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To Parliament

The National Audit Office's report on its ac-
tivities is submitted to Parliament on the ba-
sis of section 6 of the Act on the National Au-
dit Office (676/2000).

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
2008.

Key audit results are presented for finan-

Helsinki, 10 September 2009

cial audits that were completed in spring
2009 concerning fiscal year 2008. The report
covers performance audits that were com-
pleted between the end of August 2008 and
the end of September 2009. A summary of
audit findings and a survey of the manage-
ment of central government finances and the
current state of administration is presented,
broken down according to the most impor-
tant strategic risk areas for the management
of central government finances and the effec-
tiveness of the central government's activi-
ties as well as essential issues from the view-
point of good governance.

The National Audit Office issued a sepa-
rate report to Parliament on the audit of the
final central government accounts for 2008
and the Report on the Final Central Govern-
ment Accounts on 18 May 2009.

Auditor General Tuomas Poysti

Assistant Auditor General Vesa Jatkola






Main content

The National Audit Office's report on its ac-
tivities has followed the implementation of
positions approved by Parliament on the ba-
sis of reports issued by the Parliamentary
Audit Committee. On the basis of a position
taken by Parliament concerning the need to
avoid excessive borrowing from the view-
point of liquidity and the state's cash man-
agement, as an indispensable measure the
2009 Budget included a provision accord-
ing to which, if the central government'’s li-
quidity permits, a budgeted loan in an item
does not have to be withdrawn to the extent
that revenues accumulated in other budget
items exceed the corresponding budgeted
estimates. The legal framework of the state's
cash management is being evaluated in con-
nection with an overall reform of legislation
concerning the budget. A draft report on an
international comparison that was conduct-
ed to prepare a new basic study concerning
tax subsidies as required by Parliament was
completed in May 2009. In future attention
should be paid to improving information re-
garding tax subsidies. As a result of the fi-
nancial crisis and growing public debt as
well as the lack of sustainability, it will be
necessary in future to consider the expan-
sion of the tax base, and the new study con-
cerning tax subsidies is even more timely in
order to prepare for this.

Devoting attention to productivity in the
central government, and more broadly to the
development of productivity in the public sec-
tor, is extremely important for the functioning
of the economy in the current economic situ-
ation. The central government and general
government face a developing sustainabili-
ty gap that amounts to roughly 5% of GDP.
For economic and fiscal policy reasons and

owing to the ageing of the population and
the related decline in the supply of labour as
well as the need to prepare for climate and
environmental change, the systematic im-
provement of productivity and efficiency in
public administration and service production
must continue. In the National Productivity
Programme and efforts to improve efficiency
and effectiveness in the public sector in gen-
eral, greater attention must be paid to effi-
ciency as a whole, which means managing
more clearly the economy and overall pro-
ductivity of activities, the return on capital
and other dimensions of productivity besides
labour productivity. Improving energy and
environmental efficiency should be made an
important area of productivity and efficien-
cy work in the public sector as well. Improv-
ing economy and productivity requires the
skilful management of change. Ministries'
steering and management particularly need
to be strengthened. The productivity objec-
tives that are approved by ministries as an
essential part of performance management
have gaps. Productivity objectives were set
for only 40 per cent of government agencies
in result agreements. Evaluating the current
state of performance management on the ba-
sis of the setting of result objectives concern-
ing economy and true and fair information
in final accounts concerning these objectives,
essential changes did not take place in per-
formance management compared with past
years.

In 2008 auditing the quality of legislation
as part of central legislation in the field of
welfare services and concerning central gov-
ernment transfers to local government. On
the basis of audits, challenges for the quality
of legislation in the field of welfare servic-



es result from the fact that legislation is both
broad and vague and also incoherent and
fragmented. This weakens policy effective-
ness, cost-effectiveness and the evaluation of
cost impacts. From a financial viewpoint us-
ing legislation to address shortcomings is not
always an appropriate way to resolve prob-
lems in the audited services. Clear and suffi-
ciently detailed legislation is necessary to en-
sure the implementation of equality, as guar-
anteed in the Constitution. In legislation, in-
cluding grounds, the adequacy of econom-
ic resources, local self-government and citi-
zens' equal opportunities to receive services
should be prioritised more clearly in relation
to one another in matters where policy-mak-
ers wield discretionary power. Policy effec-
tiveness and cost-effectiveness in arranging
health-care services are clearly weakened by
the present multichannel financing system.
Data protection provisions in special legisla-
tion also needs to be clarified. Although the
preparation of the reform of central govern-

ment transfers to local government, which
entered into force at the beginning of 2006,
was found to be well implemented as a rule,
in the audit attention was drawn to the vague
nature of evaluations of effectiveness and the
understandability of legislation. The content
of legislation is ultimately up to the legisla-
tor's political judgment. Legally and from the
viewpoint of carrying out Parliament's will,
the reform cannot be reproached. Viewed
from a long-term economic perspective, how-
ever, the approved policies cannot be consid-
ered prudent in all respects. Future reforms
of central government transfers to local gov-
ernment should, in the opinion of the Nation-
al Audit Office, strive more strongly to apply
principles regarding good state aid, particu-
larly to the clearly calculatory nature of cen-
tral government transfers and other central
government funding on the basis of standard
costs and to seeing that the financing system
encourages efficient activities.
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1 Purpose of the report and basis for

findings

The report is based on the National Au-
dit Office's performance audits, financial
audits and expert activities. Financial au-
dit and performance reports as well as key
statements are available on the National Au-
dit Office's website (http://www.vtv.fi). An-
nual financial audits are conducted for 87
agencies that must prepare final accounts
containing financial statements according
to section 63 of the State Budget Decree
("accounting agencies”) as well as 32 other
agencies that are not required to prepare fi-
nancial statements but must submit a review
of operations according to section 65 of the
State Budget Decree.

Between the end of August 2008 and the
end of September 2009 reports were issued
on 23 performance audits and 12 follow-up
audits.

Chapter 2 monitors the implementation
of positions approved by Parliament on the
basis of reports issued by the Parliamenta-
ry Audit Committee if these have called for
the Government to report on the matter or if
audit activities have focused on related mat-
ters. The implementation of positions has
also been discussed in the National Audit Of-
fice's separate report to Parliament on the au-
dit of the final central government accounts
for 2008 and the Report on the Final Central
Government Accounts.

Chapters 3-6 present important audit find-
ings regarding central government finances
and activities broken down according to stra-
tegic theme areas. The selection of themes
has been guided by the strategic theme areas

specified in the National Audit Office's strat-
egy for 2007-2012 as well as the operational
and audit plan and the special focuses in the
risk analyses underlying the plan. The speci-
fication of strategic theme areas is based on
questions regarding matters that are impor-
tant for the effective and high-quality man-
agement of central government finances
identified on the basis of audit findings and
risk analysis performed by the National Au-
dit Office.

Chapter 3, in theme area A: Productiv-
ity, economy and delivery in public activi-
ties, discusses findings obtained in perform-
ance audits, financial audits, and information
technology and system audits regarding the
administrative courts, the relocation of the
Police IT Management Agency, the Shared
Service Centre of the Ministry of the Interi-
or and changes in financial administration in
ministries and agencies.

Chapter 4, in theme area D: Quality leg-
islation, deals with the quality of legislation
in welfare services, the quality of legisla-
tion concerning central government trans-
fers to local government and the quality of
legislation in regulating infrastructure and
discretionary financing for rural businesses.
The discussion is based on performance au-
dits dealing with occupational health care
and the prevention of alcohol-related prob-
lems, medical rehabilitation, the steering and
funding system for basic education, the for-
mula-based government grant system for so-
cial and health services, Nordic cooperation

in electricity emergency preparedness, main-



taining waterways and discretionary support
systems in the administrative sector of the
Ministry of Agriculture and Forestry. Fol-
low-up reports were completed on prevent-
ing young people's exclusion and monitoring
private social welfare services.

Chapter 5, in theme area F: Good manage-
ment of central government activities and as-
sets, discusses audits of the management of
financial assets, central government debt
management and the steering and adminis-
tration of off-budget funds.

Chapter 6, in theme area G: An efficient
and effective European Union and taking
advantage of the possibilities it offers at the
national level, deals with rural development
and agriculture policy on the basis of an au-
dit concerning discretionary support systems
in the administrative sector of the Ministry
of Agriculture and Forestry and regional and
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structural policy on the basis of an audit that
examined the impacts of regional develop-
ment programmes.

Chapter 7 evaluates the current state of
central government finances and administra-
tion on the basis of financial audit and per-
formance audit findings.

Chapter 8 presents key findings and con-
clusions by administrative sector from the
financial audits and performance audits on
which the summary is based.

Chapter 9 reviews the National Audit Of-
fice's strategy and key information on per-
formance and development in 2008. A more
detailed description of finances and opera-
tional performance is contained in the Na-
tional Audit Office's annual report and finan-
cial statements, which are available on the
Internet (www.vtv.fi/julkaisut).



2 Monitoring of the implementation of
positions taken by Parliament

2.1 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
have called for the Government to report on
the matter or if audit activities have focused
on related matters. Positions taken by Par-
liament concern important matters in which
achieving change is often slow. For this rea-
son the National Audit Office monitors such
matters over the longer term if necessary.

New audits also pay attention to monitoring

regarding positions taken by Parliament in

the past.

In parliamentary communication 11/2008
Parliament called for the Government to re-
port on the implementation of the following
measures in the Report on the Final Central
Government Accounts for 2008:

1 Parliament calls for the Government to
prepare the necessary legislation to in-
crease the effectiveness of the state's in-
formation management, specifying the
Ministry of Finance's steering power and
other necessary matters.

2 Parliament calls for the Government to
take measures to correct shortcomings
and problems regarding electronic iden-
tification and officials' certificate services
and present legislative solutions and oth-
er necessary measures regarding them.

3 Parliament calls for compliance with
good governance and openness in imple-
menting the National Productivity Pro-
gramme. The Government must report

the real productivity benefits of measures

in its spending limits calculations and not

only reductions in personnel.

In parliamentary communication 21/2008
Parliament called for the Government to re-
port on the implementation of the following
measures in the Report on the Final Central
Government Accounts for 2008:

4 Parliament calls for the Government to
provide Parliament an account of devel-
opment policy lines for the state's cash
management and the need to amend leg-
islation regarding the budget.

5 Parliament calls for the Government to
take measures to ensure the compati-
bility of public administration's and first
of all health care's information systems,
shared application services and open in-
terfaces for the smooth exchange of in-

formation between information systems.

In parliamentary communication 25/2007
Parliament called for the Government to re-
port on the implementation of the following
measure in the Report on the Final Central
Government Accounts:

6 Parliament calls for the Government to
prepare a study of tax subsidies exam-
ining the principles in the Government's
tax policy, particularly the principle of
neutrality and the handling of tax sub-
sidies as part of the spending limits and
budget procedure and to supply Parlia-
ment an account of its measures in the
Report on the Final Central Government

Accounts.
11



2.2 Implementation of monitored positions

Reporting on monitored positions

The implementation of the positions in
points 1 and 2 was discussed in the National
Audit Office's separate report to Parliament
on the audit of the final central government
accounts for 2008 and the Report on the Fi-
nal Central Government Accounts. That re-
port also touched on the implementation of
the National Productivity Programme under
point 3. Chapter 3 of this report also deals
with central government productivity.

With regard to points 4-6 the National Au-
dit Office has made the following findings in

its monitoring:

The state’s cash management (point 4)

In its audit of the state's cash management
the National Audit Office concluded that the
budget-covering requirement does not im-
pose a strict obligation to borrow more than is
required to maintain the cash position. In the
opinion of the National Audit Office, great-
er attention could be paid to liquidity in bor-
rowing. In practice this means that it should
not be necessary to withdraw a loan on the
grounds of complying with the budget unless
this is required to maintain liquidity. Short-
term borrowing in excess of what is required
to maintain liquidity, which takes particu-
larly around the end of the year, is pointless
and costly. The National Audit Office recom-
mended that, in order to increase the econ-
omy of cash management and reduce risks
associated with cash, budgeted loans should
not be withdrawn insofar as they are not nec-
essary for central government finances.
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The Action Report on the Budget, which is
part of the Report on the Final Central Gov-
ernment Accounts, described factors and
challenges regarding the development of
cash management to which attention was
drawn in the audit report and noted that, in
connection with the reform of budget legisla-
tion that is being prepared by the Ministry of
Finance, measures needed to achieve objec-
tives regarding cash management and the ef-
fects of such measures will also be evaluated.

As a direct measure the 2009 Budget was
revised so that, if liquidity allows, the total
amount of a loan budgeted in an item does
not have to be withdrawn if accumulated rev-
enues in other revenue items exceed the cor-

responding budgeted figures.

Compatibility of health care
information systems (point 5)

The National Audit Office has not audited
the compatibility of information systems in
the field of health care. The poor compati-
bility of information systems has often been
observed in audits, however. Development
in this matter has been slow and not always
positive.

The Government's stand of 6 March 2009
on accelerating the development of the in-
formation society and e-services is a clear
expression of will to resolve the matter. The
Government's stand notes the need to make
systems in the entire field of public admin-
istration more compatible. This includes
both central government and local authori-
ties, and compatibility is particularly impor-
tant when it comes to information systems



in health care. Implementing the proposed
changes will be exceptionally challenging,
but the benefits that can be achieved in econ-
omy and delivery are also considerable.

In autumn 2009 the National Audit Office
will complete a performance audit concern-
ing information system projects being con-
ducted by the Ministry of Social Affairs and
Health. This audit will also deal with infor-
mation systems in health care.

Tax subsidies (point 6)

In the Report on the Final Central Govern-
ment Accounts for 2007 the Government an-
nounced that it would launch a new study of
tax subsidies. The project was supposed to
prepare an international comparison of tax
subsidies and compile international experi-
ences by the end of 2008. In 2009 the inten-
tion is to conduct a research project on tax
subsidies in Finland and in this connection
draw conclusions and make recommenda-
tions for the future budget process regard-
ing tax subsidies.

The preparation of the international com-
parison is behind schedule. A draft report
was completed in May 2009, however.

In principle Finland has strived for a broad
tax base and through this lower tax rates. In
spite of this new tax subsidies have been ap-
proved recently. When the 2009 Budget was
drafted, the maximum household deduc-
tion was increased and tax rates on earnings
from timber sales were cut. The Ministry of
Finance estimates that together these will re-
duce tax revenues by 185 million euros. Tax
subsidies are problematic from the viewpoint
of the budget process. They are not consid-
ered in central government spending limits,
although both the cases mentioned above,
for example, clearly involve support that is
meant to have impacts on people's behaviour
paralleling normal appropriations. Increas-
ing tax subsidies does not fit well with the
goal of a broad tax base and low tax rates.
After a long decline in the number and to-
tal amount of tax subsidies, these have now
turned up slightly.

In future attention still needs to be paid to
improving information on tax subsidies. As
a result of the financial crisis and growing
debt, expanding the tax base will require
serious thought. The preparation of a new

study of tax subsidies is increasingly timely.
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3 Productivity in central government

The development of productivity in the pub-
lic sector has received increasing attention
because the workforce is shrinking by about
1.5 per cent a year as a result of the ageing of
the population. If the rate of employment, la-
bour input and labour productivity cannot be
clearly raised, the shrinking of the workforce
will significantly curb economic growth and
thus erode the financial foundations of the
welfare state. Another threat is that the de-
mand for labour in the public sector will put
an excessive strain on the age cohorts enter-
ing the labour market in the future.

As aresult of the international financial cri-
sis and recession, the public sector's share of
the economy is growing in Finland as well.
This is due to the functioning of automatic
stabilisers when the business cycle wors-
ens, since these increase without the need
for separate decisions in a downturn. With
regard to policy, a more active approach to
business cycles and a bigger role for the cen-
tral government in business life also tend to
increase the public sector's share of the econ-
omy. In Finland the public sector's share of
GDP has traditionally been quite high on ac-
count of the Nordic welfare state model and a
broad system of public services. Taking care
of the efficiency of a broad — and in some re-
spects expanding — public sector and public
finances is thus extremely important for the
proper working of the economy.

The emphasis on improving efficiency in
public finances and public activities is also
grounded on the increasing pressure that is
being placed on care and welfare services
as a result of the ageing of the population

and growth in expenditure on these services.

Raising productivity is one way to prepare for
the rise in pensions and age-dependent care
and welfare expenditure without causing ex-
cessive restrictions on welfare and growth for
the economy.

The international recession and financial
crisis place efficiency in Finland's public sec-
tor and as part of this the need to improve
productivity in a new framework. Central
government debt is already growing sharp-
ly in 2009, and in the next few years it is ex-
pected to double both in euro terms and in
relation to GDP. Interest costs on central gov-
ernment debt, even with interest rates on a
low level, will restrict room for manoeuvre
in public finances in a more significant way
than before.

It appears that a sustainability deficit on
the order of 5% of GDP is developing in cen-
tral government finances and general gov-
ernment finances. The rising debt burden
and budget deficits will limit the economy's
and society's risk-taking ability in a sub-
stantial way. In the near future tax rates will
have to be increased, which is not necessar-
ily expedient from the viewpoint of economic
growth and structural change.

The sustainability deficit and pressure
to raise tax rates can be managed to some
extent by substantially improving efficien-
cy and productivity in public activities and
in the opinion of the National Audit Office,
there is clearly a need to improve the policy
effectiveness and cost-effectiveness of pub-
lic activities. The National Audit Office views
improving policy effectiveness and cost-ef-
fectiveness as one of the key challenges in
preparing the budget in the near future'.

! Fiscal policy risks and certain key challenges in the coming years are discussed in Chapter 5 of the National Audit Office's separate

report to Parliament on the audit of the final central government accounts for 2008 and the Report on the Final Central Government

Accounts, see R 12/2009 vp, pp. 32-44.
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The economic consequences of climate
and environmental change are another fac-
tor that essentially influences the need to
improve efficiency and productivity in pub-
lic activities. On the basis of a risk analysis,
the National Audit Office has specified the
management of climate and environmental
change as a significant risk area for our soci-
ety and central government finances as well
as the management of central government fi-
nances.

The National Audit Office is participating
in international cooperation in which one aim
is to evaluate how successfully different na-
tions and their governments are managing
risks associated with climate and environ-
mental change and how effective measures
in this area are. In connection with this inter-
national cooperation and the National Audit
Office's own strategic planning and risk anal-
ysis as well as audits conducted on this ba-
sis, information has been compiled concern-
ing the scale of the economic effects of cli-
mate and environmental change.

The most recent research data that have
been collected on the international level, for
instance in the assessment reports issued
by the Intergovernmental Panel on Climate
Change, indicate that climate change ap-
pears to be proceeding so that with regard to
scenarios describing the economic impacts of
climate change, research data point to a sce-
nario in which broader economic impacts can
be expected. The potential risk and threat to
the economy and central government financ-
es as a result of climate and environmental
change in scenarios in Finland as well would
be at least on the same order as what we can
expect as a result of the ageing of the popula-
tion and the change in the population struc-
ture.

Climate change is not just a factor that will
restrict economic growth; managing risks

associated with climate change will also re-
quire changes in the structure of the econo-
my and public activities. Improving energy
efficiency will be one very important meas-
ure of the effectiveness of public activities
and publicly funding activities. In addition
to this, climate and environmental change
will also lead to more broadly to the need to
improve productivity and efficiency in pub-
lic activities. Raising productivity is a way to
adjust to necessary change and its econom-
ic impacts. Improving efficiency in public fi-
nances and activities will economic room
for manoeuvre for the investments that are
needed to mitigate climate warming and re-
spond to environmental risks.

Over the longer term the economic im-
pacts of climate and environmental change
may lead to a situation in which economic
development and welfare are measured not
in terms of GDP but in terms of how the qual-
ity of the living environment improves while
economic prosperity remains unchanged. In
future this will require improving efficiency
in public activities and overall productivity as
one expression of this.

The European Union has already decid-
ed on measures that will place new require-
ments on efficiency and productivity in public
activities as well. The Energy Services Direc-
tive (2006/32/EC) contains general require-
ments concerning end-use efficiency, which
also apply to the public sector. In future the
public sector will have a broader role in pro-
moting energy efficiency by showing a good
example. For example, by making efficient
use of premises and through new office plans
and working and travel arrangements, public
services can help meet objectives regarding
higher end-use efficiency. Solutions aimed at
improving energy efficiency in public activi-
ties are in line with improving productivity

and procedures in modern public activities.
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Public administration’s response to produc-
tivity development and the need to improve
efficiency in central government activities is
the National Productivity Programme. The
programme was launched by Prime Min-
ister Vanhanen's first Cabinet. Prime Min-
ister Vanhanen's second Cabinet has con-
tinued implementing the programme. The
programme's objectives were first outlined
clearly in a strategy document that was ap-
proved by the Government on 25 September
2003. The objective is planned and verifiable
growth in productivity and efficiency in pub-
lic administration and services and the utili-
sation of productivity benefits. This requires
the structural and operational reform of ad-
ministration.

The National Audit Office will report to
Parliament in 2011 on audit findings con-
cerning the conditions, management and ef-
fectiveness of the National Productivity Pro-
gramme. The National Audit Office has also
conducted audits that look at the theme of
productivity from different perspectives. The
following paragraphs describe key findings
of these audits for Parliament.

Measuring productivity is problematic
and has gaps

Since 1996 Statistics Finland has developed
the measurement of productivity in pub-
lic services. Central government productiv-
ity statistics describe changes in accounting
agencies' outputs and labour and overall in-
puts as well as changes in labour and overall
productivity calculated on this basis. Statis-
tics are not comprehensive, however. They
do not include unincorporated state enter-
prise, for instance.

At the beginning of 2005 Statistics Finland
launched a project in which productivity cal-
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culations are prepared for different adminis-
trative sectors, in addition to calculations for
central government at the aggregate level.
Within the framework of this project Statis-
tics Finland has started cooperation projects
with different administrative sectors in which
the objective is to devise productivity indica-
tors that are suitable for the agencies in each
administrative sector. This objective has not
been achieved in every administrative sec-
tor, however.

According to section 11 of the State Budg-
et Decree, a ministry must approve the
breakdown of budgetary accounts and per-
formance objectives without delay after Par-
liament has approved the budget. The per-
formance criteria stipulated in the State
Budget Act and State Budget Decree include
operational efficiency, which according to
budget legislation comprises productivi-
ty and economy. According to budget leg-
islation performance objectives must be set
for economy and productivity, among other
things. The State Budget Act also requires
ministries and other government agencies
to provide true and fair information on their
performance. This includes the obligation to
report true and fair information on economy
and productivity.

Financial audits conducted by the National
Audit Office have evaluated the operation-
al efficiency objectives set by ministries in
terms of their scope and whether true and
fair information has been provided on econ-
omy and productivity as required by budget
legislation.

On the basis of financial audits, the objec-
tives that have been approved by ministries
concerning productivity, which are an essen-
tial part of performance management, have
gaps. Productivity objectives were set for
only 40% of agencies in performance agree-
ments.



The information that was presented on
productivity was considered true and fair in
80 agencies. This is 67% of all agencies. In-
formation on productivity was considered
fair in 78% of agencies and true in 73% of
agencies.

The current state of performance manage-
ment on the basis of the objectives that have
been set for operational efficiency and re-
ported information on this subject is evaluat-
ed in greater detail in Chapter 7 below.

There is still clearly room for substantial
improvement in reporting on productivity
and economy. Since true and fair information
on economy and productivity as required by
budget legislation can be reported consider-
ably more often than the objectives that have
been set, however, problems have more to do
with steering and gaps in management than
measurement by itself.

Properly measuring productivity in pub-
lic activities in a way that is meaningful for
steering and management is quite difficult.
The productivity indicator that has been de-
veloped for the public sector by Statistics Fin-
land on the basis of budget legislation and
the objectives in it is not sufficient in itself to
describe the operational efficiency of public
activities as a whole.

The challenges involved in preparing pro-
ductivity indicators and evaluating produc-
tivity are reflected by an audit of the admin-
istrative courts that was conducted by the
National Audit Office. The expansion of the
administrative courts’ jurisdiction and the
increasing volume of cases have led to long-
er processing times and backlogs as well as
large variations in processing times and ef-
ficiency between different administrative
courts and case categories. Indicators that
would take into account large differenc-
es between case categories and decisions
are not in use in the administrative courts’

performance management. The productiv-
ity indicator that is used, decisions/person-
years, does not describe real productivity
very well. The indicator is too simple and
can even be misleading, since it does not
take into account the case structure, cases’
degree of difficulty or the structure of per-
sonnel.

The National Audit Office has called for
the Ministry of Justice to study what factors
have a real influence on the administrative
courts’ productivity and differences in pro-
ductivity. Can better labour productivity be
achieved in the administrative courts by de-
veloping the structure of posts, procedures
and management? Such a study is needed
as a basis for evaluating performance and
the quality of activities and for allocating re-
sources.

An audit concerning the district courts not-
ed similar problems in measuring productiv-
ity as in the audit of the administrative courts.
Problems were also observed in the use of
weighting coefficients for cases. Since dif-
ferences in the volume of work have always
been a problem in the lower courts, the Min-
istry of Justice, in order to achieve compa-
rability and to neutralise variations between
the district courts and the nature of cases, has
set different weighting coefficients for differ-
ent types of cases.

A particular problem with coefficients con-
cerns matters that can be delegated to office
personnel. On the one hand, in courts where
the volume of cases is not sufficient to em-
ploy two judges, judges must decide what
cases can be delegated to someone else. This
is partly responsible for small courts’ high
productivity figures, which in turn legitimis-
es the continued operation of units that are
too small: resources are thus allocated inef-
ficiently.
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Relocation and productivity

Relocation refers to the shifting of central
government activities from the Helsinki re-
gion to other part of Finland. This will result
in a decrease in civil service jobs in the Hel-
sinki region and a corresponding increase in
jobs elsewhere.

The purpose of an audit concerning the
relocation of the Police IT Management
Agency was to examine the operational, fi-
nancial and personnel impacts of the relo-
cation of the Police IT Management Agen-
cy on the agency as well as regional impacts
on the Rovaniemi region. The audit viewed
the nontransferrability of tacit knowledge as
a key problem. From the viewpoint of labour
productivity, the loss of employees' expertise
should be minimised.

The relocation of the agency's head office
required the large-scale recruiting of new
personnel. This is in conflict with the Nation-
al Productivity Programme.

A decision to relocate activities or the de-
ferral of such a decision and resulting un-
certainty about jobs have negative effects
on employees and well-being at work, occu-
pational health and motivation — and conse-
quently labour productivity.

