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The National Audit Office’s report on its acti-

vities is submitted to Parliament on the basis 

of section 6 of the Act on the National Audit 

Office.

The report presents the conclusions that 

have been drawn on the basis of audit re-

sults concerning the management of central 

government finances and the current state of 

administration from the viewpoint of parlia-

ment together with summary information on 

the most important audit findings for Parlia-

ment as well as observations regarding the 

implementation of positions taken on the 

basis of reports issued by the Parliamentary 

Audit Committee. The report also presents 

a survey of the National Audit Office’s ac-

tivities and their effectiveness in fiscal year 

2011.

The report is based on the National Audit 

Office’s performance audits, financial audits, 

compliance audits and fiscal policy audits as 

well as the National Audit Office’s expert ac-

tivities. Key audit results are presented for fi-

nancial audits that were completed in spring 

2012 concerning fiscal year 2011. The report 

covers performance audits and compliance 

audits that were completed between the end 

of August 2010 and the end of August 2011. 

Fiscal policy audit results were provided in 

a separate report to Parliament (K 14/2012).

The National Audit Office submitted a se-

parate report to Parliament on the audit of 

the final central government accounts and 

the Report on the Final Central Government 

Accounts on 22 May 2012 (K 14/2012).

Helsinki, 14 September 2012

 Auditor GeneralTuomas Pöysti

 Deputy Auditor General Vesa Jatkola

To Parliament



Main content

IThere is a focus in the National Audit Offi-

ce’s annual activity report to the 2012 Parli-

ament on three themes that are vital for the 

foundations of Finland’s economy and citi-

zens’ wellbeing: the effectiveness of rese-

arch, development and innovation activity, 

employment and increasing the employment 

rate, and energy and climate policy. The er-

osion of the competitiveness and structu-

ral foundation of our economy poses a vi-

sible risk to the welfare state. At the same 

time the creeping effects of climate change 

will cause radical changes, the response to 

which is a major economic and technologi-

cal task that at the same time also affects se-

curity policy and our security.

Rapid erosion will take place in the econo-

mic foundations of welfare and employment 

unless the number of innovative growth com-

panies can be increased through research, 

development and innovation activities and 

measures that support their effectiveness. 

Due to structural changes in the economy, 

the economic growth required to safeguard 

welfare and action against climate change 

call for the bold renewal and development of 

research, development and innovation acti-

vity. Research, development and innovation 

activity as well as employment and increa-

sing the employment rate must be seen as 

broad entities and as part of the economic 

and growth policies. The role of effective and 

efficient competition as a factor encouraging 

innovations and their utilisation is emphasi-

sed. Research, development and innovation 

also play a major role in the improvement of 

energy efficiency, which is required in clima-

te change management.

Targets and information relating to eco-

nomy and productivity are key elements of 

well-functioning performance guidance.  It 

can be stated on the basis of financial audits 

concerning 2011 that the performance tar-

gets adopted by ministries relating to eco-

nomy and productivity have still remained 

insufficient in the same way as had been 

seen in previous years. At the same time the 

situation is considerably better as regards the 

provision of true and fair information. Re-

porting on economy and productivity is fair-

ly comprehensive. Clear key indicators and 

a uniform manner of presentation would, 

however, make the information easier to uti-

lise and facilitate its production by accoun-

ting units.

The main question for the employment 

management audit theme was the employ-

ment rate and measures to increase it, which 

are essential for attendance to the sustaina-

bility gap in central government finances. 

Audits covered the prevention of long-term 

unemployment, support for areas under-

going abrupt structural change, and promo-

tion of work-based immigration. According 

to the audits, these only provided a minor 

contribution towards improvements in the 

employment rate, although measures such as 

support for areas undergoing abrupt structu-

ral change as such were found to work well 

and be necessary from the regional perspec-

tive. Broad-ranging efforts will be needed to 

reach the employment rate target.

The National Audit Office has compiled 

findings concerning the local government 

and service structure made in audits over 

the past few years. The conclusion is that the 



structures as such are unable to provide a so-

lution to service quality and availability from 

the citizen’s perspective. For example, in mu-

nicipalities that have undergone a merger, 

service development has often been tramp-

led on by the merger process. With the Act on 

the Reform of Municipal and Service Structu-

res providing a rather loose framework, ser-

vice structure in the cooperation areas may 

have become even more fragmented. It is 

important to pay attention in structural de-

velopment to the maintenance of service de-

livery in accordance with the Constitution of 

Finland and relevant special legislation. Ob-

servations including those from the audit of 

child welfare revealed that the interests of 

the child are not always realised in accordan-

ce with the Child Welfare Act. Key problems 

in this are to do with the provision of compre-

hensive support for families, supervision, and 

substitute and after-care services.

The National Audit Office has comple-

ted a series of five audits themed on clima-

te and energy policy. These audits showed 

that it is possible to improve the cost-effi-

ciency and effectiveness of climate and en-

ergy policy measures. Problems in this field 

are to do with weaknesses in the informa-

tion base relating to costs and measurement 

methods, vagueness in target-setting, and 

types of support that are contradictory from 

the climate objectives perspective. There 

has been variation in the implementation of 

Finland’s Climate and Energy Strategy. Fur-

ther transparency would have been required 

in its preparation and the use of central go-

vernment funds. According to the National 

Audit Office’s calculations, in 2011 Finland 

allocated around €550 million or around one 

per cent of the budget appropriations to ex-

penditure relating to climate change. Cen-

tral government funding doubled from 2008 

to 2012. The biggest increases were seen in 

appropriations for research and developme-

nt and the promotion of renewable energies. 

Finland seems to be able to reach the objec-

tives set for the 2008–2012 Kyoto period, but 

reaching the targets set by the EU by 2020 

appears to be a bigger challenge.

It can be stated on the basis of audits re-

lating to education, research and innovation 

(ERI) that decisions are made by Parliame-

nt on the funding and structures of public 

ERI activities without in practice being able 

to have an efficient impact on the activities 

on the whole. Instead of increasing or cut-

ting resource provision for ERI, new lines of 

thought and operating models aiming at new 

types of financial risk management should be 

found. With this objective in mind, the pur-

pose of public activity should be determined 

more clearly, the objectives of ERI activity 

should be clarified, and transparency of fun-

ding should be increased. The aim is to de-

termine support for research and innovation 

in accordance with the expressions of Parli-

ament’s will and to target it in a more selec-

tive, courageous and sustained manner. To 

increase the effectiveness of public support, 

the line between fiscal policy and ERI policy 

must also be crossed in a new way.

The National Audit Office has repeatedly 

drawn attention to problems relating to legi-

slative quality and their role in decision-ma-

king on central government finances. Short-

comings still persist in the achievement of the 

principles of good legislative drafting, but re-

cent audit findings show positive developme-

nt in the prerequisites available for quality 

improvements. Problems in practical law-

drafting are not to do with competence or 

expertise or lack of guidelines. Instead, they 

are to do with the complexity of the operating 

environment, drafting resources and timeta-

bles as well as insufficiencies in the Govern-

ment-level workflow management system to 



support drafting. More attention should be 

paid to two factors in legislative drafting and 

related decisions: the substantive clarity of 

legislation and the resources required for its 

implementation. The monitoring of legisla-

tive implementation and impacts should not 

be forgotten either.

The National Audit Office’s goal is to pro-

mote the effectiveness and quality of the fi-

nancial management of the State. In this 

duty, it supports Parliament in its exercise 

of fiscal power and plays an important role 

in the national integrity system that mainta-

ins good governance. International compa-

risons show that national audit offices are 

among the strongest and best-functioning 

institutions maintaining good governance 

and public integrity in Europe. According 

to research, there is a correlation between 

poor governance and weak control institu-

tions and the poor state of general govern-

ment finances and poor performance of na-

tional economy. On the whole the effective-

ness of the National Audit Office was at an 

excellent level considering that its resources 

are very low when compared with its peer in-

stitutions elsewhere. In the tighter budgetary 

situation, the National Audit Office has fo-

cused on employees’ wellbeing at work and 

its management and continued the efficiency 

and stability programme launched in 2010. 

The programme will result in a reduction in 

the National Audit Office’s personnel from 

150 to 138 starting from 2012.

The National Audit Office monitors the im-

plementation of positions put forward by Par-

liament on the basis of reports issued by the 

Parliamentary Audit Committee where these 

positions relate to the National Audit Office’s 

audits and Parliament has required reporting 

on the matter by the Government. Positions 

monitored for the current electoral term have 

pertained to the functioning of the central 

government spending limits procedure, me-

asures to eliminate borrowing in excess of 

liquidity needs, and the introduction of the 

workflow management system for the justi-

ce and interior administrations. The National 

Audit Office will get back to the functioning 

of the spending limits procedure following 

the completion of follow-up on the matter 

and in conjunction with reporting on the re-

sults of fiscal policy audits halfway through 

and at the end of the electoral term. In other 

respects measures can be regarded as having 

progressed as required by Parliament.
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1 Auditor General’s overview: New growth 
policy through research, development and 
innovation?

Finland and the European Union are fa-

ced with choices. The euro area debt crisis 

and the internationalisation and structural 

change of the economy are posing a chal-

lenge to the capacities of public finances and 

the welfare state.

Economic growth forms the economic ba-

sis for the welfare state. Economic growth 

enables the equal distribution of income and 

other social justice as well the levelling of 

risks. Safeguarding the welfare state calls for 

growth policy that works. Increases in gross 

domestic product are strongly linked with 

economic and other freedom of choice at the 

individual and societal levels.

Competitiveness problems and the popu-

lation’s age structure are likely to result in 

a period of slower economic growth unless 

the number of hours worked and producti-

vity can be increased through technologi-

cal advances. At the same time a major res-

tructuring is taking place in the economy due 

to a shift to a digital service economy. In this, 

information and communications technolo-

gy (ICT) acts as the engine for productivi-

ty growth. Research has confirmed the view 

whereby the digitalisation of the economy 

and the shift to an international digital servi-

ce economy is similar to the industrial revo-

lution in terms of its economic and social im-

pacts. The shift to a digital service economy 

will be the third industrial revolution. At the 

moment it is only gathering speed. An alar-

ming signal for Finland, however, is that Fin-

land is falling further and further behind the 

world’s leading countries in the application 

of digital technology while at the same time 

Finland’s status as an ICT producer is also 

fading. Moreover, this does not only apply 

to the IT sector. The demand for newsprint 

is decreasing, and printed newspapers are 

even predicted to disappear altogether. The 

newspaper will live on as a reformed electro-

nic media form, which will be strongly reflec-

ted in fields including the forest industry.1 

The euro area debt crisis further emphasises 

the view of the risk of slow economic growth. 

The worst dimension of the debt crisis may 

be a lack of prospects and insecurity that de-

celerates the investments required by the 

new economic revolution and the grabbing 

of opportunities for growth it offers. A bold 

reform of the Finnish growth policy – and re-

search, development and innovation as its vi-

tal elements – is needed.

As the professional external auditor of cen-

tral government finances, the National Audit 

Office has produced a thematic review of the 

fundamental issues of Finnish welfare and 

growth policy in this annual report: resear-

ch, development and innovation activity and 

related policies, employment and efforts to 

1  Pohjola – Jalava 2008; Pöysti 2010 and Lehti – Rouvinen – Ylä-Anttila 2012.
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increase the employment rate, and climate 

and energy policy. Climate and energy poli-

cy and innovation activity are connected with 

the economic growth and welfare theme by 

the sustainable growth perspective. In sus-

tainable growth, economic growth is sought 

through production methods that help save 

natural resources and are sustainable from 

the environmental perspective. Totally new 

opportunities for this, too, are also provided 

by the digital service economy revolution.

These three themes are connected by the 

favourable impact of innovation on econo-

mic growth and the importance of technolo-

gy as a source of solutions that support wel-

fare and secure environmental sustainability. 

There has been a lot of talk about sustaina-

ble growth. Without innovations and the wise 

promotion of new innovative approaches, 

sustainable growth will remain just idle talk.2 

The selection of these themes was based 

on the National Audit Office’s assessment of 

the deterioration of the competitiveness and 

structural foundation of our economy posing 

a visible risk to the welfare state. At the same 

time the creeping effects of climate change 

will cause radical changes, the response to 

which is a major economic and technologi-

cal task that, at the same time, also affects 

security policy and our security. Changes in-

volve risks but also plenty of new opportu-

nities. The generation of sustainable growth 

and the revolution caused by the digital ser-

vice economy will not only be seen as pain-

ful changes and increased costs but also as 

new types of opportunities. They should be 

grabbed wisely but bravely.3 In this annual 

report the National Audit Office has compi-

led its findings relating to Finland’s capaci-

ties to address these issues that play a funda-

mental role for citizens and central govern-

ment finances.

Research, development and innovation 

(RDI) activity has been assessed by the Na-

tional Audit Office particularly from the 

viewpoint of the prerequisites for knowled-

ge-based decision-making and the princip-

les of good governance. Workshops based 

on broad participation of RDI actors and en-

counters between a variety of actors and new 

perspectives were utilised as assessment 

methods. The National Audit Office has fur-

ther developed the model for the qualitati-

ve processing and interpretation of extensive 

sets of data on the basis of experience gained 

by its US peer, the United States Government 

Accountability Office (GAO).

This has resulted in plenty of questions 

that should be answered by Finnish RDI ac-

tivity and its steering, the RDI policy. RDI ac-

tivity and policy should be examined from a 

broader perspective as part of economic poli-

cy that supports the preconditions for growth. 

A strong message emerges from the assess-

ment, including the related discussions, and 

the performance audits conducted by the 

National Audit Office: procedures and con-

ceptions must be reviewed critically and 

open-mindedly. Similar signals have been 

received from recent research and interna-

tional evaluations of our innovation system 

actors. Societal atmosphere and apprecia-

2 Aghion 2012. Aghion – Hemous – Veugelers 2009. OECD 2011.

3  I revisionsverkets sakkunnigutlåtande har inte revisionsmässigt utretts processen för beredning av reformen av beskattningen av 
föIn late 2011 the National Audit Office conducted an extensive risk analysis of central government finances and the national economy, 
which mapped out the challenges faced by central government finances and the national economy on the basis of a research literature 
review, analysis of  the main items of the central government balance sheet and statement on returns and expenses as well as signals 
detected during audits, Risk analysis of central government finances and the national economy 2011 (342/02/2011).
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4  For the economics perspective see Aghion et al. 2009 and Aghion et al. 2012. For the perspective of business economics, broader 
operating environment and corporate management team qualities see, e.g., Handelberg 2012.

5  Prime Minister’s Office 2010 and therein Professor Matti Pohjola’s review on technology development and productivity increase as 
sources of Finland’s economic growth.

6  Veugelers (ed.) 2009.

7  Ministry of Employment and the Economy/ van der Veen et al. 2012.

tions should also be made more supportive 

to growth and growth enterprises as well as 

to employment and the employment access 

of the unemployed.4 Presenting the answers 

is the task of the Government and those in-

volved in RDI. The National Audit Office se-

eks to encourage improved performance and 

have some of the most important performan-

ce and accountability themes considered by 

Parliament.

Increased national prosperity 
supported by research, development 
and innovation (RDI) and education 
policy

Finnish economic growth and welfare have 

been founded on a strong increase in pro-

ductivity, which can largely be attributed to 

technological development. The rise in pro-

ductivity has been due to rapid industriali-

sation and the industrial policy, determined 

research, development and innovation (RDI) 

activity as well as education that has resulted 

in major improvements in the nation’s educa-

tion and competence levels.5 RDI has played 

a key role in our economic growth strategy. 

We have managed to catch up with other 

countries in terms of technical advances, and 

Finland has joined the leading nations as re-

gards technology in many fields. In the app-

lication of digital technology, however, Fin-

land is falling behind those holding the lead 

despite having got off to a good start.

The results of Finland’s RDI activity can 

be regarded as reasonably good so far. The 

international evaluation of Finland’s inno-

vation system carried out in 2009 identified 

several strengths but also areas in need of 

development that have not been addressed 

comprehensively or sufficiently enough. The 

innovation system and its funding are rather 

fragmented in terms of roles and objectives.6 

The 2012 international evaluation of the key 

funding organisation, the Finnish Funding 

Agency for Technology and Innovation – Te-

kes, regarded the operations of Tekes as suc-

cessful, particularly as regards collaboration 

and capacity building and competence deve-

lopment and operations, and concluded that 

Tekes is among the world’s leading innova-

tion agencies. On the other hand, the evalu-

ation pointed out several areas in need of 

development, including internationalisation. 

The evaluation report also strongly underli-

nes the need for changes in innovation acti-

vities and their funding in an evolving ope-

rational environment.7

Finland has largely achieved the European 

Union and Finnish Government targets con-

cerning a high proportion of RDI expenditu-

re in GDP. The objective whereby RDI ex-

penditure should account for at least 4% of 

GDP is about to be achieved. In 2010 resear-

ch and development expenditure accounted 

for 3.9% of Finland’s GDP. Finland is one of 

the leading EU and OECD countries in terms 

of the relative share of RDI investments. The 

ratio of RDI spending to GDP is, however, 

11



8  Innovation Union Scoreboard 2011

9  Aghion et al. 2009. Aghion 2005.

merely an indicator of inputs, not outputs. 

Outputs are illustrated by the number of in-

ternational and European Union Community 

patents relative to GDP at purchasing power 

parity (PPP). The Finnish number of interna-

tional and EU Community patents relative to 

GDP at PPP is clearly above the EU avera-

ge. In Sweden and Finland nine internatio-

nal patent applications are made per €1 bil-

lion (at PPP), while the EU average is four 

applications. However, Finland is not in the 

lead when it comes to trademarks and de-

sign rights. The number of patents, however, 

is only an intermediate product in innova-

tion activity. The actual economic output is 

successful business activity that can be seen 

as increased turnover and employment rates 

and number of growth enterprises. Outputs 

proper also include the amount of licensing 

income, royalties and other innovation inco-

me received by the national economy from 

abroad. The field of knowledge-intensive 

goods has been showing a reduction rather 

than an increase in Finland, but the exports 

of high-knowledge services have increased. 

Alongside Denmark, Sweden and Germa-

ny, Finland is one of the innovation leaders 

among the EU Member States on the basis 

of innovation output. In broader internatio-

nal comparison the US and Switzerland were 

stronger than the EU countries in innovation 

leadership and performance.8

New circumstances call for new kinds 
of policies and RDI activities

According to economic research and em-

pirical data analysed in it, economies with 

strong technological development need dif-

ferent kinds of growth policies and RDI ac-

tivities and education policies than econo-

mies that are attempting to catch up with 

them.9 There is a focus on quality instead of 

quantity. It is also more difficult to maintain 

the technological and competitive edge al-

ready achieved than to catch up with others 

by employing and slightly improving tried 

and tested technologies developed elsewhe-

re. This challenge also covers regional poli-

cies and structural polices to support regio-

nal development.
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Competition in the front line has become 

tougher. Countries such as China and Korea 

are making considerable investments in RDI 

activities and new innovations in addition to, 

and also partly instead of, their competitive 

advantage in low production costs. The rate 

of renewal has also increased. Internatio-

nal information networks and networking as 

well as information management have enab-

led new models for global centralisation and 

decentralisation. In the digital service eco-

nomy, the international IT network is at the 

same time a production forum and a distri-

bution network.

The IT and electrical sectors rose to a ma-

jor role in the Finnish economy in the early 

2000s, and the rapid changes seen in these 

sectors and the recent difficulties, including 

the job redundancies, of Nokia Corporation, 

a huge player considering the size of our eco-

nomy, are illustrative of the upheaval expe-

rienced in the IT sector in particular. Similar 

messages about a need for new kinds of RDI 

and growth policies have also been delive-

red by the evaluation of the Finnish innova-

tion system and the international evaluation 

of the Finnish Funding Agency for Technolo-

gy and Innovation – Tekes.

Need for change illustrated by the 
current account and employment rate 
development

The major personnel reductions seen recent-

ly in the IT sector and the structural change 

of the forest industry that preceded these 

only constitute one sign of the potential de-

terioration of the economic structure and the 

foundations of the welfare system.

A closer look at statistics further illustra-

tes the burning nature of this development. 

Finland’s current account has been falling 

throughout the 2000s.

Large current account surpluses and defi-

cits are signs of an imbalance in internatio-

nal economy, which has been a major factor 

contributing towards the financial and debt 
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crisis. Experiences from the euro area debt 

crisis are a harsh reminder about the fact that 

the current account still plays an important 

role in the European Economic and Monetary 

Union. Practical experience has also shown 

that a twin deficit – the simultaneous occur-

rence of current account and general govern-

ment deficit – indicates problems in the eco-

nomy and poses major risks to future econo-

mic development. Countries struggling with 

the euro area debt crisis are typically econo-

mies that have suffered from a twin deficit.

Underlying the weakening of the current 

account is a long trend of unfavourable de-

velopment in Finland’s current account, in 

other words the relationship between the na-

tion’s import and export prices.

The development seen in the relationship 

between import and export prices can part-

ly be explained by the increase in the pri-

ce of imported energy. This, however, cannot 

alone explain the weakened capacity of the 

Finnish economy to generate added value 

for use as the foundation of welfare policy. In 

the global competition context the objective 

should rather be for our innovation system to 

be able to internalise the energy price incre-

ases by improving the added value of Finnish 

products and developing energy-saving so-

lutions. The National Audit Office’s perfor-

0

10

20

30

40

50

60

70

80

19
90

19
91

19
92

19
93

19
94

19
95

19
96

19
97

19
98

19
99

20
00

20
01

20
02

20
03

20
04

20
05

20
06

20
07

20
08

20
09

20
10

20
11

20
12

Employment rate, %

     Source: Statistics Finland.

Figure 3 Employment rate 1990–2011.
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10  This possible interpretation in presented by Maliranta 2011.

mance audits have detected indications of us 

not being at the Nordic level in terms of the 

development of energy efficiency, and there-

fore there is still plenty of untapped potential 

in this field. The negative trend in the rela-

tionship between export and import prices is 

caused particularly by the fact that the be-

nefits of our ICT sector’s productivity deve-

lopment have in many respects been drained 

abroad as lower prices.10

The sustainability targets set for public fi-

nances require the achievement of a 75% 

employment rate. At the end of 2011 Fin-

land’s employment rate was 68.6%, which 

is lower than in the other Nordic countries. 

There is a long and difficult journey ahead 

before the target can be reached.

The employment rate has been improving 

very slowly since the recession experienced 

by Finland in the early 1990s. Finland is also 

suffering from a major structural unemploy-

ment problem. According to an analysis car-

ried out during a National Audit Office per-

formance audit, the employment of the long-

term unemployed does not in practice pro-

duce a realistic reserve for any major increa-

se in the employment rate. At the same time 

young people are becoming excluded from 

employment and studies.

The slight but clear drop in the employ-

ment rate of working-aged men aged 15–64 

also stands out.

Recent large-scale redundancies and cor-

porate restructurings contribute towards the 

drop in the employment rate of working-age 

men.

Therefore the Finnish innovation system 

has not in view of the challenges faced by 

the national economy been able to sufficient-

ly improve or maintain the employment rate. 

The efforts to raise the employment rate can-

not, of course, rely solely on the innovation 

system. Issues such as the incentive traps of 

the social security system, the population’s 

health status and social capacity as well as 

general economic policy play a considera-

ble role in the employment rate. The essen-

tial aspect is, however, whether the econo-

mic policy, RDI activities and education po-

licy have managed to develop competencies 

that are broad and diverse enough, can be 

utilised in practice and, if necessary, can be 

altered rapidly.

There is a full-blown structural change 

underway. Existing competencies are quick-

ly losing their relevance. New competencies 

should be created rapidly to replace them, 

and competencies should be successfully uti-

lised in economic activities. There appears to 

be room for improvement in the successful 

utilisation of competencies in particular.

The strengths and weaknesses of 
Finland’s research, development and 
innovation (RDI) system from the 
economic perspective

I utvecklandet av statsrådets styrningssysT-

he strengths of Finland’s competence deve-

lopment and RDI system include the growing 

number of international patents and the in-

crease in the exports of high-knowledge ser-

vices as well as the amount of competencies 

and other human capital in the national eco-

nomy. Finland is good at creating capabili-

ties. The economic utilisation of these capa-

bilities, however, still needs to be improved. 

Other strengths of the Finnish RDI system 

include the extensive funding channels for 

applied research, and public funding orga-

nisations that are good in international com-

parison.
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11  Innovation Union Scoreboard 2011. Statistics Finland: Innovation 2010.

12  See also Tanayama – Ylä-Anttila 2009

13  OECD 2012. IMF 2012

14  OECD 2012

International indicator comparisons and 

evaluation reports are to some extent back-

ward-looking due to the slowness of data 

updates. The large-scale ICT-sector redun-

dancies and corporate restructurings seen in 

2011 and 2012 will result in a drop in Fin-

land’s relative success in ratings including 

the EU Innovation Union Scoreboard and its 

indicators.

Finland’s weaknesses are the relative-

ly small number and share of innovators – 

innovative and growth companies – among 

the total number of enterprises, particularly 

in the service sectors and among small en-

terprises. Innovation activities were carried 

out by 46% of enterprises, but the share was 

higher among large enterprises than among 

small ones, and there were major differences 

between sectors. Therefore large enterprises 

continue to play an important role in inno-

vation activities. The proportion of enterpri-

ses participating in innovation activities was 

lower in the service sectors than in industry. 

In 2010 enterprises generated around 15% of 

their turnover from product innovations laun-

ched in the market between 2008 and 2010.11 

Because of the digital service economy re-

volution the small number of innovators and 

growth companies among the service sectors 

and small and medium-sized enterprises is a 

clear sign of there being development needs 

in this respect.

Various studies show that the share of 

growth companies among all Finnish en-

terprises is very small. Audits conducted by 

the National Audit Office have also indica-

ted that the turnover and employment levels 

of enterprises participating in support pro-

grammes have not developed quite as inten-

ded. Therefore it appears that there are cle-

ar weaknesses in the utilisation of the intel-

lectual capital created in Finland.12 There is 

also an obvious need for development in the 

internationality of enterprises and innovation 

activities.

Future challenges include the funding re-

lationship between basic and applied resear-

ch, sufficient resource allocation for interna-

tional-level basic research and the competi-

tiveness of research and product developme-

nt infrastructures. Efforts have already been 

made to internationalise research and deve-

lop structures. Broad enough basic research 

that is at the international level and enga-

ged in international cooperation creates pre-

requisites for applied research and subsequ-

ent practical innovation. Securing this is im-

portant in a situation where the foundations 

of the Finnish economy and knowhow need 

to be broadened.

Therefore the question remains, in accor-

dance with the OECD and IMF assessments, 

whether Finland should shift the funding 

distribution balance between applied and 

basic research towards basic research.13 The 

OECD Economic Survey on Finland states 

rather directly that the focus of governme-

nt RDI spending should clearly be on fun-

ding research in academic environments 

and should be distributed in such a way as to 

reward academic quality.14

The highly necessary central government 

cost-cutting measures taken in the 2012 bud-

get and on the basis of the decision on spen-

ding limits for 2013–2016 included a cut in 

the budget authorisation to commit expen-

diture for research funding for the Academy 

of Finland and the freezing of the university 

index, which are targeted rather strongly at 

basic research.
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The funding division between applied and 

basic research should not be seen as a zero-

sum game where mutual competition pre-

vents a natural connection between the va-

rious elements of the RDI and broader resear-

ch system and their development. Strong ba-

sic research, applied research and commerci-

al, enterprise-driven innovation support and 

supplement each other as well as creating a 

continuum for each other. Public authorities 

should ensure the prerequisites for basic re-

search in particular because of the public-

good nature of the information created by it.

Will we be able to update the Finnish 
success model?

The Finnish success model is in need of a re-

form. This, however, may prove difficult in 

our consensus-oriented society that is used 

to the taste of success and risk avoidance. 

The level of difficulty is increased by our 

strong confidence in our forerunner position 

and the ability of technological developme-

nt to solve problems. Confidence in techno-

logy as such was regarded as one of our st-

rengths in the international evaluation of 

our innovation system. Our successful in-

stitutions may not, however, be able to de-

tect the signals of change and renew their 

operating models fast enough. Leadership 

in particular now requires sensitivity to see 

the need for changes, particularly from the 

viewpoint of the changing needs and pre-

ferences of customers as well as technology 

users and consumers. The Finnish enterprise 

and public sectors have very little experien-

ce of such leadership.

Broader view needed for research, 
development and innovation (RDI) 
policy

According to the observations made and 

workshops organised by the National Audit 

Office, attention needs to be paid to the need 

for diversification in RDI activity and policy 

and the resulting increase in complexity and 

its management. In addition to the traditio-

nal RDI and tax policy instruments, there is 

an emphasis in the role of the State on more 

general economic policy and competition 

policy in particular. Innovation issues are or 

they should be emphasised in economic po-

licy. It is the task of the State to safeguard 

and promote the prerequisites for competen-

ce and innovation creation through measu-

res including legislation. The success of RDI 

activity is also affected by information poli-

cy, which means the management of infor-

mation and its availability, pricing of infor-

mation services in public organisations and 

the functioning of the intellectual property 

rights system.

There is scope for development in all of 

the elements of the broad field of RDI activity 

and innovation policy in Finland and the Eu-

ropean Union alike. The importance of eco-

nomic growth is discussed a lot in the EU, but 

so far the Union’s own measures to create a 

single digital market and a well-functioning 

intellectual property rights system have been 

very modest in relation to needs and the tar-

gets presented in conjunction with economic 

policy debate.

An essential aspect involved in the broad-

ness of innovation activity is also the issue of 

promoting public-sector innovation. The Na-

tional Audit Office’s audit observations on is-

sues such as ICT activities in social welfa-
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re and health care show that the traditional 

tools of innovation promotion do not neces-

sarily work as intended in public-sector inno-

vation promotion. Digital technology has not 

created the expected productivity benefits 

either. To some extent the productivity ex-

pectations have been unfounded. The big-

gest problem has, however, been the e-ena-

bling of the old organisation and procedures. 

At the same time the digital service system is 

based on the functional reorganisation of the 

entire operations.15 Better results would have 

been achieved through competition and pro-

curements if the public organisations’ procu-

rement commissioner competence had been 

better. A better result would also have requi-

red new types of innovation and knowledge 

management instead of traditional steering 

and leadership models. Consequently, the is-

sues involved in and the competence base re-

quired for innovation promotion are expan-

ded beyond the traditional tools of innova-

tion promotion.  

Finnish RDI policy and activities have been 

highly expert-driven. Despite the changes in 

the operating environment, the target-set-

ting provided in the budget justifications 

has remained relatively unchanged and fo-

cused mainly on the presentation of gene-

ral-level operating ideas. Any actual content 

decisions are made by expert networks and 

funding authorities. The National Audit Of-

fice’s workshops indicate that the strength of 

this system is that it enables decisions to be 

made on the basis of information and long-

term views. On the other hand there is a risk 

of the narrowing-down and insufficient re-

newal of the information base and views

Information base still in need of 
development and diversification

The major investments made by the govern-

ment and enterprises in research, develop-

ment and innovation (RDI) beg the question 

as to how the outcomes of these investments 

are measured and how targets are set. This 

is particularly important now that there is a 

major structural change underway and new 

things should be discovered in a changing 

environment. Experiments, including bold 

ones, are required, but we also need pre-

paredness to end any experiments, projects 

and programmes that do not work. We also 

need the courage to make a rapid shift to the 

promotion of new, improved technologies in 

fields such as energy and environmental so-

lutions.

Several competing indicator frameworks 

have been employed in RDI target-setting 

and output measurements. The share of RDI 

expenditure in GDP alone does not indicate 

anything about performance in the actual ac-

tivities. RDI outputs are translated into eco-

nomic as well as social, environmental and 

cultural impacts via diverse networks and 

impact chains. After direct outputs and pro-

jects, RDI affects demand and supply as well 

as other parts of society.

Performance audits dwell too often on the 

assessment of innovations and their utilisa-

tion. A clear and diverse framework of indi-

cators would be required for actual impact 

assessments and policy target-setting. The 

success of individual projects and issues such 

as enterprise networking are as such impor-

tant, but they are not enough to provide in-

formation about the effectiveness of RDI po-

licy.

15  Lehti – Rouvinen – Ylä-Anttila 2012.
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16 Tekes 2011.

17  See Viljamaa et al. 2010

18  Aghion 2005 and Aghion et al. 2009. With certain reservations, observations made in the US also apply to Finland as regards the 
general notion that the requirements set for the technology leaders as regards education and innovation policy and optimal targeting 
of funding can differ from the requirements set for nations catching up with them.

The path taken by an idea generated in 

RDI to commercially successful production 

also differs from one sector to another. For 

example, the development and life cycles 

and utilisation paths are essentially different 

in ICT innovation activity when compared 

with other fields such as the pharmaceuticals 

and biotechnology sectors. This calls for the 

provision of more specific information about 

sectoral differences and any gaps or risks in 

the successful innovation activity of indivi-

dual sectors.

Efforts have been made to develop indica-

tors. Support for the construction of specific 

and sharp policy-level target-setting and im-

pact assessments and research is provided by 

measures including the joint project of Tekes 

and the Academy of Finland on a framework 

for analysing the societal impact of RDI and 

the international benchmarking of indica-

tor systems.16 Assessments supplementing 

the State of Scientific Research in Finland 

report further clarify the picture concerning 

the challenges faced relating to the informa-

tion base and the measurement of effective-

ness.17 It would be important to be able to 

better compile objective data and assessment 

results concerning social impacts and effec-

tiveness that could be combined with the EU 

indicators used in the evaluation and monito-

ring of economic and structural policies. Fur-

thermore, strengthening is required for inde-

pendent empirical and quantitative effecti-

veness studies and policy-level evaluations.

Well-functioning competition is an 
essential element of an effective 
research, development and innovation 
(RDI) system

According to economic research, the compe-

titive environment plays a major role in inn-

ovation activity and the commercially and 

economically successful utilisation of inno-

vations. Up to a certain limit, innovation ac-

tivity is increased by increased competition.  

Improvements in sectoral productivity and 

utilisation of more productive technologies 

often take place through the market entry of 

more efficient operating units and the mar-

ket exit of inefficient ones. The entry of new 

enterprises into the market as well as the th-

reat of their entry maintain innovation acti-

vity and its renewal.18

Because Finland is a small and remote 

market area, the natural tendency over here 

is to have a market dominated by a few large 

players. According to the National Audit Of-

fice’s observations, this has resulted in a cle-

ar adverse effect on issues such as the deve-

lopment of information systems for the social 

welfare and health care sector and the public 

sector on the whole as well as the achieve-

ment of productivity gains through ICT.

Government measures should be used 

to promote the formulation of a market for 

Finnish innovative growth companies with as 

high a level of competition as possible. The 

promotion of competition should be incor-

porated into efforts supporting RDI and into 

the broad spectrum of public growth policy. 
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19  Audit Committee Report 2/2012 on social welfare and health care ICT systems and funding.

20  Parliamementary communication 10/2012. – Audit Committee Report 2/2012, Report 3/2012.

21  Aghion et al. 2012.

22 Statistics Finland: Innovation 2010.

There should be a stronger focus in public 

procurement and determination of standards 

and requirements on elements that support 

competition and market access. The Finnish 

market should not be closed. Instead, the 

aim should be to achieve at least a Nordic 

market. This sets the requirement for public 

actors to have stronger competencies in stra-

tegic market analyses and procurement and 

their improved utilisation.

As regards RDI funding and other deve-

lopment support, the competition impacts 

of the support systems should be assessed 

more extensively and in greater depth. The-

re are far too few assessments of the impact 

of the use of discretionary government trans-

fers carried out under section 36 of the Act 

on Discretionary Government Transfers that 

are broad enough in scale and that should 

always also involve a competition impact as-

sessment. The Parliamentary Audit Commit-

tee has drawn attention to this as regards the 

funding of social welfare and health care ICT 

systems, but the phenomenon and problem 

are common across the board.19 Consequ-

ently, Parliament has requested that the Go-

vernment conduct an assessment on how the 

Act’s impact assessment provision has been 

applied in practice and whether impacts on 

competition have been assessed.20

Overall, RDI policy and new industrial po-

licies should in Finland as well as the Euro-

pean Union on the whole be combined with 

efficient competition and the promotion of 

new actors’ market access.21 In industrial 

policy and particularly the promotion of en-

vironmental objectives and environmentally 

beneficial technologies, subsidies can and in 

part should be used to eliminate the relati-

ve competitive edge enjoyed by technolo-

gies that are established but less ideal from 

the environmental perspective. All policies 

on RDI and other support should, however, 

ensure the preservation of the precondi-

tions of market entry and employ as broad 

a range of competitive elements in RDI acti-

vity as possible. The programme for promo-

ting healthy competition led by the Ministry 

of Employment and the Economy as well as 

its follow-up should look into how the per-

spective of increased competition could also 

be deepened in Finnish RDI policy and its 

subsidies as well as climate and energy po-

licies. Introducing competition and innova-

tions into services of general economic inte-

rest (SGEIs) and other functions co-funded 

by the State would contribute towards incre-

ased efficiency and productivity and, conse-

quently, strengthen the economy.

Do we know why we do not have 
enough growth enterprises?

Reasons provided by studies and assess-

ments for the relatively small number of 

growth enterprises and innovative enterpri-

ses include obstacles created by legislation 

and regulation, administrative burden and 

access to funding. Access to funding was 

mentioned by entrepreneurs as an obstacle 

in contexts including the Innovation 2010 

report produced by Statistics Finland.22 Alt-

hough access to funding may not necessa-

rily be a problem as regards public funding, 

the thinness of the Finnish private risk and 
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venture capital markets weakens the oppor-

tunities available to growth companies. This 

can also be seen on the stock exchange. The 

number of publicly listed growth enterpri-

ses is small in Finland in comparison with 

Sweden and the other Nordic countries. The 

majority of potential growth enterprises are 

not growing as expected either.23 Enterprise, 

growth enterprise and innovation utilisation 

funding is centred on banks.

Public funding plays a major role for inn-

ovations. The innovation system would need 

a considerably larger rate of private risk 

and venture capital investments. Reducing 

the bank-centredness of enterprise funding 

would also reduce the strong interdepen-

dence of banks and public finances, which 

has been a problem in the euro area debt 

crisis as well as the bank crisis experien-

ced during the Finnish recession of the early 

1990s. This interdependence still remains a 

problem in Finland as well. More diverse and 

easier access to funding would also encoura-

ge towards innovation activity and seeking 

growth based on it in a situation where new 

opportunities are also opening up for small 

and medium-sized enterprises in a global di-

gital service economy.

The information base of enterprises’ opera-

ting environment needs further specification. 

In this, an important role is played by techno-

logical and other standards and the functio-

ning of the market. Market entry and expan-

sion of operations depend on how easy it is 

to set up an enterprise and expand its opera-

tions. The World Bank’s Doing Business indi-

cators show that Finland’s public law regula-

tion and legislation as well as our tax system 

provide quite a competitive environment for 

enterprises. At the same time Finland is not 

among the leading Nordic countries in terms 

of the administrative burden relating to in-

surance cover. The administrative burden of 

entry into and time taken to complete private 

contracts, such as new electricity contracts, is 

also even surprisingly heavy in comparison 

with the other Nordic countries.24

Taxation often plays a more important 

role to growth entrepreneurship than RDI 

subsidies. Another international trend that 

can also be seen in RDI activities is a move 

towards tax subsidies and incentives pro-

vided via the tax system. The justifications 

provided for the introduction of tax incenti-

ves are international competition and the st-

rengthening of the nation’s competitive posi-

tion. Decisions on RDI tax incentives should, 

however, be based on an in-depth and ana-

lytical information base and careful analy-

ses of the objectives as well as the context. 

In Finland the amount of tax incentives with 

at least an indirect impact on RDI activities 

and those granted for growth enterprises in 

on the increase. Therefore the role of taxa-

tion in general should be assessed in the RDI 

policy context.

Support provided via the tax system and 

other tax incentives can help correct distor-

tions caused by risk aversion as well as the 

competitive advantage gained by older tech-

nologies that are less favourable from the en-

vironmental and energy efficiency perspecti-

ves.25 Research has indicated that economic 

steering instruments and taxation in particu-

lar are efficient steering instruments for the 

achievement of environmental objectives. 26 

These research findings are partially suppor-

ted by practical audit findings.

23  The small number of listed growth enterprises and enterprise funding provided via channels other than banks is regarded clearly 
as a problem and increasing the number of publicly traded enterprises and securities is specified as an important objective in the go-
vernment proposal concerning the reform of the securities market legislation, Government proposal 32/2012.

24  World Bank: Doing Business Indicators. Pöysti 2010. Rikama 2012.

25  Aghion et al. 2012.

26  Nissinen et al. 2012 (Final report of the project on climate mitigation through sustainable consumption: evaluation of policy instru-
ments related to food, housing and traffic, the KUILU project). 
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There is, however, relatively little room for 

manoeuvre relating to the use of tax incenti-

ves as the Finnish level of taxation is rather 

high.27 It should be remembered that the de-

cisive role as regards enterprise growth and 

growth entrepreneurship is not played by in-

dividual incentives and tax subsidies but by 

the whole of the tax system. The same also 

applies to the promotion of sustainable de-

velopment and environmental objectives. 

