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The Oil Fund as an incubator of well-being 

society 

Atle Midttun 

Norway's Oil Fund has grown so large that it has quietly transformed the country's political 

landscape. At more than NOK 21 trillion, it is no longer merely a savings account for future 

generations. It has become one of the most powerful institutions in Norwegian society and the 

financial backbone of the Norwegian state. 

For three decades, the political consensus 

surrounding the Fund has been remarkably 

stable. The central objective has been to use 

its returns to strengthen and expand the 

welfare state. This strategy has helped 

finance a weighty public sector that has 

contributed significantly to Norway's 

prosperity and social security. 

Yet the Fund's extraordinary success now 

raises a new question. If collective wealth 

continues to grow exponentially, should all future gains be channeled through public 

institutions? Or has Norway reached a point where the challenge is no longer simply how to 

build a stronger welfare state, but how to broaden the foundations of democratic participation 

and collective ownership? 

The debate is often framed as a choice between state and market, public and private. 

Increasingly, however, this may be the wrong question. The real opportunity created by the 

Oil Fund is the possibility of also strengthening a third pillar of society: the civic sphere. 

Alongside markets and government, a richer ecology of citizen-led initiatives, voluntary 

organizations, local communities, cooperatives, and democratic associations could become an 

increasingly important source of social innovation, participation, and well-being. 

The Road Towards a Super-Welfare State 
The welfare state remains one of Norway's greatest achievements. Universal education, 

healthcare, social security, and public infrastructure have contributed greatly to some of the 

highest levels of prosperity, equality, and social trust, and the Oil Fund is heavily behind it. 

Transfers from the Oil Fund now finances more than a quarter of the state budget (figure 1), 

exceeding corporate tax revenues and rivaling the 

country's other largest sources of taxation, the 

Fund has become the single most important 

source of public financial flexibility (table 1) 

  

The logic is politically attractive. If collective 

wealth continues to grow from a seemingly 
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limitless Jar of Zarephath, why not use more of it to expand public services, strengthen 

welfare programs, and finance new public initiatives?  

 

But sovereign wealth cannot suspend 

economic realities indefinitely. A welfare 

state that expands faster than the long-

term return on capital will eventually 

consume the resource on which it 

depends. Scenario analyses suggest that 

continuously rising withdrawal rates, at 

the pace we have seen until now, may 

ultimately erode the Fund itself. Only 

with a low or moderate state budget 

growth rate (3%), and a limited Oil fund 

transfer (25%), will one avoid Fund 

depletion (fig 2). 

 

Figure 2 Oil Fund depletion by transfer target and state budget growth 

 

For further details see appendix 

This was precisely why Norway introduced the Fiscal Rule. The principle was simple: 

preserve the capital and spend only the sustainable return. 

Yet the debate about sustainability is not merely financial. It is also democratic. 
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Beyond the State-Market Divide  
The deeper challenge posed by extraordinary collective wealth is not merely fiscal. It 

concerns the future structure of society itself. Norway already possesses one of the largest 

public sectors in the world relative to mainland GDP. The great achievement of the Oil Fund 

era has been to secure and strengthen the welfare state. Yet success creates its own questions. 

At some point, the central challenge shifts from building more state capacity to strengthening 

society's own capacity for initiative, innovation, and democratic participation. 

The issue is therefore not whether the welfare state should be dismantled. It should not. The 

question is whether further expansion of public administration will continue to generate 

proportional gains in welfare, social vitality, and democratic engagement. 

As states become larger and more comprehensive, an increasing share of social life is 

professionalized, publicly funded, and administratively managed. This has brought enormous 

benefits: greater security, equality, and access to essential services. Yet beyond a certain 

point, there is also a risk that citizens become more distant from the institutions that shape 

their lives. Voluntary associations, local initiatives, and forms of civic self-organization can 

gradually lose ground as ever more activities are absorbed into large bureaucratic systems. 