The National Audit Office called for more
emphasis to be placed on preliminary studies
before activities are relocated. Verifying the
real impacts of relocation requires systemat-
ic monitoring. Central government finances
have to bear additional costs as a result of
pay and pensions for employees who must
be replaced by recruiting new employees for
the relocated unit. These matters should be
taken into account in estimating the impacts
of relocation on central government finances

and productivity.
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Service centres as increasers of
productivity

The term service centre refers to an arrange-
ment in which functions, expertise and infra-
structure supporting core activities are con-
centrated in a single place while core activ-
ities remain in the original organisation. A
service centre is intended to provide econ-
omies of scale. A government service cen-
tre produces support services for govern-
ment agencies. A service centre is formed by
combining financial and personnel manage-
ment tasks previously operating in ministries
and agencies in the service centre's locality
and other areas into one organisation. An
agency relinquishing in-house support func-
tions outsources them to a service centre. In
a project concerning the establishment of a
service centre, it was estimated that serv-
ice centre activities could yield productivity
benetfits of up to 40% in the efficiency of fi-
nancial and personnel administration tasks.

An audit concerning service centres that
was conducted by the National Audit Office
found that the general objective of increas-
ing productivity by 40% in financial and per-
sonnel administration services was set before
detailed cost-benefit analyses had been per-
formed in different administrative sectors.
The National Audit Office concluded that, in
order to keep objectives realistic, the start-
ing situation should have been analysed as
thoroughly as possible and only then should
objectives have been set.

The audit focused on the activities of the
Shared Service Centre of the Ministry of the
Interior. On the basis of the audit, the estab-
lishment of the Shared Service Centre of the
Ministry of the Interior succeeded reasonably
well as a whole. The Shared Service Centre
was set up on a relatively fast timetable, con-
sidering the requirements of relocation poli-



cy. An increase in productivity was observed.
The Shared Service Centre has managed to
improve the efficiency of the financial and
personnel administration services it produc-
es by increasing productivity in the handling
of bills and payroll accounting, among other
things.

The audit noted that shifting to service
centre activities always requires a transition
stage and the adoption of a new way of op-
erating. Consequently the total number of
person-years required for some processes
may temporarily rise. From the viewpoint of
productivity it is essential during the transi-
tion stage to start planning job descriptions
and tasks for employees who have previous-
ly worked in the production of financial and
personnel administration services and are
staying in customer agencies so that overall
productivity objectives for financial and per-
sonnel administration tasks can be achieved.

The customer-service centre relation cor-
responds to an orderer-producer model. The
aim is regulation, productivity benefits and
cost-effectiveness. In the opinion of the Na-
tional Audit Office, further measures to im-
prove the efficiency of financial and person-
nel administration should focus on large-vol-
ume processes and parts of processes. Proc-
esses can be simplified by planning and re-
organising them, so that better results can be
achieved from automating processes com-
pared with automating existing processes as
they are. Process owners' role and responsi-
bilities should be clearly defined and proper
conditions and incentives should be created
for owners to achieve results.

On the basis of service centre audits and
an audit of changes in the financial model,
the National Audit Office has noted that the
reform of support services for financial and
personnel administration so far has not pro-
duced the kind of benefits that have been

expected, and there have been problems
in practical implementations. Carrying out
changes in two stages, with several separate
service centres being established in the first
stage, has tied administration's resources and
delayed their focusing on other important de-
velopment measures. If a single shared serv-
ice centre had been established to begin
with, without an interim stage, the uniformi-
ty of administrative sectors' procedures could
have been better ensured in information sys-
tems' early introduction stage. It would thus
have been possible to prevent the establish-
ment of different procedures in service cen-
tres and to achieve better cost-effectiveness
in financial and personnel administration at

an earlier stage.

Productivity benefits of the
development of information technology

Developing information technology applica-
tions and information management systems
has been viewed as a significant factor in
raising central government productivity. The
National Audit Office has conducted sever-
al information technology and system audits.
These have not directly evaluated the pro-
ductivity effects of the measures that have
been taken but have focused on evaluating
project management and economy in devel-
opment projects. Audits have found, among
other things, that development projects have
exceeded planned costs and have fallen be-
hind schedule and that the coordination of
projects has been weak. Another problem
has involved shifting from the old informa-
tion system to the new one and system com-
patibility so that activities can be performed
efficiently during the transition stage.

The audit concerning the Shared Service
Centre of the Ministry of the Interior noted
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that information systems have caused over-
lapping activities, such as the need to record
billing data twice, in service centres and cus-
tomer agencies. On the other hand the audit
drew attention to electronic solutions that in-
creased productivity. For example, many fi-
nancial administration reports are still print-
ed out for end-users even when electronic
reporting would be possible. The audit not-
ed that electronic signing, billing and budg-
et drafting, for instance, are areas for devel-

opment.

Conclusions

It is easy to reach agreement on the need to
improve productivity, but finding practical
management tools to achieve a genuine and
sustainable improvement in productivity is
substantially more difficult. This is a funda-
mental risk for the steering and management
system, and its materialisation has substan-
tial economic impacts. On the basis of audits
and the audit summaries prevented above,
the National Audit Office presents the fol-
lowing conclusions and recommendations.

One of the most important challenges in
preparing the budget and in financial and
administrative policy in the coming years is
keeping a tight rein on expenditure, ensur-
ing the sustainability of public finances and
improving the social effectiveness and cost-
effectiveness of public activities.

For economic and fiscal policy reasons and
owing to the ageing of the population and
the related decline in the supply of labour,

the systematic improvement of productivity
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and efficiency in public administration and
service production must continue.

The National Productivity Programme has
focused too much attention on labour pro-
ductivity and reducing person-years.

In the National Productivity Programme
and efforts to improve efficiency and ef-
fectiveness in the public sector in general,
greater attention must be paid to efficiency
as a whole. This means steering and manag-
ing more resolutely the economy and overall
productivity of activities, the return on capi-
tal and other dimensions of productivity be-
sides labour productivity, as well as energy
efficiency.

The ministries do not steer and manage the
economy of public activities in a way that is
adequate to respond to economic and fiscal
policy challenges. Serviceable indicators ex-
ist to steer and evaluate economy and pro-
ductivity. The problem is that objectives are
not set and there are gaps in management.

Economy and productivity can only be im-
proved through disciplined, professional and
patient management. Ministries' approach to
steering and management particularly needs
to be strengthened. Operational units require
more professional and long-term manage-
ment and especially management of change.
This can also be supported by disseminating
good examples and practices more effective-
ly and by strengthening management's in-
centives to develop innovations, economy
and productivity.

Public acceptance of effectiveness and pro-
ductivity work must be improved by increas-
ing open discussion and by setting clearer

objectives together with justifications.



4 Quality legislation as part of central
government decision-making

4.1 The quality of legislation in welfare services

The significance of better regulation
in welfare services

Social and educational rights were included
in the reform of basic rights (or fundamental
rights) in 1995. The content of the reform of
basic rights was written into the Constitution
of 2000 practically without change.

According to the Constitution (section
19:3), public authorities must guarantee eve-
ryone adequate social and health services, as
provided in an Act of Parliament, and pro-
mote the health of the population. This places
an obligation on Parliament to enact legisla-
tion providing for adequate social and health
services. The provisions in section 19:3 of the
Constitution do not give individuals subjec-
tive rights but place an obligation on public
authorities. The obligation to implement ba-
sic rights requires public authorities to take
measures to implement these rights. It is up
to Parliament to decide what kind and lev-
el of social and health services are adequate
and how the health of the population should
be promoted.

The Constitution guarantees everyone a
subjective right to basic education free of
charge (section 16). Local authorities have a
special obligation to arrange services that are
based on subjective rights and a general ob-
ligation to arrange other services based on
ordinary legislation.

In practice responsibility for social and

health services and basic education mostly
concerns tasks that have been assigned to
local authorities. According to section 121
of the Constitution, provisions governing
tasks assigned to local authorities must be
laid down by an Act of Parliament. Arrang-
ing social and health services and basic ed-
ucation is a local authority's statutory task,
and it must allocate resources to arrange this
task. The central government participates in
financing basic services through transfers to
local government for social and health serv-
ices and basic education. In connection with
the basic rights reform, it was emphasised
that when normal legislation obliges local
authorities to perform tasks, it is important
to ensure local authorities’ real conditions to
perform tasks.

Since citizens have a statutory right to cer-
tain social benefits and services, the legis-
lative perspective is highlighted in ensur-
ing services. Implementing good regulation
principles in welfare services is essential to
implement individuals' basic rights.

All the economic, social and educational
rights prescribed in the Constitution are in
practice spelled out in ordinary legislation.
This legislation also decides to what extent
the constitutional principle of equality is put
into practice in welfare services and to what
extent the content of welfare services is left
up to democracy at the municipal level as

part of local self-government. The Constitu-
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tion requires that everyone should be treat-
ed equally and have equal access to servic-
es based on legislation, regardless of where
people live. Insofar as the content of welfare
services is intentionally left up to local au-
thorities in important respects, the services
received by citizens in different parts of the
country and in different municipalities vary.
There is nothing improper about this as long
as there are acceptable reasons for differ-
ences in the arrangement and availability of
services or the matter concerns services that
are arranged voluntarily by local authorities.
If real variations in the availability and level
of services are remarkably large in different
municipalities, the situation is problematic in
view of the constitutional principle of equal-
ity. Basic rights that are prescribed as sub-
jective rights in the Constitution, in welfare
services notably the right to basic education
free of charge (section 16) and the right to
receive indispensable subsistence and care
(section 19:1), must be ensured equally na-
tionwide. Ensuring equality is also important
in basic economic, social and educational
rights whose concrete content is prescribed
in ordinary legislation as Parliament sees fit.
For example, section 16:2 of the Constitution
requires public authorities to ensure, as pre-
scribed in legislation, everyone's equal op-
portunity to receive other educational serv-
ices besides basic education in accordance
with their ability and special needs as well as
the opportunity to develop themselves with-
out being impeded by economic hardship.
Equality in this connection means, among
other things, that everyone must be guaran-
teed opportunities to receive education and
to develop themselves, as provided in legis-
lation, regardless of where they live.

The Government's Better Regulation Pro-
gramme mentions citizens' expectations
concerning legislation and its quality. The
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essential thing is for the objectives and im-
pacts that are intended in legislation to be
implemented in practice. Legislation that is
clear, understandable and predictable from
citizens' viewpoint is a basic requirement of
good regulation. The Better Regulation Pro-
gramme reconfirms the principle that Par-
liament should enact provisions that ensure
a real and effective opportunity to take ad-
vantage of rights as a criterion of good leg-
islation. In legislation regarding social and
health services, implementing this principle
is challenging, particularly in services that
are regulated by framework acts.

The Better Regulation Programme men-
tions that a principle for better regulation
is that legislation must be transparent. The
principle of transparency can also be deemed
to include the requirement that legislation
as well as preparatory documents clearly in-
dicate what matters Parliament genuinely
wishes to leave up to the local level and to
what extent a different level of service avail-
ability and quality as a result of this can be
considered socially acceptable legally and
from the viewpoint of discretion as to what is
opportune. In health care, for instance, legis-
lation concerning guaranteed access to treat-
ment and the Government Decree on child
health clinics, school and student health care
and children'’s and young people's oral health
care contain provisions aimed at ensuring the
equal availability and content of services re-
gardless of where people live.

Legislation should explain the reasons be-
hind value judgments and the setting of pri-
orities between different objectives that can
ultimately be traced to the Constitution or
other socially acceptable objectives. If the
content of welfare services is intentionally
left up to local authorities in important re-
spects, from citizens' viewpoint it is neces-

sary to ensure that citizens can evaluate the



quality of welfare services on the basis of
easily available information and thus partici-
pate in decision making at the local level in
a knowledgeable way.

The transparency of legislation also in-
cludes the implementation of the constitu-
tionally derived principle of adequate financ-
ing when local authorities are given obliga-
tions to arrange welfare services. In drafting
legislation greater attention should be paid
to local authorities’ real conditions to meet
statutory obligations in a way that ensures
equality nationwide. According to the prin-
ciple of adequate financing, the central gov-
ernment and ultimately Parliament as the
exerciser of legislative and budgetary power
must allocate sufficient funds to local authori-
ties so that they have real preconditions to
produce services that are prescribed in leg-
islation. The economic burden and reduc-
tion in production potential resulting from
the ageing of the population, the widely var-
ying development of the population structure
in different municipalities and regions, and
the deepening sustainability deficit in pub-
lic finances as a result of the international fi-
nancial crisis and recession together with the
drop in public tax revenues will severely test
the application of the principle of adequate
financing in welfare services in the coming
years.

One principle of better regulation is that
regulation should promote legal security and
confidence. Legislation that prescribes sub-
jective rights to welfare services should be
sufficiently clear and together with the fi-
nancing of welfare services and other steer-
ing should provide real preconditions to im-
plement basic rights and other statutory
rights in practice. Another important prin-
ciple of better regulation is that legislation
should lead to the intended impacts. If rights
have been prescribed as subjective rights in

welfare services, the real implementation of
these rights should also be possible in prac-
tice. Qualitative criteria applying to public
welfare services prescribed in legislation and
access to services should be put into practice
in the manner intended in legislation. Oth-
erwise the law is an empty promise, which
in the longer run erodes citizens' trust in the
law and society in general.

Implementing welfare services and thus
citizens' statutory rights in practice often re-
quires many other measures in addition to
legislation. Legislation in itself is seldom suf-
ficient to lead to the intended impacts. Some
problems regarding the quality of services
and access to services may be due to social,
structural and economic matters that legis-
lation concerning welfare services and sup-
plementary steering on the part of public au-
thorities can do little to resolve. The limits
of legislation and supplementary steering
should be evaluated and presented openly.

Framework acts and legislation setting
broad objectives are used extensively in reg-
ulating and steering welfare services. Frame-
work acts and legislation setting broad ob-
jectives are also used partly as a compromise
between welfare state objectives, which con-
cern access to welfare services and the devel-
opment of their content, and economic reali-
ties. Framework acts and legislation setting
broad objectives do not give citizens actual
rights but are meant to steer local authori-
ties and other producers of welfare services
in arranging service activities. With this type
of regulation, it is often difficult to implement
one principle of better regulation, which is
that legislation should lead to the intended
impacts. One of the risks of framework acts
is that, if conflicts between tight financial re-
sources and objectives concerning welfare
services are not resolved and if different ob-
jectives are not placed in order of real im-
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portance, framework acts and supplementa-
ry information steering may be used as a sort
of compromise. If framework acts and sup-
plementary information steering are used as
a regulatory model, one must recognise that
this model does not necessarily lead to an-
ything even approaching an equal level of
service quality or access to service. On ar-
gument in favour of framework acts, on the
other hand, is that they provide room for ma-
noeuvre and possibilities to arrange servic-
es in the best way according to regional and
local circumstances. In this case the impacts
and quality of services, evaluated from the
perspective of users and citizens, are bet-
ter than what could be achieved with strict
and uniform norms applying to the entire na-
tion. On the basis of audit findings made by
the National Audit Office concerning health
care, education and related financing, and
preventing exclusion, however, broad norms
together with supplementary recommenda-
tions and other information steering cannot
ensure the implementation of the principle
of equality as required by the Constitution.
Opting for framework acts and legislation
setting broad objectives over clear and pre-
cise provisions amounts to compromising on
equality.

Quality legislation has economic dimen-
sions, which have been emphasised in the
Government's Better Regulation Programme.
Good legislation and a good regulatory en-
vironment create proper conditions for eco-
nomic growth and competitiveness as well
as higher productivity and efficiency. A key
objective of the welfare state is to ensure a
minimum level of welfare, increase equali-
ty and strengthen the economic base. These
also support the achievement of temporally
and environmentally sustainable economic
growth. Basic and welfare services that are
prescribed in legislation or guided by legis-
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lation account for a significant share of the

economy and central government expendi-

ture.

According to national accounts data for
2007, health care and social service outputs
produced by central government and local
government units accounted for about 8 per
cent of GDP and educational service out-
puts produced by central government and
local government units accounted for about
4.8 per cent of GDP. According to calcula-
tions concerning the sustainability of public
finances that were prepared using a method
approved by the European Commission, ex-
penditure on health care and extended care
is expected to increase clearly in relation to
GDP. As far as welfare services are used to
maintain and develop competence and par-
ticipation in working life, funds spent on wel-
fare services in fact amount to investments in
the economy.

The economic impacts of legislation con-
cerning welfare services, including the im-
pacts of legislation on public spending as
well as the economic and social benefits of
services together with legislation's possibili-
ties and limits when it comes to developing
the efficiency of public service production
are a very important question for the econ-
omy. Also essential is how well legislative
steering can support the lengthening of em-
ployment at both ends. Owing to the chal-
lenges facing Finland's economy and public
finances in the coming years and decades,
legislation concerning welfare services must
pay greater attention to the following prin-
ciples of better regulation as outlined in the
Better Regulation Programme:

— Legislation must support the accrual of
competence and promote good working
conditions and well-being at work.

— Legislation must promote access to the

market and productivity.



— Legislation must play its part in the sus-
tainability of public finances over the
medium and long term.

Performance audits concerning the
quality of legislation and its steering
effect and audit perspectives

Performance audits examine the implemen-
tation of objectives that have been set in
legislation (social effectiveness) and evalu-
ate the economy of activities as well as any
problems that may hamper effectiveness and
economy.

The clarity of objective setting is one of
the most important perspectives in perform-
ance audits. Clearly set objectives are indis-
pensable for the transparency of legislation
and as a general precondition for legislation
to achieve objectives and for these objectives
to be evaluated.

Detailed legislation does not always re-
solve problems related to welfare services
but can even lead to more fragmented serv-
ices. A key feature influencing the quality of
legislation, particularly in times of scarce re-
sources, is also that broad legislation inten-
tionally gives actors room for interpretation
regarding the scope, level and targeting of
services. Detailed legislation does not resolve
problems regarding the financing of the sys-
tem of services or tight public resources. Leg-
islation and financing, the availability of the
necessary personnel to produce services and
other conditions for the actual production of
services must therefore be examined as a
whole.

Performance audits that have been con-
ducted by the National Audit Office dur-
ing the past year have drawn attention to
the quality of legislation and its steering ef-

fect in mental health services, occupational

health care, medical rehabilitation and basic
education. An audit concerning occupation-
al health care and the prevention of alcohol-
related problems (177/2008) sought to deter-
mine how well the way in which occupation-
al health care is arranged meets the objec-
tives in legislation and whether occupation-
al health care helps prevent alcohol-related
problems. An audit concerning medical re-
habilitation (193/2009) particularly exam-
ined whether the steering and organisation
of medical rehabilitation ensures access to
rehabilitation services. An audit on the effec-
tiveness of legislation steering mental health
services (194/2009) looked at whether cur-
rent instruments can be used to steer the pro-
duction of services properly. An audit of the
steering and funding system for basic educa-
tion (192/2009) asked whether the steering
and funding system for basic education forms
a clear and coherent whole. An audit con-
cerning the formula-based government grant
system for social welfare and health services
(181/2009) focused on transparency. Follow-
up reports were completed on preventing
young people’s exclusion (146/2007) and su-
pervising private social services (101/2005).

Conclusions

Challenges regarding the quality of legisla-
tion in welfare services have to do with the
fact that legislation is broad and vague on
the one hand and incoherent and fragment-
ed on the other. Both of these weaken the
steering, effectiveness, organisation and
cost-effectiveness of activities and the eval-
uation of cost effects. From the viewpoint of
recipients, variations regarding equal ac-
cess to services stand out. Variations in ac-
cess to services may not have been present-
ed openly, with legislation giving higher pri-
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ority to local decision-making for instance,
or by stating openly enough from citizens’
viewpoint that the availability and quality
of services has been left up to local authori-
ties to decide in the details — or in some cas-
es even in essential aspects — depending on
their financial and operational possibilities
to arrange services.

In the opinion of the National Audit Office
and with regard to the audited services, deal-
ing with individual problems in service pro-
duction by legislative means is not always
the most expedient way to resolve problems
from the perspective of public finances. More
detailed legislation is generally not a solu-
tion to problems concerning real gaps in pre-
conditions for financing and arranging serv-
ices when there is a sustainability deficit in
public finances. Emphasizing detailed legis-
lation could even increase the fragmentation
of services, the inadvisable allocation of re-
sources and hard-to-predict problems in dif-
ferent parts of welfare service production. In-
stead, legislation should pay more attention
to clearly delimited wholes, which would im-
prove the transparency of services and their
costs. On the basis of audit findings, clear
and precise legislation that is framed from
the viewpoint of service users and covers the
entire chain of activities leading to outputs in
its field of application is an effective means to
promote equality in the availability and con-
tent of services.

According to the opinion that was formed
in the audits that were conducted by the Na-
tional Audit Office, legislation concerning
welfare services and the regulatory environ-
ment as a whole as well as supplementary in-
formation steering should be evaluated in the
Better Regulation Programme from the view-
point of implementing better regulation prin-
ciples as well as the effectiveness and func-
tioning of the service system. Better regula-
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tion principles should also be used broadly
enough in preparing legislation concerning
welfare services and to some extent in pub-
lic authorities’ recommendations concerning
quality.

The audits on the basis of which conclu-
sions were drawn are discussed below, to-
gether with key findings.

Consequences of framework acts

Many provisions regarding social services
and health care are loosely formulated and
do not specify precisely in what scope and
on what level services should be provided.
This makes it difficult to apply coherent and
established norms. The terms used in legis-
lation are not always sufficiently clear and
focused. Many norms concerning an ade-
quate level of social and health services dif-
fer considerably in how precise and bind-
ing they are. Regulation as a whole is there-
fore unwieldy, although differences of this
kind may be justified in individual cases. In
the education sector, legislation steering ba-
sic education and supplementary norms are
based on the premise that public authorities
have extensive freedom in arranging educa-
tion in practice.

Broad legislation has a weakening effect
on the steering of activities, creates numer-
ous interpretation problems and endangers
equal access to services.

Provisions allow differing
interpretations

Audits indicated that legislation leaves au-
thorities a lot of room for interpretation both
in mental health services and in medical re-

habilitation. Broad legislation can also mean



that essential forms of services are left out of
legislation. This shortcoming was observed
in mental health legislation. With the reduc-
tion in institutional psychiatric care, housing
and rehabilitation services intended for men-
tal health patients have increased. For ex-
ample, legislation regarding mental health
services does not define what is meant by
"housing services”, "assisted living"”, "part-
time care"” or “day-hospital care” in connec-
tion with social rehabilitation, even in the
commentary. Thus patients in rehabilitation
may receive similar services although their
mental condition may vary considerably. Dif-
ferences in the definition of terms also make
it difficult to monitor the number of patients
receiving services and the cost of services.

Local authorities or joint authorities have
the right to decide the amount that is charged
for part-time care, which means that charg-
es may vary considerably in different parts
of the country, since legislation pertaining to
patient charges does not mention day-hos-
pital care or part-time care. According to
legislation, outpatient services provided by
a psychiatric unit are free, but services can
also be provided by a social welfare unit or
a health clinic staffed by general practition-
ers. In practice it is unclear whether “day-
hospital care” means short-term institutional
care provided by a psychiatric unit, for which
a patient can be charged, or daytime outpa-
tient care, which must be provided free of
charge. The audit findings suggest that local
authorities can interpret legislation pertain-
ing to patient charges in different ways. This
is in conflict with the idea of equal treatment,
which is written into legislation pertaining to
patient charges. Whether treatment is free of
charge depends on how services are organ-
ised rather than services.

In medical rehabilitation broad legislation
does not steer local authorities well and al-

lows different interpretations concerning
the dimensioning of rehabilitation services.
An audit concerning this subject found that
actors are not always sure what legislation
actually requires of local authorities. This
means that key principles of better regula-
tion — that legislation must be predictable
and promote legal security — are not imple-
mented. The way in which local authorities
arrange medical rehabilitation varies consid-
erably. On the basis of the audit as well as
statistics regarding local authorities' produc-
tivity and interpretations of the results of pro-
ductivity studies, variations in the way med-
ical rehabilitation is arranged cannot be at-
tributed to local innovation that could lead to
the more effective and cost-effective arrang-
ing of services. In practice problems exist re-
garding the equal availability and content of
services. The Primary Health Care Act and
the Act on Specialised Medical Care contain
general provisions requiring local authori-
ties to arrange medical rehabilitation. Local
authorities must see that medical rehabilita-
tion services are arranged so as to meet local
needs in terms of content and scope. Accord-
ing to audit findings, legislation allows dif-
ferent interpretation concerning what serv-
ices, counselling or other measures related
to rehabilitation should be provided in health
care. Furthermore, if a municipality’s financ-
es are tight, this can lead to stricter interpre-
tations. Access to rehabilitation and the con-
tent of services depend largely on where a
person lives.

In preventing young people's exclusion,
the emphasis is on proactive services. Up to
now child health clinics have been steered by
the Primary Health Care Act and recommen-
dations. The Government Decree on child
health clinics, school and student health care
and dental care for children and young peo-

ple was issued in May 2009. The decree calls
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for a broad health check at the end of the
comprehensive school in which a pupil's spe-
cial needs are evaluated with an eye to the
choice of an occupation and further educa-
tion. The goal is to help young people avoid
exclusion from education and working life.
The decree shows how broad framework leg-
islation has been supplemented with regard
to proactive services for children and young
people.

Problems in the equal availability of
services

The audit findings indicate that there are
large regional differences in the availabil-
ity of mental health services. In some mu-
nicipalities there are practically no “low-
threshold” services and patients must be re-
ferred to a hospital via an outpatient clinic.
This considerably increases the total costs of
treatment.

Broad legislation and resulting problems in
the equal availability of services were in the
background when legislation guaranteeing
access to treatment was prepared. This legis-
lation has been in force for nearly four years.
The latest information concerning access to
psychiatric treatment (December 2008) in-
dicates that the guarantee has been imple-
mented only partially in adult psychiatry. In
the worst case a patient with mental prob-
lems must wait about one year to receive an
appointment with a psychiatrist. In special-
ised medical care, long waiting times are vis-
ible to some extent in increased visits to out-
patient clinics. From the viewpoint of guar-
anteed access to treatment, there is no queu-
ing: patients are simply offered the treatment
that is available.

The audit found regional differences in the

availability of medical rehabilitation. The
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availability of rehabilitation is partly due to
the shortage of trained personnel, which is
also reflected in outsourcing. Rehabilitation
services are generally more available in the
southern parts of the country.

There are also large regional and unit-
based differences in the quality and availa-
bility of occupational health care. The sup-
ply of services is wider in population centres,
cities and the Helsinki metropolitan area. In
sparsely populated areas where there are no
alternative service providers, the occupation-
al health care arranged by a municipal health
centre plays a key role in ensuring services.
Occupational health care clients are gener-
ally satisfied with the service they receive,
particularly from private providers.

Smaller firms are less likely to offer oc-
cupational health care. Only 55 per cent of
persons working for companies with fewer
than 10 employees were covered by occupa-
tional health care in 2006. All in all some 1.8
million persons receive occupational health
care, and services include hospital care for
over 90 per cent of these.

Equal access to services is also a key ob-
jective in basic education. Attention was fo-
cused on equality when legislation was re-
formed in this field. According to section 2:3
of the Basic Education Act, the aim is to se-
cure adequate equity in education through-
out the country. With the weakening of mu-
nicipal finances and the increase in regional
and local differences, some local authorities
have poorer possibilities to fulfil pupils’ right
to a safe learning environment that is equal
and uniform in quality compared with other
parts of the country. Section 29 of the Basic
Education Act nevertheless states that pu-
pils are entitled to a safe learning environ-
ment, and this should not depend on where
pupils live. On the basis of audit findings, this

clause is not clearly worded, since it involves



a basic service that has been prescribed as a
subjective right. Furthermore, support serv-
ices in basic education are guided by social
welfare and health legislation, so the func-
tioning of services is influenced by coopera-
tion between different administrative depart-
ments and the resources at their disposal.

