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Abstract

The Sustainable Growth Programme for Finland will support growth that is ecologically,
socially and economically sustainable in line with the aims of the Government Programme.
The Sustainable Growth Programme will boost competitiveness, investment, research,
development and innovation, and efforts to raise skill levels. Funding for the Sustainable
Growth Programme for Finland will be from the EU’s one-off recovery instrument

(Next Generation EU).

The Next Generation EU recovery package is divided into seven parts, of which the Recovery
and Resilience Facility (RRF) is the largest by far. Each Member State must present a national

Recovery and Resilience Plan in order to receive RRF funding. Finland’s Recovery and Resilience
Plan will form part of the Sustainable Growth Programme for Finland.

The ministerial working group on sustainable growth in Finland has outlined the general
objectives of the programme:

- Decrease in greenhouse gas emissions
- Productivity growth

- Raising the employment rate

- Faster access to care

- Progress in equality

This programme consists of four sections:

1) Agreen transition will support structural adjustment of the economy and underpin a
carbon- neutral welfare society

2) Digitalisation and a digital economy will strengthen productivity and make services
available to all

3) Raising the employment rate and skill levels will accelerate sustainable growth

4) Access to health and social services will be improved and their cost-effectiveness enhanced
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Suomen kestavan kasvun ohjelma
Elpymis- ja palautumissuunnitelma

Valtioneuvoston julkaisuja 2021:69

Julkaisija Valtioneuvosto
Kieli englanti Sivumaara 590
Tiivistelma

Suomen kestdvan kasvun ohjelmalla tuetaan hallitusohjelman tavoitteiden mukaisesti
ekologisesti, sosiaalisesti ja taloudellisesti kestavaa kasvua. Ohjelma vauhdittaa kilpailukykya,
investointeja, osaamistason nousua sekd tutkimusta, kehitystd ja innovaatioita.

Kestavan kasvun ohjelman rahoitus tulee EU:n kertaluonteisesta elpymisvélineesta
(Next Generation EU). Elpymisvdline jakaantuu seitsemdan ohjelmaan, joista elpymis- ja
palautumistukivaline (RRF) on kooltaan ylivoimaisesti suurin. Jdsenvaltion on esitettava
kansallinen elpymis- ja palautumissuunnitelma (RRP), jotta se voi saada elpymis- ja
palautumistukivalineen rahoitusta. Suomen elpymis- ja palautumissuunnitelma on osa
Suomen kestavan kasvun ohjelmaa.

Suomen kestavan kasvun ministeritydryhma on linjannut ohjelman yleiset tavoitteet:

Kasvihuonekaasupddstojen vahenema
Tuottavuuskasvu

Tyollisyysasteen nosto

Hoitoon paasyn nopeuttaminen

Tasa-arvon edistyminen

Ohjelma jakautuu neljaan pilariin:

1
2

3
4

) Vihread siirtyma tukee talouden rakennemuutosta ja hiilineutraalia hyvinvointiyhteiskuntaa

) Digitalisaation ja datatalouden avulla vahvistetaan tuottavuutta ja tuodaan palvelut
kaikkien saataville

) Tyollisyysasteen ja osaamistason nostaminen kestavan kasvun vauhdittamiseksi

) Sosiaali- ja terveydenhuollon palvelujen saatavuuden vahvistaminen ja
kustannusvaikuttavuuden lisdédminen

Asiasanat talouskasvu, talouspolitiikka, kestava kehitys, vihrea talous, digitalisaatio
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Finlands program for héllbar tillvéxt stoder ekologiskt, socialt och ekonomiskt hallbar
tillvéxt i enlighet med malen i regeringsprogrammet. Programmet framjar konkurrenskraft,
investeringar, en hojning av kompetensnivan samt forskning, utveckling och innovationer.

Programmet for hallbar tillvéxt finansieras med medel fran EU:s tillfélliga
aterhamtningsinstrument (Next Generation EU). Aterhamtningsinstrumentet indelas i sju
program av vilka faciliteten for aterhamtning och resiliens (RRF) ar det 6verldgset storsta.

For att kunna fa finansiering fran faciliteten for aterhdmtning och resiliens maste en
medlemsstat lagga fram en nationell plan fér dterhamtning och resiliens (RRP). Finlands plan
for aterhdmtning och resiliens &r en del av Finlands program for hallbar tillvéxt.

Ministerarbetsgruppen for hallbar tillvaxt i Finland har faststallt som programmets allmanna
mal att

- minska vaxthusgasutslappen

- Oka produktiviteten

- hdja sysselsattningsgraden

- paskynda tillgangen till vard — framja jamstalldhet.

Programmet bygger pa fyra pelare:

1) Den gréna 6vergangen stoder ekonomiska strukturomvandlingar och ett koldioxidneutralt
vélfardssamhadlle

2) Genom digitalisering och dataekonomi stérks produktiviteten och tryggas tillgangen till
tjanster for alla

3) Sysselsattningsgraden och kunskapsnivan hojs i syfte att paskynda en hallbar tillvaxt

4) Tjansterna inom social- och hélsovarden gors tillgangliga for alla och produceras pa ett mer
kostnadseffektivt satt

finanspolitiken, ekonomisk tillvaxt, hallbar utveckling, gron ekonomi, digitalisering
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INTRODUCTION

Finland’s Recovery and Resilience Plan (RRP) is Finland’s national plan for leveraging
funding from the EU Recovery and Resilience Facility (RRF). This plan forms part of the
Sustainable Growth Programme for Finland.

Funding for the Sustainable Growth Programme will be received from the EU RRF;

the purpose of the Programme is to coordinate funding for various programmes from
the RRF. The Ministry of Finance prepared the Programme in broad cooperation with
other ministries, regional operators and the business and research sectors. Several
hearings and stakeholder events were held concerning the Sustainable Growth
Programme in autumn 2020 and spring 2021. On 27 November 2020, the Government
submitted a government report to Parliament describing the proposed application

of funds from the RRF in Finland. Parliament returned a statement on the report on

19 February 2021. The preliminary RRP was submitted to the European Commission
on 15 March 2021.

The RRP was drawn up on the basis of the maximum financial contribution per EU
Member State as defined in Annex IV of Regulation (EU) 2021/241 of the European
Parliament and of the Council of 12 February 2021 establishing the Recovery and
Resilience Facility (RRF Regulation), i.e. EUR 2.086 billion at current prices. As of now,
this estimate of Finland’s maximum available contribution is partly based on economic
prognoses and therefore involves uncertainty factors. The final maximum contribution
will be confirmed in summer 2022.

The RRP is to be adopted by the Government on 27 May 2021 and submitted to the EU.
The European Commission will then have a maximum of two months to evaluate it.

If the Commission approves, i.e. if the RRP fulfils the criteria of the RRF Regulation, then
the Commission will make a proposal for a Council Implementing Decision. The Council
usually adopts Implementing Decisions within four weeks of the Commission submitting
a proposal.

