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To Parliament

The National Audit Office has audited the 

final central government accounts and the 

descriptions of central government finances 

and the financial management of the state as 

well as the effectiveness of activities in the 

Report on the Final Central Government Ac-

counts, which has been submitted to Parlia-

ment as the Government’s report on central 

government finances and compliance with 

the Budget according to section 46 of the 

Constitution, and on the basis of section 

6 of the Act on the National Audit Office 

(676/2000) submits this separate report to 

Parliament on its audit.

 

 

Helsinki, 18 May 2009

 Auditor General Tuomas Pöysti

 Assistant Auditor General Marjatta Kimmonen 
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Main content

In the Report on the Final Central Gov-

ernment Accounts the Government has 

reported on the implementation of the meas-

ures called for by Parliament in parliamen-

tary communications 11/2008 and 21/2008. 

Measures and their implementation have 

not been in line with what Parliament has 

called for in all respects, however.

The information on Parliament’s social 

effectiveness that is provided in the Report 

on the Final Central Government Accounts 

does not give true and fair information in all 

respects on how well the social-policy objec-

tives that have been set for the allocation of 

the state’s resources have been achieved. 

On the basis of the special theme reports 

that were audited, a key objective – improv-

ing the usefulness of the Report on the Final 

Central Government Accounts – has not been 

achieved. A significant part of information 

does not meet Parliament’s needs. Reporting 

is often limited to describing activities and 

lacks an analytical perspective focusing on 

effectiveness.

On the basis of the audit, the information in 

the Report on the Final Central Government 

Accounts concerning compliance with cen-

tral government spending limits in fiscal year 

2008 can be considered true. The economic 

and financial crisis underlines the significance 

of transparency in the spending limits proce-

dure and its information base as well as Par-

liament’s role in steering economic and fiscal 

policy. The 2009 Budget and the first supple-

mentary budget have remained within spend-

ing limits although they include about three 

billion euros in stimulus measures. Stimulus 

measures focus on tax cuts, which are outside 

the scope of spending limits. Expenditure that 

is outside the scope of spending limits has also 

increased considerably.

The sustainability of central government 

finances and public finances in general 

should be examined as a whole, and it should 

be noted that the spending limits procedure 

does not in all respects link factors related to 

the sustainability of the Budget to operation-

al objectives and their social effectiveness.

In the final central government accounts, 

limiting information concerning authorisa-

tions and the state’s commitments to report-

ing at the state budget economy level makes 

it more difficult to form a true view of the 

state’s financial position and risks.

The Report on the Final Central Govern-

ment Accounts does not provide information 

on off-budget funds on the basis of which 

one can form a true and fair view of them. In 

order to improve the preconditions for Parlia-

ment’s budgetary power, Parliament’s access 

to information on off-budget funds should be 

increased. Provisions concerning off-budget 

funds should be revised so that the necessary 

information on funds’ finances and activities 

is included in the Report on the Final Central 

Government Accounts.

In 2008 the findings that were made in 

audits of the steering systems in the admin-

istrative sectors of the Ministry of Justice and 

the Ministry of Social Affairs and Health draw 

attention to the need to focus on the utilisa-

tion of evaluation information and to devel-

op the defining of objectives so that in setting 

objectives one can clearly see the objective 

level and the connection between appropri-

ations, performance objectives and effective-

ness objectives. Partial and interim objectives 

should be set for broad, long-term objectives.

The National Audit Office notes that the 

final central government accounts for 2008 

have been prepared in such a way that they 

can be approved.
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1 Financial audit report on the audit of  
the final central government accounts  
for 2008

The National Audit Office issues this finan-

cial audit report on the audit of the final cen-

tral government accounts for 2008. The audit 

was conducted by Financial Audit Principals 

Aila Aalto-Setälä and Sari Lakka. The audit 

was supervised by Assistant Auditor Gen-

eral Marjatta Kimmonen.

The audit was conducted in according with 

the National Audit Office’s audit guidelines 

and concerned the final central government 

accounts as referred to in section 17 a of the 

State Budget Act and the provision of true 

and fair information with necessary notes 

as referred to in section 18 of the Act inso-

far as they concern the state budget econ-

omy. The audit thus included the budget 

implementation statement, the income and 

expenses statement, the balance sheet, the 

funds statement and notes as well as the cen-

tral bookkeeping on which the information 

in the final central government accounts is 

based together with accounting guidelines 

and control. The audit also focused on pro-

cedures aimed at ensuring the unalterabili-

ty and correctness of information in central 

bookkeeping and in preparing the final cen-

tral government accounts.

The final central government accounts

The content and presentation of the financial 

statements in the final central government 

accounts and the accounting on which they 

are based have been examined to the extent 

required to determine whether the financial 

statements in the final central government 

accounts and notes have been prepared cor-

rectly in essential respects.

According to the budget implementation 

statement, the appropriation in item 33.50.53 

(State aid for rehabilitation for the wives of 

war invalids, 2-year transferable appropria-

tion) was exceeded by 23,260 euros and the 

appropriation in item 28.60.03 (Pay expens-

es due to the state’s personnel arrangements, 

2-year transferable appropriation) by 32,236 

euros. According to section 85:1 of the Con-

stitution and section 7:3 of the State Budg-

et Act, a transferable appropriation may not 

be exceeded.

Otherwise the financial statements in the 

final central government accounts have been 

prepared in the manner required by the State 

Budget Decree.

Note 11 (State budget economy’s cash 

requirements and liquid assets) shows a cor-

rection to the cumulative surplus at the end 

of the previous fiscal year as a result of which 

22,541,544.78 euros was added to the cumu-

lative surplus on 1 January 2008. The infor-

mation supplied in the final central govern-

ment accounts (Note 11, State budget econ-

omy’s cash requirements and liquid assets) 

concerning the technical nature of the differ-

ence or that after the correction the cumula-

tive surplus corresponds to real cash assets 

cannot be verified by audit means. Since the 

cumulative surplus/deficit and changes in it 

come about on the basis of the implemen-
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tation of the Budget decided by Parliament, 

in the opinion of the National Audit Office 

the cumulative surplus/deficit cannot be 

changed except by a decision of Parliament.

The information in Note 12 (Government 

guarantees, pledges and other commitments) 

contains errors and risks of errors. Informa-

tion is compiled in the final central govern-

ment accounts from information that is sup-

plied by accounting offices. The note does 

not provide true and fair information on the 

amount of all the essential commitments 

included in its content.

Otherwise the notes to the final central 

government accounts have been presented 

in the manner required by the State Budg-

et Decree.

The state’s central bookkeeping has been 

arranged in accordance with the State Budg-

et Decree.

On the basis of the audit, attention is 

drawn to the following shortcomings affect-

ing the final central government accounts 

that came to light in the audit that have key 

significance for good accounting practice as 

referred to in section 14 of the State Budg-

et Act and the principle of coherence includ-

ed in it:

1 In connection with audits of accounting 

offices some gaps were observed in the 

allocation of expenditure to the fiscal 

year. In some cases allocation errors in 

budget bookkeeping have signified the 

lengthening of appropriations’ period 

of use contrary to section 7 of the State 

Budget Act. Audits of accounting offices 

also revealed some procedures regarding 

the use of funds that were contrary to the 

Budget and section 5 of the State Budget 

Decree.

2 Audits of accounting offices revealed er-

rors in information concerning authorisa-

tions that were sent to the State Treasury 

for the drafting of the final central gov-

ernment accounts. Consequently the in-

formation in the budget implementation 

statement in the final central government 

accounts concerning authorisations, their 

use and expenditure resulting from their 

use cannot be considered reliable in all 

respects.

3 The carrying over of expenditure arrears 

connected to fixed appropriations and 

expenditure budgeted as estimated ap-

propriations was not in line with the prin-

ciples in section 19 of the State Budget 

Act in all respects.

Steering and control of bookkeeping

According to the view that was formed 

during the audit of the final central govern-

ment accounts, internal control of central 

bookkeeping has been meant to ensure that 

the central bookkeeping information that 

is the basis of the final central government 

accounts does not contain essential errors. 

The control of central bookkeeping informa-

tion is based mostly on the analysis of data, 

however, and cannot replace the accounting 

offices’ own activities or the steering of the 

state’s central bookkeeping.

Section 21 of the State Budget Act requires 

all agencies to provide true and fair infor-

mation on their compliance with the Budg-

et, their revenues and expenditure, and their 

financial position. The agencies referred to 

in section 65 a of the State Budget Decree, 

which are not required to submit final 

accounts containing financial statements, 

have mostly presented a statement con-

cerning the implementation of the Budg-

et in their annual report or have otherwise 

described the implementation of the Budget. 

A uniform presentation method for all agen-
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cies would be appropriate for the usefulness 

of information. The presentation of a state-

ment of income and expenses and a balance 

sheet would also support the presentation of 

true and fair information concerning finances 

and would also be recommendable for inter-

nal control.

Furthermore, audits of agencies have 

drawn attention to the investment of donat-

ed funds and related accounting, the arrang-

ing of authorisation accounting and errors 

and risks of errors with regard to the report-

ing of information to the State Treasury and 

in Note 12 (Government guarantees, pledges 

and other commitments) in the final central 

government accounts. In the opinion of the 

National Audit Office, in order to increase 

the reliability of the information in the note, 

the essentiality limit in the corresponding 

note in agencies’ final accounts should be 

lowered and guidelines concerning the pres-

entation of long-term agreements should be 

tightened.

The National Audit Office also draws atten-

tion to certain shortcomings regarding the 

handling of payment traffic and bookkeep-

ing that were observed during the audit of 

agencies that can also be considered essen-

tial and exceptional gaps in internal control. 

These have been reported in the financial 

audit reports for agencies.

The National Audit Office’s opinion on 
the approvability of the final central 
government accounts

The final central government accounts for 

2008 have been prepared according to regu-

lations. The shortcomings and risks to which 

attention has been drawn in this financial 

audit report and in the financial audit reports 

for 119 accounting offices and other agen-

cies, considering the principle of essentiality, 

are not an obstacle to approving the final 

central government accounts.

Helsinki, 18. May 2009

Auditor General  Tuomas Pöysti

Principal Financial Auditor  Aila Aalto-Setälä
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FINANCIAL AUDIT REPORTS 
IN

NEGATIVE OPINIONS ON  
REGULARITY IN

2008 2006 2007 2008

Office of the President of the Republic 1

Prime Minister’s Office 1 1 1 1

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

Administrative sector of the Ministry of Justice 2 2 2

Administrative sector of the Ministry of the Interior 13 1 6 1

Administrative sector of the Ministry of Defence 4 2 2 2

Administrative sector of the Ministry of Finance 13 1 2 5

Administrative sector of the Ministry of Education 28 23 21 19

Administrative sector of the Ministry of Agriculture and Forestry 9 2 2

Administrative sector of the Ministry of Transport and Communications 10 3 4 5

Ministry of Employment and the Economy 27 12 11 5

Administrative sector of the Ministry of Social Affairs and Health 7 2 2 2

Administrative sector of the Ministry of the Environment 3

119 50 54 41

2 Compliance with the Budget and key 
provisions regarding it

Financial audit reports concerning fiscal 

year 2008 were submitted for 84 accounting 

offices and 32 agencies that do not operate 

as accounting offices but were required to 

prepare an annual report under section 65 a 

of the State Budget Decree.

Financial audits for fiscal year 2008 

revealed improper procedures in 37 account-

ing offices and 4 other agencies on the basis 

of which one or more cautions were issued 

that constituted procedures contrary to the 

Budget or key provisions regarding it and 

concerning which a negative opinion on reg-

ularity was included in the financial audit 

report. In 2007 a negative opinion on regular-

ity was included in the financial audit report 

for 42 accounting offices and 12 other agen-

cies. Comparable information for three years 

and a breakdown by administrative sector is 

presented in the table below.

The total number of agencies receiving a 

negative opinion on regularity fell compared 

with 2007. The comparability of information 

for 2006 and 2007 is influenced by the fact 

that financial audit reports for 2007 were 

issued for the first time for other agencies 

besides accounting offices.

The most significant reasons for negative 

opinions on regularity remained shortcom-

ings in arranging performance accounting 

and in presenting the annual result for paid 

activities. Cautions were issued to 11 agen-

cies concerning the monitoring of the profit-

ability of paid activities or the presentation 
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of the annual result for paid activities. Short-

comings in other information concerning 

operational efficiency and the arrangement 

of performance accounting were the rea-

sons for cautions to 22 agencies. Arranging 

performance accounting is the precondition 

for presenting information concerning oper-

ational performance in final accounts. As a 

whole, however, the situation has improved 

somewhat compared with the previous year.

The second most significant category con-

sisted of errors concerning the use of funds 

appropriated in the Budget. Cautions regard-

ing such errors were included in 14 audit 

reports. Since cautions concerned different 

matters, the total number of errors was near-

ly 30. The most significant errors involved the 

exceeding of appropriations in two transfer-

able appropriation items. Other cautions in 

this category concerned errors in the pur-

pose for which funds were intended or errors 

in allocating expenditure to the fiscal year, 

which in fact also signified the lengthening 

of appropriations’ period of use. Errors in the 

exercising of an authorisation and shortcom-

ings in the monitoring of authorisations led to 

a negative opinion on regularity in the finan-

cial audit reports for 4 agencies. Shortcom-

ings generally concerned confirming the use 

of an authorisation and the period of use as 

required under section 10 of the State Budg-

et Act.

The National Audit Office also drew atten-

tion to certain shortcomings regarding the 

handling of payment traffic and bookkeep-

ing that were observed during the audit of 

agencies that can also be considered essen-

tial and exceptional gaps in internal control.

Since opinions generally concern some 

particular area of financial management or 

individual procedures, from the viewpoint of 

the financial management of the state as a 

whole one cannot draw the conclusion that 

about one-fourth do not meet the set regular-

ity requirement. Nor does a negative opinion 

on regularity mean that the question involves 

the abuse of state funds. In evaluating the 

significance of a negative opinion on regu-

larity one must also keep in mind that agen-

cies vary in terms of financial size.

A negative opinion on regularity should 

always be regarded as a serious matter for 

the agency in question, however, and the 

purpose of financial audit is to report on pro-

cedures that signify a deviation from regular 

compliance with the Budget.
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3 Reporting required by Parliament in the 
Report on the Final Central Government 
Accounts

In parliamentary communication 11/2008 Par-

liament called for the Government to report 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 pre-

pare the necessary legislation to increase 

the effectiveness of the state’s information 

management, specifying the Ministry of 

Finance’s steering power and other neces-

sary matters.

2 Parliament calls for the Government to 

take measures to correct shortcomings and 

problems regarding electronic identifica-

tion and officials’ certificate services and 

present legislative solutions and other 

necessary measures regarding them.

3 Parliament calls for compliance with good 

governance and openness in implement-

ing the National Productivity Programme. 

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 report 

on the implementation of the following meas-

ures in the Report on the Final Central Govern-

ment Accounts for 2008:

4 Parliament calls for the Government to 

provide Parliament an account of develop-

ment policy lines for the state’s cash man-

agement and the need to amend legisla-

tion regarding the Budget.

5 Parliament calls for the Government to 

take measures to ensure the compatibility 

of public administration’s and first of all 

health care’s information systems, shared 

application services and open interfaces 

for the smooth exchange of information 

between information systems.

In the Report on the Final Central Govern-

ment Accounts for 2008 the Government has 

reported on the measures concerning which 

Parliament has called for it to report.

Points 1–5 above, with the exception of point 

3, were direct focuses in the National Audit 

Office’s audit for 2008. Information concerning 

them has also been included in reports submit-

ted by the National Audit Office to Parliament. 