In steering basic education, the trend in
recent years has been to make wide use of
information steering. In some cases this has
even been considered an alternative to nor-
mal steering. Information steering cannot be
considered a very effective instrument, how-
ever, if the aim is to ensure equity in basic
education services throughout the country.

Prevention and rehabilitation second-
ary to treatment despite emphasis in
legislation

Social and health problems require more
preventive work and early intervention. This
is especially true in the area of mental health
and substance abuse. The aim has also been
to integrate rehabilitation in the service sys-
tem and make rehabilitation an established
part of social and health services. One aim
in legislation governing social and health
services has been to promote the health
and working capacity of the population. Al-
though legislation places emphasis on pre-
vention and rehabilitation, the desired ef-
fects on operating models have not always
been achieved.

For example, the Occupational Health
Care Act (1383/2001), which was reformed in
2002, places strong emphasis on preventive
health care. According to the commentary,
the idea is to make preventive health care
in particular more effective with new and to
some extent old operating models. The ob-
jective has been to allocate more resources

to studying working conditions and other ac-
tivities in workplaces.

On the basis of an audit that was conduct-
ed by the National Audit Office, the Occupa-
tional Health Care Act is clear and provides
a good framework for activities. The way in
which occupational health care is currently
arranged does not meet the objectives in leg-
islation in every respect, however. In prac-
tice occupational health care is slanted to-
wards treatment, which accounts for 60% of
the cost of occupational health care. Patients
have over a million check-ups performed and
make nearly five million other visits in oc-
cupational health care each year. Occupa-
tional health care is one of the most effective
and highly valued parts of the entire public-
ly supported health care system. Legislation
gives businesses a noteworthy financial in-
centive to conduct preventive work. Preven-
tive work has not increased according to ex-
pectations, however. This has contributed to
a sharper rise in the costs of the occupational
health system than had been projected. Pro-
viders of occupational health care general-
ly offer comprehensive treatment services,
and these are often the most profitable part
of providers' activities.

Increased alcohol-related problems follow-
ing the lowering of alcohol taxes in 2004 are
visible in occupational health care as well as
workplaces. The direct costs of production
losses due to alcohol consumption come to
about half a billion euros a year. According to
audit findings, occupational health care does
not intervene in alcohol-related problems ad-
equately or in time. Few heavy drinkers re-
ceive information and counselling in occupa-
tional health care. The negative effects of al-
cohol consumption on health and the econ-
omy are so large in Finland that they should
be reduced using every means that has been
found to be effective. Drawing attention to
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patients' lifestyle is part of quality occupa-
tional health care. The role of occupational
health care in promoting health should be
clarified.

According to audit findings, local authori-
ties' preventive substance-abuse work faces
several difficulties that weaken possibilities
to prevent alcohol-related problems among
the working-age population. Local authori-
ties' resources are directed towards neces-
sary remedial work, nor are adequate re-
sources available for preventive work even
in municipalities where promoting health is
a high priority.

The Mental Health Act talks about preven-
tion, but in practice mental health services
focus on people who are already ill or dis-
playing symptoms. Social welfare and health
policy has long emphasised that measures in
other administrative sectors also have effects
on citizens' mental health. The audit findings
indicated, however, that in matters related to
the mental health of the adult population, at-
tention is still mainly on treating disorders,
at the expense of prevention. Health cen-
tres, for example, have quite limited possi-
bilities to engage in preventive work. Mean-
while mental health expertise has been shift-
ed from health centres to outpatient units in
specialised medical care.

Occupational health care can deal with
mental health problems in connection with
check-ups, but possibilities to prevent prob-
lems from becoming more severe depend
on the scope of the occupational health care
contract that has been concluded with the
employer. According to audit findings, per-
sons with mild mental health problems often
go without proper care, which could prevent
problems from becoming more severe.

On the basis of audit findings, rehabilita-
tion does not have an established place as
part of health care. This can be attributed to
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tight resources and inadequate information
on rehabilitation.

The effects of fragmented legislation
on services

Normal steering of welfare services leads to
special requirements regarding the coordi-
nation of legislation. Although social welfare
and health legislation is comprehensive, on
the whole it is fragmented and complicated.
Provisions have been laid down over a long
period of time. One principle of better regu-
lation, that regulation should be managea-
ble and understandable, is not put into prac-
tice as well as it could be.

Legislation governing mental health serv-
ices can be characterised as fragmented and
complicated, with provisions concerning
mental health services as part of local author-
ities’ tasks contained in the Mental Health
Act, the Primary Health Care Act, the Act
on Specialised Medical Care and the Social
Welfare Act. Since local authorities can also
purchase services from private providers and
organisations, the Act on Private Health Care
and the Act on the Supervision of Private So-
cial Services also affect mental health servic-
es. A significant part of Finnish health servic-
es is produced in occupational health care, so
the Occupational Health Care Act likewise
affects what mental health services are avail-
able. In this way the Health Insurance Act
also has significance in mental health servic-
es. Furthermore, the Act on the Restructuring
of Local Government and Services affects the
way in which local authorities organise social
and health services, including mental health
and medical rehabilitation services.

Similarly medical rehabilitation is gov-
erned by several acts. There are provisions

concerning local authorities' tasks with re-



gard to medical rehabilitation in the Pri-
mary Health Care Act, the Act on Special-
ised Medical Care and the Decree on Medi-
cal Rehabilitation. Another important piece
of legislation guiding activities is the Act on
Cooperation on Client Services within Re-
habilitation. In addition to local authorities,
the Social Insurance Institution is a key actor
in medical rehabilitation. Therefore the Act
on the Rehabilitation Benefits and Rehabili-
tation Allowance Granted by the Social In-
surance Institution and the Decree on Reha-
bilitation Arranged by the Social Insurance
Institution are key as well. Keeping up with
legislation regarding rehabilitation requires
special expertise and is a challenging task
for individual health centre physicians, for
instance.

Complicated legislation regarding welfare
services has multiple dimensions. If serv-
ice legislation is very fragmented, it leads
to the fragmented organisation of services
and a wide assortment of production mod-
els. This also has consequences for cooper-
ation among different actors. Cooperation
problems are then reflected in clients' care
and service chains. Systems should, howev-
er, function so as that citizens who fall within
different categories are provided the servic-
es to which they are entitled in an efficient

way.

Current legislation results in
fragmented services

One key objective of the restructuring of lo-
cal government and services is to strengthen
local authorities’ preconditions to take care
of social and health services by reforming
service structures.

On the basis of the Act on the Restructur-
ing of Local Government and Services, local

authorities have had to submit plans for im-
plementing restructuring to the Government.
According to audit findings, these plans have
not always met expectations regarding how
to resolve problems involving the local au-
thorities’ preconditions for providing servic-
es. Implementation plans were quite gener-
al and did not deal adequately with individ-
ual services but with service packages. Ac-
tors providing mental health services were
described in a comprehensive way in only a
few plans. There were also lots of overlap-
ping structures in local authorities’ plans. A
broad framework Act has allowed different
models to be built in providing health care.
This kind of freedom in itself can provide
possibilities to arrange services in a way that
is best suited to local needs and to act inno-
vatively. The constant rise in local authori-
ties' costs and personnel together with con-
siderable variations in productivity between
local authorities suggest that the possibility
to innovate is left unused in practice. There
is also a great deal of overlapping develop-
ment work in health care and other welfare
services.

The way in which mental health services
are arranged varies considerably from one
region to another. Services have been frag-
mented among many different providers.
Outpatient services are still inadequate al-
though these should have been increased as
following cuts in hospital places. The biggest
shortage concerns “low-threshold” places,
which generally hampers access to services.
The fragmented nature of services is high-
lighted among patients with multiple prob-
lems. The mental health service system is
being restructured and must find new forms.

In medical rehabilitation fragmented leg-
islation has resulted in fragmented services.
The service system consists of a number of
fairly autonomous subsystems and respon-
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sibility for rehabilitation is divided among
several actors. Since rehabilitation consists
of services and benefits provided by vari-
ous actors, in practice it is necessary to inter-
pret multiple benefit systems. Issues regard-
ing responsibility are to some extent unclear,
although there is a strict division of labour
in arranging rehabilitation, for example be-
tween local authorities and the Social Insur-
ance Institution. The audit found that respon-
sibility for the rehabilitation process and re-
habilitation services as a whole is not always
clearly assigned.

Certain parts of medical rehabilitation
have been designated as the responsibility of
the Social Insurance Institution in legislation.
The Social Insurance Institution is responsi-
ble for the medical rehabilitation of persons
with severe disabilities under the age of 65
and for discretionary rehabilitation (such
as psychotherapy) within the framework of
funds appropriated annually by Parliament.
The audit observed that the way in which re-
habilitation is currently organised into prima-
ry health care, specialised medical care and
the responsibility of the Social Insurance In-
stitution is not appropriate functionally, nor is
it always appropriate financially.

Practical problems were observed in the
medical rehabilitation of persons with se-
vere disabilities, for example. Different in-
terpretations of what the term means have
led to uncertainty regarding who is respon-
sible for rehabilitations. Problems arise when
a person with severe disabilities turns 65, af-
ter which responsibility for rehabilitation is
shifted to the local authority. In many cases
services for elderly persons with severe dis-
abilities weaken, since local authorities do
not have the same resources as the Social In-
surance Institution. A positive matter is that
medical rehabilitation services for persons
with severe disabilities can be ensured na-

32

tionally by the Social Insurance Institution,
which lightens the economic and functional
responsibility of local authorities. Looking at
the overall development of rehabilitation, it
is nevertheless inappropriate for rehabilita-
tion services to be administered and financed
by many subsystems without proper steering
and coordination.

Fragmented service system weakens
effectiveness

If the health care service system is fragment-
ed, the number of actors tends to be large.
This presents special challenges for efficient
cooperation among different parties. Suc-
cessful cooperation is a precondition for ef-
fective service, and cooperation problems
are a direct indication of obstacles to effec-
tiveness. In rehabilitation activities statutory
client cooperation is particularly important.
According to audit findings, it works best
in client cooperation groups at the munici-
pal level, which are familiar with local needs
and conditions. At the hospital district lev-
el, evaluations of client cooperation commit-
tees varied.

In medical rehabilitation gaps in informa-
tion concerning cooperation partners' activi-
ties and resources led to the preparation of
unrealistic rehabilitation plans, which the
other party was unable to implement. From
the viewpoint of clients, poor cooperation can
lead to delays in starting necessary rehabili-
tation.

In mental health services developing co-
operation between outpatient care and hos-
pitals is important, since the role of hospitals
in psychiatry is being reduced. Closer coop-
eration between social and health services is
viewed as a means to promote the formation
of seamless care and service chains. In men-



tal health matters cooperation between social
and health services does not always function
in an optimal way. The audit findings indi-
cated that in matters regarding the mental
health of the adult population, cooperation
between primary health care, social services
and occupational health care has been quite
meagre. Furthermore, findings suggest that
reorganisations that have been carried out by
local authorities together with new operating
procedures have weakened access to mental
health services and cooperation between so-
cial and health services.

Cooperation problems were also observed
in specialised medical care, which was criti-
cised for failing to consult other actors. Psy-
chiatric units seldom ask other parties to
participate in planning treatment. A lack of
communication in psychiatric care does not
promote seamless care and service chains
or good treatment for patients. The flow of
information is also problematic in services
for children and young people. Fragment-
ed and overlapping legislation whose con-
tent is sometimes hard to understand ham-
pers cooperation between different catego-
ries of personnel in schools, health care and
social services. The confidentiality and data
protection provisions in other legislation be-
sides the Personal Data Act and the Act on
the Openness of Government Activities as a
whole are hard to interpret and understand
and can present obstacles to effective coop-
eration. In counselling school pupils, for ex-
ample, confusing confidentiality provisions
can lead to delays in taking measures that
are key for a pupil's welfare.

A further challenge in developing coopera-
tion is the increasing use of “temp doctors” in
health care. Problems were observed in both
mental health services and medical rehabili-
tation. In mental health services and medical
rehabilitation doctors should take a broader

and long-term approach, which is difficult if
employment is temporary.

Existing information systems considera-
bly hamper cooperation in social and wel-
fare services. The audit findings indicated
that different organisations’ systems do not
exchange information. Information is not
shared with other actors in the care and serv-
ice chain in real time. This weakens the qual-
ity and effectiveness of treatment and other
services, since data have to be fed into differ-
ent systems over and over again.

Cooperation problems weaken the
effectiveness of care chains

Gaps in cooperation are also reflected in cli-
ents' and patients' care chains. The impor-
tance of seamless service chains was em-
phasised in the government proposal for the
Health Care Act. By tightening coordina-
tion between social and health services and
removing barriers between different occu-
pational groups and organisations, one can
combine the services received by a patient
or client into a single flexible chain or whole
regardless of what unit is responsible for or-
ganizing or providing services. Seamless
service chains can also reduce overlap, inef-
ficiency and treatment costs.

With regard to mental health services, one
finding was that numerous care chains have
been formed, but they were fragmented and
applications varied. It was also hard to say
whether care chains included specialised
medical care, primary health care or social
services. Social housing services and health
services have not been combined in treat-
ment and service chains for mental health
patients.

The functioning and continuity of treat-
ment chains also faces special challenges in
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occupational health care if the occupational
health care agreement covering an employee
is quite narrow. If this is the case, an employ-
ee with mental health problems, for exam-
ple, may be told to seek help at a municipal
health centre. According to audit findings,
treatment chains doe not work as planned
in medical rehabilitation either. In the two-
tiered service system, when a patient moves
between primary health care and specialised
medical care there are often gaps in the flow
of information and uncertainty regarding re-

sponsibility for care.

Financial impacts

The fragmented service system in mental
health services and medical rehabilitation
also affects the costs of services and easi-
ly encourages different actors to minimise
their own costs. From patients’ viewpoint
this means that they do not always receive
treatment where it would be most effective
or that the start of rehabilitation is delayed.
In mental health services, as a result
of shortcomings in primary care, hospital
emergency rooms have become the channel
through which patients get access to special-
ised medical care. Findings indicated that
most patients who enter hospital-level psy-
chiatric care arrive via the emergency room.
Consequently patients may not necessarily
receive treatment that is in line with recom-
mendations and suited to their own needs.
It is also contrary to sound financial man-
agement for local authorities to have insuf-
ficient outpatient services in primary care.
If local authorities fail to provide preventive
and “low-threshold"” services, this results in
a greater demand for services in specialised
medical care, which is much more expen-

sive. At worst, delayed access to treatment
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and long illnesses can lead to a patient's per-
manent exclusion from working life and re-
tirement on disability pension.

Mental health services' sheltered and as-
sisted living units nowadays provide care
for most of the people who used to receive
treatment in mental hospitals for chronic pa-
tients. The goal of sheltered and assisted liv-
ing should be to rehabilitate patients. This
includes the idea that patients should move
from one level of rehabilitation to another
according to their mental health or condi-
tion: from a hospital to intensive sheltered
living, to sheltered living, to assisted living
and eventually to private or rented housing
if possible. According to audit findings, this
idea does not work in principle. Some pa-
tients had lived in the same unit for as much
as 12 years and the unit had become home
for them. The audit found that the placement
of patients is guided more by where space
is available than by whether a placement
meets the patient's rehabilitation needs.

Housing services for mental health pa-
tients in rehabilitation are produced almost
exclusively by private service providers. Ac-
cording to audit findings, service providers
may not have an interest in shifting lucrative
clients to assisted housing, which costs less.
Since local authorities do not actively monitor
the rehabilitation of mental health patients
who have been placed in sheltered and as-
sisted living units, it is possible that patients
will receive care in a unit that more expen-
sive than their condition would require.

Cost monitoring in mental health services
has gaps both nationally and at the local lev-
el. For example, one cannot obtain a reliable
picture of the cost of outpatient services, be-
cause statistics on mental health visits vary
considerably in municipalities. Differences in
the way that services are arranged and pro-
duced make it difficult to harmonise statistics.



The audit findings indicated that the prob-
lem in local authorities’ application of re-
sources to mental health work was not so
much the amount of resources, but rather the
proper allocation of financial resources. Plac-
ing greater emphasis on primary health care
and prevention reduces the use of expensive
specialised medical care. A similar problem
regarding the effective allocation of resourc-
es was also found in medical rehabilitation.
Financial resources were allocated to more
expensive institutional rehabilitation rather
than outpatient services.

On the basis of audit findings, the main
structural problem with regard to financial
impacts and effectiveness is multi-channel
financing for welfare services and particu-
larly health care. In its present form the mul-
ti-channel financing system leads to the inex-
pedient allocation of resources and a weak-
ening of the effectiveness of services.

Shortcomings in legislation concerning
the supervision of social and health
services

The reduction in the number of places in
psychiatric institutions has been reflected in
the rising number of service accommodation
units produced by private service provid-
ers. The residents of service accommodation
units are long-term patients who are in poor
condition and in whose treatment drugs play
a significant role. According to legislation a
service accommodation unit should in this
case have both a social welfare licence and a
health care licence (double licence). The au-
dit findings showed, however, that few pri-
vate service providers who operate service
accommodation units had a double licence.
The share of double licenses in service ac-
commodation units producing normal serv-

ice accommodation was nearly as high as in
intensive service accommodation units. Pri-
vate service providers that produce normal
service accommodation are only required to
submit a written notice concerning the start
of activities to the social services department
in the municipality where a service accom-
modation unit is located, however. The au-
dit findings with regard to double licences
suggest that residents of both types of serv-
ice accommodation unit are in similar condi-
tion to some extent.

Attention has been drawn to the matter
of double licences and a proposal has been
made to the Ministry of Social Affairs and
Health that the Act on Private Health Care
and the Act on the Supervision of Private So-
cial Services should be integrated in a single
Act. This would make it easier for service us-
ers, sources of finance and service providers
to keep track of legislation.

The supervision of private social services
was audited in 2005. One finding was that
the openness to interpretation of key con-
cepts in the Act on the Supervision of Private
Social Services (603/1996) and the vagueness
of criteria has caused confusion in the divi-
sion of labour among supervising authorities
and in practical work. Shortcomings were
also observed in the planning and steering
of supervision.

One assumption was that a planned revi-
sion of the Act on the Supervision of Private
Social Services (603/1996) would resolve the
problems that had come to light. A follow-
up audit (2008) found that this was not true,
since a new Act has yet to be drafted. The
Ministry of Social Affairs and Health has said
that the main reason for the delay is current
reforms of supervision and regional adminis-
tration. According to studies regarding these
reforms, the entire field of supervision and
the way in which supervision is organised
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are in a state of flux. The National Supervi-
sory Authority for Welfare and Health went
into operation at the beginning of 2009 and
a decision on regional administration mod-
els is meant to be reached in connection with
the Regional Administration Reform 2010
project.

Pressure to reform the Act has existed
since the beginning of the 2000s, but it still
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has not been rewritten. Supervision prob-
lems largely have to do with outdated leg-
islation and resulting gaps in steering. With-
out a new Act the ministry has not been able
to address problems in the division of labour
among supervising authorities, the definition
of concepts or unclear distinctions regarding

licence and notification procedures.



4.2 The quality of legislation on government grants

The National Audit Office has conducted
two audits that evaluated the functioning
of the legislative base for resource steering.
One audit concerned the transparency of the
formula-based government grant system for
social welfare and health services while the
other concerned the steering and funding
system for basic education in the education
and culture sector. The audits took different
approaches but a connecting thread in both
was the quality of legislation. The transpar-
ency of the formula-based government grant
system for social welfare and health services
was examined specifically from this angle.
With regard to basic education the focus was
broader, covering the entire steering system.

The audit of the transparency of the formu-
la-based government grant system for social
welfare and health services found that cur-
rent legislation on government grants gives
a disjointed picture of the formula-based
system as a whole. Through the govern-
ment grant system a considerable number of
changes, arrangements and compensations
have been made regarding the division of la-
bour between local authorities and the state
as well as financing, and these have compli-
cated the criteria in the formula-based sys-
tem. In most cases it is difficult to trace so-
lutions regarding changes and the grounds
for their use to legislation or related drafting
documents.

The audit investigated the views of office
holders responsible for local authorities’ fi-
nancial management concerning the clari-
ty and understandability of the government
grant system. The majority of those respon-
sible for local authorities’ financial manage-
ment consider the government grant sys-

tem's criteria technically complicated and
legislation linked to the system disjointed.
According to local authorities the structure
of the system and the factors determining
the amount of government grants should be
simplified so that principles regarding the
amount of government grants are under-
standable and can be applied in planning in-
dividual municipalities’ finances and activi-
ties. The numerous changes that have been
made in the system have also hampered local
authorities’ financial planning and made it
more difficult to compare government grants
in different years.

The audit also evaluated the preparation
of the government grant reform that entered
into force at the beginning of 2006. Although
the broad government proposal linked to the
reform (88/2005) was found to be well draft-
ed as a rule, some shortcomings were also
observed. These primarily involved the inad-
equacy of the grounds for some changes in
factors. From the viewpoint of government
grants as a whole, particularly changes in the
remoteness and archipelago factors in gen-
eral government grants have weakened the
system's clarity and understandability. Some
of the factors that are included in legislation
regarding government grants cannot be jus-
tified with a consistent and economy-promot-
ing government grant theory. Multilayered
factors clearly weaken legislation's under-
standability. All the solutions in the govern-
ment grant reform have not been justified in
accordance with the principles of good leg-
islative drafting. Another problem was the
vague nature of effectiveness evaluations re-
lated to the proposal. This is because the re-
form was intended to ensure different local
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authorities’ and joint authorities’ financing,
so that some factors look more like an artifi-
cial attempt to keep grants on the same level
as before or political compromises that were
made when legislation was prepared. The
content of legislation is ultimately up to the
legislator's political judgment, so legally and
from the viewpoint of carrying out Parlia-
ment's will, the reform cannot be reproached.
Viewed from a long-term economic perspec-
tive, however, the approved policies cannot
be considered prudent in all respects. Future
reforms of central government transfers to lo-
cal government should, in the opinion of the
National Audit Office, strive more strongly to
apply principles regarding a good state aid
system, particularly a clearly calculatory sys-
tem on the basis of standard costs, and to see-
ing that the financing system encourages ef-
ficient activities.

Government grants for basic education
have clearly retained features of a cost-based
financing system. This can weaken incen-
tives to economic efficiency and productivity.
Financing and financed activities are strong-
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ly linked. Recently the education administra-
tion has strived to exercise government grant
steering of basic education down to details,
although this is contrary to the fundamental
logic of the calculatory and general-purpose
government grant system. The most recent
example of this type of steering attempt has
been for the purpose of reducing class size.

All in all the system of government grants
for education has met the objectives that have
been set for it in different connections quite
well. Although the way in which unit prices
are calculated can be considered somewhat
complicated, arrangers of basic education
can estimate their future government grants
fairly well. The predictability of financing is
hampered by the fact that changes have of-
ten been made in the system's details (coef-
ficients and scaling factors). The continuing
reduction in the government grant percent-
age and the resulting growth in the financing
that must be provided by local authorities has
nevertheless weakened the legitimacy of the
financing system.



4.3 The quality of legislation in regulating infrastructure
and in discretionary support for rural industries

Legislation concerning business and infra-
structure and its functioning from the view-
point of public finances have been dealt with
in three audit reports (Lights on in the Nor-
dic countries — Nordic cooperation in elec-
tricity emergency preparedness 176/2008,
Maintaining waterways 182/2009 and Dis-
cretionary support systems in the adminis-
trative sector of the Ministry of Agriculture
and Forestry 190/2009).

The audits found that the objectives set out
in legislation have not provided a firm basis
for preparing the channelling of public funds
to activities. The vague wording of objectives
has also made it difficult to evaluate wheth-
er support has been allocated and used ef-
fectively in the way intended by Parliament.

With regard to maintaining waterways,
legislation has given actors much room for
interpretation. The options this allows in al-
locating funds have not been spelled out as
detailed objectives in budget proposals. The
general objectives that have been present-
ed in legislation have been repeated word
for word in budget proposals. Since objec-
tives have not been operationalised, more in-
formation on the expected level of mainte-
nance has not been available at the stage in
which the use of central government funds is
steered more concretely than in the prepara-
tion of legislation. In addition to the way ob-
jectives are set out, the audit drew attention
to the need for legislation to prescribe more
clearly financial liabilities for public water-
ways and harbours.

The audit of discretionary support systems
in the administrative sector of the Ministry of
Agriculture and Forestry examined the clar-
ity of the criteria for discretionary support in

legislation. In some support systems objec-
tives have not been presented or they were
too vague for the effective allocation of sup-
port. On the other hand, the audit found that
discretion concerning the allocation of sup-
port has been restricted by naming benefi-
ciaries in legislation. This improves the pre-
dictability and clarity of support. The audit
also found that, in preparing legislation, in-
sufficient use has been made of experts in
different areas covered by objectives. Nor
has sufficient attention been paid to connec-
tions between different support systems. The
information base used in preparing legisla-
tion should be improved.

Nordic cooperation in electricity emergen-
cy preparedness was examined in a parallel
audit. The audit found that electricity emer-
gency preparedness and emergency plan-
ning are regulated more lightly in Finland
than in the other Nordic countries, particular-
ly with regard to the grid. Finnish legislation
does not contain specific objectives concern-
ing national preparedness for emergencies in
electrical supply and emergency planning.
The audit found that power companies do not
have the same statutory obligation to prepare
for emergencies as telecommunications com-
panies, for instance. In Finland the conscious
goal has been to maintain preparedness with-
in a voluntary framework and through agree-
ments. Other steering instruments besides
regulation have thus been used extensively.
The audit nevertheless considered that elec-
tricity networks are part of critical infrastruc-
ture and some degree of tightening of legis-
lation is needed, even if agreement-based ar-
rangements have so far sufficed to ensure the
operational reliability of the grid.
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5 Good management of central government

assets

5.1 Management of central government financial

assets

The National Audit Office has examined the
management of central government finan-
cial assets from different perspectives in the
past year. Audits have focused on central
government debt management (179/2008)
and the steering and administration of off-
budget funds (184/2009). The National Au-
dit Office also included findings regarding
the state's cash management in its previ-
ous report to Parliament, and during the past
year it has followed up the implementation
of Parliament's positions concerning cash
management.

On the basis of audits, the National Au-
dit Office considers that reporting on central
government financial assets as a whole —and
particularly the cash position — does not cur-
rently give a true and fair view. With respect
to funds and financial assets, providing true
and fair information to Parliament requires
the substantial development and harmonisa-
tion of reporting.

The audits drew attention to risk manage-
ment, which was found to be properly ar-
ranged. Both the current economic situation
and structural changes in the economy un-
derline the constant need to place emphasis
on risk management.

