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English Summary 
The Economic Council and Statistics Faroe Islands estimate the growth in GDP for 2019 in current prices 
at 3.6%. The Economic council has also adjusted its estimates of growth in GDP in current prices for 2016 
through 2018. The estimate presupposes a rise in salmon farming harvests in 2019 compared to 2018 
and salmon prices remaining steady. Mackerel and blue whiting prices are expected to rise while the price 
for herring is expected to fall slightly. Additionally, an increase in domestic demand, especially in 
investments, is expected to contribute to the growth. 

  2015  2016  2017  2018  2019  

Estimated growth of GDP in current prices:  5.5%  9.3%  4.0%  2.4%  3.6%  
 

The Surpluses of The Central Government Accounts are too small  
The operational and especially the investment costs of the public sector have been positively correlated 
to the business cycles. However, the public sector fiscal accounts have had a surplus since 2016. This 
indicates that the revenue side of the public purse has had a balancing effect on the economic trends due 
to the automatic stabilizers. Nevertheless, compared to the strong economic growth over several years, 
it is the opinion of the Economic Council that the surpluses of the Central Government Accounts for the 
recent years have been too low. It is the opinion of the Economic Council, that we have to consider the 
need for greater economic resilience during more challenging times (downward economic cycles), and for 
maintaining economic sustainability, when confronted by challenging demographical changes in the 
coming years (structural changes). Furthermore, due to the dependency on fish resources, the economy 
appears more fluctuating when it is compared to other economies. 

Limiting Fishing Intensity Furthers Long-Term Economic Gain 
According to the Faroe Marine Research Institute’s most recent fish stock estimates, the demersal fish 
stocks in Faroese waters are in bad shape. Since these stocks are now improving, increased fishing is 
expected in the coming years. Especially cod and haddock stocks in Faroese waters are regional 
(localised) stocks; therefore, fishing has a great impact on the size of the stocks. History shows that 
fishing intensity has an important impact on the lasting contribution that these fish stocks can make to 
the Faroese economy. The Economic Council recommends selling fishing rights in an open market so 
access to these rights come at a cost. This will be advantageous because, among other things, the 
pressure on the political system to allow over-fishing lessens. Also, the industry, since it has to pay for 
the rights, is encouraged to invest in more efficient fishing tools. Forfeiting a short-term fisheries boom 
for the optimal long-term contribution of these fish stocks to the national economy is the primary purpose 
of limiting fishing intensity. The current economic up-turn is an opportune occasion to limit fishing 
intensity. 

Poor Prioritisation of Public Investment 
Experience shows that public investments are postponed in bad times, having an accumulating effect on 
the need for investment. The result is that public investments correlate positively with the business cycles, 
i.e. meagre investments in bad times and too many in good times. The requirement that municipal debt 
is not to rise above one annual net tax assessment has not proven to be an effective tool to balance the 
business cycles, because it may become too restrictive for the municipalities during economic down-
turns, leaving them to spend too much in up-turns. The Economic Council recommends that the 
municipalities be required to make long-term investment plans. In addition, the governmental tax 
committee’s recommendations on augmenting the potential sources of revenue may have a balancing 
effect on municipal tax revenue and so encourage municipal expenditures that are economically more 
sensible. Publically owned companies have also had great fluctuation in their investments, reflecting the 
same pattern as seen in the municipalities - investments correlating positively with the business cycles. 
The Economic Council, therefore, recommends that the government also, as part of its ownership policy, 
requires companies under public management to make long-term investment plans. Long-term planning 
requirements will provide a more accurate overview and transparency of the overall investment plans in 
the public sector. The Economic Council recommends that economic policies be designed to provide for 
steady investments in both good times and bad. 

  