Information concerning points 1 and 2 was 

included in the National Audit Office’s sep-

arate report to Parliament on the audit of the 

final central government accounts for 2007 and 

the Report on the Final Central Government 

Accounts. Information concerning points 4 and 

5 was included in the National Audit Office’s 

annual report to Parliament on its activities for 

fiscal year 2007.

The present report evaluates reporting 

concerning points 1 and 2 and the regulari-

ty and adequacy of the measures that have 

been implemented after the submission of 

the Report on the Final Central Government 

Accounts for 2007 and Parliament’s position on 

it. In connection with point 3 it should be noted 

that the Ministry of Finance had selected the 

National Productivity Programme as a signifi-

cant special theme in terms of social effective-

ness to be reported more broadly and deeply 

and that the National Audit Office has audited 

this theme reporting and reported the results of 
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this audit in Chapter 3 of this report, Informa-

tion on social effectiveness in the Report on the 

Final Central Government Accounts.

Reporting concerning points 4 and 5 and the 

regularity of related measures will be evaluat-

ed in the National Audit Office’s annual report 

to Parliament on its activities for fiscal year 

2008, which will be submitted in September 

2009. This report will also deal with tax sub-

sidies in connection with reporting previously 

called for by Parliament and will also report on 

problems regarding the development of pro-

ductivity on the basis of audits that will be com-

pleted in spring 2009 under the heading of Pro-

ductivity in the central government.

Increasing the effectiveness of the 
state’s information management  
(point 1)

The preparation of legislation called for by Par-

liament has started. A decision that was made 

by the Cabinet Committee on Economic Policy 

on 6 March 2009 according to which decision-

making concerning the state’s information 

and system architecture will be transferred 

to the Ministry of Finance at the group level 

by amending legislation can be considered 

development in the right direction on the basis 

of the audits that have been conducted. The 

proposed changes are intended to respond 

to the shortcomings and problems to which 

attention has been drawn in audits. During 

the year results with concrete effects were not 

reached in the arrangement of the steering of 

IT activities, however. The National Audit Of-

fice emphasises that carrying out this change 

can be considered a great challenge, which 

should not be underestimated. In future work, 

skilful official leadership and preparation of 

legislation is needed. Changes also require 

adequate resources in public administration 

so that the full implementation of changes and 

steering independent of IT suppliers can be 

ensured.

Developing identification and certificate 
services (point 2)

The National Audit Office’s audit found that 

the pricing of the Population Register Centre’s 

certificate services has not been appropriate. 

Producing certificates has been very unprofit-

able from the start and in 2008 commercial 

performances covered only 40 per cent of costs. 

On the other hand the biometric certification of 

passports, priced as a public law performance, 

has been over-priced. The National Audit Office 

has drawn attention to the pricing of certificate 

services in its financial audit of the Population 

Register Centre for 2008.

Steps have been taken to resolve problems 

regarding the production and organisation of 

the Population Register Centre’s certificate serv-

ices since 2003 in several studies. In October 

2008 the Ministry of Finance established a new 

working group to study problems regarding the 

Population Register Centre’s certificate services. 

The intention is to take measures on the basis 

of this study in 2010. On the other hand meas-

ures concerning the harmonisation of the identi-

fication of officials (the VIRTU project) have pro-

ceeded according to plan. The Ministry of Trans-

port and Communications has prepared a Gov-

ernment proposal for an Act on Strong Electron-

ic Identification and Electronic Signatures and 

certain other Acts (GP 36/2009). In the state-

ment that it submitted to the Ministry of Trans-

port and Communications on 15 April 2009 the 

National Audit Office noted that the informa-

tion in the Government proposal is not free of 

error and nonconflicting in all respects and that 

the proposed Act will not eliminate the problems 

to which attention was drawn in the audit con-

cerning the development and use of identifica-

tion services, except to a marginal degree.

To sum up, although development in line 

with Parliament’s position has taken place, the 

development of identification and certificate 

services has proceeded slowly. The National 

Audit Office also draws attention to the quality 

of the preparation of legislation influencing the 

development of the information society.
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4 Information on social effectiveness in the 
Report on the Final Central Government 
Accounts

4.1 The National Audit Office’s opinions

In the three previous years the National Au-

dit Office has audited general information on 

effectiveness in the Report on the Final Cen-

tral Government Accounts and has noted in 

its separate report that the information that 

has been presented has not provided useful 

information on social effectiveness in the de-

sired way. The audit of information on social 

effectiveness in the Report on the Final Cen-

tral Government Accounts for 2008 focused 

on special themes in individual administra-

tive sectors, in which social effectiveness can 

and should be dealt with more broadly and 

deeply than in the ministry’s other reporting 

concerning performance in the administra-

tive sector. A key purpose of reporting on 

special themes in individual administrative 

sectors is to improve the usefulness of the 

Report on the Final Central Government Ac-

counts.

From the viewpoint of these requirements, 

as a result of the audit one can note that the 

special theme texts in the audit of effective-

ness information were largely of poor quali-

ty. On their basis it is not possible to form a 

complete picture of the social effectiveness 

of the special theme and its development. 

The Report on the Final Central Government 

Accounts for 2008 is the fifth such report in 

its present form and the third one in which 

special themes have been included in their 

present form, so there can no longer be any 

question of a practice stage in more demand-

ing information production. The risk is that 

the inadequate quality of effectiveness infor-

mation will remain a permanent phenome-

non.

The obligation and opportunity for minis-

tries to present broader and deeper informa-

tion desired by Parliament on social effec-

tiveness in special themes does not meet the 

purpose in its present form. On the basis of 

the audit, the key objective of special theme 

reporting, which is to improve the usefulness 

of the Report on the Final Central Govern-

ment Accounts, has not been achieved.



17

4.2 Scope and implementation of the audit and 
methods

The administrative sectors report on one or 

two special themes each year. The inten-

tion is for the ministries to deal with timely 

themes from the viewpoint of evaluating ef-

fectiveness so that they can bring essential 

supplementary information to the Report 

on the Final Central Government Accounts 

from the viewpoint of the state’s financial 

decision-making and social effectiveness.

Reporting on one special theme was audit-

ed for each administrative sector. If the 

administrative sector reported on more than 

one special theme in the Report on the Final 

Central Government Accounts, the special 

theme concerning which the most recent 

audit data were available was selected for 

the audit.

Social effectiveness means the degree to 

which objectives set for social policy have 

been achieved or in other words the achieve-

ment of the desired social impacts. The audit 

focused on examining the information that 

was provided on social effectiveness. It also 

looked at operational performance report-

ed in special themes if information on oper-

ational performance had a key significance 

for social effectiveness or information was 

an essential part of the theme or if essen-

tial errors or shortcomings were observed 

in information. Operational performance 

includes operational efficiency (economy, 

productivity, profitability, cost-covering), out-

comes and quality management as well as 

the management of human resources.

The audit’s comparison and background 

data and sources included data produced by 

the National Audit Office (audit reports, fol-

low-up reports, statements etc) and outside 

sources (working group reports, studies, lit-

erature etc).

The key purpose of reporting on special 

themes in individual administrative sectors 

is to improve the usefulness of the Report 

on the Final Central Government Accounts. 

In the selected special themes social effec-

tiveness can be dealt with more broadly and 

deeply than in the ministry’s other reporting 

concerning performance in the administra-

tive sector.
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4.3 Selection of special themes in ministries

Since the selection of special themes can 

significantly influence the content and use-

fulness of special theme reporting, in con-

nection with the audit all 12 ministries were 

asked to give a brief account of the process 

on the basis of which the ministry decides 

what special theme will be included in the 

Report on the Final Central Government Ac-

counts. On the basis of the accounts received 

from the ministries, all the ministries strive 

to select a topic that is relevant for social ef-

fectiveness and is of interest to Parliament.

The selection of a good special theme and 

the efficient use of preparation resources is 

promoted if the process for selecting and pre-

paring a special theme has been systemised, 

provided with guidelines and document-

ed as part of the preparation of the Report 

on the Final Central Government Accounts. 

One example of a good practice is the proc-

ess used by the Ministry of Transport and 

Communications, in which the provision of 

information for the Report on the Final Cen-

tral Government Accounts is a delegated 

and documented part of the ministry’s plan-

ning, monitoring and reporting process. The 

process manual adopted by the Ministry of 

Transport and Communications describe the 

starting point and purpose of reporting for 

the Report on the Final Central Government 

Accounts, content requirements, the starting 

impulse for the process, the issuing of annu-

al process guidelines, the process flow and 

time and connections to other documents and 

processes.

The lack of a systematic approach can be 

visible for example in the fact that the selec-

tion process depends too much on one person 

or unit, discussions regarding the selection of 

the theme are partly left to chance, potential 

themes are not prioritised and written mem-

oranda giving reasons for selecting a theme 

are not prepared. Although systemising the 

process helps ensure the selection of a good 

special theme, it is only one stage in quality 

assurance and does not guarantee the qual-

ity of reporting on effectiveness information 

in the special theme.

Regardless of the selection process, the 

selection of a specific theme as a special 

theme in an administrative sector appears 

to be promoted if a relatively extensive 

effectiveness study, evaluation or report 

has recently been completed on the poten-

tial theme, from which background materi-

al can be obtained for reporting on the spe-

cial theme.
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1  The effectiveness of Finland’s immigration administration. 

Final report. Accenture 8.6.2006.

4.4 Audit findings for special themes

4.4.1 Snapshot of asylum matters 
(Ministry of the Interior)

Conclusions

Reporting on asylum matters has long been 

merely descriptive and lacks an analytical 

and critical perspective. The special theme 

has not been dealt with from the viewpoint 

of the evaluation of effectiveness and it does 

not bring essential supplementary infor-

mation to the Report on the Final Central 

Government Accounts from the viewpoint 

of the state’s financial decision-making and 

social effectiveness. The Finnish Immigra-

tion Service has not presented effectiveness 

figures concerning the handling of asylum 

matters, except for the permanence of ap-

pealed decisions handled in the immigra-

tion section. The presentation of figures 

describing operational performance has also 

been inadequate, so the usefulness of the 

information supplied by the special theme is 

minor from the viewpoint of monitoring and 

developing matters.

Quality and critical viewpoints are almost 

entirely lacking, and possible obstacles to 

official activities and development possibil-

ities are not discussed.

Effectiveness indicators have still not been 

created for the most part, although devel-

opment work has gone on since 2006. The 

information in the Report on the Final Cen-

tral Government Accounts should focus on 

examining the achievement of set effective-

ness objectives. In setting objectives more 

attention should be paid to the cross-secto-

ral managing of asylum matters (as well as 

other immigration matters). Making fair asy-

lum decisions that are based on correct infor-

mation requires close and up-to-date coop-

eration among different authorities. Coop-

eration also has an essential significance in 

placing asylum seekers in reception centres 

and municipalities and in integrating them 

into society.

Audit findings

In studying the snapshot of asylum matters 

the reorganisation that was implemented 

at the beginning of 2008 and its effects on 

the activities of the Migration Department at 

the Ministry of the Interior and the Finnish 

Immigration Service have not been analysed 

in special theme reporting. Organisational 

changes substantially affect the administra-

tion of asylum matters by placing new chal-

lenges on it and by creating opportunities for 

the more efficient and fairer management of 

matters.

Cooperation among authorities has a great 

significance in asylum matters as in oth-

er immigration matters. Although adminis-

tration has been consolidated, activities still 

require permanent cross-sectoral coopera-

tion among ministries and municipalities. 

These matters were not discussed in the spe-

cial theme.

In 2006 a project concerning the measure-

ment of effectiveness was conducted with 

the help of a consultant in the immigra-

tion administration1. This project modelled 

the effectiveness and cost-effectiveness of 
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the immigration administration for the first 

time. The model and the effectiveness objec-

tives and indicators that were created in the 

project were meant to be used in setting 

objectives for and monitoring cross-sectoral 

processes and in steering development work.

The project report drew attention to some 

of the same factors influencing the effec-

tiveness of activities as the National Audit 

Office’s audit report on the activities of the 

Directorate of Immigration2 and a follow-up 

report3, which emphasise the significance of 

the flexibility and coordination of cross-sec-

toral processes and shared information sys-

tems. In the project report that was prepared 

by the consultant, international cooperation 

was viewed as often the most cost-effective 

way to improve effectiveness.

A report on developing the activities of the 

immigration administration and the Finn-

ish Immigration Service4 was completed in 

2008. The report contained proposals that 

concerned the structural development of the 

immigration administration as well as differ-

ent authorities’ steering responsibilities and 

to some extent social effectiveness objectives 

for immigration.

The Finnish Immigration Service’s per-

formance agreements have not described 

its social effectiveness objectives clearly 

enough. The Finnish Immigration Service’s 

performance agreement for 2008 contained 

the objective of creating indicators in coop-

eration with the Migration Department to 

measure social effectiveness objectives.

The actual effectiveness indicators in the 

Budget for 2008 were only for the perma-

nence of appealed decisions and waiting 

periods in reception centres. The objective 

was that appeal court decisions overturning 

decisions made by the Directorate of Immi-

gration (now the Finnish Immigration Serv-

ice) because of the misinterpretation of the 

law or a procedural error would be less than 

5 per cent of the total number of appeals. 

The objective for waiting periods in recep-

tion centres was a maximum of two months. 

The length of accommodation in reception 

centres or private accommodation depends 

on how long it takes to process asylum appli-

cations and to handle any appeals that are 

made.

The permanence of decisions was exam-

ined in the section concerning the immigra-

tion administration rather than in the spe-

cial theme section. This simply notes that 

this objective was achieved. Asylum mat-

ters were not discussed separately and there 

were no comments on the achievement of the 

objective concerning reception centres.

In the special theme there is no mention of 

a potentially quite significant change affect-

ing the operating environment in the Finnish 

Immigration Service’s performance agree-

ment for 2009, namely the tightening of 

practices in the other Nordic countries con-

cerning family reunification. It is quite like-

ly, however, that this will have a great sig-

nificance on the number of asylum seekers, 

which exceeded 4,000 in 2008 and is expect-

ed to reach 6,000 in 2009 according to the 

Finnish Immigration Service’s analysis of the 

operating environment.

The snapshot of asylum matters examines 

the number of asylum seekers arriving in 

Finland, the routes they take, responsibility 

for examining asylum requests (Dublin Reg-

ulation), the costs of receiving asylum seek-
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ers and the need for accommodation capac-

ity. The text does not say anything about 

the number of cases under consideration 

or the backlog, which have a decisive sig-

nificance for the capacity of service centres 

and the costs resulting from asylum seekers. 

According to the Finnish Immigration Serv-

ice’s annual report for 2008, at the end of 

2008 about 2,700 asylum seekers were on the 

waiting list for interviews and decisions. Dur-

ing the first half of 2008 the processing time 

was 176 days following the normal procedure 

for asylum applications and 57 days follow-

ing a fast-track procedure. Owing to a sharp 

increase in the number of applications, by 

the end of the year the processing time fol-

lowing the normal procedure had increased 

to one and a half years.

There is no mention of risk analyses con-

cerning the Finnish Immigration Service in 

the special theme. According to risk anal-

yses5, the biggest social effectiveness risks 

involve shortcomings in the steering of the 

administrative sector. This risk has been esti-

mated at 80 per cent. Risks whose probabili-

ty has been estimated at 50 per cent or more 

involve the administration of documents and 

the correctness of register entries, the inad-

equacy of resources and the introduction of 

new information systems.