The audit of central government debt
management indicated that, by international
standards, the management of net debt is ar-
ranged properly and well.
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Central government debt management

A performance audit that was conducted on
the subject of central government debt man-
agement evaluated whether the approved
debt management strategy is implemented
by the State Treasury and whether true and
fair information is produced on debt man-
agement for planning, monitoring and su-
pervision purposes. The selection of cen-
tral government debt management as an au-
dit topic was based on the financial signifi-
cance of central government debt manage-
ment and associated risk. The nominal value
of central government debt was about 61.3
billion euros on 31 March 2009.

The amount of debt and related cash
flows are significant from the viewpoint of
the budget economy. The materialisation of
even a small risk can result in major financial
threats or losses. The principles and strategic
objectives of debt management have been
outlined in the debt management strategy
for the budget economy, which is approved
by the Ministry of Finance.

The audit indicated that the Finance Di-
vision of the State Treasury has operated
according to approved debt management
guidelines and within the risk limits defined
in them, and the Government has produced
true and fair information on central govern-

ment debt and debt management as well as



its effect on central government finances in
the Report on the Final Central Government
Accounts. The audit found that the internal
control of central government debt manage-
ment and risk management had been ar-
ranged expertly. A tight group of experts
takes care of central government debt man-
agement in a cost-effective manner. In view
of the nature of the operating environment,
the proper implementation of internal control
requires that the organisation meets require-
ments concerning the segregation of duties
and independence and the provision of ad-
equate personnel resources.

Although the National Audit Office consid-
ers that the internal control of central gov-
ernment debt management and risk man-
agement produce true and fair information
on debt management, it should be noted
that financial markets and debt manage-
ment needs change constantly. For this rea-
son knowledge and expertise concerning
risks associated with fund management situ-
ations and fund management tools should be
constantly maintained throughout the central
government debt management organisation.

The steering and administration of
off-budget funds (184/2009)

The Finnish state has 11 off-budget funds,
which had total assets of about 26 billion eu-
ros at the end of 2008. Funds' activities dif-
fer widely.

The State Pension Fund, the State Nucle-
ar Waste Management Fund and the State
Guarantee Fund are primarily buffer or con-
tingency funds. Their accumulated assets
can be used to cover or spread out anticipat-
ed or potential costs.

The Development Fund for Agriculture
and Forestry, the Agricultural Intervention

Fund, the Fire Protection Fund, the State Tel-
evision and Radio Fund and the Oil Pollu-
tion Fund mainly focus on financing particu-
lar activities.

The Housing Fund of Finland and the Gov-
ernment Guarantee Fund exist to manage as-
sets. The Security of Supply Fund acts as a
guarantee fund, and its main task is to pre-
vent shortages and safeguard activities.

In general performance objectives have not
been set for funds and performance agree-
ments have not been concluded with them.
One exception is the State Pension Fund. The
lack of steering constitutes a risk, insofar as
off-budget funds may receive less attention
than budget funds and the use of off-budg-
et funds may not be monitored as efficiently
from the viewpoint of performance.

Legislation concerning funds' manage-
ment as well as the composition and tasks
of the executive board or board of direc-
tors, personnel, remuneration, assets, final
accounts and audit differs considerably ac-
cording to the fund. The central government
accounting reform has not been taken into
consideration in all the funds, nor have steer-
ing and management systems been reformed
in all cases.

The National Audit Office has considered
that legislation concerning funds should be
revised according to the recommendations of
the Working Group on Central Government
Accounting and Accounts as presented in
the relevant government proposal (56/2003).
The central government accounting reform
should also be taken into consideration in
funds, and steering and management sys-
tems should be reformed. Clear and meas-
urable performance objectives should be set
for funds or the responsible organisations
so that the supervising ministry must con-
clude a performance agreement with funds
or responsible organisations. Procedures for
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approving funds' budgets and operational
plans should also be harmonised.

On the basis of the audit, regarding funds
whose finances and activities generate sig-
nificant guarantee liabilities, interest sup-
port or other central government liabilities,
the operational and financial plan for the ad-
ministrative sector has not as a rule analyzed
financial risks associated with liabilities or
their effects on public finances or the fund's
finances.

The Government has not taken advantage
of the possibility to supply supplementary
information in the Report on the Final Cen-
tral Government Accounts, which therefore
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has not provided Parliament information on
the basis of which it could form a true and
fair view of off-budget funds. An analysis of
off-budget funds' final accounts should be
included in the Report on the Final Central
Government Accounts as recommended by
the Working Group on Central Government
Accounting and Accounts. Off-budget funds
form such a significant whole financially that
the ministries responsible for steering funds
should consider issuing a joint report con-
cerning funds' activities to Parliament each
year. This could be part of the Report on the
Final Central Government Accounts.



6 An efficient and effective European
Union and taking advantage of the
possibilities it offers at the national level

6.1 Rural development and agricultural policy

The bulk of European Union funding goes
to agriculture. In 2007 and 2008 Finland re-
ceived slightly less than 1.3 billion euros a
year from the EU. Agriculture accounted for
about 800 million euros of this total. Rural de-
velopment also receives significant support,
with EU funds earmarked for this purpose
totalling about 50 million euros a year. The
National Audit Office has conducted audits
dealing with support systems for rural de-
velopment and agriculture in recent years.
These have dealt with national support as
well as support at the Community level. One
perspective in audits has been taking advan-
tage of Community support systems in Fin-
land and particularly systems' compatibility
with national objectives.

The main findings in an audit of discre-
tionary support systems in the administra-
tive sector of the Ministry of Agriculture and
Forestry (190/2009), namely problems in co-
ordinating objectives and the primary impor-
tance of verifying the use of funds, were in
line with the results of previous audits. The

audit found that coordinating different sup-
port systems is all the more difficult because
connections between these systems have not
been identified. Effective policy would re-
quire the improvement of the information
base used in preparing legislation in every
subarea.

Coordinating different objectives has
proved particularly problematic regardless
of the support system. This concerns the co-
ordination of the Community policy with na-
tional objectives as well as the coordination
of different national objectives. Regardless of
the support system, the primary role of in-
come and production objectives has in some
cases led to a situation in which a system has
not promoted the achievement of other ob-
jectives that have been set for support sys-
tems?. The achievement of other objectives
may consequently be quite poor or a support
system can have impacts that are undesira-
ble. Special attention should be paid to sup-
port systems' transparency in this respect.

2 133/2006 Measures to restrict poultry production
113/2005 Agri-environmental support for special measures

175/2008 Reducing nutrient emissions from agriculture
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6.2 Regional and structural policy

In addition to agriculture, regional and struc-
tural policy is another area in which Com-
munity funding plays a major role. During
the programming period 2000-2006 Com-
munity funding exceeded 300 million euros
a year.

Several performance audits have focused
on activities receiving support from structur-
al funds and the implementation of region-
al development programmes in recent years,
and the National Audit Office has also par-
ticipated in a parallel audit in this area. In
2008 findings were also compiled in an au-
dit on the impacts of regional development
programmes. Audits have particularly con-
cerned programmes' impacts, with empha-
sis on employment impacts. Audits have also
looked at project administration and imple-
mentation and the steering effects of finan-
cial instruments. The most recent audits con-
cerned environmental projects in the Objec-
tive 2 programme and services for enterprises
co-financed from the European Social Fund.

With regard to regional and structural pol-
icy a key audit finding was that impacts and
particularly employment impacts are small-
er than expected. Effectiveness expecta-
tions and objectives have been high. Sup-
port has not prevented or even significantly
slowed the concentration of economic activi-
ties, however. Impacts on employment have
also been small for the most part and main-
ly involve the preservation of existing jobs.
In project administration the problem has
been reflected in unreliable monitoring. In-
formation in the monitoring system concern-
ing employment impacts has been exagger-
ated, and monitoring and evaluating results
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on this basis has been pointless. Monitoring
is also disconnected and the same impacts
can be reported as results in more than one
programme.

Some problems and gaps in planning and
implementing Finland's structural funds pro-
grammes are similar to those found in other
EU member states. A parallel audit on the
performance (output/effectiveness) of the
structural funds programmes in the area of
employment during the programming peri-
od 2000-2006 found gaps in planning meas-
ures and in formulating selection criteria for
projects in several of the countries that were
covered by the audit. All the member states
could not show that the structural funds’
main objectives were the main criteria in se-
lecting measures. Shortcomings that were
observed with regard to goal-oriented appli-
cation procedures mainly concerned the in-
ability to evaluate projects' cost-effectiveness
reliably in advance. Shortcomings were also
observed in award procedures, but in gener-
al these were considered sufficient to support
the implementation of measures and projects

in an appropriate manner.

Environmental projects in the
Objective 2 programme

In the Objective 2 programmes for Southern
and Western Finland during the program-
ming period 2000-2006, support at least for
environmental projects mainly went to local
authorities and enterprises owned by local
authorities. The same finding was made in
other audits. During the programming peri-



od 2007-2013 project activities should strive
more actively to involve businesses and civil
society as well. Project financing should also
be directed towards more innovative en-
vironmental protection measures. Further-
more, regional environmental programmes
should be developed so that they give a bet-
ter picture of objectives’ emphases and pri-
orities as a basis for decision-making con-
cerning project financing.

The Regional Environment Centres have
particularly financed different environmental
and infrastructure projects in the Objective 2
programme. In Finland no economic or so-
cio-economic cost-benefit calculations have
been made concerning such projects. Evalu-
ating projects in money terms is difficult be-
cause all the effects of projects are not visible
in the market price mechanism. In the field of
economics, however, different methods have
been developed to take into consideration ef-
fects that fall outside the market mechanism.
The Ministry of the Environment should pro-
mote research on the basis of which it would
be possible to evaluate the economic and so-
cio-economic benefits of different environ-
mental projects better.

Services for enterprises co-financed
from the European Social Fund

An audit the implementation of ESF projects
aimed at promoting the development of
electronic business found that at the nation-
al level authorities have not steered the se-
lection of projects supporting the develop-
ment of electronic business or the focusing of
related objectives. The lack of national pol-
icies and steering has resulted in inefficien-
cy and modest results. Shortcomings were
also observed in Employment and Econom-
ic Development Centres' and State Provin-
cial Offices' activities as aid authorities. The
Ministry of Employment and the Economy
should take measures to ensure the best pos-
sible use of structural funds in terms of over-
all economy, minimise project overlap and
study the need to support projects better.

The audit observed problems in regional
aid authorities’ decisions allowing the exten-
sion of ESF projects. As the administrative
authority for EU structural funds, the Minis-
try of Employment and the Economy should
prepare guidelines for aid authorities con-
cerning the grounds on which project time-
tables can be extended, supplementing ear-
lier guidelines and setting clearly tighter lim-
its on the number of extensions that can be
granted.
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7 The current state of central government
finances and administration

7.1 Compliance with the budget and key provisions

regarding it

The National Audit Office submitted finan-
cial audit reports for 119 agencies for fiscal
year 2008. This included 87 agencies that
must prepare final accounts containing fi-
nancial statements according to section 63 of
the State Budget Decree (“accounting agen-
cies") as well as 32 other agencies that are
not required to prepare financial statements
but must submit a review of operations ac-
cording to section 65 a of the State Budget
Decree. The latter are operationally signif-
icant agencies for which a ministry has set
performance objectives and which are di-
rectly accountable to a ministry with regard
to budget implementation and their opera-
tional performance.

Financial audits for fiscal year 2008 re-
vealed improper procedures in 36 account-
ing agencies and five other agencies that
by themselves or together with other proce-
dures were considered contrary to the budg-
et or key provisions concerning it to such a
degree that a qualified opinion on regular-
ity was included in the financial audit report.
In 2007 a qualified opinion on regularity was
included in the financial audit report for 42
accounting agencies and 12 other agencies.

The total number of agencies receiving a
qualified opinion on regularity fell compared
with 2007. This was due mainly to a drop in
the number of qualified opinions on regular-
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ity with regard to the information presented
on operational performance and the arrang-
ing of performance accounting.

The largest number of qualified opinions
on regularity still concerned shortcomings
in arranging performance accounting and
in presenting annual results for paid activ-
ities. Cautions were issued to 11 agencies
concerning the monitoring of the profitabil-
ity of paid activities or the presentation of an-
nual results for paid activities. Shortcomings
in other information concerning operational
efficiency and the arrangement of perform-
ance accounting were the reasons for cau-
tions to 22 agencies. Arranging performance
accounting is the precondition for presenting
information concerning operational perform-
ance in final accounts.

Another significant category consisted of
errors concerning the use of funds appropri-
ated in the budget. Cautions regarding such
errors were included in 14 audit reports.
Since cautions concerned different matters,
the total number of errors was nearly 30. The
most significant errors involved the exceed-
ing of appropriations in two transferable ap-
propriation items. According to section 85:1
of the Constitution of Finland, a transferable
appropriation may not be exceeded. Other
cautions in this category concerned errors in
the purpose for which funds were intended or



errors in allocating expenditure to the fiscal
year, which in fact also signified the length-
ening of appropriations’ period of use. Er-
rors in the exercising of an authorisation and
shortcomings in the monitoring of authorisa-
tions led to a qualified opinion on regularity
in the financial audit reports for 4 agencies.
Shortcomings generally concerned confirm-
ing the use of an authorisation and the period
of use as well as related accounting.

The National Audit Office also drew at-
tention to certain shortcomings regarding
the handling of payment traffic and account-
ing that were observed during the audit of
certain agencies that can also be consid-

ered essential and exceptional gaps in in-
ternal control. This has involved procedures
regarding the management of central gov-
ernment funds that could also present a sub-
stantial risk for the use of funds if they con-
tinued. Shortcomings have concerned depos-
iting cash in financial institutions, account-
ing procedures regarding funds paid to a
bank account that are contrary to the budget
and section 5 a of the State Budget Decree,
the verification of transactions and the sale
of movable property on financially unsound
grounds using a payment schedule contrary
to the budget.
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7.2 Obligation to provide information on measures
taken as a result of remarks in an audit report

According to section 5:1 of the Act on the Na-
tional Audit Office, an auditee and the min-
istry in whose sector the auditee is includ-
ed must inform the National Audit Office re-
garding what measures have been taken as
a result of the remarks presented in an au-
dit report.

Financial audit reports specify the remarks
that require information on measures togeth-
er with a deadline for providing information.
The adequacy of measures is examined in
connection with the next audit. Qualified
opinions on regularity generally imply such
an obligation, but information on measures
can be required even if remarks have not led
to a qualified opinion on regularity.

Table 1 presents the breakdown of remarks
requiring information on measures by ad-

ministrative sector over a three-year period.

The number of such remarks fell from 24
the previous year to 16. Shortcomings in ar-
ranging performance accounting and in pre-
senting information on operational efficien-
cy led to remarks requiring information on
measures in 11 financial audit reports (17 in
2007). Essential gaps in internal control led to
remarks requiring information on measures
in 6 financial audit reports.

In connection with financial audits for
2008, an evaluation was made concerning
the effectiveness of remarks requiring in-
formation on measures in audit reports for
the previous year. Financial audit reports for
2007 required 24 agencies to provide such in-
formation. In ten cases the obligation to pro-
vide information on measures was renewed
in full or in part with regard to 2008.

TABLE 1: REMARKS IN FINANCIAL AUDIT REPORTS REQUIRING INFORMATION ON MEASURES

FOR FISCAL YEARS 2006-2008

Adminstrative sector

Financial audit reports

Remarks requiring informa-
tion on measures

year year

2008 2006 2007 2008
Office of the President of the Republic 1
Prime Minister’s Office 1
Administrative sector of the Ministry of Foreign Affairs 1 1 1
Administrative sector of the Ministry of Justice 2 2
Administrative sector of the Ministry of the Interior 13
Administrative sector of the Ministry of Defence 4 2 2 2
Administrative sector of the Ministry of Finance 13 1 2 2
Administrative sector of the Ministry of Education 28 17 15 7
Administrative sector of the Ministry of Agriculture and Forestry 9 2 1
Administrative sector of the Ministry of Transport and Communications 10 3 2 2
Administrative sector of the Ministry of Employment and the Economy 27 6 2 1
Administrative sector of the Ministry of Social Affairs and Health 7 2 1
Administrative sector of the Ministry of the Environment 3

119 36 24 16
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7.3 Budget procedures

The Ministry of Transport and Communi-
cations and the Ministry of Education were
cautioned about budget procedures in 2008.
Remarks concerned the allocation of state

aid expenses to the fiscal year and informa-

tion concerning authorisations presented
in the budget. Cautions concerning budg-
et procedures were issued in three financial
audit reports in 2007 and two financial audit
reports in 2006.
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7.4 Accounting agencies’ financial statements

Table 2 presents information on remarks in
financial audit reports concerning financial
statements over a three-year period. Accord-
ing to section 63 of the State Budget Decree,
government agencies acting as account-
ing agencies must prepare final accounts for
each budget year.

The budget implementation statement
contains information on budget appropria-
tion and expenditure as well as information
on authorisations and their use. Remarks re-
garding budget implementation statements
were issued to 21 accounting agencies on the
basis of financial audits for 2008, which is 12
less than the figure for 2007.

In 2008 authorisations were in use in 43
agencies. Remarks concerning the presenta-
tion of information on authorisations or the
use of authorisations were included in 12
financial audit reports. These mainly con-
cerned accounting procedures.

Five accounting agencies were cautioned
concerning their income and expenditure
statement and six concerning their balance
sheet. Final accounts were approved sub-
stantially later than normal for two account-
ing agencies and in one case final accounts
had still not been approved when the finan-
cial audit report was issued.

Five accounting agencies were cautioned
about shortcomings in notes to financial
statements. Financial audits particularly
drew attention to information in notes that
can be regarded as supplementing the infor-

mation presented in financial statements in
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an essential way, most importantly informa-
tion concerning state securities and guaran-
tees and other commitments.

The requirement in section 21 of the State
Budget Act that in their final accounts and re-
views of operations compiled in order to im-
plement accountability, government agen-
cies must provide true and fair information on
their compliance with the budget, their reve-
nues and expenditure and their financial po-
sition also applies to agencies that do not act
as accounting agencies and are not required
by the State Budget Decree to prepare final
accounts containing financial statements but
must prepare a review of operations under
section 65 a of the State Budget Decree.

Information presenting the implementa-
tion of the budget is particularly important.
A budget implementation statement was pre-
pared by 23 of the 32 agencies in this cate-
gory. Since the form of presentation has not
been prescribed, there has usually been room
for improvement. Financial audit reports is-
sued cautions to only five agencies, howev-
er. The agencies covered by section 65 a did
not present an income and expenditure state-
ment or a balance sheet in their review of op-
erations. Information concerning income and
expenditure items or financial position was
not examined for these agencies.

In guidelines and steering, attention
should be drawn to ensuring that all agen-
cies provide adequate information on matters
regarding finances as required in section 21
of the State Budget Act.



TABLE 2: ACCOUNTING AGENCIES CAUTIONED ABOUT FINANCIAL STATEMENTS

Number of remarks

2006 2007 2008
Budget implementation statement 34 33 21
Income and expenditure statement 5 1 5
Balance sheet 8 4 6
Notes to financial statements 10 10 5
Examination of financial statements 1
Approval of final accounts 3
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7.5 Objectives concerning agencies’ operational
performance and related reporting

Setting of objectives

According to the State Budget Decree, the
justifications given in the budget proposal
must present performance objectives for so-
cial effectiveness and operational perform-
ance. Performance objectives have signifi-
cance as the point of departure for the Gov-
ernment's performance management and
for Parliament in deciding on appropriations
and evaluating whether objectives have
been achieved.

According to section 11 of the State Budg-
et Decree, after Parliament has approved the
budget, ministries must approve the break-
down of budgetary accounts and perform-
ance objectives without delay. The State
Budget Act requires that government agen-
cies must provide true and fair information
on operational performance in their final ac-
counts and reviews of operations. According
to the State Budget Act and the State Budg-
et Decree, operational performance includes
operational efficiency, outcomes and quality
management, with consideration also being
given to delivery.

In connection with financial audits the Na-
tional Audit Office has evaluated the scope

of the operational performance objectives

approved by ministries. Attention has been
focused particularly on objectives regard-
ing operational efficiency. The scope of ob-
jectives regarding performances and public
goods as well as delivery has also been eval-
uated, however. The setting of objectives re-
garding paid activities and information pre-
sented on this subject are discussed in sec-
tion 7.6.

The National Audit Office has evaluated
the information received by Parliament in
connection with the budget and the Report
on the Final Central Government Accounts
in separate audits concerning the administra-
tive sectors of the Ministry of Justice and the
Ministry of Social Affairs and Health. Sum-
maries of these audits are presented in the
National Audit Office's separate report to
Parliament on the audit of the final central
government accounts for 2008 and the Report
on the Final Central Government Accounts
(R 12/2009).

Key summary information on the setting
of operational performance objectives over
a three-year period have been compiled in
Table 3.

On the basis of financial audits for fiscal
year 2008, the performance objectives that

have been approved by ministries, which

TABLE 3: SETTING OF OBJECTIVES IN 2006-2008, PER CENT OF AGENCIES

Year Economy Productivity Delivery Performances and public goods
2006 29 % 17 % 40 % 61 %
2007 30 % 23 % 53 % 58 %
2008 32 % 40 % 56 % 59 %

52



are an essential part of performance man-
agement, still contain gaps with regard to
objectives concerning economy and produc-
tivity. Objectives that comprehensively cov-
ered essential aspects of economy had been
approved for only 32 per cent of agencies.
Although the situation with regard to pro-
ductivity objectives was considerably better
than the year before, these had only been set
for 40 per cent of agencies in performance
agreements.

Evaluating objectives concerning economy
and productivity in terms of normal operat-
ing costs, economy objectives covered 39 per
cent and productivity objectives 53 per cent
of government operations.

Financial audits indicated that objectives
had been set for 56 per cent of agencies con-
cerning delivery and 59 per cent concerning
public goods (53% and 58% in 2007).

Information concerning operational
efficiency in final accounts

The State Budget Act and the State Budg-
et Decree contain provisions on government
agencies' final accounts. Accounting agen-
cies and those agencies for which a ministry
has set performance objectives must provide
true and fair information concerning perform-
ance in their review of operations. According
to the State Budget Decree, the review of op-

erations must present information on opera-

tional performance using appropriate indica-
tors and a comparison with objectives.

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, the profitability of paid activities and joint-
ly finance activities as far as giving a true and
fair view is concerned.

Table 4 contains a breakdown of true and
fair information on economy over a three-
year period.

Information on economy or correspond-
ing information on costs were judged to be
true and fair in 83 agencies or 70 per cent
of the agencies for which a financial audit
report was issued for 2008 (75 agencies or
64 % in 2007, 53 accounting agencies or 54 %
in 2006). To meet this requirement, present-
ed performance information must give a true
and fair view of performance.

Information on productivity was judged
to be true and fair in 80 agencies or 67 per
cent of agencies (75 agencies or 64 % in 2007,
47 accounting agencies or 47% in 2006). In-
formation on productivity was judged to be
fair in 93 agencies (93 agencies or 79% in
2007, 66 accounting agencies or 67 % in 2006)
and true in 87 agencies (81 agencies or 69%
in 2007, 56 accounting agencies or 57% in
2006).

Evaluating information on economy and

productivity on the basis of agencies' nor-

TABLE 4: TRUE AND FAIR INFORMATION ON ECONOMY IN FINAL ACCOUNTS, PER CENT OF

AGENCIES

Year True information Fair information True and fair information
2006 62 % 72 % 54 %
2007 69 % 78 % 64 %
2008 73 % 81 % 70 %
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mal operating costs, true and fair informa-
tion on economy covered 53 per cent and
true and fair information on productivity 52
per cent of government operations (42% and
41% in 2007).

The ministries have presented informa-
tion on economy mainly in the form of cost
information by result area or broken down in
some other way. Even bearing this in mind,
the information provided by Ministry of De-
fence, the Ministry of Employment and the
Economy, the Ministry of Finance and the
Prime Minister's Office could not be consid-
ered to give a true and fair view. It should be
pointed out that the Ministry of Employment
and the Economy only went into operation at
the beginning of 2008.

Of the 78 agencies that presented cost-cov-
ering statements for jointly financed activi-
ties, 43 agencies or 55 per cent (33 agencies
or 41% in 2007, 24 accounting agencies or
40% in 2006) presented true and fair infor-
mation on cost-covering. 77% of the agen-
cies in question presented fair information
(60% in 2007, 75% in 2006). A key problem
in preparing statements and in the compre-
hensiveness of statements was defining and
handling jointly financed activities particu-
larly when funds are obtained by recording
expenditure directly as the application of an
appropriation administered by the provider
of funds.

Examining the information presented on
operational efficiency as a whole, informa-
tion was judged to be true and fair in 74
agencies or 62% of the agencies for which
a financial audit report was issued in 2008
(67 agencies or 57% in 2007, 46 accounting
agencies or 46% in 2006).
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Information on outcomes and quality
management in final accounts

With regard to information on outcomes and
quality management, financial audits exam-
ined information concerning performances
and public goods as well as delivery.

The fairness of the information that was
presented on performances and public goods
was examined in 118 agencies. Information
was judged to be fair in 95 per cent of agen-
cies (93% of agencies in 2007, 98% of ac-
counting agencies in 2006). Audits examined
true and fair information in 80 agencies and
the information provided by 79 agencies or
99 per cent was judged to be true and fair
(81 agencies or 91% in 2007, 62 accounting
agencies or 97 % in 2006).

The fairness of information concerning de-
livery was examined in 58 agencies and in-
formation was judged to be fair in 53 of these
(54 agencies or 85% in 2007, 42 accounting
agencies or 93% in 2006). Audits examined
true and fair information in 33 agencies and
the information provided by 91 per cent was
judged to be true and fair (26 agencies or
77% in 2007, 16 accounting agencies or 89%
in 2006).

Financial audit reports do not contain opin-
ions concerning information presented on so-
cial effectiveness. With regard to social ef-
fectiveness ministries' accountability is high-
lighted. Independent external evaluations
also have their own importance. In the past
five years external evaluations of effective-
ness have been conducted in 39 agencies (37
agencies in 2007, 32 accounting agencies in
2006).



7.6 Paid activities

According to section 15:2 of the State Budg-
et Act, the monitoring of the profitability of
paid activities must be arranged so that an-
nual results can be presented in connection
with the final accounts unless paid activities
are minimal. According to section 65 of the
State Budget Decree, the review of opera-
tions must present information on the prof-
itability of paid activities and a comparison
with objectives. The criteria for true and fair
information have been spelled out by the
State Treasury in an order that requires the
presentation of cost-covering calculations by
type of performance.

According to central accounting, paid ac-
tivities produced revenues totalling 1.3 billion
euros (likewise 1.3 billion euros in 2007). Per-
formances under public law produced 0.3 bil-
lion euros, commercially priced performanc-
es 0.7 billion euros and performances on the
basis of special legislation 0.3 billion euros.

In 2008 paid activities as referred to in sec-
tion 15 of the State Budget Act were provided
by 96 agencies (95 in 2007). Ministries had
set performance objectives concerning paid
activities for 72 agencies or 75% of agencies
engaged in paid activities (69 agencies or
73% in 2007).