The tax system on the whole is becoming in-

creasingly important for growth enterprises 

as well as for environmentally sustainable 

growth and the economy.

Therefore the ex-ante and ex-post assess-

ment of the cost-effectiveness of the various 

policy measures affecting RDI activity should 

be clearly strengthened as regards incentives 

provided via taxation as well as the various 

types of support. The determination of the ef-

fectiveness targets for tax system incentives 

has so far remained at the general level. A 

more specific determination of policy targets 

is therefore needed.

The presentation of information concer-

ning tax subsidies in the state budget has 

been improved in recent years and particu-

larly following the National Audit Office’s 

performance audit of tax subsidies and the 

study concerning tax revenue forecasts com-

missioned by the Parliamentary Audit Com-

mittee. In the future effectiveness assess-

ments will also be required in accordance 

with the assessment plan.

It is recommended that a practice be adop-

ted whereby the effectiveness of all tax in-

centives is systematically assessed and the 

further provision of the incentive is tied to 

assessment results. It is also justifiable to 

assess, in conjunction with enacting tax in-

centives, how the collection of data neces-

sary for the assessment of effectiveness can 

be organised as cost-efficiently as possible. 

The same also applies to support systems ba-

sed on direct subsidies. The practical imple-

mentation of assessments required by section 

36 of the Act on Discretionary Government 

Transfers should also be achieved. 

A major role in impact assessments is play-

ed by their actual utilisation in decision-ma-

king. Some of the tax incentives and support 

systems in use have been found in assess-

ment studies to have rather low effective-

ness levels. Therefore it is justifiable for deci-

sion-makers to terminate or discontinue sys-

tems that function poorly. In the same way 

decision-makers must be prepared to promo-

te new, more efficient technologies instead 

of those previously included in the support 

system and related production methods. This 

issue is current concerning, for example, the 

support and regulation used in energy poli-

cy to reduce carbon dioxide emissions. Cle-

ar differences in efficiency can, for example, 

be seen between the different generations of 

biofuels.

Is the mental atmosphere an obstacle 
to growth entrepreneurship and 
innovation?

A potentially important obstacle to 

growth-oriented entrepreneurship and inn-

ovation may ultimately lies in cultural prac-

tices and appreciations. Growth-oriented 

entrepreneurship through new innovations 

calls for risk-taking, which inevitably also 

means failures. Willingness to take risks and 

acceptance of failures should be strengthe-

ned. At best the welfare state can encoura-

ge healthy entrepreneurship and innova-

tion risks thanks to its efficient risk-sharing 

and risk insurance role. At the moment the 

Finnish welfare state is not succeeding in the 

best possible way in this.

27  IMF 2012.
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The central government’s means of influen-

ce concerning growth and healthy enterprise 

risk-taking are limited and mainly comprise 

legislation and education policy. Growth-dri-

ven entrepreneurship could be more strongly 

present, starting from school education. The-

re is no need to educate Finns merely into be-

coming good public officials and employees. 

It should also be considered whether our le-

gislation, which regards the payment of debt 

as a matter of honour, allows failures in busi-

ness efficiently enough or whether legislative 

development is needed, particularly relating 

to debt adjustment and bankruptcy legisla-

tion as well as entrepreneurs’ social security. 

Corporate executives’ incentive systems may 

also have an excessive focus on the perspec-

tive of finance and short-term profit distribu-

tion. This is a problem the government can 

influence as an exemplary owner, developer 

of better incentives and through taxation.

Research, development and innovation 
(RDI) policy and activity should be 
regarded as part of growth-oriented 
economic policy

In the current economic structures and 

circumstances the promotion of RDI activi-

ty consists of a very broad and diverse set of 

measures and policies. The RDI policy of the 

2010s is an essential element of economic 

policy that generates sustainable growth and 

wellbeing. Integrating the viewpoints of the 

Ministry of Finance, the Ministry of Employ-

ment and the Economy and the Ministry of 

Education and Culture into a well-functi-

oning policy mix is important to secure our 

national success.
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2 Monitoring of the implementation of 
positions taken by Parliament

2.1 Parliament’s positions monitored by the National 
Audit Office

The National Audit Office monitors the im-

plementation of positions approved by Par-

liament on the basis of reports issued by the 

Parliamentary Audit Committee if these are 

related to reports to Parliament submitted 

by the National Audit Office and have cal-

led for the Government to report on the mat-

ter or if audit activities have focused on re-

lated matters.

The National Audit Office’s annual activity 

report to Parliament 2011 provided a summa-

ry of reporting required from the Governme-

nt during the preceding electoral term. Parli-

ament’s positions concern significant matters 

in which achieving change is often slow. This 

annual activity report for 2012 covers the mo-

nitoring of positions that call for reporting by 

the current Government.

Chapters 4 and 7 of this report, however, 

cover issues relating to reporting obligations 

set for the previous electoral term. In parlia-

mentary communication 30/2010 Parliament 

called for the Government to take measures 

to ensure the quality of legislative drafting. 

Related matters are presented on the basis 

of audits conducted during the reporting year 

in Chapter 7. The National Audit Office also 

produced two reports relating to the quali-

ty of legislation in 201128 and issued state-

ments relating to the theme.29 In parliame-

ntary communication 16/2010 Parliament 

further called for the Government to com-

pare the costs of arranging public social and 

health services as regards the various delive-

ry methods. In this context, Chapter 4 covers 

child welfare and various methods of service 

provision. The nature of both of these topics 

is such that the National Audit Office will 

subject them to audits in the future too.

As regards the current electoral term, Par-

liament has called for reporting by the Go-

vernment on the following issues relating to 

reports submitted to Parliament by the Natio-

nal Audit Office:

In parliamentary communication 50/2010 

Parliament required the Government to re-

port in the Report on the Final Central Go-

vernment Accounts for 2011 on the imple-

mentation of the following measures:

1 Parliament requires that the Governme-

nt initiate measures to clarify and impro-

ve the information base, openness and 
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transparency of the central governme-

nt spending limits. The spending limits 

information base should provide Parlia-

ment with a better foundation for deci-

sion-making relating to the spending li-

mits and for monitoring adherence to the 

spending limits and the fulfilment of tar-

gets.

2 Parliament requires that the Govern-

ment evaluate for each fund separately 

whether the essential grounds referred to 

in section 87 of the Constitution still exist 

for arranging its operation and funding 

under an off-budget entity.

3 Parliament requires that the Government 

initiate measures to change the structu-

re of the spending limits procedure such 

that a mechanism is introduced that faci-

litates the making and interim review of 

profitable transport investments that will 

pay themselves back.

4 Parliament requires that the Government 

explore whether tax subsidies should be 

included within the spending limits pro-

cedure. For example, it is justifiable to 

decide on the total amount of tax subsi-

dies as part of the fiscal policy rules.

5 Parliament requires, in order to safegu-

ard the sustainability of local governme-

nt finances, that the Government inclu-

de in the central government spending 

limits a tight restriction on how much 

expenditure central government can al-

locate, through legislative and other me-

asures, to the local government sector 

during the budget planning period.

6 Parliament requires that the Government 

initiate measures to increase the flexibili-

ty of the spending limits procedure such 

that appropriations can be allocated bet-

ter than at present within and between 

the administrative sectors.

In parliamentary communication 17/2010 

Parliament called for the Government to re-

port in the Report on the Final Central Go-

vernment Accounts for 2011 on the imple-

mentation of the following measures:

7 (1) Parliament requires that the Govern-

ment initiate the measures necessary to 

eliminate borrowing in excess of liquidi-

ty needs.

8 (2) Parliament requires that the Govern-

ment take appropriately into considera-

tion the measures stated in the report re-

garding budget resolutions.30

In parliamentary communication 25/2010 

Parliament called for the Government to 

report in the Report on the Final Central 

Government Accounts for 2011 on the 

implementation of the following measu-

res:

9 (2) Parliament requires that the Govern-

ment prepare and introduce a shared 

workflow management and information 

system for the justice and interior admi-

nistration in a manner whereby this, in-

cluding in terms of scheduling, enables 

the entry into force of the legislation on 

pre-trial investigations and coercive me-

asures and report to Parliament in the 

next Report on the Final Central Govern-

ment Accounts.

  30 In report 1/2011 the Committee found that the measures reported in the Report on the Final Central Government Accounts taken 
on the basis of certain parliamentary statements are sufficient or the statements are otherwise no longer needed.
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Points 1–6

These positions taken by Parliament relate 

to the National Audit Office’s separate re-

port Effectiveness of the central governme-

nt spending limits procedure as a fiscal poli-

cy instrument (R 21/2010). Follow-up on the 

separate report will take place in 2013. Fol-

lowing its completion, the National Audit 

Office will report on the implementation of 

the positions under a separate report on the 

audit of the final central government ac-

counts. Furthermore, the National Audit Of-

fice will conduct continuous fiscal policy 

auditing relating to the theme. The results 

of the fiscal policy audits will be reported to 

Parliament in the middle and at the end of 

the electoral term.

Point 7

Measures relating to the point have progres-

sed as required by Parliament. Measures to 

eliminate borrowing that is unnecessary to 

cover liquidity needs already began at the 

end of 2011, and this year is likely to see a 

complete end to unnecessary borrowing. In 

2011 budgeted loan facilities amounting to 

around €1.7 billion were not drawn down as 

central government liquidity did not requi-

re the implementation of net borrowing in 

accordance with the revenue estimate. The 

undrawn amount reduces central governme-

nt debt interest payments, although no spe-

cific estimate of the savings obtained has 

been produced. There was no time to fully 

utilise the undrawing of the loans in 2011, 

whereby the savings will be larger in the co-

ming years.

Point 9

The Government reported in the Report on 

Final Central Government Accounts that the 

system will be in use in 2014.

2.2 Implementation of monitored positions
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3 Economy and productivity

Conclusions and positions

The functioning of performance guidance 

requires that ministries set agencies appro-

priate performance targets and that a true 

and fair view of these is presented in final 

accounts. Regardless of the guidance mo-

del employed, the resources available and 

the targets pertaining to the results to be 

achieved on them must be reconciled in ad-

ministrative steering. As regards performan-

ce guidance, this means the reconciliation 

of the development of the effectiveness of 

activities and the service capacity with the 

management of economy and productivi-

ty. Targets and information relating to eco-

nomy and productivity are key elements of 

well-functioning performance guidance.  

Regardless of the guidance system, they also 

provide the basis for the assessment of effec-

tiveness, service capacity and the operatio-

nal efficiency of activities on the whole.

The situation regarding the presentation of 

true and fair information about operational 

efficiency has improved clearly following the 

introduction of performance guidance. The 

utilisability of information would, however, 

be further improved by the harmonisation 

and clarification of the information and the 

method of presentation relating to operatio-

nal efficiency information. Clear key indica-

tors and a uniform manner of presentation 

would simplify accounting procedures and 

increase efficiency in the preparation of re-

ports on operations.

There is still room for improvement in per-

formance guidance. When the target-setting 

concerning economy and productivity and 

the related data providing a true and fair 

view are brought together in the assessment 

of the state of performance guidance, only 

one in four accounting units had been set 

sufficient targets and data providing a true 

and fair view was provided regarding their 

achievement
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3.1 Operational efficiency

economy and productivity targets over a th-

ree-year period can be found in Table 1.

As regards 2011, the data concerning tar-

get-setting has been computed on the ba-

sis of accounting units that produce final ac-

counts, while comparison data for previous 

years is based on government agency data.

On the basis of financial audits for fiscal 

2011, the performance targets approved by 

ministries, which are an essential part of per-

formance guidance, still contain gaps with 

regard to targets concerning economy and 

productivity. Comprehensive economy tar-

gets had been approved for only 50% of ac-

counting units, while productivity targets 

had been set by ministries under performan-

ce agreements for 40% of accounting units.

An evaluation of the comprehensiveness of 

targets concerning economy and productivity 

on the basis of normal operating costs shows 

that economy targets covered 53% and pro-

ductivity targets 74% of government opera-

tions (53% and 71% in 2010, 33% and 61% 

in 2009, respectively).

No essential changes have taken place on 

the whole in the setting of targets for opera-

tional performance in recent years. Although 

economy and productivity targets could be 

set for all government agencies, they still co-

ver less than half of the agencies

Economy and productivity targets only 
set for one in two accounting units

Under the State Budget Decree, performan-

ce targets for social effectiveness and opera-

tional performance must be presented in the 

justifications given in the budget proposal. 

Performance targets are important for the 

Government as one of the points of departu-

re for steering and for Parliament when deci-

sions are made about appropriations granted 

and when evaluating whether the targets set 

have been reached.

According to the State Budget Decree, 

the ministries must approve the breakdown 

of budgetary accounts and performance 

without delay following the publication of 

the budget by Parliament. The State Budget 

Act requires that true and fair information 

is provided in final accounts and reports on 

operations concerning the operational per-

formance of government agencies.

According to the State Budget Act and 

Decree, operational performance is divided 

into operational efficiency, outputs and qua-

lity management, with service capacity also 

examined in this context.

In conjunction with financial audits the Na-

tional Audit Office has evaluated the covera-

ge of the performance targets relating to eco-

nomy and productivity.

Key summary information on the setting of 

TABLE 1: TARGET-SETTING IN 2009–2011

Year   Economy Productivity

2009   34% 42%

2010   43% 48%

2011   50% 40%
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Reporting on economy and 
productivity fairly comprehensive

Provisions on government agencies’ final ac-

counts are laid down in the State Budget Act 

and the State Budget Decree. Since the be-

ginning of 2010, according to the State Bud-

get Decree only those agencies that have 

been designated as accounting units by the 

Ministry of Finance are required to prepa-

re final accounts containing financial state-

ments and a report on operations. Although 

ministries still set performance targets for 

other agencies as well, these do not have a 

comprehensive obligation to report on ope-

rational performance in their final accounts 

on the basis of the Decree.

According to the State Budget Decree, the 

report on operations must present informa-

tion on operational performance using app-

ropriate indicators and a comparison with 

performance targets set.

Financial audits have strived to determine 

whether true and fair information has been 

presented on operational efficiency. This in-

cludes an evaluation of the information that 

has been presented on economy, productivi-

ty, chargeable activities and their profitabili-

ty and jointly financed activities in so far as 

giving true and fair information is concerned.

Table 2 contains a breakdown of true 

and fair information on economy over a th-

ree-year period. Because the requirements 

set for information provision changed in 

2010, data for 2009 is not comparable with 

data for 2010–2011.

Information on economy or corresponding 

information on costs was judged to be true 

and fair in 53 accounting units or 88% of 

all accounting units (50 accounting units or 

82% in 2010, 93 agencies or 80% in 2009). 

The information presented by accounting 

units mainly comprised surrogate quanti-

ties, which accounted for 66% of the total. 

The presentation of true and fair informa-

tion means that the performance information 

provided is at the same time both true and 

fair. Although some accounting units cover 

agencies of economical importance, it has 

only been possible to examine the presen-

tation of true and fair information at accoun-

ting unit level.

Information on productivity was judged to 

be true and fair in 51 accounting units or 85% 

of accounting units (46 accounting units or 

75% in 2010, 87 agencies or 75% in 2009). 

Information on productivity was judged to be 

fair in 53 accounting units or 88% of all ac-

counting units (50 accounting units or 82% in 

2010, 98 agencies or 85% in 2009). Informa-

tion on productivity was judged to be true in 

53 accounting units or 88% of all accounting 

units (50 accounting units or 82% in 2010, 93 

agencies or 80 % in 2009).

When the information on economy and 

productivity is evaluated on the basis of the 

agencies’ normal operating costs, true and 

fair information on economy covered 52% 

and on productivity 59% of government ope-

rations (50% and 61% in 2010, 61% and 57% 

in 2009, respectively).

Year True   information TFair information True and fair information

2009 82% 90% 80%

2010 85% 89% 82%

2011 92% 92% 88%

TABLE 2:  ECONOMy INFORMATION IN FINAL ACCOuNTS
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Ministries have presented information on 

economy mainly in the form of cost informa-

tion broken down by result area or in some 

other corresponding way. Even bearing this 

in mind, the information provided by the Mi-

nistry for Foreign Affairs, Ministry of Educa-

tion and Culture and the Ministry of Employ-

ment and the Economy cannot be judged as 

true and fair. Other ministries as well should 

present information on operational efficiency, 

such as costs and person-years, according to 

the model recommended by an inter-minis-

terial accounting working group (Ministry of 

Finance working group report 1/2006).

When the information presented on opera-

tional efficiency is examined as a whole, the 

information was judged to be true and fair 

in 52% accounting units or 87 of accounting 

units (48 accounting units or 79% in 2010, 85 

agencies or 73% in 2009).

The situation regarding the presentation of 

true and fair information about operational 

efficiency has improved clearly following the 

introduction of performance guidance. The 

utilisability of information would be further 

improved by the harmonisation and clari-

fication of the information and the method 

of presentation relating to operational ef-

ficiency information. Clear key indicators 

and a uniform manner of presentation would 

simplify accounting procedures and increa-

se efficiency in the preparation of reports on 

operations.

Reporting on chargeable activities at 
a good level

The demand for and supply of performan-

ces under public law are based on legisla-

tion, and authorities or agencies have gene-

rally been given statutory exclusive rights 

to produce performances. The appropria-

te preparation of cost-effectiveness calcula-

tions ensures legal protection for those who 

are required to pay charges, so that charges 

are not higher for customers than the gene-

ral grounds in legislation allow. The moni-

toring and presentation of chargeable acti-

vities and annual results are also very im-

portant when government agencies compe-

te with private actors engaged in the same 

activity.

According to the State Budget Act, the mo-

nitoring of the profitability of chargeable ac-

tivities must be arranged so that their annual 

results can be presented in connection with 

the annual accounts, unless the chargeable 

activity is insignificant. According to the Sta-

te Budget Decree, the report on operations 

must provide information about the profita-

bility of chargeable activities and compari-

sons with the targets set. The criteria for true 

and fair information have been further speci-

fied under a State Treasury order that requi-

res the presentation of cost-effectiveness by 

performance type.

According to central accounting data, cen-

tral government chargeable activities produ-

ced revenues totalling €1.2 billion (€1.2 bil-

lion in 2010, €1.3 billion in 2009), of which 

performances under public law produced 

€0.3 billion (€0.3 billion in 2010), commer-

cially priced performances €0.5 billion (€0.5 

billion in 2010) and performances priced on 

the basis of special legislation €0.4 billion 

(€0.4 billion in 2010).

In 2011 chargeable activities as referred 

to in the State Budget Act were provided by 

50 accounting units (49 accounting units in 

2010, 95 agencies in 2009). Ministries had set 

performance targets concerning chargeable 

activities for 36 accounting units or 72% of 

accounting units engaged in chargeable ac-

tivities (45 agencies or 63% in 2010, 77 agen-

cies or 81% in 2009).

31



Table 3 contains a breakdown of infor-

mation on chargeable activities over a th-

ree-year period. The figures for 2010 and 

2011 have been calculated for accounting 

units engaged in chargeable activities.

Audits found that 43 accounting units or 

86% of accounting units had presented true 

and fair information on chargeable activities 

and annual results for them. The correspon-

ding figures for the year before were 41 ac-

counting units or 84% of accounting units en-

gaged in chargeable activities.

When the information on chargeable acti-

vities is evaluated on the basis of revenues 

from chargeable activities, true and fair infor-

mation covered 86% of chargeable activities 

(86% in 2009 and in 2010).

With regard the presentation of informa-

tion in final accounts on chargeable activi-

ties, on the whole the situation has improved 

compared with previous years. Qualified opi-

nions on regularity as a result of gaps in the 

monitoring of chargeable activities and the 

presentation of annual results were issued to 

only two accounting units in 2011 (3 accoun-

ting units in 2010, 13 agencies in 2009).

TABLE 3: INFORMATION ON CHARGEABLE ACTIVITIES IN FINAL ACCOuNTS, PER CENT OF    
                ACCOuNTING uNITS ENGAGED IN CHARGEABLE ACTIVITIES

Year True information Fair information True and fair information

2009 78% 93% 78%

2010 84% 88% 84%

2011 90% 90% 86%
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FIGuRE 5 Performance targets describing economy and 
information in final accounts

3.2 Current state of performance guidance on the 
basis of operational efficiency

Room for improvement in the 
implementation of performance 
guidance

Performance guidance requires that mi-

nistries set agencies appropriate performan-

ce targets and that true and fair information 

on these is presented in final accounts.

In all administrative steering it is essenti-

al to match resources and targets concerning 

outputs. One task of performance guidance is 

to coordinate the development of operational 

effectiveness and service capacity with the 

management of costs. Therefore targets and 

information relating to economy are key ele-

ments of well-functioning performance gui-

dance. Regardless of the guidance system, 

they also provide the basis for the assess-

ment of effectiveness, service capacity and 

economy of activities as a whole.

Figure 5 describes the functioning of per-

formance guidance from the perspective of 

steering and reporting regarding economy. 

The coverage of performance targets con-

cerning economy set by ministries and the 

information presented by accounting units in 

their reports on operations have been used 

as criteria.

As only accounting units have been requi-

red to prepare final accounts since 2010, the 

functioning of performance guidance can 

only be examined for each accounting unit. 

Although the share of accounting units that 

have been steered with adequate targets 

concerning economy and have reported true 

and fair information has risen to 48% (49% 

of accounting units 2010, 33% of agencies in 

2009), this is still less than half of all accoun-

ting units. Evaluated on the basis of normal 

operating costs, this covered only 37% of go-

vernment operations (37% in 2010, 33% in 

2009).

With regard to the presentation of true 

and fair information on economy, the situa-

tion has improved somewhat in the past th-

ree years. True and fair information on eco-

nomy was presented by 88% of accounting 

units. The corresponding figure was 82% of 

accounting units in 2010 and 80% of agen-

cies in 2009. Accounting units’ capability to 

present information on economy is still better 

than ministries’ capability to steer subordi-

nate administration with targets in this area.

Performance targets regarding economy 

had been set for 30 accounting units or 50% 

of all accounting units. True and fair informa-

tion was presented by 29 or 97% these (97% 

Steered and 
monitored; 48 %

Steered, not 
monitored; 2 %

Monitored, not 
steered; 40 %

Not steered, not 
monitored; 10 %
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of corresponding accounting units 2010, 

95% of agencies in 2009). Correspondingly, 

among those accounting units for which eco-

nomy targets had not been set (30 accounting 

units), 24 accounting units or 80% presented 

true and fair information (67% of correspon-

ding accounting units in 2010, 72% agencies 

in 2009). Evaluated in this manner, the defi-

ciencies in performance guidance can clearly 

be found in target-setting.

When the target-setting concerning eco-

nomy and productivity and the presentation 

of true and fair information on these are com-

bined when evaluating the current state of 

performance guidance, the share of accoun-

ting units that have been steered with adequ-

ate targets and have presented true and fair 

information is only 25% (25% of accounting 

units in 2010, 22% of agencies in 2009). Cor-

respondingly, those accounting units the eco-

nomy and productivity targets set on which 

by the ministry were not regarded as ade-

quate and that had not presented true and 

fair information on economy and productivity 

accounted for 13% of accounting units (25% 

of accounting units in 2010, 24% of agenci-

es in 2009).
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4 Effectiveness and public administration 
service capacity from the citizen’s 
perspective

This chapter deals with audits with a 

cross-cutting theme of services provided 

by public administration and their funding: 

how public administration responds to ser-

vice demand and how effective services and 

measures appear to be. In this context atten-

tion has also been drawn to the prerequisites 

of effectiveness and its assessment, particu-

larly the information base of central govern-

ment decision-making.

Audits have covered the management of 

employment as a broader theme from the 

perspective of increasing the employment 

rate, the development of local government 

and service structures as well as the realisa-

tion of the interests of the child in the imple-

mentation of the Child Welfare Act.
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31 Employment rate refers to the share of the employed among the working-age population.

32 Kiander, Jaakko (2010): Julkisen talouden kestävyys – onko meillä vielä varaa hyvinvointivaltioon? Saari, Juho (ed.): Tulevaisuuden 
voittajat – Hyvinvointivaltion mahdollisuudet Suomessa, Eduskunnan tulevaisuusvaliokunnan julkaisu 5/2010. p. 156.

33 The long-term objective of Prime Minister Matti Vanhanen’s second cabinet and Prime Minister Mari Kiviniemi’s cabinet was to 
raise the employment rate to 75%. Prime Minister Jyrki Katainen’s cabinet aims to raise the employment rate to 72% and reduce the 
unemployment rate to 5% by the end of the electoral term. The national programme of the Europe 2020 Strategy issued in April 2011 
set the national target of raising the employment rate of those aged 20–64 to 78%. In practice this corresponds to an employment rate 
of 75% among those aged 15–64.

34 Statistics Finland. Labour Force Survey 2012, April.

35 Työllisyyskertomus vuodelta 2011. Työ- ja elinkeinoministeriön julkaisuja 8/2012. pp. 19, 22.

Conclusions and positions

A sustainability gap has been created in Fin-

land’s general government finances, the re-

duction of which calls for raising the employ-

ment rate31 as well as other measures. Rai-

sing the employment rate is the most effi-

cient way to balance general government 

finances and respond to the challenges po-

sed by the ageing of the population.32 The 

perspective shared by the audits conducted 

under the employment management theme 

has been to examine how efficiently the Go-

vernment’s employment policy contributes 

towards the long-term objectives of increa-

sing the employment rate to 75%.33

In April 2012 the employment rate or the 

share of the employed among those aged 15–

64 was 68.5%.34 However, the employment 

rate varies considerably from one region to 

another. Increasing the employment rate to 

75% is a challenging objective and reaching 

it requires good economic growth. Although 

the employment rate has increased slowly 

since the recession years of the early 1990s, 

the structural change of the economy has re-

sulted in the employment rate of men in par-

ticular remaining at a level lower than that 

seen in previous decades. Broad-ranging ef-

forts will therefore be needed to reach the 

employment rate target. Measures targeted 

at individual groups only have a limited im-

pact on the overall employment rate.

In addition to students, pensioners and tho-

se on family leaves, the unemployed compri-

se a considerable labour reserve. In 2011 the 

number of unemployed jobseekers averaged 

249,900, of whom 142,600 were difficult to 

employ.35 Employment and activation mea-

sures rarely lead into the rapid employment 

of the long-term unemployed in the open la-

bour market, but they do contribute towards 

the prevention of social exclusion. Improved 

effectiveness would call for the better targe-

ting of measures in accordance with the va-

rious needs of customers.

Areas undergoing abrupt structural change 

have since 2007 been supported through 

government measures. A total exceeding 

11,000 employees were made redundant in 

these areas between 2007 and 2011. The 

concept of support provision for these areas 

has been effective and well-functioning. The 

amount of funding provided has also been 

sufficient. On the whole this activity has pro-

ven to be necessary from the perspective of 

the areas of abrupt structural change. There 

has, however, been hardly any impact on the 

overall employment rate.

The promotion of work-based immigra-

tion has been one of the methods to increa-

se the workforce and reduce the sustainabi-

lity gap brought up by government program-

mes. Work-based immigration has accounted 

4.1 Management of employment
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36  National Audit Office performance audit reports Helping the long-term unemployed find jobs and preventing marginalisation 
(229/2011), Supporting areas of abrupt structural change (2/2012), Work-based immigration (13/2012). 

37  National Audit Office preliminary study report Extending working lives 30 January 2012.

38   Europe 2020 Strategy, Finland’s national programme, 2012. Ministry of Finance.

39   National Audit Office preliminary study report Extending working lives 30 January 2012

for 5–10% of total immigration into Finland, 

so it only contributes to a small proportion of 

the boost to labour supply provided by im-

migration and has not helped the efforts to 

raise the employment rate. The need to in-

crease work-based immigration will be emp-

hasised as the working-age population gets 

smaller, but the priority issue is still to raise 

the employment rate of foreigners living in 

Finland closer to that seen among the nati-

ve population. 

The objective of increasing work-based 

immigration has not been translated into 

concrete, consistent and coordinated acti-

vity across administrative sectors that sup-

ports the entire scope of employment poli-

cy. Instead, the promotion of work-based im-

migration has remained isolated from the 

rest of employment policy. Measures taken 

to promote work-based immigration have 

been local, small in scale and fragmented. 

The definition of objectives and concepts of 

work-based immigration needs clarification 

in order for the expectations set for it as a tool 

for sustainability gap reduction to come true.

The systematic and consistent preparation 

of work-based immigration and, more bro-

adly, labour immigration would be suppor-

ted by the development of a uniform statistics 

and monitoring system as well as increased 

cooperation across administrative sectors. At 

the moment there is not enough information 

available about foreigners working in Fin-

land. Not even the number of such employ-

ees is known.

Employment rate far behind the 
target set

Three audits have been conducted un-

der the employment management audit 

theme. Their topics are helping the long-

term unemployed find jobs and preventing 

marginalisation, supporting areas of abrupt 

structural change, and ’work-based immig-

ration.36 The National Audit Office is also 

conducting an audit concerning the extensi-

on of working lives.37 The audits have emp-

hasised the effectiveness perspective becau-

se increasing the effectiveness of measures 

has been a key employment policy objective 

in recent years.

The targeted 75% employment rate was 

last achieved in Finland in the late 1980s. 

This employment rate level has mainly been 

reached by the other Nordic countries. Ac-

cording to Eurostat, the employment rate 

among those aged 15–64 was 78.5% in Ice-

land, 75.3% in Norway, 74.1% in Sweden 

and 73.1% in Denmark in 2011.

Raising the employment rate may be faci-

litated in the future by the fact that annual-

ly around 10,000 more people will leave the 

working age population than will enter it. It 

is, however, difficult to assess the impact of 

population ageing on the employment rate 

development. The ageing are the only group 

with their employment rate higher in 2011 

than in the 1980s. The employment rates 

were lower in all other age groups.38
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Major regional variation in 
employment rates

The regional differences in employment ra-

tes still remain rather large in Finland despi-

te some evening out seen in the 2000s. The 

employment rates vary from 80% in the 

Åland Islands to slightly over 60% in Eas-

tern and Northern Finland. Reaching the 74–

75% employment rate target would require 

the entire country to achieve on average an 

employment situation similar to the southern 

region of Uusimaa.

There is also major regional variation in 

actual retirement age. In 2010 the variation 

range in the regional average age of those 

retiring on old-age, disability, unemploy-

ment or special farmer’s pension was almost 

six years. According to a statistical analysis 

carried out by the National Audit Office, the 

regional variation in retirement age remains 

considerable even following the standardi-

sation of certain factors affecting retirement 

age (morbidity, education level, age structu-

re, unemployment). Without standardisation, 

the range of variation in regional average 

ages was 5.5 years (53.7–59.2) in 2003 and 

5.8 years (56.1–61.9) in 2010.

The difference between the average retire-

ment age in large sub-regional units that are 

located reasonably close to each other may 

also be several years. The average retirement 

age in the Vaasa sub-regional unit was 60.2, 

which is four years higher than the figure for 

the nearby Oulu sub-regional unit. The regi-

onal variation in average ages and taking the 

underlying reasons into consideration can be 

regarded as one of the prerequisites for the 

effectiveness of central government measu-

res aiming at extending working lives.40

Activation of the long-term 
unemployed has rather small impact 
on the employment rate

Achieving the targeted increase in the 

employment rate calls for the better employ-

ment of the labour reserves, such as the 

long-term unemployed. In 2011 the avera-

ge number of those difficult to employ (long-

term or repeatedly unemployed, unemploy-

ed after a measure or moved to another me-

asure) was 142,600 in Finland. According to 

the audit, bringing those difficult to employ 

back to the open labour market is a lengthy 

process that requires plenty of society’s re-

sources. The employment effects of the ac-

tive employment policy aimed at the long-

term unemployed are quite small.40

Employment and activation measures ra-

rely result in the speedy employment of the 

long-term unemployed in the open labour 

market. The audit found that measures do, 

however, to some extent reduce the need 

for social assistance and promote the other 

employment policy objective – the preven-

tion of marginalisation. They may also create 

the prerequisites for employment access over 

the longer term.

Improving effectiveness would require 

more individually oriented measures offe-

ring high quality in terms of content and las-

ting for a sufficient period. In practice such 

efficient sets of measures may take several 

years and therefore be expensive. Effective-

ness could also be improved by taking mea-

sures sooner. As employment access among 

the long-term unemployed after measures is 

low, it is important to prevent the occurren-

ce of long-term unemployment in advance.

Increasing the effectiveness of measures 

40   National Audit Office performance audit report Helping the long-term unemployed find jobs and preventing marginalisation 
(229/2011).
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41 National Audit Office preliminary study report Extending working lives 30 January 2012..

taken to employ the long-term unemployed 

and prevent marginalisation calls for the gau-

ging of measures to clients’ different needs. 

The long-term unemployed are not a homo-

genous group. Instead, there are many diffe-

rent, intertwining factors lying behind their 

problems. Therefore the Natural Audit Office 

finds it important to establish such operating 

models that support client-specifically tailo-

red services. On the other hand, the eradi-

cation of structural unemployment also calls 

for a clear change of attitudes in the labour 

market as regards the employment of people 

with partial disabilities.

According to the National Audit Office’s 

view, the employment policy service system 

should be transparent and understandable by 

users. Fragmented by individual measures, 

the system and activities have lacked conti-

nuity and sustainability. The current Govern-

ment Programme contains a pilot programme 

to develop cooperation between authorities 

and other actors and strengthen the role of 

municipalities aimed to support the employ-

ment access of the long-term unemployed 

and reduce unemployment. A total of 23 pro-

jects and 61 municipalities have been selec-

ted for the pilot. Launched in the autumn, the 

experiment provides the participating muni-

cipalities with improved opportunities to in-

fluence how the services for the long-term 

unemployed are provided.

Early referral plays an essential role 
in rehabilitation

The extension of working lives has been pro-

posed as one way to slow down the reduc-

tion in labour supply. Rehabilitation and ma-

intenance of capacity to work is the biggest 

central government measure in monetary 

terms towards the extension of working li-

ves. The National Audit Office has begun a 

performance audit to audit central govern-

ment measures to arrange rehabilitation to 

maintain capacity to work.41

No specific target has been set for working 

career length, and the compilation of statis-

tics on actual lengths of working careers is 

also only at the planning stage. The only con-

crete target has been set for the retirement 

age expectancy at 62.4 years. This should be 

reached by 2025.

At the end of 2010 there were around 

270,000 people on disability pension, which 

corresponds to the number of unemployed 

jobseekers and accounts for around 10% of 

the labour force. The annual number of those 

retiring on disability pension exceeds 25,000. 

Of the total of slightly under 1.5 million pen-

sioners, around one in five receives a disabi-

lity pension. The average age of retirement 

on disability pension is 52, which is around 

10 years younger than the age for old-age 

pension. The main reasons for disability are 

mental disorders (38%) and musculoskeletal 

conditions (29%).

According to several effectiveness evalu-

ations based on randomised trials and re-

gister data, the benefits of rehabilitation in 

the prevention of incapacity for work have 

been questionable. According to observa-

tions made during the audit currently under-

way, early referral to treatment has, however, 

reduced the risk of disability pension. It ap-

pears that the factors causing disability are 

addressed too late.

Therefore timely interventions by health 

care experts play a role in the prevention of 
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42  National Audit Office performance audit report Supporting areas of abrupt structural change (2/2012).

43  Nokia Corporation Stock Exchange Release 14 June 2012 at 09.30.
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incapacity to work. This observation under-

lines the importance of measures such as re-

gular age-related checkups to the prevention 

of incapacity to work.

Areas of abrupt structural change 
have been supported using a well-
functioning concept

The performance audit concerning support 

for areas undergoing structural change42 

evaluated the effectiveness of regional-

ly targeted measures in the management 

of employment. Areas undergoing abrupt 

structural change have since 2007 been sup-

ported through government measures. The 

aim has been to promote employment by in-

creasing elements that encourage the setting 

up of enterprises and growth in municipali-

ties that are undergoing structural change. 

Support has been targeted at enterprises’ 

and municipalities’ investments and labour 

administration measures. New types of sup-

port have not been created. Instead, additio-

nal funding has been allocated for a specific 

period for the normal support systems used 

in the areas.

Around €40 million a year has been spent 

on these activities. The amount of support 

funding has been sufficient to cover the fun-

ding of all appropriate projects.

On the basis of a statistical analysis of the 

effectiveness of the measures carried out in 

the audit, the employment impacts of the ac-

tivities can be regarded as positive. It has 

not, however, been possible to replace all lost 

jobs in a short period of time. It is, however, 

difficult to distinguish the impacts of structu-

ral change support from those of other regi-

onal support. 

A total exceeding 11,000 employees were 

made redundant in these areas between 2007 

and 2011. In an average structural change 

area the number of those suffering a direct 

loss of job is around 500. Following the com-

pletion of the performance audit concerning 

support for areas of abrupt structural change, 

plans were announced by the Nokia Group 

for reductions resulting in the loss of 3,700 

jobs in Finland43, which alone accounts for 

one-third of the total number of those who 

have previously lost their job in structural 

change areas.

According to the audit findings, the au-

thorities’ activities can as a rule be regarded 

as successful and speedy enough. It is likely 

that without these measures the situation of 

the structural change areas would be wor-

se than it is today. The two-year structural 

change area status can, however, be regar-

ded as a short period to generate employ-

ment impacts. In several areas structural 

change has been continuous rather than 

abrupt, whereby the measures taken by cen-

tral government should support enterprises’ 

long-term capacities.

According to the audit, there are shortco-

mings in the monitoring of the impacts of 

funding provided for structural change me-

asures. Monitoring the employment access 

of those made redundant cannot be used 

as a basis of conclusions on what would 

have happened without additional funding. 

Consequently, the evaluation of the actual ef-

fectiveness of these measures is challenging.
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Rates of work-based immigration to 
Finland have been low and account for 
a small share of total immigration

Promoting work-based immigration has 

been one of the means included in govern-

ment programmes to increase the workfor-

ce and reduce the sustainability gap.44 The 

examination of work-based immigration is 

made difficult by the fact that there is no cle-

ar and established definition for the concept 

of work-based immigration and that it can-

not always be distinguished from other im-

migration.45

Immigration to another country on a per-

manent basis for the purpose of work is com-

monly referred to as work-based immigra-

tion. Using this definition, work-based im-

migration only accounts for a small part of 

immigration to Finland and of the increase in 

labour supply based on immigration. In prac-

tice, others than those who have moved to 

Finland on the basis of grounds other than 

work-related ones often also have the right 

to work in Finland. Less than one-tenth of 

immigration has been work-based in recent 

years. The share of work-based immigration 

from non-EU countries to Finland is also low 

in European comparison46.

There was a considerable increase in im-

migration to Finland in the first decade of 

the 2000s. Between 2000 and 2009 a total of 

218,000 persons moved to Finland from abro-

ad, with one in three of these born in Finland. 

The most common reason for immigration to 

Finland is family. 

Around one in three immigrants have mo-

ved away from Finland. The likelihood of this 

varies considerably depending on the immig-

rant’s country of origin.47

Immigrants do not often move to 
Finland for permanent employment 
but rather for temporary work

A special feature in the participation of fo-

reign nationals in the Finnish labour market 

is that it does not constitute actual perma-

nent immigration but rather temporary stays 

in the country for work purposes.48 Typical 

characteristics of sectors employing foreig-

ners include cyclical changes, low pay levels 

and the skills required not being very coun-

try- or language-specific. For example, only 

639 persons were within the scope of appli-

cation of the Act governing the income tax of 

foreign key employees (1551/1995) in 2010. 

Another typical feature is the concentration 

of foreign employees in Southern Finland.

Statistical data is available on foreign 

employees who are permanent residents in 

Finland. However, temporary foreign labour, 

with most of these being posted employ-

ees, account for a major proportion of the to-

tal number of foreign employees in Finland. 

There is strong variation in estimates of the 

amount of temporary foreign workforce. Not 

all temporary workers arriving in Finland are 

registered, and there are also overlaps in au-

thorities’ register data 49. According to an es-

timate by Statistics Finland, there are at least 

50,000 temporary workers in Finland. Based 

on this calculation, the number of permanent 

and temporary foreign employees totals at le-

ast 140,000 or around 6% of the total number 

of employed persons.

Although temporary workforce is not vi-

sible in employment statistics, it affects the 

functioning of the Finnish labour market. 

The role of temporary workers in the labour 

market is not known, and their impact on the 

44  National Audit Office performance audit report Work-based immigration (13/2012).

45  Two terms have been used for the concept in Finnish.

46   Eurostat, Statistics in focus 43/2011.

47   Statistics Finland (rate of moving out among those who moved to Finland in 1987–2009).

48   Sorainen, Olli (2012): Työperusteinen maahanmuutto ja työlupajärjestelmä Suomessa. Oikeus 2012 (41); 2: 244–256, pp. 245–246.

49  Registers are maintained by the Finnish Centre for Pensions, the Finnish Immigration Service, employee pension insurance provi-
ders and the National Board of Taxes. 41



Finnish labour market cannot be assessed re-

liably.

