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прикладних послуг Акерсгуса

Видання здійснене в рамках проекту «Партисипативна демократія та обгрунтовані рішення на місцевому рівні в
Україні», фінансованого МЗС Норвегії . Зміст посібника є відповідальністю АМУ і не обов’язково відображає 
думку МЗС Норвегії . Дозволяється вільно копіювати, перевидавати й розповсюджувати на всій території України 
всіма способами, якщо це здійснюються безоплатно для кінцевого споживача. Посилання на Асоціацію міст 
України є обов’язковим.

«Партисипативна демократія та обгрунтовані рішення на місцевому рівні в Україні» – трирічний проект 
впроваджується двома асоціаціями органів місцевого самоврядування з Норвегії та України – Норвезькою 
асоціацією місцевих і регіональних влад та Асоціацією міст України – у співпраці з Норвезьким інститутом 
міських і регіональних досліджень. Проект фінансується Міністерством закордонних справ Норвегії .
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2016
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Report on organization and financing of state guaranteed public services in
education, health care, and social protection in Norway

Trine Myrvold, Norwegian Institute for Urban and Regional Research, Oslo and Akershus University of
Applied Services

1.Introduction
This paper describes the Norwegian system of decentralization, with a particular attention to three
groups of welfare services: educational services, health and care services and social welfare benefits.
As a point of departure we give an account of the Norwegian government structure with special
weight on the role of the local level (section 2).

Section 3 describes the financing of the municipal sector in general and for a selection of municipal
services. As a basis for calculating transfers from the state to the municipalities, there are established
cost keys for specific welfare services giving weights to indicators that have been proven to correlate
with municipal expenditures. The cost keys for services relevant to our three sectors are shown in
section 4. Section 5 gives a brief overview over how the national level sets quality standards for
municipal services in Norway, whereas section 6 has a short discussion of pros and cons of the
Norwegian system for decentralization welfare services.

2. Norwegian government structure
Even if Norway is a unitary state, the local authorities play an important role in providing welfare
services to their citizens. After decades of political debate, a constitutional amendment on local self
government was adopted in the Norwegian parliament March 31 2016. Still, the power and scope of
action of the municipalities are limited by laws and regulations set by the national government.

The Norwegian government has a clear ambition that welfare services should be available, and of
good quality, for all citizens, irrespective of where they live. Local preferences and conditions may
nevertheless influence the local design of services, within the legal framework set by the national
government.

In an international perspective, the Norwegian government structure is rather decentralized. With
only a little more than five million inhabitants, Norway has 428 municipalities and 19 counties. The
municipalities are not hierarchically subordinate to the counties. The counties (or county authorities)
are – as the municipalities – led by an elected assembly representing the population in their
geographical area. The national authorities have an appointed governor stationed in each county.
The county governor represents the state, and is responsible for ensuring that decisions, goals and
guidelines from the Parliament and the government are followed up locally.

Over 50 per cent of the municipalities have less than 5000 inhabitants, and there are few
municipalities with over 35 000 inhabitants. Compared to the size of its population, Norway is
relatively large when it comes to area. Quite a few of the scarcely populated municipalities are large
in geographical size, or have other geographical ‘challenges’, like mountains, islands, etc. Unlike
neighboring countries, Norway has to a large extent upheld a decentralized settlement structure.
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Municipality structure in Norway 2016

Number of inhabitants Number of municipalities Per cent

Less than 3 000 158 37

3 000 4 999 70 16

5 000 9 999 86 20

10 000 34 999 91 21

35 000 100 000 18 4

Over 100 000 5 1

Total 428 99

The municipalities are responsible for a large set of welfare services within health care, education,
child care, care for elderly and social protection. Norway has a so called ‘generalist municipality
system’: all the municipalities, regardless of size, population etc., have the same wide range of
obligations. Needless to say, with such a heterogeneous structure, many municipalities face a
challenge in providing high quality services in all parts of their territory.