Table 5 contains a breakdown of opinions
concerning information on paid activities
over a three-year period.

Audits found that 79 agencies had present-
ed true and fair information on paid activi-
ties and annual results for paid activities. The
corresponding figures the year before were

66 agencies or 69% of the 95 agencies en-
gaged in paid activities.

Evaluating information on paid activities
on the basis of revenues from paid activities,
true and fair information covered 85 per cent
of paid activities (82% in 2007).

With regard to the presentation of infor-
mation in final accounts on paid activities,
as a whole the situation has improved com-
pared with previous years. Qualified opin-
ions on regularity as a result of gaps in the
monitoring of paid activities and the presen-
tation of annual results were issued to only
11 agencies (22 agencies in 2007, 21 account-
ing agencies in 2006). The key reasons for
gaps in the presentation of annual results for
paid activities concern the arrangement of
performance accounting and the allocation
of work costs.

The demand for and supply of performanc-
es under public law are based on legislation,
and authorities or agencies have generally
been given exclusive rights to produce per-
formances. Preparing a proper cost-covering
statement ensures legal protection for those
who are required to pay charges, so that
charges are not higher for customers than the
general grounds in legislation allow. Special
attention should also be paid to monitoring
paid activities and annual results when gov-
ernment agencies compete with actors that
operate in the private sector.

Audits of paid activities revealed some sit-
uations in which commercially priced per-
formances produced a significant deficit.

TABLE 5: TRUE AND FAIR INFORMATION ON PAID ACTIVITIES IN FINAL ACCOUNTS, PER CENT OF

AGENCIES ENGAGED IN PAID ACTIVITIES

Year True information Fair information True and fair information
2006 61 % 90 % 61 %
2007 71 % 94 % 69 %
2008 83 % 92 % 82 %
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7.7 The current state of performance management on
the basis of operational efficiency

Performance management requires that min-
istries set appropriate performance objec-
tives for agencies and that agencies present
true and fair information on their activities in
their final accounts.

In performance management it is essential
to match resources and objectives concern-
ing outputs. One task of performance man-
agement is to coordinate the development
of effectiveness and delivery with the man-
agement of costs. Objectives and informa-
tion regarding economy are thus a key part
of good performance management. They also
provide a basis for evaluating effectiveness,
delivery and the economy of activities as a

whole.

Figure 1 describes the functioning of per-
formance management from the perspective
of steering and reporting regarding economy.
The coverage of performance objectives set
by ministries concerning economy and the
information presented by agencies in their
review of operations have been used as cri-
teria. Percentage shares in 2006 are based
on the number of accounting agencies that
were audited, while in 2007 and 2008 shares
are based on the total number of agencies
for which financial audit reports were issued.

Evaluating the current state of perform-
ance management on the basis of the setting
of performance objectives and true and fair

information concerning them, it appears that

A
2006: 27 % 2006: 26 %
VES 2007: 39 % 2007: 25 %
2008: 42 % 2008: 28 %
True and fair
information
2006: 43 % 2006: 3 %
NO 2007: 31 % 2007: 5 %
2008: 26 % 2008: 4 %
NO Performance YES

objectives describing

economy

Figure 1: Performance objectives describing economy and information in final accounts
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no substantial changes have taken place in
performance management compared with
previous years. The share of agencies that
have been steered with adequate objectives
concerning economy and have reported
true and fair information is still quite small,
amounting to 28 per cent of agencies (25% of
agencies in 2007, 26% of accounting agen-
cies in 2006). Evaluated on the basis of nor-
mal operating costs, this covered only 27 per
cent of government operations (17 % in 2007).

With regard to the presentation of true
and fair information on economy, the situ-
ation has improved in the past three years.
True and fair information on economy was
presented by 70 per cent of agencies in their
review of operations. The corresponding fig-
ure was 64 per cent in 2007 and 54 per cent
in 2006.

Performance objectives regarding econo-
my had been set for 38 agencies or 32 per
cent of all agencies. True and fair information
was presented by 33 of these or 87% (83%
in 2007, 90% in 2006). Among the agencies
for which economy objectives had not been
set (81 agencies), only 50 or 62% presented
true and fair information (55% in 2007, 39%
in 2006).

If in evaluating the current state of per-
formance management one combines the set-
ting of objectives concerning economy and
productivity and the presentation of true and
fair information on them, the share of agen-
cies that have been steered with adequate
objectives and have presented true and fair
information is only 17 per cent. Agencies that
have not been set adequate economy and
productivity objectives by the ministry and
have not presented true and fair information
on economy and productivity made up 31 per
cent of agencies.

Implementing performance management
and accountability requires measures by
ministries and agencies to develop perform-
ance objectives and related monitoring so
that they are in line with the principles laid
out in the State Budget Decree. Ministries
should together with agencies study how ob-
jectives are set for performance, taking into
consideration different subareas of perform-
ance, and what information needs to be pre-
sented in the review of operations to give a
true and fair view of performance.
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7.8 The 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 authorisations
and performance accounting both in the
course of audits and separately in connec-
tion with other audits. Performance audits
conducted by the National Audit Office have
evaluated risks associated with administra-
tive steering systems and operational chains
and how these are managed as well as in-
ternal control particularly from the perspec-
tive of activities' social effectiveness and the
presentation of a true and fair view of per-
formance and economy and activities as
a whole. Shortcomings that have been ob-
served in steering, operational and report-
ing systems are also shortcomings in internal
control and risk management at the govern-
ment 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 au-
dits. In this area audits have drawn attention
not only to the correctness of accounting and
regularity but also to the steering of activi-

ties as well as questions concerning the man-

aging of funds and the arranging of internal
control. Audit positions have been reported
to the accounting agencies that have been
covered by audits or are responsible for cor-
recting shortcomings.

Table 6 describes the current state of inter-
nal control in administration.

With regard to internal control, on the ba-
sis of the number of agencies that have been
cautioned in this matter, the situation ap-
pears to have improved from the previous
year as far as accounting is concerned. No
essential shortcomings were observed in the
internal control of accounting in 78 per cent
of agencies (73% in 2007, 67 % in 2006). Es-
sential shortcomings in the internal control
of accounting that required corrective meas-
ures were observed in 15 per cent of agen-
cies (19% of agencies in 2007, 28% of ac-
counting agencies in 2006). Judging from
the number of qualified opinions on regular-
ity, some agencies apparently had to be cau-
tioned about more than one matter.

Turning to the monitoring of authorisa-
tions, essential shortcomings in internal con-
trol that required corrective measures were
observed in 30 per cent of agencies (36% of
agencies in 2007, 39% of accounting agen-

TABLE 6: INTERNAL CONTROL IN FISCAL YEAR 2008, PER CENT OF AGENCIES (AUTHORISATIONS

IN 44 AGENCIES)

Accounting Monitoring of Performance Other internal

authorisations accounting control

a) no essential shortcomings 78 % 66 % 69 % 67 %
b) essential shortcomings, but

corrective measures taken 7 % 5 % 10 % 5 %
¢) essential shortcomings that

required corrective measures 15 % 30 % 21 % 28 %
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cies in 2006). These mainly concerned ac-
counting procedures.

Key provisions concerning performance
accounting are section 15:2 and section 16 of
the State Budget Act. More detailed provi-
sions are contained in section 55 of the State
Budget Decree, which requires that an agen-
cy must arrange performance accounting
along with other accounting so that it pro-
duces the essential information required for
the external steering of the agency as well as
the information required in the agency's final
accounts and review of 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 au-
dits observed essential shortcomings in this
subarea of accounting on the basis of which
audit reports called for corrective measures
in 21 per cent of agencies (23 % of agencies in
2007, 35% of accounting agencies in 2006). A
key shortcoming in the administration of per-
formance accounting remains the allocation
of work costs. Accounting is also a critical
factor for the presentation of true and fair in-
formation on economy, productivity, the prof-
itability of paid activities and cost-covering
for jointly financed activities in most cases.

The financial rules that are prescribed in
section 69 b of the State Budget Decree are
a key tool in arranging accounting agencies’
internal control. Financial audits for 2008
found that financial rules were adequate in
95 per cent of accounting agencies (79 ac-
counting agencies or 94% in 2007, 89 ac-
counting agencies or 90% in 2006).

According to section 65 of the State Budg-
et Decree, the review of operations must
contain an assessment of the regularity and
adequacy of internal control and risk man-
agement together with a statement on the
current state of internal control and essen-

tial development needs in this respect. Fi-
nancial audit reports addressed remarks on
this statement to 4 agencies (12 agencies in
2007, 13 accounting agencies in 2006). Re-
marks concerned the scope and preparation
of the statement. Management has general-
ly focused attention on the development and
evaluation of internal control and risk man-
agement. Audits indicated that there are
essential differences in procedures among
agencies, however. On the basis of audits, at-
tention was drawn to the need for statements
to cover the current state of internal control
and not only areas being developed. Man-
agement's responsibility for internal control
should be underlined in statements. In state-
ments and background memoranda, atten-
tion should be paid to continuity from year

to year.

System audits

The main purpose of the system audits that
are conducted in connection with financial
audits was to ensure that key internal control
procedures and data security linked to sys-
tems and their operating environment were
arranged in an appropriate manner.

System audits primarily examined finan-
cial administration systems and systems pro-
ducing information for them as well as sys-
tems linked to their operating environment.
Audits focused on seven large or fairly large
accounting agencies and two service centres.
Nine system audits were conducted in 2008.
One of these was a follow-up audit.

Key matters that were examined in audits
included risks associated with the use of sys-
tems and related management, controls, user
rights, other internal control procedures and
the arranging of data security. If necessary,
outsourced functions and services linked to
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the use of systems and related management
as well as data security were examined more
closely to ensure the regularity of arrange-
ments and procedures.

Key audit findings concerned the segrega-
tion of duties and the division of labour (es-
pecially potential conflicts of interest); the

management and supervision of user rights;
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the need to clarify responsibilities and mon-
itoring procedures; documentation, includ-
ing contracts, data security documents, de-
scriptions of procedures and logs; and log-
ical protection. Audits also observed prob-
lems resulting from delays in the completion
of systems. Audit findings were reported in
connection with financial audits.



7.9 Internal audit

According to section 70 of the State Budg-
et Decree, the management of a government
agency must arrange internal audit if there
are grounds for this in view of the internal
control procedures required in sections 69
and 69 a of the same decree. The purpose
of internal audit is to allow management to
determine whether internal control is appro-
priate and adequate and to perform the au-
dit tasks specified by management. The ar-
ranging of internal audit must be in line with
general standards and recommendations. In-
ternal audit procedures and internal audit's
status in the organisation are prescribed in
internal audit guidelines.

According to financial audits for 2008, in-
ternal audit was arranged by 70 agencies or
59 per cent of agencies (64% of agencies in
2007, 67% of accounting agencies in 2006).

Internal audit required about 102 person-
years in total (114 person-years in 2007, 107
person-years in 2006), of which about 15 per-
son-years was outsourced (15 person-years
in 2007 and in 2006). The requirement in the
State Budget Decree that general standards
and recommendations must be taken into
consideration in arranging internal audit un-
derlines the need for quality, professional-
ism and independence in this work. Among
the agencies that had internal audit in 2008,
the input in internal audit using the agency's
own personnel was roughly one person-year
or less in 29 agencies (33 agencies in 2007).

Internal audit guidelines were considered
appropriate in 67 agencies or 96 per cent
of agencies that had internal audit (91% of
agencies in 2007, 85% of accounting agen-
cies in 2006).

61



7.10 Current state of the management and supervision

of EU funds in Finland

According to the principle of equal protec-
tion, as part of performance audit and finan-
cial audit the National Audit Office exam-
ines the management and supervision of EU
funds in the same scope and according to the
same principles and procedures that apply
to national funds on the basis of the Inter-
national Standards of Supreme Audit Insti-
tutions (ISSAI), which have been endorsed
by INTOSAI Many activities receiving EU
funds also involve the allocation of national
funds, so the National Audit Office does not
focus special attention on EU funds based on
separate monetary unit sampling.

In addition to the regularity of accounting
and the legality of activities, audits conduct-
ed by the National Audit Office pay atten-
tion to appropriate steering and particular-
ly questions regarding the management of
funds and the arranging of internal control.

Financial audits expressly concerning
the transfer of EU funds in 2008 dealt with
projects and aids to business co-financed
from the Rural Development Fund at the Em-
ployment and Economic Development Cen-
tre for Satakunta and the Agency for Rural
Affairs. An audit of the administration of Eu-
ropean Social Fund projects focused on the
Ministry of Employment and the Economy
and the Employment and Economic Devel-
opment Centre for Ostrobothnia.

The performance audits conducted by the
National Audit Office focus on the effective-
ness of measures financed entirely or part-
ly with EU funds. Performance audits have
examined support systems for rural develop-
ment and agriculture as well as activities re-
ceiving structural funds. Performance audits
concerning support systems for rural devel-
opment and agriculture have approached the
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subject from the perspective of taking advan-
tage of Community support systems in Fin-
land and particularly systems' compatibili-
ty with national objectives. Performance au-
dits concerning activities receiving structur-
al funds have paid special attention to pro-
grammes' impacts and particularly impacts
on employment.

On the basis of financial and performance
audits conducted by the National Audit Of-
fice, the system for managing and monitoring
EU funds provides adequate assurance of the
regularity of measures in view of essential-
ity. However, the system for managing and
monitoring EU funds has not paid adequate
attention to evaluating effectiveness so as to
ensure that EU funds are utilised in an effec-
tive and responsible manner.

The complicated nature of the system for
managing and monitoring EU funds hinders
the efficient operation of the system and in-
creases its costs. The complicated nature of
the system and its consequences were high-
lighted in an audit concerning the Ministry
of Employment and the Economy, in which
attention was drawn to statements issued by
the auditing authority for structural funds at
the Ministry of Finance that have concerned
risks associated with the managing of EU
funds and the complicated management of
structural funds, among other things. In its
review of operations the Ministry of Employ-
ment and the Economy has not mentioned
the risks cited by the auditing authority or
measures taken in response to them. The
Ministry of Employment and the Economy
has, however, appointed a working group to
propose measures aimed at simplifying the

system for managing structural funds.



7.11 Current state of the administration and control of

state aids and support

State aids are a major expense category in
the budget, and provisions concerning the
granting, payment and application of state
aids are contained in various acts. The func-
tion of internal control is to ensure the regu-
larity of state aid procedures.

In connection with financial audits the Na-
tional Audit Office examined state aid proce-
dures in 31 agencies. Findings regarding the

internal control of state aids were as follows:

Year Year Year
2006 2007 2008
a) no essential shortcomings 67% 14% 45%
b) essential shortcomings, but
corrective measures taken 11% 14% 0%
c¢) essential shortcomings
that required corrective
measures 22% 71% 55%

In 2008 financial audits focusing on state
aids were conducted in four ministries, the
Employment and Economic Development
Centres, the State Provincial Offices and sev-
en other agencies. On the basis of the au-
dits that were conducted in 2007 and 2008,
it would appear that the situation regarding
the internal control of state aids has weak-
ened substantially. Data are significantly in-
fluenced, however, by the number and type
of agencies in which audits are conducted
and what state aids are involved. The results
for 2008 and 2007 can be attributed partly to

joint audits of all 15 Employment and Eco-
nomic Development Centres. In 2008 the au-
dit of the Employment and Economic Devel-
opment Centres examined the administration
process for aids to business and employment
training procurements recorded as state aids.
Several follow-up audits were also conduct-
ed. Audits generally noted some shortcom-
ings in internal control, which the Employ-
ment and Economic Development Centres
should address. In employment training pro-
curements there is a risk that the state will
finance part of the shared costs of training
twice, since government transfers for educa-
tion and culture are granted for training lead-
ing to similar qualifications.

The audits of the other 16 agencies in 2008
concerned aids for maritime traffic, agricul-
tural support for farms, government transfers
to social welfare and health departments in
the State Provincial Offices and local coop-
eration funds. These audits found essential
shortcomings in two agencies with regard to
the arranging of internal control.

On the basis of the financial audits that
were conducted, agencies have paid atten-
tion to administrative procedures regarding
state aids. Shortcomings typically involve the
checking of grounds for granting state aids
and the control of state aids.

Performance audits concerning state aids
and support were discussed in Chapters 4
and 6 above.
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7.12 Current state of central government procurement

According to the information in the central
government accounts, central government
procurements totalled about 8.3 billion euros
in 2008, including 2.4 billion euros in pro-
curements of fixed assets. The National Au-
dit Office has strived to correct shortcomings
in procurement activities by focusing audits
on procurements of both goods and services
and by examining all stages of the procure-
ment process.

Financial audits examined compliance
with the joint procurement procedure re-
ferred to in the State Budget Act as well as
procurement procedures in 53 agencies (20
agencies in 2007, 28 accounting agencies in
2006). Findings regarding the internal con-
trol of procurements were as follows:

Year Year Year
2006 2007 2008

a) no essential shortcomings 79% 85% 55%

b) essential shortcomings,
but corrective measures taken 11% 5% 4%

c¢) essential shortcomings
that required corrective
measures 11% 10% 42%

On the basis of financial audits, it would

appear that the current state of central gov-
ernment procurement has weakened sub-
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stantially. Shortcomings requiring corrective
measures were found in 42 per cent of the
agencies in which the current state of pro-
curement was examined in financial audits.
One factor influencing this result, however,
is that audits in 2008 examined compliance
with the joint procurement obligation re-
ferred to in the State Budget Act in a broad-
er scope than before.

Compliance with the joint procurement ob-
ligation was examined in 24 agencies, and
shortcomings in procurements involving
framework agreements were observed in 21
of these.

With regard to procurements not covered
by the joint procurement obligation, agencies
have essentially complied with the provisions
in procurement legislation in repetitive pur-
chases. Procedures regarding one-off or oc-
casional purchases include shortcomings and
are open to interpretation. The riskiest are-
as with regard to compliance with procure-
ment legislation are considered to be expert
and research services, furniture and equip-
ment purchases and building services. Ow-
ing to shortcomings in procurement proce-
dures, procurements co-financed from struc-
tural funds may present a risk concerning eli-
gibility for support.



7.13 Complaints regarding the management of central
government finances and abuses

Complaints

The National Audit Office received 41 com-
plaints regarding the management of central
government finances in 2008. The figure the
previous year was 57. Complaints regarding
the management of central government fi-
nances were submitted by private citizens
and organisations, in whose opinion a body
falling within the National Audit Office's
mandate has acted irregularly or improperly.
Complaints were broken down fairly even-
ly between different sectors that fall within
the National Audit Office's mandate. They
concerned government agencies, recipients
of state aids, state-owned companies and the
application of EU funds.

In investigating complaints, the Nation-
al Audit Office has requested a statement
or further information from the authority
in question in about half of cases. In deci-
sions regarding complaints that were issued
last year, the National Audit Office noted in
about one-fifth of cases that the matter had
been examined or would be examined in
connection with an audit. In about one-fifth
of cases the authorities in question said they
would take measures to correct observed
shortcomings when the matter was brought
up. In a further one-fifth of cases the Nation-
al Audit Office called for an agency to take
measures to correct an irregularity or short-
coming. Roughly 10 per cent of complaints
were handed over to another body, often a
ministry, to resolve, and about 10 per cent of
complaints did not warrant measures on the
National Audit Office's part. About one-fifth
of complaints concerned matters that do not

fall within the National Audit Office's man-
date.

Sale of Kemira's fertilizer business to
a foreign company

The following is a summary of one decision
issued by the National Audit Office regard-
ing a complaint that required more exten-
sive handling than is normally required. It
involved the Government's decision to sell
Kemira's fertilizer business to a foreign com-
pany. Two written questions were submitted
to Parliament on this matter in 2008, requir-
ing a response from the Government.

The complaint received by the Nation-
al Audit Office drew attention to the sale of
Kemira GrowHow Oyj to Yara International
ASA of Norway. The National Audit Office
requested a statement from the Ownership
Steering Department at the Prime Minister's
Office regarding the complaint. In studying
the matter the National Audit Office also had
access to a ruling by a court of arbitration as
well as documents pertaining to the transac-
tion.

In the opinion that it issued on the com-
plaint, the National Audit Office considered
that the decisions leading to the sale in ques-
tion were made following adequate prepara-
tion on the basis of the best knowledge that
was available in view of economic and politi-
cal realities at the time. In the opinion of the
National Audit Office, in connection with the
sale of Kemira GrowHow and from the view-
point of central government finances, the
Government and the Prime Minister's Office
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acted within the scope of their authority in a
reasonable manner. The National Audit Of-
fice also drew attention to the fact that it was
in the interests of Finnish food production for
the Finnish Government to have a say in who
would become Kemira GrowHow's long-term
owner.

The transaction was approved by the Euro-
pean Commission and the terms of sale were
altered to meet EU requirements before the
sale was finalised.

Reports of abuses

According to section 16 of the Act on the Na-
tional Audit Office, an authority must im-
mediately report any offence involving state
funds or property which it manages or for
which it is responsible to the National Au-
dit Office. If an auditee has not reported an
offence involving funds or property which it
manages or for which it is responsible, the
National Audit Office can report any offence
it has observed in audit activities.

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 financ-
es and measures to prevent abuses. On the
basis of the monitoring of abuses, the thresh-
old for authorities to report an offence or re-
quest an investigation concerning abuses in-
volving their own activities can in some cases
be considered too high. Requests for an in-
vestigation and other appropriate measures
after abuses have been observed should be
viewed as part of efficient internal control.

In 2008 government agencies filed 28 re-
ports concerning abuses as required by law
(36 in 2007). Government agencies also sub-
mitted 13 other reports of abuses to the Na-
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tional Audit Office in 2008 (7 in 2007). These
involved abuses that agencies are not re-
quired by law to report to the National Au-
dit Office, but which agencies chose to report
nonetheless. These cases have generally
concerned abuses by recipients of state aids.
The largest category of reports concerned
the improper use of credit cards by govern-
ment employees. Other reports fell into vari-
ous categories.

The Ministry of Employment and the Econ-
omy and the Agency for Rural Affairs, which
administer EU aids, also submit copies of
their reports to the European Union on the
monitoring of aids under Commission Regu-
lation (EC) No 1681/94, amended by Com-
mission Regulation (EC) No 2035/05, to the
National Audit Office. Reports are made for
each structural fund quarterly. The Nation-
al Audit Office received 64 such reports for
2008 (108 for 2007). The figure includes both
new and follow-up reports.

The Ministry of Employment and the Econ-
omy has submitted reports to the National
Audit Office on irregularities involving the
European Regional Development Fund and
the European Social Fund.

The National Audit Office received 18 re-
ports concerning the European Regional De-
velopment Fund (16 for 2007), including 13
new and 5 follow-up reports. The amount
of funds in question ranged from 18,256 to
259,454 euros (9,345 to 124 576 euros for
2007). All 18 reports thus involved more than
10,000 euros (13 for 2007).

The National Audit Office received 24 re-
ports concerning the European Social Fund
(41 for 2007), including 11 new and 13 follow-
up reports. The amount of funds in question
ranged from 3,071 to 633 511 euros (3,523 to
672,752 euros for 2007). The number of re-
ports involving more than 10,000 euros was
20 (28 for 2007).



The Agency for Rural Affairs submitted 22
reports to the National Audit Office for 2007
(61 for 2007) on the basis of the above Reg-
ulation and Regulation (EC) No 1848/2006.
The figure includes both new and follow-
up reports. The amount of funds in question
ranged from 6,514 to 280,736 euros (4,400 to
863,259 euros for 2007). The number of re-
ports involving more than 10,000 euros was
19 (40 for 2007).

Reports of abuses reflect shortcomings in in-
ternal control. The aim is to prevent abuses by
emphasising the importance of internal con-
trol in agencies. According to section 65 of the
State Budget Decree, an accounting agency's
review of operations must include a statement
regarding the assessment of internal control
and essential developmental needs in this
area. It must also include information on er-

rors and abuses in summary form.
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8 Key audit findings by administrative
sector

8.1 Office of the President of the Republic

The Office of the President of the Republic The information presented in the review of
operates as an accounting agency. operations was considered true and fair.
According to the financial audit report, the No performance audits were conducted

Office of the President of the Republic has concerning the Office of the President of the
complied with the budget and key provisions Republic.
regarding it.
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8.2 Prime Minister’s Office

The Prime Minister's Office operates as an
accounting agency.

A qualified opinion on regularity that was
included in the financial audit report con-
cerned the arranging of performance ac-
counting.

The Prime Minister's Office did not set ob-
jectives regarding economy and productivi-
ty, nor could the information presented in the
final accounts be considered true and fair in
this respect.

No performance audits were conducted
concerning the Prime Minister's Office.

In spring 2009 the National Audit Office
followed up an audit regarding the state's as-
sociated companies and the state as a minor-
ity shareholder (128/2006). Attention was fo-
cused on the state's minority holdings, owner-
ship steering arrangements and key changes
in the state's ownership policy and legislation
regarding state-owned companies, as well as
the implementation of the recommendations
that were made in the audit.

Currently the state's ownership activities
are based on the State Shareholdings and
Ownership Steering Act (1368/2007). The
main difference compared with the earlier
Act on State-owned Companies (740/1991)
concerns provisions on decision-making au-
thority and norms applying to ownership
arrangements, nor did the new act signify
changes in the state's ownership steering
or operating principles in this regard. In ap-
proving the State Shareholdings and Own-
ership Steering Act, no decisions were made
concerning the sale or reduction of state
holdings. Under the new act ownership lim-
its in some companies changed, however,

since parliamentary authorisation is required

in only two cases and ownership limits were
adapted to these.

The Government resolution on the state’s
ownership policy serves as a guideline and
sets out key principles and operating prac-
tices regarding state ownership. The most re-
cent Government resolution, issued on 7 June
2007, differs only slightly from the previous
resolution, which was issued on 19 February
2004. It places clearer emphasis on market-
based operations and the avoidance of spe-
cial liabilities on the part of the state. The
introduction points out that decision-making
on ownership policy is up to the relevant au-
thorities while decision-making on business
issues is up to companies' own organs.

The state's ownership steering was cen-
tralised on 1 May 2007, when the ownership
control of state-owned companies operating
on market terms was shifted to the Owner-
ship Steering Department at the Prime Min-
ister's Office. The department's basic func-
tions are ownership strategy work togeth-
er with supporting analysis and monitoring.
The ownership steering of state-owned com-
panies that have been assigned special tasks
was left up to the appropriate ministries.

At the end of 2008 state holdings in non-
strategic listed companies were transferred
to Solidium Oy as a capital contribution.
Parliament approved the matter in connec-
tion with the third supplementary budget for
2008. Solidium is a fully state-owned holding
company whose object is to acquire shares in
companies that are considered to have value
for society and to maintain or gradually re-
duce shares in existing holdings. Solidium is
an new ownership policy tool that allows a

more active approach to portfolio manage-
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ment and greater flexibility in selling and
acquiring holdings. The state subsequently
transferred its entire holding in Elisa Oy (a
telephone operator) to Solidium as a capi-
tal contribution in June 2009 and now has
minority holdings in nine listed companies
through Solidium. These are the state's most
important minority holdings, with a value of
roughly 7.1 billion euros in mid-August.
Meeting in full session on 5 February 2009,
the Government decided that Solidium Oy
should be split into two limited companies,
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with Solidium Oy handling securities trading
and Governia Oy real-estate business. The
latter company was established on 30 April
20009.