The RRP incorporates Finland's National Reform Programme 2021 (Europe 2020 Strategy).
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| General targets

National targets

The Sustainable Growth Programme for Finland will support growth that is ecologically,
socially and economically sustainable in line with the aims of the Government Programme.
The Sustainable Growth Programme will boost competitiveness, investment, research,
development and innovation, as well as measures to raise skill levels.

The ministerial working group on sustainable growth in Finland has outlined the general
objectives of the programme:

e Reduction of greenhouse gas emissions
®  Productivity growth

® Raising the employment rate

® Access to treatment at hospitals

® Progress in equality

This programme consists of four pillars:

A green transition will support structural adjustment of the economy
and underpin a carbon-neutral welfare society

Digitalisation and the data economy will strengthen productivity and
make services available to all

Raising the employment rate and skill levels will accelerate sustainable
growth

Access to health and social services will be improved and their cost-

DB

effectiveness enhanced.
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Pillar 1: The green transition will support structural adjustment
of the economy and underpin a carbon-neutral welfare society
(Green Transition)

® Green transition solutions will be accelerated to facilitate significant
reductions in emissions in Finland and elsewhere to support national targets
for carbon neutrality and the circular economy. This will enable future
sustainable growth as well.

e Theaimis to make Finland a global leader in the fields of hydrogen and
circular economy, high added value bioproducts, zero-emission energy
systems and other climate and environmental solutions; to improve energy
efficiency; and to accelerate the transition to fossil-free transport and heating.
Actions to attain these targets include mobilising the widest possible range
of investments in tangible and intangible assets that efficiently promote
green transition and bring comprehensive solutions to the market.

Pillar 2: Digitalisation and the data economy will strengthen
productivity and make services available to all

e Digitalisation and the data economy will be boosted in private and public
services so as to improve cost-efficiency and productivity and to make safe
services for good everyday life available to everyone across the country.

® The targets are to create a competitive operating environment for businesses
and to turn Finland into a world-class producer of data-driven services for
digital societies, together with secure solutions for these services, including
solutions to promote the digitalisation of transport.

e Thedigital leap in society at large will be encouraged through actions
targeted at accelerating digital, technology and data investments.

Pillar 3: Raising the employment rate and upskilling will accelerate
sustainable growth (employment and competence)

e Raising the employment rate will be boosted with a client-oriented reform
of services (employment and economic development services, work
ability support, competence) and by leveraging digitalisation, promoting
employment of persons with partial work ability, streamlining work-based
immigration, enhancing integration and improving wellbeing at work.

10
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® Long-term growth will be promoted by upskilling among young people and
adults and by introducing opportunities for location-independent continuous
learning, etc.

e Shared use of research infrastructures will be boosted, and R&D intensity will
be raised in order to accelerate growth, also in the long term.

e Renewal, recovery and sustainable growth in sectors most affected by the
pandemic crisis will also be accelerated by leveraging innovations and
research findings in the creative economy and in the events industry.

Pillar 4: Access to health and social services will be improved and
their cost-effectiveness enhanced (health and social services)

® Treatment, rehabilitation and service deficits will be reduced by reforming
operating models and by introducing new digital services.

®  Access to treatment will be improved nationwide by introducing new
operating procedures (also in mental health services).

e This will contribute to the attainment of the targets of the health and social
services reform.

e The target is to make services available to everyone and to reform them from
the perspective of the individual and cost-effectively.

General targets of the EU Recovery and Resilience Facility

The EU Regulation on the Recovery and Resilience Facility (RRF)' specifies six areas of
policy or pillars that should be promoted in Member States’ national plans.

Green transition

The Sustainable Growth Programme for Finland provides broad support for the targets
of the Paris Climate Accord and the EU Green Deal and for implementation of the various
components and strategies of the latter, while also being consistent with achieving the

1 Regulation (EU) 2021/241 of the European Parliament and of the Council of 12 February 2021
establishing the Recovery and Resilience Facility (OJ 2021 L 57 p. 17): https://eur-lex.europa.eu/eli/
reg/2021/240/0j

1
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ambitious carbon neutrality targets of the EU and of Finland. According to the EU Green
Deal, attaining the ambitious climate target of the EU will require action in all sectors

of society; at the same time, implementing the programme will carry the EU towards

a sustainable economy.

Under the Green Deal launched by the European Commission, Europe is to be climate-
neutral by the year 2050, efficient use of natural and other resources is to be boosted
by transitioning to a pure circular economy, loss of biodiversity is to be halted and
environmental pollution is to be reduced. It must be ensured that this transition will be
fair and inclusive.

The prioritised investment packages in the Sustainable Growth Programme for Finland
respond to the aforementioned challenges. Energy production is responsible for a
substantial percentage of greenhouse gas emissions contributing to climate change.
Reducing emissions will require the introduction of new, clean technologies in energy
production and use. Similarly, attaining the carbon neutrality target will require a
substantial reduction in emissions from industry. For industry to make the transition to
carbon neutrality and the circular economy will boost the competitiveness of Finnish
enterprises and create growth opportunities through new, innovative products, solutions
and services. In the near future, industrial development will focus on the fourth industrial
revolution, i.e. a shift towards smart, low-carbon industry and the circular economy.

Buildings account for about 32% of Finland’s energy consumption and for about 30% of
the greenhouse gas emissions from energy consumption. Renovating Finland’s building
stock is a vital component in Finland’s transition to a carbon-free clean energy system.

Finland has an ambitious target of halving greenhouse gas emissions from domestic
transport by 2030. In road traffic, the adoption of new motive power is a key requirement
for reducing emissions, and this will require a comprehensive nationwide public and
private distribution infrastructure for alternative energy sources. For example, biogas
distribution and high-powered electric vehicle charging points will facilitate the transition
in traffic. Another target is to curb climate change and to promote adaptive measures,

to reverse the loss of biodiversity and to restore good water quality in waterways. The
actions to be taken are geared towards the targets defined in the European Green Deal for
a toxic-free environment and zero emissions, environmental cleanup and improvement,
and restoring the natural functions of surface water and groundwater. As an example,
spreading gypsum (an industrial by-product) in fields and recycling nutrients can facilitate
the transition to the circular economy and reduce the nutrient load on the Baltic Sea and
on waterways while also reducing greenhouse gas emissions.

12
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50% of the Programme funding will be allocated to supporting the green transition, a
percentage substantially higher than given in the Regulation. The 50% target is supported
by the Programme policy of having a significant portion of investments and reforms

be 100% supportive of the green transition and have a significant impact on emission
reductions. Investments that fully support the green transition are those that address:

the shift in the energy system; reforms and investments supporting the green transition
and digitalisation in industry; low-carbon solutions for communities and transport;
reducing the environmental and climate impacts of the building stock; and implementing
environmental sustainability and nature conservation. Also, a substantial percentage of
RDI activities are 100% supportive of the green transition. Sectors and investments listed,
identified and evaluated as being contrary to the principle of Do No Significant Harm
(DNSH) will not be directly or indirectly aided out of the Programme.