The Norwegian state level includes the ministries with subordinate agencies and institutions. Most of
the state agencies operate at regional level (with important exceptions, for instance the Directorate
of Health). The “regional state” is the denomination of state agencies performing tasks in a
geographically limited part of the country above municipal level. As a general rule, regional state
agencies are preferred where there are uniform national standards, and municipal government is
preferred where local adaptation is wanted. However, the line between tasks requiring
standardization and tasks requiring local adaptation is not easily drawn, meaning that the
relationship is better understood as a continuum than a dichotomy. The regional state comprises 41
different agencies, including the county governor. The state has delegated various tasks to the
county governors, including coordination of central state policies at the regional and local level,
supervision and administrative and legal guidance to the municipalities (Hansen, Indset, Sletnes, and
Tjerbo 2009).

The Norwegian Board of Health Supervision is a national public institution organized under the
Ministry of Health and Care Services. Public supervision in Norway is about ensuring that child
welfare, health and social services are provided in accordance with national acts and regulations.
Supervision applies to all statutory services, irrespective of whether they are provided by
municipalities, private businesses, publicly owned hospitals or health care personnel who run their
own practice. The supervision authorities work independently of political management. To a large
extent, they decide themselves which services to give priority to with regard to supervision, and
which areas supervision shall include. The office has about 119 employees: lawyers, doctors, health
care personnel, professionals within the fields of child welfare, social work and social scientists.
Municipal service supervision will most often be carried out by representatives of the Board of
Supervision at the Offices of the County Governors.

The relationship between the Norwegian state on the one hand, and counties and municipalities on
the other, has clear hierarchic characteristics, but is also a partnership. All three government levels
produce services to the people. Often services from the municipality, the county and the state form
integrated service chains, where service producers from different levels have to cooperate to form a
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seamless chain of services for the benefit of the individual. This presupposes close cooperation
between services placed at different levels of government.

Within the education sector in Norway, municipalities are responsible for kindergartens, primary and
lower secondary schools (1 10), whereas the counties are responsible for upper secondary education
(11 13) and the state for universities. Private schools play a minor role in the Norwegian education
sector, and their activities are highly regulated.

Within the health and care sector, municipalities are responsible for primary health services as well
as care services for their population. This includes preventive health measures, like public health,
health visitors and school health services, as well as family doctors (GPs) and nursing homes. The
state level is responsible for specialized health care services, provided by four health regions.

‘Social protection’ includes a range of services to secure decent living conditions for people in
difficult life situations: work aiming at inclusion of persons with disabilities on the labour market,
social rehabilitation services for disabled, child welfare services, measures to avoid homelessness and
social assistance. This paper will concentrate on state and municipal responsibilities within social
assistance, and the funding of this service. The local government decides the level of social assistance
for the inhabitants registered within their territory, and is responsible for payment to those who are
eligible. The central government calculates a ‘standard budget’ for social assistance for different
households, but it is up to the local council to decide on the rates depending on living costs in their
area.

The past decade the relationship between the national level and the local level has been increasingly
treated as a partnership, underlining that the national government depends on the local authorities
for implementing policies (Veileder for statlig styring av kommuner og fylkeskommuner 2013). The
Norwegian Association of Local and Regional Authorities (KS) is recognized as the prominent partner
for the government. KS is both an interest organization for the municipalities and counties and the
organization representing municipalities and counties as employers.

To secure proper implementation of national policies on the local level there is established a so
called ‘steering dialogue’ between state institutions (ministries, agencies) and the municipalities
represented by KS. These dialogues – or institutionalized consultations – find place both on an overall
national level, but also within specific sectors, for instance before implementing a reform. The state
and KS meet four times annually for consultations over the financial status of the municipalities and
counties. The goal is to reach a mutual understanding of the situation, as a basis for the
government’s budget proposal. Some of the consultations are substituted by a series of bilateral
meetings with representatives from specific sectors. During the consultations both quality and
financial issues are discussed. Within several sectors and services (health, kindergartens, labour,
immigration) there are formal agreements between the state and KS. Most of these agreements aim
at service quality development, as well as giving a fundament for good cooperation between the
national level and the municipalities in implementing policies.