The recommendations that were made in
the audit, which concerned the definition of
a state-owned company, the transfer of listed
shares to centralised ownership steering, the
centralisation of unlisted telephone shares
and participations, and the maintaining and
updating of the list of the state's associated

companies have been implemented.



8.3 Administrative sector of the Ministry for

Foreign Affairs

The administrative sector of the Ministry for
Foreign Affairs operates as an accounting
agency.

A qualified opinion on regularity that was
included in the financial audit report con-
cerned the recording of certain revenues, the
allocation of expenses to the fiscal year, the
carrying over of an appropriation and certain
practices regarding payment traffic and ac-
counting.

The Ministry for Foreign Affairs did not
set objectives regarding economy and pro-
ductivity. The ministry's final accounts de-
scribed economy and productivity in terms
of the breakdown of person-years and costs

by task. The information that was presented
regarding operational efficiency was consid-
ered true and fair for the most part.

Shortcomings were observed in internal
control in the administrative sector of the
Ministry for Foreign Affairs, and the ministry
should take measures to correct them. Short-
comings mainly concerned the allocation of
expenses to the fiscal year and certain prac-
tices regarding payment traffic and account-
ing, as mentioned above.

A performance audit was conducted con-
cerning the procurement of expert and re-
search services at the Ministry for Foreign
Affairs.
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8.4 Administrative sector of the Ministry of Justice

Accounting agencies in the administrative
sector of the Ministry of Justice are the min-
istry and the Criminal Sanctions Agency.

Objectives regarding productivity were set
for the ministry and the Criminal Sanctions
Agency, but objectives regarding economy
were considered adequate only for the min-
istry. In financial audits, the information that
was presented in final accounts by both re-
garding operational economy and productiv-
ity was considered true and fair.

The following performance audits were
conducted in the administrative sector of the
Ministry of Justice:

— The supervision of party subsidies
— The steering system in the administrative
sector of the Ministry of Justice

The audit of the steering system in the ad-
ministrative sector of the Ministry of Justice
is described in the National Audit Office's
separate report to Parliament on the audit
of the final central government accounts for
2008 and the Report on the Final Central
Government Accounts (R 12/2009 vp).

The audit of the supervision of party subsi-
dies sought to determine whether party sub-
sidies have been granted and used in a regu-
lar manner and whether the Ministry of Jus-
tice has supervised the use of party subsidies
as required by legislation.
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The audit found that party subsidies were
granted in a regular manner in 2007 and that
parties receiving subsidies complied with
conditions regarding their use. Parties and
associated women's organisations and local
chapters submitted approved final accounts
and other documents required by the Minis-
try of Justice. In the opinion of the National
Audit Office, the Ministry of Justice has is-
sued guidelines for and supervised the use
of party subsidies as required by legislation.

On the basis of the audit, the National Au-
dit Office does not see any reason to maintain
a separate state aid system for party subsi-
dies. Procedures according to the Act on Dis-
cretionary Government Transfers should be
applied to party subsidies and related prac-
tices. The transparency of parties’ use of
funds is promoted by the publicity of the use
of funds. Consideration should be given to
the publication of parties’ final accounts by
the Ministry of Justice. The National Audit
Office also considers that, as part of supervis-
ing parties’ use of funds, the Ministry of Jus-
tice should audit bookkeeping down to the
receipt level. The Ministry of Justice could
take advantage of the possibility provided in
the Act on Political Parties to appoint an out-
side auditor approved by the Central Cham-
ber of Commerce for this task.



8.5 The administrative sector of the Ministry

of the Interior

At the beginning of 2008 the State Provincial
Offices and the Population Register Centre
were transferred to the administrative sector
of the Ministry of the Interior. The Ministry
of the Interior as an accounting agency in-
cludes all the agencies in its administrative
sector. The ministry and the Border Guard
have the greatest significance in money
terms. The National Audit Office also issued
financial audit reports on all 12 agencies for
which the ministry had set performance ob-
jectives and which were therefore required
to prepare a review of operations according
to section 65 a of the State Budget Decree.

The financial audit of one of the agencies
in the administrative sector of the Ministry
of the Interior, namely the ICT Service Cen-
tre, contained a qualified opinion on regular-
ity concerning the arranging of performance
accounting.

Information on economy was considered
true and fair in nine agencies and informa-
tion on productivity in ten agencies. Infor-
mation on paid activities was considered true
and fair for all the agencies in the adminis-
trative sector that were engaged in paid ac-
tivities.

The objectives regarding economy and
productivity that were set by the Ministry of
the Interior were considered adequate for the
most part. The economy objectives approved
by the ministry were considered adequate in

the ministry and eight agencies and objec-
tives regarding productivity in eight agen-
cies.

Evaluating the current state of perform-
ance management in the administrative sec-
tor of the Ministry of the Interior on the ba-
sis of the setting of performance objectives
regarding economy and the presentation of
true and fair information in final accounts in
this respect, six agencies received adequate
supervision and supplied true and fair infor-
mation on economy. The objectives that the
ministry set for its own activities were also
considered adequate and the information
that the ministry presented in this respect
was considered true and fair.

In the administrative sector of the Ministry
of the Interior, nine agencies were found to
have shortcomings in internal control that re-
quire corrective measures. These concerned
the arranging of performance accounting.

The following performance audits were
conducted in the administrative sector of the
Ministry of the Interior:

— The relocation of the Police IT Manage-
ment Agency

— The Shared Service Centre of the Minis-
try of the Interior

— Changes in financial administration in
ministries, agencies and units

These audits are discussed in Chapter 3.
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8.6 The administrative sector of the Ministry

of Defence

Accounting agencies in the administrative
sector of the Ministry of Defence are the
ministry, the Defence Forces, the Construc-
tion Establishment of the Defence Adminis-
tration and the Shared Service Centre of the
Defence Administration.

A qualified opinion on regularity that was
included in the financial audit report for the
Ministry of Defence concerned failure to
comply with the budget in applying funds
and the arranging of performance account-
ing. The ministry was also required to sup-
ply information on measures to correct short-
comings in the arranging of performance ac-
counting.

A qualified opinion on regularity that was
included in the financial audit report for the
Defence Forces concerned failure to com-
ply with the budget in applying funds, the
monitoring of authorisations, the arranging
of performance accounting, and the monitor-
ing of the profitability of paid activities and
the presentation of annual results for paid
activities. The Defence Forces were also re-
quired to supply information on measures to
correct shortcomings in the arranging of per-
formance accounting.

Financial audits found that adequate ob-
jectives regarding economy had been set
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for the ministry, the Construction Establish-
ment of the Defence Administration and the
Shared Service Centre of the Defence Ad-
ministration. Productivity objectives were
considered adequate for the Defence Forc-
es and the Shared Service Centre of the De-
fence Administration.

Evaluating the current state of perform-
ance management in the administrative sec-
tor of the Ministry of Defence with regard to
the setting of performance objectives and the
supplying of true and fair information in fi-
nal accounts in this respect, the Construc-
tion Establishment of the Defence Adminis-
tration and the Shared Service Centre of the
Defence Administration received adequate
supervision and supplied true and fair infor-
mation on economy.

One financial audit in the administra-
tive sector of the Ministry of Defence found
shortcomings in internal control concerning
the monitoring of authorisations and two fi-
nancial audits found shortcomings in inter-
nal control concerning the arranging of per-
formance accounting that require corrective
measures.

No performance audits were conducted in
the administrative sector of the Ministry of

Defence.



8.7 Administrative sector of the Ministry of Finance

The administrative sector of the Ministry of
Finance includes eight accounting agencies
as well as the ministry. Among these the Na-
tional Board of Taxes and Customs are key
collectors of central government revenues.
Other agencies in the administrative sector
are the State Treasury, Statistics Finland, the
Government Institute for Economic Research
and the State Provincial Office of Southern
Finland. The National Audit Office also is-
sued financial audit reports on four State
Provincial Offices for which the ministry had
set performance objectives and which were
therefore required to prepare a review of
operations according to section 65 a of the
State Budget Decree.

A qualified opinion on regularity that was
included in the financial audit report for the
Ministry of Finance concerned the monitor-
ing of the profitability of paid activities and
the presentation of annual results for paid ac-
tivities as well as the arranging of perform-
ance accounting. The ministry was also re-
quired to supply information on measures to
correct shortcomings in this respect.

A qualified opinion on regularity that was
included in the financial audit report for Cus-
toms concerned the monitoring of the profit-
ability of paid activities and the presentation
of annual results for paid activities as well
as the arranging of performance accounting
and balance sheet specifications verifying
the final accounts. The financial audit report
required Customs to supply information on
inconsistencies between the general ledger
and balance sheet specifications, the prepa-
ration of balance sheet specifications and the

arranging of performance accounting.

A qualified opinion on regularity that was
included in the financial audit report for the
State Treasury concerned the exceeding of
two transferable appropriations and the car-
rying over of a net-budgeted appropriation to
the following year.

On the basis of financial audits, the Nation-
al Audit Office concluded that the Ministry
of Finance has approved adequate objectives
regarding economy for the National Board of
Taxes, Customs and Statistics Finland. Ob-
jectives regarding productivity were con-
sidered adequate for Customs, the National
Board of Taxes, the Government Institute for
Economic Research and Statistics Finland.

Information on economy was considered
true and fair for the State Treasury, the Na-
tional Board of Taxes, the State Provincial
Office of Southern Finland and Statistics Fin-
land. Information on productivity was consid-
ered true and fair for all the accounting agen-
cies in the administrative sector with the ex-
ception of the Population Register Centre, the
Government Institute for Economic Research
and the State Provincial Office of Aland. The
Ministry of Finance again failed to supply
true and fair information on economy or pro-
ductivity with regard to its own activities.

Evaluating the current state of perform-
ance management on the basis of the setting
of performance objectives regarding econo-
my and the presentation of true and fair in-
formation in final accounts in this respect,
only two agencies in the administrative sec-
tor of the Ministry of Finance received ade-
quate supervision and supplied true and fair
information on economy, namely Statistics
Finland and the National Board of Taxes.
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In the administrative sector of the Ministry
of Finance, two financial audits found short-
comings in financial rules. In addition to the
ministry, seven agencies were found to have
shortcomings in internal control that require
corrective measures. These mainly con-
cerned the managing and arranging of per-
formance accounting. Financial audits ob-
served shortcomings that require corrective
measures in the internal control of account-
ing in two agencies and in the monitoring of
authorisations in three agencies.

The following performance audits were
conducted in the administrative sector of the
Ministry of Finance:

— Central government debt management

— The steering and administration of off-
budget funds

— Vehicle taxation

The audits of central government debt
management and the steering and adminis-
tration of off-budget funds are discussed in
Chapter 3.

The audit of vehicle taxation looked at op-
erational and financial problems in the levy-
ing of vehicle tax, particularly on used ve-
hicles. The Ministry of Finance is responsi-
ble for preparing vehicle taxation, while the
practical implementation of vehicle taxation
is the responsibility of Customs. Vehicle tax
revenues total about 1.2 billion euros a year,
with new vehicles accounting for nearly 90
per cent of the figure in 2007.

76

The audit found that levying tax on used
vehicles is very expensive: costs are in fact
thirty times higher in relation to tax reve-
nues compared with taxes on new vehicles.
The taxation of used vehicles has also raised
a number of difficult EU legal questions. On
the basis of EU legal practice, it has been
necessary to amend legislation, even retroac-
tively. Adjusting vehicle taxation to EU leg-
islation has largely been left up to individu-
al citizens' activeness, since the Ministry of
Finance has only taken measures when re-
quired to do so by judgments of the Court of
Justice. The situation has led to an unusually
large number of appeals and caused unnec-
essary costs. This phenomenon together with
long processing times may have eroded citi-
zens' trust in the fairness of the tax system.

On the basis of the audit, the National Au-
dit Office considers that vehicle taxation par-
ticularly with regard to used vehicles has not
been conducted in a cost-effective manner
and in line with the principles of good gov-
ernance. According to preliminary evalua-
tions, the new vehicle tax system based on
specific carbon dioxide emissions that was
introduced at the beginning of 2008 appears
to be working so as to meet environmental
objectives. It cannot solve the legal problems
mentioned above, however. Changes in the
appeal process regarding vehicle taxation
and in the transparency of tax assessment

are steps in the right direction.



8.8 The administrative sector of the Ministry

of Education

In addition to the ministry, the administra-
tive sector of the Ministry of Education in-
cludes 27 accounting agencies, 20 of which
are universities.

A qualified opinion on regularity was in-
cluded in the financial audit reports for the
ministry and 18 accounting agencies in the
administrative sector of the Ministry of Edu-
cation. Although the arranging of perform-
ance accounting has developed particularly
with regard to the allocation of working time,
Qualified opinions on regularity in the case
of universities most often concerned short-
comings in the arranging of performance ac-
counting and the presentation of information
on operational efficiency. Other reasons for
Qualified opinions on regularity were failure
to comply with the budget in applying funds
or the allocation of expenses to the fiscal year
as well as substantial shortcomings in the
handling of payment traffic and accounting.

Seven accounting agencies were required
to supply information on measures to correct
shortcomings concerning the internal control
of accounting, the development of perform-
ance accounting and the collection of receiv-
ables.

According to financial audits, the Ministry
of Education still has not set adequate ob-
jectives regarding economy and productivity
for the accounting agencies in its adminis-
trative sector. The ministry and 11 account-
ing agencies supplied true and fair informa-
tion on economy. Information on productivity
was considered true and fair in 11 accounting
agencies. Only six universities presented in-
formation on economy and productivity that

was considered true and fair in financial au-

dits. The information that was presented on
paid activities and annual results for paid ac-
tivities was considered true and fair in 19 ac-
counting agencies. A key shortcoming in the
arranging of performance accounting in uni-
versities remains the allocation of working
time and related cost accounting. Although
procedures have been improved, they still
did not produce true and fair information in
final accounts for 2008 in all respects.

Evaluating the current state of perform-
ance management in the administrative sec-
tor of the Ministry of Education on the ba-
sis of the setting of performance objectives
regarding economy and the presentation of
true and fair information in final accounts in
this respect, performance management has
not been implemented in the administrative
sector.

The ministry and 16 other accounting
agencies in the administrative sector of the
Ministry of Education were found to have
shortcomings in internal control that require
corrective measures. These mainly con-
cerned the managing and arranging of ac-
counting, payment traffic and performance
accounting. Financial audits found shortcom-
ings in the internal control of accounting that
require corrective measures in 10 agencies.

The following performance audits were
conducted in the administrative sector of the
Ministry of Education:

— The steering and funding system for ba-
sic education

— Developing relevance for working life at
universities of applied sciences

The audit of the steering and funding sys-
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tem for basic education is discussed in Chap-
ter 4.

The audit on developing relevance for
working life at universities of applied sci-
ences examined how universities of applied
sciences take the needs of working life and
business into consideration. The audit fo-
cused on two key education programmes,
building technology and nursing.

The audit found that concrete operation-
al plans to deepen cooperation with work-
ing life are needed to achieve the general
goals described in the strategies adopted by
the universities of applied sciences. The au-
dit also revealed that the content of syllabus-
es varies considerably not only between uni-
versities of applied sciences but also between
different units at the same university of ap-
plied sciences.

In the opinion of the National Audit Of-
fice, practical training should be linked
more closely to education in syllabuses and
the connection between teaching and prac-
tical training should be improved. Teachers
should also be encouraged to take time off
to participate in working life so as to avoid
an overly theoretical approach. In order to
develop connections with working life, uni-

versities of applied sciences should be given

78

greater responsibility for arranging practical
training.

In spring 2009 the National Audit Office
conducted a follow-up audit on preventing
young people'’s exclusion (146/2007). The au-
dit approached the broad subject of prevent-
ing exclusion through two types of measures,
pupil welfare services and young people's
workshops. On the basis of the follow-up, the
evaluation of the effectiveness of measures
aimed at preventing exclusion is still inad-
equate. Information regarding the economic
significance of preventing exclusion is frag-
mented and cannot be used to evaluate the
costs of measures. Preventing exclusion and
related measures have received considerable
attention since the audit was completed. Re-
cently an attempt has been made to coordi-
nate projects aimed at preventing exclusion,
but cross-sectoral cooperation involving pro-
fessionals in different fields still needs to be
improved. Fragmented and overlapping leg-
islation hinders the flow of information and
can delay intervention in the case of indi-
vidual children or young people. Resources
are still focused on costly remedial services
rather than preventing problems in the first
place.



8.9 The administrative sector of the Ministry
of Agriculture and Forestry

The administrative sector of the Ministry
of Agriculture and Forestry includes six ac-
counting agencies as well as the ministry. In
addition to these the National Audit Office
issued financial audit reports on the Agen-
cy for Rural Affairs and the Information Cen-
tre of the Ministry of Agriculture and Forest-
ry, for which the ministry had set perform-
ance objectives and which were therefore
required to prepare a review of operations
according to section 65 a of the State Budg-
et Decree.

The National Audit Office evaluated ob-
jectives approved by the ministry regarding
economy for six agencies and regarding pro-
ductivity for five agencies. The information
that was presented on economy was consid-
ered true and fair in financial audits for the
ministry as well as all the agencies in the ad-
ministrative sector. Information on productiv-
ity was likewise considered true and fair in all
the financial audits in the administrative sec-
tor with the exception of the Finnish Forest
Research Institute and the Information Cen-

tre of the Ministry of Agriculture and Forestry.

Evaluating the current state of perform-
ance management on the basis of the setting
of performance objectives regarding econo-
my and the presentation of true and fair in-
formation in final accounts in this respect,
the agencies in the administrative sector of
the Ministry of Agriculture and Forestry re-
ceived adequate supervision and supplied
true and fair information with the exception
of the National Food Administration and the
Agency for Rural Affairs. It should be point-
ed out that these agencies were established
in 2006 and 2007.

Financial audits found shortcomings in the
internal control of accounting that require
corrective measures in seven agencies in the
administrative sector of the Ministry of Agri-
culture and Forestry.

A performance audit was conducted con-
cerning discretionary government transfers
in the administrative sector of the Ministry
of Agriculture and Forestry. This audit is dis-
cussed in Chapters 4 and 6.1.
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8.10 The administrative sector of the Ministry of
Transport and Communications

The administrative sector of the Ministry
of Transport and Communications includes
nine accounting agencies as well as the min-
istry.

Remarks in financial audits led to a quali-
fied opinion on regularity for the Finnish Civ-
il Aviation Authority, the Finnish Maritime
Administration, the Finnish Rail Administra-
tion, the Finnish Rail Agency and the Finn-
ish Road Administration. Qualified opinions
on regularity concerned the allocation of ex-
penses to the fiscal year and the monitoring
of authorisations.

The Ministry of Employment and the Econ-
omy was required to supply information on
measures to correct shortcomings. This con-
cerned the administration and monitoring of
authorisations and the arranging of perform-
ance accounting.

The ministry set objectives regarding econ-
omy for four agencies and regarding produc-
tivity for 20 agencies. Objectives regarding
economy and productivity were not set for
the Employment and Economic Development
Centres, and among accounting agencies ob-
jectives regarding economy and productivity
were set only for the National Board of Pat-
ents and Registration, the Geological Survey
of Finland and the Finnish Funding Agency
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for Technology and Innovation. Information
on economy was considered true and fair in
24 agencies and information on productivity
in 23 agencies.

Evaluating the current state of perform-
ance management in the administrative sec-
tor of the Ministry of Employment and the
Economy on the basis of the setting of per-
formance objectives regarding economy and
the presentation of true and fair information
in final accounts in this respect, four agencies
received adequate supervision and supplied
true and fair information on economy.

Shortcomings in the internal control of ac-
counting that require corrective measures
were found in 17 financial audits in the ad-
ministrative sector of the Ministry of Em-
ployment and the Economy. This mainly
concerned joint audits of internal control in
the Employment and Economic Develop-
ment Centres, on the basis of which atten-
tion was drawn to the proper arranging of
internal control.

One performance audit was conducted in
the administrative sector of the Ministry of
Employment and the Economy: Lights on in
the Nordic countries - Nordic cooperation in
electricity emergency preparedness. This au-
dit is discussed in Chapter 4.



8.11 The administrative sector of the Ministry
of Social Affairs and Health

The administrative sector of the Ministry of
Social Affairs and Health includes six ac-
counting agencies as well as the ministry.

Remarks in financial audits led to a quali-
fied opinion on regularity for the ministry and
the National Public Health Institute. Quali-
fied opinions on regularity concerned the
monitoring of the profitability of paid activi-
ties and failure to comply with the budget in
applying funds.

The National Audit Office considered that
the Ministry of Social Affairs and Health set
adequate objectives regarding economy for
five agencies. Productivity objectives were
not set for the agencies in the administrative
sector.

The ministry and all the agencies in the ad-
ministrative sector presented true and fair in-
formation on economy and productivity.

Evaluating the current state of perform-
ance management in the administrative
sector of the Ministry of Social Affairs and
Health on the basis of the setting of perform-
ance objectives regarding economy and the
presentation of true and fair information in
final accounts in this respect, five agencies
received adequate supervision and supplied
true and fair information on economy.

Shortcomings in the internal control of ac-

counting that require corrective measures
were found in three financial audits in the
administrative sector of the Ministry of Social
Affairs and Health. These concerned per-
formance accounting and the internal con-
trol of accounting.

The following performance audits were
conducted in the administrative sector of the
Ministry of Social Affairs and Health:

— Occupational health care and the pre-
vention of alcohol-related problems

— The transparency of the formula-based
government grant system for social wel-
fare and health services

— Medical rehabilitation

— The effectiveness of legislation steering
mental health services

— The steering system in the administra-
tive sector of the Ministry of Social Af-
fairs and Health

These audits are discussed in Chapter 4
and the steering system in the administrative
sector of the Ministry of Social Affairs and
Health is discussed in the National Audit Of-
fice's separate report to Parliament on the au-
dit of the final central government accounts
for 2008 and the Report on the Final Central
Government Accounts (R 12/2009 vp).
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8.12 The administrative sector of the Ministry of the

Environment

The administrative sector of the Ministry of
the Environment includes three accounting
agencies: the ministry, the Finnish Environ-
ment Institute and the Housing Finance and
Development Centre of Finland.
Performance objectives regarding econo-
my were set for the ministry, the Finnish En-
vironment Institute and the Housing Finance
and Development Centre of Finland. Objec-
tives regarding economy were considered
adequate for the ministry. The information
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that was presented regarding economy and
productivity was considered true and fair for
the ministry and the other accounting agen-
cies in the administrative sector.

One performance audit was conducted in
the administrative sector of the Ministry of
the Environment, concerning the regional
environment centres as implementers of the
Objective 2 programme. This audit is dis-
cussed in Chapters 3 and 6.



9 The National Audit Office’s effectiveness
and operations in 2008

9.1 Basis of activities

Constitutional task and position

Section 90 of the Finnish Constitution calls
for an independent National Audit Office in
connection with Parliament to audit the fi-
nancial management of the state and com-
pliance with the budget.

According to section 1 of the Act on the
National Audit Office (676/2000), the Nation-
al Audit Office's task is to ensure the legal-
ity and effectiveness of the financial manage-
ment of the state and compliance with the
budget.

As Finland's Supreme Audit Institution the
National Audit Office sees that the Govern-
ment and subordinate administration comply
with legislation, regulations and the princi-
ples of good governance as well as decisions
and objectives approved by Parliament in a
socially effective and financially sound way.
The National Audit Office serves as the con-
science of the state economy.

Goal and objectives

The National Audit Office's ultimate goal is
to promote the effectiveness and quality of
the financial management of the state.

By performing external audits the National
Audit Office supports Parliament in the ex-
ercise of its legislative, budgetary, fiscal and

oversight power under the Constitution.

The National Audit Office works to pro-
duce objective, timely, useful and reliable
control and audit information on the finan-
cial management of the state, compliance
with the budget and the regularity of cen-
tral government finances and activities for
Parliament, the Government and subordi-
nate administration, which Parliament and
the Government can use in decision-making

and oversight.

Vision

The National Audit Office's vision is to be an
internationally and nationally respected ex-
pert in its field. The National Audit Office is
respected for its deep expertise concerning
the financial management of the state and
administration.
This requires
— qualitatively and quantitatively sufficient
competence and expertise for audit and
expert tasks,
— clear criteria for focusing audits based on
the National Audit Office's tasks,
— effective planning, implementation and
monitoring processes and

— clear and timely reporting.
The National Audit Office fulfils its vision

by conducting audits that produce value for
Parliament, the Government, government
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agencies and off-budget funds, openly in-
forming citizens of audit findings and provid-
ing a motivating and respected work commu-
nity for personnel.

Mandate and scope of audits

The National Audit Office's audit mandate
includes:
— the Government and ministries,
— the Office of the President of the Repub-
lic,
— government agencies,

Parliament’s
own finances

Funds for which

Audit Committee

National Audit Office

— state aids,

— off-budget funds,

— unincorporated state enterprises and
state-owned companies,

— credit institutions taking care of central
government payment traffic and

— the transfer of funds between Finland
and the European Union.

The National Audit Office's mandate cov-
ers about one-fourth of Finland's GDP. Figure
2 outlines the National Audit Office's man-
date and the audit of central government fi-

nances.
Parliament right to audit
and to get
information

right to get =
information E

FIGURE 2: Audit of central government finances
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INFORMATION ON THE SCOPE OF THE NATIONAL AUDIT OFFICE’S MANDATE:

CENTRAL GOVERNMENT

84 accounting agencies?
total budget expenses about 44.9 billion euros*

personnel about 118,000

STATE AIDS AND INCOME TRANSFERS

government transfers to local authorities, joint authorities, households, non-profit organisations and enterprises

other aids and transfers, total transfers about 26.7 billion euros

STATE-OWNED COMPANIES

30 state-owned companies
turnover about 32.5 billion euros

personnel about 90,000

OFF-BUDGET FUNDS

11 funds

total income 1.3 billion euros, total expenses 0.8 billion euros

UNINCORPORATED STATE ENTERPRISES

five unincorporated state enterprises
turnover about 1.4 billion euros

personnel about 4,600

SPECIAL FOCUSES

Monitoring of the transfer of funds between Finland and the European Union
Income from the European Union about 1.0 billion euros

Payments to the European Union about 1.6 billion euros

3 The figure does not include Parliament, the National Audit Office or the Finnish Institute of International Affairs.

4 According to the final central government accounts.
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9.2 The focusing and timing of audits

Point of departure in the focusing and
timing of audits

The National Audit Office fulfils its task by
conducting financial audits and performance
audits. Financial audit and performance au-
dit work closely together to ensure that the
financial management of the state is audited
according to good audit practice.
The proper focusing of audit activities is
one of the National Audit Office's critical suc-
cess factors. The focusing of audit activities
is based on a comprehensive planning and
management system, which
— identifies key changes in the operating
environment, risks regarding the finan-
cial management of the state and expec-
tations regarding the National Audit Of-
fice

— defines strategic criteria for focusing ac-
tivities, audit areas and audit perspec-
tives and

— schedules and focuses audits effectively.