4.4.2 The National Productivity 
Programme (Ministry of Finance)

Conclusions

One good aspect of special theme reporting 

is that the National Productivity Programme 

has been examined from several perspec-

tives. The selected perspectives reflect the 

fact that projects aimed at improving pro-

ductivity have effects on and connections to 

many different factors in addition to reduc-

ing the number of person-years.

One problem in special theme reporting is 

that reporting on the National Productivity 

Programme focuses largely on giving a gen-

eral description of activities and describing 

the start of activities and to a lesser extent 

on activities’ results and effects on reporting. 

Reporting emphasises the presentation of 

changes in person-years and new objectives 

for reducing person-years without providing 

deeper information on productivity measures 

and related productivity benefits.

The total reform of the state’s financial and 

personnel administration, which is significant 

for productivity, would have required a deep-

er and more analytical discussion in report-

ing. Reporting does not give a true and fair 

view of the significance of the total reform 

of the state’s financial and personnel admin-

istration as part of the National Productivi-

ty Programme. The text does not present the 

reform’s starting situation, current situation 

or target situation. It is therefore not possible 

to evaluate the degree to which the objec-

tive has been achieved or the effectiveness of 

activities, nor is this presented in the report. 

The text does not present information on 

objectives and results describing operation-

al performance such as the total volumes of 

activities, changes in them, number of per-

son-years, performances and costs.

The objective of the National Productiv-

ity Programme is to improve productivity 

by reforming structures and processes tak-

ing advantage of information technology. 

The special theme text does not have any-

thing more specific to say about these mat-

ters, however. Taking advantage of informa-
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tion technology generally requires chang-

es in operational structures and process-

es, in which case key information for deci-

sion-making would be to report such chang-

es in the way of operating and any legislative 

amendments they may require.

Reporting should have provided more 

information on the grounds for productivity 

benefits based on service centre activities, 

what stage reforms are in and what matters 

should be given attention in future on the 

basis of studies. In spring 2009 a broad final 

evaluation and an external quality evalua-

tion were prepared on the State Treasury’s 

Kieku programme (development programme 

for financial and personnel administration) 

and the information in them could have been 

utilised better in reporting.

Reporting lacks a critical perspective. The 

text does not draw attention to challenges 

regarding service centre activities or to mat-

ters that are of key importance for the suc-

cess of service centre activities and the mate-

rialisation of productivity benefits, which 

Parliament could influence through its deci-

sion-making. The success of service centre 

activities also requires changes in the activ-

ities of customer agencies. The reforms that 

are taking place or need to take place in cus-

tomer agencies to reap benefits from service 

centre activities were not discussed.

The Ministry of Finance has conducted 

a study on the effects of implementing the 

National Productivity Programme in locali-

ties undergoing restructuring and the Gov-

ernment Institute for Economic Research has 

studied the effects of the state’s relocation pro-

gramme and the National Productivity Pro-

gramme in the regions. To improve the use-

fulness of the special theme, the key results 

of evaluations that have been conducted and 

commissioned should have been presented.

Reporting on the National Productivity Pro-

gramme in the Action Report on the Budget 

section is similar to reporting in the special 

theme, giving a general description of the 

background and objectives of the Nation-

al Productivity Programme. On the basis of 

the text it is very difficult to form a picture of 

what productivity measures have been car-

ried out in practice and what results they 

have produced.

The special theme was not considered from 

the viewpoint of evaluating effectiveness and 

it does not bring essential supplementary 

information to the Report on the Final Cen-

tral Government Accounts from the view-

point of the state’s financial decision-making 

and social effectiveness.

Audit findings

According to the special theme a key 

measure influencing the improvement of 

productivity and the reduction of the need 

for labour in 2008 was the total reform of the 

state’s financial and personnel administra-

tion. The text does not present the reform’s 

starting situation, target situation or current 

situation, however. With regard to reducing 

the need for labour the text mentions an 

evaluation conducted by the State Treasury 

according to which the effect of the reform 

of financial and personnel administration 

on reducing the need for labour compared 

with the starting situation in 2003 has been 

about 500 person-years up to now. As a re-

sult of the National Productivity Programme, 

the text mentions that the total number of 

state personnel fell by about 1,300 person-

years from 2006 to 2007 and by about 2,400 

person-years from 2007 to 2008. 

The special theme text notes that measures 

to implement the National Productivity Pro-

gramme were included in the spending lim-
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its decision (25 May 2007) and key measures 

concerning the implementation of the pro-

gramme in the Budget. The content of these 

measures is not analysed in the text, howev-

er, which only mentions the measures’ objec-

tive: to reduce the number of person-years by 

2,170 in 2008.

In a report6 that it issued in connection 

with its handling of the Report on the Final 

Central Government Accounts for 2007, the 

Audit Committee noted that the original pro-

ductivity grounds in the National Productiv-

ity Programme have been replaced by per-

sonnel reduction objectives and that the pro-

gramme has not complied adequately with 

good governance and performance manage-

ment principles. Nevertheless, special theme 

reporting still emphasises changes in person-

years and new objectives regarding reduc-

tions in person-years.

According to the theme text, the Minis-

try of Finance has conducted a study on the 

effects of implementing the National Produc-

tivity Programme in localities undergoing 

restructuring, in addition to which the Gov-

ernment Institute for Economic Research has 

studied the effects of the state’s relocation 

programme and the National Productivity 

Programme in the regions. No results of these 

studies are presented. The text notes that the 

National Productivity Programme consists of 

the productivity-boosting effects of improv-

ing administrative sectors’ structures, activi-

ties and processes as well as the use of infor-

mation technology together with the effects 

of cross-sectoral projects and projects involv-

ing several administrative sectors. The text 

says nothing about these matters. Further-

more the theme text does not describe how 

the Ministry of Finance has strived to take 

into consideration the results and propos-

als of an external evaluation of the Nation-

al Productivity Programme that was commis-

sioned by the Government financial control-

ler’s function in continuing the implementa-

tion of the National Productivity Programme.

The Ministry of Finance also reported on 

the reform of the state’s financial and per-

sonnel administration in the description of 

performance in the ministry’s administrative 

sector under the heading “The state’s group 

steering and shared services”. The text notes 

that the reorganisation of financial and per-

sonnel administration is intended to achieve 

a significant improvement in productivity. 

The text describes the volume of service cen-

tre activities, such as the number of person-

nel, establishments and the number of per-

formances. It notes that customer satisfac-

tion with the services provided by service 

centres has improved and it gives a mark for 

this (3.78). No target figures for these activ-

ities or the improvement of productivity are 

presented. It is therefore impossible to eval-

uate the success of activities in relation to 

objectives. The text does not draw attention 

to challenges regarding service centre activ-

ities or to matters that are of key importance 

for the success of service centre activities and 

the materialisation of productivity benefits.

The National Audit Office has audited the 

reform of the state’s financial and person-

nel administration particularly with regard 

to the Shared Service Centre of the Minis-

try of the Interior7. One of the main findings 

in the audit was ambiguity in specifying the 

starting situation and target situation for the 

state’s financial and personnel administration 

as a whole. This was also visible in special 

theme reporting, in which information con-

cerning objectives was lacking or vague.

In 2004 the State Treasury started the 
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Kieku programme, whose objective was to 

improve the efficiency of financial and per-

sonnel administration tasks by 40 per cent 

by developing procedures and structures. 

Another objective was to improve custom-

er satisfaction and job satisfaction in these 

tasks. The audit found that the Kieku pro-

gramme’s objective has in several connec-

tions been presented simply as a percentage 

figure. The National Audit Office considers 

that an objective regarding the improvement 

of efficiency expressed as a percentage does 

not provide a concrete picture of the proc-

ess and procedural changes that are required 

to achieve the objective at the state level or 

their scope and effects on the number of per-

son-years and costs.

The audit also found that although minis-

tries have made decisions to become custom-

ers of a service centre, agencies in adminis-

trative sectors have shifted only a small part 

of their tasks or only parts of the process to 

the service centre. This being the case, the 

percentage shares that are reported regard-

ing customers may give a misleading picture 

of the success of activities.

In addition to the special theme and the 

general section concerning performance in 

the ministry’s administrative sector, informa-

tion on the National Productivity Programme 

is presented in the Action Report on the 

Budget section. Reporting in three different 

places makes it difficult to form a complete 

picture of the subject. The Action Report on 

the Budget section mentions that there are 

over 200 productivity measures in different 

administrative sectors. Information is not pro-

vided on the concrete achievement of objec-

tives or research results; instead administra-

tion’s activities are merely listed.

4.4.3 Results of rural development 
during the programming period 
2000–2006 (Ministry of 
Agriculture and Forestry)

Conclusions

Special reporting provides clear information 

on objectives and their achievement. Evalu-

ating the actual effectiveness of the pro-

grammes discussed in the special theme is 

quite challenging, however. Public financing 

has brought new jobs, but their permanence 

and quantity are not as good as one might 

conclude from theme reporting.

The effectiveness results mentioned in spe-

cial theme reporting of up to tens of thousands 

of jobs are based on project leaders’ own noti-

fications, which should be treated quite criti-

cally on the basis of previous audits conduct-

ed by the National Audit Office as well as fol-

low-up evaluations of programmes. In order 

to obtain a true and fair view, information 

should be based on other evidence besides 

information supplied by project leaders.

In order to audit effectiveness informa-

tion in this special theme the National Audit 

Office analysed the employment effects of 

project financing with the help of munici-

pality-level panel data, and the results indi-

cated that the permanent effects of develop-

ment projects on employment are probably 

quite marginal.

Owing to the reasons mentioned above, the 

figures presented in special theme reporting 

cannot be used directly as a basis for deci-

sion-making, but in making decisions it is 

necessary to consider the reservations pre-

sented above regarding the validity of infor-

mation.
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Audit findings

A key objective of rural development pro-

grammes has been to ensure income and jobs 

for people living in sparsely populated areas 

and to slow migration from the countryside. A 

report8 that was published by the Ministry of 

Agriculture and Forestry in 2008 calculated 

that financing resulted in the creation of over 

15,000 new jobs and over 7,000 new enter-

prises. Special theme reporting speaks of an 

even larger number of new jobs – over 20,000 

– but slightly fewer new enterprises – around 

6,000. Programmes’ combined objective was 

17,000 new jobs and 4,000 new enterprises, 

so in this respect the programmes actually 

exceeded the objective.

So far the National Audit Office has not 

focused performance audits on the pro-

gramming period 2000–2006 as a whole, but 

in 2000 it audited9 the reliability of project 

leaders’ job notifications in development pro-

grammes during the programming period 

1995–1999 and found that reported job num-

bers were exaggerated. The average number 

of new jobs recorded in the project register 

was over twice the actual number of person-

years. In other words the number of jobs was 

less than half the figure that was reported.

Similar results were obtained in an audit10  

that was conducted by the National Audit 

Office in 2004, which examined local action 

groups as developers of rural areas in 2000–

2003. On the basis of the audit it was noted 

that the permanence of the effects of projects 

is difficult to evaluate. In many cases employ-

ment effects were likely to be limited to the 

period covered by projects. In the projects 

that were audited, the creation of new enter-

prises also appeared to be limited.

The biggest programme in money terms 

during the programming period 2000–2006 

was the Regional Rural Development Pro-

gramme, for which a follow-up evaluation 

was completed at the end of 2008. In the 

report summary the research and consulting 

group that evaluated the programme noted 

the following, among other things:

− migration from rural areas has slowed 

down, but this is due more to cyclic trends 

than to measures in the programme

− projects’ direct effects on population de-

velopment were minor

− influencing large population trends with 

this type of programme is very challeng-

ing

− no jobs are created or preserved simply 

as a result of a project or programme

− information concerning jobs is based on 

project actors’ own notifications, which 

may be biased

− job development is influenced most by 

general economic and technical develop-

ment rather than the projects financed in 

the programme

− it is very difficult to evaluate to what 

extent measures have influenced the in-

come level of the rural population, since 

this is also influenced by so many other 

factors.

No actual statistical analyses were used 

in the follow-up evaluation, or at least they 

are not mentioned in reporting. In evaluating 

programmes, however, it would be useful to 

know whether the effects of projects can be 

verified using empirical evidence. Therefore, 

in auditing the effectiveness information in 

this special theme, an evaluation was made 

of the effects of project financing on unem-
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ployment figures with regard to the Region-

al Rural Development Programme. Munic-

ipality-level panel data from 2001–2006 

were used for this purpose. The results were 

adjusted to take cyclic and local factors into 

account.

When the results were studied it was found 

that rural development projects have had an 

effect on the unemployment rate. An addi-

tional one thousand euros in development 

funds has cut the unemployment rate by 

about 0.0006 percentage points. The aver-

age project payment in municipalities with 

less than 50,000 inhabitants – 74,000 euros 

per municipality a year – has thus reduced 

the municipality’s unemployment rate by 

about 0.04 percentage points. The effect 

has not been very large but is still statisti-

cally significant. The direct effect of Region-

al Rural Development Programme financing 

on employment has averaged 1.5 persons a 

year per municipality. At the national lev-

el this translates to slightly over 300 jobs in 

the entire area covered by the programme in 

Southern and Western Finland. Subsequent 

employment effects were not observed in the 

data, at least after 1–2 years.

4.4.4 Promoting mining (Ministry of 
Employment and the Economy)

Conclusions

The special theme is discussed very briefly 

and on too general a level, emphasising 

positive aspects, and concerns matters on 

the basis of which one cannot evaluate or 

draw conclusions concerning the social ef-

fectiveness or operational performance of 

the state’s measures. The text fails to provide 

information on actual mining operations as 

well as measures taken by the state to pro-

mote them, the objectives that have been set 

for measures and the outputs and impacts 

that have been achieved. The text otherwise 

makes no attempt to describe or evaluate the 

objectives set for the state’s measures or the 

outputs and impacts achieved through them.

The theme was not discussed from the per-

spective of evaluating effectiveness on in 

such a way as to bring essential supplemen-

tary information to support decision-making 

or provide a basis for evaluating social effec-

tiveness. The text does not give a true and fair 

view of the social significance of promoting 

mining or the operational performance of this 

activity. The usefulness of the information that 

is presented can be considered quite small.

Audit findings

Special theme reporting focused on three 

matters: how fluctuations in the international 

economy are reflected in mining operations, 

Finland’s competition factors and the meet-

ing of the Cabinet Committee on Economic 

Policy on 16 September 2008. The National 

Audit Office has issued an audit report11 on 

the subject of mining.

The special theme describes mining opera-

tions and measures taken by the state to pro-

mote mining, emphasising positive aspects 

and without examining the matter analytical-

ly and considering the need to coordinate the 

interests of landowners and society. The neg-

ative impacts of mining operations and meas-

ures to promote mining or matters causing 

conflicting views have not been analysed.

The audit indicated that public authori-

ties have not been able to present details on 
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Finland’s geological potential and resourc-

es or their adequacy now and over the long 

term as a basis for political decision-mak-

ing. The National Audit Office recommended 

that sufficient information should be obtained 

and presented concerning Finland’s miner-

al potential and resources so that the exploi-

tation of minerals can be steered in an eco-

nomically, socially and ecologically sustaina-

ble way.

The special theme text says that citizens 

have taken a positive attitude towards min-

ing particularly in areas with high unemploy-

ment. Citizens’ attitudes have not been entire-

ly positive even in areas with high unemploy-

ment, however. Prospecting for uranium, at 

least, has been viewed with plenty of doubts 

or even negatively.

According to special theme reporting the 

employment effect of mining operations is one 

of the key reasons for promoting mining. The 

audit report evaluated criteria concerning the 

employment effect of mining operations and 

found that studies had been carried out main-

ly during the planning and development stage 

of mine projects. Very little research informa-

tion was available on actual employment and 

its regional focusing. Furthermore national 

input-output models give an overly optimis-

tic picture in small and undiversified areas. 