Digital transformation

Digital transformation is a horizontal target running through several of the pillars in the
Programme. Substantially more than 20% of the overall funding in the Programme will
go towards supporting digital transformation. One of the four pillars in the Programme
(Pillar 2:"Digitalisation and the data economy will strengthen productivity and make
services available to all’) is wholly aimed at accelerating digitalisation and the data
economy. Digitalisation will be boosted in private and public services so as to improve
cost-efficiency and productivity and to make safe services for good everyday life available
to everyone across the country.

The targets are to create a competitive operating environment for businesses and to turn
Finland into a world-class producer of data-driven services for digital societies, together
with secure solutions for these services. The investments and reforms in this pillar are
100% supportive of digitalisation and have to do with the digital infrastructure. Some

of the actions under the green transition, the improvement of the labour market and
competence, RDI activities and health and social services also support digitalisation.

Pillar 2 of the Sustainable Growth Programme for Finland provides strong support for

a trend consistent with the Digital Economy and Society Index (DESI). In human capital
and digital skills, improvements are sought through a package focusing on spearhead
technologies. This includes the key R&D ICT investments, although such investments are
also found in the other areas. The real-time economy and Digirail will have a particular
impact on the use of the Internet by citizens and on digital technology integration and
harmonisation and the creating of potential for the data economy. Broadband expansion
will improve connectivity. Digital public sector services are a key target in all digitalisation
projects in pillar 2 and in other pillars too. The target here is not simply to digitalise
services but to eliminate processes and service needs. These actions are intended to

13
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achieve a significant improvement in DESI scores. Cyber security and information security
measures contribute to the competence and human capital component of the DESI.

Smart, sustainable and inclusive growth

The European Commission provides strategic guidelines in its Annual Sustainable
Growth Strategy for each year. The guidelines adopted by the Commission in autumn
2020 govern the proposed use of the Recovery and Resilience Facility. According to

the Annual Sustainable Growth Strategy, the purpose of the RRF is to respond to the

EU targets to achieve competitive sustainability and cohesion through its new growth
strategy: the Green Deal. The purpose of the RRF is to strengthen actions responding

to previously identified challenges: environmental sustainability, productivity, fairness
and macroeconomic stability. Another aspect is to mitigate the adverse economic
impacts of the coronavirus pandemic. According to the 2021 Annual Sustainable Growth
Strategy, the guiding principles of the RRF are the green transition, digital transformation
and productivity, fairness and macroeconomic stability. Finland’s RRP is also built on
these principles. The Commission also highlights European flagship areas in its Annual
Sustainable Growth Strategy.

Pillar 1 in Finland’s RRP (‘A green transition will support structural adjustment of the
economy and underpin a carbon-neutral welfare society’) addresses the principles of the
green transition in the Annual Sustainable Growth Strategy directly. It also responds to
the targets in the European Green Deal of attaining a fair and prosperous society with a
resource-efficient and competitive economy. The target under this pillar is to accelerate
green transition solutions to facilitate significant reductions in emissions in Finland and
elsewhere to support national targets for carbon neutrality and the circular economy.

The aim is to make Finland a global leader in the fields of hydrogen and circular economy,
high added value bioproducts, zero-emission energy systems and other climate and
environmental solutions; to improve energy efficiency; and to accelerate the transition to
fossil-free transport and heating. Research, development and innovation play a significant
role in the action packages under this pillar. In accordance with the targets of the Annual
Sustainable Growth Strategy, the purpose of public investments is to complement and
steer private investments as necessary. Pillar 1 includes actions related to the European
flagship area‘Renovate, because one of the action packages in pillar 1 addresses reducing
the climate and environmental impacts of the building stock.

The action packages in pillar 2 (‘Digitalisation and the data economy will strengthen
productivity and make services available to all’) are geared towards promoting digital
transformation and improving productivity in accordance with the Annual Sustainable
Growth Strategy. The target level for digital transformation in the plan is high, and more
than 20% of the plan contributes to the attainment of digitalisation targets. In accordance

14
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with the Annual Sustainable Growth Strategy, Finland’s plan focuses on items such as
reforms to improve online connections, for example by supporting digital infrastructure
development in regions where infrastructure would not be built on market terms. The
improvement of digital skills as emphasised in the Annual Sustainable Growth Strategy
is also addressed in pillar 3 (‘Raising the employment rate and skill levels to accelerate
sustainable growth’).

Pillar 3 is about promoting long-term growth by raising the average skill level among
young people and adults and by introducing opportunities for location-independent
continuous learning, for example. Actions under this pillar will boost shared use of
research infrastructures and raise R&D intensity in order to accelerate growth in the long
term. A significant percentage of the funding will be allocated to supporting RDI for the
green transition. Pillar 3 is also about accelerating renewal, recovery and sustainable
growth in sectors most affected by the pandemic crisis by leveraging research findings.

Pillar 4 (‘Access to health and social services will be improved and their cost-effectiveness
enhanced’) is about ensuring that everyone living in Finland has equal access to high-
quality health and social services. The target is to promote the introduction of new
digital solutions and to expand the use of existing ones that have proven cost-effective,
regionally and nationally. At the same time, new and increasingly client-oriented
operating models streamlining access to treatment and services will be introduced,

and the availability of services will be improved. Development and procurement of new
digital health and social services solutions may also provide support for IT enterprises
and development organisations.

Social and regional cohesion

Finland’s GDP per capita has grown more slowly than the EU average (EU27). GDP has
grown more quickly in southern Finland than in northern or eastern Finland. However,
employment figures have improved in northern and eastern Finland, and these regions
are closing the gap with southern Finland. Attendance in higher education has increased
nationwide, and here, too, northern and eastern Finland are approaching southern
Finland. Chapter 4 contains a detailed discussion of regional statistics and the impacts
of the Plan on regional cohesion.

The Sustainable Growth Programme for Finland supports recovery from the coronavirus
crisis and social and regional cohesion. Regional and social cohesion are influenced by
actions addressing digitalisation, education, employment and health and social services.
For example, digitalisation of private and public services will secure safe, good everyday
services for people everywhere in the country. This will also ensure location-independent
employment, entrepreneurship and studies. Jobseekers will benefit from improved

15
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services as Employment and Economic Development Offices gain more personnel and
better IT systems. With increased resources and digitalisation in employment services,
jobseekers will have better potential for finding employment, as they will have more
support in the process. Investments in education will improve potential for studies,
e.g. in the form of added starts at universities. Investments will be made to improve
the pedagogical quality and diversity of studies. Continuous learning will be deployed
to support the acquisition of new skills needed in working life and to facilitate the
transition to new jobs of people in sectors impacted by structural change. This will also
boost regional vitality.