As we shall discuss further in section 3, KS is also included in the group of experts calculating the
service and expenditure development in the municipal sector, which forms the basis for the national
budget for the municipalities and counties.
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3. Funding local government services

Local government incomes and expenditures
Central government provides most of the cash benefits to the citizens (pensions, transfers to sick and
disabled etc. according to the National Insurance Scheme), whereas local governments are
responsible for most of the welfare services. According to Statistics Norway, total governmental
expenditures on welfare in Norway amounts to 30 per cent of GDP. Half of the amount is spent on
transfers to pensioners, sick and disabled people through the National Insurance Scheme, the other
half on welfare services. 2/3 of welfare services are supplied by local governments.

The transfers from the state to the municipalities are based on information collected by a
permanent, independent ‘Statistical Reports Committee for county and municipal government
finance’. Among the committee members are several university professors and researchers,
municipal employees, representatives of several ministries and Statistics Norway (the Norwegian
Central Bureau of Statistics), as well as representatives of the Norwegian Association of Local and
Regional Authorities (KS). The mandate of the committee is to give a professional assessment of the
economic situation in the municipalities and counties. It is the task of the committee to submit bi
annual reports containing a compilation of statistics concerning the economic development of the
local government sector. The committee’s reports also contain findings from various specially
targeted analyses. The aim is to reach a unified understanding of the economic state. The report
contains information on the development trends on all elements considered important for the
economy in the municipalities, including the scope and expenditures of the main services provided
by the local governments. The reports from the calculation committee are widely utilized, and form
the foundation for the consultations between the central and local government authorities. They also
form an important input to the Norwegian government’s preparation of the national budget.
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The pie chart above shows the local government expenditures divided on the main tasks:

• Education: Preschool, primary and secondary education
• Health (excl. hospitals) and care for the elderly and disabled
• Social services (social assistance, child welfare, drug/alcohol)
• Culture
• Environment (land use, agricultural issues, local roads, harbours), utilities (water, sewage,

waste) and regional development

Municipal use of resources is predominantly linked to their welfare tasks. Local government welfare
services are mainly financed by taxes or general grants from central government. Within the welfare
sector, private payment in the form of fees and charges is a minor source of income.

The total income of the municipal sector in 2016 is stipulated to approximately 463 billion Norwegian
kroner (about 50 billion Euro). General grants from central government, municipal taxes on income,
wealth and property, and capital income constitute the ‘free incomes’ for the municipality. These
amount to nearly 80 per cent of the total local government income. The municipalities are free to use
these resources as they please – within national laws and regulations.
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Municipal services are financed in different ways – mainly the amount of fees/charges vary between
different services. The main welfare services are almost totally financed by taxes and earmarked
grants, and hence the individual payments are rather modest.
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Taxes and general grants are in practice set by central government, based on welfare considerations.
Every year the national Norwegian parliament decides how much money is needed to welfare
provision by local government, due to changes in population and other elements (see further
elaboration below). These calculations constitute the base for the general grants from the state
government to local governments. The national parliament also decides the maximum local tax rate
on income and wealth that may be collected by the municipalities, for 2016 this is set as 11,80 %.
Local governments are free to decide on a lower tax rate than the maximum, but now all Norwegian
municipalities use the maximum rate.

The income system for distribution of general grants and redistribution of taxes
The system for distribution of resources from the national to the local level in Norway is based on
two principles: full compensation for differences in needs/costs for services on the one hand, and
partly compensation for differences in income on the other.

Taxes on income and wealth are redistributed among municipalities in this manner:

• municipalities with tax incomes over average have their over average income cut by 60 per
cent

• tax incomes under average are compensated by 60 per cent
• tax incomes under 90 per cent of average are compensated by additional 35 per cent

The goal is partly compensation for income differences among municipalities. The reasons for not
aiming at complete redistribution of income are partly due to adverse incentives for municipal work
on attracting citizens and companies and partly to secure leeway for the local democracy to work.

General grants are distributed among municipalities and counties according to estimated
requirements based on:

• demographic profiles
• social profiles
• geographical profiles

These structural differences in costs are difficult for municipalities to influence (at least on a short
term basis), and should therefore be compensated in order to secure that municipalities all over
Norway are able to provide equitable services to their inhabitants. The goal is full compensation for
differences in needs/costs for services.