This creates a striking paradox. A fund originally established to strengthen democratic welfare 

and social stability may, over time, contribute to a society in which citizens participate less as 

active co-creators and more as recipients of collectively financed services. Such concerns are 

often mistaken for an argument in favor of privatization. They are not. 

The traditional political debate is framed as a choice between state and market, public and 

private. But this binary overlooks a third sphere of social organization: civil society. Civil 

society includes voluntary organizations, cooperatives, community initiatives, citizen 

assemblies, local associations, and other forms of collective self-government. It is neither 

state bureaucracy nor private individualism. It represents democratic collective action 

organized directly by citizens themselves. 

Seen from this perspective, the civic alternative is not about transferring collective wealth to 

private corporations or weakening social solidarity. It is about broadening the institutional 

foundations of solidarity. The challenge is not to weaken collective institutions, but to 

diversify them—to complement a strong state with a stronger civic sphere capable of 

mobilizing participation, initiative, and democratic ownership. 

Towards Democratic Renewal 
The Oil Fund offers a unique opportunity to do precisely that.  

 

Imagine that a modest share of future Fund growth were gradually directed towards civic 

institutions rather than flowing exclusively through ministries and public agencies. 

Educational sabbaticals could enable citizens to retrain, study, and develop new competencies 

throughout their lives. Local democratic funds could support community priorities selected 

through participatory budgeting. Citizen assemblies could help guide investments in 

sustainability, culture, technology, and local development. Civic innovation funds could 

support social entrepreneurship, cooperative ventures, and community projects. 
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The underlying principle is what might be called democratic capital: collective wealth that 

remains collectively owned, but is partly governed and deployed by citizens themselves. The 

goal is not only higher material welfare, but also stronger participation, deeper trust, and more 

vibrant local communities. 

As the Belgian democracy scholar and activist David Van Reybrouck has argued, citizens 

derive satisfaction not merely from receiving outcomes, but from helping shape them. 

Democratic participation is itself a source of well-being. 

The significance of this idea becomes particularly clear in a country such as Norway. The 

welfare state has already reached a scale that few societies have ever achieved. The next 

democratic frontier may therefore not be how to expand the state further, but how to empower 

citizens to become more active stewards of the country's collective wealth. 

The potential scale of such arrangements is considerable. Our simulations suggest that a 

gradual civic transfer program could eventually generate annual inflation-adjusted allocations 

equivalent to hundreds of thousands of kroner per adult citizen while preserving the long-term 

sustainability of the Fund. Depending on design and timing, such transfers could approach the 

level of a modest annual salary while remaining supplementary to ordinary income (figure 3).  

In the long term, the gentle scenario yields annual civic transfers of around NOK 360,000 per 

adult citizen. The intermediate/base scenario generates NOK 340,000 while the accelerated 

scenario NOK 310,000 per citizen, all in inflation corrected terms. When children are 

included at half shares, long-term transfers stabilize at approximately NOK 322,000, NOK 

303,000, and NOK 276,000 respectively. In other words, with a gradual introduction over a 

25 year period, under which the Oil Fund would grow substantially, there would be room for 

a considerable per capita transfer. For further overview of the analysis see the appendix. 

Figure 3: Civic transfers per capita 

 

For further details, see appendix 
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Compared to current wage levels the annual transfer per citizen under the gentle scenario 

would be around 80% of a low fulltime salary (467,000), and considerably above a minimum 

pension (293,000) in Norway. 

In a future shaped by automation, artificial intelligence, and increasingly fragmented labour 

markets, such forms of citizen capital income may become an important complement to wage 

income. 

Towards a State-Civic Partnership 
Yet the most promising future is unlikely to lie in either pure statism or pure civic 

distribution. The challenge is not to choose between the state and society, but to develop a 

more productive partnership between them. 

Just as successful modern economies combine markets with regulation, future sovereign 

wealth regimes are likely to combine public institutions with active civic participation. The 

question is therefore not whether collective wealth should be managed through the state or 

through citizens, but how the strengths of both can be mobilized in complementary ways. 

