Conclusions and recommendations of the
National Audit Office

Building capabilities in the development programmes of
the Finnish Defence Forces

The audit examined the planning and building of capabilities based on the Finnish
Defence Forces Development Programme. The Finnish Defence Forces
Development Programme is a 12-year plan, drawn up every four years, for
developing the capabilities of the defence system. The aim of the Programme is to
ensure long-term and balanced development of the defence system.

The audit was launched because of the significance of the development of
capabilities for central government finances. In 2023, over EUR 1.9 billion was
allocated to the item ‘Defence materiel procurement’ (27.10.18), which is the
most essential budget item for the implementation of the Development
Programme. There is hardly any information available from public sources on the
Finnish Defence Forces Development Programme and its implementation, as the
matters are largely classified.

The defence administration's procurement authorisations and appropriations
will increase significantly in the coming years. As the security environment
changes and defence spending increases, special attention must be paid to the
capability of the Finnish Defence Forces to implement materiel development.

The Finnish Defence Forces steer and monitor
development programmes systematically

The Finnish Defence Forces Development Programme consists of nine
development programmes, which are further divided into sub-programmes and
projects. The overall structure of the development programmes is clear and seems
to progress logically. The activities are steered comprehensively by several
internal regulations of the Finnish Defence Forces, which are well known to the
personnel. The personnel consider the regulations to be mostly clear and readily
applicable in practice, and they are also developed actively.

The strategic planning process model of the Finnish Defence Forces is
comprehensive. However, because of its scope, it is somewhat inflexible,
particularly if there are rapid changes in other actors' objectives and their
capabilities' threat potential. The Finnish Defence Forces manages the process of
building capabilities, which follows the strategic planning, using several different
instruments, such as project and life cycle models and related monitoring and
audit mechanisms. They support the effective building of capabilities.

The Finnish Defence Forces have, for the most part, monitored the
implementation of development programmes comprehensively. Although the
development programmes are of considerable significance to central government



finances, they appear only indirectly in the performance agreements between the
Ministry of Defence and the Finnish Defence Forces. The current strategic planning
processes of the Finnish Defence Forces and the Ministry of Defence are also
somewhat separate from each other.

Capabilities are not always developed holistically

Capabilities and the follow-on effects of their development consist of eight
different components. The follow-on effects are assessed at different phases of
planning and implementation, but their practical management has remained
inadequate in several of the projects examined in the audit. The audit revealed,
among other things, that, despite planning, storage facilities may not be available
in a timely manner for the capability that is being built. Similar examples were also
found in maintenance and personnel needs. Problems in the management of
secondary effects hinder the comprehensive building of capabilities. At worst,
they may lead to a considerable risk to central government finances, where the
life cycle of the procured defence materiel proves shorter than planned, for
example due to inadequate storage or maintenance.

The funding for capabilities is divided between two budget items. Materiel for
capabilities built in projects is procured using appropriations under the item
‘Defence materiel’ (27.10.18), whereas the funding needed for managing
secondary effects comes almost exclusively from the item ‘Operating expenditure’
(27.10.01). It is important that the funding plans under these two budget items
are balanced and closely interconnected.

Expertise and flow of information are essential for the successful planning and
implementation of development programmes. Officers serving in the Finnish
Defence Forces typically follow a career path marked by a 2—3-year job rotation.
The job rotation causes personnel changes and leads to problems, particularly in
the transfer of tacit knowledge.

Project schedules have often been prolonged

Based on the projects examined in the audit, the internal project guidelines of the
Finnish Defence Forces are properly followed. The projects are highly different in
nature and typically very long in duration. However, projects are not always closed
promptly, as the official closure can be delayed by the completion of a single
detail.

Within the audit scope and time frame, it was not possible to comprehensively
verify that the projects meet their objectives and remain within the budget. The
Finnish Defence Forces have, through life cycle audits, verified the projects'
maturity to transition from one life cycle phase to another. According to the audit
findings, the projects have achieved their interim targets, and capabilities have
been built in line with the objectives. However, a number of the projects examined
have progressed more slowly than planned, although the reasons have largely
been beyond the projects' control.



There have been problems in the functioning of the
commissioning procedure

The Finnish Defence Forces Logistics Command plays a key role in the
implementation of development programmes. Projects issue commissions to the
Logistics Command, which then prepares the procurements related to building
materiel capabilities with both technical and commercial considerations, and
implements the procurements. However, the commissioning procedure has not
functioned optimally. The issues with the procedure have included commissions
not being received as planned, the model for processing commissions at the
Logistics Command, and the variability in the information content of the actual
commissions. In 2024, the Logistics Command launched a development project to
pilot new operating models. Based on the audit, the development activities
launched by the Logistics Command are going in the right direction.

The audit paid attention to the adequacy of the Logistics Command's
personnel. The shortage of personnel causes delays in the processing of
commissions, which may be reflected more broadly in the building of capabilities.

The budgeting of procurement authorisations is heavily
front-loaded

Parliament has granted the Finnish Defence Forces a considerable number of
authorisations under which the Defence Forces can conclude contracts for
materiel procurement. For example, in 2023, Parliament granted the procurement
authorisation ‘Materiel development of the Finnish Defence Forces 2023’,
amounting to EUR 827 million. Under the law, regulations and guidelines, the
procurement authorisation is available only during the financial year in the budget
of which it was included. The audit found that, on average, around 40 percent of
the procurement authorisations ‘Materiel development of the Finnish Defence
Forces 2023’ under the ‘Defence materiel’ item (27.10.18) remained unused
during the year they were originally granted.

Unused authorisations from the previous financial year can be renewed in the
following year's budget, and in the case of defence materiel appropriation, this is
a common practice. There should be a justified reason for renewing the
authorisation, and it should be presented in the explanation and context of the
item or class. However, based on the audit, no justification has been presented in
the budget proposals for 2015-2023 for renewing the authorisation ‘Materiel
development of the Finnish Defence Forces’.



Recommendations of the National Audit Office

1.

The Finnish Defence Forces should pay attention to building capabilities as a
comprehensive entity and issue guidance to ensure that the funding plans for
capabilities are balanced between the materiel and operating expenditure
items.

. The Finnish Defence Forces should continue to develop the commissioning

procedure and enhance the operational management of the Logistics
Command and the monitoring of commissions.

. The Finnish Defence Forces should implement the personnel strategy

objectives of gradually slowing the job rotation, high-quality induction and
ensuring the transfer of tacit knowledge from one role holder to another.

. The Ministry of Defence should include indicators describing the

implementation of development programmes in the performance agreement
of the Finnish Defence Forces.

. The Finnish Defence Forces and the Ministry of Defence should coordinate

their strategic planning processes.

The Finnish Defence Forces and the Ministry of Defence should pay attention
to the correct timing of budgeting of procurement authorisations and ensure
that projects have sufficient procurement readiness when procurement
authorisations are proposed for the budget.

. The Finnish Defence Forces, the Ministry of Defence and the Ministry of

Finance should pay attention to the presentation of justifications for the
renewal of procurement authorisations in budget proposals.
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