The following table shows the proposed cost key for the municipal sector 2017 (Kommune
proposisjonen, Prop. 123 S (2015 2016)). The indicators in the cost key and their relative weight
determine how the financial transfers from the state to the municipality sector are to be distributed
among the municipalities. The criteria of the cost key may roughly be divided in three groups: age
criteria (blue in the table), social criteria (pink) and structural criteria (green).
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Criteria Criteria weights
Inhabitants 0 1 year 0,0055
Inhabitants 2 5 years 0,1268
Inhabitants 6 15 years 0,2880
Inhabitants 16 22 years 0,0210
Inhabitants 23 66 years 0,0938
Inhabitants 67 79 years 0,0453
Inhabitants 80 89 years 0,0693
Inhabitants 90 years plus 0,0464
Agricultural criterion 0,0029
Travel distances within own area 0,0132
Travel distances to neighboring area 0,0132
Base criterion 0,0226
Immigrants 6 15 years (non Scandinavian) 0,0083
Children 6 15 of immigrants (non Scandinavian) 0,0009
Mortality 0,0460
Children 0 15 with single parent 0,0115
Low income criterion 0,0062
Disabled 18 49 years 0,0046
Refugees without integration grant (after grant period has expired) 0,0047
Buildup index 0,0139
Urbanity criterion 0,0177
Mentally retarded 16 years plus 0,0461
Single persons 67 years plus 0,0437
Children 1 year without cash benefits 0,0296
Inhabitants with university degree 0,0188
Total 1,0000

The weights of age groups reflect differences in services (and hence costs) for people in different
stages of the life cycle (marked in blue). As we can see of the weights in the table above, municipal
responsibilities to provide kindergartens and primary and lower secondary schools, give heavy weight
on the age groups 2 5 and 6 15. The weights are based on calculations of the real costs in municipal
service provision, executed by a ‘Technical Calculation Committee’ with members from universities,
Statistics Norway, representatives of the municipal sector (KS) and representatives of the most
important ministries (Finance, Health, Education and Local Government). The Technical Calculating
Committee will commission calculations on particular services from experts in the universities or
other research institutes. Calculations are based on real costs1 of the main services provided by the
local level (see separate sections below): education, kindergarten, social assistance, child welfare
services, nursing and care services, primary health care services and administration, agriculture and
environment. The criteria for calculating costs have to be:

Costs may be calculated in two different ways:
• By statistical analyses of real costs of actual services provided
• By normative analyses of costs according to established norms and standards

These two methods use different information in calculating costs. The strength of statistical analyses of real costs is that it
is not necessary to establish standards where no standard exists, or where it is difficult to set a certain standard.
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• objective
• based on official statistics
• possible to update regularly

The criteria marked in pink reflect costs derived from the social situation in the municipality.

The calculations from The Statistical Committee have high legitimacy, particularly when the
committee reach mutual understanding (as it most often does). Still, it is important to bear in mind
that the calculations only constitutes an informational basis for the government’s preparatory work
on the municipal budget proposition and for the parliament’s budget decisions. It is the responsibility
of the elected politicians to adopt the budget.

As the chosen criteria and their weight are of great importance for every municipality, different
governments tend to make adjustments in the cost key according to their political goals. The criteria
in green are probably the most politically contested in Norway. There are continuous discussions on
whether small municipalities should receive special grants just because they are small. The present
government in their efforts to amalgamate municipalities to larger units has proposed to change the
system, so that small municipalities will receive grants only if their geographical position implies that
amalgamation with neighboring municipalities is inexpedient.

In addition to cost compensation and income redistribution, the municipal income system also
contains elements of regional redistribution. Municipalities in more remote areas of Norway receive
special grants, as do also the smallest municipalities and the largest cities.

4. Cost keys for specific welfare services

Schools and kindergartens
In Norway the schools and the kindergartens traditionally belong to different sectors in the local
budgets. The costs of these two services are therefore calculated separately.