According to the audit, an increasing part of 

the employment effect of mines may wind up 

outside the region and Finland. The National 

Audit Office recommended that the employ-

ment effects of mining operations should be 

studied more thoroughly.

In its audit the National Audit Office not-

ed that promoting mining at the Ministry of 

Employment and the Economy has focused 

on increasing mining operations and creating 

the proper conditions for exploiting deposits. 

Negative impacts and outside actors have not 

received sufficient attention.

Waste rock already accounts for a third of 

excavated rock at mines and a third of the 

total volume of waste in Finland. Authorities 

have not paid sufficient attention to waste 

rock or ways to reduce or exploit it, howev-

er. The audit also pointed out that companies 

have been able to engage in mining opera-

tions in Finland partly at others’ risk. The Min-

ing Act says nothing about responsibilities 

extending decades after operations cease or a 

situation in which a mining company no long-

er exists or can no longer bear responsibilities.

On the basis of the audit, the National Audit 

Office considered it important for the Ministry 

of Employment and the Economy to investi-

gate the social benefits and negative impacts 

of mining operations as grounds for measures. 

Coordinating different perspectives regarding 

mining should take place in connection with 

the reform of the Mining Act. Special theme 

reporting notes that legislation has been sta-

ble, but the reform of the Mining Act, which 

has been under discussion for years, has not 

been taken into consideration and nothing is 

said about the reform. A draft Mining Act was 

circulated for comments in the latter part of 

2008.

4.4.5 The National Development 
Programme for Social Welfare and 
Health Care (Ministry of Social 
Affairs and Health)

Conclusions

The Ministry of Social Affairs and Health re-

ported on the special theme of the National 

Development Programme for Social Welfare 

and Health Care (Kaste).

Special theme reporting did not pay 

attention to the evaluation of effectiveness, 

although this is meant to be a key focus in 
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reporting. The topic selected by the ministry 

prevents the direct presentation of perform-

ance and effectiveness information. Report-

ing on the Kaste programme mainly provides 

decision-makers general information on the 

programme’s objectives and starting meas-

ures.

In presenting the Kaste programme, the 

objectives of the ministry’s key planning and 

steering instrument and their implemen-

tation are nevertheless explained. In this 

regard the theme text examines core ques-

tions concerning effectiveness from the per-

spective of the planning stage: whether the 

programme is intended to do the right things 

and whether it is getting off to a good start.

Audit findings

Special theme reporting consists almost 

entirely of a description of the Kaste pro-

gramme’s background, objectives, methods 

and resources. The final part of the text also 

describes the measures that have been car-

ried out in the first year. In this connection 

information is provided on the start of the 

programme and the preparation of an imple-

mentation plan designed to revise objectives 

and measures.

The text confines itself almost exclusive-

ly to describing the programme’s internal, 

administrative organisation. The only exter-

nal factor that is mentioned is for what pur-

poses development project funds tied to the 

programme during the first year have been 

granted. Special theme reporting has not 

used quantitative or relative indicators or 

tables or figures containing information on 

changes.

Effectiveness information on the Kaste pro-

gramme or information describing its opera-

tional performance is not presented. It was 

not possible to include the effectiveness and 

performance perspective in the examination 

because the programme is only getting start-

ed and it does not yet have external outputs. 

The programme got under way at the begin-

ning of 2008 and will be implemented up to 

the end of 2011.

The Kaste programme is the key planning 

and steering instrument in the administrative 

sector of the Ministry of Social Affairs and 

Health, and for this reason it has a clear link-

age to the sector’s effectiveness objectives. 

The results of the Kaste programme will be 

monitored with the help of 19 statistical indi-

cators, according to plans. The programme’s 

objectives have been spelled out in the form 

of clear quantitative objectives, but informa-

tion is not yet available on the results of inter-

ventions during the initial stage of imple-

mentation. The text notes that an overall 

evaluation of the Kaste programme has been 

postponed to 2009.

On the basis of the above, the selection of 

the Kaste programme as a special theme of 

effectiveness reporting at this stage of the 

programme cannot be considered success-

ful. If the concept of effectiveness is under-

stood more broadly than the external effects 

of outputs separated from the process itself, 

the selection of the Kaste programme as a 

special theme can be justified for example 

on the grounds of the effectiveness of the 

preparation of the programme. If the minis-

try’s objective has been to provide informa-

tion on the effectiveness of measures during 

the planning stage of the Kaste programme, 

reporting should have been more analytical. 

The ministry should have compared key dif-

ferences between the Kaste programme and 

its predecessor, the Target and Action Pro-

gramme for Social Welfare and Health Care 

(TATO) with regard to planning and imple-

mentation. Shortcomings that were observed 



29

12  National Audit Office’s audit report 40/2002 The Target and Action Programme for Social Welfare and Health Care – the 

programme’s implementation and effect on local authorities.

in the implementation of the TATO pro-

gramme12 and its poor effectiveness on local 

authorities’ activities should have been pre-

sented openly, along with a description of 

how problems have been resolved better in 

the new programme model. Using a criti-

cal and comparative approach, the planning 

and implementation of the programme could 

have been evaluated from the perspective 

of effectiveness. The report did not consid-

er these perspectives in a comparative man-

ner, however.

4.4.6 The maintenance and recreational 
use of protected areas (Ministry of 
the Environment)

Conclusions

The effectiveness perspective is lacking 

in the special theme text for the most part 

and it does not provide essential supple-

mentary information for decision-making 

or social effectiveness. The underlying logic 

of reporting (objectives – action – outputs/

performances – impacts) has not guided the 

preparation of the theme text. The text is 

mainly descriptive and there is little analy-

sis. Figures have not been used to illustrate 

output-input relations. Tables mainly show 

inputs and do not provide information on 

objectives, results or impacts.

The text tells about different plans, aims, 

measures and events but these are not prior-

itised in any way. It is impossible to judge the 

significance or essentiality of the information 

in the text or its significance for performance 

and future development.

Indicators and key figures have been 

presented to some extent, but they do not 

describe the effectiveness of activities very 

well, being mainly concerned with perform-

ances and inputs.

Special theme reporting has not been able 

to move from miscellaneous facts to broader 

wholes and impacts or to place the theme in 

a broader framework. The theme is linked to 

an extensive field in which there are many 

actors and perhaps in some respects conflict-

ing objectives, but this is not discussed and 

the matter is not analysed. Risks, threats or 

conflicts regarding objectives and activities 

have not been analysed, nor does one obtain 

a clear picture of the adequacy of resources 

in relation to achievements and future objec-

tives, for example.

The special theme text does a fairly good 

job giving up-to-date information on current 

projects, plans and to some extent objec-

tives, but essential information on effective-

ness and the achievement of objectives in 

relation to applied resources is not supplied 

in the text. The usefulness of information for 

debate on social effectiveness or analysis is 

therefore fairly poor.

Audit findings

Conserving biodiversity and promoting the 

recreational use of nature are two basic 

objectives of protected areas. Nature conser-

vation objectives have priority and place re-

strictions on the recreational use of protected 

areas.

The special theme text says that promot-

ing tourism, nature tourism or the recreation-

al use of nature is included in the Govern-

ment Programme and Government resolu-
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tions13. Nothing more is said about objectives 

or their achievement, however, and terms are 

not defined. For example, there is no gen-

erally agreed definition of nature tourism14. 

The heading speaks of maintenance and the 

first sentence speaks of maintenance tasks, 

but these are not defined, for instance in rela-

tion to the management of protected areas. 

Nothing is said about the special features of 

national parks (35 in number) as large pro-

tected areas established on state land each 

covering over 1,000 hectares and open to the 

public, or about other state-owned protected 

areas or hiking areas (7 in number), which 

are intended for recreational use.

Metsähallitus (formerly the Forest and 

Park Service) is mentioned several times, but 

the text does not clearly describe its role and 

tasks or refer to the section on performance 

in the administrative sector of the Ministry of 

the Environment, in which Metsähallitus is 

discussed under a separate heading. Among 

other things this section says that Metsähal-

litus Natural Heritage Services manages 

state-owned protected areas and hiking are-

as under the supervision of the Ministry of 

the Environment, which provides financing.

One of the tasks of Metsähallitus Natu-

ral Heritage Services is to create possibil-

ities for nature tourism. On the other hand 

the Metsähallitus Group’s Wild North busi-

ness unit is responsible for marketing and 

selling (nature) tourism services. The group’s 

business operations and the relation between 

these and maintaining protected areas and 

promoting their recreational use, which is a 

public administrative function, have not been 

analysed in the theme text.

Potential or actual conflicts and problems 

are not described or analysed in the text. 

The priority of nature conservation objec-

tives over recreational objectives is not stat-

ed directly. There is no analysis of a possible 

conflict between nature conservation objec-

tives and recreational objectives. The theme 

text tells about practical measures aimed at 

trying to reduce the negative impacts of rec-

reational use but it does not analyse or eval-

uate the situation in any way. In connection 

with sustainable tourism the text notes that 

ensuring sustainability requires adequate 

resources for monitoring use and its impacts. 

No evaluation is made of whether resources 

are adequate, however.

The theme text notes that growth in the 

number of visitors increases the need for 

resources in maintenance tasks. A table 

presents financing for Metsähallitus Natu-

ral Heritage Services and the application of 

funds in 2008, but the content of figures is 

not explained. Metsähallitus Natural Herit-

age Services’ annual report for 200815 says 

that the overall condition of service equip-

ment remained good or fairly good on aver-

age, but 19 per cent of buildings and 12 per 

cent of bridges were in poor condition.

With regard to the total cost of recreation-

al use the theme text did a good job analys-

ing how a real decrease in financing, which 

is due to different reasons, endangers the 

maintenance of routes and structures that 

are important for tourism and how steps 

have been taken to adjust to the situation 

by improving productivity, reducing servic-

es and postponing investments.

Although indicators and key figures have 

been used to some extent in presenting infor-

mation, the presentation of indicators and the 

13  Government resolution on Finland’s tourism policy 21.12.2006, Government resolution on an action programme to develop the 

recreational use of nature and nature tourism 13.2.2003 (VILMAT programme).
14  Professor of Nature Tourism Liisa Tyrväinen, inaugural presentation, 28.2.2006, University of Lapland.
15  Final accounts and annual report for the public administrative functions of Metsähallitus in 2008. Nature Protection Publications of 

Metsähallitus. Series B 115.
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16  Ministry of the Environment report 1/2008: Key objectives and tasks in the administrative sector of the Ministry of the Environment 

in 2009–2012. The Ministry of the Environment’s performance objectives and resources for 2009.
17  Sustainable nature tourism principles project 2002–2003.
18  Final accounts and annual report for the public administrative functions of Metsähallitus in 2007. Nature Protection Publications of 

Metsähallitus. Series B 90.
19  The evaluation was conducted mainly in 2004 and the report was published in April 2005. Management Effectiveness Evaluation of 

Finland’s Protected Areas. Nature Protection Publications of Metsähallitus. Series A 147.

analysis of features still need to be improved 

considerably.

The theme text does not say which indica-

tors are effectiveness indicators and which 

are performance indicators. For example, 

positive feedback on the Luontoon.fi website 

and the development of the number of visitors 

are effectiveness indicators, while the devel-

opment of the number of visitors on the Luon-

toon.fi website is a performance indicator16.

The theme text does not say that Met-

sähallitus has defined principles for sus-

tainable tourism in protected areas and that 

sustainability is measured using indicators 

that are based on the Limits of Accessible 

Change (LAC) model. Principles for sustain-

able nature tourism were defined by Met-

sähallitus six years ago17. As early as 2003 

it was noted that the evaluation of sustain-

ability will be developed according to the 

LAC model and pilot areas were specified in 

2003. Special theme reporting should have 

presented indicator results and an analysis of 

them or an explanation of why results were 

not available.

The special theme text tells about impacts 

on the local economy, using the Pallas-Ylläs-

tunturi area as an example. It is good that 

information in money terms has been provid-

ed on economic impacts, but it is not possi-

ble to tell from a single example whether the 

observed impacts are average, above aver-

age or below average. The figures should 

also have been placed in perspective. For 

example, Metsähallitus Natural Heritage 

Services’ annual report for 200718 says that 

the impact of the recreational use of the most 

popular protected areas and nature tourism 

contributes about 250–300 million euros to 

local economies and creates about 3,500 per-

son-years of work at the annual level.

The text mentions external evaluations but 

only sketchily. It says that the latest inter-

national evaluation of the management of 

Finland’s protected areas was conducted in 

2005 and that the evaluation concluded that 

the level of management is good. Since near-

ly five years have passed since the evalua-

tion was conducted19, from the viewpoint of 

effectiveness it would have been good to tell 

what has happened as a result of the evalu-

ation and later on. To improve the efficien-

cy and effectiveness of nature conservation 

the evaluation team made a number of rec-

ommendations, on the basis of which Met-

sähallitus decided to develop its informa-

tion management and start publishing State 

of the Parks reports every five years. The 

State of the Parks report that was published 

in May 2007 provides an overall picture of 

the present state of the system of protected 

areas in Finland and the level of information 

on the subject, and the report can be used in 

evaluating the effectiveness of new protec-

tion measures and the management of pro-

tected areas.
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5 The spending limits procedure and fiscal 
policy reporting

5.1 Audit of the spending limits procedure  
in 2007–2011

The National Audit Office annually audits 

the financial management of the state and 

as part of it the information base for fiscal 

policy decision-making as well as the func-

tioning and effects of fiscal policy manage-

ment tools. A permanent audit subject is 

the reporting of true and fair information 

concerning the effectiveness of fiscal policy 

by the Government to Parliament. Special 

attention is given to the spending limits pro-

cedure. The main objective is to evaluate the 

functioning of the spending limits procedure 

as an economic steering and fiscal policy 

tool. Audit work in this area aims to deter-

mine whether the spending limits procedure 

has been transparent, whether the spending 

limits procedure has functioned in the in-

tended way and whether the spending limits 

procedure has achieved objectives.

The National Audit Office includes the 

most important findings regarding the ongo-

ing audit of the information base and effec-

tiveness of the spending limits procedure and 

fiscal policy each year in its separate report 

to Parliament on the audit of the final cen-

tral government accounts and the Report on 

the Final Central Government Accounts. The 

separate report to Parliament contains infor-

mation on compliance with spending lim-

its and the relation between spending limits 

and the final central government accounts on 

the basis of the audit findings of the Nation-

al Audit Office’s Financial Audit and Per-

formance Audit units. Reporting on the func-

tioning of the spending limits procedure as a 

whole will be presented in a theme report in 

2010. The theme report will consist of the key 

findings and conclusions of separate audits 

and annual monitoring. A separate report for 

the entire electoral period 2007–2011 will be 

completed in 2012.

Significance of information concerning 
fiscal policy options and reasoning

The current economic and financial crisis 

and reactions to it emphasise the need for 

the adequate documentation of fiscal policy 

decision-making and the preparation of 

decision-making. Evaluations of the impacts 

and risks of different options should be 

based on true and fair information. Using 

active fiscal policy as a tool to smooth busi-

ness cycles and in general a more active role 

for the public sector in the economy involves 

significant information problems. These 

concern the timing of stimulus measures and 

their withdrawal as well as the allocation 

and selection of public aids.