Development of compilation of 
statistics and registration required 
to obtain a better picture of foreign 
workforce

The concept of foreign workforce is not 

unambiguous, and there is no uniform and 

comprehensive statistical data about foreig-

ners working in Finland. In addition to fo-

reign nationals permanently residing in Fin-

land, there are temporary employees wor-

king in Finland who are not part of the 

Finnish population or included in workforce 

figures. Work-based immigration is not dis-

tinguishable from other types of immigration 

in population statistics. Statistics and moni-

toring data providing a full picture about the 

amount, structure and placement of foreign 

workforce are not available. The Finnish si-

tuation concerning statistics and monitoring 

is regarded as worse than in the other Nordic 

countries.50

The problems and deficiencies relating to 

the registration of and statistics on foreign 

workforce have been known for a long time. 

Several problems concerning the information 

base were specified in a government report 

(4/2008). The Programme of Prime Minister 

Jyrki Katainen’s Government also sets the 

objective that statistics and research activi-

ties concerning immigration must be clari-

fied and made more efficient. Systematic de-

velopment work is, however, yet to be laun-

ched. This would require inter-agency coo-

peration across administrative branches in 

which information needs extending beyond 

boundaries between authorities would be ta-

ken into consideration in the development of 

authorities’ information systems.

Major challenge posed by variation 
in employment rates depending 
on grounds of immigration and 
background

From the employment rate target perspec-

tive, in practice issues more important than 

work-based immigration are the integration 

and employment access of immigrants re-

gardless of the grounds on the basis of which 

they immigrated to Finland. Current popu-

lation forecasts anticipate a population gain 

of around 15,000 persons a year from mig-

ration. Around 75% of immigrants arriving 

in Finland are of the working age, and the 

immigrant age structure is clearly young-

er than that of the native population, which 

may improve the demographic dependency 

ratio 51

In 2009 the employment rate of Finnish citi-

zens was 68.6% and that of foreign nationals 

49.3%. Cross-cutting statistics do not provide 

a good overall picture of immigrants’ labour 

market status, however. It takes time – even 

more than a decade – for immigrants’ socioe-

conomic status to become established.52 

There is strong variation in immigrant 

employment rates depending on the grounds 

of immigration, gender and language back-

ground. Women’s employment rates are usu-

ally 10–20 percentage points lower than 

50   Sorainen (2012), 245–246.

51  The demographic dependency ratio refers to the number of those aged under 15 and over 64 per one employed person. In addition 
to population ageing, the demographic dependency ratio is affected by reductions in the size of the workforce.

52  Myrskylä, Pekka (2012): Presentation at Statistics Finland seminar on 22 May 2012; Linnanmäki-Koskela, Suvi (2010): The labour 
market integration of immigrants, City of Helsinki Urban Facts.
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men’s. In compliance with the Governme-

nt Programme, the Ministry of Employment 

and the Economy has set a performance tar-

get for the Centres for Economic Developme-

nt, Transport and the Environment to increa-

se the employment rate of immigrants and to 

halve their unemployment rate.

The programmes of Prime Minister Matti 

Vanhanen’s first and second cabinets featu-

red the idea of active immigration policy. The 

aim was to replace workforce exiting the la-

bour market and strengthen the competence 

base by promoting work-based immigration. 

The main focus in the Programme of Prime 

Minister Jyrki Katainen’s Government is on 

the increased efficiency of integration rather 

than the promotion of work-based immigra-

tion. There has been a shift in focus in im-

migration policy, which in practice has had 

an adverse effect on the implementation of 

immigration policy, in which a sustained app-

roach is required.

Integration measures seek to promote 

immigrants’ labour market capacities and 

employment access. The National Audit Of-

fice has begun a study for the launch of a 

performance audit concerning integration 

measures. According to research findings, 

immigrants with an immigration plan have 

found employment considerably more quick-

ly than others since the entry into force of the 

Act on the Integration of Immigrants53. The 

transfer of integration tasks from the Ministry 

of the Interior to the Ministry of Employment 

and the Ecomomy has sought to result in in-

creased efficiency in immigrants’ integration 

and the promotion of their employment in the 

open labour market54.

53  Hämäläinen, Kari and Sarvimäki, Matti (2008): Vuoden 1999 kotouttamislain vaikutusarviointi. VATT-julkaisuja 47.

54  Government proposal 73/2011.
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Conclusions and positions

Performance audits have examined local go-

vernment and service structures from the 

viewpoints of steering and service systems. 

The National Audit Office underlines that 

the structures as such are unable to provi-

de a solution to service quality and availa-

bility from the citizen's perspective. Instead, 

particular attention should be paid in the de-

velopment of local government and service 

structures on services being at the level re-

quired by the Constitution of Finland and re-

levant special legislation.

The project to restructure local governme-

nt and services (Paras) has involved a switch 

in the delivery of many services to coopera-

tion areas. The establishment of cooperation 

areas has affected the provision of individu-

al services in many ways. Service level may 

have improved in some areas, and employ-

ees have also received opportunities for spe-

cialisation and peer support in larger units 

of service provision. On the other hand, the 

establishment of cooperation areas may have 

created inappropriate administrative structu-

res that are problematic from the viewpoint 

of access to democratic influence among mu-

nicipal residents. A high degree of speciali-

sation may have been visible to customers as 

service fragmentation and longer journeys to 

points of service access.

 The system of central government trans-

fers to local government was reformed at the 

beginning of 2010 into a ‘one tube’ model, 

and this did not unequivocally improve the 

transparency of the funding system. The cri-

teria for central government transfers also re-

mained almost unchanged in the reform. The 

reform showed once again how many types 

of issues have to be taken into consideration 

in projects to reform systems of central go-

vernment transfers to local government. In 

the future more determined efforts should be 

made to examine the entity created by fun-

ding and other steering rather than renewing 

the various steering instruments indepen-

dently of each other.

The local government and service structu-

re reform will also continue after the Pa-

ras project. An Act on Local Government 

Structures based on the Programme of Pri-

me Minister Jyrki Katainen’s Government 

is due to replace the Paras framework act in 

force until the end of 2012. A vital local go-

vernment structure based on strong autono-

mous municipalities is the aim of the drafting 

process. In practice this has been regarded 

to mean a clear reduction in the number of 

municipalities, which would be based on na-

tural commuting zones. The aim of the local 

government reform is for the municipalities 

also to be able to bear responsibility for the 

provision of social welfare and health care 

services. The National Audit Office finds 

that special attention should be paid in the 

reforms currently underway to the obliga-

tions set in the Constitution and special le-

gislation and to the citizen’s perspective. It 

should be remembered in conjunction with 

reforms that municipalities are not mere ser-

vice production organisations. Instead, they 

are key components of the Finnish democra-

tic social system.

4.2 Developing the local government and service 
structures
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Auditing of local government and 
service structures

The Paras project for the reform of the local 

government and service structure has not 

been audited as a whole. Several performan-

ce audits have, however, been conducted on 

its social welfare, health care and education 

sections. Although covering different areas, 

the findings and positions of audits concer-

ning the service structure and the Paras pro-

ject are very similar.

Government transfers and grants to muni-

cipalities are mainly determined on an im-

puted basis and universal, whereby munici-

palities can use their discretion in their al-

location. The amount changes automatically 

to reflect changes in population number and 

age structure as well as the cost level. Go-

vernment transfers and grants also change 

on the basis of decisions following legislative 

changes and central government budget de-

cisions. Government transfers and grants to 

municipalities and joint municipal boards in-

cluded in the section on budgeting for basic 

services of the General Strategy and Outlook 

of the budget proposal amounted to a total 

of €10,095 billion in 2011. Of these imputed 

central government transfers to local govern-

ment amounted to €9.078 billion and other 

government transfers and grants to €1.017 

billion. Central government measures resul-

ted in an imputed €40 million deterioration in 

local government finances of in 2011.55

The objectives of the project to 
restructure local government and 
services (Paras) partially reached

In spring 2005 the Government launched a 

project to restructure local government and 

services (Paras project). From the local go-

vernment actor perspective the project was 

launched quickly and at least in part unfo-

reseeably. The launch of a local governme-

nt sector project of this type could, however, 

be anticipated on the basis of the producti-

vity programme launched by Prime Minister 

Matti Vanhanen's first cabinet.

The Act on the Reform of Municipal and 

Service Structures (169/2007) will remain in 

force until the end of 2012. According to se-

ction 1 of this framework act, the reform ai-

med to strengthen from the starting points of 

municipal democracy local government and 

service structures, advance new service pro-

vision methods and service organisation, re-

form the financing system of municipalities 

and the system of central government trans-

fers to municipalities, and to revise the divi-

sion of duties between local authorities and 

central government. In this way, it is hoped 

that the basis for the arrangement and provi-

sion of services for which local authorities are 

responsible, and the development of munici-

palities, will remain strong in structural and 

financial terms. The aim was also to improve 

productivity and curb increases in local go-

vernment expenditure as well as to create ca-

pacities for the development of the steering 

of services arranged by municipalities.

The framework act aimed for a vital, opera-

tional and cohesive local government structu-

55  Government budget proposals 2011 and 2012; Report on the Final Central Government Accounts 2011.
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re. Another aim was to ensure that high-qua-

lity services are available to residents throug-

hout the country. The service structure had to 

be comprehensive and economical and ena-

ble the efficient use of resources.

A key obligation set for municipalities was 

the population base of a minimum of 20,000 

residents laid down for basic health care and 

closely related social welfare services. Muni-

cipalities could choose whether they would 

create the population base through a muni-

cipal merger or by establishing a cooperation 

area. Deviation from the population base ob-

jective was allowed on the basis long distan-

ces, special circumstances of island munici-

palities, language rights (Finnish/Swedish) 

or the language and cultural rights of the 

Saami.

In 2011 the framework act was made tigh-

ter. The amendment laid down provisions 

concerning the Government’s power to obli-

ge municipalities for cooperation, the sche-

dule for the transfer of decision-making and 

tasks of municipalities and the Government 

and added a specification whereby the social 

welfare tasks transfer covers all services ex-

cluding child day care and services relating 

to private child care allowance.

The Paras project unquestionably resul-

ted in unprecedented changes in the Finnish 

local government structure. The number of 

municipalities has been cut down by 166 in 

the 2000s. The municipal mergers in force 

since the beginning of 2011 resulted in the 

current number of Finnish municipalities be-

ing 336. The Paras project has had a major 

impact on the promotion of municipal mer-

gers. There is greater variation in the extent 

to which the objectives relating to service 

structure and service productivity in particu-

lar have been reached. The general nature 

of the framework act and unclarities in con-

cepts and objectives included in it have been 

visible in the disunity of the cooperation 

practices. The technical and content-related 

problems of the Act have reduced municipa-

lities’ commitment to the objectives set.56

Performance audits conducted in recent 

years have found that the development or re-

organisation of services in municipalities un-

dergoing a merger have often been tramp-

led by the merger process. It has not been 

until the post-merger period that considera-

tion has begun on how to arrange services 

for the increased population base or what ty-

pes of service the new municipality will pro-

vide. These are specifically those issues that 

should have been considered in conjunction 

with the merger discussions.57 Under the fra-

mework act, the municipalities were suppo-

sed to provide the Government with imple-

mentation plans concerning the reform. Ac-

cording to audit findings these plans did not 

in all respects match the expectations set. 

The implementation plans were very gene-

ral and did not cover individual services but, 

instead, service bundles. Therefore they do 

not indicate anything about issues such as 

the delivery of individual mental health ser-

vices.

As part of the Paras project, the Ministry 

of Education and Culture implemented a 

vocational institute strategy, with one of its 

main objectives set in 2006 being to reduce 

the number of providers of vocational upper 

secondary education and training. The pro-

ject was a success in terms of the quantitati-

ve objective as the number of providers has 

been cut from 175 to 139 in five years. The 

population base in accordance with the Pa-

56   National Audit Office performance audit report Services for persons with disabilities in a changing municipal and service structure 
– state steering in arranging housing services for persons with intellectual disabilities (221/2011).

57   National Audit Office performance audit reports The steering and funding system for basic education (192/2009), Medical rehabi-
litation (193/2009) and The effectiveness of legislation steering mental health services (194/2009).
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ras project, 50,000 residents, is not, however, 

enough for the provision of vocational upper 

secondary education and training. A mere re-

duction in the number of education and trai-

ning providers does not indicate much about 

the extent to which mergers have managed 

to create the desired impacts relating to im-

proved quality of education and training.58

Service structure based on 
cooperation areas may result in 
service fragmentation from the 
customer perspective

The application of the Act on the Reform of 

Municipal and Service Structures (the Pa-

ras framework act) has been a challenge for 

the local government sector. As the local go-

vernment and service structure reform was 

steered specifically by a framework act, the 

municipalities were allowed a relatively free 

hand to construct various models for servi-

ce provision. The problems of the recom-

mendations given concerning the local go-

vernment and service structure reform were 

also detected quite soon by the central go-

vernment in its steering provider role. Ef-

forts were subsequently made to eliminate 

the problems with the recommendations by 

turning them into looser standards that are 

obligatory to municipalities.59

The general nature of the framework act 

and unclarities in concepts and objectives in-

cluded in it have been visible in the disuni-

ty of the cooperation practices between mu-

nicipalities. Central government administra-

tion has not always had a clear view of what 

kinds of service production solutions have 

been created in cooperation areas. In some 

cases service structures have even become 

more decentralised. There has also been va-

riation in issues relating to responsibility for 

service provision between and even within 

models.  The functioning of cooperation are-

as and municipal mergers has been adver-

sely affected by considerable differences 

between the structures and practices of the 

cooperating municipalities. Bringing such 

different operating models together has tied 

up considerable amounts of municipal re-

sources and taken time from basic work.60 

Therefore the question arises whether issues 

such the host municipality model have ge-

nuinely improved services or whether they 

have just been a way to postpone the inevi-

table merger of municipalities.

Corresponding observations about service 

structure fragmentation have been made in 

research conducted by the National Institute 

for Health and Welfare61. The changes made 

may have increased organisational rigidi-

ty and bureaucracy. On the other hand, in 

larger units employees have access to more 

peer support and opportunities for speciali-

sation, which may contribute towards impro-

ved service quality for municipal residents. 

The increased harmonisation and packaging 

of services have reduced individual flexibili-

ty in access to services. Service splitting and 

competence differentiation increase the di-

versity of service supply but can from the 

customer perspective be seen as service frag-

mentation.

On the other hand, the Paras project has 

had many positive impacts. The level of ser-

vices available may have increased in many 

areas. For example, regional differences in 

child welfare service supply and access ap-

pear to be reducing. For instance, the har-

58   National Audit Office performance audit report Structural arrangements in secondary education (11/2012).

59 National Audit Office performance audit report The effectiveness of legislation steering mental health services (194/2009).

60   National Audit Office performance audit report Services for persons with disabilities in a changing municipal and service structure 
– state steering in arranging housing services for persons with intellectual disabilities (221/2011)

61   National Institute for Health and Welfare report 56/2011.
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monisation of services and practices in child 

welfare has meant that child welfare custo-

mers get the same services and support me-

asures regardless of where they live. In smal-

ler municipalities, for example, social welfare 

and child welfare customers can be provided 

with increasing levels of expertise, such as 

professional family work. At best the Paras 

project has therefore increased the diversity 

as well as the uniformity of regional service 

provision.62 Data available on the Paras pro-

ject highlights the fact that the impacts of ser-

vice changes are multifaceted and may ap-

pear different from one customer to another.

According to audit findings, the coordina-

tion of service systems may have been insuf-

ficient and the requirements set by the Paras 

act difficult to combine. Poor synchronisation 

between the various objectives set by cen-

tral administration has been visible in issues 

such as the harmonisation of the dismantling 

of institutional care and the development of 

large population base services under section 

6 of the framework act. The audit on servi-

ces for persons with disabilities63 found that 

local authorities and special care districts did 

not see the connection between the objecti-

ve of shifting towards non-institutional care 

and the consolidation of special care districts 

and hospital districts. Therefore the view of 

the situation concerning the development of 

large population base services remained in 

parts unclear.

Funding system transparency not 
increased considerably by the Paras 
project

At the beginning of 2010 the imputed sys-

tem of central government transfers to local 

government underwent a reform into a ‘one 

tube’ model. In the new system, general 

transfers to local government, the grounds 

for the determination of transfers to soci-

al welfare and health care, and the evening 

out of transfers based on tax revenue remai-

ned almost unchanged. A bigger change 

was that transfers for pre-primary and basic 

education are now granted on the basis of 

age groups (ages 6–15). The graduated sys-

tem applied to special needs education was 

discontinued. The school network factor was 

also abandoned, but its impact was taken 

into consideration through a change to the 

population density factor. The provision of 

education to pupils with minor or more se-

rious disabilities was secured by guarante-

eing education providers with funding equal 

to the level seen before the reform separate-

ly from the one tube model.

Because central government transfers for 

pre-primary and basic education are paid 

in the one tube model to municipalities, the 

municipalities must pay a compensation for 

pupils attending a school operated by another 

municipality or private provider. The funding 

system reform in force since the beginning 

of 2010 was therefore seen as a threat parti-

cularly among private basic education provi-

ders. Attending comprehensive school in the 

neighbouring municipality has also been qu-

ite common in areas near the municipal bor-

der. Invoicing to the home municipality was 

feared to endanger pupils’ freedom to choo-

se their school and increase administrative 

work between education providers. The mat-

ter was resolved by the central government 

collecting the amounts of compensation pay-

able by pupils’ home municipalities and any 

62   National Audit Office performance audit report Child welfare (6/2012).

63   National Audit Office performance audit report Services for persons with disabilities in a changing municipal and service structure 
– state steering in arranging housing services for persons with intellectual disabilities (221/2011)
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other funding, such as for voluntary additio-

nal basic education, from the administrative 

sector of the Ministry of Education and Cul-

ture and pay the funding to the education 

provider that actually provides the educa-

tion. This clearing system helped avoid the 

increased bureaucracy caused by traditional 

invoicing of home municipalities. It also hel-

ped ensure the predictability of funding from 

the education provider’s perspective.

The above example illustrates the diversi-

ty of issues that need to be taken into consi-

deration in projects to reform systems of cen-

tral government transfers to local governme-

nt. The objective to simplify and clarify the 

central government transfers system is also 

included in the Paras framework act. The 

changes to the funding system introduced 

at the beginning of 2010 have not, however, 

unequivocally improved the transparency of 

the funding system. It was found in assess-

ments of the reform of the system of central 

government transfers to local government 

that some changes made to the system were 

based more strongly on a consideration of po-

litical appropriateness than carefully studied 

grounds for change64.

To improve transparency, it is particularly 

important in the future to develop funding 

and other steering systems as an integrated 

whole. Otherwise there is a risk of changes 

taking place in the various steering instru-

ments actually reducing system transparency 

and funding predictability from the service 

provider's perspective.

Local government reform to continue 
beyond the Paras project

Although the local government and servi-

ce structure has been reshaped considera-

bly by the Paras project, the project’s im-

pacts have so far not been sufficient from the 

viewpoint of the sustainability of public fi-

nances. The reform of local government and 

service structures will continue further. The 

proposal for the Act on Local Government 

Structures based on the Programme of Prime 

Minister Jyrki Katainen’s Government is due 

to be circulated for comments by the muni-

cipalities in autumn 2012. The aim is for the 

Act to enter into force on 1 May 2013 the la-

test. The drafting aims to create vital local 

government structures based on strong au-

tonomous municipalities. In practice this has 

been regarded to mean a clear reduction in 

the number of municipalities, which would 

be based on natural commuting zones. The 

reform aims to form municipalities that are 

strong enough to also bear responsibility for 

the provision and funding of social welfare 

and health care.65

If municipal productivity guidance is tar-

geted merely at the maximisation of the po-

pulation base and number of residents, it is 

difficult to understand what kinds of genui-

ne productivity benefits could be created by 

any changes to local government and service 

structures. The most problematic municipali-

ties regarding costs have recently been tho-

se with the largest and the smallest numbers 

of residents. In this respect the productivity 

guidance of municipalities is in fact still in its 

infancy as the focus remains on economies of 

scale measured on the basis of the extent of 

structures. This applies to political debate as 

64   National Audit Office performance audit report Steering and funding system for basic education (192/2009) and its follow-up.

65   Government statement to Parliament concerning progress made in the local government reform 5 June 2012.
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well as other debate on research and deve-

lopment in Finland. The key issue regarding 

productivity guidance is how to steer muni-

cipalities towards paying attention in new 

ways to the cost structures of their service 

provision. The Paras project as well as its suc-

cessor both appear to be based on the idea 

whereby municipal mergers will over the 

longer term enable improved productivity 

and reductions in expenditure growth. From 

the perspective of the sustainability of cen-

tral government finances, impacts improving 

the productivity of service structure should 

be generated as soon as possible. Some im-

pacts have already been seen as the local go-

vernment sector has sought to improve pro-

ductivity through its own projects. There is, 

however, major variation between municipa-

lities in terms of their level of activity.
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4.3 Child welfare

Conclusions and positions

The increase seen in the need for child wel-

fare services has also resulted in a continued 

increase in child welfare costs. In 2010 child 

welfare costs of institutional and family care 

amounted to €619 million and of open care 

to at least €236 million. Child welfare substi-

tute care costs are indeed turning into a ma-

jor expenditure item for municipalities. Ac-

cording to audit findings, however, authori-

ties steering child welfare do not have spe-

cific information about where and how the 

costs are created in the various stages of the 

child protection process. In addition, it is not 

possible to determine the annual number 

of child welfare clients on the basis of child 

welfare statistics.

Municipalities have sought to respond to 

the growing need for child welfare services 

by focusing in open care on prevention and 

early intervention, in substitute care on in-

creasing the share of foster care, and in child 

welfare services on the whole on curbing the 

increase in child welfare costs. Municipali-

ties have made determined efforts to change 

their production and operating methods, re-

organised their services and prepared the 

statutory child welfare plans. Nevertheless, 

the findings presented in the performance 

audit report on child welfare (6/2012) show 

that the interests of the child are not always 

realised. Key problems in this are to do with 

the provision of comprehensive support for 

families, supervision, and substitute and af-

ter-care services. The problems seem to be 

connected mainly with two factors: insuffi-

cient human resources and scarcity of appro-

priations allocated by municipalities for child 

welfare. According to audit findings the solu-

tion to the shortage of social workers in open 

care is not merely to increase the number of 

social workers in open care. Instead, it should 

also be considered how some of the tasks as-

signed to social workers could also be assig-

ned to other child welfare employees.

The Child Welfare Act emphasises that the 

primary responsibility for a child’s develop-

ment and wellbeing rests with the child’s pa-

rents and other custodians. Child welfare au-

thorities must support parents and others re-

sponsible for children’s upbringing and care 

in these duties by arranging the necessary 

services and support measures. According 

to audit findings, however, families are not 

provided with sufficient support at any sta-

ge of the child protection process. The Child 

Welfare Act also underlines the reunification 

of families, the significance of which has in-

deed increased since the entry into force of 

the new Act. In the opinion of the National 

Audit Office, one precondition for family re-

unification is that work with parents is inten-

sified and that reunification objectives are in-

cluded in parents’ client plans.

The increased need for child welfare ser-

vices has also increased the number of pri-

vate service providers. According to audit 

findings, the majority of municipalities pro-

cure substitute care services, and services 

for young people remaining in after-care in 

the municipality in which they were placed 

in foster care in particular, from private ser-

vice providers. The supervision of substitu-

te care carried out by municipalities is not, 

however, sufficient, while the regional state 
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administrative agencies do not have the re-

sources required for comprehensive supervi-

sion of substitute care.

Efforts have been made to improve substi-

tute care supervision through the enactment 

of an act on private social services that en-

tered into force in 2011. The introduction of 

self-supervision plans is also sought to im-

prove supervision. On the basis of the audit, 

the shortcomings in supervision are so great 

that self-supervision plans alone will not be 

able to guarantee sufficient supervision.

The audit showed that municipalities are 

making every effort to change the substitu-

te care service structure by increasing fos-

ter care and reducing institutional care. The 

transfer of the most challenging young pe-

ople to foster care calls for stronger support 

to and training of foster families and the suf-

ficient access of these young people to the 

services required by them in foster care. Ac-

cording to audit findings children and young 

people who are in substitute care have major 

problems with access to psychiatric care in 

particular. These are partly due to shortages 

of health care resources. As a result of this 

child and youth psychiatry units refer such 

children to substitute care who would prima-

rily need health care services. Social welfa-

re and health care authorities should ensure 

the functioning of cooperation between child 

welfare and mental health care services so 

that children would not be wrongly placed 

in child welfare institutions.

Well-functioning after-care is a prerequisi-

te for the effectiveness of child welfare work. 

According to audit findings, neither the go-

vernment proposal for the Child Welfare Act 

(252/2006) nor the provisions on after-care 

take the role of after-care sufficiently into 

consideration as part of the child protection 

process. The development of after-care has 

been almost completely overshadowed by 

open and substitute care regardless of the 

fact that child welfare statistics have for years 

shown an increase in the number of after-ca-

re clients.

Need for open care met reasonably 
well by services

According to audit findings, there is bet-

ter access to services in open care in child 

welfare than could have been expected on 

the basis of previous reports. The types of 

open care support provided for child welfare 

clients are family work, support persons and 

families, and financial support. The main 

shortcomings are to do with access to fami-

ly work and home help services. There are 

not enough support persons and families to 

meet the need either, and professional sup-

port personnel are only available on the ba-

sis of purchased services. Service access is 

also restricted by long queues, particularly 

to mental health services. The service sys-

tem is at its weakest in terms of its capaci-

ty to respond to the need for support among 

children who have experienced violence and 

young people who need special support. On 

the basis of the audit, other problems include 

the fact that young people enter open care 

too late. There are a lot of such young pe-

ople who are seen for the first time by social 

workers at the point when they are referred 

to urgent placement.

Families need more support

As regards the comprehensive supporting of 

families, the child welfare system appears to 

have major shortcomings in the achievement 

of client-centredness. Although the entire 

family is regarded as the recipient of support 
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in open care, lack of time prevents the pro-

vision of comprehensive support to families. 

Parents’ lack of motivation to receive the 

support measures offered is also regarded as 

a problem among child welfare personnel. 

No efforts are, however, made to specifically 

motivate parents to accept support.

In substitute care parents are often left alo-

ne in the placement situation, although ac-

cording to the Child Welfare Act a client plan 

should be drawn up for them. There is also 

great variation between municipalities as 

regards the provision of support to parents 

and their access to crisis support at the be-

ginning of a placement. Some municipalities 

have transferred support provision to parents 

to child welfare institutions, which is not the 

intention under the Child Welfare Act. It is 

common for parents to be unaware of what is 

required from them for family reunification to 

take place. Families receive the least support 

in after-care. Audit findings show that fami-

lies are not considered important for young 

people who are becoming independent.

Only the interests of the child should 
matter in substitute care place 
selection

Substitute care arrangements seek to fulfil 

the interests of the child, but the objectives 

of the Child Welfare Act concerning substi-

tute care are not being reached. Children’s 

and parents’ wishes regarding the substitu-

te care place are asked about and heard, but 

in practice the selection of the place is af-

fected more by the views and experience of 

the child welfare worker. Other determining 

factors include the place situation in substi-

tute care and financial realities due to which 

some municipalities mainly place children in 

their own institutions. According to audit fin-

dings efforts are made to arrange the sub-

stitute care place near the home municipa-

lity, but in most cases they are located 200–

400 km or ever further away, particularly if 

the unit provides special care. Long distan-

ces affect contacts between family members 

and increase costs.

The supervision of substitute care is not 

sufficient. The audit showed that the super-

vision of substitute care is insufficient par-

ticularly in agreement-based foster families, 

the supervision of which is the responsibi-

lity of municipalities. Some municipalities 

are not sufficiently aware of their supervi-

sion responsibility either. This applies par-

ticularly to municipalities in which substitu-

te care units are located. Some municipali-

ties find that supervision is their duty only if 

they have placed children in the substitute 

care unit. Supervision carried out by muni-

cipalities also depends on resources and the 

amount and turnover of competent employ-

ees. As well as municipalities, substitute care 

is supervised by the regional state adminis-

trative agencies and the National Superviso-

ry Authority for Welfare and Health. Accor-

ding to audit findings, child welfare workers 

assume that the supervision carried out by 

the regional state administrative agencies is 

sufficient. According to regional state admi-

nistrative agencies’ views, supervision is not 

systematic or comprehensive. Shortcomings, 

including serious ones, have been detected 

in supervision relating to issues such as the 

number and professionalism of personnel. 

The provisions concerning restrictive mea-

sures are not known well enough either, and 

restrictive measures are not always used in 

accordance with provisions and the interests 

of the child. The monitoring and supervision 

of restrictive measures is made more diffi-

cult by the fact that child welfare units do 

not keep a record of restrictive measures or 

the recording is insufficient.
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Client plans not always drawn up in 
accordance with provisions

Client plans are highly important for all 

parties to the child welfare system, but the 

drawing up and content of client plans varies 

depending on the municipality and whether 

the care is open, substitute or after-care.

The audit showed that the amendment to 

section 36 of the Child Welfare Act had not 

affected the drawing up of client plans in 

open care. Client plans are still not drawn 

up for all open care clients. The objective of 

always including the necessary services in 

the client plans of young people in after-ca-

re and those of their parents has not been 

reached either (for this also see Chapter 7, 

Quality legislation as part of financial deci-

sion-making).

In comparison with open care, substitu-

te care client plans are made and checked 

more often and systematically. There are still 

insufficiencies in the entry of issues relating 

to support to parents, maintaining contact or 

family unification in client plans. Despite the 

obligation set by the Child Welfare Act, few 

municipalities draw up client plans for pa-

rents. Client plans are not made in coopera-

tion with those providing parents with care 

either.

On the basis of the audit the main reason 

for shortcomings in client plans is that wor-

kers are too busy. Entries to client plans may 

lag behind by up to a year. The situation is 

problematic for clients and new employees 

who, particularly in crisis situations, would 

need client information immediately.

Room for development in after-care

On the basis of audit findings the right of 

young people to good treatment in after-ca-

re is realised. Municipalities use similar cri-

teria to assess the need for after-care, and 

they mainly offer similar services to young 

people who are in a similar situation.  Young 

people’s opinions are also heard and taken 

into consideration in after-care in contexts 

such as decisions on whether or not they will 

remain in after-care in their placement mu-

nicipality or return to their home municipa-

lity. Young people in after-care are also pro-

vided with excellent support relating to hou-

sing and access to social assistance. In child 

welfare social assistance is granted on easier 

grounds and the amount of supplementary 

assistance may also be larger. For example, 

young people in after-care do not have to fi-

nance their first and in some municipalities 

also their second vocational qualification on 

state-guaranteed study loans.

There is also a problem relating to hearing 

and taking young people’s opinion into consi-

deration when viewed from the perspective 

of the effectiveness of after-care. Young pe-

ople over the age of 18 have the right to choo-

se whether or not they will receive after-ca-

re. Although the total rejection of after-ca-

re is rare, rejections and discontinuations of 

after-care still take place. This is a problem 

as more and more young people moving on 

to after-care are regarded to require support 

for their process of becoming independent. 

According to audit findings, however, muni-

cipalities are not in practice capable of suffi-

cient response to these young people’s need 

for personal support, advice and guidance.

The audit also showed that the systematic 

transfer of young people from substitute care 

to after-care does not work as it should. Some 

substitute care places do not provide young 

people with sufficient preparation for inde-

pendent life. As a result of this they enter af-

ter-care with highly differing knowledge and 

skills levels, which in turn affects their need 
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for personal support.

Preparation for after-care is perceived as 

part of substitute care, whereby the costs of 

preparation are already included in the pri-

ce of a day in care. If a young person has 

not, however, received enough preparation 

for coping with everyday issues and chores, 

the municipality has to purchase these ser-

vices again as after-care support measures. 

This results in municipalities paying a double 

price for preparation for independent life. On 

the basis of the audit it appears that, when 

purchasing substitute care services, munici-

palities are not capable of specifying in suf-

ficient detail and in concrete enough terms 

what they would like to be included in ser-

vice components such as the preparation of 

young people for independent life. In addi-

tion, some municipalities had purchased or 

would have been ready to purchase after-ca-

re services from the enterprise that provided 

the substitute care. This means there is litt-

le consideration in municipalities of whether 

the substitute care service has been of good 

quality and effective regardless of the fact 

that outsourced after-care is expensive. 

Children and young people entitled to af-

ter-care also have the right to receive funds 

for promoting independence. According to 

audit findings, there is considerable regional 

variation in these funds paid by municipa-

lities and the grounds used for their deter-

mination. Some of the provisions concerning 

funds for promoting independence are also 

open to interpretation in terms of their wor-

ding (see Chapter 7 on quality legislation). It 

is also problematic that costs of young people 

in after-care such as those relating to hou-

sing and education and training can be cove-

red from social assistance, financial support 

for open care or funds for promoting inde-

pendence. This makes it difficult to compa-

re municipalities as regards funds for promo-

ting independence but also to obtain an ove-

rall view of the total amount of financial sup-

port children and young people are provided 

with while in after-care. If the support is paid 

from the funds for promoting independence, 

this reduces the amount of funds for promo-

ting independence available. If, however, the 

support is paid as an open care support mea-

sure or social assistance, it does not affect the 

funds for promoting independence. This cre-

ates inequality between young people who 

are in after-care and dependent on the funds 

for promoting independence paid by the mu-

nicipality. 

Equal treatment of clients not 
guaranteed by the Act on Client Fees 
in Social Welfare and Health Care

Under the Child Welfare Act, parents and 

children or young people may be charged a 

fee to cover costs arising from foster care, in-

stitutional care or housing services provided 

as an open care support measure, substitu-

te care or after-care. Legislation on client 

fees seeks to promote fairness by ensuring 

that client fees are at a reasonable level and 

their amount does not prevent the use of ne-

cessary social and health care services. At 

the same time clients’ right to good treat-

ment requires that child welfare clients are 

treated equally to each other. According to 

audit findings the collection practices con-

cerning client fees promote fairness but do 

not necessarily guarantee the equal treat-

ment of clients. This is because the collec-

tion of client fees is based on social workers’ 

discretion, municipalities’ level of activity re-

garding collection, the different client fee ta-

riffs used by municipalities, and the methods 

used by municipalities to assess parents’ ca-

pacity for payments and child maintenance.
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For equal treatment between child welfare 

clients to be realised, those deciding on client 

fees should interpret client fee legislation in a 

uniform manner. According to audit findings, 

some sections of the Act on Client Fees in So-

cial Welfare and Health Care are unneces-

sarily vague (for this also see Chapter 7 on 

quality legislation). For example, the Act’s 

provisions on the amount of fee payable by 

parents for child welfare services are rather 

general. Some sections are also open to in-

terpretation. For example, provisions concer-

ning client fees are linked to several different 

acts through internal references within sec-

tions, but it has not been ensured that a cle-

ar answer to the matter can be found in the 

section or sections in question. Consequent-

ly, child welfare social workers in open care 

found it difficult to determine client fees.

Deficiencies in child welfare statistics

For those steering child welfare services to 

have sufficient information about the effec-

tiveness of child welfare work, they should 

have information about the support measu-

res provided for children and young people. 

The National Institute for Health and Wel-

fare collects annual information about child 

welfare clients but not about the services 

and support measures provided for them.

The assessment of the effectiveness of 

child welfare work is prevented by differen-

ces in the method of data collection used in 

open care and substitute care. The register of 

children placed outside the home is based on 

the personal identity code, while the client 

statistics for open care in child welfare con-

tain summary data. Such a method of data 

collection does not enable the compilation of 

client data from the two databases. 

As a result of this, statistics cannot be utili-

sed when assessing the effectiveness of child 

welfare work or monitoring ‘client paths’ of 

child welfare clients.

 Information on issues such as for how many 

years the child was a client of open care befo-

re placement is not available from statistics. 

Information available cannot be used for as-

sessments of the effectiveness of substitute 

care either, such as whether the termination 

of protective custody has been successful. In 

the current situation such data has to be col-

lected through separate research.

The current method of data collection has 

resulted in the steering bodies not having 

specific information about the total number 

of children and young people within the child 

welfare system or, in reality, even about the 

number of clients in the various child welfa-

re processes. The switch in the child welfare 

open care data collection system into regis-

ter data containing personal identity codes 

would require a legislative amendment.
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5 Central government climate and energy 
policy steering instruments

Conclusions and positions

On the basis of audits conducted, the Na-

tional Audit Office states that it is possible 

to increase the efficiency of the use of cen-

tral government funds allocated to climate 

change mitigation and improve climate po-

licy performance. Effectiveness in funds usa-

ge has been reduced by issues including va-

gueness in the target-setting for the largest 

central government climate expense catego-

ry: support for energy and climate technolo-

gy. Efficiency is also reduced by contradic-

tions between policy objectives mitigating 

climate change and those increasing emis-

sions. For example, the central government 

seeks to cut down transport emissions whi-

le at the same time providing various types 

of support to private vehicle use for other re-

asons.

On the basis of findings made by the Na-

tional Audit Office, Finland’s view on clima-

te and energy policy objectives is in line with 

EU policies. New steering instruments have 

been introduced alongside normative and in-

formation steering and traditional economic 

instruments. These include emissions trading 

and the feed-in tariff (price guarantee) for re-

newable energy. There is not, however, eno-

ugh information about the cost-efficiency of 

the various steering instruments and measu-

res.

The National Audit Office found differen-

ces between the sectors in climate policy im-

plementation. Increased use of renewable 

energy has been the area showing the fastest 

rate of implementation. Increasing the sha-

re of renewable energy may not, however, 

necessarily be the most cost-efficient way to 

cut down emissions. Transport biofuels are 

counted as emission-free, but their global 

and full-lifecycle effects may turn out to be 

poor from the climate protection perspecti-

ve. Some of the climate policy performance 

problems are to do with the EU climate and 

energy policy, which seeks to reduce green-

house gas emissions while at the same time 

increasing the share of renewable energy. 

Finland could, however, use its national le-

eway by, for example, tightening its energy 

efficiency target, which would certainly re-

sult in emission reductions.

In the opinion of the National Audit Offi-

ce, the information base concerning clima-

te policy should be improved. More informa-

tion is needed particularly about the cost-ef-

ficiency of the various measures. This would 

improve the preconditions for climate poli-

cy performance. On the basis of the audits 

conducted, the transparency of climate poli-

cy and the use of central government funds 

allocated to climate policy must be increased. 

Attention must also be drawn to the clarity 

of strategy documents. Broader stakeholder 

and civil society participation in climate and 

energy policy formulation is important as cli-

mate change cannot be stopped by central 

government action alone.

Finland seems to be able to reach the ob-

jectives set for the Kyoto period (2008–2012), 
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but reaching the targets set by the EU by 

2020 appears to be a bigger challenge.

Climate and energy policy closely 
interlinked

Climate change and efforts to mitigate it has 

become a major global challenge. Human 

activity has resulted in global warming, and 

this is forecast to lead into difficulties in is-

sues including global food production. Va-

rious extreme weather phenomena, such as 

floods and storms, will also increase. In addi-

tion to human and social consequences, cli-

mate change also has major economic im-

pacts as global gross domestic product is an-

ticipated to remain considerably lower if cli-

mate change is not mitigated. On the other 

hand, significant amounts of money are al-

located to climate change mitigation efforts 

around the world. It is important from the 

central government finances perspective 

whether or not value for money is obtained: 

whether or not the funding results in any ge-

nuine mitigation of climate change.

International agreements have been sig-

ned in response to the climate change chal-

lenge. According to Finland’s current Go-

vernment Programme, Finland’s long-term 

goal is a carbon-neutral society. The impacts 

of climate change can be reduced through 

making cuts in emissions and adaptations 

to changing conditions. Emission reductions 

can be achieved by controlling emissions and 

increasing the amount of sinks, such as fo-

rests, that absorb carbon. The National Audit 

Office’s climate and energy theme focuses on 

emission reductions.

Five performance audits have been con-

ducted under the climate and energy audit 

theme. These cover the flexible mechanisms 

under the Kyoto Protocol, community structu-

re, promoting renewable energy, support for 

energy and climate technology, and the pre-

paration and implementation of the clima-

te and energy strategy. An expert workshop 

was organised to support the thematic re-

porting, with around twenty key planning 

officials and researchers participating.  The 

objective of the audit theme was to examine 

whether the central government had a cle-

ar idea about the climate and energy policy 

objectives as well as the types of steering in-

struments used and their cost-efficiency.

Climate and energy policy are closely in-

terlinked. Climate policy aims to reduce gre-

enhouse emissions, but energy policy also 

has other objectives. These are related to is-

sues such as employment and industrial poli-

cy and energy self-sufficiency.66 The multiple 

objectives of energy policy were taken into 

consideration in the audits, but the main fo-

cus of this report is on greenhouse gas emis-

sions reductions and whether funds alloca-

ted to climate policy provide value for money 

from this perspective.

Efforts made to reduce emissions 
through Eu emissions trading and 
other measures nationally

Climate policy can be divided into emissions 

trading within the EU, which is governed 

by EU legislation and in which emission re-

ductions take place within the EU emissions 

trading scheme (EU ETS), and into measu-

66  Also Parliamentary Communication (19/2009) – Government Report to Parliament (6/2008).
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res outside the scheme. Large industrial fa-

cilities and energy production plants inclu-

ded in the EU ETS account for around half of 

Finland’s greenhouse gas emissions. Emis-

sions trading and actions taken outside the 

scheme are not, however, totally indepen-

dent from each other. For example, central 

government support to renewable energy 

also affects activities in the emissions tra-

ding sector.

