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The Impact of Oil Fund Good Governance On Economic Diversification — The
Case Of The Norwegian Oil Fund
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Abstract: Through this study, we aime to develop a standard model of the impact of oil fund governance on
economic diversification in Norway during the period 2007-2018. The Norwegian oil fund governance was evaluated
using the Truman index which is divided into four criteria: structuring, governance, accountability and transparency,
fund behavior, while economic diversification was measured using the Herfindahl-Hirschman index.

We concluded that the Norwegian Oil Fund is characterized by good governance, as it is the first fund in the
world according to the Truman Sovereign Fund Governance Index. The good governance of the fund has led to huge
financial returns on its assets investments. These investments contributed to the diversification of the Norwegian
economy and reduced dependence on the oil sector. This result was confirmed by the standard model that showed the
positive impact of oil fund governance on the Hervandal Hirschmann index in Norway.

i Key words: governance; oil funds; economic diversification; transparency; accountability.
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ADF ADF
o By Sl 397 g ol 37 donccdl o Ay Culi 39z g [ olxly Culb 392 s Lomadt
P ?\5 olonilg o e\.&

1 P-2 -2.774 -2.486 s b P-1 -5.351 -5.217 B s
UV P-2 -2.433 -2.881 i b P-1 -8.754 -4.140 5 s
RT P=3 -0.802 -1.510 s b P-2 -6.911 -5.327 5 s
C1 P-1 -2232 -2.192 s b P=0 -8.523 -8.502 B s

P-4 -1.894 -1.763 i b P=3 -4.667 —4.530 5 s

(E-views.9) s s slaxsVU 1 jaaal

b= il g Ay b 389 & i) JolS jlar) ils 1(2) @By Jouend)

Time: 09:222020/3/011Date:

Sample (adjusted):2007 2018
after adjustments2Included observations: 1
Trend assumption: No deterministic trend

Series: HH ST GV RT CP
Lags interval (in first differences): 1to 1
Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.993447 209.2999 71.17254 0.0000
At most 1 * 0.897473 58.76644 51.28594 0.0063
At most 2 0.827491 34.89527 35.38697 0.0564
At most 3 0.352211 5.992945 23.43192 0.4922
At most 4 0.059473 0.854669 5.239916 0.4532

Trace test indicates 2 cointegrating eqn(s) at the 0.05 level

* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
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None * 0.993447 71.65468 41.54972 0.0000
At most 1 0.897473 34.98228 24.26932 0.0565
At most 2 * 0.827491 29.91355 28.89841 0.0322
At most 3 0.352211 5.249387 22.34591 0.6224
At most 4 0.059473 0.854669 5.239916 0.4532

Max-eigenvalue test indicates 1 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
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Dependent Variable : HH
Method : Least Squares

Time: 09:222020/3/011Date :
Sample : 2007 2018
12Included observations :

Variable Coefficient Std. Error t-Statistic Prob.

ST 055778.5-  4016801. 4265071. 00280.
GV 661315.3-  8741352. 8235311. 5850.0
RT 008420.4-  3052861. 3007522. 2010.0
CP 614788.2-  0471682. 1433171. 49040.
Cc 570203.2- 4874111. 007183-2. 05130.

R-squared374320.8 Mean dependent var3710140.

Adjusted R-squared41580.80 S.D. dependent var4602840.

S.E. of regression564840.2 Akaike info criterion712390.2

Sum squared resid471340.8 Schwarz criterion4043110.

Log likelihood3534502. Hannan-Quinn criter.867220.3

F-statistic7600519. Durbin-Watson stat9441911.
Prob(F-statistic) 100.0000
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