Basing fiscal policy decision-making on 

true and fair information and the adequate 

documentation of the reasoning used in deci-

sion-making draw attention to the question 
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of the significance and role of the handling of 

Parliament’s report on spending limits as part 

of the management of economic and fiscal 

policy. From a constitutional viewpoint it is 

easy to argue that Parliament as the supreme 

exerciser of fiscal power and related over-

sight power is ultimately entitled to decide 

on policies regarding the size and strategic 

development of public finances. Parliament 

has a constitutional right to receive true and 

fair information concerning fiscal policy deci-

sion-making options and reasoning. The fis-

cal policy information base and the prepara-

tion of fiscal policy as well as the perform-

ance and social impacts of fiscal policy also 

fall within the scope of Parliament’s financial 

oversight.

Spending limits are the key medium-term 

financial planning and policy tool for central 

government finances. Spending limits are 

also one of the most significant and effective 

tools used in the steering of state activities 

and finances at the group level. At the same 

time, however, spending limits are mainly a 

political planning tool used by the Govern-

ment. The balancing of public finances and 

related objectives are mainly taken into con-

sideration in setting spending limits as a 

whole. Since the primary objective of spend-

ing limits is to keep costs down, and since 

the goal has been to keep the spending limits 

procedure as simple as possible, state reve-

nues and tax subsidies have not been includ-

ed in the deliberation of spending limits. 

Thus revenues are not taken into considera-

tion in spending limits with the exception of 

a rule according to which the use of revenues 

exceeding 400 million euros from the sale of 

shares must be presented in spending lim-

its. The report on spending limits is present-

ed to Parliament in the middle of the spring 

term and the parliamentary handling of the 

report takes place in April. At the beginning 

of May the final central government accounts 

for the previous year and the Report on the 

Final Central Government Accounts, which 

contains essential information on the devel-

opment of public finances and risks, are sub-

mitted to Parliament. The budget proposal, 

which is submitted to Parliament in the mid-

dle of September, and the update of Finland’s 

stability programme that is prepared later in 

the autumn contain calculations regarding 

the sustainability of public finances and oth-

er matters that provide essential background 

on spending limits. The update of Finland’s 

stability programme is referred to the appro-

priate parliamentary committee for consid-

eration, as required by the Constitution. In 

deciding whether to increase documentation, 

one must also decide when and how addi-

tional documentation should be presented to 

Parliament.

Compliance with spending limits in 
fiscal year 2008

The current economic crisis puts the func-

tioning of the spending limits procedure to 

a real test in sudden and unforeseeable situ-

ations. The transparency of decision-making 

is now especially important. The signifi-

cance of adequate and true documentation 

is increased.

In the Report on the Final Central Gov-

ernment Accounts for 2008 the Government 

reports on compliance with spending limits. 

According to the Report on the Final Cen-

tral Government Accounts, spending lim-

its were complied with in 2008 despite the 

fact that the second and third supplementary 

budgets in 2008 contain stimulus measures. 

When spending limits were decided in May 

2007, an overall spending limit of 33,577 mil-

lion euros was set for 2008, at the 2008 price 
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level. In accordance with the spending lim-

its decision, spending has been revised tech-

nically through price and structural correc-

tions, after which the overall spending lim-

it was revised to 34,332 million euros at the 

2008 price level. The total amount of appro-

priations in the Government’s budget pro-

posal was 33,890 million euros, which left 

a reserve of 46 million euros in unallocat-

ed funds. In addition to the budget propos-

al the Government also submitted three sup-

plementary budget proposals to Parliament 

during the year. These included 714 million 

euros in additional appropriations.

On the basis of the National Audit Office’s 

audit, the evaluation of compliance with 

spending limits in 2008 can be considered 

true.

With regard to 2008 the audit was conduct-

ed by comparing the spending limits deci-

sion that was revised on 25 May 2007 with 

the calculated spending limits prepared by 

the National Audit Office for 2008, the budg-

et proposal for 2008 and the final Budget 

for 2008, which includes the actual Budget 

together with all the supplementary budg-

ets for 2008. Key problems in verifying com-

pliance with spending limits are connected 

to the documentation of price and structur-

al corrections.

In spending limits decisions structural 

changes have been presented in aggregate 

by item and price and cost level revisions 

according to the economic nature of spend-

ing by item group. Particularly from the 

viewpoint of managing structural changes, 

this increases the transparency of the spend-

ing limits procedure and makes it easier to 

prepare comparison tables.

In the table appended to the decision, 

some changes have been presented in a gen-

eral way, so the focusing of corrections can-

not be verified definitely from the decision. 

With regard to price indices one problem is 

that, although the applied indices together 

with their content and changes have been 

presented in the spending limits decision, 

the grounds for the corrections that have 

been made have not been presented for each 

index or in aggregate in the spending lim-

its decision.

The Ministry of Finance monitors com-

pliance with spending limits by comparing 

price and structurally corrected expenditure 

development with the Budget. This supports 

the curbing of growth in spending, which is 

the objective of the spending limits proce-

dure. In connection with the audit of com-

pliance with spending limits, the National 

Audit Office compared the corrected spend-

ing limits with expenditure according to the 

final central government accounts for 2008. 

In the light of the information in the final cen-

tral government accounts, it appears that the 

spending limits procedure has tended to curb 

spending in normal conditions.

The expansion of the global financial cri-

sis into a recession in all the developed 

economies in 2008 places new challenges 

on the spending limits procedure, however. 

This is particularly because spending lim-

its are dimensioned in connection with the 

first spending limits decision of the electoral 

term, in which case a strong turn in the busi-

ness cycle during the Government’s term can 

lead to a situation in which the dimensioning 

of spending limits is no longer appropriate 

for the situation. This problem is lessened by 

the fact that automatic stabilisers are outside 

spending limits.

At the present moment spending limits can 

be considered too insensitive to the handling 

of state revenues and changes in them con-

sidering the basic objectives of the spending 

limits procedure. The spending limits deci-

sion nevertheless includes an evaluation of 
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the balance of public finances and revenues 

and key tax policy lines. It is important that 

these are examined as a whole and are pre-

sented together in a single official document. 

In this respect the spending limits system has 

developed in a positive direction.

Adjustment of spending limits 
in the 2009 Budget and the first 
supplementary budget

The budget proposal for 2009 that was sub-

mitted in September 2008 was stimulative. 

Taxation was cut by 1.8 billion euros, ben-

efits for families with children and people 

with low incomes were improved, and sup-

port was provided for housing construction 

and repairs. Furthermore in autumn 2008 

additional stimulus measures were approved 

in the third supplementary budget for 2008 

and a revision of the 2009 budget proposal. 

The first supplementary budget proposal in 

2009 includes stimulus measures that put in 

motion projects costing 1.6 billion euros. The 

weakening effect on the balance of the state 

budget economy will be about 0.7 billion 

euros in 2009.

All in all the budget effect of these stimulus 

measures will be about 1.5 per cent of gross 

domestic product in 2009, according to the 

Ministry of Finance’s revised estimate. This 

is in line with the objective that was set in 

the European Economic Recovery Plan that 

was approved by the European Council in 

December 2008.

Estimating roughly the supplementary 

budgets for 2008, the 2009 Budget and the 

first supplementary budget for 2009 contain 

about 3 billion euros in stimulus measures. 

This includes about 2.3 billion euros in tax 

cuts and 0.7 billion euros in increased spend-

ing. Of the 2.3 billion euros in tax cuts, 1.3 

billion euros consists of cuts in income tax. 

The main focus of stimulus measures in Fin-

land is thus on taxation.

This creates the impression that, owing to 

the binding nature of spending limits, stim-

ulus measures revolve around expenditure 

that is excluded from spending limits as well 

as factors on the revenue side, such as tax 

cuts. This impression is strengthened by the 

fact that, according to decisions that were 

approved in the Government’s spending lim-

its session on 24 March 2009, the agreed lev-

el of spending will not be cut but increases 

in spending will be technical. The Govern-

ment is preparing 200 million euros in revi-

sions within the framework of spending lim-

its for the budget proposal for 2010.

The fiscal policy stimulus measures 

announced by the EU member states are 

divided more or less equally between reve-

nues or tax cuts and increases in spending. 

In Finland the fact that the focus of stimu-

lus measures is clearly on taxation means 

that the functioning of stimulus measures 

depends largely on consumers’ behaviour. 

Consumer demand in turn is influenced by 

the sharp slowing of economic growth and 

the darkening of consumer opinion as unem-

ployment increases.

Part of tax cuts will also used by consum-

ers to shore up savings. In Finland’s case one 

can justifiably expect that consumers’ cau-

tion and the savings rate in relation to dispos-

able income will rise. There is already pres-

sure for this in view of the fact that consum-

ers’ savings rate last year was -0.9 per cent 

according to preliminary national accounts 

data.

Important criteria for stimulus measures 

are their speedy impact and their temporary 

nature, so that once the recession is over, 

reducing spending will not be a problem. 

Most of the stimulus measures that have been 
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decided are one-off or temporary. Spending 

increases have been focused particularly on 

moving up renewal, repair and investment 

projects, which supports the speedy impact 

of spending increases if the implementa-

tion of projects can begin in 2009 and 2010, 

when the negative impacts of the recession 

on employment will be strongest, according 

to the baseline estimate. Permanent spend-

ing increases, such as increases in benefits 

for families with children and people with 

low incomes, account for only a small part of 

the total cost of stimulus measures. 

The Report on the Final Central Gov-

ernment Accounts for 2008 notes that the 

tax cuts included in stimulus measures are 

meant to be permanent.

The National Audit Office has also eval-

uated compliance with spending limits with 

regard to fiscal year 2009. The 2009 budget 

proposal and Budget were compared to the 

spending limits decision that was approved 

on 13 May 2008 and price and structural-

ly corrected expenditure development pre-

pared by the Ministry of Finance in con-

nection with the drafting of the Budget. At 

the time of the evaluation the Budget had 

been supplemented with one supplementa-

ry budget and this was taken into considera-

tion in the evaluation.

After the first supplementary budget for 

2009 the level of expenditure appears to 

be within spending limits, but the deepen-

ing of the recession will place considerable 

pressures on staying within spending lim-

its. It should be pointed out that expend-

iture excluded from spending limits has 

increased considerably. This is influenced 

by the functioning of automatic stabilisers 

and also by the increase in financial invest-

ments. One can say that the spending limits 

procedure has allowed investment in exper-

tise and innovations and the continuity of 

business and corporate financing through an 

increase in financial investments. Through 

financial investments the state’s share of the 

Aalto University’s capital has been chan-

nelled to supporting the innovation system, 

for instance.

The transparency of spending limits in 
2009

In Finland the economy and economic policy 

have been managed in an exemplary way 

by international standards. An international 

comparison shows that in Finland the infor-

mation content of parliamentary documents 

has been quite meagre, however. A lot of 

essential information is shared through 

unofficial networks and presentations. The 

grounds used in different calculations and 

the assumptions on which they are based are 

often not presented clearly enough so that 

an external evaluator could easily examine 

the assumptions behind calculations. The 

meagreness of official documents’ informa-

tion base also applies to spending limits. 

The spending limits decision for 2010-2013 

is, according to the objectives of the current 

spending limits system, limited temporally 

and focuses on the central government’s 

expenditure and individual measures. Its 

“mental focus” is also on the economic crisis 

and recovery, and it does not contain longer-

term development policies and strategies.

In this connection one should mention 

problems regarding the presentation of price 

and structural corrections in spending lim-

its decisions, although in recent years there 

has been a considerable improvement in the 

presentation of corrections compared with 

the spending limits for 2008-2011. On the 

basis of the audit findings of the National 

Audit Office, there is no reason to assume that 
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calculation in itself includes shortcomings or 

errors, but the lack of documentation and to 

some extent continuity between spending 

limits decisions and between spending limits 

and the preparation of the Budget is a serious 

shortcoming with regard to the transparen-

cy of the spending limits procedure. In 2008 

the Ministry of Finance prepared a descrip-

tion of the calculation process, which partly 

improves the transparency and documenta-

tion of calculation.

The Economics Department at the Min-

istry of Finance is responsible for assessing 

the impacts of economic policy measures and 

making sure that economic aspects are taken 

into consideration in policy decisions. One of 

the key tasks of the Economics Department 

is to produce data for the preparation of eco-

nomic policy and particularly the preparation 

of the Budget and the medium-term frame-

work budget. The Economics Department 

publishes an economic survey twice a year 

that contains a detailed analysis of the eco-

nomic situation and outlook. The survey that 

is published in September is also appended 

to the budget proposal. The spring survey, on 

the other hand, is published at the same time 

as the spending limits decision and contains 

background information on the decision. 

The economic survey that was published in 

March 2009 (Ministry of Finance Publica-

tions 16a/2009) served as a memorandum 

on spending limits - like the survey that was 

published in spring 2008. The economic sur-

vey is not officially submitted to Parliament 

as part of the report on spending limits, how-

ever, nor is it referred to in the spending lim-

its decision or the report on spending limits. 

If a key purpose of the spring economic sur-

vey is to serve as a memorandum on spend-

ing limits, it should be linked more clearly to 

the report on spending limits.

Basing fiscal policy decision-making on 

true and fair information and adequately 

documenting the reasoning behind decision-

making also raise the question of the signif-

icance and role of the handling of the report 

on spending limits by Parliament as part of 

the management of economic and fiscal pol-

icy.



38

5.2 Information concerning the central government’s 
financial position and the sustainability of public 
finances

Good financial management requires that 

the sustainability of the central government’s 

revenues, expenditure and balance as well 

as central government finances and public 

finances in general are examined as a whole 

and over a sufficiently long term. It is also 

necessary to present a sustainability sce-

nario for central government finances and 

remarks concerning the effects of operating 

methods on the level of taxation or the need 

to adjust public spending. Only then is the 

management of central government finances 

stable and credible and able to promote eco-

nomic stability.

According to the Report on the Final Cen-

tral Government Accounts, the surplus in 

central government finances was 0.8 per 

cent of gross domestic product in national 

accounting terms in 2008. Continued eco-

nomic growth has strengthened central gov-

ernment finances. In spite of this the central 

government’s financial position will go into 

deficit in 2009 in national accounting terms. 

Owing to the global financial crisis and stim-

ulus measures, the deficit is expected to grow 

in 2010. In 2011 the deficit is expected to be 

4.3 per cent of gross domestic product.

The Government Programme includes the 

objective that central government financ-

es will show a structural surplus of one per 

cent of gross domestic product at the end of 

the electoral period in 2011. This was also a 

key objective of the Government’s econom-

ic and fiscal policy in 2008 according to the 

general commentary in the budget propos-

al for 2008. According to a decision that was 

made by the Government at its policy ses-

sion on 23–24 February 2009, the structur-

al surplus objective set in the Government 

Programme can be temporarily suspended 

if decisions that strengthen public finances 

structurally are made at the same time. On 

the other hand, the Government is still com-

mitted to spending limits.

The objective of the spending limits proce-

dure is to manage and curb growth in budg-

et appropriations. Thus the spending limits 

procedure as a tool can be rather mechanical 

and lead to the making of small changes or 

the restricting of changes instead of evaluat-

ing activities and finances substantially, gen-

uinely and simultaneously. As a model it does 

not necessarily contain enough elements that 

would connect factors related to the sustaina-

bility of the Budget to the objectives of activ-

ities and ultimately their social effective-

ness. For example, information concerning 

development plans for foresight and educa-

tion have remained fragmentary in relation 

to key decision-making procedures for pub-

lic finances and financing, such as the spend-

ing limits decision and the Budget. Different 

plans and legislation also steer development 

in a conflicting direction to some extent. In 

addition to developing foresight it is neces-

sary to make better use of foresight and eval-

uation information in decision-making.