Finland’s greenhouse gas emissions are cha-

racterised by major annual variations (Figu-

re 6) influenced by issues including econo-

mic trends, weather conditions and availa-

bility of hydropower in the Nordic electrici-

ty market. For example, in 2009 emissions 

were reduced, mainly due to the economic 

downturn, but increased again in 2010 as the 

economy recovered. Economic trends have a 

particular impact on emissions of the EU ETS 

sector. According to preliminary data publis-

hed by Statistics Finland, in 2011 emissions 

were reduced on the year before by 6.4% in 

the EU ETS sector but only by 0.9% in the 

non-EU ETS sector. The reduction in energy 

sector emissions was mainly due to a decrea-

se in coal and natural gas consumption and 

an increase in electricity net imports.

Emissions not included in the EU ETS are 

less influenced by the economic situation. 

The European trend appears to be that emis-

sions from large individual sources included 

in the EU ETS have been cut down while at 

the same time emissions from the transport 

sector in particular have increased. Reducing 

non-EU ETS emissions is the responsibility of 

the central government.  Therefore the audits 

conducted by the National Audit Office focu-

sed on the non-EU ETS sector.

Kyoto mechanisms aim to stimulate 
cost-efficient emissions reductions

The Kyoto Protocol supplements the Uni-

ted Nations Framework Convention on Cli-

mate Change and entered into force in 2005. 

The objective set for Finland was to stabili-

se emissions at the 1990 level of 71 million 

tonnes of carbon dioxide equivalent (tCO2e) 
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  objective. Data for 2011 is preliminary.
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in 2008–2012. The Kyoto obligations can be 

met through domestic emissions reduction 

measures and by buying emission permits 

under the flexible mechanisms of the Kyo-

to Protocol. These mechanisms comprise the 

Joint Implementation (JI) projects, the Cle-

an Development Mechanism (CDM) and 

international Emissions Trading (ET). The 

mechanisms aim to increase the cost-effi-

ciency of emissions reduction measures by 

targeting action at areas where it is the most 

optimal from the economic perspective. Fin-

land’s starting point is to use the Kyoto pro-

ject-based mechanisms mainly to supple-

ment and secure the cost-efficient imple-

mentation of the emissions reduction action 

taken by the non-EU ETS sectors.

The National Audit Office has assessed the 

success of the procurement programme im-

plementing the acquisition of units under the 

Kyoto flexible mechanisms. The audit found 

that purchasing activities have been satis-

factory but could be improved.67 Some pro-

blems in the organisation of purchasing acti-

vities and shortcomings in the monitoring of 

implementation were noted in the audit. It is 

important from the mechanism purchase ef-

fectiveness perspective that the unit costs of 

emission unit purchases are lower than the 

costs of other emission reduction policies. Ac-

cording to the audit, the evaluation of procu-

rement costs had not been uniform in all res-

pects. Some essential expenditure items had 

not been taken into consideration in bilateral 

purchases. Carbon funds in particular would 

have required more detailed calculations on 

yield and costs expectations. 

Follow-up on the audit shows that the Mi-

nistry of Employment and the Economy, Mi-

nistry for Foreign Affairs and Ministry of the 

Environment have developed their activi-

ties after the audit as recommended in the 

audit.68 The practical implementation of the 

measures is, however, yet to be completed in 

some respects. This, however, is largely due 

to the fact that the Kyoto commitment period 

is drawing to its close and the specific details 

of the second period are not yet available.

Preparation of climate and energy 
strategy was not transparent enough

The EU outlined policies for the post-Kyo-

to period to 2020 in the climate and energy 

package published in 2008. At the EU-wide 

level greenhouse gas emissions must be re-

duced by 20% and the share of renewable 

energy sources in final energy consumption 

must be increased to 20%. The legally bin-

ding target for Finland in non-ETS sectors 

is to achieve a 16% reduction in emissions 

from the 2005 level and to increase the sha-

re of renewable energy to 38% of final ener-

gy consumption. In addition, the EU has set 

a 10% minimum target for biofuels in trans-

port to be achieved by each Member State. 

Published in 2011, the EU low-carbon Ro-

admap calls for an 80% reduction in emis-

sions by 2050. This is also the long-term vi-

sion included in Finland’s Foresight Report 

on Long-Term Climate and Energy Policy.

Finland adopted the targets set by the EU 

in the 2008 Climate and Energy Strategy. 

According to the National Audit Office’s fin-

dings, the preparation of the Climate and En-

ergy Strategy was organised efficiently, but 

the opportunities offered for participation 

67  National Audit Office performance audit report Emissions trading – flexible mechanisms under the Kyoto Protocol (200/2009).

68 Follow-up report on the National Audit Office performance audit report Emissions trading – flexible mechanisms under the Kyoto 
Protocol (200/2009).
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were not very extensive.69 Transparency was 

reduced by the fact that there was no easy 

access to the materials produced during the 

strategy formulation work. The strategy do-

cument is also difficult to understand.

Energy production accounts for around 

80% of Finland’s greenhouse gas emissions. 

Consequently, the Climate and Energy Stra-

tegy has a strong focus on the energy sector, 

and the strongest role in the process was 

played by the largest actors in the energy 

sector. The strategy does not, however, con-

tain innovative initiatives on issues such as 

decentralised energy production. Moreover, 

the strategy does not contain new initiatives 

seeking synergies between fields such as cli-

mate policy and public health.

In the National Audit Office’s view, the 

transparency of climate and energy poli-

cy formulation should be increased. Becau-

se the success of climate policy also depends 

of consumers, the citizen’s perspective could 

help better ensure effective policy imple-

mentation. Deeper dialogue could also build 

bridges between central government policy 

steering and municipalities’ practical clima-

te action; there is currently a rather large gap 

between the two.

More cost-efficiency data required

According to the National Audit Office’s fin-

dings, the climate policy information base 

varies from one sector to another.70 Data on 

production-based emissions is more easi-

ly available than data on emissions relating 

to consumption. It would be important from 

the consumer perspective to have access to 

information not only to support policy-ma-

king but also to facilitate decisions made by 

consumers.

In the Climate and Energy Strategy formu-

lation process the shortages in the informa-

tion base were to do with the number and 

cost-efficiency of the alternatives examined. 

The cost-efficiency of the various steering 

instruments was not systematically evalu-

ated in the formulation of the Climate and 

Energy Strategy. Many challenges are asso-

ciated with the generation of cost-efficiency 

data. The assessment of efficiency is affected 

by issues including the chosen perspective, 

target-setting and period. For example, the 

cost-efficiency of the energy use of peat is 

poor as regards reductions in greenhouse gas 

emissions but at the same time it helps reach 

other objectives. Individual policy measures 

also have combined effects that can be mu-

tually supportive or conflicting. 

There has been a major increase in glo-

bal demand for fossil fuels, with hundreds of 

billions spent every year on supporting their 

production and use. Future price forecasts 

are uncertain, particularly regarding oil. Op-

portunities to implement measures found 

cost-efficient may also be limited. Accor-

ding to research, as regards renewable en-

ergy sources, increasing the share of forest 

chips is, for example, a lot more cost-efficient 

for the State than the emissions reductions 

achieved through the use of wind power or 

biogas reactors. The potential of forest chips 

is, however, limited, so other renewable en-

ergy sources will also be needed to reach the 

target. Alongside these, the cost-efficiency of 

transport biofuels is particularly low if their 

global impacts are taken into consideration.

69   National Audit Office performance audit report Mitigating climate change – The preparation and implementation of the national 
climate and energy strategy (235/2011).

70  National Audit Office performance audit report Mitigating climate change – The preparation and implementation of the national 
climate and energy strategy (235/2011).
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In the opinion of the National Audit Of-

fice, cost-efficiency data is important from 

the viewpoint of political choices and for the 

achievement and monitoring of climate poli-

cy success. It also increases policy predicta-

bility as improved cost-efficiency data may 

reduce the need for rapid changes in direc-

tion. Policy continuity is emphasised in the 

emissions trading sector in particular, but it 

is also important for choices made by consu-

mers. Regardless of the challenges relating to 

cost-efficiency data, the National Audit Offi-

ce finds it necessary to pay sufficient atten-

tion to the economic impacts and cost-effi-

ciencies of emission reductions in the future.

Determined efforts made to promote 
renewable energy

According to the targets set by the EU, Fin-

land is to raise its share of renewable energy 

sources to 38% of final energy consumption 

from the current rate of around 30%. The 

achievement of this objective calls for go-

vernment support. Increases in renewables 

also involve other objectives, such as increa-

sing energy independence, employment and 

regional policy perspectives and supporting 

the sector’s technology exports.

According to the National Audit Office’s 

findings, the most rapid progress in the im-

plementation of the Climate and Energy Stra-

tegy has been made in efforts to increase the 

share of renewables, with support measures 

taken including the introduction of the feed-

in tariff.71 Implementing the feed-in tariff 

through budgetary funding is, however, an 

expensive solution from the central govern-

ment finances perspective. The construction 

of wind power has not – regardless of the 

feed-in tariff – taken off in accordance with 

the objective set due to land use disputes.

In the National Audit Office’s view the pro-

motion of renewables can help reduce de-

pendence on energy imports. To some ex-

tent the increased use of renewables also 

decreases greenhouse gas emissions. The-

se issues also raise reservations.72 The net 

effect of renewables usage on greenhouse 

gas emissions varies from one form of ener-

gy to another and also depends on the le-

vel of emissions from the renewable energy 

production chain. Therefore the percenta-

ge targets originating from the EU primarily 

ensure an increase in the share of renewa-

ble energy, but their impact on greenhouse 

gas emissions remains unclear. The National 

Audit Office regards it as important to clarify 

the costs and emission impacts of the various 

types of support as carefully as possible and 

to present any alternative calculations in a 

completely transparent manner.

There are also risks related to increases 

in the share of renewable energy. Forest in-

dustry by-products are the biggest and most 

cost-efficient way to produce renewable en-

ergy. Surplus of energy consumed by forest 

industry facilities can be used by energy 

plants and other properties. A contraction of 

the forest industry would have negative ef-

fects on efforts to increase the share of re-

newable energy sources. Another risk, albeit 

unlikely over the short term, is a potential 

change in international emission calculation 

methodology resulting in the biofuel emis-

sion factor being changed from zero to some 

degree of emission source.

71   National Audit Office performance audit reports Promoting renewable energy (213/2010) and Mitigating climate change – The 
preparation and implementation of the national climate and energy strategy (235/2011).

72  National Audit Office performance audit report Promoting renewable energy (213/2010).

73  National Audit Office performance audit reports Promoting renewable energy (213/2010) and Mitigating climate change – The 
preparation and implementation of the national climate and energy strategy (235/2011).
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It is clear on the basis of the audits that the 

EU renewable energy target overlaps with 

the emission reduction target.73 The obliga-

tion to increase the share of renewables may 

reduce the steering effect of emissions tra-

ding. It may also affect the opportunity to 

opt for more cost-efficient measures as the 

renewables objective has to be promoted at 

the same time. Therefore the partly contra-

dictory objectives set by the EU are reflected 

in national climate policy. National leeway 

is, however, available in many issues. The 

EU has set the indicative target of increasing 

energy efficiency by 20% by 2020. Finland’s 

own target for increased efficiency is 11% of 

the final consumption of energy. In the Natio-

nal Audit Office’s view the national leeway 

could have been used for increases in energy 

efficiency, which is a cost-efficient emission 

reduction method. Energy efficiency and en-

ergy savings can help reduce not only green-

house gas emissions but also the renewables 

obligation level as this is calculated on the 

basis of final energy consumption.

Emission reduction effects of 
transport biofuels questionable

According to the audits conducted, the big-

gest efficiency risks from the viewpoint of 

emissions reductions are to do with increa-

ses in biofuels for transport.74 The use of bi-

ofuels reduces dependence on oil and se-

eks to cut down greenhouse emissions. Alt-

hough biofuels are statistically classified as 

zero-emission fuels, in practice their life-

cycle emissions vary depending on the pro-

duction method.

Finland has raised its national bioenergy 

target from the 10% set by the EU to 20%, 

with advanced second-generation biofuels 

counting double. The risk in the production 

of first-generation grain ethanol and traditio-

nal rapeseed diesel in particular is that in-

creases in their use have hardly any impact 

towards reductions in greenhouse gas emis-

sions. The global increase in biofuel demand 

also appears to compete with food produc-

tion, which raises food prices and aggravates 

the food crisis. Biofuels also involve risks re-

lating to biodiversity and social problems to 

do with land use. The National Audit Office 

considers that sufficient attention should be 

paid to the above factors when making deci-

sions on increases in the use of biofuels for 

transport. The National Audit Office also re-

gards it important to take cost-efficiency and 

efficiency in the reduction of greenhouse gas 

emissions into consideration in efforts to pro-

mote renewable energy.75

Traffic and emissions increased by 
urban sprawl

One of the climate and energy policy objec-

tives and land use objectives is to achieve an 

integrated urban structure and reduce the 

need for transport. According to the National 

Audit Office’s findings, urban sprawl of Fin-

land’s largest growth centres has continued 

regardless of the objectives adopted.76 Urban 

sprawl results in increased dependence on 

cars as households outside the built-up are-

as often need two cars. Opportunities for the 

provision of well-functioning public trans-

port are also poor in sprawling urban areas. 

The provision of local services near residents 

is also difficult.

74   National Audit Office performance audit reports Promoting renewable energy (213/2010) and Mitigating climate change – The 
preparation and implementation of the national climate and energy strategy (235/2011).

75  National Audit Office performance audit report Promoting renewable energy (213/2010).

76  National Audit Office performance audit report The state’s role in increasing the supply of lots and creating a more compact urban 
structure (208/2010).

77  National Audit Office performance audit report The state’s role in increasing the supply of lots and creating a more compact urban 
structure (208/2010).
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In sparsely populated areas construction 

decisions are made on the basis of individual 

permits, with no systematic steering of plan-

ning taking place on the basis of land use 

plans. Impacts accrue over the long term, and 

it may be difficult to discern the link between 

individual permit decisions and the overall 

development of urban communities. Conse-

quently, the impacts of the steering of urban 

structures are – unlike many other steering 

instruments – long-term in nature. If urban 

sprawl is allowed to take place, the areas will 

be tied to a carbon-intensive structure for a 

long time.

Urban sprawl in peripheral areas has a ne-

gative effect on the sustainability of public 

finances as dispersed construction generates 

higher costs than a more compact structu-

re. Dispersed construction increases infra-

structure construction and maintenance costs 

as well as costs arising from the provision of 

basic services. At the same time the residen-

tial costs in dispersed settlements are increa-

sed by transport costs in particular.  The po-

tential rise of oil price in particular and incre-

ases in transport costs pose a risk to car-de-

pendent households. Indirect cost pressures 

are also experienced by the central govern-

ment via issues including central governme-

nt transfers to local government, but there 

is very little structured data available about 

them. Larger traffic volumes increase the 

costs payable by the central government for 

greenhouse gas emission reductions.

In the National Audit Office’s view, the ste-

ering of dispersed construction in growing 

urban areas has been a failure.77 One of the 

reasons for this is Finland’s rather extensive 

basic construction rights and the non-coordi-

nation of municipal land use planning in re-

gional issues. There is also room for impro-

vement in cooperation between municipali-

ty-driven land use planning and the trans-

port system planning carried out by the cen-

tral government. According to the audit con-

ducted, the State does not have a horizontal 

approach to the development of the urban 

structure, which weakens the capacities to 

reach the emission reduction targets set.

Support to climate technology yet to 
provide much value for money

According to the National Audit Office’s cal-

culations, in 2011 around €550 million or 

around one per cent of budget appropria-

tions was allocated to costs relating to cli-

mate change.78 Central government fun-

ding doubled in 2008–2012 (Figure 7). The 

biggest increases were seen in appropria-

tions relating to research and development 

and the promotion of renewable energy. The 

amount of funding alone is not an indicator 

of efficiency, however.

Research, energy and climate technology 

and innovation are regarded as a key issue 

for the achievement of the objectives in the 

2008 Climate and Energy Strategy. Between 

2008 and 2011, appropriations relating to the 

climate and energy theme in research, deve-

lopment and innovation increased by almost 

80% and formed the largest expenditure item 

in climate and energy funding.

The largest supporter of research, develop-

ment and innovation in Finland is the Finnish 

Funding Agency for Technology and Innova-

tion (Tekes). Tekes provides around half of its 

77  National Audit Office performance audit report The state’s role in increasing the supply of lots and creating a more compact urban 
structure (208/2010).

78   National Audit Office performance audit report Mitigating climate change – The preparation and implementation of the national 
climate and energy strategy (235/2011).
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support to enterprises, universities and rese-

arch institutions via programmes. The Natio-

nal Audit Office evaluated five support pro-

grammes with a climate and energy focus re-

garded as the most representative by Tekes. 

According to the audit, project support pro-

vided by Tekes has yet to considerably pro-

mote the achievement of climate and ener-

gy policy objectives.  For example, Tekes aid 

has – at least so far – not resulted in com-

mercial successes to any noteworthy extent. 

It should, however, be noted that the com-

mercialisation of innovations in the energy 

and climate sector may take several years.

The fact that no clear and measurable cli-

mate and energy policy objectives have been 

set for the programmes and projects can be 

regarded as a key weakness. Climate ob-

jectives are nothing but a mention in the 

programme objectives. Therefore the basic 

conditions for programme effectiveness are 

missing from the climate and energy policy 

perspective. According to the National Audit 

Office, the ex post evaluations of projects 

commissioned by Tekes have not achieved 

their purpose, either. They are too formulaic, 

often carried out too early, with the questions 

not covering issues such as greenhouse gas 

emission effects in conjunction with climate 

and energy projects. Data on the outcomes of 

supported projects in relation to the invest-

ments made would facilitate comparisons 

between climate policy instruments.

Climate policy effectiveness reduced 
by opposite incentives

In addition to climate funding, climate poli-

cy effectiveness would be increased by cli-

mate issues also being taken into conside-

ration, where possible, in such use of cen-

tral government funds that is not directly tar-

geted at climate change. After the financial 

crisis one of the economic recovery measu-

res used was targeting funds at issues such 

as the renovation of buildings, which sought 

to safeguard employment in the construc-
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79  National Audit Office performance audit report Support for energy and climate technology (227/2011).

FIGuRE 7 Appropriations supporting climate change action in the 2008–2011 budget proposals.
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tion sector. The 2009 supplementary bud-

get provided budget authorisations to grant 

more than €400 million for this purpose. 

The National Audit Office drew attention to 

whether the use of funds could have been 

targeted to support issues such as energy ef-

ficient construction without compromising 

on the employment effects.80

The effectiveness of climate funding is re-

duced by such use of funds that steers de-

velopment to the opposite direction from the 

climate policy perspective. The Kyoto Proto-

col also requires the gradual reduction or eli-

mination of such contradicting support or tax 

incentives. According to the National Audit 

Office’s findings, at the time of the audits no 

systematic review of opposite support had 

been carried out in Finland.81 It is particular-

ly easy to forget the examination of tax sub-

sidies as these do not constitute governme-

nt expenditure but, instead, revenue not re-

ceived.

Opposite tax subsidies include reimbur-

sements of energy taxes to industry and ag-

riculture, which are energy intensive as re-

gards the energy efficiency objective. The 

transport sector also has forms of support that 

favour private car use and provide an indi-

rect incentive for private car use. These in-

clude the company car benefit, tax-free par-

king benefit provided by the employer and 

deduction of travel expenses in income taxa-

tion. The latter exceeded all the climate costs 

in 2008.  The travel expense deductions are 

based on a different set of objectives that se-

eks to increase labour mobility. According to 

the National Audit Office, the contradicto-

ry objectives make it particularly important 

to have access to up-to-date and calculated 

data on the societal and central government 

costs of support, including climate costs.

The National Audit Office finds that a cli-

mate budget or climate funding assessment 

included in the General Strategy and Out-

look of the Budget could increase the trans-

parency of climate funding. In the National 

Audit Office’s view the impacts of tax subsi-

dies should also be assessed regularly from 

various perspectives.

Climate policy performance

Many challenges are associated with the as-

sessment of the effectiveness and perfor-

mance of climate policy. Key performan-

ce issues alongside policy effectiveness are 

the costs on which the objectives set are 

reached. Therefore it is important from the 

central government finances perspective to 

achieve the emissions reductions in the most 

cost-efficient way. Cost-efficiency must be 

examined diversely enough: mere short-

term examination and focusing on the chea-

pest measures may not result in the best pos-

sible performance over the long term. In ad-

dition to climate and energy policy, green-

house gas emissions are affected by several 

other factors such as economic trends, en-

ergy prices and weather conditions. There-

fore only preliminary observations could be 

made on climate policy performance on the 

basis of the audits.

On the basis of the audits, Finland appears 

to be able to reach the Kyoto target (2008–

2012) of stabilising emissions at the 1990 le-

vel – possibly even without the Kyoto flexi-

ble mechanisms. The implementation of Fin-

80   National Audit Office performance audit report Mitigating climate change – The preparation and implementation of the national 
climate and energy strategy (235/2011).

81  National Audit Office performance audit report Mitigating climate change – The preparation and implementation of the national 
climate and energy strategy (235/2011).
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land’s climate policy can be regarded as suf-

ficient as regards progress towards the Kyo-

to target, although its effectiveness is partly 

due to the economic situation. Lack of infor-

mation about whether or not emission reduc-

tions have been cost-efficient makes the as-

sessment of performance difficult.

It may prove more challenging to reach the 

2020 target set by the EU. The non-EU ETS 

target of a 16% reduction in emissions is na-

tionally divided between different sectors in 

Finland’s Climate and Energy Strategy. If a 

sector does not reach the reduction target, 

this must be compensated for by other se-

ctors. According to the audits, there are se-

ctoral differences in progress made towards 

the objective. Most non-EU ETS emissions 

come from transport (40%), and the emission 

reduction target set for it is 15%. According 

to the audits, the transport sector has syste-

matically implemented several emission re-

duction measures. Good progress made in 

the reduction of emissions from new cars 

has, however, been virtually cancelled out 

by an increase in the number of kilometres 

driven, and current measures are not enough 

to reach to emission reduction target.

The second-biggest non-EU ETS sector 

emission source is agriculture (15% of emis-

sions), with its emissions reduction target set 

at 13%. It appears to be difficult to reach the 

target as there is currently hardly any know-

ledge of efficient emission reduction mea-

sures.  For agricultural policy reasons, it has 

not been regarded as possible to employ the 

most efficient known method: restrictions on 

peatland cultivation.

At the same time the steering of land use 

and urban structures lacks the key prerequi-

sites of the realisation of effectiveness as is-

sues relevant to it are administered under 

several administrative branches and levels. 

Therefore it may be necessary to use the flex-

ible mechanisms in order to reach the 2020 

target.

Implementation aiming at the increase 

in the share of renewable energy sources 

has created prerequisites for considerable 

growth in the use of renewables. The target 

is ambitious and its achievement depends 

partly on issues beyond climate and ener-

gy policy steering, such as the developme-

nt of forest industry production in Finland. 

Any increases in energy consumption will 

also make it more difficult to reach the ob-

jectives. On the basis of the audits, increased 

energy efficiency could be an efficient way 

to reduce greenhouse gas emissions and to 

reach the renewable energy target. It is also 

possible that the EU will raise the emissions 

target from 20% to 30%, which would mean 

an increase in the Finnish non-EU ETS target 

to around 23%.
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6 Education, research and innovation policy 
and the Finnish innovation system and 
environments

Conclusions and positions

Education, research and innovation (ERI) 

activity consists of institutions, provisions, 

procedures, organisations and the learning, 

competence and knowledge practices cre-

ated in these.82 The National Audit Office 

has assessed the whole comprising ERI ac-

tivity in contexts including seminars, ex-

pert workshops, actual audits and more bro-

ad-based analyses. On the basis of these it 

can be assessed that decisions are made by 

Parliament about the funding and structures 

of public ERI activity without currently be-

ing able in practice to have an efficient im-

pact on ERI activity as a whole.

The National Audit Office finds that, 

instead of general increases or cuts in ERI 

activity resources, new types of thinking and 

operating models should be found in the fu-

ture. These should be based on a clearer de-

finition of the purpose of public activities, in-

creased transparency in ERI funding enabled 

by this through the clarification of objectives 

set for ERI, and a new type of ERI funding 

risk management founded on these.

Support for research and innovation must 

be determined in accordance with expres-

sions of Parliament’s will and targeted in a 

more refined, courageous, selective and sus-

tained manner at existing as well as new 

uses. Operational funding implementation 

must also involve the retargeting of resour-

ces. To increase the effectiveness of public 

support, the line between fiscal policy and 

ERI policy should also be crossed in a new 

way.83 All in all the governance of ERI activi-

ty is expected to be more capable of restric-

ting, encountering and tolerating complexity 

at the same time in the future.

According to several assessments and poli-

cies, the special strengths of the Finnish inn-

ovation system include internationally high 

ERI input targets, confidence in science and 

technology and positive attitudes towards 

them coupled with flexible governance solu-

tions. The National Audit Office finds it im-

portant to be able to maintain these strengths 

in a sustainable manner in the future too. For 

this to be achieved, information about ERI ac-

tivity must meet the needs of society, citizens 

and decision-makers as utilisers of informa-

tion in a more structured and open manner.
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Education, research and innovation 
(ERI) activity under pressures for 
change

One of the most important tasks of educa-

tion, research and innovation (ERI) activity 

is to maintain societal practices and help de-

cision-makers and other actors to adapt to 

changing circumstances economically and 

appropriately within the limits set by the re-

sources available at the time. This also calls 

for capacity for renewal from ERI activity it-

self. In the current global transition ERI ac-

tivity is expected to have new kinds of ca-

pacities to think differently and question so-

cietal practices as well as being able to sup-

port and renew them. This means the effec-

tiveness paths of innovation becoming more 

divergent and diverse and calling for incre-

asingly targeted measures. In addition to 

decision-makers, information is needed by 

employment organisations, developers, re-

searchers and evaluators, whose coopera-

tion has not progressed as hoped.

At the same time those governing the ac-

tivities are expected to provide orchestration 

rather than steering and to be capable of fin-

ding a balance between the various subfunc-

tions and tasks and environments involved 

in ERI activity. This calls for a new kind of 

balancing act between issues such as the so-

cietal utilisation and accountability of ERI ac-

tivity and the capacity-building required by 

it. All this takes place in a setting where en-

vironmental changes are taking place rapid-

ly while the basic nature of the societal and 

cultural timespan of ERI activity still rema-

ins long.

Basic ERI solutions must be 
determined with a view to the big 
picture

Finland aims to increase the share of edu-

cation, research and innovation expenditu-

re to four per cent of GDP. In 2010 around €7 

billion was spent on research and develop-

ment in Finland, up €185 million on the year 

before. The expenditure is estimated to in-

crease by a further €180 million in 2011. The 

Government also aims to make Finland the 

most competent nation in the world by 2020.

The functioning and competitiveness of 

the Finnish competence and innovation sys-

tems consist of several factors. These include 

tangible and intangible inputs, ways of thin-

king, structures as well as operating and in-

formation practices. Finland has a lot of st-

rengths in all of these. Recent years have also 

increasingly seen the emergence of signs of 

weaknesses and uncertainty about whether 

our innovation system’s current basic solu-

tions match the new circumstances and Fin-

land’s status as part of the international eco-

nomic, technological and cultural transition.

According to the Evaluation of the Finnish 

National Innovation System conducted in 

2009, the complexity of the innovation sys-

tem has increased to such an extent that its 

governance and steering have become more 

difficult and capacity for service delivery has 

been reduced84. The evaluation report pro-

posed a thorough reassessment of ERI activi-

ty that would cover the basic starting points, 

objectives, organisation and tools of the enti-

ty formed by ERI activity.

The mid-term evaluation of the Strategic 

Centres for Science, Technology and Innova-
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tion and the recent evaluation of the Finnish 

Funding Agency for Technology and Inno-

vation – Tekes underline the need for im-

proved coordination, clearer definition of re-

sponsible actors and the need to adopt the 

broad governance perspective as the starting 

point of development.85 To avoid formulaic 

solutions based too one-sidedly on the needs 

of governance or development, the reform of 

ERI activity as a whole will require more di-

verse information practices along the lines of 

those adopted in the preparation of foresight 

reports. Instead of narrow examinations po-

larised around development, renewal and 

accountability, in the future capabilities will 

be needed for the governance of ERI activi-

ty based on broad-based and diverse partici-

pation, interaction and experiment procedu-

res built on complexity and systems thinking. 

The National Audit Office finds it impor-

tant for the problems and strengths of ERI ac-

tivity to be determined more clearly from the 

perspective of the entire range of RDI acti-

vity in the future. Decades of changes in the 

environment of ERI activity, numerous par-

tial reforms and a broad spectrum of policy 

instruments, continuous additional invest-

ments, poor information base, low accounta-

bility requirements and shortcomings in tools 

for the governance of the whole have each 

individually and all together prevented the 

need for changes in ERI activity being seen 

as an entity.

Lack of information about ERI activity is 

currently a particular problem as it can easily 

have repercussions in other problems and af-

fect their management. It is difficult to draw 

conclusions on the functioning and compe-

titiveness of the Finnish innovation system 

as there are many indicator frameworks and 

these are not commensurate with each other 

(such as IUS, STI, WEF, EIS, CIVISTI). There 

are no uniform and reliable international-le-

vel indicators or evaluation practices availa-

ble that could be used to obtain a uniform 

and sufficiently unambiguous view of the qu-

ality of the Finnish competence and innova-

tion system as a whole. For example, the Fin-

dicator database maintained by the Govern-

ment currently only covers two indicators di-

rectly relevant to R&D: R&D expenditures by 

sector, and patent applications. Therefore st-

rengthening innovation network information 

management is an important development 

direction for the Finnish innovation system.

Commissioned by the Research and Inno-

vation Council, the Academy of Finland and 

Tekes have prepared a proposal for an evalu-

ation framework for the societal impacts of 

research and technology. This is currently 

undergoing further preparation. The Natio-

nal Audit Office has participated in the work 

of the International Organization of Supreme 

Audit Institutions (INTOSAI) to develop in-

ternationally comparable indicators for vario-

us policy and operating areas (Key National 

Indicators). The National Audit Office finds 

it important to continue the development of 

national effectiveness indicators. Because 

impact chains and mechanisms in ERI acti-

vity are often very long-lasting, evaluations 

and indicators relating to human, institutio-

nal and other intangible knowledge and in-

tellectual capital should be developed along-

side the use of effectiveness indicators. We 

are only taking our first steps in this respect 

in international comparison as well.

The extensive competence and innovation 
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system evaluation and development pro-

ject proposed for Finland in the internatio-

nal evaluation has so far not taken place. The 

National Audit Office regards it important to 

conduct this overall assessment. It should 

also be expedited as, following the evalua-

tion completed in 2009, the world economy 

has entered an extensive recession, which 

has created new challenges and uncertain-

ties.

Assessments of and conclusions on the 

functioning of the innovation system are also 

made more difficult by the fact that certain 

important national evaluations that are di-

rectly related to or touch upon ERI activi-

ty are currently underway or only about to 

be launched (Strategic Centres for Science, 

Technology and Innovation, research insti-

tutions, infrastructures, the state of scienti-

fic research in Finland). Several compilatory 

programmes important for ERI activity, such 

as the research and innovation programme, 

are also in the pipeline. The Government 

Foresight Report 2013 introduces a new way 

of bringing together and achieving broader 

programmisation of activities of ERI funding 

organisations and key ministries. The Com-

mittee for the Future also plays a key role in 

this work.

At the moment the development of ERI ac-

tivity is primarily based on evaluations. In its 

audit on R&D evaluation activities the Na-

tional Audit Office pointed out problems re-

lating to independence, credibility and ac-

countability86. The international evaluation 

of the Finnish innovation system also paid at-

tention to these problems. To compile rese-

arch, foresight and evaluation activities ser-

ving the Government, a Government wor-

king group has been appointed to coordina-

te the Government’s research, foresight and 

evaluation activities, with its tasks including 

the formulation of a strategic research and 

evaluation plan supporting the implementa-

tion of the Government Programme.

Insufficient renewal in ERI activity

Several studies and evaluations have found 

Finnish society’s learning, competence and 

innovation practices to be of a high level, in-

cluding internationally. According to resear-

ch, the human capital produced by Finnish 

education and research is at world class le-

vel. In addition, issues such as the establis-

hed cooperation between Finnish educatio-

nal, research and development organisa-

tions have produced high-quality social ca-

pital for Finland. According to assessments 

by the World Bank, these factors account for 

around two-thirds of the wealth of nations.

According to a recent research project, Fin-

land’s capability to utilise the immaterial in-

tellectual and knowledge capital it creates is, 

however, lower than its capability to create it. 

The biggest problem is that the downward 

development trends can be seen particularly 

in those areas of knowledge capital that have 

the strongest impact on the nation’s econo-

mic growth. 87This is leading into a situa-

tion where – although Finland still remains 

among the leading nations in terms of R&D 

investments per GDP – Finland’s opportuni-

ties to look after citizens’ welfare and the re-

sources required for this are deteriorating. 

According to recent statistics on the national 

economy there has, for example, been a con-
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tinuous decrease in the exports of high tech-

nology and the number of international pa-

tents has dropped considerably in the 2000s. 

This indicates a failure to renew the Finnish 

economy as desired.

Incapability to utilise high-quality educa-

tion and research to shake society’s structu-

res and achieve a radical reform of economic 

activity can, however, be attributed to several 

issues. Most likely the causes can be found 

rather in the weaknesses of the governan-

ce and steering of ERI activity than in pro-

blems in education, research and innovation 

practices as such. It is, however, often diffi-

cult to draw the line between these. The in-

ternational evaluation of Finnish innovation 

activities regarded the incentives provided 

for actors to produce internationally oriented 

and nationally focused research and educa-

tion as insufficient.

Even more important than this from the 

perspective of operational renewal is the 

fact that some governance and steering 

practices actually directly slow down and 

even obstruct the renewal of ERI activity. In 

workshops organised by the National Audit 

Office and the Finnish Innovation Fund Si-

tra in 2011, the notion was crystallised whe-

reby the renewal of Finnish ERI activity is 

slowed down by conflicts of interest between 

actors, avoidance of financial and operational 

risks, firm perception of being international 

forerunners, and tendency to focus more on 

words than action.

The workshops also strengthened the 

view that, to create a foundation of objec-

tives and means for the generation of new 

things, Finland needs, above all, a new kind 

of operating culture and not necessarily any 

new development documents. This calls for 

openness for new perspectives, release of 

the public-sector innovation potential, st-

rengthening of customer relationships and 

lifecycle thinking, and experimental thin-

king and operating models. On the basis of 

the international evaluation, the formulation 

of coordinates of ERI activity as regards prin-

ciples and practice has remained unclear in 

Finland’s national innovation strategy. What 

should Finland aim at in renewal, in what 

proportions and how, and how much should 

rather be preserved than changed? On the 

basis of the evaluation the unclarity also app-

lies to key choices of methods. Finnish inno-

vation activity has not been renewed through 

determined and controlled renewal of ERI 

activity but rather in individual elements, of-

ten drifting via small steps and compromises.

The establishment of Strategic Centres 

for Science, Technology and Innovation has 

been based on informed and systematic de-

cision-making. An extensive overall evalu-

ation of these is currently under prepara-

tion and will be completed by the end of the 

year. The Centres were founded upon tradi-

tional strengths. On the basis of the mid-term 

evaluation, most of the programmes are for-

mulated in a rather traditional manner avoi-

ding risks and multidisciplinary challenges: 

’From the point of view of cooperation and 

goal achievement this can be seen as a prac-

tical solution but the approach is not very fu-

ture-oriented and innovation-driven.’88 Simi-

lar criticism has also been presented regar-

ding universities’ choices of Strategic Cen-

tres.

The single most important reform of ERI 

activity and its governance is included in the 
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reform of the Universities Act. When the Act 

entered into force the management of uni-

versities’ most important resources – hu-

man resources – was also seeking its star-

ting points and was manifested more clearly 

in documents than in practices89. According 

to a recent report submitted to Parliament by 

the Ministry of Education and Culture on the 

implementation of the Universities Act, the 

impacts of the legislative reform have been 

more visible in universities’ strategic mana-

gement than in human resources policy. Ad-

ministrative organs have been reorganised 

and their working methods have changed, 

rectors’ status has been strengthened, and 

the size of universities’ subunits has incre-

ased. Smallish strategic allocations (1–5% of 

annual budget) have been made in most uni-

versities, stakeholder cooperation has incre-

ased, and financial management and spen-

ding discipline have improved. Employer 

procedures in the field on human resources 

policy have become established. There have 

not been any extensive redundancies, but 

the amount of fixed-term contracts has not 

been reduced either. According to the evalu-

ation report, personnel views on the reform 

and universities’ internal governance proce-

dures are quite critical, but the report refrains 

from drawing any far-reaching conclusions. 

This is justifiable as the evaluation took pla-

ce at a very early stage considering the na-

ture of the reform and, for example, universi-

ties with increased autonomy have not even 

reached a mutual understanding of what 

their aims should have been. From the Natio-

nal Audit Office’s viewpoint both the Strate-

gic Centres for Science, Technology and Inn-

ovation and the university reform illustrate 

the governance problems faced in a situation 

where active measures are required but whe-

re the ultimate role of public authorities and 

policy ‘between’ the market and ERI actors 

would require urgent specification (see the 

section on the rationalisation of resources for 

ERI activity below).

Shortcomings in governance of wholes 
in ERI activity

Building ERI activity as a whole and direc-

ting it to make it functional and in line with 

society’s needs or objectives does not take 

place spontaneously. Instead, it calls for go-

vernance methods that provide support and 

maintain the whole. In Finland there have 

been no efforts to standardise the relations-

hips between education, research and inno-

vation actors, and heavy cooperation and in-

teraction structures have been avoided. This 

has created many advantages for a small 

country, including flexibility and low gover-

nance and transaction costs. The problems 

of the governance model have become more 

clearly visible in efforts to switch from scien-

ce and technology policy to innovation poli-

cy and further to broad-based innovation po-

licy.

The policy shift requires capacity for re-

newal in ERI activity but also an informa-

tion base that supports the whole, governan-

ce tools that help create the whole and work 

well, and enough political will to make this 

happen. All these involve problems that slow 

down and obstruct change. In practice, the 

broadening of the base of innovation policy 

is also affected by issues including the slow-
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ness of the sectoral research reform, delays 

in the implementation of the innovation stra-

tegy and the scattered nature of the systems 

of support for ERI activity.

On the basis of the National Audit Offi-

ce’s audit of R&D evaluation activities, in-

formation relating to ERI activity is current-

ly narrow in scope and fragmented from the 

viewpoint of policy-level decision-making. 

Information produced has a focus on ERI 

actors’ own needs and interests or the inter-

nal information needs and practical routines 

of steering administration. Because of the ab-

sence of sufficient guarantees of the produc-

tion of independent information, its supply 

is currently low and affected by measures to 

generate economic savings. At the moment 

there is not enough comprehensive and up-

to-date information, clear institutional re-

sponsibilities or secured capacities available 

for use as a basis of the governance of ERI ac-

tivity as a whole. There is not, however, any 

up-to-date overall evaluation of the capabili-

ty of governance to support the whole of ERI 

activity available at the moment.

The National Audit Office will not ende-

avour to make a separate assessment of the 

capability of political target-setting and opi-

nion-formation to support the governance of 

the whole as regards ERI activity. Develop-

ment needs identified at the workshops orga-

nised by the National Audit Office and Sitra 

are determining the vision and formulating 

or sharpening the strategy, developing deci-

sion-making and preparation, reorganising 

evaluation activity, providing Members of 

Parliament and ministers with high-level as-

sistants to improve the utilisation of informa-

tion, and reviving the joint information and 

innovation forums.

On the basis of the international evalua-

tion, the most important development chal-

lenge of the Finnish innovation system is im-

proving the governance of the whole in ERI 

activity. Not much progress has been made in 

this so far. The innovation system challenge 

listing drawn up by the Research and Inno-

vation Council, which is included in the inn-

ovation policy guidelines for 2011–2015, does 

not mention the governance of the whole at 

all. Governance issues are only indirectly co-

vered in separate policy themes. The innova-

tion policy report submitted to the Parliame-

ntary Commerce Committee also virtually ig-

nored the theme of governance of the whole.

The political steering of governance invol-

ves issues that have been overlooked or to 

which no clear solutions have been found. 

Policy information management has been 

developed, but no new tools have been found 

for policy harmonisation or the handling of 

policy wholes. In addition, the lack of invol-

vement of the Ministry of Finance in innova-

tion policy formulation clearly pointed out by 

the international evaluation remains unsol-

ved.

