of Norway.

© Institute of Society Transformation, 2018
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3. Results

3.1. The global financial crisis in Norway

The outbreak of the global financial crisis in the
US caused serious economic problems in Europe.

The Norwegian economy was significantly hit, mainly

due to its relatively small, dollar-based money mar-

ket. International growth decreased, which led to the

lowering of commodity prices, international demand

and the export industry. In 2008, Oslo Bers dropped

by 54% and the companies listed there lost their va-

lue (Financial Supervisory Authority, 2009). However,

Norges Bank had already adopted several measu-

res in terms of financial regulation and supervision to prevent
destabilisation in the bank sector (Hodson, Quaglia, 2009), and
liberalisation of the national economy without boom-boost cy-
cles as a consequence of the country’s participation in the inter-
national system (Jonung, 2008), which provided for a «lessons
learned» effect from previous crises. After the outbreak of the
global financial crisis, Norway continued its reforms regarding
bank financing that improved the economy to obtain long-term
finance and to enhance the liquidity situation. Norges Bank also
implemented packages reducing interest rates from 8% in Oc-
tober 2008 to less than 4% in December 2008, and to 2.5% in
February 2009 (Financial Supervisory Authority, 2009) to mini-
mize the debt in real estate sector, which was caused by a de-
crease in real estate prices by 7% in the period from January
2008 to January 2009 (Financial Supervisory Authority, 2009),
and to support the domestic consumption in order to enhance
the export industry. At the same time Norway’s economy expe-
rienced a significant number of bankruptcies in the private sec-
tor. Thus, the unemployment rate increased. Because of that,
the Norwegian government started to support the domestic
consumption and invested mainly into the private sector, the so-
cial sector, healthcare and education.

The government’s measures brought an improvement to
the Norwegian economy. From 2009, the interest rates, as
well as the domestic demand, became stable (Financial Su-
pervisory Authority, 2009). According to Figure 1, the house-
hold debt raised from 2009, which later caused a boom on the
housing market, which explains why the policy of interest rate
stabilisation was required. The annual GDP growth slowed
down from 7% in 2007 to 3% in 2009. However, starting from
2010, Norway’s economy has been experiencing stable GDP
growth with the average value of 4%, as of 2013. The nega-
tive impact of the global financial crisis resulted in an increase
in the unemployment rate, since at the beginning of the global
economic crisis the unemployment rate reached only 2%, al-
though it was less than 3.7% during its peak in 2010.

3.2. Current economic situation in Norway and the oil crisis

The importance of the Norwegian petroleum sector also
played an important role in stabilising the country’s economy.
Until the outbreak of the oil crisis, Norway was the 3 largest
gas exporter in the world, and 21% of its supplies were placed
in Europe (Ayoub, George, 2014). A decrease in the produc-
tion was caused due to the focus on newly discovered fields;
however EIA expected continual growth and stabilisation in
the production of gas and oil in Norway with a small increase
in extraction from already existing fields.

Norway might have lost its competitiveness due to a serious
breakdown of oil prices. However, the government of Norway
spent a significant part of its stabilisation budget to support the
petroleum industry and invested NOK 130 billion in 2010 to en-
hance the oil and gas production, which was an increase of
50% in investments in last 6 years (Sasson, Blomgren, 2011).
The subventions were expected to be increasing; therefore the
creditworthiness of the Norwegian market grew. Also, in com-
parison with other EU member states whose economy expe-
rienced serious breakdowns, the economic reforms in Norway
were successful and stabilised the country’s economy. The
GDP growth increased, the unemployment rate decreased and
the house prices began to rise. Also, the government supported
domestic consumption and the oil and gas industry remained
profitable mainly due to significant investment incentives. A re-
latively fast economic recovery was mirrored in a robust appre-
ciation of the Norwegian Krone (ECB, 2018).
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Fig. 1: Evolution of economic indicators in Norway
Source: OECD, 2017a; Durden, 2016

However, the oil prices in 2015 fell down by 50%, compared
with the year 2012, and the production of oil and gas in Norway
did not respond to this situation in the form of reduced produc-
tion, even if the government’s support to this industry decreased
(Barden, 2015). At the end of 2015, the GDP growth in Norway
decreased to the lowest point in 6 successive years, and the
consumers’ confidence peaked to the same level as during the
crisis (OECD, 2016). The low income from oil extraction and the
depreciation of Krone had a significant impact on the oil prices.
However, in comparison with other economies reliant on oil pro-
duction, the exchange rate of the Norwegian Krone is still rela-
tively strong, even if oil prices are failing (Farook Akram, 2004).
The government of Norway intended to support household con-
sumption in order to increase the domestic demand by reducing
interest rates. Therefore, Norges Bank cut the rate by 50%, yet
this was revised down all quarters in 2015 (OECD, 2016). A sig-
nificant depreciation of Krone, due to its correlation with oil pri-
ces, boosted the activity of other export sectors.