Information concerning central 
government revenues

Tax revenues form about 85 per cent of total 

revenues in the Budget. In the current eco-
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nomic situation the intake of tax revenues is 

subject to significant risks. The large-scale 

disturbance of international trade will cause 

a great deal of uncertainty in Finland’s 

economic development in the near future. 

Finland is a small open economy that is es-

pecially dependent on the recovery of export 

markets. Exports’ share of Finland’s gross 

domestic product is considerably higher now 

than during the slump of the early 1990s. If 

the upturn in the global economy is delayed 

and the recession in Finland consequently 

deepens, the development of tax revenues 

will be considerably weaker than has been 

anticipated in the baseline scenario.

The rapid ageing of the population 

presents a significant additional challenge 

for Finland. The lengthening of the inter-

national recession together with the ageing 

of the population can lead to a drop in pro-

duction potential in Finland. The baby-boom 

generation will begin retiring in 2010. If the 

global recession has not eased by then, pos-

sibilities for growth and the intake of tax rev-

enues will remain quite weak.

The most significant uncertainty factor 

regarding central government tax revenues 

is the recovery of the international economy 

from the current economic crisis. If the reces-

sion continues and deepens, tax revenues 

will remain considerably lower than project-

ed as a result of the reduction in economic 

activity. On the other hand it should also be 

noted that domestic stimulus measures and 

their success will have a significant influence 

in maintaining employment and consumer 

confidence, and therefore these measures 

will also influence tax revenues. Successful 

stimulus measures will increase economic 

activity and thus tax revenues.

With regard to central government tax rev-

enues one must also keep in mind that divi-

dends, profit crediting and interest payments 

have been a significant source of revenues 

even in fiscal policy terms, which have made 

it possible to maintain a high level of cen-

tral government spending and transfers. In 

the final central government accounts for 

2007 profit crediting contributed 2.273 billion 

euros and in 2008 2.423 billion euros accord-

ing to the budget implementation statement. 

The biggest items were dividends paid by 

state-owned companies and profit crediting 

by unincorporated state enterprises. These 

revenues will also decline sharply as a result 

of the recession.

The most significant risks mentioned in 

the Report on the Final Central Government 

Accounts for 2008 are the continuation of the 

global recession and the ageing of the popu-

lation. These factors will significantly weak-

en the balance of central government financ-

es. In spite of this, the analysis of revenues 

focuses on presenting figures for fiscal year 

2008, and future risks concerning different 

types of revenues are not discussed. This 

should have been done in the current excep-

tional situation, however.

The section of the Report on the Final Cen-

tral Government Accounts that deals with 

economic development and economic and 

fiscal policy notes that the pressure on public 

finances caused by the ageing of the popu-

lation has been evaluated using harmonised 

methods in the sustainability scenario pre-

pared by the EU’s Economic Policy Commit-

tee most recently in 2006. According to this 

scenario age-related expenditure is expected 

to increase in Finland by about 5 percentage 

points in relation to gross domestic product 

by 2050. In 2008 work went into preparing 

an updated scenario. The new scenario will 

be completed in spring 2009. The Report on 

the Final Central Government Accounts also 

notes that, owing to the weakening of the 

outlook for public finances, the 2008 stabil-
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ity programme update doubled the estimate 

of the sustainability deficit in public financ-

es compared with the previous year’s esti-

mate. The new estimate is 3 per cent of gross 

domestic product. Either public expenditure 

must be reduced or revenues increased by 

this amount by the beginning of the next dec-

ade for public finances to be on a sustaina-

ble basis. On the other hand the sustainabil-

ity deficit could be eliminated with structur-

al reforms that influence the sustainability of 

public finances over the longer term.

In the opinion of the National Audit Office, 

improving the sustainability of public financ-

es and central government finances will be 

a significant challenge for economic policy 

and the preparation of the Budget during the 

present spending limits period. It is neces-

sary to maintain strict control over expendi-

ture while making sure that the central gov-

ernment and other public authorities can 

support the economy’s growth potential and 

the renewal of the economy. It is likely that, 

in order to ensure the sustainability of cen-

tral government finances, it will be neces-

sary in the coming years to consider the lev-

el of public spending and the proper target-

ing of funds and to make decisions concern-

ing the reallocation of funds. It is extreme-

ly important with regard to public measures 

and spending to pay attention to the cost-

effectiveness of spending.

Information concerning central 
government debt

At the end of 2008 the nominal value of 

central government debt amounted to 54 

billion euros. At the end of the year 88 per 

cent of debt was long-term and 12 per cent 

was short-term. Central government debt 

was nearly 10 billion euros lower than at the 

beginning of the decade. In relation to gross 

domestic product debt fell to less than 30 

per cent last year. In spite of the reduction 

in debt, interest costs were slightly higher 

than the year before, which according to 

the Report on the Final Central Government 

Accounts was due to the volatile financial 

market situation in 2008.

Responding to the economic crisis is, how-

ever, clearly easier than if the level of cen-

tral government debt had been considerably 

higher than at present: additional borrowing 

will not lead as easily to an uncontrolled debt 

spiral since the starting level is relatively low. 

The low share of central government debt in 

relation to gross domestic product that has 

been achieved as a result of good econom-

ic and fiscal policy and the amount of central 

government debt provide manoeuvring room 

for the economy and central government in 

a recession. A low amount of debt is thus a 

factor that improves an economy’s ability to 

bear risk.

Debt can grow quickly; in the 1990s central 

government debt grew by 60 billion euros in 

just a few years. Central government debt is 

expected to rise to 64 billion euros by the end 

of this year and to 76 billion euros by the end 

of next year. From the level at the end of 2008 

central government debt is expected to grow 

by nearly 50 billion euros by the end of 2013 

or nearly double in nominal terms. So far the 

Finnish state has been able to borrow money 

at reasonable interest rates. With debt grow-

ing sharply, the risk is that the risk premium 

on loans will increase. The current account 

has also shown a deficit for the first time in 

years. A deficit in both central government 

finances and the current account has in prac-

tice been a factor that often leads to a lower-

ing of a country’s credit rating and thus a rise 

in the risk premium on loans. An increasing 

debt burden in any case reduces the econo-
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my’s and central government’s ability to bear 

risk.

Up to the middle of last year different coun-

tries received long-term financing on capi-

tal markets with quite similar risk premiums. 

Interest on the EU member states’ loans and 

the total costs of loans hardly varied. In late 

summer the difference in risk premiums on 

government loans began to widen.

Germany has traditionally been able to 

borrow money on the best terms. The other 

EU member states are generally compared 

with Germany. In the latter part of last year 

risk premiums on government loans began 

to widen so that Greece and Ireland, which 

are in the weakest position, pay about 2.5–3.0 

percentage points higher interest on loans 

than Germany. The Finnish government has 

also faced higher risk premiums, but these 

have only been about 0.5–0.75 percentage 

points higher than Germany. This means 

that the Finnish government still receives the 

second or third least expensive loans on the 

market. Finland is among the top countries 

among government borrowers along with the 

Netherlands and France, for instance. The 

Finnish government’s credit ratings for both 

short- and long-term borrowing were and 

remain the best that are possible.

The rise in Finland’s risk premium reflects 

investors’ generally increasing caution 

towards government borrowers more than a 

change in Finland’s risk position on the mar-

ket. It should be pointed out, however, that 

both credit rating agencies and investors 

constantly evaluate the success and sustain-

ability of different countries’ economic poli-

cy, including Finland’s. If suspicion arises on 

the market concerning the economic policy 

that is practiced or the level of debt or the 

increase in debt, market reactions can result 

in higher risk premiums on new loans and a 

lower credit rating for Finland.

Information concerning the central 
government’s financial position

In addition to actual fiscal policy stimulus, 

in the current economic crisis important 

measures are loans and loan guarantees 

granted to companies to ensure their financ-

ing. Guarantee authorisations have been 

increased as part of stimulus measures, and 

for this reason the central government’s out-

standing loan guarantees are rising sharply. 

According to the economic survey that was 

published by the Ministry of Finance in 

spring 2009, in 2008 5.4 billion euros worth 

of new state guarantees were granted, and 

at the end of 2008 outstanding state guaran-

tees totalled 15.3 billion euros.

The state guarantees included in the final 

central government accounts total 3.8 bil-

lion euros. The balance sheet in the final 

central government accounts and informa-

tion concerning guarantees outside the bal-

ance sheet are prepared only for the state 

budget economy. Consequently they do 

not include state assets and liabilities in 

off-budget funds or assets and liabilities 

of state-owned companies that would be 

included in consolidated accounts accord-

ing to the Accounting Act. Furthermore the 

balance sheet does not directly show the 

amount of the central government’s pen-

sion liabilities. In the final central govern-

ment accounts and notes, information con-

cerning the central government’s financial 

position is presented quite briefly through 

balance sheet values.

An examination limited to the informa-

tion in the final central government accounts 

does not allow the formation of a true and 

fair view of the central government’s finan-

cial position and associated risks. It is difficult 

to draw conclusions concerning the central 

government’s financial position particularly 
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over the long term in the light of the informa-

tion that has been provided. The central gov-

ernment’s financial position is also influenced 

significantly by commitments resulting from 

expenditure extending over several years as 

well as different central government liabili-

ties. For example, state guarantees are visi-

ble in budget and accounting figures only if 

they fall due or preparations are made to pay 

them in the Budget.

The Finnish state has 11 off-budget funds, 

which operate in six different administrative 

sectors. Their combined balance sheet was 

about 25.6 billion euros at the end of 2008. 

According to the results of a performance 

audit concerning the steering and adminis-

tration of off-budget funds, Parliament has 

not been provided adequate information on 

the basis of which it could form a true and fair 

picture of off-budget funds. The information 

that is received by Parliament concerning 

off-budget funds in the Report on the Final 

Central Government Accounts is scanty, and 

the off-budget position of funds reduces Par-

liament’s budgetary power.

In a report20 that it submitted to the Speak-

er’s Council on 2 May 2002, a parliamenta-

ry working group on reporting policies that 

was appointed by the Speaker’s Council stat-

ed that Parliament does not receive adequate 

information on the activities of off-budget 

funds. A working group on final accounts that 

was appointed by the Ministry of Finance 

noted in its report, which it submitted to the 

ministry on 31 March 2002, that improving 

information and accountability requires the 

harmonisation of legislation concerning off-

budget funds with regard to funds’ man-

agement organisations and responsibilities 

as well as bookkeeping, final accounts and 

accounting policies.

The Government proposal for an amend-

ment to the State Budget Act (GP 56/2003) 

noted that legislation concerning off-budget 

funds needs to be revised so that the require-

ments of good governance can be met and 

the necessary information on funds’ finances 

and activities can be included in the Report 

on the Final Central Government Accounts.

A proposal by the working group on final 

accounts, which prepared a proposal aimed 

at reforming reporting on the final central 

government accounts and procedures to 

ensure accountability, concerning an anal-

ysis of off-budget funds’ final accounts was 

not included in the Report on the Final Cen-

tral Government Accounts21. Proposals to 

harmonise legislation concerning off-budg-

et funds with regard to funds’ management 

organisations and responsibilities as well as 

bookkeeping, final accounts and accounting 

policies in order to improve information and 

accountability have not been implemented.

In the Report on the Final Central Gov-

ernment Accounts the possibility to provide 

additional information on off-budget funds’ 

activities has not been used. To improve Par-

liament’s budgetary power, the informa-

tion received by Parliament on off-budget 

funds should be increased. The Ministry of 

Finance should arrange the revision of legis-

lation concerning off-budget funds in order 

to include information on funds’ finances and 

activities in the Report on the Final Central 

Government Accounts, according to the prin-

ciples outlined by the working group on final 

accounts. Off-budget funds form such a sig-

nificant whole financially that, in studying 
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legislation under the direction of the Minis-

try of Finance, consideration should be giv-

en to issuing a joint report concerning funds’ 

activities to Parliament each year. The anal-

ysis of off-budget funds should be included 

in the Report on the Final Central Govern-

ment Accounts.

Forming a true and fair view of the cen-

tral government’s financial position and asso-

ciated risks based on the information in the 

final central government accounts requires 

that the Ministry of Finance takes steps to 

reform provisions on the final central govern-

ment accounts so that they include consoli-

dated information at the level of central gov-

ernment finances in addition to information 

on the state budget economy.

Information concerning tax subsidies

The amount of tax subsidies has been in-

creasing in recent years. Since the primary 

objective of spending limits is to keep costs 

down, and since the goal has been to keep 

the spending limits procedure as simple as 

possible, state revenues and tax subsidies 

have not been included in the deliberation 

of spending limits.

In evaluating the use of tax subsidies a 

key question is whether the preparation and 

monitoring of legislation regarding tax sub-

sidies is on an adequate level. An essen-

tial question is also whether there are oth-

er factors, linked mainly to central govern-

ment spending limits, behind the use of tax 

subsidies. For example, owing to the bind-

ing nature of spending limits, have stimu-

lus measures been focused on expenditure 

excluded from spending limits or on the rev-

enue side, such as tax cuts? The use of tax 

subsidies as a policy tool can be problemat-

ic. Tax subsidies are not automatically sub-

ject to the same kind of evaluation as budget 

appropriations. Tax subsidies are not subject 

to regular reevaluation, for instance, and no 

annual ceilings have been set on them. The 

difference in preparation and approval proc-

esses may lead to the steering of subsidies 

through the tax system. This is a risk particu-

larly when fiscal policy places restrictions on 

expenditure through such means as spend-

ing limits. As a result of inadequate monitor-

ing, tax subsidies can remain permanent or 

long-term. These aspects of tax subsidies are 

in conflict with the principles of good gov-

ernance. Under the direction of the Minis-

try of Finance a project has been set up to 

conduct a new study on tax subsidies. This 

study has not yet been completed. A report 

that has been called for by Parliament on the 

handling of tax subsidies as part of the cen-

tral government spending limits and budg-

et procedure has not been prepared, nor has 

the Government informed Parliament on the 

measures it has taken in this matter.



44

6 Steering systems in administrative sectors

The National Audit Office has audited the 

steering systems in the administrative sec-

tors of the Ministry of Justice and the Min-

istry of Social Affairs and Health. The main 

question was whether the steering system is 

adequate to deliver and ensure performance 

in the administrative sector. The audit did 

not evaluate performance in the administra-

tive sector as such but focused on the arrang-

ing of steering and steering methods in the 

administrative sector. The audit examined 

planning, management, reporting, account-

ing and evaluations systems, and internal 

control in the administrative sector.

The main focus in steering in the adminis-

trative sector of the Ministry of Justice is per-

formance management, which includes the 

direct operational expenses of the courts and 

agencies in the administrative sector. The 

core of the administrative sector of the Min-

istry of Social Affairs and Health, on the oth-

er hand, is the social security system, which 

includes social welfare and health services 

and income security. The different nature 

of the administrative sectors was a factor 

behind the focusing of audits on these areas.
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6.1 The steering system in the administrative sector of 
the Ministry of Justice

Conclusions

On the basis of the audit, the steering system 

in the administrative sector of the Ministry 

of Justice has not been able to link the 

funds appropriated by Parliament to the 

administrative sector sufficiently well and 

transparently to operational performance. 

Consequently the setting of objectives and 

performance reporting produced by the 

steering system in the administrative sector 

does not ensure accountability in a proper 

manner.

The steering system in the administrative 

sector nevertheless has well-implement-

ed parts and good practices in line with the 

principles of performance management and 

shows positive development. Planning doc-

uments and the arrangement of activities in 

the administrative sector clearly reflect the 

common goal of steering activities through 

performance objectives. The administra-

tive sector comprehensively uses effective-

ness and operational performance objectives 

according to the performance model. The 

presentation of descriptions of performance, 

in which information on objectives and their 

implementation is presented systematically 

together and closely linked to each other, is 

very good. As a rule actors in the adminis-

trative sector also do a good job reporting on 

those objectives that have been set for the 

period in question in the relevant documents.