The National Audit Office finds it impor-

tant to eliminate the polarities such as rese-

arch versus technology or accountability ver-

sus development that have persistently affec-

ted ERI governance. When pursuing this, it 

is important to avoid structures that are too 

heavy and expensive. Also to be avoided is 

the move of the polarity created by the di-

vision into science and technology to a new 

dimension (ERI activity versus other actors).

The structural measures to reduce the sus-

tainability gap introduced in the Programme 

of Prime Minister Jyrki Katainen’s Govern-

ment include the ‘realignment of innovation 

policy’. This does not refer to the launch of a 

broad overall project proposed by the inter-

national evaluation but to projects of indivi-

dual organisations such as Finnvera, Tekes 

and VTT underway or to be launched during 

the Government’s term in office.

74



The term ’innovation’ appears 127 times in 

the Government Programme and is used in 

a vast variety of contexts. The Research and 

Innovation Council’s Research and Innova-

tion Policy Guidelines for 2011–2015 contain 

seven basic policy lines. At total of 22 policies 

have been formulated for strategic develop-

ment, and there are eight structural develop-

ment policies listed in the document. Seven 

policies are provided for human resource de-

velopment in ERI activity.

These policies are implemented by strong 

ministries, several independent funding or-

ganisations and autonomous universities as 

well as municipalities and numerous inter-

mediary organisations. This is likely to result 

in it being impossible to govern the whole 

range of development measures in practice. 

It is also very difficult to evaluate the suc-

cess of activities. According to a recent as-

sessment made in a PhD thesis, for example, 

the 70 different programmes targeted at mu-

nicipalities could not be shown to have any 

impacts in practice.

Inflexibilities in Finnish governance and 

operating culture extending beyond the field 

of ERI can also be found at the root of the-

se problems. Within public administration, 

the governance of the whole in ERI activi-

ty and cooperation between actors are made 

more difficult by the siloisation between and 

within ministries and administrative sectors, 

inappropriate targeting of budget and eco-

nomic steering and several other established 

boundaries. A particular governance chal-

lenge between the public and private ERI se-

ctors is created by the relationship between 

market-based steering and other societal re-

gulation.

Therefore the development of the gover-

nance of the whole as regards ERI activity 

will also require more sustained attention 

from the highest decision-makers.

use of ERI resources requires 
rationalisation

At the workshops organised by the Natio-

nal Audit Office and Sitra, the use of resour-

ces was considered from the perspective of 

the prerequisites for rational use of resour-

ces. Development needs identified included, 

firstly, that public authorities’ ERI tasks and 

steering role should be determined more cle-

arly. Secondly, the basic choices relating to 

resource use should be made to match the 

purpose of public activities. Thirdly, a balan-

ce should be found in the use of the vario-

us types of funding. Programming activity 

should also be rationalised.

In the National Audit Office’s opinion, glo-

balisation, economic transition and the sus-

tainability gap of public finances should not 

result in ill-considered cuts in the field of ERI 

activity, but they should not lead into the se-

paration of ERI resources from the rest of the 

economic and social framework and develop-

ment either. It was found at the workshops 

that, instead of the size of R&D inputs, debate 

should progress to the consideration of what 

is the State’s natural role in ERI activity, whe-

re inputs should be targeted and how inputs 

should be implemented. The latter aspect in-

volves many difficult questions such as what 

kinds of transformations between intangible 

capital (human capital, relational capital, 

structural capital) and other capital (moneta-

ry capital, fixed capital) in the field of ERI ac-

tivity should be favoured and how the central 

yet little-known area relating to the national 

economy (productivity) that is included in it 

should be measured and developed.

According to the international evaluation, 

in 2009 there were more than a thousand inn-

ovation policy instruments in use in Finland, 

several hundreds of public organisations and 

programmes and thousands of public officials 
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with daily contacts with enterprises. This has 

led into poorer accessibility of support sys-

tems and at the same time the grabbing of se-

veral different types of support for the same 

activity – ‘forum shopping’.

The same phenomenon has been detected 

in audits conducted by the National Audit 

Office. The tasks and responsibilities of or-

ganisations, authorities, support systems and 

other instruments are often unclarified and 

overlapping. In addition, in issues such as 

the extremely extensive programming acti-

vity there is, in practice, no procedure in use 

to also separately assess how necessary and 

meaningful the various measures are as re-

gards the whole.

From the central government finances per-

spective the policy steering of ERI activity 

has until recently been weak and interfaces 

between ERI and financial policy actors li-

mited. This has also been visible in the fact 

that the assessment and anticipation of the 

central government finances impacts of me-

asures is insufficient at all levels of ERI go-

vernance. Efforts have recently been made 

to strengthen contacts between financial and 

innovation policy. Changes justified by the 

broad-based innovation policy are currently 

under preparation. These involve the intro-

duction of new instruments alongside supp-

ly-based support on the basis of the 2012 

spending limits decision: R&D tax incenti-

ve, capital investment tax incentive, and the 

increase of the presumed acquisition cost of 

private capital investments to 50%.

The scattered nature of the system as a 

whole is increased by EU measures. Accor-

ding to a recent estimate, there are more than 

2,000 clusters, 70 different national policies 

and hundreds of regional programmes in the 

field of innovation in the EU 90

Addressing the support systems, instru-

ments and processes is all the more impor-

tant because the assessment of the perfor-

mance and effectiveness of Finnish ERI ac-

tivity has progressed slowly in international 

comparison. An audit conducted by the Na-

tional Audit Office revealed that, in a com-

parative analysis of 21 OECD countries, Fin-

land was the only one where accountability 

and efficiency were totally absent among the 

primary aims and motivations of R&D evalu-

ation91. Development work in this field has, 

however, continued since the audit
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92   R 17/2011. National Audit Office’s report to Parliament on its activities for the 2011 parliamentary session. 

93  Study of the National Audit Office. Lainsäädäntöpolitiikan mahdollisuus ja haaste (5/2011) 

94  A key tool here is the procedures outlined in the Effective Legislative Drafting project, see Ministry of Justice publication series 
39/2011: Towards more effective legislation through the process model. III interim report of the Effective Legislative Drafting project. 

95  See also the comments of the National Audit Office on the above-mentioned interim report (303/31/2011).

7 Quality legislation as part of financial 
decision-making

Conclusions and positions

As its key messages to Parliament, the Na-

tional Audit office refers to its earlier obser-

vations regarding quality legislation.92 The-

re remains room for improvement in the re-

alisation of the principles of good legislative 

drafting put forward in the Better Regulation 

Programme.

Firstly, the unnecessary openness to inter-

pretation in legislation and its central con-

cepts is liable to lead to extra costs and pro-

blematic situations from the viewpoint of the 

equal treatment of citizens. Secondly, there 

remain shortcomings in the thorough evalua-

tion of regulatory alternatives when planning 

legislative amendments, although the Go-

vernment Programme, for example, provides 

little room for manoeuvring in this respect. A 

third repeated key finding is problems asso-

ciated with impact assessments, in particular 

their thin knowledge base, and a lack of sys-

tematic monitoring of impacts.

The challenges to Finnish law-drafting po-

licy lie in the practical implementation of re-

gulation of lesser quantity but higher quali-

ty, improvements in assessing the impacts of 

legislation, and the implementation of secure 

and efficient information government.93 The 

efforts made to respond to these challenges 

in the form of development projects should 

be pointed out as a positive finding.94 Advan-

ces have been made in creating the prere-

quisites for quality legislation and legislative 

process management in the ministries. The 

current Government’s legislative agenda is 

also better integrated with the Government 

Programme and its key priorities.

With reference to the slim results of ear-

lier development projects, attention in the 

project should nonetheless be paid especial-

ly to the creation of a consistent governme-

ntal management system for workflow and 

document management to support legislati-

ve drafting and the implementation of legis-

lation.95 Another important development tar-

get is the monitoring of the implementation 

and impacts of legislation. The greater the 

degree of uncertainty to which the impacts 

of legislation can be assessed in advance, the 

more important it is to arrange for careful im-

pact follow-up.

Quality in legislation hinges on the legi-

slation being capable of steering activity in 

the direction desired by the legislator. Qua-

lity legislation is also about realistic objecti-

ves relative to the available resources. Incre-

asing attention should be paid to two factors 

in drafting and deciding on legislation: the 

substantive clarity of legislation and the re-

sources required for its implementation. 

When insufficient regard is given to resour-
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cing at the law-drafting stage, the implemen-

ting authorities are forced to prioritise their 

activities and, at worst, even to neglect their 

statutory duties.

Quality of legislation as an audit topic

The impacts of new legislation on issues 

such as local and central government finan-

ces and the duties of the authorities or other 

organisations are commonly assessed in Go-

vernment proposals. According to the Bill 

Drafting Instructions, the assessment of im-

pacts entails a concrete and as realistic as 

possible evaluation of the effects of the legi-

slation on the activities and job descriptions 

of those responsible for its implementation at 

the grass-roots level.

Multiple attempts at amending or clarify-

ing poorly drafted legislation lead to a regu-

latory spiral and fragmented legislation. This 

gives rise to extra work at both the ministries 

and in Parliament, with ripple effects also to 

implementation and citizens. Partial reforms 

as well as fixed-term and experimental legis-

lation have the same consequence. Parliame-

nt should be able to focus on enacting laws 

rather than rectifying technical deficiencies 

in legislation.

The impression received of the quality of 

law-drafting at the ministerial level, for ex-

ample in the Ministry of Social Affairs and 

Health, is somewhat more positive than ex-

pected a priori. Although the ideal laid out 

in the drafting instructions is not always 

achieved in day-to-day efforts, the Ministry’s 

drafting process may nonetheless be deemed 

to satisfy the basic requirements: effective 

drafting organisation and planning system 

with no shortcomings in expertise or compe-

tencies. The drafting instructions currently in 

use are sufficient in terms of both quantity 

and quality.

Problems are mainly associated with 

drafting resources, their prioritisation and ti-

metabling. Room for improvement can also 

be found in the comprehensiveness of the 

reasoning of bills, the investigation of their 

constitutionality, and in entry-into-force pro-

visions. More transparent procedures must 

be created especially for the drafting of ex-

tensive, cross-sectoral bills in order for the 

viewpoints of the various ministries and sta-

keholder groups to be truly reconciled. An 

important and value-added role in improving 

the quality of legislation is also played by the 

Unit of Legislative Inspection at the Ministry 

of Justice, yet based on the audit observa-

tions of its resources and their allocation, the 

Unit at present is not capable of coping with 

all of its duties.

The conclusions and recommendations of 

the National Audit Office are based on per-

formance audits of child welfare services, 

the legislative drafting process at the level 

of ministry, and the effectiveness of the Go-

vernment’s legislative agenda, as well as on 

a fiscal policy audit concerning the reliability 

of the information on financial stability mea-

sures in the euro area provided to Parliame-

nt in parliamentary documents.96 The role of 

legislative inspection in the Ministry of Jus-

tice has also been examined in the context 

of the audits.

96  National Audit Office performance audit reports Child welfare (6/2012), Legislative drafting at the Ministry of Social Affairs and 
Health (12/2012) and audit concerning the Government’s legislative agenda, currently under preparation. National Audit Office’s fiscal 
policy audit: Parliament’s access to information regarding financial stability arrangements in Europe (163/51/2012), partial audit report 
published in the National Audit Office’s separate report to Parliament on the audit of the final central government accounts for 2011 
and the Report on the Final Central Government Accounts, R 14/2012, pp. 21–22 and 28–37.
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Formulation of legislation 
unnecessarily vague in places

The Child Welfare Act (417/2007) is an  

extensive piece of legislation; the Govern-

ment proposal on the Act (HE 252/2006) ran 

to more than 200 pages. The audit showed 

excessive vagueness in the formulation of 

certain sections of the Act to such an ex-

tent that interpretation as to substance had 

to be sought from the Government proposal, 

which itself is also unclear in many places. 

This results in the substance of the sections 

largely being determined on the basis of the 

interpretation given by the party applying 

the law, a state of affairs which does not ser-

ve to foster the equal treatment of child wel-

fare service clients.

The problems associated with the linguis-

tic form and technical legal aspects of the 

Child Welfare Act were apparent in sections 

such as section 77.3 concerning funds for 

promoting independence. According to the 

section, municipal bodies responsible for so-

cial services have the right to decide on the 

time of payment of the funds for promoting 

independence, which in principle must be gi-

ven to a child or young person in the process 

of gaining independence on the termination 

of after-care or, for a special reason, at the 

latest when the person concerned becomes 

21 years of age.  The provision can be inter-

preted to read that a certain sum of money 

has been set aside for all persons transfer-

ring into after-care, in a special account with 

funds to cover expenses associated with ga-

ining independence. According to the audit, 

this is not the case, however. The provision in 

all likelihood refers to the payment and han-

dover of funds for gaining independence ac-

cruing from the personal assets of the child 

or young person, not to funds contributed by 

the municipality.

When such funds are referred to in gene-

ral terms as ‘funds for gaining independence’ 

or special care is not taken to emphasise that 

the funds in question are contributed by the 

municipality, two groups of service clients 

are confused. One of the groups consists of 

young persons to whom perhaps substanti-

al funds may have accrued from personal in-

come, assets or receivables. The use of such 

funds is monitored by social workers for the 

duration of after-care. The second group 

consists of young persons who have insuf-

ficient or no funds for gaining independen-

ce. In respect of these young persons, social 

workers ensure that the funds for gaining in-

dependence contributed by the municipality 

are used systematically (as provided in the 

client plan) and appropriately for expenditu-

re approved by the social workers to support 

and promote independence.

Similar problems and examples associated 

with the Act on Client Fees in Social Welfare 

and Health Care are covered in Chapter 4.3 

(Child welfare).

Regulatory alternatives not given 
sufficient consideration upon 
amendment of legislation

The Child Welfare Act has been in force for 

more than five years. In this time, it has been 

amended on eleven occasions. All of these 

amendments may not have been necessary. 

According to the audit findings, the amend-

ment which entered into force at the begin-

ning of 2011 (1380/2010), for example, does 

not appear to have resulted in any chang-

es in open care practices, nor does it appear 

to have guaranteed child welfare service 

clients or their families access to open care 

services. According to the audit, child wel-

fare workers have always sought to provide 
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97  Government proposal HE 252/2006

their clients with all services they deemed 

essential. As a rule, child welfare workers 

will not even consider services which are 

unavailable in their particular municipality.

The amendment of section 36 of the Child 

Welfare Act is an example of how comments 

from the various parties are requested upon 

the amendment of legislation, yet the com-

ments provided are ignored in the final le-

gislative proposal. The example also shows 

how upon the amendment of legislation, 

no assessment is made as to whether such 

amendment is warranted in the first place. 

Neither are possible regulatory alternatives 

examined. Issues worth considering inclu-

de whether the law needs to be amended 

at all or whether the same outcome might 

be achieved through decree, guideline, re-

commendation or ear-marked central go-

vernment transfers. An examination of regu-

latory alternatives might result in a finding 

that the objective of the amendment could 

be achieved with lower administrative costs 

and by lighter means of steering.

Evaluation of resources required for 
implementation not thorough enough

The Government proposal for the new Child 

Welfare Act97 was held in part to involve cla-

rification of the earlier Act. Consequently, 

municipalities were not deemed to require 

any substantial additional resources to ex-

ecute their new duties, which for the most 

part were perceived to be accomplishable 

with existing resources. The Government 

proposal moreover gave only a very rough 

estimate as to the additional costs arising 

from the implementation of the Act.

Adequate human resources are a vital con-

dition to the achievement of the aims of child 

welfare. In the Government proposal, the es-

timates of additional social workers required 

for open care were mainly based on the time-

ly performance of investigations of the need 

for child welfare measures. The impacts of 

the systematic and goal-oriented approach 

introduced by the Child Welfare Act on the 

workload of open-care social workers were 

not, however, taken into account when esti-

mating the need for additional social workers 

in open care. Had the time spent on indirect 

client work as well as the different needs of 

children, young persons and families been 

taken into account in the Government pro-

posal’s estimates, the human resource requi-

rements would in all likelihood have been 

considerably higher than estimated. 

Although the inadequacy of social worker 

resources in child welfare services relative 

to the objectives set was well known when 

the current Act was enacted, the new Act still 

further increased the duties of social workers 

in open care. The ensuing problems are dis-

cussed in Chapter 4.3 (Child welfare).

Legislative drafting in the Ministry of 
Social Affairs and Health effective for 
the most part 

The audit of legislative drafting in the Mi-

nistry of Social Affairs and Health had the 

aim of evaluating how the various aspects 

of legislative drafting in the Ministry work 

in practice. The main issue in the audit was 

to determine if the Ministry complies with 

the principles of good legislative drafting 

determined by the Government. The audit 

consisted of three parts, the first focusing on 

whether legislative drafting in the Ministry 

was managed systematically and in accor-

dance with stated objectives. The second 

part introduced a more in-depth perspective 

through case review, while the third part was 
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an evaluation of the effectiveness of legisla-

tive proposals from the perspective of parlia-

mentary consideration and decision-making.

Based on the audit findings, the over-

all assessment of legislative drafting at the 

Ministry of Social Affairs and Health is fair-

ly positive. The Ministry’s legislative work 

is demanding, as legislation in its adminis-

trative sector has significant impacts on citi-

zens, central and local government finances, 

and the social partners in the labour mar-

ket. The legislation drafted as well as the 

drafting procedures vary between the va-

rious departments of the Ministry, which in-

troduces a certain degree of difficulty to the 

management of legislative drafting. A func-

tioning and non-bureaucratic overall impres-

sion was nonetheless received of process ma-

nagement in drafting. As a rule, the Ministry 

also complies with the principles of good le-

gislative drafting determined by the Govern-

ment and the Ministry of Justice.

The most important shortcomings in the 

drafting process have to do with the scarci-

ty of available human resources and time. 

Drafting personnel often perceive the volu-

me of legislation to be drafted as excessive 

and the timetables as too tight. The timeta-

bles are largely dictated by the Government 

Programme, which determines the majority 

of the bills to be drafted during the govern-

ment term. Commissions outside the Govern-

ment Programme’s legislative agenda must 

also be carried out, however. The Ministry’s 

leadership should indeed pay attention to 

providing sufficient human resources and re-

asonable timetables for commissions beyond 

the scope of planned drafting work. This 

would foster both the wellbeing of drafting 

personnel and the quality of the work.

The Ministry has undertaken a range of 

measures, such as support to the performan-

ce of impact assessments, in order to syste-

matically develop the conditions for good le-

gislative drafting. In most cases, the drafting 

official has the support of a partner or wor-

king group, and the drafting proper may also 

be carried out in a working group. On the 

other hand, drafting officials may not recei-

ve adequate support from their immedia-

te supervisors as far as the progress of the 

drafting and content policy are concerned. 

Further support might be provided by incre-

asing the participation of supervisors in all 

stages of drafting.

The audit indicated that the document ma-

nagement software used at the Ministry fai-

led to provide adequate support for drafting. 

In future, the aim should be for the Govern-

ment to have a uniform workflow and do-

cument management system to support the 

drafting and implementation of legislation. 

Further steps should also be taken in utilising 

the websites of ministries to provide informa-

tion about legislative projects.

The audit found that the guidelines for 

legislative drafting officials serve the pre-

paration of Government proposals in terms 

of technical and systematic presentation. 

Despite improving readability and consisten-

cy, the guidelines nonetheless remain only 

one component in good legislative drafting. 

The problems with preparation or content 

are often unrelated to the guidelines or com-

pliance with them. Instead, they are more to 

do with the complexity of the Ministry’s ope-

rating environment and the related political 

priorities. In evaluating the quality of legisla-

tive drafting and legislation, attention should 

always be paid to the complexity of the field 

of activities and to the political guidance av-

ailable.

Legislation must make up a whole that is 

cohesive and consistent in terms of technical 

legal aspects, substance and impacts. This 

presents a particular challenge in the admi-
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nistrative sector of the Ministry of Social Af-

fairs and Health owing to the high number 

of bills as well as the degree of fragmenta-

tion of existing legislation and its constant 

state of flux.98 Audit findings indicated that 

clearly over half of all Government propo-

sals were approved without amendment in 

the 2007–2010 parliamentary sessions. When 

assessed as a whole, the amendments were 

fairly minor, although there were also consi-

derable needs for amendment in individual 

cases. Technical and other issues with bills 

were mostly seen in respect of extensive legi-

slative proposals. The committee counsels of 

Parliament nonetheless considered legislati-

ve drafting in the Ministry of Social Affairs 

and Health to be fairly good.

The audit findings indicate that the reaso-

ning of some of the bills prepared by the Mi-

nistry of Social Affairs and Health was ab-

sent, on occasion in material respects, or not 

comprehensive, while in other cases the re-

asoning put forward was erroneous or misle-

ading. The reasoning is of particular impor-

tance if for no other reason than to allow the 

need for regulation to be realistically apprai-

sed during drafting and parliamentary consi-

deration. Bills should regulate all key aspects 

of the matter in question.

In legislative drafting, attention must also 

be paid to the constitutionality of the bills 

and existing legislation as well as to entry-in-

to-force provisions and justification for enact-

ment procedure. Room for improvement can 

also be found in impact assessments. The-

se should be prepared comprehensively and 

with care, inclusive of uncertainty factors.

As the legislative body and the highest or-

gan of government, Parliament has a con-

stitutional right to obtain reliable and suffi-

ciently comprehensive information for deci-

sion-making purposes. This is accomplished 

when Parliament is given a true and fair view 

of the matter at hand and the circumstances 

impacting on decision-making to satisfy the 

needs of its legislative power and the weig-

hing of alternatives which this power entails. 

Such information should be provided to Par-

liament in the reasoning of Government pro-

posals.99 Circumstances impacting on the 

matter at hand and decision-making also in-

clude the impacts of and alternatives to re-

gulation.100

Should it become necessary to considera-

bly amend proposals at the committee sta-

ge in order to rectify legal technical mista-

kes and other deficiencies, the focus in the 

consideration of bills shifts from enactment 

to a continuation of drafting. The Ministry 

should ensure that sufficient resources are 

allocated and expertise directed to the pro-

blematic areas of legislative drafting. Besi-

des improving the drafting work of public 

officials, the political leadership of the Mi-

nistry should also commit to an open drafting 

procedure and ensure a disruption-free wor-

king environment especially at the final sta-

ges of the drafting. Attention in the audit was 

also paid to the requirements of Parliament 

being given adequate time to consider bills 

and of legislative proposals being submitted 

as complete wholes.

Benefits of the Government’s 
legislative agenda to better legislative 
policy yet to become visible

The purpose of the audit of the Governme-

nt’s legislative agenda is to determine if the 

agenda has helped improve the quality of le-

gislative drafting and legislation. Attention 

in the audit was paid to the preparation of 

the agenda, its contents and strategic linka-

ges, and its implementation and realisation.

Based on the audit findings, it appears the 
98  The same challenge has arisen also in respect of the Aliens Act, see National Audit Office performance audit report Work-based 
immigration (13/2012).

99 Report of the Parliamentary Audit Committee 4/2012, p. 9

100  The Impact Assessment Guidelines for legislative drafting and the diverse assessment of impacts and examination of regulatory 
alternatives required therein seek to realise Parliament’s need for information, see the Government Guidelines on Impact Assessment 
in Legislative Drafting, Ministry of Justice publication 2008:4.
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legislative projects included in the 2007 le-

gislative agenda were selected at random, 

and the agenda lacked both clear objectives 

and clear means of monitoring. The princip-

les of good legislative drafting outlined in 

2006 were not tangibly incorporated into the 

agenda. The use of abstract and partly in-

consistent terminology to express principles 

as well as legislative policy measures under-

mined the conditions for improving the qua-

lity of legislation. Moreover, the advantages 

of the actions required were emphasised at 

the expense of costs and other drawbacks. 

Cost/benefit analysis was lacking. A positi-

ve observation was the attention paid in the 

agenda to the administrative burden arising 

from legislation. The scope here was narrow, 

however, and failed to cover all costs ari-

sing from legislation and affecting economic 

growth and international competitiveness.

Particular attention in the audit was paid to 

the vagueness and non-commensurateness 

of the selection criteria employed when in-

cluding projects subject to special follow-up. 

Tax legislation, for example, was wholly un-

represented among the projects selected 

despite the justified assumption of such le-

gislation being of social and economic sig-

nificance. Neither was there a clear linkage 

between the legislative projects selected and 

the policy programmes and topics subject to 

special follow-up agreed in the Government 

Programme, which undermines the potential 

for using the legislative agenda as a tool for 

the implementation of the Government Pro-

gramme.

The legislative projects included in the 

2007 agenda also presented a fair amount of 

legal technical and even constitutional issues 

that necessitated rectification, to a varying 

degree, during parliamentary consideration. 

Tasks in the nature of legislative inspection 

should not be undertaken as a part of parlia-

mentary consideration, however.

The significance of following up the im-

pacts of legislation, especially in respect of 

new kinds of legislation, also came up during 

the audit. Materially divergent views as to 

the impacts of reform raised at the drafting 

stage are a compelling – yet far from being 

the only – argument for arranging follow-up. 

The manner in which follow-up is to be or-

ganised and implemented in practice should 

ideally be outlined already in the reasoning 

of the legislative proposal. Worthy of note is 

the fact that, although the projects of 2007 

were characterised as being subject to spe-

cial follow-up, their implementation noneth-

eless went without effective monitoring. This 

undermines the credibility of the legislative 

agenda, as do the failures in adhering to the 

timetables agreed for such legislative pro-

jects.

While the situation with the 2011 agen-

da was better in many respects, the link to 

the Effective Legislative Drafting project and 

its procedures remained unclear. An obvio-

us improvement over the 2007 agenda came 

from the legislative projects included in the 

agenda representing all three priority areas 

of the Programme of Prime Minister Katai-

nen’s Government.

According to the audit, the Unit of Legisla-

tive Inspection at the Ministry of Justice has 

been tasked with duties in monitoring impact 

assessments and legislative drafting guideli-

nes which it is incapable of performing with 

its current resources. Legislative inspection 

duties were scaled back in the Ministry’s new 

rules of procedure, which took effect in Mar-

ch 2012, the unit now having responsibility to 

verify that the structure of Government pro-

posals is consistent with the instructions iss-

ued by the Government.
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Better quality through legislative 
inspection and cooperation

The point of departure for the study on the 

effectiveness of legislative inspection was 

section 30 of the Government Rules of Pro-

cedure (Act 262/2003), according to which 

bills and draft decrees must be submitted to 

the Ministry of Justice for inspection. The re-

quirement does not apply to urgent legisla-

tive proposals, however. Inspection may also 

be foregone in respect of draft decrees of mi-

nor significance. Inspection in the Ministry 

of Justice is carried out by the Unit of Le-

gislative Inspection, whose role is to inspect 

the formulation of the statute. The activities 

of the Unit are therefore directly relevant to 

the quality of legislation. The purpose of the 

study was to examine the practical interpre-

tation of section 30 of the Government Rules 

of Procedure. Possible proposals for enhan-

cing the substance of statutes and, consequ-

ently, the activities of the Unit of Legislative 

Inspection were also examined.

The data set for the study comprised the 

Government Proposals inspected by the Unit 

of Legislative Inspection in the years 2009 

and 2010 as well as the list compiled in the 

Unit of the acts and decrees inspected and 

published in the Statute Book of Finland. 

The time frame examined in respect of in-

spected and uninspected statutes was 2007–

2010. The study also utilised interviews with 

the staff of the Unit of Legislative Inspection 

and questionnaires among law-drafting staff 

at ministries.

Under section 30 of the Government Ru-

les of Procedure, the submission of legis-

lative proposals for inspection is the rule, 

and non-inspection should therefore consti-

tute the exception. According to the statis-

tics compiled in the study, 86% of the acts 

published in the 2007–2010 electoral term 

were submitted to the Unit of Legislative In-

spection. The corresponding figure for decre-

es was only 26%. The decrees submitted for 

inspection break down as follows: Govern-

ment decrees 48%, presidential decrees 19% 

and ministerial decrees 16%. In other words, 

far fewer draft decrees than bills are inspec-

ted. The statistics allowed two typical cases 

to be determined among non-inspected stat-

utes. Firstly, more than 50% of acts enac-

ted to bring international treaties into for-

ce (blanket acts) and other acts concerning 

international treaties were left uninspected. 

On average, 20% of budgetary acts also went 

without inspection.

The responses to the questionnaire indi-

cated that the justifications of urgency and 

minor significance are given a narrow inter-

pretation. The urgency justification has been 

applied, for example, to certain budgeta-

ry legislation. With translation services and 

the Unit of Legislative Inspection alike over-

whelmed by the volume of legislative propo-

sals considered in connection with the bud-

get proposal, time does not allow the submis-

sion of all proposals for inspection. The ju-

stification of minor significance, meanwhile, 

has been applied in numerous circumstan-

ces. Firstly, amendments of a technical na-

ture to bills and draft decrees have consti-

tuted grounds for non-inspection. Secondly, 

blanket acts and decrees are seldom submit-

ted for inspection owing to the minor signifi-

cance of the matter. Thirdly, some ministeri-

al decrees were deemed to be of minor sig-

nificance and their inspection was therefore 

usually omitted.

Overall, the study indicates that the app-

lication of section 30 of the Government Ru-

les of Procedure is less comprehensive than 

the wording of the provision requires. In the 

interests of more efficient allocation of the 

resources of the Unit of Legislative Inspec-
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tion, the study suggests that the minor sig-

nificance justification could be amended to 

cover not only draft decrees but also blanket 

acts and acts concerning technical amend-

ments. A separate mention of ministerial de-

crees should also be incorporated into the 

provision. The rule could be for ministerial 

draft decrees to be exempt from submission 

to the Unit of Legislative Inspection except 

for decrees which are of significance in prin-

ciple. The propriety of proposed acts or de-

crees with regard to the hierarchy of legisla-

tion indicated in section 80 of the Constitu-

tion would therefore also in future come sub-

ject to review in legislative inspection.

In addition, greater attention in the acti-

vities of the Unit of Legislative Inspection 

could be paid to preliminary inspection, i.e. 

advisory services provided by the unit prior 

to submission of the actual proposed statu-

te. Preliminary inspection facilitates the actu-

al inspection, in addition to which in cases 

such as tripartite negotiations it provides the 

window during which any problematic iss-

ues with the legislative proposal may still be 

addressed. Increased communication with 

the Unit of Legislative Inspection would also 

be warranted at the committee stage in ca-

ses where legislative proposals are amended.

The study revealed that the inspections 

carried out by the Unit of Legislative Inspec-

tion are valued at the ministries and that the 

amendments proposed by the inspecting of-

ficials are taken seriously. In addition to the 

unit attending to the consistency and cohesi-

veness of the entire statute environment, its 

officials – who are not actual substantive ex-

perts in legislative proposals – also act as test 

subjects for the comprehensibility of propo-

sed legislation. The study gives rise to the 

collective finding of the inspections perfor-

med by the Unit having a direct effect of im-

proving the quality of legislation, as the fra-

mework of ordinary law drafting by the mi-

nistries does not cater for the build-up of ex-

pertise in legal writing and procedure held 

by the Unit.

The relevance of cooperation between the 

various ministries as well as between diffe-

rent professional groups within ministries to 

the quality of law drafting and the associa-

ted impact assessments has been highligh-

ted in general in the performance audits and 

fiscal policy audits performed by the Natio-

nal Audit Office. The significance of legis-

lative process management and cooperation 

between and within ministries to the quali-

ty of legislation has been touched upon in 

contexts including the audit of legislative 

process management included in the audit 

of the steering system in the administrative 

sector of the Ministry of Employment and the 

Economy and in the fiscal policy audit regar-

ding the reliability of the information pre-

sented to Parliament in parliamentary do-

cuments concerning the measures taken to 

ensure financial stability in the euro area.101

General and legislative process manage-

ment within and between ministries as well 

as appropriate resources and realistic time-

tables create the preconditions for coope-

ration which enhances quality. Bringing to-

gether expertise in different fields is of par-

ticular importance to proper impact assess-

ments. In matters related to the legislation 

and activities of the European Union, impact 

assessments need to be perceived as a conti-

nuation of the impact assessments presented 

in EU basic memoranda in connection with 

the procedure of considering Union matters 

101  National Audit Office performance audit report The steering system in the administrative sector of the Ministry of Employment 
and the Economy (234/2011).
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laid down in sections 96 and 97 of the Con-

stitution. The impact assessments already 

presented in the procedure of considering 

Union matters could justifiably be comple-

mented and expanded upon in the impact 

assessments related to preparations for im-

plementing national legislation and EU obli-

gations. Whenever possible, the same basic 

groupings and information structures should 

be employed in the impact assessment.

It is essential that a true and fair view 

of all circumstances and impacts materi-

al to the matter be presented to Parliame-

nt for its consideration of alternatives and 

decision-making, both in the procedure for 

considering Union matters and in national 

law drafting. Based on the audit findings, 

well-organised cooperation within and 

between ministries clearly improves the qu-

102  National Audit Office fiscal policy audit: Parliament’s access to information regarding financial stability arrangements in Europe 
(163/51/2012), partial audit report published in the National Audit Office’s separate report to Parliament on the audit of the final central 
government accounts for 2011 and the Report on the Final Central Government Accounts, R 14/2012, pp. 21–22 and 28–37

ality of law drafting and legislation especi-

ally in legislative projects involving difficult 

questions extending into impact assessment 

and more than one branch of law. According 

to the National Audit Office’s observations, 

issues such as cooperation between various 

experts within the Ministry of Finance and 

between the Ministry of Finance and the Mi-

nistry of Justice have improved the quality 

of parliamentary documents concerning fi-

nancial stability arrangements in the euro 

area.102The National Audit Office is of the 

view that cooperation both between ministri-

es and among the experts in different know-

ledge areas within ministries should indeed 

be enhanced in order to improve the quali-

ty of legislative drafting and assessment of 

impacts.
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8 Current state of central government 
finances and administration

Shortcomings in compliance with the 
budget

The National Audit Office submitted financi-

al audit reports for 86 agencies for fiscal year 

2011. This included 60 agencies that had 

been designated as accounting units by the 

Ministry of Finance and on this basis must 

prepare final accounts containing financial 

statements and a report on operations accor-

ding to the State Budget Decree. In addition 

the National Audit Office submitted financi-

al audit reports for 26 agencies that do not 

prepare final accounts but are operationally 

significant agencies for which a ministry has 

set performance targets and which are di-

rectly accountable to a ministry with regard 

to budget implementation and their operatio-

nal performance.

Financial audits for fiscal year 2011 revea-

led improper procedures in 14 accounting 

units and four other agencies that by themsel-

ves or together with other improper procedu-

res were considered contrary to the budget or 

key provisions concerning it to such a degree 

that a qualified opinion on regularity was in-

cluded in the financial audit report. In 2010 a 

qualified opinion on regularity was included 

in the financial audit report for 16 accounting 

units and five other agencies.

In 2011 the number of qualified opinions 

was three less than in 2010. As the cautions 

concerned several different matters, their 

number totalled nearly 40.

The most significant reasons for qualified 

opinions on regularity concerned the use of 

funds or budget authorisations contrary to the 

budget. Ten financial audit reports contained 

such cautions. Cautions in this category had 

to do with the application of an appropriation 

or budget authorisation for a purpose contra-

ry to the budget, the allocation of expenditu-

re contrary to the budget, the extension of an 

appropriation or budget authorisation in such 

a way that it signified the extension of its pe-

riod of use contrary to the budget, the recor-

ding of income in a gross budgeted expendi-

ture item or the exceeding of an appropria-

tion or budget authorisation. Almost 30 cau-

tions were issued in this category.

Shortcomings in arranging performance 

accounting and in presenting information 

concerning operational efficiency again led 

to cautions in a few financial audit reports. 

Shortcomings in the monitoring of the profi-

tability of chargeable activities or the presen-

tation of annual results for chargeable activi-

ties led to a qualified opinion on regularity 

in two financial audit reports. Shortcomings 

in other information concerning operational 

efficiency and the arranging of performance 

accounting were the reasons for cautions to 

six accounting units. Arranging performan-

ce accounting is the precondition particularly 

for presenting information concerning opera-

tional performance in final accounts. On the 

whole the situation has improved from the 

8.1 Compliance with the budget and related key 
provisions
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preceding years.

Qualified opinions on regularity generally 

concern specific areas of financial manage-

ment or individual procedures. Consequent-

ly the conclusion cannot be drawn that about 

one-fifth of the State’s financial management 

as a whole does not meet the requirement 

of regularity. Nor does a qualified opinion 

on regularity mean that an abuse of central 

government funds is involved. It should also 

be kept in mind when evaluating the signi-

ficance of a qualified opinion on regularity 

that agencies vary in size financially. A qua-

lified opinion on regularity should, however, 

always be regarded as a serious matter for the 

financial management of the agency in ques-

tion, and the purpose of financial audit is to 

report on procedures that signify a deviation 

from regular compliance with the budget.

It has been found on the basis of financial 

audits of agencies that attention still needs to 

be paid to the arrangement of internal control 

in accordance with section 24 b of the State 

Budget Act and the principles of good gover-

nance. In the opinion of the National Audit 

Office, special attention should be paid to ef-

ficient internal control methods and arrange-

ments and to preventing gaps in internal con-

trol. The State Budget Act and the State Bud-

get Decree should be supplemented so that 

provisions also support appropriate procedu-

res in operating models where responsibili-

ty for tasks has been divided among several 

actors.
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8.2 Obligation to provide information on measures 
taken as a result of remarks in audit reports

According to section 5(1) of the Act on the 

National Audit Office, an auditee and the 

ministry in whose sector the auditee is in-

cluded must inform the National Audit Of-

fice regarding what measures have been ta-

ken as a result of the remarks presented in 

an audit report.

Financial audit reports specify the remarks 

that require information on measures to-

gether with a deadline for providing infor-

TABLE 4: REMARKS IN FINANCIAL AuDIT REPORTS REQuIRING INFORMATION ON MEASuRES FOR                      
                FISCAL yEARS 2009–2011

Financial audit 
reports in

Remarks requiring information 
on measures in

2011  2009 2010 2011

Office of the President of the Republic 1

Prime Minister's Office 1

Administrative sector of the Ministry for Foreign Affairs 1 1 1 1

Administrative sector of the Ministry of Justice 2

Administrative sector of the Ministry of the Interior 7

Administrative sector of the Ministry of Defence 3 2

Administrative sector of the Ministry of Finance 15 2

Administrative sector of the Ministry of Education and Culture 7 3 1

Administrative sector of the Ministry of Agriculture and Forestry 9 1

Administrative sector of the Ministry of Transport and Communications 5 3 1 1

Administrative sector of the Ministry of Employment and the Economy 27 1 2 2

Administrative sector of the Ministry of Social Affairs and Health 5

Administrative sector of the Ministry of the Environment 3

 86 13 5 3

mation. The adequacy of measures is exami-

ned in conjunction with the next audit. Qu-

alified opinions on regularity generally also 

imply such an obligation, but information on 

measures can be required even if remarks 

have not led to a qualified opinion on regu-

larity.

Table 4 presents the breakdown of remarks 

requiring information on measures by admi-

nistrative sector over a three-year period.
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The number of remarks requiring informa-

tion on measures fell compared with the year 

before. Shortcomings in the arrangement of 

performance accounting and the presenta-

tion of information on operational efficiency 

led to remarks requiring information on me-

asures in three financial audit reports (4 in 

2010, 8 in 2009). Shortcomings in the use of 

appropriations or budget authorisations re-

sulted in remarks requiring information in 

two financial audit reports and those relating 

to internal control procedures in one financi-

al audit report.

The impact of the reporting requirements 

included in the previous year’s financial audit 

reports was examined in conjunction with 

the 2011 financial audits. A total of five go-

vernment agencies had been assigned with 

reporting requirements in financial audit re-

ports for the year 2010. The requirement was 

repeated fully or in part for three of these in 

2011 (3 in 2010, 7 in 2009).

In 2011 the Ministry of Education and 

Culture and the Ministry of Transport and 

Communications were cautioned in finan-

cial audit reports about budget procedures. 

Remarks concerned the allocation of certain 

transfers to the budget year and the entry of 

the purpose of use of appropriations into the 

budget. Cautions concerning budget proce-

dures were issued in two financial audit re-

ports in 2010.

Budgeting and budget authorisation mo-

nitoring concerning transport infrastructure 

projects

As part of  a compliance audit on the bud-

geting of authorisations and authorisation 

procedures covering the entire budget, the 

National Audit Office conducted an audit 

in the 2011–2012 auditing period of budge-

ting procedures concerning authorisations 

for transport infrastructure projects adminis-

tered by the Finnish Transport Agency, the 

monitoring of authorisations, control measu-

res for authorisation recording procedures 

and the correctness and adequacy of the in-

formation presented in the Finnish Transport 

Agency’s final accounts. A separate compli-

ance audit report 10/2012 was published on 

the audit.

It was found in the audit that in the budge-

ting, use and monitoring of authorisations for 

transport infrastructure projects and in the 

presentation in the final accounts, key provi-

sions and regulations concerning them have 

not been complied with.