Norway is uniquely positioned to pursue such a path. It does not need to choose between a 

strong welfare state and a strong civil society. It can afford both. A realistic and potentially 

transformative model would preserve the core achievements of the welfare state while 

gradually directing part of future Oil Fund growth toward civic institutions, citizen-controlled 

initiatives, and new forms of democratic participation. 

Such an approach would move beyond the traditional public–private divide. Rather than 

concentrating ever greater resources within either the state bureaucracy or private markets, it 

would open space for a third pillar of society: a civic sphere equipped with the resources to 

innovate, experiment, and contribute directly to the creation of public value. 

One possible approach would be to stabilize today's transfers to the state budget while 

allocating a growing share of future Fund’s expansion to civic purposes (figure 4). Under such 

a model, the welfare state would remain well financed through normal taxation plus Oil Fund 

transfers. Healthcare, education, pensions, and social protection through the welfare state 

would continue to form the backbone of Norwegian society. 

At the same time, citizens would become more visible co-owners and co-managers of 

collective wealth rather than merely taxpayers and recipients of public services. Needless to 

say, developing this form of collaboratives will need time and energy spent on institutional 

innovation. New collaborative civic practices should therefore be introduced gradually, 

building on successful experimental learning. 

Over time, such a partnership could stimulate a more innovative political economy in which 

democratic legitimacy rests not only on redistribution and regulation from above, but also on 

meaningful participation in collectively owned capital.  
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Figure 4: Transfers to State Budget and Sustainable Civic Transfers 

 

For further details see appendix 

Assuming that the 2026 transfer from the Oil Fund to the state budget is held constant in 

nominal terms (purple stepped line), a substantial and steadily growing surplus becomes 

available for civic projects as the Fund continues to accumulate capital (green line). This 

surplus could support permanent annual civic allocations ranging from approximately NOK 

65,000 to more than NOK 264,000 per adult citizen, depending on when civic transfers are 

introduced (blue line in the lower half of the figure). The orange line illustrates the 

corresponding allocations when children are included at half rate. 

A period of experimentation and building robust civic institutions before full-scale 

implementation would therefore have a double benefit. It would not only allow time to refine 

democratic practices but would also increase the eventual size of the transfers as the Fund 

continues to grow. 

Indeed, Norway may be one of the few countries in history wealthy enough to sustain both a 

world-class welfare state and a large-scale civic sector simultaneously. The most attractive 

future is therefore neither a larger state nor a smaller state. It is a stronger society.  

Norway has already demonstrated how a nation can manage extraordinary wealth responsibly. 

The next question is whether it can use that wealth not only to finance citizens, but to 

empower them. With its democratic institutions, abundant resources, strong traditions of 

social trust, and vibrant civil society, Norway may offer a unique testing ground for new 

models of prosperity and become a laboratory for the well-being society of the future. 
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Finally, one could ask whether this experiment is only relevant for Norway and a handful of 

other resource-rich economies? The answer is both yes and no. 

Norway's Oil Fund is unusual in scale, but the underlying principle is far more widely 

applicable. Economic rents arise from many sources besides oil and gas. Governments can 

capture part of the value generated by scarce natural resources, rare minerals, attractive 

locations, and other collectively owned assets. In addition, contemporary economies 

increasingly generate large oligopoly rents. Dominant technology platforms, network 

businesses, and emerging AI providers are often able to earn substantial excess profits 

because of their market position rather than productive effort alone. 

The technical aspects of building and managing public wealth funds are relatively 

straightforward and widely available. The greater challenge lies elsewhere. What is scarce is 

not financial expertise, but the political legitimacy, institutional capacity, and governance 

arrangements required to collect such rents, steward them responsibly, and convert them into 

benefits that are broadly shared across society. 

For further details on the scenario analysis and calculation, see appendix 

https://marketsandmorals.net/onewebmedia/appendix_oil_fund_dem_renew.pdf