Audit findings

The audit focused on the setting of objectives 

and performance reporting in the administra-

tive sector for the fiscal year 2008. In addi-

tion the audit examined the administrative 

sector’s organisation, planning system, per-

formance and management’s accounting and 

other monitoring, evaluation activities and 

internal control procedures. The audit also 

strove to produce information on whether the 

steering system in the administrative sector 

of the Ministry of Justice functions in a way 

that enables the production of true and fair 

information for decision-making inside the 

administrative sector and by Parliament. The 

information presented in the budget proposal 

and the description of performance in the 

Report on the Final Central Government Ac-

counts should - as a key part of the steering 

system - provide a credible basis for steering 

activities in the administrative sector.

The administrative sector of the Ministry of 

Justice has not been organised in operation-

al wholes according to performance manage-

ment principles. The ministry’s performance 

steering has concentrated strongly on two of 

its departments. There are few sets of objec-

tives that bind different actors and their activ-

ities together in the administrative sector. 

Particularly in the courts the lack of a central 

administrative unit has led to a large number 

of separate negotiating parties. This is the sit-

uation especially in the field of the general 

courts. In this case the performance manag-

er does not have negotiating parties that are 

responsible for sets of objectives. Objectives 

and responsibility for performance are frag-

mented and actors in the administrative sec-

tor do not necessarily have an opportunity to 

develop and formulate objectives together. 

This is underlined in the formulation of joint 
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objectives in different sectors of the admin-

istrative sector. On the other hand especially 

in the administrative courts and in the courts 

in general, according to the findings of per-

formance audits conducted by the National 

Audit Office, it has been considered impor-

tant for the courts’ management to maintain 

contacts with the ministry that are as direct 

as possible.

In evaluating the structures used in per-

formance steering of the courts, one must also 

consider the provisions in section 99 of the 

Constitution, according to which the Supreme 

Court and the Supreme Administrative Court 

are responsible for supervising the adminis-

tration of justice in their own fields of compe-

tence. According to background documents, 

the duties in section 99 include monitoring 

coherence in the administration of justice, 

processing times for cases and the adequacy 

of court resources, arranging negotiation days 

and taking care of training for personnel. The 

Supreme Court and the Supreme Adminis-

trative Court are therefore responsible main-

ly for monitoring the lower courts. This task 

is closely connected to performance manage-

ment. Under the direction of the Supreme 

Court and the Supreme Administrative Court, 

an annual report based on legislation regard-

ing the Budget is submitted on the general 

courts, the Labour Court and the adminis-

trative courts. A performance audit that was 

conducted by the National Audit Office con-

cerning the administrative courts found that 

in the administrative courts the presence of 

the Supreme Administrative Court in per-

formance negotiations is good for the flow of 

information. Steering, reporting and monitor-

ing by the Supreme Court and the Supreme 

Administrative Court particularly have sig-

nificance in matters regarding the quality of 

courts’ activities and its prerequisites.

There is a strategy document in the 

administrative sector for the period 2003-

2012. Since the period is so long, the docu-

ment needs to be updated from time to time. 

This has not been done very well, however. 

The social effects of the administrative sec-

tor extend over a long term, so the strate-

gy should be a key starting point in pursu-

ing performance objectives and in planning 

activities at the annual level.

The performance agreements with differ-

ent actors in the administrative sector have 

been compiled into an annual planning doc-

ument for the administrative sector. Planning 

and performance documents in the adminis-

trative sector are also easily available on the 

ministry’s website.

The key focus in planning and the prepa-

ration of planning documents should, how-

ever, be on administration’s internal plan-

ning of its own activities. It is important for 

the administrative sector to be aware of dif-

ferent planning documents’ significance and 

the content they require. The administra-

tive sector should prepare a description of its 

steering system. The functioning of the plan-

ning process in the administrative sector as a 

whole should be promoted by the better link-

ing of actors’ roles and different documents’ 

content regarding objectives to a scheduled 

flow chart.

To arrange credible and legitimate steering 

the administrative sector should consider the 

significance of courts’ and individual judges’ 

independence from the viewpoint of steer-

ing and management. Performance objec-

tives cannot be properly pursued without 

documented and jointly agreed policies and 

concepts regarding independence. Steering 

can naturally focus on courts’ operating con-

ditions and management frameworks. The 

content of steering should, however, ensure 

courts’ independence and autonomy in exer-

cising judicial power. Steering should pay 

special attention to ensuring the precondi-

tions for courts’ performance and good man-
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agement. On the basis of performance audits 

that have been conducted by the National 

Audit Office concerning the courts, important 

matters are the functioning and utilisation of 

information systems and the further develop-

ment of the criteria used in the measuring of 

performance and the evaluation of operation-

al efficiency and quality. Describing perform-

ance requires a broader range of indicators 

and criteria that take into consideration dif-

ferences in the nature and scope of different 

matters and types of matters, the total length 

of legal processes as prescribed in the Euro-

pean Convention on Human Rights and sec-

tion 21 of the Constitution regarding protec-

tion under the law and the case structure of 

individual courts and process chains for types 

of cases and changes in it. The administra-

tive sector should ensure the reliability of 

the monitoring of working time and the joint 

approval of criteria, since this is a key start-

ing point for the usefulness of steering infor-

mation, both in pursuing performance objec-

tives and simply in allocating resources.

The arrangement of accounting should 

be developed so that proper indicators can 

be developed and utilised. A special chal-

lenge is to link internal accounting with the 

active management of operational efficien-

cy at the agency and unit level and in the 

administrative sector as a whole. Accounting 

and the production of other steering informa-

tion should also be better able to promote the 

monitoring of the achievement of individual 

upper-level effectiveness objectives and ver-

ify the resources linked to them.

Objectives for the administrative 
sector of the Ministry of Justice in the 
budget proposal

In the main division’s explanatory part, 

performance objectives have been set in 

the budget proposal according to guidelines 

by policy sector in line with performance 

management principles. In the text in the 

explanatory part the matters that have been 

presented as objectives can be clearly seen 

under headings according to policy sector. 

Objectives have been presented in normal 

sentence structure and a single sentence 

may contain several objectives. There are 

about 20 sentences containing social ef-

fectiveness objectives in the main division. 

From these one can specify a total of over 

40 separate preliminary social effectiveness 

objectives that require reporting. Applied to 

a single budget year this amount can be con-

sidered quite large. One or more indicators 

have been attached to some of these objec-

tives in the main division or the objective has 

been stated as a numeric value.

In the main division’s explanatory part, 

effectiveness objectiveness have not been 

set for the prosecution service and legal aid 

offices, although these are significant func-

tions in the administrative sector. In general, 

with the exception of the above, effectiveness 

objectives cover the current field of activities 

reasonably well. In developing the presenta-

tion of objectives, the amount of money allo-

cated to activities should be reflected more 

clearly in weighting. The matters presented 

as objectives are by nature expressions and 

visions that are linked to the development 

or improvement of the situation. Since they 

lack a clear target level, they do not form a 

very good basis for real performance report-

ing.

Objectives have not been clearly defined 

so as to apply strictly to the budget year. 

They are often broad, long-term objectives 

and visions and even a reporting period of 

3-5 years is not sufficient for most of them. 

Concrete partial objectives for the budg-

et year and the medium term should be set 

for the objectives that have been present-
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ed. Many objectives are quite general and 

vague. They do not have a sufficient motivat-

ing influence on the actor. The goal of focus-

ing resources on effectiveness objectives or 

policies that connect them is not visible in the 

budget proposal.

In connection with the presentation of the 

objectives in the main division, the chap-

ters and articles in which there are measures 

designed to implement effectiveness objec-

tives and operational objectives regarding 

legal protection and criminal policy objec-

tives as a whole have been mentioned. It is 

positive that objectives presented at differ-

ent levels are linked together. The goal, how-

ever, should be a structure in which objec-

tives linked to a single upper-level objective 

are specified as a clear whole. Objectives 

presented at the main division level should 

form an objective hierarchy together with 

the objectives set for policy sectors, agen-

cies and actors in the administrative sector 

at the chapter and article level. How objec-

tives at the chapter level are linked to objec-

tives at the main division level is not suffi-

ciently clear. For many upper-level objec-

tives one cannot find lower-level objectives 

that support them.

The administrative sector employs clear 

and uniform headings for operational per-

formance objectives at the chapter and arti-

cle level. Objectives have been set for all the 

key actors in the administrative sector, gen-

erally quite comprehensively. Objectives 

have not been set so as to apply to the entire 

administrative sector, however. The time 

series that have been used are too short. The 

administrative sector should have followed 

a uniform practice in which results are giv-

en for at least three years, in which case one 

could see some sort of development trends 

in objectives.

The objectives in the administrative sec-

tor should show the hierarchic structure of 

objectives expressed clearly in indicators. 

The social effectiveness objectives in the 

main division of the budget proposal should 

be clearly linked to the effectiveness objec-

tives in the chapter explanations and appro-

priation proposals as well as agencies’ most 

important objectives and appropriations. 

The functioning of performance objectives 

should be improved so that their degree of 

achievement and linkage to resources can 

be reliably measured and evaluated. The 

coherent examination of time series and fig-

ures describing development over a suffi-

ciently long period should be increased. Pro-

ductivity and economy should be included in 

coherent objectives and steering concerning 

the entire administrative sector. The budg-

et proposal should make clear the resourc-

es allocated to each key social effectiveness 

objective. This is a natural starting point in 

developing performance management and 

particularly accounting. Shorter-term par-

tial objectives should be formulated for 

long-term objectives and visions. A report-

ing timetable should be presented for long-

term objectives.

The description of performance in the 
administrative sector of the Ministry 
of Justice in the Report on the Final 
Central Government Accounts

In the main division explanations in the 

budget proposal, key effectiveness objec-

tives were set for the administrative sector 

of the Ministry of Justice under policy sector 

headings. Reporting is based on the same 

headings, although the order of presentation 

is slightly different. The description of per-

formance focuses on the description of the 

achievement of key social effectiveness ob-

jectives according to guidelines. In addition, 

for some actors the achievement of key oper-
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ational objectives at the chapter and article 

level is reported quite comprehensively ac-

cording to guidelines. Objectives have been 

presented so that they are clearly separated 

and reporting is well linked to the setting of 

objectives. In an unfortunately large number 

of cases, however, reporting linked to objec-

tives is not of sufficiently good quality or 

does not focus on the objective very well. 

Little information has been provided on risks 

regarding the achievement of objectives and 

their connection to social effectiveness.

Tables have been used quite extensively. 

For the most part information on social effec-

tiveness has been reported in text form with-

out a longer-term examination, in which case 

a description of the development of effective-

ness over several years is lacking. The use of 

graphs and tables makes it easier to describe 

performance in relation to the objective and 

to express the degree to which the objec-

tive has been achieved. In describing per-

formance in the administrative sector, per-

centage differences between objectives and 

results have been presented well.

The text states in several places that objec-

tives have not been achieved. In most cas-

es an attempt has also been made to present 

reasons for this. Providing information on 

objectives that have not been achieved and 

the reasons for which objectives have not 

been achieved is part of good and impartial 

reporting.

In describing performance some actors’ 

personnel and costs for the past three years 

have been presented in table form. No link-

age between effectiveness and the appli-

cation of funds can be discerned, howev-

er. Reporting does a good job describing the 

number of outputs and measures and espe-

cially processing times. On the other hand, 

there is practically no reporting on produc-

tivity and economy, which are key factors for 

operational performance.

According to guidelines information has 

been provided on a special theme in the 

administrative sector. The theme is headed 

Promoting legal policy effectiveness through 

research. The text gives a good description of 

the role and significance of research in exam-

ining the effectiveness of the administrative 

sector and different operational sectors and 

producing information on which to base deci-

sion-making. The Report on the Final Cen-

tral Government Accounts does not reveal 

the grounds on which the topic was selected 

as a special theme, however. The theme has 

not been linked to the effectiveness objec-

tive in any way.

The description of performance in the 

Report on the Final Central Government 

Accounts should include a reference or link 

to broader reporting on performance in the 

administrative sector. This reporting should 

include information on the achievement of 

all the objectives that are mentioned in the 

budget proposal. To ensure accountabili-

ty according to performance management 

principles and the transparency of adminis-

trative activities, the description of perform-

ance should be presented as a clear whole 

in future. Evaluations of the social effective-

ness of activities in the administrative sec-

tor should be given a more significant role 

as part of reporting in future. The connec-

tion between agencies’ performance objec-

tives and broader social effectiveness objec-

tives should be clearly visible in the Report 

on the Final Central Government Accounts. 

On the basis of the Report on the Final Cen-

tral Government Accounts it should be pos-

sible to evaluate clearly the development of 

social effectiveness and the relation between 

agencies’ operational performance and the 

funds that are appropriated to the adminis-

trative sector.
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6.2 The steering system in the administrative sector of 
the Ministry of Social Affairs and Health

Conclusions

The steering system in the administra-

tive sector of the Ministry of Social Affairs 

and Health is adequate and functions well 

in most respects. The core of the steering 

system in the administrative sector is the 

Budget. The budget proposal gives a fairly 

good picture of the allocation of funds in the 

main division. Reporting to Parliament in 

the Report on the Final Central Government 

Accounts is also adequate in most respects. 

Information is provided on the achievement 

of most objectives, but objective levels are 

not presented clearly. Reporting presents the 

achievement of objectives, measures and 

resources separately, but there is not a clear 

connection among these three.

Strengths of the steering system appear to 

be particularly strategic long-term planning, 

the clarity and management of the perform-

ance management process, information pro-

duction structures and management’s com-

mitment to developing the steering system. 

The ministry has a strong tradition of stra-

tegic planning and the strategy is systemat-

ically updated. The financing of social wel-

fare spending can be evaluated over the long 

term with a transparent calculation mod-

el. Strategic lines have been included in the 

performance agreement and clear reporting 

and feedback channels have been created 

for performance management. The admin-

istrative sector has strong expertise in pro-

ducing information, and information struc-

tures in the administrative sector have been 

developed.

Another strength is the way the ministry’s 

management is committed to developing 

the steering system. In the present decade 

among the functions included in the steering 

system the structure and information content 

of the Budget, the organisational structure in 

the administrative sector, the content of per-

formance management and procedures, the 

information steering of local authorities, the 

structures of information production in the 

administrative sector, the measuring of pro-

ductivity, the division of the ministry into 

departments and the calculation and evalu-

ation of social welfare spending have been 

developed. With regard to the structure of 

social welfare and health services, the imple-

mentation of the restructuring of municipali-

ties and services is very significant. The sig-

nificance of all these changes for the func-

tioning of the steering system in the admin-

istrative sector and thus performance cannot 

be evaluated at this point.

Key challenges for the steering system 

in the administrative sector are the statute-

based distance of the steering system from 

the implementation of social security, the 

management of the preparation of legisla-

tion by the ministry, the management of the 

merging of organisations and the coordinat-

ing of reporting to Parliament. A special fea-

ture of the implementation of social securi-

ty is the independence of the implement-

ing organisations, which is partly based on 

the Constitution: the steering relation vis-à-

vis local authorities is largely set procedur-

ally and information steering is still being 

developed. There is no clear steering rela-

tion vis-à-vis the Social Insurance Institution, 

although the implementation of social secu-
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rity in quite strictly regulated in benefit leg-

islation. The ministry has strived to develop 

the preparation of legislation, but resources 

for this purpose are relatively small. The sig-

nificance of the preparation of legislation in 

economic planning underlines the legal basis 

of appropriations in the administrative sec-

tor. In reporting to Parliament the Report on 

the Final Central Government Accounts and 

the Government’s annual report are overlap-

ping in some respects. The conciseness of 

the Report on the Final Central Government 

Accounts places strict limits on the possibili-

ty to report on a broad operational field. The 

Report on Social Affairs and Health, which 

is submitted every four years, offers the best 

possibility to provide a thorough evaluation 

of social welfare and health policy over the 

longer term.