The National Audit Office monitors the ef-
fects of this changes in the operating envi-
ronment on central government finances and
the financial management of the state. Moni-
toring the operating environment is the basis
of the National Audit Office's strategic man-

agement.

Principles regarding the focusing and
timing of audits

The focusing of audit activities and the allo-
cation of resources are based on the Nation-
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al Audit Office's strategy planning. The Na-

tional Audit Office's strategy for 2007-2012

— sets out general criteria for focusing au-
dit activities,

— permanent audit areas and

— the National Audit Office's strategic
theme areas.

General criteria for focusing audit activ-
ities are the economic significance of the
matter for central government finances, as-
sociated risk and the usefulness of findings
for decision-making regarding the financial
management of the state and ensuring the
regularity, quality and effectiveness of cen-
tral government finances and activities. Cri-
teria regarding the usefulness of audit find-
ings include their economic significance and
ability to promote the financial management
of the state and performance as well as the
effectiveness of findings from the viewpoint
of verification, prevention and oversight.

According to the Act on the National Audit
Office (676/2000), the conducting of audits is
based on an audit plan that is approved by
the Auditor General. The audit plan speci-
fies audit topics, assigns resources and revis-
es schedules for reporting on strategic audit
themes. The audit plan gives concrete form
to the National Audit Office's basic task and
goal of promoting the effectiveness and qual-
ity of the financial management of the state.
In 2008 the National Audit Office prepared
performance objectives for 2009 together
with an audit plan for 2009-2011, which for
the first time covers more than one year.



Methods used in focusing audits

The point of departure in allocating resourc-
es is that the National Audit Office conducts
annual audits of the final central govern-
ment accounts as well as the final accounts
of all accounting agencies and various other
agencies for which performance objectives
are set by ministries. The National Audit Of-
fice also audits certain off-budget funds ac-
cording to provisions in separate legislation.
The resources that are allocated to a particu-
lar audit depend on risk analysis.

The selection of the performance audit
topics that are included in the audit plan is

based on an analysis of the operating envi-
ronment and the result of risk analyses in
each administrative sector. Taking the scope
of topics into account, the audit plan is de-
signed so that audits are conducted in each
administrative sector according to their eco-
nomic significance and associated risk. Indi-
vidual audits are likewise focused on differ-
ent parts of the effectiveness chain on the ba-
sis of risk analysis.

Last year the National Audit Office updat-
ed its strategy following an analysis of the
operating environment and revised the con-
tent of audit themes in reporting to Parlia-
ment as well as timetables for audits.
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9.3 Fulfilling audit and expert tasks and results for

society and citizens

Fulfilling audit and expert tasks

The National Audit Office produces audit
findings to ensure the regularity and func-
tioning of the financial management of the
state and promote the effectiveness of cen-
tral government finances and activities.
As Finland's Supreme Audit Institution the
National Audit Office also takes care of ex-
pert and advisory tasks in its field, performs
financial audits of certain international or-
ganisations and serves as a contact point in
international cooperation.
In its audit and expert work the National
Audit Office
— promotes the social effectiveness and op-
erational performance of the financial
management of the state and related ac-
tivities,

— ensures compliance with the budget and
provisions and regulations regarding it,

— ensures that true and fair information is
presented on the development of central
government finances and the social ef-
fectiveness and operational performance
of government activities,

— supports the implementation of princi-
ples concerning good governance and fi-

nances.

In fulfilling its audit task the National Au-
dit Office supplies Parliament with informa-
tion that it needs in decision-making and
conducting oversight, provides the Govern-
ment audit findings that it can utilise in pre-
paring social policy and steering adminis-
tration, and furnishes government agencies

and funds with key information that they can
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use in developing their own activities. Audits
also serve citizens' right to receive timely in-
formation on the current state of central gov-
ernment finances.

The effectiveness of audit and expert ac-
tivities is reflected by the National Audit Of-
fice's expenses in relation to the amount of
funds that are covered by audits. In 2008 fi-
nancial audits conducted by the National
Audit Office covered one-fourth of Finland's
GDP.

Results of audit and expert activities
for society and citizens

The results of audit and expert activities for

society and citizens refer to the social good

and positive impacts that are achieved by

activities from citizens' viewpoint. The social

effectiveness of the external audit of central

government finances consists of

1 the preventive and oversight impact of
audits

2 the benefits of verifying information on
economy and performance and ensuring
the functioning of internal control and
steering and

3 corrective and development measures

resulting from audits.

Results of audit and expert activities
for society

The most important result of the external au-
dit of central government finances for soci-

ety is audits' preventive and oversight im-



Cautions

Recommendations for
development measures

Verification

Information on economy
Information on performance
Internal control and steering system

Preventive and oversight impact

Awareness of monitoring
Expertise and changes made during an audit

Figure 3: Tasks and impacts of the external audit of central government finances

pact. The fact that an audit is conducted and
awareness that everyone responsible for fi-
nancial management is covered by an in-
dependent audit strengthen authorities' ac-
countability and attention to performance.

The National Audit Office's aim is to en-
sure that central government finances are
managed properly and as effectively as pos-
sible. This also means drawing attention to
critical findings and calling for errors and
shortcomings to be corrected during an au-
dit. Conducting an audit thus requires famili-
arity with the day-to-day business of govern-
ment and providing support for proper and
effective activities with the help of expertise
in auditing.

As an external auditor the National Audit
Office verifies that the information in final
accounts as well as performance reporting
is true and fair. In addition to final accounts,
this task also extends to the information base
used in decision-making concerning central

government finances and the functioning of
steering systems as well as the functioning
of the internal control of financial manage-
ment by the Government and subordinate
agencies.

By verifying information the National Au-
dit Office strengthens confidence, transpar-
ency and compliance with the principles of
good governance and in this way supports
administration's operating conditions. Pro-
ducing information concerning the evalua-
tion of decision-making and activities, as part
of verification work, in turn creates precondi-
tions for social discussion and decision-mak-
ing, which are essential for democracy.

Externally the most visible results of au-
dit activities for society are remarks that are
made in audits concerning improprieties or
inadequate procedures from the viewpoint of
performance as well as recommendations for
development measures.
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Results of audit and expert activities
for citizens

Audit and expert activities support open
government and a democratic social system
while ensuring authorities' accountability.

The National Audit Office produces infor-
mation concerning the legality and effec-
tiveness of central government activities and
openly publishes information. In this way the
National Audit Office helps ensure citizens'
access to information, which is a constitution-
al right.

Through its activities the National Audit
Office supports the good management of tax
revenues and central government assets so
as to ensure that citizens get good value for
the money they pay in taxes. The National
Audit Office helps build citizens' confidence
that central government finances are man-
aged well and responsibly and that measures
are taken to correct shortcomings. In ensur-
ing that information on central government
finances and the effectiveness of financial
management is true and fair, the National
Audit Office provides citizens preconditions
to participate in social discussion and evalu-
ate social policy-making and administration
critically.

The National Audit Office serves citizens
by publishing audit findings openly and pro-
viding information on its activities, answer-
ing citizens' enquiries and handling citizens'
complaints in its area of expertise. The Na-
tional Audit Office's customer magazine pro-
motes awareness of audit findings and the

National Audit Office's activities.
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Effectiveness of the National Audit
Office’s audit and expert activities

The effectiveness of financial audits is eval-
uated annually on the basis of the need to
repeat reporting requirements in audit re-
ports. In connection with audits for 2007 that
were completed in 2008, attention was fo-
cused on compliance with reporting require-
ments set the year before. Audit reports for
2006 placed reporting requirements on 36
accounting agencies. In 22 cases reporting
requirements did not need to be repeated in
audit reports for 2007.

The effectiveness of performance audits
has been evaluated on the basis of what ac-
tion has been taken as a result of audit opin-
ions and recommendations. In 2008 the Na-
tional Audit Office completed 15 follow-up
reports, which concerned 16 audits. Reports
evaluated the implementation of 57 recom-
mendations that were made by the National
Audit Office. On the basis of follow-up re-
ports, 26% of recommendations had been
implemented in full or almost in full, 41%
to some extent and 33% poorly or not at all.
The share of recommendations that had been
implemented fell slightly compared with the
year before.

Recommendations may not have been im-
plemented because broader organisational
changes or legislative reforms are under way
or a follow-up has been conducted before an
agency has had time to implement recom-
mendations. On the other hand, the imple-
mentation of recommendations or the taking
of measures is not always due entirely to the

attention drawn to matters in audit reports.



9.4 The National Audit Office’s EU activities

The Act on the Right of the National Audit
Office to Audit Certain Credit Transfers be-
tween Finland and the European Communi-
ties (353/95) contains provisions on the audit
of EU funds. The National Audit Office au-
dits transfers of funds between Finland and
the European Union in the same scope and
according to the same principles, procedures
and criteria that apply to national funds.
The National Audit Office serves as the
national cooperation body of the European
Court of Auditors under Article 248 of the

Amsterdam Treaty.

Results of EU activities for society
and citizens

In the EU operating environment the Na-
tional Audit Office sees that Finland's na-
tional objectives are represented in coopera-
tion in the audit field.

In 2008 the National Audit Office drew at-
tention to the need to step up cooperation in
developing the audit of fiscal policy. On the
National Audit Office's initiative the Contact
Committee pledged to expand cooperation in
this area.

As practical steps in cooperation, the Con-
tact Committee of the Supreme Audit Institu-
tions of the European Union approved work-
shops on the audit of the Lisbon Strategy and
the audit of the fiscal policy information base
following a joint initiative by the National
Audit Office and its counterpart in Sweden.
In accordance with the Contact Committee’s
decision, the National Audit Office hosted
workshops on these subjects in Helsinki in
September 2009.

With regard to the audit of EU funds, the
National Audit Office serves as the EU's na-
tional cooperation body and works with oth-
er SAIs to develop audit standards and good
practices so as to ensure the proper use of
EU funds.

Activities of the Contact Committee

EU-based cooperation takes place in the
Contact Committee of the Supreme Audit
Institutions of the European Union and the
European Court of Auditors. Activities are
organised in meetings of the Heads of the
SAls and liaison officers as well as working
groups appointed by meetings of the Heads
of the SAIs.

The National Audit Office has participat-
ed in Contact Committee working groups on
the development of meetings of the Heads of
the SAIs and liaison officers, value added tax,
public procurements, structural funds and
national SAI reports on EU financial man-

agement.

Audits of EU funds

The National Audit Office's opinions con-
cerning transfers of funds between Finland
and the European Union are presented in
audit reports to accounting agencies that
have been audited or are responsible for cor-
recting shortcomings.

In addition to its own audit activities, the
National Audit Office also participates in
joint audits of EU funds together with other
SAIls. In 2008 the National Audit Office par-
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ticipated in a joint audit that was arranged takes part as an observer in audit visits of the
by the Working Group on Structural Funds. Court of Auditors in Finland. Three such au-

As a national cooperation body under the dit visits were conducted in 2008.
Amsterdam Treaty, the National Audit Office
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9.5 The National Audit Office’s international activities

The National Audit Office participates in in-
ternational standardisation work in its field
within the framework of the International
Organisation of Supreme Audit Institutions
(INTOSAI). The supreme audit of public fi-
nances is based on the ISSAI standards en-
dorsed by INTOSAI, which in turn are based
on the IFAC's ISA standards, supplemented
with regard legality and performance. The
ISSAI standards incorporate internationally
approved principles regarding good practice
in the audit of public finances, while INTO-
SAI GOV provides guidelines concerning in-

ternal control in the public sector.

Results of international activities for
society and citizens

International cooperation in the audit field
has shown that the National Audit Office
is an internationally respected expert. The
National Audit Office's activities, practic-
es and methods always follow best practic-
es. The National Audit Office's close cooper-
ation links have in turn provided the impe-
tus and preconditions for developing activi-
ties. A concrete example of this is the effect
of international standards on the develop-
ment of audit work. The National Audit Of-
fice's quality work is based on ISSAI stand-
ards, for instance.

In the international operating environ-
ment the National Audit Office seeks coop-
eration that best serves the development of
audit activities and strengthens its exper-
tise and ability to carry out its national au-
dit task. In 2008, for example, the National
Audit Office participated in a joint audit of

electricity emergency preparedness that was
arranged by the Nordic SAIs. Differences in
preparedness and risk management practic-
es between the Nordic countries that came
to light in the audit have provided a concrete
impulse to develop the electricity emergency
preparedness system in Finland.

In addition to developing its own audit ac-
tivities, another objective of international
cooperation is to assist other SAlIs' develop-
ment. The National Audit Office thus plays
its own role in supporting the international
audit community, international systems, good
governance and transparency globally. The
National Audit Office's international activi-
ties also help build Finland's image. An in-
ternationally respected SAI that is an expert
in its field and actively participates in coop-
eration strengthens the image of Finland as
a modern and open welfare society where,
thanks to a well-organised system of admin-
istration and efficient control, social prob-
lems such as abuses of funds and corruption

are rare.

Participation in the activities of
international organisations

The purpose of the International Organisa-
tion of Supreme Audit Institutions (INTO-
SAI) and the European Organisation of Su-
preme Audit Institutions (EUROSAI) is to
encourage the exchange of information
through permanent working groups, semi-
nars and meetings of experts. INTOSAI and
EUROSALI also work to develop audit meth-
ods and standards.

In 2008 the National Audit Office partic-
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ipated in the INTOSAI Working Group on
Key National Indicators, Working Group
on Environmental Auditing and Working
Group on Programme Evaluation as well as
the EUROSALI IT Working Group and its IT
Audit Self-assessment (ITASA) project and
Working Group on Environmental Auditing
(WGEA).

The National Audit Office is participating
in a parallel audit of the appropriateness of
the flexibility mechanisms under the Kyoto
Protocol arranged by the INTOSAI Working
Group on Environmental Auditing. Last year
an EUROSAI study group also published a
report on benchmarking the costs and per-
formance of tax administrations.

Cooperation with the Nordic and
Baltic countries and in the Baltic
Sea region

Nordic cooperation in the audit field is well
organised. Key forms of cooperation are
meetings of the Auditors General and con-
stant contacts among liaison officers. The
Nordic Auditors General met in Rovaniemi
in August 2008.

The National Audit Office has also par-
ticipated in working groups appointed by
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the Nordic Auditors General on the audit of
state-owned companies, abuses and human
resources as well as informal networks of
communications officers and auditors in the
field of health care.

The main form of cooperation with the Bal-
tic SAls is an annual meeting of represent-
atives of the SAls in the Baltic and Nordic
countries plus Poland. The SAIs in the Nor-
dic countries and Estonia have also worked
for many years to build interaction and the
exchange of information.

In multilateral cooperation among the SAIs
in the Baltic Sea region, a parallel audit of
national environmental monitoring and the
regulation and monitoring of fishing was
completed last year.

International financial audits

The National Audit Office served as an au-
ditor for the European Centre for Medium-
Range Weather Forecasts (ECMWF), the
Agency for International Trade Information
and Cooperation (AITIC), the Baltic Marine
Environment Protection Commission, the
Nordic Institute for Contemporary Art and
the Nordic Development Centre for Rehabil-
itation Technology.



9.6 Key results of the renewal and development of the

National Audit Office

Development of cooperation

The National Audit Office constantly works
to maintain and build relations with cooper-
ation partners in Finland.

To develop cooperation the National Audit
Office has actively exchanged views with ad-
ministration. It interacts constructively with
Parliament to ensure the effective use of au-
dit findings, among other things. In October
2008 the National Audit Office arranged its
second feedback session for senior civil serv-
ants. Participants commented on its signifi-
cance in building a dialogue.

The National Audit Office's expanded Ad-
visory Board began its term in March 2008.
The board includes representatives of key
cooperation partners and has proved to be
an important arena for discussing the audit of
public finances and administration and eval-

uating policies.

Developing operating capacity and
preconditions for effectiveness

In 2008 the National Audit Office developed
a model for steering system audits. It also
placed more emphasis on the perspective of
effectiveness in performance audit.

The National Audit Office revised its plan-
ning system last year. The new planning
system produced an operational and finan-
cial plan covering more than one year, an-
nual performance objectives and an audit
plan for 1+2 years. The objective in devel-
oping the audit plan is to take a longer-term

approach that provides the best possible in-

formation base for reporting to Parliament on
audit themes.

In risk analysis the emphasis has been on
producing and utilising information concern-
ing the most significant risks for the efficien-
cy, economy and effectiveness of adminis-
tration as well as risks at the level of central
government finances in allocating audit re-
sources.

The National Audit Office conducted an
image survey in autumn 2008. According to
responses, stakeholders' and citizens' think
that the National Audit Office has done a
good job in promoting sustainable central
government finances. They also think that
the National Audit Office's activities and ex-
pertise have developed positively in recent
years. Asked about development needs, re-
spondents said the National Audit Office
should participate more actively in social and
fiscal policy discussion.

In 2009 the National Audit Office was giv-
en the task of monitoring the financing of
election campaigns. In order to perform this
task the National Audit Office created an on-
line system for campaign finance reports and
opened a website on which to publish such
reports. The National Audit Office will re-
port separately to Parliament in 2010 on the
monitoring of campaign finance for elections
to the European Parliament as well as local
elections that had to be repeated in a few
municipalities.

With regard to developing expertise and
working conditions, the National Audit Of-
fice paid strong attention to training person-
nel and managing expertise last year

The National Audit Office's expertise man-
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agement system was developed by specify-
ing requirements and competences related to
the National Audit Office's basic task. One
point of departure in development was atten-
tion to expertise at the individual level.

As part of managing change in the age
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structure of personnel and expertise, the Na-
tional Audit Office included a section on re-
cruiting in its personnel plan. This outlines
recruiting needs to carry out the audit plan
according to the National Audit Office's strat-

egy.



9.7 Quality management and reporting

Quality management system

The starting point in quality work is audit
guidelines complying with international au-
dit standards, which cover all the National
Audit Office's audit processes in a compre-
hensive manner. The National Audit Office's
audit guidelines form a good basis for qual-
ity control in audits as well as quality audit.
The National Audit Office's financial audit
and performance audit guidelines contain
sections on quality control in audits. Quality
control is an integral part of the audit proc-
ess and involves interaction between audi-

tors and audit supervisors.

Results of quality management

One general quality requirement is that au-
dits are conducted according to the audit
guidelines that have been approved by the
National Audit Office. The achievement of
this objective has been evaluated in connec-
tion with units' internal work supervision,

in evaluating the quality of completed au-

dits and in meetings that have assessed au-
dit guidelines.

All the audits that were conducted by the
Financial Audit unit in 2008 concerning fiscal
year 2007 complied with the financial audit
guidelines approved by the National Audit
Office. With regard to quality management
financial audit focused special attention on
planning audits and managing the audit
process as well as the clarity and conclusive-
ness of audit opinions. A longer-term focus in
this area is the quality and timeliness of inter-
im reporting and annual summaries.

Performance audit reports comply with the
performance audit manual. On the basis of
quality evaluation after the fact, the need to
develop the performance audit process main-
ly concerns the preliminary audit stage. In
2008 Performance Audit adopted a system-
atic quality evaluation method in order to as-
sess and monitor the development of qual-
ity and focus development measures. Per-
formance Audit also adopted a process that
involves checking all audit reports to make

sure they are clearly written.
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9.8 Indicators

Costs and cost structure

The National Audit Office's costs in 2008
amounted to €12.72 million euros (2007
€11.97 million euros). Performance Audit ac-
counted for 48 per cent of this total and Fi-

nancial Audit 52 per cent. In the calculation

9 %

8 %

B Auditing

Il VManagement, development and support
I Administration and communications services

[ Annual leave and absences

FIGURE 4: The National Audit Office’s cost structure in 2008

Key operational indicators

The National Audit Office's operational in-
dicators describe the focusing of activities
on the National Audit Office's constitutional
task. Monitoring concerns effective working
time and produces information on the activi-
ties of the National Audit Office and its units.

External performances or audits and ex-
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the National Audit Office's corporate service
costs in 2008 (€1.17 million), real estate costs
(€1.12 million) and other joint costs (€1.46
million) have been allocated to audit units.

Total pay excluding side costs amounted to
€8.15 million (2007 €7.78 million, 2006 €7.59
million).

15 %

Expert tasks
1 Joint activities
Real estate costs

pert tasks accounted for 59.7 per cent of the
National Audit Office's effective working
time excluding paid absences last year (2007
60.4%, 2006 57.4%).

Measured in work days, external perform-
ances accounted for 74.7% of effective work-
ing time in Financial Audit (2007 74.0%, 2006
73.8%). In Performance Audit 71.5 per cent
of effective working time was spent on exter-



nal performances (2007 71.7%, 2006 66.5%).
These figures also include time spent on au-
dit supervision.

The average costs of the National Audit
Office's external performance production
amounted to €735 per day.

Personnel

At the end of 2008 the National Audit Of-
fice had 151 employees. This included 144
permanent employees and 7 temporary em-
ployees (4.6%). Person-years totalled 147 in

2008.

The average age of employees was 47.1
years at the end of 2008. Women comprised
42.4% of the National Audit Office's total
personnel, 40.9% of audit personnel and
50.0% of other personnel.

PERSONNEL IN FIGURES AT 31 DECEMBER

2005 2006 2007 2008
Average age, years 45,6 46,0 47,2 47,1
Women’s share, % 40,1 40,4 39,3 42,4
Personnel with a university degree, % 86,8 88,5 88,7 90,1

In 2008 eleven employees left the National five employees left to take other jobs (3.3%

Audit Office, including eight audit personnel of personnel). The year before eight employ-

and three other employees. During the year ees left to take other jobs.

PERSONNEL DEVELOPMENT

2005 2006 2007 2008
Training days 1924 2 248 1925 1987
Training days/person-year 13,1 15,5 13,2 13,5
Costs (euro) 567 111 717 183 617 917 690 994
Costs per person-year 3857 4 946 4232 4701

Training days averaged 13.5 days per per- er personnel. Personnel development costs
amounted to 5.4% of the National Audit Of-

fice's total costs.

son-year overall, 14.5 person-days per per-
son-year among audit personnel and 5.4

person-days per person-year among oth-
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QUALIFIED OPINION ON
REGULARITY

CONCERNING COMPLIANCE WITH
THE BUDGET AND PROVISIONS
REGARDING IT

APPENDIX 1

OBLIGATION TO INFORM THE
NATIONAL AUDIT OFFICE
REGARDING MEASURES

PRIME MINISTER'S OFFICE

PRIME MINISTER'S OFFICE

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for
the arranging of performance accounting as
prescribed in section 16 of the State Budg-
et Act.

PRIME MINISTER'S OFFICE

ADMINISTRATIVE SECTOR OF
THE MINISTRY FOR FOREIGN
AFFAIRS

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
transfer of income (total 338,590 euros) that
should have been booked in item 24.99.95
(Exchange rate fluctuations, estimated ap-
propriation) to item 12.24.99 (Income in the
administrative sector of the Ministry for For-
eign Affairs) as well as errors in the alloca-
tion of expenses to the fiscal year and the
handling of payment traffic in a real estate
project.

Contrary to section 5 a of the State Budg-
et Decree, expenses that should have been
allocated to 2009 were booked as expens-

ADMINISTRATIVE SECTOR OF
THE MINISTRY FOR FOREIGN
AFFAIRS

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 Of-
fice by 14 August 2009 what measures it has
taken as a result of procedures that are not in
compliance with the budget and key provi-
sions regarding it.
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QUALIFIED OPINION ON
REGULARITY

OBLIGATION TO INFORM THE
NATIONAL AUDIT OFFICE
REGARDING MEASURES

es for 2008 in item 24.01.02 (Foreign affairs
administration's operating expenses, 2-year
transferable appropriation, 2009's share to-
tal 284,124 euros), item 24.30.66 (Actual de-
velopment cooperation, 3-year transferable
appropriation, total 5.5 million euros) and
24.99.66 (Certain membership fees and fi-
nancial participations, estimated appropria-
tion, total 3.0 million euros). The procedure
also lengthened the use of the estimated ap-
propriation, contrary to section 7 of the State
Budget Act.

The opening of a bank account for a real es-
tate project carried out by the Ministry for
Foreign Affairs was not done with permis-
sion as referred to in section 33 of the State
Budget Decree nor did the procedures used
in approving payment meet the requirement
in section 39 of the State Budget Decree that
only properly approved expenditures may
be paid.

ADMINISTRATIVE SECTOR OF
THE MINISTRY OF THE INTERIOR

ICT SERVICE CENTRE

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for
the arranging of performance accounting as
prescribed in section 16 of the State Budg-
et Act.
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THE MINISTRY OF THE INTERIOR



QUALIFIED OPINION ON
REGULARITY

OBLIGATION TO INFORM THE
NATIONAL AUDIT OFFICE
REGARDING MEASURES

ADMINISTRATIVE SECTOR OF
THE MINISTRY OF DEFENCE

MINISTRY OF DEFENCE

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for the
payment of expenses related to the repair
and alteration of leased facilities (388,694.18
euros) contrary to the budget from item
27.01.01.92 (Ministry of Defence's operating
expenses) and the arranging of performance
accounting as prescribed in section 16 of the
State Budget Act.

DEFENCE FORCES

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for the
monitoring of the profitability of paid activi-
ties and the presentation of annual results as
prescribed in section 15:2 of the State Budg-
et Act and the arranging of performance ac-
counting as prescribed in section 16 of the
State Budget Act as well as the payment of
expenses related to the repair and alteration
of facilities leased by the Defence Forces
(141,830 euros) contrary to the budget from
item 27.10.01.92 (Ministry of Defence's op-
erating expenses, 2-year transferable appro-
priation). The monitoring of authorisations
was not arranged by the Defence Forces as
prescribed in section 54 a of the State Budg-
et Decree.

ADMINISTRATIVE SECTOR OF
THE MINISTRY OF DEFENCE

MINISTRY OF DEFENCE

Based on section 5:1 of the Act on the Na-
tional Audit Office, the Ministry for Foreign
Affairs must inform the National Audit Of-
fice by 28 August 2009 what measures it has
taken to arrange performance management
as prescribed in section 16 of the State Budg-
et Act.

DEFENCE FORCES

Based on section 5:1 of the Act on the Na-
tional Audit Office, the Defence Forces must
inform the National Audit Office by 14 Au-
gust 2009 what measures it has taken to ar-
range performance management as pre-
scribed in section 16 of the State Budget Act.
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ADMINISTRATIVE SECTOR OF
THE MINISTRY OF FINANCE

MINISTRY OF FINANCE

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for the
monitoring of the profitability of paid activi-
ties and the presentation of annual results as
prescribed in section 15:2 of the State Budg-
et Act and the arranging of performance ac-
counting as prescribed 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 regard-
ing it have been complied with except for the
monitoring of the profitability of paid activi-
ties and the presentation of annual results as
prescribed in section 15:2 of the State Budg-
et Act and the arranging of performance ac-
counting as prescribed in section 16 of the
State Budget Act as well as the preparation
of balance sheet specifications to verify the
financial statements as prescribed in section
64 of the State Budget Decree.