Health and economic, social and institutional capacity for recovery

The pandemic caused by the coronavirus (Covid-19) has had and continues to have
significant health, economic and social impacts on people in Finland and everywhere

in the world. Some of these impacts may turn out to be long-lasting. The pandemic has
created unprecedented pressures on services in the social welfare and health care sector
and demonstrated just how vital this sector is to the continued functioning of society

at large. In addition to acute pressure on resources and expenditure, the pandemic has
caused an increase in the treatment, rehabilitation and service deficit in health and social
services nationwide and has significantly compromised access to care.

The Sustainable Growth Programme for Finland will promote and support the national
structural reform planned for social welfare and health services (the health and social
services reform or ‘sote’ reform). The key objectives of the health and social services reform
are to reduce health and wellbeing inequalities, to secure equal and high-quality health
and social services for all residents of Finland, to improve the availability and accessibility
of services, to secure the availability of skilled labour, to respond to the challenges posed
by social changes and to curb the increase in costs. The reform will provide improved
support for the responsibilities for organising health and social services, enhance the
capabilities of the authorities for responding to crises, and promote the creation of
operating structures conducive to the recovery of society at large from crisis situations.

The Programme will serve to reduce the treatment, rehabilitation and service deficit
caused by the pandemic (including in mental health services) by introducing new, more
efficient and more client-oriented multidiscipline and multiprofessional operating models.
Overall management of treatment and service chains will be streamlined. Funding will

be organised to increase client advisory services, service referrals, remote appointments,
remote rehabilitation, home services and mobile services. Also, operating models of
community social work and outreach social work will be expanded, and collaboration with
third-sector organisations will be stepped up. Service development will be approached
with particular reference to the needs of the most vulnerable people in society.
Programme investments will also go towards digital solutions for improving health and

16
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social services to boost resource efficiency in providing services and to improve access to
and availability of services.

Policies for the next generation, children and youth, such as education and skills

Investments in the Sustainable Growth Programme for Finland will be allocated to actions
to support young people in difficulties caused by the coronavirus crisis. In the interests

of upskilling, long-term actions will be supported to facilitate renewal in the economy,
mitigate the negative impacts of the coronavirus crisis and promote a fair transition
towards a low-carbon economy. Starts at universities will be increased in fields with large
numbers of applicants and a shortage of skilled labour, and in fields consistent with the
sustainable development programme. Flexible utilisation of the education capacity of all
of the universities in the country will be accelerated by introducing location-independent
building of individual learning pathways. This will be achieved by opening up the national
information resources for learning through cooperation between Finnish academic
universities and universities of applied sciences. This will foster an operating environment
for RDI that is encouraging and attractive for students, experts and investments nationally
and internationally. Private-sector RDI investments and private-public partnerships will
also be boosted.

Reforming continuous learning, raising the general educational attainment and
implementing a digitalisation programme for continuous learning will support smooth
transitions from working life to training and back throughout an individual’s career. This
reform will improve the potential of citizens on the one hand and working life on the other
to respond to changes on the labour market and in society at large in the recovery from
the coronavirus pandemic and also in the longer term. Targeted actions will improve the
employment potential of underrepresented population groups in particular. Furthermore,
the reform will support access to and availability of university education.

Sustainable Growth Programme for Finland and Country
Specific Recommendations

The Sustainable Growth Programme for Finland is based on and responds over a wide
range to the Country Specific Recommendations adopted by the European Council for
Finland. The Programme considers the key needs for reforms and investments given

in the 2019 and 2020 Recommendations in particular, focusing on actions supporting

a structural change in the economy with long-term positive impacts. The action plan for
the Sustainable Growth Programme for Finland published in May 2021 reports in more
detail on actions which are not funded with funding from the RRF but which are taken
in response to the Country Specific Recommendations for Finland.

17
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2019 and 2020 Country Specific Recommendations for Finland

2019 Recommendations
The EU Council HEREBY RECOMMENDS that Finland take action in 2019 and
2020 to:

. Ensure that the nominal growth rate of net primary government
expenditure does not exceed 1.9% in 2020, corresponding to an annual
structural adjustment of 0.5% of GDP. Improve the cost-efficiency of and
equal access to health and social services.

. Improve incentives to accept work and enhance skills and active inclusion,
notably through well-integrated services for the unemployed and the
inactive.

. Focus investment-related economic policy on research and innovation,
low carbon and energy transition and sustainable transport, taking into
account regional disparities.

. Strengthen the monitoring of household debt and establish the credit
registry system.

2020 Recommendations
The EU Council HEREBY RECOMMENDS that Finland take action in 2020 and
2021 to:

In line with the general escape clause, take all necessary measures to
effectively address the pandemic, sustain the economy and support the
ensuing recovery. When economic conditions allow, pursue fiscal policies
aimed at achieving prudent medium-term fiscal positions and ensuring
debt sustainability, while enhancing investment. Address shortages of
health workers to strengthen the resilience of the health system and
improve access to social and health services.

Strengthen measures to support employment and bolster active labour
market policies.

Take measures to provide liquidity to the real economy, in particular to
small and medium-sized enterprises. Front-load mature public investment
projects and promote private investment to foster the economic recovery.
Focus investment on the green and digital transition, in particular on
clean and efficient production and use of energy, sustainable and efficient
infrastructure as well as research and innovation.

Ensure effective supervision and enforcement of the anti-money
laundering framework.
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Investments in research and innovation, digitalisation and the green transition

The Programme will promote the green transition in society at large, specifically a
transition to a low-carbon economy and energy production and sustainable transport,
with a broad-based package of investments and reforms. Together with a comprehensive
reform of energy taxation, these actions are intended to reduce greenhouse gas emissions
significantly while fostering growth in business, research, expertise and exports conducive
to the green transition. These actions cover the investments and reforms needed for
accelerating the energy transition. They acknowledge investments supporting the
transition in industry, such as investments in hydrogen technology, electrification, carbon
dioxide recovery and use in industry, circular economy demonstration plants, battery
component recycling, reducing emissions in the process industry, and digitalisation.

In the area of sustainable transport, the Programme will facilitate reductions of emissions
through building distribution infrastructure for electric vehicle recharging and low-
emission fuels, and digitalisation of rail transport. The green transition will also be
supported by reducing the climate and environmental impacts of the building stock.
The Programme will support environmental sustainability with nature-based solutions.
These actions will enable the attainment of the ambitious target in the Sustainable
Growth Programme for Finland of using 50% of all Programme funding to foster the
green transition. A significant percentage of this funding will provide leverage for private
investments.