Audit findings

Provisions concerning the administrative 

sector of the Ministry of Social Affairs and 

Health are contained in the Government 

Rules of Procedure (2003/262) on the basis of 

the Government Act (2003/175). The admin-

istrative sector’s core is the social security 

system, which includes social welfare and 

health services and income security. The 

significance of the administrative sector is 

reflected by the fact that social expenditure 

in 2008 totalled about 48 billion euros or 

about 25 per cent of gross domestic product. 

The central government financed about 25 

per cent of social expenditure. Other sources 

of financing were employers and employees, 

local authorities and social security funds’ 

returns on investments.

The audit focused on the steering system 

in the administrative sector of the Ministry 

of Social Affairs and Health. The term steer-

ing system refers to the procedures and sys-

tems with the help of which the administra-

tive sector’s management strives to achieve 

and ensure performance in the administra-

tive sector. The main audit question was 

whether the steering system in the adminis-

trative sector of the Ministry of Social Affairs 

and Health is adequate to produce and 

ensure performance in the administrative 

sector. The audit question was divided into 

five parts, which concerned planning, man-

agement, reporting, accounting and eval-

uations systems, and internal control in the 

administrative sector. The audit did not eval-

uate performance in the administrative sec-

tor as such but focused on the arranging of 

steering and steering methods in the admin-

istrative sector.

Planning

The administrative sector of the Ministry of 

Social Affairs and Health has a clearly pre-

sented published strategy that is used as a 

framework and content guide for planning 

and monitoring documents. The strategy 

extends beyond government terms, as a re-

sult of which it has a conflicting timetable 

in relation to the Government Programme, 

but owing to the scope of social security and 

the need for long-term development this is 

understandable. The content of the strategy 

is sometimes loose and deals more with the 

organising of activities in the administrative 

sector than strategic choices.

The ministry has clear processes and pro-

cedures for revising the strategic plan. The 

ministry has participated in the Government’s 

foresight network and can take advantage 

of the materials that are produced in it. The 

ministry’s own foresight activities are strong, 

particularly in evaluating social expenditure, 
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in which a key tool is a long-term calculation 

model for the financing of social security. The 

model has recently been made more trans-

parent, reliable and easy to use.

In planning finances and activities the 

ministry has considered a four-year opera-

tional and financial plan unnecessary; oper-

ational planning relies heavily on the strat-

egy and financial planning is based on cen-

tral government spending limits. The budg-

eting guidelines that the ministry issues to 

the administrative sector are adequate and 

planning has been reasonably successful at 

the main division level; the net accumulation 

of appropriations in 2008 was quite close to 

the original budget proposal.

The structure of the Budget in the adminis-

trative sector is fairly clear and makes it pos-

sible to obtain a picture of the targeting of 

expenditure in the main division. The main 

division’s explanatory text presents the min-

istry’s main strategic lines with social effec-

tiveness objectives and indicators under 

them, which can be considered adequate for 

budget needs. However, the measures pre-

sented under strategic lines and objectives 

and the procedures for coordinating and 

steering them have not been presented logi-

cally and clearly, as a result of which it is dif-

ficult to see a connection between finances, 

activities and objectives. Objectives accord-

ing to budget guidelines are not always pre-

sented in chapter explanations.

Concerning the indicators used to meas-

ure effectiveness objectives in the Budget, 

the audit looked more closely at the use of a 

weight index to describe obesity in the pop-

ulation. The weight index in itself is a suita-

ble tool to measure obesity. The data collec-

tion method excludes data on children and 

young people, which would be important 

with regard to reducing obesity. Indicator 

information is artificially precise and results 

can change because of random fluctuations, 

when it would be more useful to describe 

trends in obesity. Clearly longer-term objec-

tives should be presented for budget propos-

als and not merely an estimate for the budg-

et year.

Management

With regard to management the audit ques-

tion was whether the administrative sector 

has a management system that allows set 

objectives to be achieved.

The organisational structure in the admin-

istrative sector has changed strongly since 

the beginning of 2009. From the viewpoint 

of performance management in the admin-

istrative sector, the organisational structure 

is now clearer and improves the ministry’s 

preconditions to steer subordinate agencies. 

The ministry’s division into departments also 

changed in 2008, according to the strategic 

lines in the administrative sector. The minis-

try was in the process of starting a study on 

the position of state community homes and 

mental hospitals in the administrative sector, 

but the study was dropped. The Government 

proposal and a committee report express dif-

ferent views on whether institutions’ current 

position is temporary or permanent.

The ministry’s operational plan is based on 

the Government Programme and the strategy 

for the administrative sector, and the struc-

ture of the plan is in accordance with central 

government performance terminology. The 

implementation of the operational plan has 

been monitored adequately by the ministry’s 

management group. The ministry’s planning 

of legislation is adequate, along with the 

monitoring of the preparation of legislation. 

The ministry has strived to develop the prep-

aration of legislation in accordance with the 
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Government Programme and to improve the 

evaluation of the economic impacts of legis-

lation. The ministry has a micro-simulation 

model that can also be used to evaluate the 

impacts of social benefits and taxation at the 

individual level in preparing legislation. The 

resources available for preparing legislation 

have been considered insufficient in view of 

tasks and requirements regarding the prep-

aration of legislation. This has been report-

ed to the ministry’s management in an ade-

quate way.

The performance management system in 

the administrative sector has been devel-

oped actively during the present decade. 

The performance management process has 

been described and provided with guidelines 

properly and central government perform-

ance terminology has been applied. The con-

tent of the performance agreement is guid-

ed by the strategy for the administrative sec-

tor and operationally also by the Government 

Programme’s policy lines. The performance 

management process included adequate 

reporting and feedback mechanisms. The 

four-year performance agreement period is 

reasonable: activities during the current year 

are placed in relation to longer-term devel-

opment and serve the achievement of long-

er-term objectives.

Substitute variables for units’ productivi-

ty and economy have been presented in per-

formance agreements. Together with Statis-

tics Finland the ministry has strived to cre-

ate indices for productivity at the unit level 

in the administrative sector, but indices have 

not yet been developed because of organi-

sational changes in the administrative sec-

tor and gaps in accounting systems. A corre-

sponding calculation regarding economy in 

the administrative sector has not been pre-

pared. Total operating costs in the adminis-

trative sector rose by about 2 per cent in real 

terms from 2005 to 2008. There are large dif-

ferences in changes in costs between units. 

Differences partly reflect changes in units’ 

tasks.

Key support functions in the administrative 

sector are financial and personnel adminis-

tration, information management, the steer-

ing of human resources, procurement and 

the management of facilities. Although sup-

port functions are in principle the responsi-

bility of each unit’s management, the minis-

try is responsible for steering and coordinat-

ing the arrangement of support functions in 

the administrative sector as a whole. In most 

support functions the ministry has developed 

suitable steering tools. Attention has been 

focused most clearly on the steering of finan-

cial and personnel administration, informa-

tion management and the steering of human 

resources.

A special feature of the administrative 

sector of the Ministry of Social Affairs and 

Health is that key functions regarding the 

implementation of social security are outside 

the scope of ministerial steering: social wel-

fare and health services are arranged by local 

authorities and income security is mostly tak-

en care of by the Social Insurance Institution 

and employment pension institutions. Oth-

er outside actors include the Farmers’ Social 

Insurance Institution, the Seamen’s Pension 

Fund, the Central Pension Security Institu-

tion, the Slot Machine Association and the 

Finnish Institute of Occupational Health. The 

ministry’s steering relation to these providers 

of social security varies greatly. The ministry’s 

steering of social welfare and health services 

arranged by local authorities has been exam-

ined in a number of audits that have been 

conducted by the National Audit Office. Crit-

icism has focused especially on the lack of 

information steering tools and weak steer-

ing effects. The ministry has emphasised the 
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development of information steering partic-

ularly as the task of the National Institute for 

Health and Welfare. The Social Insurance 

Institution operates as an independent pen-

sion institution under Parliament’s supervi-

sion, and the ministry does not steer or con-

trol its activities. In practice detailed benefit 

legislation steers implementation. In spite of 

the independent position of the Social Insur-

ance Institution, the exchange of information 

between the ministry and the Social Insur-

ance Institution has been considered ade-

quate at the official level.

A number of broad action programmes 

have been under way in the administra-

tive sector. The relations between pro-

grammes and the whole formed by them is 

not clear, which weakens the functioning 

of programmes as independent information 

steering tools. The reasons for starting pro-

grammes are different; in some programmes 

the motive is more coordination between 

administrative sectors or within the admin-

istrative sector, in which case the function-

ing of programmes should be evaluated from 

another perspective than as part of informa-

tion steering. In terms of content no conflict 

was observed between programmes.

Reporting

Audit questions regarding reporting were 

whether the reporting system in the admin-

istrative sector is adequate and whether the 

reporting system has produced true and fair 

information on activities, finances and re-

sults in the administrative sector.

Inside the ministry the reporting system 

to the ministry has been divided into three 

parts, which cover different periods: report-

ing on appropriations, the achievement of 

annual objectives and the entire performance 

agreement period. The division is reasona-

ble from the viewpoint of steering. Report-

ing on the use of appropriations is adequate 

for management needs. Reporting on the 

implementation of annual plans in the early 

autumn makes it possible to change activi-

ties. Reporting for the whole year in numbers 

also requires the ministry to evaluate those 

objectives for which clear indicators do not 

exist.

The final accounts of agencies in the admin-

istrative sector together with notes have been 

prepared properly in essential respects. The 

information presented in agencies’ annual 

reports regarding operational efficiency has 

contained gaps: four of seven agencies pre-

sented true and fair information on opera-

tional efficiency for 2007. In three cases the 

information that was presented could not 

be considered adequate, since it contained 

estimated costs and incomplete person-year 

information, among other things. 

The Ministry of Social Affairs and Health 

reports to Parliament on its activities in three 

reports that are prescribed by law: on its per-

formance in the Report on the Final Cen-

tral Government Accounts, on measures and 

activities based on parliamentary statements 

in the Government Annual Report, and on the 

state and development of public health and 

social security in the Social and Health Report.

The scope and period of reports differ 

considerably. The Report on the Final Cen-

tral Government Accounts and the Govern-

ment Annual Report are concise annual sur-

veys, while the Social and Health Report is 

a much broader general presentation that is 

submitted every four years. The reports are 

also handled by Parliament in different ways.

In the Report on the Final Central Govern-

ment Accounts for 2009 the Ministry of Social 

Affairs and Health reported on its perform-

ance according to the structure of strategic 
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lines. Compared to the Budget the theme of 

family welfare, which is based on the Gov-

ernment Programme, is not reported under 

a separate heading. The reporting struc-

ture - implementation of objectives, meas-

ures during the year and use of resources - 

was reasonable and easy for the reader to 

understand. Ministry-level measures were 

mainly presented, particularly the prepara-

tion or presentation of legislation and the 

preparation or implementation of nation-

al programmes. The report covered most of 

the objectives presented in the 2008 budg-

et proposal. The fact that information was 

not provided on every objective was due at 

least in part to the vagueness of objectives. 

Confirming accountability was hampered by 

the fact that the report did not clearly com-

pare results with the objectives in the Budg-

et. Many of the indicators in the 2008 Budg-

et appear to have been optimally set on the 

basis of the results presented in the Report 

on the Final Central Government Accounts.

Accounting and evaluation systems

The audit question regarding accounting 

and evaluation systems was whether man-

agement’s accounting and evaluation sys-

tems are adequate to produce true and fair 

information for planning, management and 

reporting in the administrative sector.

Information production structures in the 

administrative sector are in order for the most 

part.

Research responsibilities for tasks fall-

ing within the ministry’s scope have been 

defined quite comprehensively in legislation 

regarding agencies in the administrative sec-

tor. Responsibilities regarding the regulation 

of insurance and research on gender equali-

ty are loosely defined in legislation.

In the present decade a broad project has 

been conducted in the administrative sector 

to evaluate and develop information struc-

tures and the production, reporting and use 

of information. On the basis of the project, 

information structures in the administra-

tive sector were reasonably good and the 

project’s development proposals have been 

implemented in part. The project as such has 

ended and the ministry does not currently 

have a strategic steering tool for information 

structures in the administrative sector. Infor-

mation steering resources in the ministry are 

quite limited.

The ministry has also defined information 

production focuses in its performance man-

agement development projects. Numerous 

indicators have been included in perform-

ance management. The ministry has also 

strived to create indicators for productivi-

ty at the organisational and administrative 

sector level, but this work is still under way. 

Agencies’ cost accounting in the administra-

tive sector is mostly adequate for the moni-

toring and reporting of their own activities, 

but the administrative sector does not have a 

common cost structure.

Numerous evaluations have been con-

ducted in the administrative sector. The 

most comprehensive studies have concerned 

research institutions and broad reform and 

development projects in the administrative 

sector. Evaluations of individual functions 

and projects have also been conducted, but 

it is not possible on the basis of the audit to 

judge how comprehensive these have been. 

According to a previous audit, evaluations 

have not always had a strategic basis and the 

results of evaluations have not always been 

handled and utilised clearly.

With regard to accounting the administra-

tive sector lacks a harmonised accounting 

framework. Instead agencies produce cost 
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information concerning operational efficien-

cy in their own way. With the exception of two 

agencies cost information is based on subse-

quent calculations and cost information is not 

available during the fiscal year. Cost account-

ing information is in the main adequate for 

agencies’ own accounting, however.

Internal control

With regard to internal control the audit 

question was whether audit control is ad-

equate to ensure the proper and sound 

management of tasks in the administrative 

sector.

The functioning of internal control was 

evaluated on the basis of financial audits 

of agencies in the administrative sector. In 

financial audit reports for 2007 only one of 

the seven agencies in the administrative sec-

tor was cautioned about the arrangement of 

the internal control of performance account-

ing. On the other hand all the agencies have 

been cautioned about shortcoming in other 

aspects of internal control, mostly concern-

ing bookkeeping.

Three of the seven agencies in the admin-

istrative sector have internal audit func-

tions and one has a full-time internal audi-

tor. Financial audits have not contained cau-

tions on the arrangement of internal audit 

in recent years. The need to organise inter-

nal audit may change as a result of the 2009 

agency reforms.

Evaluation and approval statements 

regarding internal control have been issued 

properly in the administrative sector. On 

the basis of audits, statements and prepara-

tion procedures can be considered proper in 

essential respects and they are not in con-

flict with audit findings. An internal control 

and risk management evaluation framework 

based on the COSO ERM reference frame-

work is used in the administrative sector as 

a rule.

According to section 66 of the State Budget 

Decree, the ministry must issue a statement, 

including grounds, on the final accounts of 

an accounting agency in its administrative 

sector and measures warranted by the final 

accounts or the auditors’ report issued by the 

National Audit Office. On the basis of the 

audit, the ministry has issued statements, 

including grounds, on the final accounts of 

agencies in its administrative sector. The 

ministry’s own measures on the basis of final 

accounts and to improve performance can be 

considered adequate and appropriate in oth-

er respects as well.
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