The budget authorisation procedure is 

precisely regulated at the constitutional le-

vel. Its regular application ensures the exer-

cise of Parliament’s budgetary power so that 

Parliament maintains real decision-making 

power over central government expenditu-

re. If the budget authorisation procedure is 

de facto applied in a way that is contrary to 

provisions, administration does not have real 

authority granted by Parliament to make ag-

reements and commitments covering future 

years. In budgeting concerning transport in-

frastructure projects, challenges are posed by 

projects’ different funding solutions, the bro-

ad scope and long duration of projects, and 

index-linking. The budgeting of some pro-

jects does not correspond to the State’s real 

commitment or costs incurred by the State. 

The presentation of the use of authorisations 

and resulting costs in the budget should be 

clarified.

The audit also found that the Finnish 

Transport Agency has made agreements and 

orders using authorisations that have not 

been at its disposal when the orders or agre-

ements were made. Under section 10 of the 

State Budget Act, an authorisation may only 

be used during the financial year covered by 

the budget in which it is included. Some do-

cuments concerning the use of authorisations 
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have not been included in authorisation mo-

nitoring and the use of authorisations has not 

always been documented adequately. There 

are errors in the reporting on authorisations 

in the final accounts. Good financial manage-

ment requires the good management of au-

thorisations and other long-term agreements 

and commitments.
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8.3 Budgeting procedures

In 2011 the Ministry of Education and Cul-

ture and the Ministry of Transport and Com-

munications were cautioned in financial 

audit reports about budget procedures. Re-

marks concerned the allocation of certain 

transfers to the budget year and the entry of 

the purpose of use of appropriations into the 

budget. Cautions concerning budget proce-

dures were issued in two financial audit re-

ports in 2010.

Budgeting and budget authorisation mo-

nitoring concerning transport infrastructure 

projects

As part of  a compliance audit on the bud-

geting of authorisations and authorisation 

procedures covering the entire budget, the 

National Audit Office conducted an audit 

in the 2011–2012 auditing period of budge-

ting procedures concerning authorisations 

for transport infrastructure projects adminis-

tered by the Finnish Transport Agency, the 

monitoring of authorisations, control measu-

res for authorisation recording procedures 

and the correctness and adequacy of the in-

formation presented in the Finnish Transport 

Agency’s final accounts. A separate compli-

ance audit report 10/2012 was published on 

the audit.

It was found in the audit that in the budge-

ting, use and monitoring of authorisations for 

transport infrastructure projects and in the 

presentation in the final accounts, key provi-

sions and regulations concerning them have 

not been complied with.

The budget authorisation procedure is 

precisely regulated at the constitutional le-

vel. Its regular application ensures the exer-

cise of Parliament’s budgetary power so that 

Parliament maintains real decision-making 

power over central government expenditu-

re. If the budget authorisation procedure is 

de facto applied in a way that is contrary to 

provisions, administration does not have real 

authority granted by Parliament to make ag-

reements and commitments covering future 

years. In budgeting concerning transport in-

frastructure projects, challenges are posed by 

projects’ different funding solutions, the bro-

ad scope and long duration of projects, and 

index-linking. The budgeting of some pro-

jects does not correspond to the State’s real 

commitment or costs incurred by the State. 

The presentation of the use of authorisations 

and resulting costs in the budget should be 

clarified.

The audit also found that the Finnish 

Transport Agency has made agreements and 

orders using authorisations that have not 

been at its disposal when the orders or agre-

ements were made. Under section 10 of the 

State Budget Act, an authorisation may only 

be used during the financial year covered by 

the budget in which it is included. Some do-

cuments concerning the use of authorisations 

have not been included in authorisation mo-

nitoring and the use of authorisations has not 

always been documented adequately. There 

are errors in the reporting on authorisations 

in the final accounts. Good financial manage-

ment requires the good management of au-

thorisations and other long-term agreements 

and commitments.
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8.4 Accounting units’ financial statements

Table 5 presents information on remarks in 

financial audit reports concerning financi-

al statements over a three-year period. Sin-

ce 2010 the requirement set in section 21 of 

the State Budget Act that, in their final ac-

counts and reports on operations compiled in 

order to implement accountability, govern-

ment agencies must also provide true and 

fair information on their compliance with the 

budget, their revenues and expenditure and 

their financial position has, according to the 

State Budget Decree, only applied to agen-

cies that operate as accounting units on the 

basis of a decision issued by the Ministry of 

Finance.

Remarks concerning financial statements 

and their notes were included in 18 financial 

audit reports.

The budget outturn statement contains in-

formation on revenues and expenditure as 

well as information on budget authorisa-

tions and their use. Remarks regarding bud-

get outturn statements were issued to 13 ac-

counting units on the basis of financial audits 

for 2011, which is one less than the figure 

for 2010. Remarks concerned the use of an 

appropriation for a purpose contrary to the 

budget, the exceeding of appropriations, the 

recording of income in a gross budgeted ex-

penditure item and the allocation of expen-

diture in such a way that it signified the ex-

tension of the period of use of an appropria-

tion. Almost 30 cautions were issued in this 

category.

In 2011 budget authorisations were in use 

in 24 accounting units. Remarks concerning 

the presentation of information on budget 

authorisations or the use of authorisations 

were issued to five accounting units. Key rea-

sons were shortcomings in arranging the mo-

nitoring of authorisations. One agency was 

cautioned for exceeding an authorisation.

Two accounting units were cautioned con-

cerning their income and expenditure state-

ment and another two concerning their ba-

lance sheet. Remarks concerning the balance 

sheet had to do with the valuation of assets 

and its presentation in the balance sheet.

Differences in valuation principles, slack 

procedures in defining asset and capital 

items and determining their value, and gaps 

in the monitoring of fixed assets continue to 

weaken the usefulness of the balance sheet 

to some extent. Under section 66 a of the Sta-

te Budget Decree, fixed assets are entered in 

the balance sheet on the basis of the acqui-

sition cost, with further specification provi-

ded in the relevant State Treasury order. The 

inclusion of acquisition costs corresponding 

to funding received from external sources in 

some cases in the acquisition costs of the ba-

lance sheet forms an exception to the prin-

ciple laid down in the State Budget Decree 

whereby only costs incurred by the State are 

included in the acquisition cost, and guideli-

nes concerning this should be provided by 

taking into consideration in the State Bud-

get Decree the situations in which the prin-

ciple of using the acquisition cost as the basis 

can be deviated from in the final accounts of 

accounting units and, consequently, those of 

the central government.

Five accounting units were cautioned 

about shortcomings in notes to financial sta-
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tements. Financial audits particularly drew 

attention to information in notes that can be 

regarded as supplementing the information 

presented in financial statements in an es-

sential way, most importantly information 

TABLE 5:  ACCOuNTING uNITS CAuTIONED ABOuT FINANCIAL STATEMENTS

Number of remarks in

 2009 2010 2011

Budget outturn statement 19 14 13

Income and expenditure statement 4 2 2

Balance sheet 10 3 2

Notes to financial statements 5 5 6

Examination of financial statements

Approval of final accounts 2

concerning state securities and guarantees 

and other commitments. The financial audit 

reports for two accounting units contained 

remarks concerning the approval of final ac-

counts.
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8.5 Current state of internal control and risk 
management

Internal control has been evaluated in finan-

cial audits conducted by the National Audit 

Office using risk analysis and has been ex-

amined in connection with the audit of ac-

counting, the monitoring of budget autho-

risations and performance accounting both 

in the course of audits and separately in 

connection with other audits. Performance 

audits conducted by the National Audit Of-

fice have evaluated risks associated with ad-

ministrative steering systems and operatio-

nal chains and how these are managed as 

well as internal control particularly from the 

perspective of activities’ social effectiveness 

and performance as well as the presentation 

of a true and fair view of economy and ac-

tivities as a whole. Shortcomings that have 

been observed in steering, operational and 

reporting systems are also shortcomings in 

internal control and risk management at the 

Government and ministerial sector levels.

The transfer of funds between Finland 

and the European Union and the use of such 

funds is also examined as part of financial 

audit. Audits have drawn attention not only 

to the correctness of accounting and regula-

rity but also to the steering of activities and, 

in particular, various issues concerning the 

management of funds and the arranging of 

internal control. Audit positions have been 

reported to those accounting units that have 

been covered by audits or are responsible for 

correcting shortcomings.

Table 6 contains information in summary 

form describing the current state of internal 

control in administration.

On the basis of the number of agencies that 

have been cautioned with regard to internal 

control, the situation appears to have remai-

ned unchanged from the previous year as far 

as accounting is concerned. The share of ac-

counting units in which no essential shortco-

mings were observed in the internal control 

of accounting was 78% (80% of agencies in 

2010, 69% in 2009). Essential shortcomings 

in the internal control of accounting that re-

quired corrective measures were observed in 

13% of accounting units (14% of agencies in 

2010, 21% in 2009).

TABLE 6:  INTERNAL CONTROL IN FISCAL yEAR 2011 (AuTHORISATIONS IN 24 AGENCIES)

 Accounting Monitoring of 

authorisations

Performance 

accounting

Other internal 

control

a) no essential shortcomings 78% 79% 82% 80%

b) essential shortcomings, but corrective 
measures taken

8% 4% 2% 5%

c) essential shortcomings that required 
corrective measures

13% 17% 17% 15%
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As regards the monitoring of authorisa-

tions, essential shortcomings in internal con-

trol arrangements that required corrective 

measures were observed in 17% of accoun-

ting units with budget authorisations (26% 

of accounting units in 2010, 13% agencies in 

2009).

Key provisions concerning performance 

accounting can be found in section 16 of the 

State Budget Act. More detailed provisions 

are laid down in the State Budget Decree, 

which requires that agencies must arrange 

performance accounting along with other ac-

counting so that it produces the essential in-

formation required for their external steering 

as well as the information required in their fi-

nal accounts and report on operations.

With regard to performance accounting the 

situation in administration from the perspec-

tive of internal control appears to be roughly 

the same as the previous year. Financial 

audits observed essential shortcomings on 

the basis of which audit reports called for cor-

rective measures in 17% of accounting units 

(20% of accounting units in 2010, 22% of 

agencies in 2009). Shortcomings in accoun-

ting are also usually the reason for shortco-

mings in the presentation in reports on ope-

rations of true and fair information on eco-

nomy, productivity, the profitability of char-

geable activities and cost-effectiveness for 

jointly financed activities in most cases.

The financial rules that are required by the 

State Budget Decree are a key tool in the ar-

rangement of accounting units’ internal con-

trol. Financial audits for 2010 found that fi-

nancial rules were adequate in 88% of ac-

counting units (90% of accounting units in 

2010, 96% of accounting units in 2009).

According to the State Budget Decree, 

the report on operations must contain an as-

sessment of the regularity and adequacy of 

internal control and risk management to-

gether with a statement on the current state 

of internal control and essential developme-

nt needs in this respect. Financial audit re-

ports addressed remarks on this statement to 

two accounting units (3 accounting units in 

2010, 4 agencies in 2009). Remarks mainly 

concerned the preparation of the statement. 

Management has generally focused attention 

on the development and evaluation of inter-

nal control and risk management. Audits in-

dicated that essential differences still remain 

in procedures among agencies. Statements 

provide clear coverage of the current state of 

internal control and not only of areas being 

developed. Management’s responsibility for 

internal control should be underlined in sta-

tements. In statements and background me-

moranda, attention should be paid to conti-

nuity from year to year.

System audits

The main purpose of the system audits that 

are conducted in connection with financial 

audits is to ensure that key internal control 

procedures and information security arrang-

ements linked to systems and their operating 

environment are appropriate. System audits 

primarily examined financial administration 

systems and systems producing information 

for them as well as systems connected with 

their operating environment. A total of nine 

system audits were conducted during the 

2011 audit round.

Audits focused on one ministry, two agen-

cies and the Government Shared Services 

Centre for Finance and HR, which was the 

subject of three audits. One of these was a 

normal system audit concerning the accoun-

ting unit, while the other two, concerning 

systems administered by the Shared Servi-

ces Centre, approached the subject from the 

viewpoint of service provision for customer 

agencies and compliance.
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In addition to the above audits, two audits 

focused on agencies using the KIEKU in-

formation system and one on an agency 

launching the KIEKU system. In 2011 the 

National Audit Office obtained expertise and 

background information regarding the KIE-

KU system and monitored system launches.

Key matters that were examined in audits 

included risks associated with the use of sys-

tems and related management, controls, ac-

cess rights and other internal control proce-

dures. Arrangements and documentation re-

lating to information security and IT func-

tions and the organisation of information go-

vernment were also examined. In examining 

the Shared Services Centre’s systems from 

the viewpoint of the production of services, 

key matters regarded the coherence of pro-

cesses, access rights, controls and general 

information security arrangements, and the 

segregation and documentation of tasks, pro-

cedures and responsibilities.

Key audit findings concerned the mana-

gement and control of access rights, segre-

gation and organisation of tasks and the di-

vision of labour, logical protection, the cla-

rification of responsibilities and monitoring 

procedures, methods descriptions and do-

cumentation, contracts and information secu-

rity documents. Audit findings were reported 

in connection with financial audits. Key fin-

dings of audits concerning the Government 

Shared Services Centre for Finance and HR 

were also reported in conjunction with the 

compliance audit of the Centre

Internal audit

According to the State Budget Decree, the 

management of a government agency must 

arrange internal audit if there are grounds 

for this in view of the internal control pro-

cedures required in sections 69 and 69 a of 

the Decree. The purpose of internal audit is 

to allow management to determine whether 

internal control is appropriate and adequa-

te and to perform the audit tasks specified 

by management. The arranging of internal 

audit must be in line with general standards 

and recommendations. Internal audit proce-

dures and internal audit’s status in the orga-

nisation are prescribed in internal audit gui-

delines.

According to financial audits for 2011, in-

ternal audit was arranged by 40 or 67% of ac-

counting units (75% of agencies in 2010, 61% 

of agencies in 2009).

Measured in person-years, internal audit 

appears to have remained unchanged com-

pared with the previous years. Internal audit 

required about 99 person-years in 2011 (97 

person-years in 2009 and 2010). Outsour-

ced services accounted for around 10 per-

son-years of the total (8 person-years in 2010, 

11 person-years in 2009). Among the accoun-

ting units that carried out their own internal 

audits in 2011, the input of internal audit 

using their own personnel was around one 

person-year or less in 17 accounting units (15 

accounting units in 2010, 19 accounting units 

in 2009). 

Internal audit guidelines were considered 

appropriate in 39 accounting units or 98% 

those accounting units that had internal audit 

(75% of agencies in 2010, 97% in 2009).

Arrangement of internal control for 
service processes provided by the 
Finnish Government Shared Services 
Centre for Finance and HR

The arrangement of HR and financial admi-

nistration processes provided by the Finnish 

Government Shared Services Centre for Fi-

nance and HR and its regularity were audi-

ted in a compliance audit conducted by the 
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National Audit Office in 2010 and 2011. The 

audit covered the Shared Services Centre 

and its customer agencies. A separate com-

pliance audit report 7/2012 has been provi-

ded on the audit.

The audit found that the provision and ar-

rangement of HR and financial administra-

tion tasks transferred to the Shared Services 

Centre and the arrangement of internal con-

trol of key information systems has not in all 

respects been in compliance. In practice con-

fusion in the propriety and adequacy of inter-

nal control and responsibility for arranging 

internal control has resulted from the respon-

sibility prescribed in the State Budget Act 

and Decree being viewed as agency-specific 

and being ultimately up to the management 

of customer agencies alone. The Act and De-

cree should more clearly recognise the Sha-

red Services Centre as a key actor in arrang-

ing the internal control of the State’s HR and 

financial administration processes.

The determination of responsibility for in-

ternal control on the basis of agency structure 

does not support the requirements regarding 

process-based activities in the most efficient 

way. Central government finances and sta-

te administration subordinate to the Govern-

ment ultimately form a whole, and risks, risk 

management and internal control procedu-

res should be examined from the viewpoint 

of the objectives and interests of this whole. 

Internal control should be arranged with the 

whole consisting of the HR and financial ad-

ministration process in mind. This can help 

avoid gaps and overlaps in the arrangement 

of internal control. Key provisions concerning 

the arrangement of internal control should be 

developed so that different ways of arranging 

HR and financial administration tasks are ta-

ken into consideration. At the same time the 

role of the service agreement in delegating 

responsibility for internal control and arran-

ging related tasks should also be strengthe-

ned.

Internal control has been arranged proper-

ly only if all parties act according to agreed 

responsibilities. The service agreement alone 

cannot create sufficient prerequisites for the 

arrangement of proper internal control as the 

division of responsibilities between the par-

ties takes place at a very general level. The 

risk of differing methods and lack of control 

is increased by processes where the perfor-

mance of functions and the practical instruc-

tions for internal control and the steering ef-

fect of the automated controls of information 

systems is not sufficient. On the basis of the 

audit, the National Audit Office recommends 

the adequate documentation of HR and fi-

nancial administration process functions as 

well as related risk management elements 

and internal control measures in key do-

cuments guiding activities. The developme-

nt of internal control and risk management 

should also be supported through the central 

government’s shared steering.

Outsourcing of functions emphasises the 

importance of the functioning of service pro-

vision information systems and automated 

controls. From the viewpoint of the efficien-

cy of internal control and functions, the in-

formation systems and their automated con-

trols used by the Shared Services Centre in 

service provision do not in all respects sup-

port the centralisation of HR and financial 

administration functions in the Shared Ser-

vices Centre.

Attention must also be paid to the informa-

tion security of systems used in the perfor-

mance of tasks and the overall information 

security arrangements of the Shared Services 

Centre. Uniformity regarding information se-

curity has not been achieved in all processes 

and customer environments.
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8.6 State of the management and supervision of Eu 
funds in Finland in 2011

According to the principle of equal protec-

tion, as part of performance audit, financi-

al audit and compliance audit the National 

Audit Office examines the transfers, mana-

gement and supervision of EU funds in the 

same scope and according to the same prin-

ciples and procedures that apply to national 

funds. The National Audit Office does not 

use statistical monetary unit sampling and 

so it is not possible to assess the amount of 

monetary misstatement on this basis.

In addition to the regularity of accounting 

and the legality of activities, financial audits 

conducted by the National Audit Office pay 

attention to appropriate steering and, in par-

ticular, various issues regarding the mana-

gement of funds and the arranging of inter-

nal control. The main emphasis in financi-

al audits is on auditing internal control ac-

cording to budget legislation using analyti-

cal means. In some cases audits have also 

included the limited testing of key controls. 

Performance audits conducted by the Natio-

nal Audit Office focus on the effectiveness 

of measures financed entirely or partly with 

EU funds.

Financial audits concerning aid to projects 

and undertakings funded fully or in part from 

the Rural Development Fund were conduc-

ted on the Centre for Economic Developme-

nt, Transport and the Environment for North 

Ostrobothnia and the Agency for Rural Af-

fairs. With regard to the European Regio-

nal Development Fund (ERDF), an audit of 

the transfer of EU funds and internal control 

focused on the Centre for Economic Deve-

lopment, Transport and the Environment for 

Satakunta. An audit relating to the Europe-

an Social Fund focused on the Ministry of 

Employment and the Economy.

The National Audit Office’s audits of aid 

to projects and undertakings co-funded from 

the Rural Development Fund paid attention 

to the procedures relating to recording of 

technical assistance and self-produced pro-

jects at Centres for Economic Development, 

Transport and the Environment. There have 

been shortcomings in the recording procedu-

re as regards the recognition of the Centres’ 

consumption expenditure under accounts 

30.10.61 (EU contribution to rural develop-

ment, variable appropriation) and 30.10.62 

(State funding contribution to rural deve-

lopment co-funded by the EU). As regards 

the Centres’ self-produced projects, audits 

also paid attention to entry of other funding 

in the budget in accordance with the prin-

ciple of matching revenue with expenditure. 

The audit of the Agency for Rural Affairs re-

commended that the Agency check the pro-

cessing of advances paid by action groups in 

the making of payments. In the coming pro-

gramming period it would be justifiable to 

handle any advances paid by action groups 

more transparently in national provisions. 

The audit found that national working hours 

monitoring at Centres for Economic Deve-

lopment, Transport and the Environment did 

not sufficiently support the internal control of 

technical assistance because the launch took 

place at the end of the year.

The audit of ERDF funds found individu-

al shortcomings in the verification of costs 

in the verification of eligibility of expenditu-

re. Otherwise the audit found that the eligi-

bility of costs had been appropriately ensu-

red using accounting printouts and other do-

cuments in conjunction with each payment 
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instalment. Measures taken to ensure the eli-

gibility of costs were also documented appro-

priately at the payment stage.

The audit of European Social Fund (ESF) 

funds covered the functionality as regards 

decision processing of the EURA 2007 sys-

tem used in the administration of structural 

fund tasks to ensure the national maximum 

amounts of funding are not exceeded. The 

audit provided several recommendations to 

avoid the recurrence of the shortcomings 

and defects. The audit detected some deci-

sions where the maximum contribution had 

been exceeded without providing an appro-

priate justification. These were noteworthy 

from the viewpoint of compliance with legis-

lation, although they were not large in terms 

of amount.

It was found in the financial audit of the 

Finnish National Board of Education (FNBE) 

that information in certain budget items, 

such as item 32.50.64 (EU and national fi-

nancing for EU structural fund programmes 

during the 2007–2013 programming period) 

concerning available authorisations and use 

of authorisations did not contain expenditu-

re for the entire project duration. Authorisa-

tion usage (€9.6 million) in 2011 did not co-

ver the entire amount to which a commitment 

was made. As procedures had been similar in 

preceding years, the renewed authorisation 

(€7.1 million) and unused authorisation (€4.6 

million) were based on corresponding recog-

nition procedures. The procedures were to do 

with the practices and recognition guidelines 

of the Ministry of Employment and the Eco-

nomy.

The audit of the FNBE recommended that 

procedures be changed in a manner whereby 

the full amount to which a commitment has 

been made for the budget year be recognised 

as authorisation usage in projects. The bud-

geting of authorisations should also be amen-

ded accordingly. Attendance to this will re-

quire measures by the Ministry of Employ-

ment and the Environment. The National 

Audit Office has produced Compliance Audit 

Report 1/2011 on Finnish Regional Councils 

as managers of EU funds, which covers cor-

responding issues relating to the use and mo-

nitoring of budget authorisations.

Financial audits concerning EU funds did 

not reveal any other material shortcomings 

relating to internal control in the audited en-

tities.

In fiscal year 2011, performance audits 

were conducted on the utilisation of the 

European Globalisation Adjustment Fund 

(EGF)100 to provide support in abrupt structu-

ral change. In its audit report on supporting 

areas of abrupt structural change (2/2012), 

the National Audit Office paid attention to 

Finland having applied for EU EGF funding 

for only one case in 2007 although the EGF 

had provided financing for similar structu-

ral change taking place in other EU Member 

States. A total of €330.1 million has been paid 

out from the EGF for 74 different projects. 

With applications accepted and under consi-

deration included, the average amount of 

EGF funding amounts to €4,716 per person. 

Following the audit, the Ministry of Employ-

ment and the Economy launched the process 

to apply for EGF funding for support measu-

res for employees made redundant at the No-

kia Salo facility

103  The European Globalisation Adjustment Fund (EGF) was established by Regulation (EC) No 1927/2006 of the European Parli-
ament and of the Council in 2006. The purpose of the EGF is to provide support to workers primarily in areas and sectors that suffer 
from the globalisation of the economy.
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 Year Year Year 
 2009 2010 2011

a) no essential shortcomings 59% 67% 50%

b) essential shortcomings, but  
corrective measures taken  6% 13%

c) essential shortcomings that  
required corrective measures 41% 28% 38%

State aids are a major expenditure category 

in the budget, and provisions concerning the 

granting, payment and application of state 

aids are laid down in various acts. Internal 

control is tasked with ensuring the regulari-

ty of state aid procedures.

In connection with financial audits the Na-

tional Audit Office examined state aid proce-

dures in eight accounting units. Findings re-

garding the internal control of state aids can 

be broken down as follows:

In 2011 financial audits focusing on state 

aids were conducted in 17 accounting units 

or agencies. It can be stated on the basis of 

audits conducted in recent years that agen-

cies have paid attention to administrative 

procedures concerning state aids. Neverth-

eless, one in two audits conducted in 2011 

found such shortcomings in internal control 

that require measures to be taken. Most of 

these are to do with individual shortcomings 

in administrative processes relating to issues 

including segregation of tasks, information 

systems, clarity of provisions and correctness 

and sufficiency of information used as a basis 

for state aid decisions.

Funding from betting and lottery 
proceeds to promote sports and 
physical education, science, the arts 
and youth work

The aim of the compliance audit of funding 

from betting and lottery proceeds to promote 

sports and physical education, science, the 

arts and youth work was to examine whether 

legislation and guidelines had been com-

plied with in granting and paying funds and 

recovery of funds and whether the internal 

control of the funding process had been pro-

perly arranged and whether funds had been 

used for the purpose for which they were 

granted and whether true and fair informa-

tion had been provided on the use of funds. 

A separate compliance audit report 14/2012 

has been provided on the audit.

The audit pertained to discretionary go-

vernment transfers granted from lottery pro-

ceeds and administered by the Ministry of 

Education and Culture. Transfers administe-

red by the Ministry of Education and Culture 

have been granted to final recipients in four 

ways. The Ministry has granted funds direct-

ly to the final recipient or the ministry has al-

located funds to another central governme-

nt authority, which has granted funds, or the 

Ministry has granted funds to an association 

or foundation, which has granted funds to the 

final recipient on the basis of authority pres-

cribed in legislation (government aid autho-

rity), or the Ministry has granted funds to an 

association or foundation, which has trans-

ferred funds to the final recipient on the ba-

sis of section 7(2) of the Act on Discretionary 

Government Transfers.

8.7 State of the management and supervision of Eu 
funds in Finland in 2011
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In 2011 funding covered by the audit 

amounted to €309.4 million, of which around 

76% was granted to non-profit organisations. 

Local authorities were granted around 12% 

and businesses 9% of the funding. The audit 

examined the different systems so that the 

purposes for which proceeds from money lot-

teries, pools and betting are used under sec-

tion 17 of the Lotteries Act (1047/2001) were 

all covered comprehensively.

The audit found that the Ministry of Educa-

tion and Culture had not complied with legis-

lation and guidelines concerning the funding 

process in all respects. One shortcoming was 

that the Ministry had not taken care of the 

proper and adequate monitoring of grants as 

required by section 5 of the Act on Discre-

tionary Government Transfers. Furthermore, 

the Ministry of Education and Culture had, 

contrary to section 12 of the Act on Discretio-

nary Government Transfers, often paid funds 

in a manner that is unnecessarily frontloaded 

and has taken place before the costs funded 

have been incurred.

According to the audit, such shortcomings 

relating to decision procedures, the monito-

ring of the use of funds and the payment of 

funds were found in the arrangement of the 

internal control of the funding process that 

require appropriate measures to be taken by 

the Ministry of Education and Culture.

The audit also found that the Ministry’s 

funding decisions and the standard terms 

and restrictions appended thereto have not 

set requirements for the monitoring of the 

use of funds and the provision of information 

on the use of funds in a sufficiently unam-

biguous way. During the course of the audit 

the Ministry has revised standard terms and 

restrictions, but these should be further de-

veloped taking into consideration the short-

comings noted in the audit report.

The Ministry of Education and Culture has 

delegated the power to authorise discretio-

nary government transfers increasingly ex-

tensively to associations and foundations on 

the basis of section 7(2) of the Act on Dis-

cretionary Government Transfers. The most 

important delegations in terms of amount 

of money as well as procedures were based 

on the additional entry as revenue of lottery 

proceeds included in the 2010 supplementa-

ry budget, of which a total of €12.6 million 

was allocated for youth employment under a 

variety of employment subsidy models. With 

recipients further granting funding, the gran-

ting process has involved extensive discre-

tion as regards the granting of funds and de 

facto exercise of public powers. The problem 

is that under section 124 of the Constitution 

of Finland (731/1999), public administrative 

tasks may only be delegated to others than 

public authorities by an Act or by virtue of 

an Act. According to section 124, however, 

tasks involving significant exercise of public 

powers may only be delegated to public au-

thorities. As the Act on the Public Employ-

ment Service (1295/2002) contains specific 

provisions on employment subsidy, the sub-

sidy practices involving less strict terms used 

in the granting of funding were not regarded 

as appropriate on the basis of the audit.

According to section of the Lotteries Act, 

the Government may decide to leave undist-

ributed a minimum of 20% of the appropria-

tions referred to in section 18 each year. The 

undistributed amount must be distributed 

within five years. On the basis of the audit 

the risk whereby a considerable increase 

in the annual amount of funding appropri-

ation may result in the inappropriate use or 

accumulation of funding should be pointed 

out. Therefore it is recommended that section 

21 of the Lotteries Act be applied in a manner 
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whereby, regardless of the profit made by the 

Finnish National Lottery for an individual ac-

counting period, the total volume of funding 

granted from lottery proceeds be maintained 

at a constant level.

Discretionary government transfers gran-

ted from lottery proceeds are primarily go-

verned by the Act on Discretionary Govern-

ment Transfers (688/2001). As regards the 

use of transfers and the monitoring of trans-

fers use, the Act on Discretionary Governme-

nt Transfers differs materially from the provi-

sions of the Act on Slot Machine Funding As-

sistance (1056/2001). According to the Act on 

Slot Machine Funding Assistance, funds may 

only be used for purposes in accordance with 

the funding decision and, if the purpose of 

use is not specified in the decision, the funds 

must be used for the purpose specified in the 

application. The audit of funding from slot 

machine proceeds conducted in 2011 found 

that the purpose of use is specified briefly in 

funding decisions and that applications for 

funding did not always specify the purpose of 

use unambiguously enough. The audit also 

revealed cases where the textual parts of the 

funding decision and the funding application 

were in conflict with each other. The Act on 

Discretionary Government Transfers states 

unambiguously that discretionary govern-

ment transfers may only be used for the pur-

pose stated in the discretionary government 

transfer decision. The Act on Slot Machine 

Funding Assistance lays down more speci-

fic provisions about acceptable costs that for 

funding provided from lottery proceeds are 

specified in the terms of the funding decision. 

Under the Act on Slot Machine Funding As-

sistance, targeted operations funding may 

only be used for separate costs arising from 

the funded activity less separate operational 

income. The audit conducted in 2011 showed 

that the specification, verification and inter-

pretation of separate costs have proven to be 

difficult and require special monitoring. Ac-

cording to the standard terms and restrictions 

applied to special funding granted by the Mi-

nistry of Education and Culture, special fun-

ding may be used for costs arising from the 

funded activity. Consequently, funding may 

be also be used for other separate costs if the-

re is a causal connection to the funded acti-

vity. It can be stated on the basis of the audit 

that organisations funded by the Ministry of 

Education and Culture have, as a rule, app-

lied the general allocation principles well 

and that there are considerable differences 

between the Ministry’s units as regards the 

approval of general costs.

Unlike the Act on Discretionary Govern-

ment Transfers, the Act on Slot Machine Fun-

ding Assistance lays down provisions con-

cerning accounting and audits. According to 

the Act on Slot Machine Funding Assistan-

ce, accounting must take place not only as 

laid down in the Accounting Act but also in 

a manner enabling the reliable monitoring of 

funding use on the basis of accounting do-

cuments. As regards funding provided by the 

Ministry of Education and Culture, the con-

nection between the monitoring of funding 

use and accounting is formed under the stan-

dard terms and restrictions for special fun-

ding that were specified further at the end 

of 2011.

The Ministry of Education and Culture 

does not provide funding recipients with fi-

nancial guidance like the Slot Machine Asso-

ciation does. The Ministry of Education and 

Culture does not inspect funding recipients 

with the exception of individual cases. The 

Slot Machine Association conducts several 

dozens of inspection visits every year.
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8.8 Current state of central government procurement

According to the information in the central 

government accounts, central government 

procurements totalled about €6.0 billion in 

2011, including €0.5 billion in procurements 

of fixed assets. The National Audit Office 

has strived to correct shortcomings in procu-

rement activities by focusing audits on pro-

curements of both goods and services and by 

examining all stages of the procurement pro-

cess.

In 2010 the National Audit Office condu-

cted an extensive compliance audit concer-

ning compliance with the joint procurement 

obligation referred to in section 22 of the Sta-

te Budget Act.

Procurement procedures were examined in 

conjunction with the financial audits of th-

ree accounting units in 2011. Of those three 

agencies, one was found to have such short-

comings that require measures by the agen-

cy. The shortcomings were to do with procu-

rement procedure and documentation.

In addition to auditing, the National Audit 

Office has, through its expert activity, sought 

to promote good attendance to procurement 

by, for example, organising an ICT procure-

ment forum in cooperation with the Ministry 

of Finance.
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8.9 Abuses and complaints regarding the management 
of central government finances and reports of 
abuses

The National Audit Office makes sure 
abuses are handled efficiently in state 
administration

Abuses come to the attention of the National 

Audit Office on the basis of its audit activi-

ties or reports of abuses under section 16 of 

the Act on the National Audit Office, accor-

ding to which a state authority, agency, bu-

siness enterprise or state fund must immedi-

ately report any abuse of funds or property 

which it manages or for which it is respon-

sible to the National Audit Office.

On the basis of reports as well as other in-

formation that comes to light in audits, the 

National Audit Office monitors and considers 

abuses in administration together with their 

consequences for central government finan-

ces and measures to prevent abuses. On the 

basis of the monitoring of abuses, the thres-

hold for authorities to report an offence or re-

quest an investigation concerning abuses in-

volving their own activities can in some ca-

ses be considered too high. Requests for an 

investigation and other appropriate measu-

res after abuses have been observed should 

be viewed as part of efficient internal control.

In 2011 government agencies filed 22 re-

ports concerning abuses as required by law 

(20 in 2010). Government agencies also sub-

mitted 13 other reports of abuses to the Na-

tional Audit Office in 2011 (6 in 2010). These 

involved abuses that agencies are not requi-

red by law to report to the National Audit Of-

fice, but which agencies chose to report no-

netheless. These cases have generally con-

cerned non-compliance with rules by reci-

pients of state aids. Reports of abuses have 

been divided among several different admi-

nistrative sectors.

The National Audit Office must report any 

offence that it observes in its audit activities 

involving funds or property which a state au-

thority, agency, business enterprise or state 

fund manages or for which it is responsible, 

unless the auditee has made a report or the 

offence can be regarded as negligible consi-

dering the circumstances.

The National Audit Office did not report 

any offences in 2011. Due to findings obtai-

ned in conjunction with the financial audit of 

a central government agency, the National 

Audit Office required that the agency submit 

a report of an offence as required by section 

17(1) of the Act on the National Audit Offi-

ce as there was reason to suspect that cer-

tain public officials employed by the agen-

cy had committed an offence in public office. 

The agency reported the matter to the Police. 

The District Court found one person guilty 

of fraud and another accessory to fraud but 

excepted both from penalties as the right to 

prosecute had already become time-barred. 

One of the accused was, however, sentenced 

to pay damages to the State.

In another case the director-general of a 

central government agency was suspected of 

committing means of payment fraud by mi-

susing the State’s credit card. The National 

Audit Office required that the agency sub-

mit a report of an offence. The District Court 

sentenced the public official to a fine for vio-

lation of official duty and means of payment 

fraud. The public official has paid back the 
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unlawfully obtained funds. 

The Ministry of Employment and the Eco-

nomy and the Agency for Rural Affairs, 

which administer EU aids, also submit co-

pies of their reports to the European Union 

on the monitoring of aids under Commission 

regulations to the National Audit Office. Re-

ports are made for each structural fund quar-

terly. The National Audit Office received 43 

such reports for 2011 (34 reports for 2010). 

The figure includes both new and follow-up 

reports.

The Ministry of Employment and the 

Economy has submitted reports to the Na-

tional Audit Office on irregularities invol-

ving the European Regional Development 

Fund (ERDF) and the European Social Fund 

(ESF) under Commission Regulation (EC) No 

1828/2006, amended by Commission Regula-

tion (EC) No 846/2009 and (EC) No 832/2010.

The National Audit Office received 13 

reports concerning the ERDF (6 for 2010). 

Five of these were new and eight were fol-

low-up reports. The amount of funds in ques-

tion ranged from €25,244 to €387,264 (from 

€36,391 to €252,288 for 2010).

The National Audit Office received eight 

reports concerning the ESF (3 for 2010). Six 

of these were new and two were follow-up 

reports. The amount of funds in question 

ranged from €17,772 to €114,949 (from €0 to 

€35,994 for 2010).

The Agency for Rural Affairs submitted 22 

reports to the National Audit Office for 2011 

(25 for 2010) on the basis of Commission Re-

gulation (EC) No 1828/2006 and (EC) No 

1681/94, amended by Commission Regula-

tion (EC) No 2035/05. This included nine new 

reports and 13 follow-up reports. The amount 

of funds in question ranged from €11,385 to 

€200,000 (€6,754 to €244,050 for 2010).

Reports of abuses and reports of irregula-

rities to the EU tell something about the cur-

rent state of internal control. The aim is to 

prevent abuses by emphasising the impor-

tance of internal control in agencies. Accor-

ding to section 65 of the State Budget De-

cree, an accounting unit’s report on opera-

tions must include a statement regarding the 

assessment of internal control and essenti-

al developmental needs in this area. It must 

also include information on errors and abuses 

in summary form.

Representatives of the National Audit Offi-

ce participated in a Nordic expert conferen-

ce themed on abuse. The topics covered the 

country-specific situation concerning abu-

se and the supreme audit institutions' (SAIs) 

concrete response measures. Special atten-

tion was paid to the application of the ISSAI 

standards and the abuse-related standards 

included in them by the Nordic SAIs.

One in five complaints leads to 
measures

Anyone who suspects irregularities or im-

proprieties in the management of central 

government finances can submit a compla-

int to the National Audit Office. Complaints 

can be submitted in a matter that concerns 

the complainant, on behalf of another per-

son or together with other persons. Compla-

ints must pertain to past activities or events. 

The National Audit Office’s scope of activi-

ty does not cover advance financial control. 

Therefore the National Audit Office will not 

attend to complaints pertaining merely to 

how a matter should be organised in the fu-

ture or what the politically appropriate app-

roach would be.

The National Audit Office received 67 

complaints during the year. The figure the 

previous year was 48. Complaints were sub-

mitted by private individuals as well as or-
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ganisations. In their opinion a body falling 

within the National Audit Office’s mandate 

had acted irregularly or improperly. Compla-

ints were broken down fairly evenly between 

different sectors that fall within the National 

Audit Office’s mandate. They concerned go-

vernment agencies, recipients of state aids, 

state-owned companies and the use of EU 

funds.

The National Audit Office does not investi-

gate a complaint if the matter is more than 

five years old unless there are special rea-

sons to do so. The agency has also received 

numerous enquiries regarding what authori-

ty citizens can turn to for redress. If a matter 

does not fall within the National Audit Offi-

ce’s mandate, it strives to direct citizens to 

the appropriate authority or body.

In investigating complaints, the National 

Audit Office has requested further informa-

tion from the authority in question if neces-

sary. Around 40% of complaints did not re-

quire measures by the National Audit Office. 

Around 25% of complaints concerned mat-

ters that do not fall within the National Audit 

Office’s mandate. Such complaints often re-

garded the finances or activities of local au-

thorities or the Social Insurance Institution of 

Finland (Kela). In decisions regarding com-

plaints that were issued during the reporting 

year, the National Audit Office noted in 

about 15% of cases that the matter had been 

examined or would be examined in conjunc-

tion with an audit. In about 10% of cases the 

National Audit Office called for an agency 

to take corrective measures to eliminate an 

irregularity or impropriety. Roughly 10% of 

complaints were forwarded to another body, 

often a ministry, to resolve. In such cases the 

ministry was asked to report what measures 

it has taken as a result of the complaint. The 

following paragraphs present summaries of 

four complaint matters that had broader sig-

nificance

River Tenojoki fishing compensations 
unpaid for 20 years

The act on compensation for losses arising 

from the agreement on River Tenojoki fish-

ing regulations and certain stipulations of 

the regulations has been in force since 1991. 

According to the act, fishing rights holders 

are to be paid full compensation if the fish-

ing regulations prevent them from exerci-

sing their fishing rights or considerably res-

trict their opportunity to exercise this right. 

The compensation is paid from central go-

vernment funds. Compensation matters 

are decided upon under a separate survey, 

applications for which are submitted to the 

District Survey Office. According to the com-

plaint, these compensations have remained 

unpaid for more than 20 years. A written 

question on the same topic was also submit-

ted in Parliament to the Government in 2010.

In its decision concerning the complaint, 

the National Audit Office paid attention to 

the fact that the act concerning Tenojoki Ri-

ver fishing compensations has been in for-

ce for more than 20 years and the central 

government’s liability for compensation ex-

tends to 1972. All compensations for this pe-

riod of around 40 years remain unpaid. The-

re are no calculations by authorities availa-

ble on the size of this expenditure, but the 

amount of compensation, including interest, 

will be considerable. The delay in the imple-

mentation of the act on the Tenojoki River 

fishing compensations has resulted from le-

gal cadastral surveys still remaining incom-

pleted and related legal proceedings.