RDI is one of the mainstreamed themes in the Programme. The actions aim to increase
quality and effectiveness by investing in partnerships where business drivers in
international business networks will considerably increase their RDI activities in Finland
and create ecosystems for new business activities whose value is in the billions. A further
effect will be to strengthen expertise in and exploitation of key technologies for the
green transition, to support innovative growth enterprises and to support research
infrastructures and innovation environments maintained by enterprises and science
organisations. RDI investments are also a key element in fostering the green transition.

A broad RDI programme will be implemented to support the development of key
technologies required for the green transition, and investments will be launched in areas
such as the energy sector transition and energy efficiency, the circular economy and
bioeconomy, materials efficiency and low-emission solutions for industry.

Investments and reforms will be deployed to strengthen the digital transformation and
to support the attainment of a sustainable and efficient infrastructure. The quality and
regional availability of telecommunications networks will be improved by adding high-
speed connections. Digitalisation of rail transport will improve the quality and safety
of services. The digital transformation will be accelerated for example by investing in
solutions supporting real-time information exchange between enterprises and public
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authorities, and by reinforcing testing and experimentation facilities and ecosystems for
spearhead technologies such as 6G, Al and quantum computing. Digitalisation projects

in public administration will improve the quality of services while improving productivity
and cost-efficiency. Also, seamless services for businesses, employees, students and
tourists arriving in Finland will be ensured to boost the competitiveness and attractiveness
of the country. Investments in cyber security and information security support the digital
transformation. These actions, and the introduction of digital solutions and investments

in health and social services, will ensure that more than 20% of the overall funding will go
towards the digital transformation.

Labour market and upskilling

In accordance with the Country Specific Recommendations for Finland, actions to support
employment and an active labour market policy will be strengthened through the
Programme. An important reform in this respect has to do with the Nordic jobseeking
model, in which incentives for finding employment are added on the one hand and
employment services supporting the finding of a job are increased and improved on the
other. This reform is estimated to have a significant employment impact. Another major
employment reform in the Sustainable Growth Programme for Finland is the gradual
removal of the ‘unemployment pathway to retirement; i.e. extra days granted beyond

the statutory duration of the earnings-related unemployment allowance. The actions
proposed in the Programme support this reform specifically through investments in
wellbeing at work (including mental health services and the public sector), occupational
rehabilitation and coping at work. Investments in employment services resources will

also augment the positive impacts of the reform. The Programme also contains actions to
support people who fall outside the labour force, particularly young people. These actions
will also mitigate the negative impacts of the Covid-19 pandemic on young people.

The creation of a new intermediate labour market operator is proposed to alleviate

the employment situation of people with partial work ability, which is weaker than the
national average.

Investments in education and in upskilling foster employment. The Programme thus also
addresses one of the key recommendations for the Eurozone, i.e. investing in education
and skills. Changes in the labour market, the green transition and digitalisation require a
high skill level, and the competence of the working-age population must be improved to
meet the new demands of working life. A continuous learning reform will be carried out
to improve the competence of the working-age population to correspond better with the
needs of working life, so as to not exacerbate the talent shortage that already existed in
certain fields in Finland before the coronavirus crisis or the mismatch of labour supply and
demand. Starts at universities will be increased to address the shortage of skilled labour.
Another response will be to streamline work-based and study-based immigration and to
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build an automation-based digital infrastructure to support the immigration of skilled
labour.

In addition to the aforementioned labour market reforms, Prime Minister Marin’s
Government has launched the parliamentary preparation of a comprehensive social
security reform. The purpose of the social security reform is to create a system that is more
clearly structured and functions better than the existing one and that will allow citizens to
combine work and social security in changing life situations. The broad-based preparation
of this reform will continue into the next electoral term. This reform does not form part

of Finland'’s RRP, but it does address the Country Specific Recommendations for Finland,
together with other reforms.

The reform is being planned by a parliamentary committee whose term began in March
2020 and will expire in 2027. The work of the committee is divided into phases. First, they
will define and describe in concrete terms the kay problems in social security (2020-2021).
Then, they will draw up a roadmap and policies regarding the resolution of key issues
(2021). This will be followed by preparation of a plan for the phased comprehensive reform
of social security, with milestones and proposals for component reforms independent of
the overall reform (2021-2023). Implementation of the plan will begin in the next electoral
term.

In summer 2020, the social security committee outlined four key problem areas in social
security, one of which is combining paid employment and social security. The core of this
problem area involves investigating and resolving situations created by the current social
security system in which there is no incentive to find employment (‘incentive traps’). Other
issues to be dealt with are the complexity of social security, last-resort financial aid, basic
social security and housing, and harmonisation of services and benefits.

Social security incentive traps have been dismantled in Finland through a number of tax
and social security amendments, and employment incentives are better now than they
were in the early 1990s. However, there are still problems involved in combining paid
employment and social security, particularly in cases where a single household is receiving
several overlapping benéefits. For further discussion, the committee identified three kinds
of incentive traps, caused by unemployment, income and bureaucracy.

Combining individuals’ pay, pension and benefits details in the income register from
the beginning of 2021 may go some way towards dismantling bureaucracy traps. This
will result in a real-time comprehensive picture of an income earner’s pay and benefits.

2 For more information on the social security reform, see the National Reform Programme (Appendix 5).
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These details are used for example in calculating benéfits, in imposing client fees and
for supervisory activities performed by various authorities. Harmonising unemployment
benefits and short-term employment will become simpler particularly when the income
register can be used for calculating benefits and for imposing client fees.?

Improving access to social welfare and health care services

The Sustainable Growth Programme for Finland will promote and support the national
structural reform planned for social welfare and health services (the health and

social services reform or ‘sote’ reform). This reform addresses the Country Specific
Recommendations that Finland has been receiving from the EU since 2013 concerning
effective design and delivery of administrative reforms in health care services to improve
cost-efficiency and equal access.

Funding in the Sustainable Growth Programme for Finland will be allocated to making
health and social services available to everyone living in Finland. Services will be reformed
in a cost-effective and client-oriented way. Funding will be used to reduce the treatment,
rehabilitation and service deficits incurred during the coronavirus crisis by reforming
operating models and by introducing new digital services. These actions will accelerate
access to treatment nationwide and introduce new, multichannel and multiprofessional
operating procedures in health and social services.

Combating money laundering

The Country Specific Recommendations for Finland have addressed points such as that
the national risk assessment for money laundering and terrorism financing is outdated,
that the Finnish financial supervisory authorities and the Financial Intelligence Unit are
under-resourced and that information exchange between the Financial Intelligence Unit
and the financial supervisory authorities is insufficient. As the operating environment
changes, the need to update the national risk assessment for money laundering and
terrorism financing becomes increasingly acute. One of the major challenges in improving
information exchange between the competent authorities for combating money
laundering is the increased volume of information for monitoring and investigation and
how this could be effectively processed.