STATE TREASURY

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 car-
rying over of a net-budgeted appropriation
to the following year contrary to section 7:3
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ADMINISTRATIVE SECTOR OF
THE MINISTRY OF FINANCE

MINISTRY OF FINANCE

Based on section 5:1 of the Act on the Na-
tional Audit Office, the Ministry of Finance
must inform the National Audit Office by 28
August 2009 what measures it has taken to
arrange performance management as pre-
scribed in section 16 of the State Budget Act.

NATIONAL BOARD OF CUSTOMS

Based on section 5:1 of the Act on the Na-
tional Audit Office, the National Board of
Customs must inform the National Audit Of-
fice by 14 August 2009 what measures it has
taken to investigate discrepancies between
the main ledger and balance sheet specifi-
cations and prepare missing balance sheet
specifications and to arrange performance
management as prescribed in section 16 of
the State Budget Act.
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of the State Budget Act from item 12.28.20
(Income from Service Centre, 89,423.84 eu-
ros) and the exceeding of an appropriation
contrary to section 7:3 of the State Budget
Act from item 33.50.53 (State aid for the re-
habilitation of wives of war invalids, 2-year
transferable appropriation, exceeded by
23,260.65 euros) and from item 28.60.03 (Pay
expenses related to government personnel
arrangements, 2-year transferable appropri-
ation, exceeded by 32,236.08 euros).

GOVERNMENT INSTITUTE FOR
ECONOMIC RESEARCH

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for
the requirement in section 21 of the State
Budget Act concerning the presentation of
true and fair information on operational ef-
ficiency.

POPULATION REGISTER CENTRE

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for
the approval of the final accounts by the
deadline as prescribed in section 63 of the
State Budget Decree.
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ADMINISTRATIVE SECTOR OF
THE MINISTRY OF EDUCATION

MINISTRY OF EDUCATION

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for er-
rors in procedures concerning payment traf-
fic for a cultural cooperation project.

The opening of a bank account for a cultural
cooperation project carried out by the Minis-
try of Education was not done with permis-
sion as referred to in section 33 of the State
Budget Decree nor did the procedures used
in approving payment meet the requirement
in section 39 of the State Budget Decree that
only properly approved expenditures may
be paid..

HELSINKI SCHOOL OF ECONOMICS
AND BUSINESS ADMINISTRATION

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for
the arranging of the monitoring of the prof-
itability of paid activities and the presenta-
tion of annual results as prescribed in section
15:2 of the State Budget Act.

UNIVERSITY OF HELSINKI
On the basis of the audit, it is our opinion

that the budget and key provisions regard-
ing it have been complied with except for
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the arranging of performance accounting as
prescribed in section 16 of the State Budg-
et Act.

UNIVERSITY OF JOENSUU

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for the
monitoring of the profitability of paid activi-
ties and the presentation of annual results as
prescribed in section 15:2 of the State Budg-
et Act and the arranging of performance ac-
counting as prescribed in section 16 of the
State Budget Act.

UNIVERSITY OF KUOPIO

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 pre-
scribed in section 16 of the State Budget Act..

ACADEMY OF FINE ARTS

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 pre-
scribed in section 16 of the State Budget Act..

UNIVERSITY OF LAPLAND
On the basis of the audit, it is our opinion

that the budget and key provisions regard-
ing it have been complied with except for

UNIVERSITY OF LAPLAND
Based on section 5:1 of the Act on the Na-

tional Audit Office, the University of Lap-
land must inform the National Audit Office
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the payment of unjustified state aid amount-
ing to 50,606.28 euros contrary to the budg-
et as well as the monitoring of the profitabil-
ity of paid activities and the presentation of
annual results as prescribed in section 15:2
of the State Budget Act and the arranging
of performance accounting as prescribed in
section 16 of the State Budget Act.

NATIONAL BOARD OF ANTIQUITIES

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for a
procedure contrary to the budget and sec-
tion 5 a of the State Budget Decree involving
payment-based accounting in authorisation-
based item 29.80.50 (Certain grants, 3-year
transferable appropriation for fiscal years
2006-2008) and the use of the appropriation
in item 29.80.04 (National Board of Antiqui-
ties' operating expenses, 2-year transferable
appropriation) to pay carried-over expenses
contrary to the budget (24,000 euros).

NATIONAL BOARD OF EDUCATION

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for
the requirement in section 21 of the State
Budget Act concerning the presentation of
true and fair information on operational ef-
ficiency..
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by 14 August 2009 what measures it has tak-
en to arrange performance management as
prescribed in section 16 of the State Budg-
et Act.

Furthermore the University of Lapland must
inform the National Audit Office by 14 Au-
gust 2009 what measures it has taken to re-
cover unjustified state aid.

NATIONAL BOARD OF ANTIQUITIES

Based on section 5:1 of the Act on the Na-
tional Audit Office, the National Board of
Antiquities must inform the National Audit
Office by 14 August 2009 what measures it
has taken as a result of remarks concerning
the allocation of transferable expenses to the
fiscal year, the monitoring of authorisations
and the allocation of costs in jointly funded

activities.
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UNIVERSITY OF OULU

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for the
application of income in item 29.50.01 (Uni-
versities' operating expenses, 2-year trans-
ferable appropriation) that should have been
allocated to 2008 (about 2.6 million euros)
to 2009 contrary to the budget and section 5
a of the State Budget Decree as well as the
monitoring of the profitability of paid activi-
ties and the presentation of annual results as
prescribed in section 15:2 of the State Budg-
et Act and the arranging of performance ac-
counting as prescribed in section 16 of the
State Budget Act..

SIBELIUS ACADEMY

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for
the application of item 29.50.01 (Universi-
ties' operating expenses, 2-year transfera-
ble appropriation) contrary to the budget to
pay for carried-over expenses (40,000 euros)
as well as the arranging of the accounting
referred to in section 16 of the State Budg-
et Act.

GOVERNING BODY OF SUOMENLINNA

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for
the application of funds in item 29.80.03

SIBELIUS ACADEMY

Based on section 5:1 of the Act on the Na-
tional Audit Office, the Sibelius Academy
must inform the National Audit Office by 14
August 2009 what measures it has taken to
arrange performance management as pre-
scribed in section 16 of the State Budget Act.
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(Governing Body of Suomenlinna's operat-
ing expenses) contrary to the budget to pay
for repairs (548,753 euros).

SWEDISH SCHOOL OF ECONOMICS AND
BUSINESS ADMINISTRATION

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for the
monitoring of the profitability of paid activi-
ties and the presentation of annual results as
prescribed in section 15:2 of the State Budg-
et Act and the arranging of performance ac-
counting as prescribed in section 16 of the
State Budget Act.

UNIVERSITY OF ART AND DESIGN
HELSINKI

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for
the application of budget item 29.50.20 (Uni-
versities' joint expenses, 3-year transferable
appropriation) to pay for expenses (200,000
euros) that should have been booked in item
29.50.01 (Universities' operating expenses,
2-year transferable appropriation), the re-
cording of income from gifts associated with
VAT expenses (13,700 euros) that should
have been booked in item 29.01.29 (VAT ex-
penses in the administrative sector of the
Ministry of Education) in item 29.50.01 (Uni-
versities' operating expenses) and the ar-
ranging of performance accounting as pre-
scribed in section 16 of the State Budget Act.
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UNIVERSITY OF ART AND DESIGN
HELSINKI

Based on section 5:1 of the Act on the Na-
tional Audit Office, the University of Art and
Design Helsinki must inform the National
Audit Office by 14 August 2009 what meas-
ures it has taken to manage accounting ac-
cording to good practice.
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The University of Art and Design Helsinki's
accounting has not been managed in all re-
spects according to good practice as pre-
scribed in section 14 of the State Budget Act.

UNIVERSITY OF TAMPERE

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for
the arranging of performance accounting as
prescribed in section 16 of the State Budget
Act and the sale of movable property contra-
ry to the budget and section 24 of the State
Budget Act (92,144 euros).

THEATRE ACADEMY OF FINLAND

On the basis of the audit, it is our opin-
ion that the budget and key provisions re-
garding it have been complied with except
for the arranging of performance account-
ing as prescribed in section 16 of the State
Budget Act and the payment of price sup-
port for paid activities contrary to the budg-
et to support another university's paid activ-
ities (560,000 euros) from item 29.50.01 (Uni-
versities' operating expenses, 2-year trans-
ferable appropriation).

TURKU SCHOOL OF ECONOMICS AND
BUSINESS ADMINISTRATION

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for
the managing of accounting according to

UNIVERSITY OF TAMPERE

Based on section 5:1 of the Act on the Na-
tional Audit Office, the University of Tam-
pere must inform the National Audit Office
by 14 August 2009 what measures it has tak-
en to collect a receivable linked to the sale of

movable property according to the budget.

THEATRE ACADEMY OF FINLAND

Based on section 5:1 of the Act on the Na-
tional Audit Office, the Theatre Academy of
Finland must inform the National Audit Of-
fice by 14 August 2009 what measures it has
taken to arrange performance management
as prescribed in section 16 of the State Budg-
et Act.

TURKU SCHOOL OF ECONOMICS AND
BUSINESS ADMINISTRATION

Based on section 5:1 of the Act on the Na-
tional Audit Office, the Turku School of Eco-
nomics and Business Administration must
inform the National Audit Office by 14 Au-
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good practice as prescribed in section 14 of
the State Budget Act..

UNIVERSITY OF VAASA

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for
the arranging of performance accounting as
prescribed in section 16 of the State Budg-
et Act..

ABO AKADEMI UNIVERSITY

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for the
monitoring of the profitability of paid activi-
ties and the presentation of annual results as
prescribed in section 15:2 of the State Budg-
et Act and the arranging of performance ac-
counting as prescribed in section 16 of the
State Budget Act.

gust 2009 what measures it has taken to cor-
rect shortcomings in the internal control of

accounting.

ADMINISTRATIVE SECTOR OF
THE MINISTRY OF AGRICULTURE
AND FORESTRY
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ADMINISTRATIVE SECTOR OF
THE MINISTRY OF AGRICULTURE
AND FORESTRY

FINNISH GAME AND FISHERIES
RESEARCH INSTITUTE

The National Audit Office requires that,
based on section 5:1 of the Act on the Na-
tional Audit Office, the Finnish Game and
Fisheries Research Institute must inform the
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National Audit Office by 14 August 2009
what measures it has taken as a result of fi-
nancial losses due to shortcomings in inter-
nal control and to ensure that internal con-
trol as prescribed in section 24 b of the State
Budget Act (1988/423) is properly arranged..

ADMINISTRATIVE SECTOR OF
THE MINISTRY OF TRANSPORT
AND COMMUNICATIONS

FINNISH CIVIL AVIATION AUTHORITY

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for the
monitoring of the profitability of paid activi-
ties and the presentation of annual results as
prescribed in section 15:2 of the State Budg-
et Act and the arranging of performance ac-
counting as prescribed in section 16 of the
State Budget Act.

INSTITUTION OF MARINE RESEARCH

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 ap-
proval of the final accounts as prescribed in
section 63 of the State Budget Decree..

FINNISH RAIL ADMINISTRATION

On the basis of the audit, it is our opinion
that the budget and key provisions regard-

ADMINISTRATIVE SECTOR OF
THE MINISTRY OF TRANSPORT
AND COMMUNICATIONS

FINNISH CIVIL AVIATION AUTHORITY

Based on section 5:1 of the Act on the Na-
tional Audit Office, the Finnish Civil Avia-
tion Authority must inform the National Au-
dit Office by 14 August 2009 what measures
it has taken to arrange the monitoring of the
profitability of paid activities and the presen-
tation of annual results as prescribed in sec-
tion 15:2 of the State Budget Act and to ar-
range performance accounting as prescribed
in section 16 of the State Budget Act.

FINNISH RAIL ADMINISTRATION

Based on section 5:1 of the Act on the Na-
tional Audit Office, the Finnish Rail Admin-
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ing it have been complied with except for
the arranging of performance accounting as
prescribed in section 16 of the State Budg-
et Act..

FINNISH RAIL AGENCY

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for
the requirement in section 21 of the State
Budget Act concerning the presentation of
true and fair information on economy and

productivity in the final accounts.

FINNISH NATIONAL ROAD
ADMINISTRATION

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for
the requirement in section 21 of the State
Budget Act concerning the presentation of
true and fair information on economy and

productivity in the final accounts.

ADMINISTRATIVE SECTOR OF
THE MINISTRY OF EMPLOYMENT
AND THE ECONOMY

MINISTRY OF EMPLOYMENT AND THE
ECONOMY

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
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istration must inform the National Audit Of-
fice by 14 August 2009 what measures it has
taken to arrange performance management
as prescribed in section 16 of the State Budg-
et Act.

ADMINISTRATIVE SECTOR OF
THE MINISTRY OF EMPLOYMENT
AND THE ECONOMY

MINISTRY OF EMPLOYMENT AND THE
ECONOMY

Based on section 5:1 of the Act on the Na-
tional Audit Office, the Ministry of Employ-
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ing it have been complied with except for
the monitoring of authorisations and related
accounting as prescribed in section 10 of the
State Budget Act.

EMPLOYMENT AND ECONOMIC
DEVELOPMENT CENTRE FOR CENTRAL
FINLAND

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for
the handling of commitments to outside ac-
tors regarding projects co-financed from
the ESF and the ERDF during the program-
ming period 2007-2013 (over 4.9 million eu-
ros) contrary to the budget as the use of an
authorisation for fiscal year 2009 as well as
the application of item 32.80.51.5.02 (Pro-
curement of group and other services, esti-
mated appropriation) contrary to the budg-
et and section 5 a of the State Budget Decree
to pay expenses that should have been allo-
cated to 2009 (20,216.62 euros). The proce-
dure lengthened the use of the estimated ap-
propriation, contrary to section 7 of the State
Budget Act.

ment and the Economy must inform the Na-
tional Audit Office by 28 August 2009 what
measures it has taken to arrange the moni-
toring of authorisations and related account-
ing as prescribed in section 10 of the State
Budget Act, to correct shortcomings in the
system used in managing structural fund
projects and to arrange performance man-
agement as prescribed in section 16 of the
State Budget Act.
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EMPLOYMENT AND ECONOMIC
DEVELOPMENT CENTRE FOR
PIRKANMAA

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for
the allocation of expenses should have been
allocated to 2009 from item 26.40.64 (Re-
ceiving refugees and asylum seekers, 2-year
transferable appropriation) contrary to the
budget and section 5 a of the State Budget
Decree to 2008. The procedure lengthened
the use of the estimated appropriation, con-
trary to section 7 of the State Budget Act.

EMPLOYMENT AND ECONOMIC
DEVELOPMENT CENTRE FOR
NORTHERN OSTROBOTHNIA

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for
the requirement in section 21 of the State
Budget Act concerning the presentation of
true and fair information on operational ef-

ficiency.

EMPLOYMENT AND ECONOMIC
DEVELOPMENT CENTRE FOR UUSIMAA

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for
the handling of commitments to outside ac-
tors regarding projects co-financed from the
ESF during the programming period 2007-
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2013 (at least 8.0 million euros) contrary to
the budget as the use of an authorisation for
fiscal year 2009.

ADMINISTRATIVE SECTOR OF
THE MINISTRY OF SOCIAL
AFFAIRS AND HEALTH

MINISTRY OF SOCIAL AFFAIRS AND
HEALTH

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for the
application of funds in item 33.60.34 (Cen-
tral government compensation to health care
units for costs resulting from mental health
examinations and patient transfers) contra-
ry to the budget to pay for consumption ex-
penses (3,344,858.90 euros).

NATIONAL PUBLIC HEALTH INSTITUTE

On the basis of the audit, it is our opinion
that the budget and key provisions regard-
ing it have been complied with except for
the presentation of the profitability of gross-
budgeted paid activities and annual results
as prescribed in section 15:2 of the State
Budget Act.

ADMINISTRATIVE SECTOR OF
THE MINISTRY OF SOCIAL
AFFAIRS AND HEALTH
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APPENDIX 2
FINANCIAL AUDIT REPORTS BY ADMINISTRATIVE SECTOR

236/53/08 Final Central Government Accounts

OFFICE OF THE PRESIDENT OF THE REPUBLIC

117/53/08 Office of the President of the Republic

PRIME MINISTER'S OFFICE

118/53/08 Prime Minister's Office

ADMINISTRATIVE SECTOR OF THE MINISTRY FOR FOREIGN AFFAIRS
119/53/08 Ministry for Foreign Affairs

ADMINISTRATIVE SECTOR OF THE MINISTRY OF JUSTICE

120/53/08 Ministry of Justice
121/53/08 Criminal Sanctions Agency

ADMINISTRATIVE SECTOR OF THE MINISTRY OF THE INTERIOR

122/53/08 Ministry of the Interior
123/53/08 ICT Service Centre

124/53/08 Helsinki Police Department
125/53/08 Emergency Response Centre Administration
126/53/08 National Bureau of Investigation
127/53/08 Mobile Police

128/53/08 Directorate of Immigration
129/53/08 Emergency Services College
130/53/08 Police College

131/53/08 Police Technical Centre
132/53/08 Border Guard

133/53/08 Shared Service Centre
134/53/08 Security Police

237/53/08 Fire Protection Fund

ADMINISTRATIVE SECTOR OF THE MINISTRY OF DEFENCE

135/53/08 Ministry of Defence
136/53/08 Service Centre of the Defence Administration
137/53/08 Construction Establishment of the Defence Administration

138/53/08 Defence Forces
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ADMINISTRATIVE SECTOR OF THE MINISTRY OF FINANCE

139/53/08
140/53/08
141/53/08
142/53/08
143/53/08
144/53/08
145/53/08
146/53/08
147/53/08
148/53/08
149/53/08
150/53/08
151/53/08

Ministry of Finance

State Provincial Office of Aland

State Provincial Office of Southern Finland
State Provincial Office of Eastern Finland
State Provincial Office of Lapland

State Provincial Office of Western Finland
State Provincial Office of Oulu

Statistics Finland

National Board of Customs

State Treasury

Government Institute for Economic Research
National Board of Taxes

Population Register Centre

ADMINISTRATIVE SECTOR OF THE MINISTRY OF EDUCATION

152/53/08
153/53/08
154/53/08
155/53/08
156/53/08
157/53/08
158/53/08
159/53/08
160/53/08
161/53/08
162/53/08
163/53/08
164/53/08
165/53/08
166/53/08
167/53/08
168/53/08
169/53/08
170/53/08
171/53/08
172/53/08
173/53/08
174/53/08
175/53/08
176/53/08
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Ministry of Education

Helsinki School of Economics and Business Administration
University of Helsinki

University of Joensuu

University of Jyvaskyla

National Archives

University of Kuopio

Art Academy

University of Lapland

Lappeenranta University of Technology

National Board of Antiquities

National Board of Education

University of Oulu

Sibelius Academy

Academy of Finland

Governing Body of Suomenlinna

Swedish School of Economics and Business Administration
University of Art and Design Helsinki

Tampere University of Technology

University of Tampere

Theatre Academy

Helsinki University of Technology

Turku School of Economics and Business Administration
University of Turku

University of Vaasa



177/53/08 National Art Gallery
178/53/08 Service Centre for Universities
179/53/08 Abo Akademi University

ADMINISTRATIVE SECTOR OF THE MINISTRY OF AGRICULTURE AND FORESTRY

180/53/08 Ministry of Agriculture and Forestry

181/53/08 Finnish Food Safety Authority

182/53/08 Finnish Geodetic Institute

183/53/08 MTT Agrifood Research Finland

184/53/08 Ministry of Agriculture and Forestry Information Service
185/53/08 National Board of Survey

186/53/08 Agency for Rural Affairs

187/53/08 Finnish Forest Research Institution

188/53/08 Finnish Game and Fisheries Research Institution

ADMINISTRATIVE SECTOR OF THE MINISTRY OF TRANSPORT AND COMMUNICATIONS

189/53/08 Ministry of Transport and Communications
190/53/08 Vehicle Administration Centre

191/53/08 Finnish Civil Aviation Authority

192/53/08 Finnish Meteorological Institution

193/53/08 Finnish Maritime Administration

194/53/08 Institution of Marine Research

195/53/08 Finnish Rail Administration

196/53/08 Finnish Rail Agency

197/53/08 Finnish Road Administration

198/53/08 Finnish Communications Regulatory Authority

ADMINISTRATIVE SECTOR OF THE MINISTRY OF EMPLOYMENT AND THE ECONOMY

199/53/08 Ministry of Employment and the Economy
200/53/08 Energy Market Authority

201/53/08 Geological Survey of Finland

202/53/08 Finnish Competition Authority

203/53/08 Consumer Research Centre

204/53/08 Consumer Agency

205/53/08 Finnish Tourist Board

206/53/08 Centre for Metrology and Accreditation
207/53/08 National Board of Patents and Registration
208/53/08 Finnish Funding Agency for Technology and Innovation
209/53/08 Safety Technology Authority

210/53/08 VTT Technical Research Centre of Finland
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212/53/08 Employment and Economic Development Centre for South Ostrobothnia

211/53/08 Employment and Economic Development Centre for South Savo
213/53/08 Employment and Economic Development Centre for Hame

214/53/08 Employment and Economic Development Centre for Southeastern Finland
215/53/08 Employment and Economic Development Centre for Kainuu

216/53/08 Employment and Economic Development Centre for Central Finland
217/53/08 Employment and Economic Development Centre for Lapland

218/53/08 Employment and Economic Development Centre for Pirkanmaa

219/53/08 Employment and Economic Development Centre for Ostrobothnia
220/53/08 Employment and Economic Development Centre for North Karelia
221/53/08 Employment and Economic Development Centre for Northern Ostrobothnia
222/53/08 Employment and Economic Development Centre for North Savo
223/53/08 Employment and Economic Development Centre for Satakunta

224/53/08 Employment and Economic Development Centre for Uusimaa

225/53/08 Employment and Economic Development Centre for Varsinais-Suomi

ADMINISTRATIVE SECTOR OF THE MINISTRY OF SOCIAL AFFAIRS AND HEALTH

226/53/08 Ministry of Social Affairs and Health

227/53/08 National Public Health Institute

228/53/08 National Agency for Medicines

229/53/08 National Product Control Agency for Welfare and Health

230/53/08 National Research and Development Centre for Welfare and Health
231/53/08 Radiation and Nuclear Safety Authority

232/53/08 Insurance Supervision Authority

ADMINISTRATIVE SECTOR OF THE MINISTRY OF THE ENVIRONMENT

233/53/08 Ministry of the Environment

234/53/08 Housing Finance and Development Centre
235/53/08 Finnish Environmental Institute

238/53/08 Oil Pollution 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
PRIME MINISTER'S OFFICE

Follow-up reports:
The state's associated companies and the state as a minority

shareholder
ADMINISTRATIVE SECTOR OF THE MINISTRY FOR FOREIGN AFFAIRS

170/2008 Cross-cutting objectives of development cooperation

180/2009 The procurement of expert and research services at the Ministry
for Foreign Affairs
Follow-up reports:
Audit of local cooperation funds

ADMINISTRATIVE SECTOR OF THE MINISTRY OF JUSTICE

169/2008 The administrative courts

191/2009 The supervision of party subsidies

197/2009 The steering system in the administrative sector of the Ministry
of Justice

Follow-up reports:
Applying performance management and managing the district

courts

ADMINISTRATIVE SECTOR OF THE MINISTRY OF THE INTERIOR

178/2008 The relocation of the Police IT Management Agency

186/2009 Changes in financial administration in ministries, agencies
and units

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

Follow-up reports:
The regional councils' role — the use of the unrestricted portion of
regional development funds

ADMINISTRATIVE SECTOR OF THE MINISTRY OF FINANCE

163/2008 Abuses in state administration
164/2008 The National Emergency Supply Agency
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168/2008
179/2008
184/2009
185/2009

195/2009

The state's cash management

Central government debt management

The steering and administration of off-budget funds

The Vehicle Administration Centre's PALKO information

system project

Vehicle taxation

Follow-up reports:

Occupational health in state administration

Municipal merger grants

Supervision fees collected by authorities from supervised entities

Official travel — supervision systems and economy

ADMINISTRATIVE SECTOR OF THE MINISTRY OF EDUCATION

171/2008

188/2009

192/2009

Foresight analysis and the dimensioning and targeting of
education - focusing on vocational education for young people
Developing relevance for working life at universities of applied
sciences

The steering and funding system for basic education

Follow-up reports:

Specialised vocational institutes and government grants to cover
their operating costs

Renovation of the Finnish National Theatre

ADMINISTRATIVE SECTOR OF THE MINISTRY OF AGRICULTURE AND FORESTRY

162/2008

173/2008

175/2008
190/2009

Metsahallitus — as a state enterprise and as a manager of nature

conservation under the Ministry of the Environment

The steering system in the Ministry of Agriculture and Forestry's
administrative sector

Reducing nutrient emissions from agriculture

Discretionary support systems in the administrative sector of the
Ministry of Agriculture and Forestry

Follow-up reports:

Cadastral surveys conducted by the National Land Survey

ADMINISTRATIVE SECTOR OF THE MINISTRY OF TRANSPORT AND

COMMUNICATIONS
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158/2008
159/2008
161/2008

182/2009

The implementation of regional Information Society projects
Maintaining rail infrastructure

The development and use of identification services in public
administration

Maintaining waterways



Follow-up reports:
Ice classes and fairway dues

ADMINISTRATIVE SECTOR OF THE MINISTRY OF EMPLOYMENT AND

THE ECONOMY

157/2008
165/2008

166/2008

172/2008

174/2008

176/2008

189/2009

R&D evaluation activities

The commercial exploitation of intellectual property rights by
VTT Technical Research Centre of Finland

Parallel audit of the SAIs of the EU on the Performance (output/
effectiveness) of the Structural Funds programmes in the area of
employment

The impacts of regional development programmes

The service process in employment services

Lights on in the Nordic countries - Nordic cooperation in
electricity emergency preparedness

Promoting the development of electronic business

Follow-up reports:

The employment effects of employment subsidies

The use of state aids granted to promote invention activities
The permanence of the effects of corporate aids

The employment effects of employment subsidies

ADMINISTRATIVE SECTOR OF THE MINISTRY OF SOCIAL AFFAIRS AND HEALTH

160/2008
167/2008
177/2008

181/2009

193/2009
194/2009

Projects conducted with health promotion funds

Guaranteed access to treatment

Occupational health care and the prevention of alcohol-related
problems

The transparency of the formula-based government grant system
for social welfare and health services

Medical rehabilitation

The effectiveness of legislation steering mental health services
Follow-up reports:

The supervision of private social services

Special state grants for health research

Funding provided by the Slot Machine Association to prevent
major public health problems

Preventing young people's exclusion

ADMINISTRATIVE SECTOR OF THE MINISTRY OF THE ENVIRONMENT

183/2009

Regional environment centres as implementers of the Objective

2 programme
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