No compensations under the act on Teno-

joki River fishing compensations have been 

paid so far. The National Audit Office re-

gards the current situation as unreasonable 

from the viewpoints of citizens’ legal protec-

tion as well as the central government pay-

ment obligation.
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Considering the points presented above 

and the fact that the preparation of the act 

was initially launched as a result of a letter to 

the Government submitted by the Chancellor 

of Justice in 1979, the National Audit Office 

also sent its decision to the Chancellor of Jus-

tice for information and possible measures.

Relocation of the management and 
headquarters of the Finnish Forest 
Research Institute to Joensuu

In October 2011 the Government issued an 

order for the management and around 25 

members of headquarters staff of the Finnish 

Forest Research Institute to move to Joensuu, 

eastern Finland, by the beginning of 2014. 

According to the complaint, this resolution 

was not based on careful assessments and 

consideration required by regionalisation 

decisions. A decision was made to relocate 

the Finnish Forest Research Institute to Jo-

ensuu without an assessment or analysis ba-

sed on the development needs of forest rese-

arch and forest-based industries. The deci-

sion came as a total surprise to the Institute. 

The presentation memorandum of the Go-

vernment resolution presents a group of ju-

stifications for the relocation decision which, 

according to the complaint, are not accurate.

The Parliamentary Audit Committee iss-

ued its statement about the regionalisation 

of central government functions in 2011 and 

sent the statement to the Government for 

consideration.

The starting points and objectives of the 

regionalisation of government premises were 

as such supported by the Committee. Accor-

ding to the Committee, the problems en-

countered in regionalisation had been partly 

caused by shortcomings in the steering and 

monitoring of regionalisation projects. The 

Committee found that the original key objec-

tive of regionalisation had been to increase 

the efficiency of regional policy and promo-

te the country’s balanced regional develop-

ment. There has, however, been a focus on 

Southern Finland in regionalisation measu-

res. This has been due to regionalisation ha-

ving to a large extent progressed on the ba-

sis of ministries’ individual decisions without 

any more comprehensive coordination or ste-

ering. In the Committee’s opinion the State’s 

aim should be to strengthen, through its own 

measures, the capacities of the least success-

ful regions in particular.

In its report to the Audit Committee, the 

Government promised to also pay attention 

to the reduction of transitional problems and 

issues including the better assessment and 

monitoring of human resources impacts. The 

Committee regarded it as important that the 

State be an exemplary employer and follow 

the principles of good human resources poli-

cy in organisational transitions.

In its decision regarding the complaint, the 

National Audit Office found that the Ministry 

of Agriculture and Forestry and the Finnish 

Forest Research Institute must, when pre-

paring and implementing the relocation of 

the management and headquarters of the 

Finnish Forest Research Institute to Joensuu, 

comply with the above-mentioned operating 

principles that were required from the Go-

vernment by the Parliamentary Audit Com-

mittee.
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External evaluation to take place on 
the Tax Administration’s electronic 
services

A complaint drew attention to the increa-

sed number and complexity of enterprise 

reporting and the increased complexity of 

identification brought about by the Tax Ad-

ministration’s switch from the TYVI identifi-

cation to the KATSO identification system. 

The KATSO service was regarded as clumsy 

by the complaint. A written question on the 

matter was also submitted in Parliament to 

the Government in 2010.

Provisions concerning the supply of 

electronic services are laid down in the Act 

on Electronic Services and Communication 

in the Public Sector. According to the Act, au-

thorities must ensure that services are techni-

cally as compatible and user-friendly as pos-

sible from their customers’ point of view.

In its decision concerning the complaint, 

the National Audit Office found that the Tax 

Administration must ensure its service laun-

ches take place in stages and allowing suffi-

cient transitional periods. Sufficient measu-

res must be taken to prepare for peak peri-

ods in service usage, taking into considera-

tion issues relating to customers’ legal pro-

tection, particularly as regards compliance 

with statutory time limits and the issue of 

possible sanctions. The National Audit Offi-

ce found that that the administration of TYVI 

services has not been arranged appropriately 

either. Consequently, the Ministry of Finance 

should conduct a legality assessment regar-

ding TYVI activities and take any measures 

necessary.

The National Audit Office required that 

the Ministry of Finance inform the Office 

about the measures taken by it to rectify the 

shortcomings observed in the Tax Adminis-

tration’s activities and to solve the problems 

found in the administration of TYVI services.

In its reply the Ministry of Finance infor-

med the National Audit Office as regards the 

shortcomings found in the administration of 

TYVI services that the Ministry will request 

a statement by an independent party con-

cerning the legality of the administration of 

TYVI activities. The Ministry also informed 

that it will commission a usability assessment 

(user friendliness) of the KATSO identifica-

tion system in 2012. The KATSO system will 

be developed further on the basis of the as-

sessment.

Non-compliance with the Act on 
Public Contracts

According to a complaint submitted to the 

National Audit Office, the National Board of 

Antiquities purchased the supervision of pri-

soner work at the Häme Castle from a pri-

vate enterprise without using a competitive 

bidding procedure. The National Audit Offi-

ce found in its decision concerning the com-

plaint that the National Board of Antiquities 

did not conduct a competitive bidding pro-

cedure on the procurement contract in ac-

cordance with the Act on Public Contracts. 

Instead, it used a direct award.

The National Audit Office emphasised that 

the National Board of Antiquities must ensu-

re it operates in compliance with the Act on 

Public Contracts and that projects are sub-

jected to competitive bidding as laid down 

in the Act. The purpose of the Act on Public 

Contracts is to increase the efficiency of the 

use of public funds, promote high-quality 

procurement and safeguard equal opportu-

nities for companies and other communities 

in offering service contracts under competiti-

ve bidding for public procurement. Coopera-

tion between the National Board of Antiqui-

ties and the Criminal Sanctions Agency must 

also be arranged in compliance with the pro-

visions of the Act.
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9 Key audit findings by administrative 
sector

9.1 Office of the President of the Republic

Current state of administration on the 
basis of audits

The Office of the President of the Republic 

operates as a single accounting unit.

According to the financial audit report, the 

Office of the President of the Republic com-

plied with the budget and the key provisions 

regarding it. The information describing ope-

rational efficiency presented in the final ac-

counts was considered true and fair.
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9.2 Prime Minister’s Office

Current state of administration on the 
basis of audits

The Prime Minister’s Office operates as a 

single accounting unit.

The Prime Minister’s Office did not set tar-

gets regarding economy and productivity but 

the operational efficiency information pre-

sented on these in the final accounts was no-

netheless considered true and fair.

Certain shortcomings in internal control 

having to do with the arrangement of per-

formance accounting and requiring correcti-

ve measures were discovered in connection 

with the financial audit of the Prime Minis-

ter’s Office.

The finance policy audit Commitments to 

the euro area’s financial stability arrange-

ments (4/2012) concerned the administrative 

sector of the Prime Minister’s Office.
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9.3 Administrative sector of the Ministry for Foreign 
Affairs

Current state of administration on the 
basis of audits

The administrative sector of the Ministry for 

Foreign Affairs operates as a single accoun-

ting unit.

A qualified opinion on regularity that was 

included in the financial audit report for the 

Ministry for Foreign Affairs concerned the 

arrangement of performance accounting. 

The shortcomings in performance accounting 

also led to remarks requiring information.

The Ministry for Foreign Affairs did not set 

targets regarding economy and productivity 

and the information about operational effi-

ciency presented in the report on operations 

was not true and fair.

Certain shortcomings in internal control 

requiring corrective measures were disco-

vered in the financial audit of the Ministry 

for Foreign Affairs. The shortcomings had to 

do with the arrangement of performance ac-

counting and certain balancing procedures 

in bookkeeping.

The performance audit Humanitarian aid 

(8/2012) concerned the administrative sector 

of the Ministry for Foreign Affairs.

Humanitarian aid

The objective of the audit was to examine 

the administration of humanitarian aid at the 

Ministry for Foreign Affairs, the connection 

between humanitarian aid and other deve-

lopment cooperation, Finland’s influence in 

the international humanitarian aid system, 

and the results and impacts of humanitari-

an aid.

About 15 billion US dollars is spent on in-

ternational humanitarian aid activities an-

nually. In recent years Finland has provided 

€70–90 million a year in humanitarian aid, 

equal to roughly 10% of appropriations for 

development cooperation.

The audit indicates that the administration 

of Finland’s humanitarian aid at the Ministry 

for Foreign Affairs has been arranged pro-

perly for the most part. There is room for im-

provement, however, in the Ministry’s inter-

nal processes, aid guidelines, agreements re-

gulating the use of aid, and the monitoring of 

the use of aid.

In the view of the National Audit Office, 

Finland’s activities to influence internatio-

nal humanitarian aid efforts have been ener-

getic and competent. Aid organisations and 

the donor community mainly have a positive 

picture of Finland as a donor and humanita-

rian actor.

One of the means for improving the effec-

tiveness of aid and the achievement of sus-

tainable development is to reinforce the link 

between humanitarian aid, crisis preven-

tion and development measures. In order to 

further develop the entire humanitarian aid 

system and the activities of individual aid or-

ganisations, international humanitarian aid 

evaluations should be made more effective 

and the evaluation results should be better 

utilised.

113



9.4 Administrative sector of the Ministry of Justice

Current state of administration on the 
basis of audits

The accounting units in the administrative 

sector of the Ministry of Justice are the Mi-

nistry and the Criminal Sanctions Agency.

Targets regarding economy and productivity 

were set for both the Ministry and the Crimi-

nal Sanctions Agency. In the financial audit, 

the information regarding operational effi-

ciency that was presented in the report on 

operations was also considered true and fair 

in respect of both.

The performance audit reported above in 

Chapter 7, Legislative drafting in the Mi-

nistry of Social Affairs and Health (12/2012), 

concerned in part also the administrative se-

ctor of the Ministry of Justice.
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9.5 Administrative sector of the Ministry of the 
Interior

Current state of administration on the basis 

of audits

The accounting units active in the admi-

nistrative sector of the Ministry of the Interi-

or in 2011 were the Ministry and the Natio-

nal Police Board.

In addition to the Ministry and the National 

Police Board, the National Audit Office also 

issued financial audit reports for fiscal 2011 

on five other agencies.

The targets regarding economy and pro-

ductivity that were set by the Ministry of the 

Interior were considered adequate in respect 

of both the Ministry and the National Poli-

ce Board. The information presented on eco-

nomy and chargeable activities in respect of 

both was considered true and fair. The infor-

mation on productivity included in the final 

accounts of the Ministry was considered true 

and fair.

Evaluating the current state of performan-

ce guidance in the administrative sector of 

the Ministry of the Interior on the basis of the 

setting of performance targets regarding eco-

nomy and productivity and the presentation 

of true and fair information in final accounts 

in this respect, steered on the basis of suffi-

cient economy and productivity targets, only 

the Ministry was considered to be an accoun-

ting unit reporting true and fair information.

The financial audit of the National Poli-

ce Board found shortcomings in the internal 

control of certain financial and human re-

sources service processes in respect of which 

the National Police Board should take correc-

tive measures.

A follow-up of the performance audit Sha-

red Service Centre of the Ministry of the In-

terior (187/2009) concerned the Ministry’s 

administrative sector. The audit, completed 

in spring 2009, found that the establishment 

of the Shared Service Centre of the Ministry 

of the Interior had succeeded reasonably 

well when examined from the viewpoint of 

the service centre. The Shared Service Cen-

tre was set up on a relatively fast timetable 

and with consideration to the requirements 

of relocation policy. The Shared Service Cen-

tre had successfully improved the efficiency 

of the financial and human resources admi-

nistration services it provides by increasing 

productivity in the handling of purchase in-

voices and payroll accounting, among other 

things, and had provided services in an eco-

nomical manner.

In its audit, the National Audit Office re-

commended identification of process owners 

in financial and human resources adminis-

tration, preparation of a set of performance 

indicators for the service centre, and moni-

toring of the person-years committed to fi-

nancial and human resources administration. 

Based on the audit, it appeared that many 

of the processes at the Shared Service Cen-

tre of the Ministry of the Interior were still in 

a transitional phase, with work measured in 

person-years having shifted at agencies from 

substance units to the finance unit but only to 

a lesser degree to the service centre. Overall, 

the person-years committed to the accounts 

payable process in State financial and human 

resources administration had decreased by 

only very little and had actually increased in 

the travel expense report process. The Natio-

115



nal Audit Office held that further developme-

nt efforts should be targeted to high-volume 

processes and process components. 

Based on information obtained for fol-

low-up purposes, the development of per-

son-years in financial and human resources 

administration has been monitored, process 

ownerships have been decided, and perfor-

mance indicators have been set for service 

centre activities. The amount of person-years 

committed to the processes of highest volume 

had also been brought down between 2008 

and 2010. With regard to payroll and remu-

neration accounting, the activities of State 

financial and human resources administra-

tion have also rated well in national bench-

marking. An equivalent examination reveals 

the productivity of payables handling to re-

main poor. Based on the studies, the share 

of work performed by the service centre va-

ried among administrative sectors in a range 

of 7–21%, which may be taken to illustrate 

the different extents to which client agen-

cies had assigned duties to the service cen-

tre. Owing to the low percentage shares and 

their high variation, it would be vital to de-

termine the grounds on which client agenci-

es have retained the performance of financi-

al and human resources administration dut-

ies as well as the sufficiency and propriety of 

such grounds, taking into account the objec-

tives set for consolidating State financial and 

human resources administration duties.
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9.6 Administrative sector of the Ministry of Defence

Current state of administration on the 
basis of audits

The accounting units in the administrati-

ve sector of the Ministry of Defence in 2011 

were the Ministry, the Defence Forces and 

the Construction Establishment of the De-

fence Administration.

A qualified opinion on regularity that was 

included in the financial audit report for the 

Ministry of Defence concerned the monito-

ring of the profitability of chargeable activi-

ties and the presentation of annual results for 

chargeable activities as well as the arrange-

ment of performance accounting.

Financial audits found that adequate tar-

gets regarding economy had been set for the 

Ministry and the Construction Establishment 

of the Defence Administration. Productivity 

targets were considered adequate for the De-

fence Forces and the Construction Establish-

ment of the Defence Administration. 

The information concerning economy and 

productivity presented in the final accounts 

were considered true and fair not only in re-

spect of the Ministry but also the Construc-

tion Establishment of the Defence Adminis-

tration. Chargeable activities are pursued by 

the Defence Forces and by the Construction 

Establishment of the Defence Administra-

tion, and the latter was found to have pre-

sented true and fair information about these 

in its final accounts.

Evaluating the current state of performan-

ce guidance in the administrative sector of 

the Ministry of Defence with regard to the 

setting of performance targets regarding eco-

nomy and the presentation of true and fair 

information in final accounts in this respect, 

in the financial audits the Ministry of Defen-

ce and the Construction Establishment of the 

Defence Administration were found to have 

received adequate target-based steering and 

presented true and fair information.

The performance audit Management of 

premises in the Defence Administration 

(3/2012) concerned the administrative sector 

of the Ministry of Defence.

Management of premises in the Defence 

Administration

The audit sought to determine whether the 

management of the premises used by the De-

fence Administration had been effective and 

economical since the 2003 real estate reform. 

The Defence Administration’s premises and 

real estate costs covered by the state budget 

totalled about €230 million in 2010, equal to 

roughly 10% of total expenditure in the ad-

ministrative sector. On the basis of the audit, 

the premises can be deemed reasonably well 

to have supported the activities carried out 

in them. The audit revealed the degree of 

economic steering in the Defence Adminis-

tration’s premises management to be fairly 

low, however.  

In the triple net rent model employed, Se-

nate Properties is responsible for basic repair 

and renovation work and the Construction 

Establishment of Defence Administration for 

annual maintenance work. This permits a 

conflict of interest to arise between the parti-

es as to sufficient level of maintenance. Due 

to factors including pressures to economise 

in central government finances, maintenan-
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ce has fallen short of the desired level. This 

may result in repairs and renovations having 

to be moved forward. 

If an adequate level of maintenance is not 

reached in the near future, in the opinion of 

the National Audit Office there are grounds 

to shift to a rental system or steering that 

pays more attention to economy viewpoints 

and in which the level of maintenance and 

economy are better attended to. This would 

mean rearranging the tasks, administrative 

position and organisation of the Construction 

Establishment of Defence Administration. In 

any case, the economic steering of the De-

fence Administration’s premises manage-

ment needs to be strengthened by means in-

cluding more detailed determination of both 

adequate level of maintenance and volume 

of unperformed repairs on buildings, i.e. re-

pair backlog.
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9.7 Administrative sector of the Ministry of Finance

Current state of administration on the 
basis of audits

The administrative sector of the Ministry of 

Finance included nine accounting units as 

well as the Ministry in 2011. Among the-

se, the National Board of Taxes and Finnish 

Customs are key collectors of central go-

vernment revenues. The other accounting 

units in the administrative sector are the Sta-

te Treasury, Statistics Finland, the Govern-

ment Shared Services Centre for Finance 

and HR, the Government Institute for Eco-

nomic Research, the Regional State Admi-

nistrative Agency for Southern Finland, the 

State Department of Åland and the Popula-

tion Register Centre.

The National Audit Office issued financial 

audit reports for fiscal 2011 on nine accoun-

ting units and five Regional State Adminis-

trative Agencies as well as the Ministry.

A qualified opinion on regularity was in-

cluded in two financial audit reports in the 

administrative sector. The qualified opinion 

on regularity that was included in the finan-

cial audit report for the Ministry of Finance 

concerned the arrangement of performance 

accounting.

The qualified opinion on regularity that 

was included in the financial audit report 

for Finnish Customs concerned the monito-

ring of the profitability of chargeable activi-

ties and the presentation of annual results for 

chargeable activities as well as the arrang-

ement of performance accounting and the 

preparation of balance sheet specifications 

in confirmation of the final accounts.

On the basis of the financial audits, the 

National Audit Office estimates that the Mi-

nistry of Finance approved adequate targets 

regarding economy only for the Tax Adminis-

tration, Finnish Customs and Statistics Fin-

land. Targets regarding productivity were li-

kewise deemed adequate only in respect of 

Finnish Customs, the Tax Administration and 

Statistics Finland.

Information on economy was considered 

true and fair for all accounting units in the 

administrative sector except for the State De-

partment of Åland. Information on producti-

vity was considered true and fair for all ac-

counting units in the administrative sector 

except for the Ministry and the State Depart-

ment of Åland. Seven of the eight accoun-

ting units which pursue chargeable activities 

were found to have presented true and fair 

information on these in their final accounts.

Evaluating the current state of performan-

ce guidance in the administrative sector of 

the Ministry of Finance on the basis of the 

setting of performance targets regarding eco-

nomy and productivity and the presentation 

of true and fair information in final accounts 

in this respect, three accounting units in the 

administrative sector of the Ministry of Fi-

nance received adequate target-based ste-

ering and presented true and fair informa-

tion on economy and productivity, namely 

the National Board of Customs, the Tax Ad-

ministration and Statistics Finland.

In the administrative sector of the Ministry 

of Finance, financial audits found shortco-

mings in financial rules in one accounting 

unit. In addition to the ministry, five agencies 
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were found to have shortcomings in internal 

control that required corrective measures. 

The key shortcomings concerned accounting 

and performance accounting as well as the 

monitoring of budget authorisations.

The compliance audit of the internal con-

trol of human resources and financial admi-

nistration processes performed by the Shared 

Services Centre (7/2012), addressed above in 

Chapter 8, concerned the administrative se-

ctor of the Ministry of Finance.

The administrative sector of the Ministry 

of Finance was also the subject of the perfor-

mance audit Sickness absences and their mo-

nitoring in state administration (5/2012) and 

the fiscal policy audit Commitments to the 

euro area’s financial stability arrangements 

(4/2012).

Sickness absences and their 
monitoring in state administration

In state administration, the total costs of sick-

ness absences came to nearly €260 million in 

2009, and they took up about four per cent of 

working time. 

Based on the audit, monitoring data on 

sickness absences are a significant sup-

port for management at central governme-

nt agencies, but the data has not been utili-

sed adequately. Sickness absence monitoring 

methods should indeed be developed for gre-

ater ease of use and reliability, with attention 

also paid to user training.

A problem coming to light in the audit was 

return to work after a lengthy absence, a de-

manding situation both for the person who 

has been ill and for the workplace commu-

nity. Organisations should have in place ag-

reed-upon procedures to support return to 

work. Partial sickness allowance could of-

ten provide a workable solution although, to 

date, it has been little used. 

The National Audit Office recommends 

that central government agencies take a 

more in-depth look at sickness absences in 

their own organisation and examine poten-

tial solutions suited to their particular needs. 

Occupational health services could serve as a 

strategic partner in this undertaking.

In discussing sickness absences it is im-

portant to remember that an employee’s ill-

ness must be dealt with in the required man-

ner and recovery often necessitates the kind 

of rest that is incompatible with continued 

work. 

Commitments to the euro area’s 
financial stability arrangements

In the year under review, Fiscal Policy Audit 

evaluated the reporting of commitments to 

the euro area’s financial stability arrange-

ments and of State liabilities in the report 

on the audit of final central government ac-

counts (audit report 4/12 concerning com-

mitments to the euro area’s financial stability 

arrangements and the separate report on the 

audit of the Report on the Final Central Go-

vernment Accounts, R 14/2012). Information 

on commitments that are not included in the 

State’s balance sheet (government guarante-

es, pledges and other commitments) is pre-

sented in Note 12 in the Report on the Final 

Central Government Accounts. The amount 

of the State’s commitments rose markedly 

in 2010 as a result of the euro area’s finan-

cial stability arrangements. If these commit-

ments fall due for payment, they will have to 

be financed out of the budget. 

The State’s commitments may have bud-

get impacts for years to come or may tie bud-

get funds only years from now. Consequent-

ly, in addition to the usefulness of the Report 
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on the Final Central Government Accounts, 

Parliament’s fiscal power can be considered 

to require that reporting should indicate the 

amount of liabilities actually taken on by the 

State. The point of departure in the audit was 

to determine whether current reporting prac-

tice provides a true and fair view of the Sta-

te’s commitments as well as risks related to 

their materialisation. 

The audit focused on reporting concerning 

financial liabilities incurred by the Finnish 

State as a result of the euro area’s financial 

stability arrangements in the Report on the 

Final Central Government Accounts. 

For an outsider looking at the final ac-

counts to be able to form a true picture of the 

financial position of a reporting body, it is vi-

tal to obtain information on risks and what 

steps have been taken to mitigate them.

In the opinion of the National Audit Offi-

ce, the case of the EFSF shows that numeri-

cal data alone are not enough to provide true 

and fair information on the size and binding 

character of complicated financial liabilities. 

The content of verbal information and the 

way in which it is presented should support 

information that is provided in table form, for 

example by describing the nature and bin-

ding character of exposures in a standardi-

sed way.

The ongoing fiscal policy audit evaluates 

the reliability of the information supplied to 

Parliament in the reasoning of the Govern-

ment proposal and in the national prepa-

ration procedures for Union matters and in 

other parliamentary documents. The audit 

also evaluates whether Parliament is given 

an overall view of the matters essential to 

their decision-making and the circumstan-

ces impacting on such matters. The findings 

in respect of spring 2012 were reported to 

Parliament in the separate report R 14/2012. 

According to the findings, the information 

in the Government proposal concerning the 

approval of the ESM agreement was free of 

material misstatement regarding Finland’s 

commitments and risks.
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9.8 Administrative sector of the Ministry of Education 
and Culture

Current state of administration on the 
basis of audits

The administrative sector of the Ministry of 

Education and Culture included six accoun-

ting units as well as the Ministry in 2011. 

The National Audit Office issued audit re-

ports for fiscal 2011 on seven accounting 

units in the administrative sector.

A qualified opinion on regularity was in-

cluded in the financial audit reports for two 

accounting units. The reasons for qualified 

opinions on regularity were failure to comply 

with the budget in the use of budget authori-

sation and allocation of expenses to the fiscal 

year. The allocation of expenses to the fiscal 

year also meant an extension of the period of 

availability of the appropriation contrary to 

the State Budget Act.

According to the financial audits, the Mi-

nistry of Education and Culture did not set 

adequate targets regarding economy and 

productivity for the agencies in its adminis-

trative sector. Targets regarding economy 

were still considered adequate only in the 

audits of the Academy of Finland, the Natio-

nal Board of Antiquities and the Finnish Na-

tional Gallery. Targets regarding productivity 

were considered adequate only with regard 

to the Governing Body of Suomenlinna.

Information on economy presented in the 

final accounts was considered true and fair in 

all accounting units in the administrative se-

ctor except the Ministry. Information on pro-

ductivity was considered true and fair in all 

accounting units except the Ministry and the 

Governing Body of Suomenlinna. True and 

fair information on their chargeable activi-

ties and the annual results of these was pre-

sented by six of the seven accounting units 

which pursue such activities.

Evaluating the current state of performan-

ce guidance in the administrative sector of 

the Ministry of Education and Culture on the 

basis of the setting of performance targets 

and the presentation of true and fair infor-

mation in final accounts in this respect, per-

formance guidance in respect of economy 

has been implemented in only three accoun-

ting units.

Three agencies in the administrative se-

ctor of the Ministry of Education and Culture 

were found to have shortcomings in internal 

control that required corrective measures. 

These concerned the management and ar-

rangement of bookkeeping and performan-

ce accounting.

The administrative sector of the Ministry of 

Education and Culture was the subject of the 

compliance audits Funding from betting and 

lottery proceeds to promote sports and phy-

sical education, science, the arts and youth 

work (14/2012) reported in Chapter 8.7 and 

The payment of state matching funds to uni-

versities (9/2012) concerning the capitalisa-

tion of universities, as well as the performan-

ce audit Structural arrangements in secon-

dary education (11/2012), which is reported 

above in Chapter 4.
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Capitalisation of universities

The compliance audit regarding the capi-

talisation of universities (9/2012) concerned 

the matching funds paid to universities by 

the State, which are based on the amount of 

capital donations collected by universities. 

With the State having paid universities over 

€733 million in matching funds and capita-

lising universities by a total of €836 million, 

matching funds are a financially substanti-

al item.

The objective of the audit was to examine 

the regularity of the capital collection proce-

dures which influence the size of matching 

funds, the propriety of the monitoring of the 

grounds for payment, the nature of the col-

lected capital as genuine and new private 

capital according to requirements, and the 

propriety of the information provided on col-

lected private funding. The audit was con-

ducted in both foundation universities, ten 

public corporation universities and the Mi-

nistry of Education and Culture. 

The audit found that universities’ capital 

collection has been a long and multi-stage 

decision-making process that in most res-

pects has been carried out properly. In evalu-

ating the nature of donations on the basis of 

relevant documentation, the audit noneth-

eless found that universities have received 

in the form of matching funds from the State, 

contrary to the budget and decisions, unjust 

enrichment whose total amount is difficult to 

estimate due to the openness to interpreta-

tion of the conditions for collecting capital. 

Universities have received matching funds 

for donations that contain conditions or app-

lication purposes as well as donations made 

in a form other than money. The definition 

of genuine and new private capital has va-

ried over the course of the collection of capi-

tal which started in 2008 and to some extent 

remains ongoing.

The Ministry of Education and Culture has 

not provided universities with guidelines on 

the collection permit procedure or with a 

deed of donation template that would have 

unequivocally satisfied the conditions for re-

ceiving matching funds. When the collection 

of capital began in 2008, the Ministry infor-

med universities that they were to supply 

the Ministry, by 15 January 2011, with co-

pies – inclusive of necessary supplementary 

information – of any deeds of donation, de-

cisions or bank transfers which they wished 

to be taken into account when deciding on 

State’s financial investments. The Ministry 

abandoned the requirement of supplying 

documents, however, and called for univer-

sities’ own auditors to ensure that donations 

qualified for matching funds.

The matching fund notifications from uni-

versities to the Ministry of Education and 

Culture have been made according to diffe-

rent principles and contain numerous contri-

butions which under decisions and guideli-

nes do not qualify for matching funds or have 

been insufficiently documented. The control 

of grounds for payment has also been defi-

cient in the Ministry of Education and Cultu-

re as well as in the universities.

Since capital collection documents have 

not had to be supplied to the Ministry of Edu-

cation and Culture, the Ministry has not been 

aware of the effect of universities’ different 

interpretations concerning eligibility for mat-

ching funds. According to the audit findings, 

this has resulted in the unequal treatment of 

universities in decision-making.

The National Audit Office considers that in 

bringing capital collection to a close, the Mi-

nistry of Education and Culture should ensu-

re universities’ equal treatment throughout 

the entire capital collection period. The Mi-

nistry should also ensure the recovery of any 

unjust enrichment received by universities 

from the State.
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9.9 Administrative sector of the Ministry of 
Agriculture and Forestry

Current state of administration on the 
basis of audits

The administrative sector of the Ministry of 

Agriculture and Forestry included six ac-

counting units as well as the Ministry in 

2011. In addition to these, the National Audit 

Office also issued financial audit reports on 

the Agency for Rural Affairs and the Infor-

mation Centre of the Ministry of Agricultu-

re and Forestry.

Qualified opinions on regularity in the fi-

nancial audit reports for the Ministry of Ag-

riculture and Forestry and MTT Agrifood Re-

search Finland concerned the allocation of 

expenses to the fiscal year and the applica-

tion of funds contrary to the budget.

In the financial audits, the targets regar-

ding economy approved by the Ministry 

were deemed adequate for all except the Mi-

nistry and the objectives regarding producti-

vity for three agencies. The information that 

was presented on economy as well as on pro-

ductivity was considered true and fair in fi-

nancial audits for the Ministry as well as all 

the accounting units in the administrative se-

ctor. True and fair information on their char-

geable activities was presented by six of the 

seven accounting units which pursue such 

activities.

Evaluating the current state of performan-

ce guidance on the basis of the setting of per-

formance targets regarding economy and the 

presentation of true and fair information in 

final accounts in this respect, the accounting 

units in the administrative sector of the Mi-

nistry of Agriculture and Forestry received 

adequate target-based steering and supplied 

true and fair information with the exception 

of the Ministry. With regard to productivity, 

only three accounting units received adequ-

ate target-based steering and supplied true 

and fair information.
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9.10  Administrative sector of the Ministry of Transport 
and Communications

Current state of administration on the 
basis of audits

The administrative sector of the Ministry of 

Transport and Communications included 

four accounting units as well as the Ministry 

in 2011.

Remarks in financial audits in the admi-

nistrative sector of the Ministry of Transport 

and Communications led to a qualified opi-

nion on regularity for the Finnish Transport 

Agency and the Finnish Communications 

Regulatory Authority. The qualified opini-

on included in the financial audit report for 

the Finnish Transport Agency concerned not 

only several procedures that were contrary to 

the budget and the State Budget Act, but also 

the de facto exceeding of a budget authorisa-

tion and appropriation and the arrangement 

of performance accounting. The qualified 

opinion included in the financial audit report 

for the Finnish Communications Regulatory 

Authority concerned the use of funds contra-

ry to the budget.

The remarks requiring information in-

cluded in the financial audit report for the 

Finnish Transport Agency concerned measu-

res necessitated by compliance with the bud-

get and the key provisions concerning it as 

well as by shortcomings in internal control.

In the financial audits, the objectives re-

garding economy were considered adequa-

te for the Finnish Transport Agency and the 

Finnish Communications Regulatory Autho-

rity while those regarding productivity were 

considered adequate for the Ministry as well 

as all agencies in the administrative sector. 

Information on economy was considered true 

and fair in the Ministry and all accounting 

units except for the Finnish Transport Agen-

cy. Information on productivity was conside-

red true and fair in the Ministry and all ac-

counting units in the administrative sector. 

Information on chargeable activities was 

considered true and fair in all accounting 

units in the administrative sector which pur-

sue such activities with the exception of the 

Finnish Transport Agency.

Evaluating the current state of performan-

ce guidance in the administrative sector of 

the Ministry of Transport and Communica-

tions on the basis of the setting of performan-

ce targets regarding economy and the pre-

sentation of true and fair information in fi-

nal accounts in this respect, only the Finnish 

Communications Regulatory Authority re-

ceived adequate target-based steering and 

supplied true and fair information on eco-

nomy. With regard to productivity, the audit 

indicates that performance guidance evalua-

ted thusly is effective in all accounting units 

in the administrative sector.

In the administrative sector of the Ministry 

of Transport and Communications, shortco-

mings were found in financial rules in one 

accounting unit. The financial audits of two 

accounting units in the administrative sector 

found such shortcomings in internal control 

that required corrective measures. The main 

reasons were shortcomings in arranging per-

formance accounting and in managing book-

keeping and the monitoring of authorisa-

tions. The Finnish Transport Agency should 

also pay particular attention to arranging in-
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ternal control in the manner required under 

section 69 of the State Budget Decree.

The compliance audit on the budgeting 

of authorisations for transport infrastructure 

projects and the monitoring of authorisations 

(10/2012) addressed in Chapter 8.3 concer-

ned the administrative sector of the Finnish 

Transport Agency.

In the administrative sector of the Ministry 

of Transport and Communications, a fol-

low-up was arranged for three performance 

audits concerning the maintenance of trans-

port infrastructure104 The State’s expenditu-

re on basic transport infrastructure mana-

gement in 2011 came to roughly €1,000 mil-

lion, most of this sum being spent on mainte-

nance. The follow-up revealed that progress 

had been made since the audits on the infra-

structure maintenance inspections remarked 

upon. Marked improvements in the survey of 

infrastructure network condition data, for ex-

ample, had been made since the audits. Ad-

vances had also been made in the estimation 

of maintenance costs, whereas less develop-

ment to date had been seen is issues such 

as the presentation of the minimum level of 

infrastructure maintenance needs and finan-

cing needs. This minimum level would com-

prise the minimum measures required to sa-

feguard to future generations the availabili-

ty of transport infrastructure for its original 

purpose and to prevent technical deteriora-

tion to the point where repair costs begin to 

escalate.

The reports of the Finnish Transport Agen-

cy and the Ministry of Transport and Com-

munications support the use of a certain sus-

tained service level to describe the mini-

mum need for infrastructure maintenance.  In 

practice, this means a higher need for finan-

cing than when the minimum need for main-

tenance is defined by sustaining the availabi-

lity to future generations of the technical in-

frastructure at the service level according to 

the original criteria. The various information 

presented to date regarding the minimum 

need for maintenance seems disconnected, 

and the data content of such information is 

given too little wider-perspective justifica-

tion. In the opinion of the National Audit Of-

fice, the content of the minimum maintenan-

ce need should be presented in a clearer and 

less ambiguous manner as it has a marked 

impact on the financing needs for transport 

infrastructure management and on the infor-

mation supplied to Parliament on the topic.

104  National Audit Office performance audit reports Road maintenance since the Finnish road enterprise reform (126/2006), Maintai-
ning rail infrastructure (159/2008), Maintaining waterways (182/2009)
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9.11  Administrative sector of the Ministry of Transport 
and Communications

Current state of administration on the 
basis of audits

The administrative sector of the Ministry of 

Employment and the Economy included 12 

accounting units as well as the Ministry in 

2011. In fiscal 2011, the National Audit Of-

fice also issued financial audit reports on 14 

Centres for Economic Development, Trans-

port and the Environment.

Remarks in financial audit reports led to a 

qualified opinion on regularity in seven re-

ports. These concerned the use of funds con-

trary to the budget, the booking of income in 

an expenditure item contrary to the budget 

and section 3a of the State Budget Act, the 

allocation of expenses to the fiscal year, the 

renewal of authorisation, information pre-

sented on chargeable activities and the ar-

rangement of performance accounting. The 

allocation of expenses and renewal of autho-

risation had extended the period of availabi-

lity of these contrary to the State Budget Act.

Remarks requiring information were aga-

in issued to the Ministry of Employment and 

the Economy concerning the arrangement of 

performance accounting and the treatment 

of interest income related to advances regar-

ding transfers.

In the financial audits, the targets set by 

the Ministry regarding economy were consi-

dered adequate in respect of five agencies 

and those regarding productivity in respect 

of six agencies. Information on economy and 

productivity was considered true and fair in 

all accounting units except for the Ministry 

and the Centre for Economic Developme-

nt, Transport and the Environment for South 

Savo. Information presented on chargeable 

activities and their profitability was consi-

dered true and fair in all accounting units 

which pursue such activities with the excep-

tion of the Centre for Economic Developme-

nt, Transport and the Environment.

Evaluating the current state of performan-

ce guidance in the administrative sector of 

the Ministry of Employment and the Eco-

nomy on the basis of the setting of perfor-

mance targets regarding economy and the 

presentation of true and fair information in 

final accounts in this respect, five accounting 

units received adequate target-based ste-

ering and presented true and fair information 

on economy. The equivalent figure with re-

gard to productivity was six accounting units.

In the administrative sector of the Ministry 

of Employment and the Economy, shortco-

mings were found in financial rules in two 

accounting units. The financial audits of th-

ree accounting units found shortcomings in 

internal control that required corrective me-

asures. These concerned the management of 

bookkeeping or the monitoring of budget au-

thorisations and the arrangement of perfor-

mance accounting.

The administrative sector of the Ministry 

of Employment and the Economy was sub-

ject to the performance audits Mitigating cli-

mate change – The preparation and imple-

mentation of the national climate and ener-

gy strategy (235/2011) reported in Chapter 

5 and Supporting areas of abrupt structural 

change (2/2012) and Work-based immigra-

tion (13/2012) reported in Chapter 4.
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The follow-up of the audit The sta-

te as a promoter of exploration and mining 

(145/2007) also concerned the administrative 

sector of the Ministry of Employment and the 

Economy. In this audit, the National Audit 

Office had considered the Mining Act to be 

out of date and called for its urgent overhaul. 

The overhaul has since been accomplished 

and the new Mining Act entered into force 

on 1 July 2011. The parliamentary Commit-

tees have held that, for the most part, the re-

form struck a good balance between the va-

rious, occasionally highly divergent interests. 

The scope of application was not amended in 

the new Mining Act, but the duties of mining 

promotion and mining permits have been se-

parated under the current Act, a develop-

ment considered important by the National 

Audit Office.  Provisions under which mining 

permit holders must deposit adequate colla-

teral for the purpose of termination and re-

habilitation measures of mining operations 

were also incorporated into the Mining Act. 

Attention had been paid to this in the audit 

in the interests of realising the ‘polluter pays’ 

principle in the mining industry.

Under the new Mining Act, the responsi-

bility for follow-up, rehabilitation measures 

and costs may in certain cases also transfer 

to the holder of the land or to the State. Ba-

sed on the Act, the amounts of compensa-

tion expressed therein in euro figures will be 

very difficult to revise as the Act contains no 

grounds for the determination of such com-

pensation and even the Government propo-

sal contains only views in principle regarding 

these. Failure to revise the amounts of com-

pensation from time to time compromises the 

realisation and constitutionality of the ste-

ering purpose and other purposes of the Act.

Since the audit, the Ministry of Employ-

ment and the Economy had sought to en-

hance annual reporting and the claim reports 

monitoring system, but the practical applica-

tion of the reforms has been incomplete. The 

new mining authority Tukes also states that 

it is ill placed to monitor compliance by per-

mit holders with their duty to supply the re-

ports on ore prospecting and exercise of mi-

ning rights as required under the Mining Act. 

Tukes states its priority to lie in clearing the 

backlog of applications. One option for al-

locating resources to the monitoring duties 

of the mining authority would be to redirect 

resources in the administrative sector of the 

Ministry of Employment and the Economy. 

Tukes has hired no in-house experts on na-

ture and the environment. Outsourcing such 

expertise, which is essential to the funda-

mental duties of the authority, poses a signi-

ficant risk to the proper performance of the-

se duties.

The audit proposed consideration as to 

whether State-operated prospecting should 

be continued in Finland. The situation rema-

ins unchanged in this respect, and the Geo-

logical Survey of Finland continues to make a 

significant contribution to prospecting. Many 

of the aspects considered vital in the audit 

report are lacking from the proposal for Fin-

land’s minerals strategy prepared in 2010.
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9.12  Administrative sector of the Ministry of Social 
Affairs and Health

Current state of administration on the 
basis of audits

The administrative sector of the Ministry of 

Social Affairs and Health included four ac-

counting units as well as the Ministry in 

2011.

Remarks in financial audit reports led to 

a qualified opinion on regularity for the Mi-

nistry concerning the use of funds contrary 

to the budget.

According to the financial audits, the Mi-

nistry of Social Affairs and Health had set 

adequate targets regarding economy for th-

ree accounting units in its administrative se-

ctor, whereas targets regarding productivity 

still remained to be set.

The information on economy, productivity 

and the profitability of chargeable activities 

presented in the final accounts was conside-

red true and fair for all accounting units.

Evaluating the current state of performan-

ce guidance in the administrative sector of 

the Ministry of Social Affairs and health on 

the basis of the setting of performance tar-

gets regarding economy and the presenta-

tion of true and fair information in final ac-

counts in this respect, three accounting units 

received adequate target-based steering and 

presented true and fair information.

In the administrative sector of the Ministry 

of Social Affairs and Health, shortcomings 

were found in financial rules in one accoun-

ting unit. The financial audit of one accoun-

ting unit found shortcomings in internal con-

trol that required corrective measures.