Municipal costs, educational services.
Different educational services, percent of total costs in the sector
Service Proportion of education costs

(%)
Primary and lower secondary school 72
Adult education 4
After school program 6
School buildings 14
School transport 2
Music/culture schools 3
Total 100

Variations between municipalities when it comes to costs of education services is mainly due to
variations in the number of citizens aged 6 15. This criterion, hence, constitutes almost 90 per cent of
the cost key for education (see table below). In addition the calculation of municipalities’ costs in this
sector contains indicators reflecting cost variations due to scattered settlement patterns (travel
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distances) and population size of municipality (basic criterion), as well as variations caused by high
costs of educating minority language children.

Partial cost key for municipal education services

Criterion Criterion weight
Number of inhabitants 6 15 years 0,8988
Regional criterion 0,0254
Neighboring criterion 0,0254
Basic criterion 0,0184
Immigrants 6 15 years, non Scandinavian 0,0288
Children 6 15 with immigrant parents, non
Scandinavian

0,0032

Total 1,0000

The main part of the expenditures connected to kindergartens are wages to the personnel providing
the service.

Municipal costs, kindergartens/pre school services.
Different pre school services, percent of total costs in the sector
Service Proportion of education

costs (%)
Kindergartens 88
Strengthened services to pre school children 7
Buildings for kindergartens, transport 6
Total (45,8 bill kr) 101

The calculations of the municipalities’ kindergarten expenditures has changed the past few years. A
new set of criteria was introduced in 2013, in accordance with the analyses of an independent
research institute. Variations between municipalities when it comes to kindergarten costs occur
mainly due to variations in the number of citizens aged 2 5. This criterion constitutes over 70 percent
of the cost key for kindergartens (see table below). Differences in citizens’ education level counts for
a little more than 10 percent, whereas the number of children under 2 years without cash benefits (a
monthly payout to parents with children between 1 and 2 years who do not attend kindergartens).

Partial cost key for municipal kindergarten services

Criterion Criterion weight
Citizens’ education level 0,1142
Number of inhabitants 2 5 years 0,7056
Children 1 2 years without cash benefits 0, 1802
Total 1,0000

Municipal health care, nursing and care

The municipal health sector may be divided in nursing and care on the one hand, and primary health
care on the other. There are separate cost calculations of each of these two elements.
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Municipal nursing and care services consists of activation of and services to elderly and disabled,
health and care services for institutionalized people (elderly, disabled, etc), health and care services
for people living at home (elderly, disabled, etc) and institution buildings.

Municipal costs, nursing and care services.
Different nursing and care services, percent of total costs in the sector
Service Proportion of nursing and care

costs (%)
Activation of and services to elderly and disabled 5
Health and care services for institutionalized people 41
Health and care services for people living at home 49
Institution buildings 4
Total 100

Health and care services to people living in institutions and living at home constitutes a large part of
the municipal nursing and care services, and the users of these services are to a large extent old
people. The table below shows this – the number of inhabitants 80 89 years bears the heaviest
weight in the cost key for nursing and care services. The past few years Norway has seen a growth in
younger users of these services. This is reflected in two criteria: mortality indicating the general
health in the population and number of mentally retarded 16 years and more. In addition, there has
proved to be costs relating to scattered population and small scale service production, which is
represented by the distance indicators and the basic criterion.

Partial cost key for municipal nursing and care services

Criterion Criterion weight
Number of inhabitants 0 66 years 0,1150
Number of inhabitants 67 79 years 0,1102
Number of inhabitants 80 89 years 0,1971
Number of inhabitants 90+ years 0,1383
Mentally retarded 16+ years 0,1397
Singles 67+ years 0,1323
Mortality 0,1323
Distances within own municipality 0,0116
Distance to neighboring area 0,0116
Basic criterion 0,0120
Total 1,0000

Municipalities’ costs to primary health care include preventive health work in schools and health
centers for children, other kinds of preventive health work and medical treatment (diagnosis,
treatment, rehabilitation, and infrastructure to this work: medical offices, emergency room, etc).
Medical treatment expenditures make up for almost ¾ of the total costs of municipalities primary
health care.
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Municipal costs, primary health care.
Different elements of primary health care, percent of total costs in the sector
Service Proportion of nursing and

care costs (%)
Preventive work in school and children’s health centers 20
Other preventive work 8
Diagnosis, treatment, rehabilitation 72
Total (15 bill. Kr) 100

Primary health care expenditures vary between municipalities mainly according to the number
of inhabitants, where the number of younger citizens (0 22) gives a somewhat lower weight than
the number over 22 years. Mortality is used as an indicator of the health situation in the
municipality, whereas several criteria are included to make up for disadvantages of small scale
service production and peripheral location, etc.