3 For more information on the income register, see the National Reform Programme (Appendix 5).
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The Sustainable Growth Programme for Finland contains a project for enhancing the
monitoring and implementation of the combating of money laundering, with a view to
improving the ability of Finnish authorities to prevent money laundering in Finland and
to boost the credibility of Finland'’s such ability in the international context. With these
improvements, the authorities and private-sector operators involved in combating money
laundering will be able to exchange up-to-date information efficiently, safely and reliable
using digital solutions. Cooperation between authorities will be increased, and prevention
measures will be jointly developed.

Household debt and establishing a positive credit register

Household debt in relation to disposable income has doubled over the past 20 years,
totalling 131% at end of the 3rd quarter of 2020. Concern for household debt was
shown in the 2019 Country Specific Recommendations for Finland, where Finland was
recommended to strengthen the monitoring of household debt and establish the credit
registry system.

The positive credit register is considered a major tool for preventing over-indebtedness,
and setting up the register is entered as a policy in the Government Programme of
Prime Minister Marin’s Government. A Government proposal for an Act on the positive
credit register was completed in March 2021. The aim is for this register to have a broad
information base, with comprehensive details on consumer credit and other loans taken
out by private individuals. The plan is to have the system fully running by spring 2024.

The vast majority of household debt — more than 70% - has to do with housing. The
volume of mortgage lending has grown rather steadily in recent years, at about 2% per
annum, but the percentage of housing company loans in overall household debt has
increased. It is therefore important that the positive credit register also include details on
corporate loan shares, for which no centralised register currently exists. The Sustainable
Growth Programme for Finland contains provisions for improving the Residential and
Commercial Property Information System so that details on housing company loan shares
will be collected in the system and relayed to the positive credit register; this will ensure
that the latter register contains comprehensive information. The Programme will thus
directly address the item on household debt and the credit registry system in the Country
Specific Recommendations.
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European flagship areas

The Sustainable Growth Programme xfor Finland will contribute to several
European flagship areas. The following illustrates how these are divided among
the pillars in the Programme:

Pillar 1:

This pillar contributes to several European flagship areas. Investments
supporting the transition in the energy system contribute to the ‘Power up’
flagship area. These investments are also linked to the ‘Renovation Wave'and
‘Recharge and Refuel’ flagship areas. Green transition reforms and investments
in industry contribute to the ‘Power up’and ‘Recharge and Refuel’ flagship areas.

Also, providing aid for private and public recharging and refuelling
infrastructure reduces emissions from traffic, thereby contributing to the
‘Recharge and Refuel’ flagship area. Phasing out oil heating contributes to the
‘Renovation Wave' flagship area, enshrining its central principle of phasing out
carbon-based energy and integrating renewable energy sources.

Pillar 2:

The pillar as a whole supports the European flagship area ‘Connect;, which is
aimed at fast rollout of rapid broadband services to all regions and households.
The Digirail project supports the ‘Recharge and Refuel’ flagship area. Data
structure creation contributes to the ‘Scale-up’flagship area. Data leveraging
and interoperability between sectors are also key issues in the ‘Modernise’
flagship area, under which key public services should be modernised and
made available to everyone. Cyber security and information security actions
are particularly relevant for the ‘Reskill and Upskill’ flagship area.

Pillar 3:

Investments under this pillar in the digitalisation of public administration

and public services, such as an online presence for employment services and
work-based immigration, contribute to the ‘Modernise’flagship area. Also,
investments in raising the skill level and the reform of continuous learning
contribute in particular to the flagship areas‘Modernise’and ‘Reskill and
Upskill’ RDI investments contribute to all the European flagship areas. These
actions can create potential for the introduction of clean technologies and the
development of renewable energy sources, for improving energy efficiency
and resource efficiency, for promoting clean technologies in traffic and for
increasing data cloud capacity and scientific computing. RDI investments in
the green transition are connected to the flagship areas ‘Power-up; ‘Renovation
Wave, ‘Recharge and Refuel’.
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Pillar 4:

The reforms and investments proposed under this pillar to support the
introduction and efficient exploitation of digital solutions in health and social
services parallel the European flagship area‘Modernise; whose aim is that the
public administration should provide interoperable, customised and user-
friendly digital public services.

Gender equality and equal opportunities

One of the mainstreamed targets in the Sustainable Growth Programme for Finland is

a broad-based promotion of equality, specifically regional, social and gender equality.
It is important to evaluate the overall impact of the Programme and its actions from the
equality aspect.

Implementing the Programme will be undertaken so as to promote gender equality on
a horizontal principle and to prevent gender-based discrimination, in accordance with
the EU Pillar of Social Rights, the UN Sustainable Development Goals and the Finnish
Government’s Action Plan for Gender Equality 2020-2023.

Finland'’s international Roma policy emphasises both the improvement of social conditions
and the equal rights and inclusion of Roma. The wellbeing, health and equality of the
Roma is being promoted by deploying the National Roma Policy 2018-2022. In addition,
Roma rights are promoted through the UN human rights system and the human rights
recommendations received by Finland from the UN.

The coronavirus pandemic has had significant impacts on gender equality. In the Finnish
economy, economic downturns generally result in a faster decline in the employment of
men than in the employment of women, but the employment of men has also historically
recovered faster in the following upturn. The labour market impacts of the coronavirus
pandemic have been exceptional from a number of perspectives, including gender
equality. The impacts of the restrictions imposed to curb the pandemic have hit service
industries dominated by women in particular, and as a result the employment of women
declined more than the employment of men in 2020. On the other hand, Covid-19
mortalty was higher among men than among women.

The Finnish labour market is gender-segregated. An analysis of pay differences between
the genders shows that the average gross pay for men, excluding gender distribution by
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sector, by occupation or by job duties, is 17.1% higher than the average comparable pay
for women (the EU average differential being 15%). A clear gender gap may be found

in types of employment relationships: 19% of women and 13% of men are in fixed-term
employment. The gender gap is even more pronounced among part-time employees, with
22% of women and 10% of men being in part-time work in 2019.

Among employed Finns, single parents have the highest risk of poverty, and the majority
of them are women. There have been no significant changes in the number of low-income
individuals in Finland in recent years, their number remaining relatively stable from one
year to the next. However, the coronavirus pandemic and its negative labour market
impacts have had the effect of increasing the number of low-income individuals.