The OECD expected a weak economic activity in 2016 as
well, mainly due to a continuous decrease in the petroleum
industry and the spillovers on non-oil sectors (OECD, 2016).
In early 2016, the price of Brent dropped to USD 30 per bar-
rel, compared with USD 110 per barrel in June 2014 (Nasdagq,
2017). According to the OECD forecast, the unemployment
rate was to peak in 2016 because of job shortcuts in the oil
and gas industry, which would led to a 6% decrease in petro-
leum production (Larsen, 2016) (Figure 1); the inflation rate was
to decrease as a result of the currency depreciation, however
the monetary and fiscal policy was expected to be supportive
in order to prevent risks caused by the household debt and
housing market (OECD, 2016).

The economic outlook for 2017 was positive. According
to the OECD, private consumption, as well as consumer con-
fidence, was strengthening. Due to non-oil government’s in-
vestments, improving the business environment and lowering
taxes, the unemployment rate decreases and the GDP growth
remained positive (OECD, 2017).

A positive economic outlook for 2018 is mainly due to a
robust increase in global oil prices and economic reforms.
Norges Bank focused on improving the business environ-
ment, public spending efficiency, proportionate taxation rules
and neutral fiscal policies in order to prevent economic cycli-
cal effects. Structural reforms were reflected in a slowdown in
the real estate market, a decrease in the unemployment rate
and increasing inflation. (OECD, 2018)

3.3. Economic situation in Norway in the context of the
country’s potential membership in the European Union

Norway has gone through the crisis with the least losses in
Europe. The development of the crisis in Norway was unique
and relatively stable due to various reasons. For example,
Norway had a good working and stable economic and politi-
cal environment and the country did not need to fight with the
collapse in the real estate market, increasing inflation or mas-
sive unemployment. Therefore the country was not forced to
change its foreign policy and become the EU member in order
to stabilise its economic situation. Moreover, there are some
significant reasons for Norway to stay outside the EU.

As a welfare state, Norway would contribute to the
EU budget significantly, mainly in the time when it is ne-
cessary to support other EU member states. Together with
the EU membership, Norway would have to adopt the EU
currency Despite fluctuations in the oil and gas industry,
the Norwegian Krone was stable even after the outbreak of
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global financial crisis. Also, the decreased NOK exchange
rate has had a positive effect on non-oil export industries.
Moreover, the country would have changed its fishery po-
licy due to strict politics of the European Union in this field,
since Norway'’s total fish catches exceeds the limits in fishing
industry. Every year, the European Commission sets limits for
fish catches for every EU member state considering the terri-
tory of the country, the importance of the fishery industry and
the state of fish species in the sea (Lipkova, 2011). Norway be-
longs to the biggest producers of fishes in Europe, even if the
number of its total fish catches is decreasing. The total fish
catches in Finland or Germany, which are the similar size as
Norway, cover only 1/10 Norway’s current fish catches; and
if compared to the most important fishing industry, which is
in the UK, the total fish catches in the UK in 2016 represented
only 30% of the Norwegian ones (Eurostat, 2018). Therefore,
even if the oil and gas industry is the most important indus-
try in Norway, the fishing industry has still a significant share
in Norwegian GDP, and it is strongly supported due to the on-
going crisis in the petroleum sector, due to the strategy of di-
versification and reorientation towards traditional industries.
Two negative referendum results on the potential EU integra-
tion in 1972 and 1994 (NSD, 1994), which showed citizens’ reluc-
tance regarding the EU membership, is another important fac-
tor. Norwegian opposition, usually consisting of Eurosceptics,
has had a strong impact on referendum results (Sitter, 2007). Due
to the stable economic and political environment, Norwegians
have remained reluctant towards the EU integration. The result
of political willingness of being an EU member state was a quasi-
membership which goes beyond the limits of the EEA (European
Economic Area) that includes further adoption to the EU policies
and legislation in order to stay closer to the EU Single Market
(Eliassen, Sitter, 2003). Currently, Norway benefits from the mem-
bership in EEA, which provides closer business relations with the
EU member states, as well as from its membership in the EFTA,
which makes it possible for Norway to export fishing products
and industrial goods to EU member states without paying taxes.
4. Discussion and conclusion
The economic development of the county has a significant
impact on political decision making and integration trends,
mainly in times of crises and recessions. During the global fi-
nancial crisis, Norway experienced an increase in the unem-
ployment rate, inflation, domestic household debt and real es-
tate prices, as well as a downturn in GDP growth. The oil and
gas prices decreased despite the government’s efforts to sup-
port the relevant production in order to stabilise the country’s
economy and to avoid job losses in the sector. Keeping in
mind the fact that Norway has gone through the crisis with the
least losses in Europe, the EU integration would not be bene-
ficial in times when other EU member states are going through
a deeper recession. Norway as a welfare state with a strong
petroleum industry and stable political situation has no urgent
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