Partial cost key for primary health care services

Criterion Criterion weight
Number of inhabitants 0 22 years 0,3449
Number of inhabitants over 22 years 0,4481
Mortality 0,0546
Distances within own municipality 0,0478
Distance to neighboring area 0,0478
Basic criterion 0,0568
Total 1,0000

At present, the Norwegian government has proposed a change in the criteria for compensation of
primary health care costs. The main change is that a new criterion is included, namely ‘Number of
inhabitants over 67 years’. Moreover, the weights of the distance criteria are reduced.

Social welfare
Norwegian municipalities have the responsibility for services to less advantaged citizens as well as
citizens in difficult life situations, including people with alcohol and drug addictions and people with
no or very low income.

Municipal costs, social welfare.
Different elements of social welfare expenditures, percent of total costs in the sector
Service Proportion of nursing and

care costs (%)
Guidance, advice and preventive social work 35
Services for people with alcohol/drug addiction 16
Programme for qualifying for work 9
Cash payments 40
Total (14 bill. Kr) 100

Cash payments for people with low or no income and guidance, advice and preventive social work
constitutes the largest expenditures on the social welfare budget in Norwegian municipalities.
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The present cost key includes several indicators on living conditions: number of people with
disabilities, number of refugees without integration grant from the state and the so called
‘accumulation index’. The accumulation index is constructed on basis of several criteria that have
proven to correlate with social welfare costs: number of divorced/separated, number of
unemployed, number of people with low income. The index is calculated by multiplying the criteria,
because analyses have shown that problems (and costs) multiply when several difficult living
conditions work together.

The urbanization criterion is also included in the cost key of social welfare, indicating more problems
and higher costs in the larger cities compared to smaller towns and villages. This criterion counts for
more than 1/3 of all municipal costs in this sector.

Partial cost key for social welfare services

Criterion Criterion weight
Number of people with disabilities 18 49 years 0,0924
Number of refugees without integration grant 0,0948
Accumulation index 0,2793
Urbanity 0,3575
Number of inhabitants 16 66 years 0,1760
Total 1,0000

5. Quality standards
Norwegian municipalities have – in principle – considerable autonomy in spending their money.
However, both national legislation and standards, as well as citizens’ expectations limit their
freedom. I will here just give a brief overview of the main formal laws and guidelines the local
authorities have to respect within the welfare sectors described in this paper.

Schools and kindergartens
The national Education act, passed by the Parliament, defines the state, county and municipal
obligations within the school system. By this act the national level gives the framework – in a rather
detailed manner – for how the municipalities and counties are to design and provide education for
their inhabitants. It is the duty of the municipality to provide primary and lower secondary education
and special educational assistance. Even if providing educational services on the primary and
secondary level is delegated to lower government levels in Norway, the content of the schooling is
largely decided by the state.

The Ministry of Education and Research has the overall responsibility for kindergarten, education
and research in Norway. The main aim of the Ministry is to ensure that Norway has a sound and well
functioning educational system and productive and creative research environments. The Ministry is
divided into seven departments. Department of Education and Training has overall responsibility for
the thirteen years of primary and secondary education. This includes formulating policies on
compulsory education, which are implemented by the Norwegian Directorate for Education and
Training.

The Norwegian Directorate for Education and Training is the executive agency for the Ministry of
Education and Research. The Directorate has the overall responsibility for supervising kindergarten,
education and the governance of the education sector, as well as the implementation of Acts of
Parliament and regulations.
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The Directorate for Education and Training is responsible for supervision of Norway’s school owners:
municipalities, county authorities and private schools. The county governor (regional state authority)
conducts the supervision of municipal schools, whereas the Directorate itself conducts supervision of
private schools with state funding. The purpose of this supervision is to ensure fulfilment of the right
of children and young people to high quality education.

