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Opening remarks by Dr. Tuomas Pöysti, the Auditor-General of Finland and President of NAOF, at the meeting of the INTOSAI Working Group on Key National Indicators, Helsinki 13 April 2011
the auditor-general at the INTOSAI Working Group on key NATIONAL indicators: national key indicators are a significant for accountability in the inter-connected world
Dear Dr. Sergey Stepashin, Chairman of the Accounts Chamber of the Russian Federation and Chairman of the INTOSAI Working Group on Key National Indicators, 
Dear distinguished representatives of the members of the INTOSAI Working Group on Key National Indicators
It is my great pleasure and honour to welcome you to Finland and Helsinki to the Working Group meeting hosted by the National Audit Office of Finland. 

According to the Constitution of Finland the National Audit Office is one of the three independent constitutional oversight authorities together with the supreme legality overseers Parliamentary Ombudsman and the Chancellor of Justice. The National Audit Office of Finland (NAOF) is an independent authority of the Parliament with functional independence to Parliament itself. The NAOF is the external audit arm of the Parliament with the constitutional mission to assure and promote trust to the realisation of the principles of rule of law and democracy in state financial management and in public functions.  The NAOF carries out its audit mandate by conducting performance audits, which have emphasis on the effectiveness of governmental policies (policy outcomes), financial audit of the central government and underlying agencies, compliance audits and audits of the informational foundations and effectiveness of fiscal policy, in short fiscal policy audits. In addition to its external audit function the NAOF is the supreme legality oversight authority to election campaign finances and financing of political parties. To understand the position of the NAOF among the institutions of government an essential point of departure is that according to the Constitution of Finland the Parliament is clearly the supreme institution of the government, the President of the Republic being subordinated to the Parliament and the Government accountable to the Parliament. The Parliament has, in particular, unlimited budgetary powers, which means that the Parliament can change the Government budget bills as the Parliament deems fit without any legal governmental vetoes.

It is a particular honour to welcome and host a meeting of the Key National Indicators Working Group which is led by the Supreme Audit Institution of our neighbouring country, and the Chairman of it, Dr. Sergey Stepashin. We at the Finnish SAI are very pleased to the initiative our Russian friends made in proposing the establishment of this Working Group at the XX INCOSAI in Mexico City. I will use this occasion to express our gratitude to the Accounts Chamber of the Russian Federation and to Dr. Stepashin personally for the good organisation and stewardship of the Working Group and for the hard work you all have devoted to it. We find that this INTOSAI initiative is of particular significance and, therefore, it is among three strategic priorities of the international activities of the NAOF (fiscal policy audit and financial crises, environmental issues and good governance and strategic governance systems and indicators) representing key challenges to which we focus in our international activities.

Recent experiences and audit advice on key national indicators in Finland
The use of key indicators provide significant benefits in the realisation of the constitutional mission of NAOF. The NAOF has welcomed and supported recent developments in Finland in which key indicators are defined and target-setting and follow-up of public policies organised by using key indicators. The Prime Minister's Office, which in Finland is responsible for the follow-up of the governmental programme, has developed together with the Statistics Finland an information system based on key indicators, the findikaattori, available at http://www.findikaattori.fi (www.findicator.fi provides the opening page and list of indicators in English  but the main content is in Finnish).