The performance audits Child welfare 

(6/2012), reported above in Chapter 4, and 

Legislative drafting in the Ministry of Social 

Affairs and Health (12/2012), reported abo-

ve in Chapter 7, concerned the administrati-

ve sector of the Ministry of Social Affairs and 

Health, as did the performance audit State 

aid for IT projects in social and health care 

(1/2012). Based on the audit report on the lat-

ter, the matter has been thoroughly addres-

sed by the Parliamentary Audit Committee 

(report 2/2012) and the opinion included in 

the Committee report has been approved by 

Parliament.
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9.13 Administrative sector of the Ministry of the   
 Environment

Current state of administration on the 
basis of audits

The administrative sector of the Ministry of 

the Environment included three accounting 

units in 2011: the Ministry, the Finnish En-

vironment Institute and the Housing Finance 

and Development Centre of Finland.

The Ministry has set performance targets 

regarding economy for the Housing Finance 

and Development Centre of Finland and the 

Finnish Environment Institute. Targets regar-

ding productivity were not considered ade-

quate in the financial audits. The information 

that was presented regarding economy and 

productivity was considered true and fair for 

the Ministry and the accounting units in its 

administrative sector. Only the Finnish En-

vironment Institute was required to present 

information on chargeable activities, and this 

information was considered to be true and 

fair.

Evaluating the current state of performan-

ce guidance in the administrative sector of 

the Ministry of the Environment on the basis 

of the setting of performance targets regar-

ding economy and the presentation of true 

and fair information in final accounts in this 

respect, two accounting units received ade-

quate target-based steering and presented 

true and fair information.

The performance audit Mitigating climate 

change – The preparation and implementa-

tion of the national climate and energy stra-

tegy (235/2011), addressed above in Chapter 

5, concerned the administrative sector of the 

Ministry of the Environment.
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10 The National Audit Office’s activities and 
effectiveness

The National Audit Office is an independent 

external audit and control authority prescri-

bed in the Constitution that operates outside 

actual state administration or administration 

under Parliament.

The National Audit Office’s task prescribed 

in the Constitution is to audit the effective-

ness and legality of central government fi-

nances and compliance with the state bud-

get. The National Audit Office performs this 

task by carrying out performance audits, fi-

nancial audits, compliance audits and fiscal 

policy audits. The National Audit Office ope-

rates in Finland as the national audit body 

under the Lisbon Treaty working in coopera-

tion with the European Court of Auditors in 

the external control of Union funds.

In addition to its constitutional task, the 

National Audit Office is also tasked under 

the Act on a Candidate’s Election Funding 

(273/2009) with the oversight of compliance 

with the obligation to disclose information 

about election funding, making the funding 

disclosures available to the public and exa-

mining the funding disclosures. Under the 

Act on Political Parties (10/1969, amended by 

683/2010), the National Audit Office is pres-

cribed with the task of supervising compli-

ance with provisions concerning party sub-

sidies, disclosures of election campaign ex-

penses and funding and the formulation and 

submission of related documents and infor-

mation by political parties, affiliated entities 

and associations referred to in party subsidy 

decisions.
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The National Audit Office supports Parlia-

ment in the exercise of its legislative, finan-

cial and oversight power and is thus part of 

the constitutional system implementing and 

ensuring Parliament’s fiscal power.

The National Audit Office’s goal is to pro-

mote the effectiveness and quality of the fi-

nancial management of the State. A key per-

spective is to ensure that the social policy 

objectives set in connection with legislation 

concerning the state budget and the collec-

tion and use of central government funds are 

achieved and that the Government and ad-

ministration have taken the necessary mea-

sures to achieve them.

The results of the external auditing of cen-

tral government finances for society and citi-

zens, and consequently the social effective-

ness of these activities, fall into three areas.

The most significant area with regard to 

the effectiveness of the National Audit Offi-

ce’s activities is the preventive and accoun-

tability impact of audits. Two other areas are 

ensuring access to economic efficiency and 

performance information and the functioning 

of internal control and steering as well as the 

concrete corrective and development measu-

res that are taken as a result of audits. The 

task of ensuring these supports future eco-

nomic decision-making by securing the in-

formation base required for decisions.

An international peer review of the func-

tionality and compliance with international 

audit standards of the quality management 

and quality assurance of the National Audit 

Office was conducted in 2011 and 2012, with 

the international review report due for com-

10.1  The National Audit Office supports Parliament’s  
  power of opinion

pletion in 2012. The review is performed by 

a team of experts from the national audit offi-

ces of Sweden, Norway and the UK. The Na-

tional Audit Office’s quality group has pro-

duced a quality report for 2011. Based on re-

newed international standards and best prac-

tices, the quality report is available in Finnish 

on the National Audit Office website. The fo-

cus of quality assurance is on guidance and 

quality assurance during the audit process. 

Ex-post quality assurance and assessments 

of audits are carried out systematically by the 

National Audit Office.

On the whole the level of effectiveness of 

the National Audit Office is very good. Fin-

land’s ranking in Transparency Internatio-

nal’s Corruption Perceptions Index improved, 

with Finland and Denmark tying for second 

place in the results for 2011. This was part-

ly due to the reform of Finland’s election and 

party funding legislation and the sharpening 

of the supervision of election and party fun-

ding following the transfer of the task to the 

National Audit Office. There is confidence in 

Finnish resource management. Open discus-

sion is carried out about problems relating to 

legislation and its implementation. The Na-

tional Audit Office has contributed towards 

good and effective financial management 

and the prerequisites for discursive democra-

cy and the reliable information required by it. 

An analysis conducted for the National Audit 

Office’s report to Parliament showed that the 

preconditions for the efficient use of budget-

ary power by Parliament and the implemen-

tation of Parliament’s positions concerning its 

budgetary power have improved. 
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The National Integrity System Assessment 

conducted by Transparency International on 

Finland examined the National Audit Offi-

ce’s role in the national integrity system. Its 

status and activities were regarded as excel-

lent or very good. The National Audit Office 

also has an important role in the national in-

tegrity system maintaining good governance. 

A problem pointed out in the assessment is, 

however, that the resources of the National 

Audit Office are insufficient in relation to its 

workload and role in the maintenance and 

securing of good governance.

On the basis of international assessments 

of integrity systems, European national audit 

offices overall are among the most important 

contributors towards success in securing of 

good governance and transparency and ac-

tion against corruption. Most countries expe-

riencing difficulties due to the financial crisis 

have clear shortcomings in public accounta-

bility and responsibility and corruption pro-

blems that reduce their capacity to improve 

the state of public finances and national eco-

nomic performance. External audits of cen-

tral government finances are also at a level 

that is lower or more restricted than the re-

quirements set in European standards in 

some of the European countries experiencing 

economic problems (such as Greece, Portu-

gal, Spain and Romania).105 There also ap-

pears to be a correlation between deficienci-

es in good governance, corruption and wea-

ker institutions to support good governance 

and larger government deficits and weaker 

competitiveness. Weak regulation and con-

trol and shortcomings in issues including the 

funding of political activity have also contri-

buted towards the development of the finan-

cial crisis.106

The National Audit Office’s impact on 
supporting Parliament’s budgetary and 
legislative power

The National Audit Office’s audit activi-

ties are targeted on the basis of risks po-

sed to central government finances and fi-

nancial management. In 2011 the National 

Audit Office prepared a risk analysis of cen-

tral government finances and the national 

economy to steer audit planning and ana-

lyses of risks and the operating environme-

nt. The risk analysis also supports the Natio-

nal Audit Office 2020 strategy formulated in 

2012. The planning of the National Audit Of-

fice’s activities is based on an assessment of 

strategic risks concerning the economy and 

central government finances and their ope-

rating environment, the state budget eco-

nomy, ministries’ administrative sectors and 

significant cross-sectoral issues as well as 

the National Audit Office’s audit topics, ac-

cording to risk analyses.

On the basis of reports issued by the Par-

liamentary Audit Committee, the National 

Audit Office monitors the implementation of 

Parliament’s positions if these have required 

that the Government report on a matter or 

if the National Audit Office’s audit activities 

have dealt with related matters.

Systematic follow-up on audit reports 

shows that 46% of the recommendations 

made by the National Audit Office were im-

plemented in full or almost in full and 31% to 

105  Money, Politics, Power, Corruption Risks in Europe, Transparency International 2012.

106  D. Kaufmann: Can Corruption Adversely Affect Public Finances in Industrialized Countries? The Brookings Institution. www.
brooking.edu/opinions/2010/0419_corruption_kaufmann_aspx. and Kaufmann & Vicante: Legal Corruption. Economics and Politics, 
Vol 23 (2011), 195–219.
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some extent. During the year under review a 

further specification was made to the inter-

pretation of the Constitution concerning the 

application of the budget covering require-

ment and central government liquidity by the 

Constitutional Law Committee on the basis 

of the National Audit Office’s performance 

audit report. The development of cash mana-

gement enabled by this will generate annu-

al savings amounting to around €20 million.

Financial Audit has helped maintain the 

perspectives of economic efficiency and pro-

ductivity as well as internal control in accor-

dance with the principles of good governan-

ce in central government finances and ma-

nagement. Capacities for the management of 

economic efficiency and good financial ma-

nagement have slowly improved.

The National Audit Office provided three 

compliance audit reports in accordance with 

the new ISSAI standard. In addition to verifi-

cation of central government spending limits 

accounting, during the reporting year the 

focus of fiscal policy audits was on essenti-

al entries relating to the euro area’s stability 

and responsibility in the Report on the Final 

Central Government Accounts. Reporting on 

these central government commitments and 

responsibilities has taken place in accordan-

ce with the recommendations issued by the 

National Audit Office in 2011.

The National Audit Office’s impact 
on central government development 
and citizens’ confidence in central 
government finances

The National Audit Office supports central 

government development work by operating 

in good interaction with administration and 

bringing up development needs and good 

practices during audit processes. Therefo-

re providing support for central governme-

nt management is one of the dimensions of 

auditing. Auditing work is supplemented by 

expert activity that provides the Governme-

nt and administration with support in their 

efforts to maximise quality and performan-

ce in central government financial manage-

ment. The demand for expert activity cle-

arly exceeds the resources available within 

the National Audit Office. Expert activity ac-

counted for 13.4% of actual working hours 

performed in 2011. Experts from the Natio-

nal Audit Office participated in major pro-

jects of the Prime Minister’s Office, Ministry 

of Finance and Ministry of Justice relating 

to the Government’s strategic management 

and assessment, the central government 

spending limits procedure and fiscal policy 

steering as well as those relating to impro-

ved regulation and the development of bill 

drafting in the context of changing over to 

a new electoral period. The development of 

practices has been influenced by many re-

commendations based on audits conducted 

by the National Audit Office.

Citizens’ confidence in the proper moni-

toring of central government finances is ba-

sed on high-quality, objective and consistent 

auditing and expert work as well as commu-

nications concerning the performance of of-

ficial tasks.

The National Audit Office’s communica-

tions and public activities take place in com-

pliance with the INTOSAI principles con-

cerning reporting and publicity and the Act 

on the Openness of Government Activities 

(621/1999). Objective and constructive com-

munications play an important role in the 

provision of support to discursive and know-

ledge-based democracy. At the same time 

the audited entities must be provided with 

the opportunity for confidential discussions 

with the National Audit Office. Therefore the 
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National Audit Office will focus on the de-

velopment of good practices for communi-

cations and interaction and the ensuring of 

their consistent application in the future. A 

new media policy was adopted by the Na-

tional Audit Office in 2011, emphasising the 

objectivity, responsibility and reliability of 

public communications.

The policy concerning public access to the 

audits conducted by the National Audit Of-

fice was made more specific in 2011 on the 

basis of a report commissioned from Profes-

sor Olli Mäenpää. From now on the Natio-

nal Audit Office’s audit reports and related 

government documents are public following 

the conclusion of each audit report.

According to international World Values 

Surveys, confidence in the Government and 

public administration is high in Finland. Ex-

ternal auditing plays a specific role in the 

maintenance of justified confidence.
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10.2  The National Audit Office promotes wellbeing   
 at work and employee coping while at the same   
 time implementing the stability and efficiency   
 programme

The stability and efficiency programme laun-

ched by the National Audit Office in 2010 

aims to adapt the Office’s personnel number 

to the tighter budget situation. Therefore the 

National Audit Office has terminated its fix-

ed-term employment contracts and will re-

duce the budgeted human resources figure 

from 150 person-years to 138 person-years. 

According to the policy adopted by the Na-

tional Audit Office’s management, from 2012 

the agency’s human resource planning will 

be based on 138 person-years. In 2011 a to-

tal of 144 person-years were recorded for the 

National Audit Office, while the figure for 

2010 had been 148. The agency has redu-

ced the number of fixed-term employees and 

the recruitment of new employees to replace 

those leaving the agency. A total of 74.8% of 

effective working time was allocated to ex-

ternal performances.

The education level of the agency’s person-

nel is high, and personnel are highly com-

mitted to the activities. The average age of 

employees is 49.1 years. The sick leave rate 

is 37% below the overall rate for central go-

vernment personnel. Telecommuting op-

portunities are available to provide a good 

framework for the flexible reconciliation of 

work and family life. According to a survey 

employing a burnout indicator carried out in 

spring 2011, some employees are experien-

cing stress. Efforts will be made to have a po-

sitive impact on the feeling of work-related 

stress through more careful planning and 

cooperation relating to coping and wellbe-

ing at work. According to the wellbeing at 

work survey conducted in late 2011, wellbe-

ing at work has improved in the measured 

areas.  A substance misuse prevention pro-

gramme and an early intervention model 

were prepared by the agency in cooperation 

with personnel representatives.

The National Audit Office's costs in 2011 to-

talled €14.9 million (€14.98 million in 2010). 

Personnel costs excluding side costs in 2011 

totalled €9.83 million (€9.78 million in 2010). 

According to the income statement, the Na-

tional Audit Office’s costs decreased by 2% 

compared with 2010.

In 2011 the price of the agency’s external ser-

vice production went down to €691 per per-

formance day (€796 in 2010) mainly due to a 

change in working hours monitoring; more 

specific monitoring resulted in an increase 

in performance days although the number of 

person-years went down. A total of 90 finan-

cial audit reports, 3 compliance audit reports 

and 18 performance audit reports were com-

pleted. Findings from continuous auditing of 

fiscal policy were reported in a separate re-

port to Parliament. The National Audit Of-

fice processed 58 complaint matters and 22 

reports of abuse. The National Audit Office 

submitted a report to Parliament on the su-

pervision of parliamentary election funding 

and carried out supervision of party funding 

in accordance with the Act on Political Par-

ties.

The National Audit Office’s managerial trai-

ning has focused on wellbeing at work and 
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related management. Collaboration with 

employees has continued through open 

communication, and the agency’s manage-

ment group includes three employee repre-

sentatives in accordance with the agreement 

made with the personnel organisations. 

TABLE 7: EFFECTIVE WORKING TIME By TyPE OF PERFORMANCE IN 2011

Type of performance Person-days % of external

Financial audit 7 566 35

Compliance audit 963 4

Performance audit 5 140 24

Fiscal policy audit 377 2

Reports to Parliament 312 1

Management, external 3 768 17

External expert activities 2 911 13

Supervision of election and party funding 647 3

Indirect activities (support services, administration) 7 315

Holidays and other paid leaves of absence, total 7 641

Total working time 36 640

External performances, total 21 684 person-days

External performances as % of total working time 60%
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APPENDIX 1

MINISTRy FOR FOREIGN 
AFFAIRS’ ADMINISTRATIVE 
SECTOR

MINISTRY FOR FOREIGN AFFAIRS

On the basis of the audit it is our opinion that 

the budget and key provisions regarding it 

have been complied with except for the ar-

ranging of performance accounting as pres-

cribed in section 16 of the State Budget Act.

MINISTRy OF DEFENCE’S 
ADMINISTRATIVE SECTOR

DEFENCE FORCES

On the basis of the audit it is our opinion that 

the budget and key provisions regarding it 

have been complied with except for the mo-

nitoring of the profitability of chargeable ac-

tivities and the presentation of annual re-

sults and the arranging of performance ac-

counting as prescribed in section 16 of the 

State Budget Act.

MINISTRy FOR FOREIGN 
AFFAIRS’ ADMINISTRATIVE 
SECTOR

MINISTRY FOR FOREIGN AFFAIRS

Based on section 5(1) of the Act on the Na-

tional Audit Office, the Ministry for Foreign 

Affairs must inform the National Audit Offi-

ce by 15 August 2012 what measures it has 

taken to arrange performance accounting as 

prescribed in section 16 of the State Budget 

Act.

MINISTRy OF DEFENCE’S 
ADMINISTRATIVE SECTOR
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FÖRSVARSMINISTERIETS 
FÖRVALTNINGSOMRÅDE

FÖRSVARSMAKTEN

På basis av revisionen anförs som utlåtande, 

att budgeten och de centrala bestämmelser-

na om den har iakttagits med undantag för 

överskridning av fullmakt i strid med 10 § i 

lagen om statsbudgeten på moment 27.10.01 

(Försvarsmaktens omkostnader) med 2,9 

miljoner euro och på moment 27.10.18 (An-

skaffning av försvarsmateriel) med 9,8 mil-

joner euro, ordnandet av fullmaktsuppfölj-

ningen på det sätt som förutsätts i 15 § i la-

gen om statsbudgeten samt uppföljningen 

av den avgiftsbelagda verksamhetens lön

MINISTRy OF FINANCE’S 
ADMINISTRATIVE SECTOR

MINISTRY OF FINANCE

On the basis of the audit it is our opinion that 

the budget and key provisions regarding it 

have been complied with except for the ar-

ranging of performance accounting as pres-

cribed in section 16 of the State Budget Act.

NATIONAL BOARD OF CUSTOMS

On the basis of the audit it is our opinion that 

the budget and key provisions regarding it 

have been complied with except for the ar-

ranging of performance accounting and the 

presentation of the annual results of charg-

eable activities as prescribed in section 16 of 

the State Budget Act and the preparation of 

the balance sheet specifications to verify the 

financial statements referred to in section 64 

of the State Budget Decree.

MINISTRy OF EDuCATION AND 
CuLTuRE’S ADMINISTRATIVE 
SECTOR

ACADEMY OF FINLAND

On the basis of the audit it is our opinion that 

the budget and key provisions regarding it

MINISTRy OF FINANCE’S 
ADMINISTRATIVE SECTOR

MINISTRy OF EDuCATION AND 
CuLTuRE’S ADMINISTRATIVE 
SECTOR
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MINISTRY OF AGRICULTURE AND 

FORESTRY

On the basis of the audit it is our opinion 

that the budget and key provisions regar-

ding it have been complied with except for 

the allocation of expenses in item 30.01.22 

(Joint research, 3-year deferrable appropri-

ation in the 2009 budget) belonging to 2012 

(€16,200) to 2011 contrary to section 5 a of 
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have been complied with except for the use 

of an authorisation intended to finance re-

search projects (29.40 University educa-

tion and research) for other types of projects 

(€2.61 million) contrary to the budget.

NATIONAL ART GALLERY

On the basis of the audit it is our opinion that 

the budget and key provisions regarding it 

have been complied with except for the en-

try of expenditure belonging to 2012 (total-

ling €111,000) contrary to the budget and se-

ction 5 a of the State Budget Decree as ex-

penditure for 2011 from item 29.80.52 (Bet-

ting and lottery proceeds to promote the arts, 

variable appropriation). The procedure has 

resulted in the extension of the appropria-

tion’s period of use contrary to section 7 of 

the State Budget Act.

MINISTRy OF AGRICuLTuRE AND 
FORESTRy’S ADMINISTRATIVE 
BRANCH
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the State Budget Decree. The procedure has 

resulted in the extension of the appropria-

tion’s period of use contrary to section 7 of 

the State Budget Act.

MTT AGRIFOOD RESEARCH FINLAND

On the basis of the audit it is our opinion that 

the budget and key provisions regarding 

it have been complied with except for the 

payment of an unrequited expense (around 

€32,000) contrary to the budget to another 

accounting unit from item 30.20.01 (Ope-

rating expenses of MTT Agrifood Research 

Finland).

MINISTRy OF TRANSPORT 
AND COMMuNICATIONS' 
ADMINISTRATIVE SECTOR

FINNISH TRANSPORT AGENCY

On the basis of the audit, it is our opinion 

that the budget and key provisions regar-

ding it have been complied with except for 

the following errors and shortcomings con-

cerning the budget outturn statement and 

the presentation of information on perfor-

mance:

1) The appropriation in item 31.10.20.1 (Ba-

sic infrastructure management, 2-year de-

ferrable appropriation) was used contrary to 

the budget to pay salary expenses (totalling 

around €3 million) for persons appointed to 

permanent posts. 

2) The appropriation in item 31.10.20 (Basic 

MINISTRy OF TRANSPORT 
AND COMMuNICATIONS’ 
ADMINISTRATIVE SECTOR

FINNISH TRANSPORT AGENCY

Based on section 5(1) of the Act on the Na-

tional Audit Office, the Finnish Transport 

Agency must inform the National Audit Of-

fice by 15 August 2012 what measures it has 

taken to address the procedures contrary to 

the budget and key provisions regarding it 

and the shortcomings in internal control.



QUALIFIED OPINION ON 
REGULARITY

OBLIGATION TO INFORM THE 
NATIONAL AUDIT OFFICE 
REGARDING MEASURES

142

infrastructure management, 2-year deferra-

ble appropriation) was used to cover expen-

diture (totalling €1.4 million) that under the 

budget should have been recorded in item 

31.10.77.1.1 (Development of the transport 

network, E18 Hamina bypass, 3-year trans-

ferable appropriation). Of this, €0.2 mil-

lion should have been allocated to 2010 and 

€1.2 million to 2011. Had the expenditure 

had been recorded in accordance with the 

budget, the project-specific appropriation 

in item 31.10.77.1.1 would have been ex-

ceeded by €0.8 million.

3) In item 31.10.76 (Procurements of and 

compensation for land and water areas, vari-

able appropriation) €2.8 million in expendi-

ture that should have been allocated to 2011 

was recorded as expenditure for 2012. Had 

the expenditure been allocated to 2011, the 

appropriation would have been exceeded by 

around €2.7 million. Contrary to the budget 

and section 3 a of the State Budget Act, re-

venues associated with land procurement 

were recognised in the item. If the effect of 

revenues is taken into account, the alloca-

tion error and overspending are higher than 

this.

4) €233,026 of revenues from co-financed ac-

tivities were recognised in item 31.10.78.1.10 

(Certain transport infrastructure projects, 

3-year deferrable appropriation) contrary to 

the budget and section 3 a of the State Bud-

get Act.

5) In item 31.10.78 (Certain transport infra-

structure projects, 3-year deferrable appro-

priation) a project-specific authorisation for 
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Lusi–Vaajakoski was exceeded by €4 mil-

lion. According to section 10 of the State 

Budget Act, an authorisation may not be ex-

ceeded.

6) Performance accounting has not been ar-

ranged in the manner required under sec-

tion 16 of the State Budget Act.

FINNISH COMMUNICATIONS 

REGULATORY AUTHORITY

On the basis of the audit, it is our opinion 

that the budget and key provisions regar-

ding it have been complied with except for 

the payment of salary expenses (totalling 

€263 791.86) for persons appointed to per-

manent posts, contrary to the budget, from 

item 31.40.50 (Discretionary government 

transfer for the implementation of a national 

broadband project, deferrable appropriation 

under the 2009 and 2010 budgets).

MINISTRy OF EMPLOyMENT 
AND THE ECONOMy’S 
ADMINISTRATIVE SECTOR

MINISTRY OF EMPLOYMENT AND THE 

ECONOMY

On the basis of the audit it is our opinion that 

the budget and key provisions regarding it 

have been complied with except for the use 

of the appropriation (€147,832.06) in item 

32.50.43 (Regional development aid, 3-year 

deferrable appropriation the 2009 budget) 

MINISTRy OF EMPLOyMENT 
AND THE ECONOMy’S 
ADMINISTRATIVE SECTOR

MINISTRY OF EMPLOYMENT AND THE 

ECONOMY

Based on section 5(1) of the Act on the Na-

tional Audit Office, the Ministry of Employ-

ment and the Economy must inform the Na-

tional Audit Office by 15 August 2012 what 

measures it has taken regarding the hand-

ling of interest income relating expenditu-
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contrary to the budget and section 5 a of the 

State Budget Decree for the payment of ex-

penditure arising from expenditure deci-

sions made in 2012, recording of repayments 

of loans (€24.4 million) contrary to the bud-

get and section 3 a of the State Budget Act to 

item 30.32.80 (Loans for Finnish Export Cre-

dit Ltd’s refinancing activities, variable app-

ropriation), recording of certain interest inco-

me relating to advance payments of discre-

tionary government transfers (€487,598.27) 

contrary to the budget and section 3 a of the 

State Budget Act to item 32.50.64 (EU and 

national financing for EU structural fund 

programmes during the 2007–2013 program-

ming period, variable appropriation), exten-

sion of the period of use of a budget autho-

risation (€83.3 million) contrary to the bud-

get and section 10 of the State Budget Act 

in item 32.50.64 (EU and national financing 

for EU structural fund programmes during 

the 2007–2013 programming period, vari-

able appropriation) and the arrangement of 

performance accounting in the manner re-

quired by section 16 of the State Budget Act. 

As regards the deferrable appropriation, the 

procedure extended the period of use of the 

appropriation contrary to section 7 of the 

State Budget Act.

NATIONAL BOARD OF PATENTS AND RE-

GISTRATION OF FINLAND

On the basis of the audit it is our opinion that 

the budget and key provisions regarding it 

have been complied with except for the en-

try of an unsettled balance in the balance 

sheet account (€27,900.75) contrary to the 

re paid from item 32.50.64 (EU and national 

financing for EU structural fund program-

mes during the 2007–2013 programming pe-

riod, variable appropriation) and the short-

comings detected concerning the renewal of 

budget authorisation under the same item as 

well as to arrange performance accounting 

as prescribed in section 16 of the State Bud-

get Act.
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budget into item 32.40.03 (Operating expen-

ses of the National Board of Patents and Re-

gistration, 3-year deferrable appropriation).

CENTRE FOR ECONOMIC 

DEVELOPMENT, TRANSPORT AND 

THE ENVIRONMENT FOR SOUTH 

OSTROBOTHNIA

On the basis of the audit, it is our opini-

on that the budget and key provisions re-

garding it have been complied with except 

for the payment of salary expenses (total-

ling €160,629) for persons appointed to per-

manent posts, contrary to the budget, from 

item 30.50.20 (Expenditure of water resour-

ces usage and management, 3-year deferra-

ble appropriation under the 2010 and 2011 

budgets).

CENTRE FOR ECONOMIC 

DEVELOPMENT, TRANSPORT AND THE 

ENVIRONMENT FOR SOUTH SAVO

On the basis of the audit it is our opinion that 

the budget and key provisions regarding it 

have been complied with except for the al-

location of expenses that should have been 

allocated to 2012 (€152,315) contrary to the 

budget and section 5 a of the State Budget 

Act to 2011 in item 26.40.30 (State compen-

sation to local authorities, variable appropri-

ation), the allocation of expenses that should 

have been allocated to 2009 (€10,000) con-

trary to the budget and section 5 a of the Sta-

te Budget Act to 2012 in item 30.50.31 (Sup-



QUALIFIED OPINION ON 
REGULARITY

OBLIGATION TO INFORM THE 
NATIONAL AUDIT OFFICE 
REGARDING MEASURES

146

port for water supply and flood protection, 

3-year deferrable appropriation in the 2010 

budget), the payment of salaries of persons 

appointed to permanent posts (€160,629) 

contrary to the budget from item 30.50.20 

(Expenditure from water resource usage and 

management, 3-year deferrable appropri-

ation in the 2010 and 2011 budgets), pay-

ment of transfers (€202,236.67) contrary to 

the budget from item 32.01.02 (Operating 

expenses of the Centres for Economic De-

velopment, Transport and the Environme-

nt, 2-year deferrable appropriation) and pro-

cedures in verifying certain expenses that 

were contrary to good accounting practice 

as referred to in section 14 of the State Bud-

get Act. As regards the deferrable appropri-

ation, the recognition procedure extended 

the period of use of the appropriation con-

trary to section 7 of the State Budget Act.

CENTRE FOR ECONOMIC 

DEVELOPMENT, TRANSPORT AND 

THE ENVIRONMENT FOR CENTRAL 

FINLAND

On the basis of the audit it is our opinion that 

the budget and key provisions regarding it 

have been complied with except for the pay-

ment of transfers (€202,236.67) contrary to 

the budget from item 32.01.02 (Operating 

expenses of the Centres for Economic De-

velopment, Transport and the Environment, 

2-year deferrable appropriation in the 2010 

budget).
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CENTRE FOR ECONOMIC 

DEVELOPMENT, TRANSPORT AND THE 

ENVIRONMENT FOR UUSIMAA

On the basis of the audit it is our opinion 

that the budget and key provisions regar-

ding it have been complied with except for 

the entry of expenditure belonging to 2012 

(€152,315) contrary to the budget and sec-

tion 5 a of the State Budget Decree as ex-

penditure for 2011 from item 26.40.30 (Sta-

te compensation to local authorities, variable 

appropriation). The procedure extended the 

period of use of the variable appropriation 

contrary to section 7 of the State Budget Act.

CENTRE FOR ECONOMIC 

DEVELOPMENT, TRANSPORT AND 

THE ENVIRONMENT FOR SOUTHWEST 

FINLAND

On the basis of the audit it is our opinion that 

the budget and key provisions regarding it 

have been complied with except for the en-

try of expenditure belonging to 2009 (total-

ling €10,000) contrary to the budget and sec-

tion 5 a of the State Budget Decree to 2012 in 

item 30.50.31 (Support for water supply and 

flood protection, 3-year deferrable appropri-

ation in the 2010 budget).
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MINISTRy OF SOCIAL AFFAIRS 
AND HEALTH’S ADMINISTRATIVE 
SECTOR

MINISTRY OF SOCIAL AFFAIRS AND 

HEALTH

On the basis of the audit it is our opinion that 

the budget and key provisions regarding it 

have been complied with except for the use 

of an appropriation in item 33.01.25 (Natio-

nal electronic customer data systems for so-

cial welfare and health care, 3-year defer-

rable appropriation) contrary to the budget 

for the payment of salary expenses (€0.6 mil-

lion).

MINISTRy OF SOCIAL AFFAIRS 
AND HEALTH’S ADMINISTRATIVE 
SECTOR
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FINANCIAL AND COMPLIANCE AuDIT REPORTS AND FISCAL POLICy 
AuDITS By ADMINISTRATIVE SECTOR

APPENDIX 2

147/53/11 Final Central Government Accounts

Fiscal policy audit

K 21/2011 National Audit Office’s separate report to Parliament: 

Effectiveness of the central government spending limits procedure 

as a fiscal policy instrument

OFFICE OF THE PRESIDENT OF THE REPUBLIC

61/53/11 Office of the President of the Republic

PRIME MINISTER’S OFFICE

62/53/11

4/2012

Prime Minister’s Office

Fiscal policy audit

Commitments to the euro area’s financial stability arrangements

MINISTRY FOR FOREIGN AFFAIRS’ ADMINISTRATIVE SECTOR

63/53/11 Ministry for Foreign Affairs

MINISTRY OF JUSTICE’S ADMINISTRATIVE SECTOR

64/53/11 Ministry of Justice

65/53/11 Criminal Sanctions Agency

MINISTRY OF THE INTERIOR’S ADMINISTRATIVE SECTOR

66/53/11 Ministry of the Interior

67/53/11 ICT Agency (HALTIK)

68/53/11 Emergency Response Centre Administration

69/53/11 Finnish Immigration Service

70/53/11 Emergency Services College

71/53/11 National Police Board

72/53/11 Border Guard

148/53/11 Fire Protection Fund
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MINISTRY OF DEFENCE’S ADMINISTRATIVE SECTOR

73/53/11 Ministry of Defence

74/53/11 Construction Establishment of Defence Administration

75/53/11 Defence Forces

MINISTRY OF FINANCE’S ADMINISTRATIVE SECTOR

76/53/11 Ministry of Finance

77/53/11 State Department of Åland

78/53/11 Regional State Administrative Agency for Southern Finland

79/53/11 Regional State Administrative Agency for Eastern Finland

80/53/11 Regional State Administrative Agency for Lapland

81/53/11 Regional State Administrative Agency for Southwestern Finland

82/53/11 Regional State Administrative Agency for Western and Inland Finland

83/53/11 Regional State Administrative Agency for Northern Finland

84/53/11 Statistics Finland

85/53/11

86/53/11

87/53/11

88/53/11

89/53/11

90/53/11

National Board of Customs

State Treasury

Government Institute for Economic Research

Finnish Government Shared Services Centre for Finance and HR

Tax Administration

Population Register Centre

Compliance audit

259/52/10 3/2011 Compliance with the joint procurement obligation (section 22 a of 

the State Budget Act)

162/52/12

29/51/11

7/2012 The internal control of personnel and financial administration 

processes performed by the Shared Services Centre

Fiscal policy audit

4/2012 Commitments to the euro area’s financial stability arrangement

MINISTRY OF EDUCATION AND CULTURE’S ADMINISTRATIVE SECTOR

91/53/11 Ministry of Education and Culture

92/53/11 National Archives

93/53/11 National Board of Antiquities

94/53/11 National Board of Education

95/53/11 Academy of Finland

96/53/11 Governing Body of Suomenlinna
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97/53/11

8/52/12

277/52/11

Finnish National Gallery

Compliance audit

9/2012 The payment of state matching funds to universities

14/2012 Funding from betting and lottery proceeds to promote sports and 

physical education, science, the arts and youth work

MINISTRY OF AGRICULTURE AND FORESTRY’S ADMINISTRATIVE BRANCH

98/53/11 Ministry of Agriculture and Forestry

99/53/11 Finnish Food Safety Authority

100/53/11 Finnish Geodetic Institute

101/53/11 MTT Agrifood Research Finland

102/53/11 Tike, Information Centre for the Ministry of Agriculture and Forestry

103/53/11 National Land Survey of Finland

104/53/11 Agency for Rural Affairs

105/53/11 Finnish Forest Research Institute

106/53/11 Finnish Game and Fisheries Research Institute

MINISTRY OF TRANSPORT AND COMMUNICATIONS’ ADMINISTRATIVE SECTOR

107/53/11 Ministry of Transport and Communications

108/53/11 Finnish Meteorological Institute

109/53/11 Finnish Transport Agency

110/53/11 Finnish Transport Safety Agency

111/53/11

242/52/11

Finnish Communications Regulatory Authority

Compliance audit

10/2012 Budgeting and budget authorisation monitoring concerning 

transport infrastructure projects

MINISTRY OF EMPLOYMENT AND THE ECONOMY’S ADMINISTRATIVE SECTOR

112/53/11 Ministry of Employment and the Economy

113/53/11 Energy Market Authority

114/53/11 Geological Survey of Finland

115/53/11 Finnish Competition Authority

116/53/11 National Consumer Research Centre

117/53/1 Consumer Agency

118/53/11 Finnish Tourist Board

119/53/11 Centre for Metrology and Accreditation

120/53/11 National Board of Patents and Registration of Finland

121/53/11 Tekes – the Finnish Funding Agency for Technology and Innovation
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122/53/11 VTT Technical Research Centre of Finland

123/53/11 Finnish Safety and Chemicals Agency (Tukes)

124/53/11

125/53/11

126/53/11

127/53/11

Centre for Economic Development, Transport and the Environment for 

South Ostrobothnia

Centre for Economic Development, Transport and the Environment for 

South Savo

Centre for Economic Development, Transport and the Environment for 

Häme

Centre for Economic Development, Transport and the Environment for 

Southeast Finland

MINISTRY OF SOCIAL AFFAIRS AND HEALTH’S ADMINISTRATIVE SECTOR

122/53/12 Ministry of Social Affairs and Health

123/53/12 Finnish Medicines Agency

124/53/12 National Supervisory Authority for Welfare and Health

125/53/12 Radiation and Nuclear Safety Authority

126/53/12

232/52/10

National Institute for Health and Welfare

Compliance audit

2/2011 Funding for organisations and foundations to promote health and 

social welfare

MINISTRY OF THE ENVIRONMENT’S ADMINISTRATIVE SECTOR

127/53/12 Ministry of the Environment

128/53/12 Housing Finance and Development Centre of Finland

129/53/12 Finnish Environment Institute

132/53/12 Oil Protection Fund
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APPENDIX 3

PERFORMANCE AuDIT REPORTS AND FOLLOW-uP REPORTS By 
ADMINISTRATIVE SECTOR

 Effectiveness information in the Report on the Final Central Government 

Accounts for 2011

PRIME MINISTER’S OFFICE

233/2011 VR Group: State ownership steering and purchases of passenger services

 

MINISTRY FOR FOREIGN AFFAIRS’ ADMINISTRATIVE SECTOR

008/2012 Humanitarian aid012/2013 

MINISTRY OF JUSTICE’S ADMINISTRATIVE SECTOR

216/2011 Evaluation of economic impacts of legislative projects

232/2011 The implementation of the government productivity programme in the ad-

ministrative sector of the Ministry of Justice and its impacts

012/2012 Legislative drafting at the Ministry of Social Affairs and Health (12/2012)

 Follow-up reports

169/2008 Administrative Courts

191/2009 Government subsidies to political parties

 

MINISTRY OF THE INTERIOR’S ADMINISTRATIVE SECTOR

226/2011 Cooperation between the Police and the prosecution service

 Follow-up reports

139/2006 The asylum procedure

145/2007 Cooperation among the Police, Customs and Border Guard – particularly in 

combatting serious crim

187/2009 Shared Service Centre of the Ministry of the Interior

187/2009 Inrikesförvaltningens servicecentral

MINISTRY OF DEFENCE’S ADMINISTRATIVE SECTOR

215/2011 Government report on Finnish security and defence policy 2004: Garrison 

structure and the command and administration system

218/2011 Structural changes in the Defence Forces’ catering service and medical ser-

vice

223/2011 The steering system in the administrative sector of the Ministry of Defence

003/2012 The management of premises in the Defence Administration

 Follow-up reports The procurement of TUULI class hovercrafts
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MINISTRY OF FINANCE’S ADMINISTRATIVE SECTOR

219/2011 Central government liabilities – presentation and consideration in planning 

and monitoring documents

225/2011 Government premises and group steering

231/2011 The implementation of the government productivity programme and its im-

pacts

005/2012 Sickness absences and their monitoring in state administration

 Follow-up reports

127/2006 Promoting the consistency of taxation in the tax administration

MINISTRY OF EDUCATION AND CULTURE’S ADMINISTRATIVE SECTOR

222/201 Foresight analysis and the dimensioning and targeting of education and la-

bour needs

011/2012 Structural arrangements in secondary education

 Follow-up reports

192/2009 The steering and funding system for basic education

MINISTRY OF TRANSPORT AND COMMUNICATIONS’ ADMINISTRATIVE SECTOR

 Follow-up reports 

126/2006 Road maintenance since the Finnish road enterprise reform

159/2008 Maintaining rail infrastructure

182/2009 Maintaining waterways

MINISTRY OF EMPLOYMENT AND THE ECONOMY’S ADMINISTRATIVE SECTOR

224/2011 Urban and metropolitan policy

227/2011 Support for energy and climate technology

229/2011 Helping the long-term unemployed find jobs and preventing marginalisati-

on

234/201 The steering system in the administrative sector of the Ministry of Emplo-

yment and the Economy

235/2011 2011 Mitigating climate change – The preparation and implementation of 

the national climate and energy strategy

002/2012 Supporting areas of abrupt structural change

013/2012 Work-based immigration

 Follow-up reports

072/2004 Finpro’s activities 

159/2008 Underhållet av bannätet

154/2007 The state as a promoter of exploration and mining

174/2008 Public employment services’ position and priorities

176/2008 Lights on in the Nordic countries – Nordic cooperation in electricity emer-

gency preparedness

189/2009 Promoting the development of electronic business

200/2009 Emissions trading – flexible mechanisms under the Kyoto Protocol 
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MINISTRY OF SOCIAL AFFAIRS AND HEALTH’S ADMINISTRATIVE SECTOR

217/2011 The implementation of national IT projects in social and health care

221/2011 Services for persons with disabilities in a changing municipal and service 

structure – state steering in arranging housing services for persons with in-

tellectual disabilities

228/2011 Health insurance – particularly compensation for private medical and den-

tal care

230/2011 Occupational safety and health enforcement

001/2012 State aid for IT projects in social and health care

006/2012 Child welfare

012/2012 Legislative drafting at the Ministry of Social Affairs and Health

 Follow-up reports

177/2008 Occupational health care and the prevention of alcohol-related problems

181/2009 The transparency of the formula-based government grant system for social 

welfare and health services

193/2009 Medical rehabilitation

194/2009 The effectiveness of legislation steering mental health services

196/2009 The steering system in the administrative sector of the Ministry of Social Af-

fairs and Health

MINISTRY OF THE ENVIRONMENT’S ADMINISTRATIVE SECTOR

220/2011 The steering system in the administrative sector of the Ministry of the Envi-

ronment 

 Uppföljningsrapporter

162/2008 Metsähallitus – as a state enterprise and as a manager of nature conservati-

on under the Ministry of the Environment

205/2010 State lending for housing production
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