The Directorate is responsible for preparing examinations, national tests and diagnostic tests for
primary and secondary education. Examinations provide a final assessment of the competence of
each individual pupil. National tests provide information on the pupils’ basic skills, and a basis for
improvement and development in the school. Diagnostic tests detect needs for individual follow up
and adaptation.

There is at present no national standard for Norwegian schools when it comes to number of pupils
per teacher or number of pupils in each class. It is largely up to the municipalities to organize their
education services, as long as they fulfill the large amount of regulations on the scope and content of
the schooling. For each subject taught in primary and secondary schools the directorate provides a
detailed account of the content of the subject, how many hours (minimum) the subject is to be
taught at different levels, and what is the expected achieved skills for each pupil each year.

Municipal health and care sector
The organizational structure of the Norwegian health care system is built on the principle of equal
access to services for all inhabitants, regardless of their social or economic status and geographical
location. This overarching goal has also been embedded in the national health care legislation and
strategic documents (Ministry of Health, 2011b).

The system is regulated through a large number of acts and secondary legislation. Primary care,
organized at the level of municipalities, is regulated by the Municipal Health and Care Act of 2011.
Certain other areas of care that span several organizational levels are regulated by separate acts, for
example, the Mental Care Act of 1999 and the Public Health Act of 2011. Other key acts are the
Patients’ Rights Act of 1999 and the National Insurance Act of 1997. The latter regulates financing
and entitlement to certain nonmedical benefits in case of sickness, maternity, disability,
rehabilitation or occupational injury

The Ministry of Health and Care Services has the overall responsibility for providing good and equal
health and care services for the population of Norway. The ministry directs these services by means
of a comprehensive legislation, annual budgetary allocations and through various governmental
institutions. The Ministry of Health sets national health policy, prepares major reforms and proposals
for legislation and monitors their implementation.

Except for the legislative means (laws and regulations), there is no direct command and control line
from central authorities down to the municipalities, and the latter have a great deal of freedom in
organizing primary care services. However, some responsibilities have been retained at the central
level, mainly to maintain equal access to public services. For example, all decisions regarding family
doctors’ funding continue to be determined by the central government.

The Norwegian Directorate of Health is a national professional agency under the Ministry of Health
and Care Services. The Directorate of Health is responsible for providing the Ministry of Health and
Care with advice and guidance on strategies and measures. Based on national legislation and goals as
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well as professional expertise the directorate issues guidelines which the municipalities are expected
– but not legally obliged – to implement in their health and care services.

The Norwegian Board of Health Supervision conducts supervision of municipal health and care
services to ensure that the services are provided in accordance with national acts and regulations.

The Municipal Health and Care Act states the goals for the primary health and care sector, and
defines the competencies and obligations for the municipalities in providing services for their
citizens. The act specifies what services and institutions each municipality must provide, including
school health services, child health clinics, pregnancy and maternity services, emergency room, 24/7
medical emergency preparedness, family doctors, (re )habilitation services, medical home services
and nursing homes.

The act also imposes the municipalities some procedures to secure proper information to the
patients as well as patients’ influence and involvement.

Except for the specified services and procedures, the act is not very specific when it comes to the
qualities of the municipal health and care services. The services must be ‘justifiable’: each patient is
to receive comprehensive and coordinated health and care services, the services must be dignified
and there must be sufficient professional expertise in service provision.

The Act is not, as demonstrated above, very specific when it comes to the quality of the municipal
health and care services. The ministry has, however, prepared a series of regulations on certain tasks
specifying the municipal obligations. But often the regulations have to be supplemented with
guidelines, given by the Directorate of Health, on what is good service quality. These guidelines are
not legally binding for the municipalities, but if they deviate too much from the national standard
they will be subject to supervision from the national Board of Health Supervision. There is an
ongoing discussion between the state and the municipal sector whether the supervision should be
only and strictly on the legally binding regulations, or if the clarifications in the guidelines also should
be a relevant base for the supervision. Whereas the national level is concerned about equal access to
health services for all inhabitants, regardless of their geographical location, the municipalities want
to maintain their freedom to design services according to local needs and resources.