Actions in the Programme will have direct and indirect impacts on gender equality. For
example, revitalisation aid for sectors suffering from the coronavirus crisis will partly be
targeted at sectors dominated by women. Actions addressing wellbeing at work in the
public sector and aimed at health and social services also concern fields where women
are in a majority. Among the indirect impacts, accelerating digitalisation and improving
regional availability of high-speed broadband may make location-independent work
easier and thus contribute to regional equality, besides making it easier for both women
and men to reconcile work and family life.
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Il Description of reform and investment
packages by pillar

PILLAR 1: The green transition will support structural
adjustment of the economy and underpin a carbon-neutral
welfare society

Package targets:

Finland aims to be carbon-neutral by the year 2035 and to halt biodiversity loss by 2030.
In addition, Finland aims to be the world’s first fossil-free welfare society and is committed
to halving emissions from traffic by 2030. Climate leadership and the innovations this
produces can allow Finland to reduce greenhouse gas emissions while creating new jobs,
boosting the economy and exports, and improving the opportunities to increase our
positive carbon handprint and biodiversity. The worldwide market for clean solutions

is growing at an accelerating rate. Finland is one of the most interestingly innovative
countries in this field, and there is a global demand for our expertise. Preparation of
sector-specific low-carbon roadmaps has shown that low-carbon technology will be a
significant competitive advantage for Finnish enterprises in the future. In accordance with
the targets, sustainable growth must be achieved by reducing the use of non-renewable
natural resources and sustainably using renewable natural resources, and by reorienting
production and consumption towards products less harmful to the environment and the
climate. The Government Programme defines new sources of sustainable growth, such as
energy and materials efficiency, carbon-neutrality, ecological investments, clean-tech, the
circular economy and bioeconomy, and resource scarcity, all of which will foster growth
trends in Finnish industry and provide building blocks for wellbeing.

The Green Deal is a new EU growth strategy that aims to make the EU into a resource-
efficient and competitive economy. The proposals stress the urgency of structural changes
in society. Europe is to be climate-neutral by the year 2050, efficient use of natural and
other resources is to be promoted by transitioning to a pure circular economy, loss of
biodiversity is to be reversed and environmental pollution is to be reduced. It must

be ensured that this transition will be fair and inclusive. The solutions are designed to
respond to enterprises’ needs to increase the weight of environmental matters and
biodiversity in their corporate responsibility and business activities.
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Pillar 1 component areas: Energy system; Reforms and investments supporting the
green transition and digitalisation in industry; Low-carbon solutions for communities
and transport; Reducing the environmental and climate impacts of the building stock;
and Implementing environmental sustainability and nature conservation. RDI actions
addressing the green transition are described under pillar 3.

ENERGY SYSTEM TRANSITION
Description of component area:

Policy area: energy and climate policy, competitiveness of industry, energy
production, energy consumption, energy efficiency, energy transmission, energy
infrastructure, energy storage, electrofuels, biogas and biofuels, hydrogen economy.

Targets: The key target in this component area is to facilitate the green and digital
transition by increasing clean energy production and storage and by making the
energy system crisis-proof. A further target is to integrate energy systems with one
another more closely and to curb rises to electricity transmission charges.

1. Green and digital transition: Investments in the energy system and in clean
energy production will facilitate the green and digital transition while achieving
significant reductions in emissions. The target is to achieve a reduction of 2 Mt
of CO2eq per year by 2026. A further target is to enable emission reductions in
other areas of the economy through sectoral integration. The share of renewable
energy sources in Finland’s total energy consumption will be more than 40%. In
accordance with the National Energy and Climate Strategy 2030, the target is to
increase the use of sustainable energy so that it will come to account for more
than 50% of total energy consumption in the course of the 2020s. Finland also
aims to make energy consumption more efficient. The target is to deliver several
new investments in production and demonstration facilities by 2026.

2. Jobs, growth and exports: The purpose of investments is to support reforms in the
economy. A cost-efficient, low-emission and reliable energy system will improve
our competitiveness. New energy solutions introduced in Finland will serve as
references on the international market.

Reforms and investments

The National Energy and Climate Strategy will be revised in 2021. The Strategy
addresses reform needs related to the core energy infrastructure and clean energy.

In accordance with the Government Programme, electricity and heat production in
Finland must be made nearly emission-free by the end of the 2030s while also taking
into account the perspectives of security of supply and reliability of delivery.
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Reforms:
1. Significant reduction of energy use of coal by 2026 (P1C1R1)
2. Comprehensive reform of energy taxation (P1C1R2)

Investments:

1. Energy infrastructure investments in energy transmission and distribution, with
reference to the district heating infrastructure for excess heat recovery and to
facilitate integration of energy systems; linking wind power to the national
grid; introducing new innovative technologies in distribution networks; and
transmission of low-carbon gases and hydrogen, EUR 155 million (P1C111)

2. Investments in emerging energy technology, such as offshore wind power,
large-scale solar power, biogas, renewable transport fuels, geothermal energy
and heat recovery, EUR 161 million, of which EUR 6 million will be allocated to
temporary human resources for environmental permits and procedures (P1C112)

3. Renewable energy investment in Aland: An investment in an energy system
based on offshore wind power and non-fossil energy production on Aland in
accordance with the overall targets in this component area, EUR 2.7 million
(P1C113)

Estimated costs: Attaining Finland’s climate-neutrality target will require tens of
billions of euros in investments in the energy system. Several billions must be invested
in the energy system every year in the near future. Applying funding from the RRF
(EUR 318.7 million in total) to these investments will facilitate the transition.

Principal challenges and targets
a) Principal challenges

Finland has set as a national target to be carbon neutral in 2035 and carbon negative soon
afterwards. Finland also aims to have electricity and heat production nearly emission-free
by the end of the 2030s. Energy production is responsible for a substantial percentage

of greenhouse gas emissions contributing to climate change. Reducing emissions will
require the introduction of new, clean technologies in energy production, use and storage.

In many cases, the best circumstances for clean energy production are to be found quite
far from where the energy is to be consumed. Linking clean energy production to the grid,
electrifying society and ensuring security of supply require major investments in electricity
transmission and distribution infrastructure, in heating networks, in the transmission of
low-carbon gases and in smart energy system integration. Finland’s carbon-neutrality
target will translate into a considerable increase in electricity consumption in industry.
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Linking the energy networks of industry, transport and heating can help efficiently
balance production and consumption in the various sectors. The electrification of

industry and the rest of society will reduce greenhouse gas emissions in several sectors
considerably. In the best-case scenario, the integration of energy systems is a cost-efficient
way of leveraging the features of all systems.

a) Targets

Finland aims to be carbon-neutral by 2035, and attaining this target requires a constant
increase in clean energy production. The target of promoting energy infrastructure
investments is to facilitate smart system integration with clean energy. The principal
target in promoting new energy technology is to commercialise technologies through
demonstration and reference projects. At the same time, these will reform the structure
of our energy economy and create products for the global market, where the demand
for clean energy technologies is growing. The target is that our electricity and heat
production will be nearly emission-free by the end of the 2030s.

Promoting energy system investments is consistent with Finland’s National Energy

and Climate Plan, the EU Strategy for Energy System Integration (COM(2020)299 final)
and the EU Hydrogen Strategy (COM(2020)301 final). The energy system actions are
related particularly to the ‘Power-up’flagship area, and also to ‘Recharge and Refuel and
‘Renovation Wave' The actions also address the Country Specific Recommendations for
Finland.

