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Budgetary Governance in Practice: Finland 

Economic context  

Boosted by exports, output growth in Finland will remain strong in 2018-19 but is likely to 

slow somewhat, as private consumption softens due to the impacts of wage moderation and 

rising inflation on household real incomes. Investment in construction is also set to 

decelerate, but export demand and the implementation of some major industrial projects 

will support business investment. 

Fiscal policy plans 

The fiscal policy objective is to bring living on credit to an end in 2021. The Government 

also aims to cover the EUR 10 billion sustainability gap through actions instantly enhancing 

the general government finances, measures supporting growth and employment, and 

reforms strengthening general government finances. In addition to the debt target the 

Government has set targets for central government (deficit no more than 0.5% of GDP), 

local government (deficit no more than 0.5% of GDP) and the social security funds 

(earnings-related pension funds surplus 1% and other social security funds financial 

standing 0% of GDP) during the parliamentary term (until 2019).  

 
  

A: Fiscal Balance and Public Debt B: Fiscal Policy Plans

C: Public Investment D: Expenditure by function (2016)

Information on data for Israel: http://dx.doi.org/10.1787/888932315602.

Source : OECD National Accounts Statistics (database).

Note: The graph is referring to government investment as a 

percentage of GDP and as a share of total government 

expenditures.

Source:  OECD National Accounts Statistics (database); Eurostat 

Government finance statistics (database).

Note: The graph is referring to general government fiscal balance 

and general government gross debt as defined in the OECD 

National Accounts Statistics.

Note : The graph is referring to Fiscal Policy Plans that are 

implemented and/or officially announced as of November 2017 

and as indicated by the country. Actual results in graph A may 

differ as the Fiscal Policy Plans are prepared by the country 

beforehand and as the Debt and Balance Plan reported by the 

country are based on the country’s own definition; Data are 

referring to general government.

Source: OECD National Accounts Statistics (database); 

Eurostat Government finance statistics (database).

Source: 2018 OECD Fiscal Plans and Budgeting Framework 
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Developments in budgetary governance  

The Finnish budget framework is characterised by a spending limits system that has been 

in use in central government finances since 1991. The spending limit system was reformed 

in 2003 but remains well respected and spending limits are never exceeded. 

Recent budgetary developments include the development of fiscal oversight. The National 

Audit Office (Fiscal Policy Function) gained responsibility for reviewing compliance 

against fiscal objectives in 2012 and the Economic Policy Council - in charge of fiscal 

policy assessment - was established in January 2014 in charge of fiscal policy assessment. 

A participative approach to budgeting has not yet been integrated into the budget 

procedures. 

 

 

Central Budget Authority 

Budget Department at Ministry of Finance 

 

Weblink: http://vm.fi/en/departments 

Legal Framework 

Extensive budget-related provisions are contained in the written 
constitution, which has an entire chapter devoted to state finances. 
It defines the form and structure of the annual budget as well as the 
roles and responsibilities of different stakeholders and requirements 
for legislative authorisation. The State Budget Act also contains 
provisions in these areas and gives legal underpinning to the MTEF. 
It also states that “provisions concerning the stages of and 
procedures to be followed in the preparation of the budget proposal 
may be issued by government decree”. Thus, the State Budget 
Decree 1992 and Parliament Rules of Procedure specify these rules 
in more detail, setting the budget calendar and specifying the 
content of ministerial budget submissions. 

 

 
 

Budget coverage 

The executive’s budget applies to central government. The budget 
documentation discloses all central government revenue, expenditures, 
and financing by ministries, agencies, extra budgetary funds, and social 
security funds. A few entities classified as extra budgetary funds are not 
included in the budget documentation but they are included in the general 
government reports. 

 

The MTEF establishes spending limits for central government. These 
cover most budgetary central government expenditure but not for 
example tax expenditure and extra budgetary funds. 

Budget cycle 

Budget circular May 

Pre-budget fiscal policy statement April 

Negotiations with line ministries August 

Executive budget proposal September 

Parliamentary vote on budget December 

 Start of financial year   1 Jan 

In-year budget execution reports N/A 

Mid-year implementation report  N/A 

 End of financial year   31 Dec 

Year-end financial statement April 

Audited financial report  May 

Parliamentary accounting May 

 

  

http://vm.fi/en/departments
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Note: Rows in bold represent notable international practice 

  

Finland’s application of OECD budget principles “at a glance” 

 

1. Fiscal policy objectives In addition to EU fiscal rules, Finland has a system of national fiscal rules in place: an 
expenditure rule which sets a cap for central government spending for the electoral period 
which has been complemented by balanced budget and deficit targets. 

2a. Strategic alignment  The Government Programme sets out fiscal objectives and the spending limits for the four-year-
period.  

2b. MTEF  Finland introduced the medium-term perspective into the process of budgetary planning in 
the mid-1990s. It now has a well-established MTEF which has been in place since 2003 and 
sets global expenditure ceilings for central government at the start of each four year 
parliamentary term, updated annually. Spending limits are never exceeded. 

3. Capital and infrastructure  All major investment projects are subject to open and competitive tender and medium-term 
obligations are disclosed, but not all cost-benefit analyses are published before approval. 

4. Transparency and accessibility A citizen’s guide is produced in relation to the budget proposal and the approved budget. The 
budget proposal, the approved budget, supplementary budgets and year-end budget execution 
reports are also available in open data format. 

5a. Parliamentary engagement The parliament discusses pre-budget fiscal policy and must approve the annual budget. Budget 
legislation is referred to the Finance Committee and its report is used as a basis for the vote on the 
budget, taken in a single plenary session. The parliament has unlimited powers of amendment.   

5b. Inclusive public / civic debate A participative approach to budgeting has not yet been integrated into the budget procedures. 

6. Budget accounting and financial 
reporting 

Finland employs accruals to differing degrees in its budgeting and financial reporting functions. 
The annual financial report is on full accrual basis whereas the budget operates on a mixture of 
cash and accrual basis.  

7. Budget execution The Government does not use a treasury fund but a consolidated account that is administered by 
the State Treasury. 

8a. Performance budgeting Performance agreements between sector ministries and their agencies form the core of the system. 
They are morally, not legally, binding; document of mutual understanding. Budget documentation 
contains targets for and reports on the outputs and outcomes.  

8b. Evaluation and VFM There is a general aim and recommendation to have agencies evaluated on approximately four to 
six year intervals. In addition to agency evaluations, there are policy evaluations, which are in 
certain areas a statutory requirement. 

9. Fiscal risk and long-term 
sustainability 

Reports on fiscal risks and long-term fiscal sustainability are publicly available, but are not 
presented in parliament.  

10. Quality assurance and audit The National Audit Office (Fiscal Policy Function) reviews compliance against fiscal objectives. 
The Economic Policy Council was established in January 2014 in charge of fiscal policy 
assessment.  