Social welfare
‘Social welfare services’ encompass a range of services within the welfare sector. It includes schemes
which ensure economic safety for different groups of people not being able to (permanently or
temporarily) participate in the labour market because of sickness, unemployment, disability, old age
etc. It may also include elements of the labour market services, namely the services aiming at helping
people into – or back to – employment. Most of these schemes are highly regulated by national law.
Here we will concentrate on social welfare benefits (mainly financial assistance), a scheme which is
the responsibility of the municipalities to operate, and where the municipal leeway is somewhat
larger.

The Ministry of Labour and Social Affairs has the overall responsibility for Norwegian social and
welfare policy. The Ministry stipulates goals, provides guidance and follows up subordinate agencies
in accordance with currently applicable statutes and regulations and political guidelines

To administer the schemes there is a national agency – the Directorate for Labour and Welfare –
under the authority of the Ministry. Social service benefits are organized in so called NAV offices.
These are offices comprising both state and municipal services, where – roughly – the state
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employees administer the benefits under the national insurance scheme and employment schemes
and the municipal employees operate the scheme for social welfare benefits.

The Ministry of Labour and Welfare issues guidelines for economic benefits for people with no or
very low income. These indicative rates are adjusted yearly according to the inflation rate. Rates are
calculated for singles, for couples and for children according to age. Some municipalities have
additional guidelines. Particularly the larger cities have higher living costs, and some of the cities
have higher rates than the national standard. Moreover, each person is to be assessed according to
needs.

The indicative rates cover costs to cover basic needs, like food, clothes, transport, household goods,
hygiene articles, etc. In addition people in need can get money to cover housing costs, but these
costs vary greatly across the country and are not included in the calculated indicative rates (Arbeids
og velferdsdirektoratet, Rundskriv 35 – 2012).

It is underlined in national regulations that financial support through the scheme for social welfare
benefits is a discretionary payout. The needs of the client should have priority. This means that the
municipalities and their employees play an important role in deciding the amount of money paid to
individuals. Several considerations – besides the individual needs – are, however, taken into account
in determining the payments. First and foremost, the financial support should not exceed the
possible income the individual may earn by employment. Municipalities are also known to be
concerned about not to ‘outperform’ neighboring municipalities when it comes to cash payments, as
this may lead to an inflow of clients.

To ensure that the municipalities provide social services according to national regulations, the Board
of Health Supervision will supervise the services. This may happen as a nationwide supervision, or as
supervision of the services in particular municipalities.

6. Pros and cons of the Norwegian system of funding municipal
welfare services

We will here point to a few crucial elements of the Norwegian system of funding municipal welfare
services, namely:

• Over time the relationship between the Norwegian state and the local authorities has developed
from a predominantly hierarchical relation to more of a partnership. Through regular,
institutionalized consultations between national ministries and agencies on the one side and
representatives of the municipal sector on the other, expedient local implementation of national
policies is enhanced.

• The arrangement with an independent calculation committee secures the development of a
mutually accepted description of the economic situation in the municipalities. This forms an
important basis for consultations between the national government and the local government
sector on the transfers of money to the local level.

• Development of cost keys for each sector/service and an overall cost key for the municipalities
secures financial distribution based on objective criteria that correlates with real expenditures.
This is central for the local authorities to accept the distribution of resources between
municipalities as fair. It is, however, important to note that distribution of resources among
municipalities still is a political task, and the responsibility lies with the parliament. But with an
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open process based on experts’ calculations, the political decisions become transparent for the
citizens.

• Funding of the municipal sector in Norway is mainly in the form of block grants and taxes. These
are financial resources that the individual municipality may spend as it wishes, within the limits
of national laws and regulations. This system ensures that local variations in needs and desires
are reflected in the local services. The system of block grants is relatively easy and cheap to
administer, and contributes to an efficient use of resources. Block grants also give local
politicians real power to prioritize in their budgets. The downside of the block grant system is
that it may produce (too) large differences across the country, particularly if the legal regulations
of service quality are weak. To counteract this Norway has developed a system of public
supervision. In this way the national level may intervene if local service quality deviates too much
from what is considered satisfactory.