In Finland we live now exciting times of general elections and preparation for the policies in the next electoral period. The NAOF has been providing audits of governance systems and additional advice to support formulation of recommendations to the next Government. A high level working group established by Prime Minister has just finalised its report with recommendations for the improvement of the leadership of the governmental activities and policies in the next electoral period commencing after the Parliamentary elections on 17th of April 2011 (Leadership of governmental policies in 2010 – Tools for better strategic work, in Finnish, Publications of the Prime Minister's Office, original in Finnish Hallituspolitiikan johtaminen 2010 –luvulla, valtioneuvoston kanslian julkaisusarja 7/2011). The aim of these recommendations is to strengthen strategic approach and agility and, to improve the information basis of governmental policy-making. The underlying analyses carried out in the working group emphasises the needs to respond to sensitivities and rapid changes in the economic and social working environments and ecologic working environments of government and governmental policies. 
To respond to these changes and sensitivities requires from the government strategic capabilities to foresight and reaction and flexibility in the use of governmental resources. The National Audit Office has participated in many ways to the work of this working group in the Prime Ministers Office gathering together representatives of the traditional main parties in the Government and opposition and representatives of permanent secretaries of ministries. The NAOF performance audit on the effectiveness of Government's policy programmes as policy governance tools was one of the foundations of the work performed in the working party (VTV tuloksellisuustarkastuskertomus Politiikkaohjelmat ohjauskeinona, 2010); additional support and insight was provided by the NAOF performance audits on the economic impact assessments in the Government's legislative bills (VTV tuloksellisuustarkastuskertomus Säädöshankkeiden valtiontaloudellisten vaikutusten arviointi, VTV 2011) and NAOF audit on the effectiveness of the fiscal ceilings as a governance tools of fiscal policy (VTV:n erilliskertomus eduskunnalle: valtiontalouden kehysmenettelyn vaikuttavuus finanssipolitiikan hallintavälineenä, K 21/2010 vp.). I as the Auditor-General had also the pleasure to participate to the working group and provide additional advice on how to improve leadership and governance.
Key indicators have a clear role in the recommendations of the working group. Point of departure is already fairly good that there are many good and fairly timely statistics available in Finland. The Government and Statistics Finland has also constituted a key indicator system, Findikaattori (www.findikaattori.fi) which provides in a nutshell some core indicators describing the state of society in Finland, accompanied by short interpretations and graphics. Indicators are organised in substantive areas but also on the basis of the targets in the Governmental Programme – the coalition agreement providing the foundations to the politica work of the Government. According to the recommendations of the PMO working group the negotiations for the formation of the new government should be further facilitated by providing in a memorandum a systematic and reliable information basis for the negotiations for the new coalition agreement and governmental programme. Governmental programme should contain priority policy themes and clear targets for the economic and fiscal policies, expressed as targeted (structural) balance of public finances and central government finances. The government should apply knowledge and evidence based decision-making and this can be supported by establishing a strategic research and evaluation programme for the Government. In addition to research the Government needs up-to-date indicator-based information on the state and trends in society and on the impacts and effectiveness of governmental policies. The follow-up procedures for the governmental programme are recommended to be digital using the Government's current intranet (Senaattori) and the Findikaattori –service as platforms. The indicators should not only cover economic indicators but also social conditions, security and state of the environment. Social conditions should, according to my advice, also cover the state of the legal system and rule of law, transparency and corruption. The indicator based information on the current trends and phenomena will be systematised in the Government's web-platform under the priority policy themes established in the Governmental programme. Key indicators will be defined to all priority themes. 
My recommendation as Auditor-General is that the choice of key indicators should also signal genuine political choices and policy choices on what is considered important. For example, setting the targets for economic and employment policy as the unemployment rate or overall employment rate does not tell of the same priorities and, thus, an eventual choice between these two indicators signal also a genuine political prioritisation.
The role of the National Audit Office is not to develop the indicators or the reporting systems. We, instead, have encouraged and recommended development and use of indicator-based target setting and reporting systems. In Finland the Government has an obligation to report the Parliament on the effectiveness of Governmental policies and National Audit of Finland audits whether the Government reporting give a true and fair view on the development of the effectiveness of governmental policies. This already is a wide and very challenging audit mandate. We also at the NAOF audit the reliability and sufficiency of information basis of public policies and there we fairly systematically have a look to the use of indicators in the setting of the policy targets. The NAOF has, thus, a variety of audit approaches and products in which we can have a look to the use and the quality of the indicators. The external audit has then a clear role in the promotion of knowledge-based decision-making and systematic follow-up, which itself improves rationality of public action and pre-empts faith-based policies. The democratic value of all this is the creation of informational foundations for societal debate and deliberations, which are among the constitutive pillars of a functioning democracy. In addition, the NAOF uses and will use key indicators to inform general public in our own audit and parliamentary reports on the governmental performance and state of society.
Some challenges for Supreme Audit Institutions emerging from the NAOF experiences

The NAOF and Finnish government experience tells also of some of the fundamental challenges in the use of key indicators as strategic tools in the work of government. Apart from the classic but very topical challenges on which are the good key national indicators the use of key indicators faces additional challenges of human cognition and economics of information. Members of the Government and executives of the governmental services live in the over-flow of information under serious time constraints. Thereby a vision in which a decision-maker is surfing among various information systems and thick reports is often a fallacy. Key indicator systems and reporting should, therefore, support human cognition and be relevant for political decision-making and managerial leadership, which as disciplines ands skills have somewhat different approaches and thereby different needs. The relevance is facilitated by the fact that indicators are linked to the political priority themes for the government and that information based on key indicators is interpreted to the decision-makers. 
Digital platforms make information easier to update and facilitate presentation but still careful consideration should be given how this information is interpreted and transmitted to the governmental decision-making. Organised strategic overview sessions of the Government and its senior civil servants following a situation room approach known from the military and security sectors and combined with the best practises of the private sector corporate boardrooms will facilitate up-to-date reporting, use and joint interpretation of the information derived from the key indicators. Lessons for Supreme Audit Institutions is that in addition to promotion of the establishment of good systems of indicators, which is a formidable task, we shall also endeavour taking good advantage of them in the work of government and assurance of accountability.
The current world is a world of inter-connectedness. Our nations and countries are linked to each other in ways which we can hardly realise. The last global financial crisis and economic recession showed how private sector financial markets, particularly banks, and sovereign balance sheets are very closely inter-connected. The banking sector balance sheets have a clear impact on the government balance sheet. The measurement of this linkage is still at the initial beginning. The linkage between financial market actors and sovereign balance sheets extends also to real economy as the Finland's experience in 2009 showed when the GDP fell 8 % even though financial sector in Finland was sound and there were no main domestic cause in Finland for economic downturn. The recession was fully a result of a spill-over from international financial markets to real economy. Similar linkages exist between issues of social and environmental sustainability and sustainability of public finances. For examples, many governments endeavour the reduction of carbon-dioxide emissions and improve the sustainability of public finances and on the same times the use of fossil fuels is encouraged by wide-schemes of tax subventions and even direct subsidies (see OECD and IEA analyses on this). 
The challenge of the world inter-connectedness to national key indicators is to capture the issues of systemic governance, to measure the systemic risks expanding beyond single policy area to other policy areas so that our governments, parliaments and citizens would be better informed about the overall state of our nations and impact of our policies. Highlighting these inter-connections and linkages is a task for us as Supreme Audit Institutions since our specific expertise as the external auditors of the government lies in the governance issues.
I believe that we'll have informative two days a head and I wish us all success in the important work we are carrying out in the area of national key indicators.
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