Various technologies and other solutions for attaining the aforementioned targets have
been described in the low-carbon roadmaps drawn up for various sectors in Finland
during 2020.

b) National strategic circumstances

Attaining the targets set will require a substantial reduction in emissions from energy
production and industry. In Finland, emissions may be reduced for example by increasing
electrification. Investments made in the energy system can help ensure the availability
of cost-efficient electricity and other energy, which will incentivise energy-intensive
enterprises to achieve carbon-neutral production while retaining cost-competitiveness.
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Description of reforms and investments in the component area

a) Reforms:

Background to the reforms

European Semester, national reform programme and Council Recommendations:
In the 2020 Country Specific Recommendations, the European Council recommended
that Finland should: Take measures to provide liquidity to the real economy, in particular
to small and medium-sized enterprises; Front-load mature public investment projects
and promote private investment to foster the economic recovery; Focus investment on
the green and digital transition, in particular on clean and efficient production and use
of energy, sustainable and efficient infrastructure as well as research and innovation.

In its 2021 Annual Sustainable Growth Strategy, the Commission emphasises the flagship

area related to increased efficiency in energy production. Future-proof clean technologies
should be frontloaded, and the development and use of renewables and their integration
should be accelerated through modernised networks and improved connectability.

Progress in energy production is of crucial importance to emissions trends. Transition
to a low-carbon economy will require additional investments. Securing the funding
needed is the key to attaining energy and climate policy targets.

Climate and Energy Strategy

A National Climate and Energy Strategy consistent with the Government Programme

is under preparation. The Strategy will cover all sources of and sinks for greenhouse gas
emissions. The focus will be on fulfilling the EU’s climate and energy targets to 2030 and
the climate neutrality target to 2035 in the Government Programme.

The solutions will be evaluated from the perspective of their impact and cost-
effectiveness, while also taking into account regional differences and employment
effects. Scenario calculations extending to 2040 will be used to evaluate the energy
balance and greenhouse gas emissions trends in various sectors. These scenarios will be
essential for evaluating the impacts of the various policy measures. Proposed legislation
to be published by the Commission in a Communication related to the EU Green Deal in
summer 2021 regarding tightening the targets for 2030 will be taken into account in the
preparation of the Strategy.

The Strategy preparation is being coordinated by the Ministerial Working Group on
Climate and Energy Policy. The strategy content should be completed in summer 2021 and
the strategy is to be submitted as a report to Parliament in autumn 2021. Implementation
of the Strategy will require investments in order to reduce emissions in the energy system.
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Reforms related to investments
The reforms related to the investment packages addressing the energy system transition
are based on the Government Programme.

REFORM 1: Significant reduction of energy use of coal by 2026 (P1C1R1)

Challenges: The key challenge in implementing the reform is funding for energy
transmission in order to ensure the increased use of clean energy in electricity and heat
production resulting from the phasing out of coal, based on system integration concepts.
To reduce the use of coal significantly will require major investments and aid for new
technology investment projects that will facilitate commercialisation of new solutions
and new business. New technologies, investments and energy efficiency will be needed
in order to reduce emissions in the heating system while ensuring security of supply and
cost-efficiency. Energy produced using coal amounted to about 60 PJ in 2019.

Targets: The following target is set in the Government Programme: Electricity and heat
production in Finland must be made nearly emission-free by the end of the 2030s while
also taking into account the perspectives of security of supply and reliability of delivery.
Prohibiting the use of coal for energy production by 2029 will help attain this target. An
important factor is to increase emission-free electricity and heat production and to ensure
the required energy transmission in industry, transport and heating. Low-carbon gases
may also be used for reducing emissions.

Implementation: Finland will significantly reduce the use of coal for energy production
by 2026.The energy use of coal is to end by 2029. Phasing out the use of coal in Finland is
also entered as a policy in the National Energy and Climate Plan and in the Government
Programme. The Act Prohibiting the Use of Coal for Energy (406/2019) was enacted by
Parliament in 2019.

Stakeholder input: The enterprises developing solutions contributing to the phasing out
of coal and scientists in the field are responsible for attainment of the target.

Expected complications: The most significant complication in phasing out the use of coal
has to do with linking new electricity and heat production schemes to the energy system,
with energy transmission and with the usability of the technologies that are to replace

coal. It is vital to introduce new energy transmission links.

Reform target group: Enterprises
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Implementation timetable: Finland will significantly reduce the use of coal for energy
production by 2026. Coal will be phased out beginning in 2029. Efforts will be made to
bring forward the timetable of phasing out coal.

State aid: This reform is legislative in nature and does not require a review of the rules
on State aid.

REFORM 2: Energy taxation reform to consider technological advancements*
(P1C1R2)

Challenges: Reducing emissions from industry and heat production requires
electrification of processes and introduction of new technologies. The electricity tax
for industry and the tax on heating fuels have an impact on the profitability of the
technologies used and on the potential for adopting new energy technologies.

Targets: The reform will improve the potential for industrial enterprises to electrify
their processes and to adopt new energy technologies. The reform will also improve
the operating potential of non-combustion heat production.

Implementation: Industry, mines, agriculture and 5+ MW machinery rooms are in tax
category Il. From the beginning of 2021, the electricity tax in category |l was reduced to
0.05 cents per kWh, which is the EU minimum. Previously, the electricity tax in category
Il was 0.69 cents per kWh. The purpose of this measure was to promote electrification in
industry and a low-carbon approach. Energy tax subsidies for fuels in energy-intensive
industries will be phased out.

The tax on fossil fuels used for heating was raised by EUR 2.7 per MWh as of the beginning
of 2021.

A report on the energy taxation of non-combustion heat production will be completed in
May or June 2021.

4 The Government Programme states that the use of peat for energy production is to be halved by
2030. Because of an unanticipated rapid rise in the price of emission allowances, this target is set to
be attained as soon as 2025. In order to alleviate the impact of this rapid change and to help peat
producers and energy users adapt to the new situation, the Government decided in negotiations

in April 2021 to raise the lower limit for tax-free minor use of peat. This will not compromise the
Government's target of halving the use of peat for energy by 2030. At the Budget Session in autumn
2021, the Government will decide on the Medium-term Climate Change Policy Plan (KAISU plan)
and the Climate and Energy Strategy, which will set out binding actions on emission reductions
corresponding to the increase in emissions due to the tax changes.
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Stakeholder input: The reform will improve the potential for industrial enterprises to
electrify their processes and to adopt new energy technologies.

Expected complications The reform has already been implemented as regards electricity
tax and heating fuel taxation. A report on the energy taxation of non-combustion heat
production is being prepared. There are uncertainties regarding the other changes.

Reform target group: Industrial and energy enterprises

State aid: The restrictions imposed in EU rules on State aid will be considered in the
preparation.

Implementation timetable: The Act on Excise Duty on Electricity and Certain Fuels
entered into force on 1 January 2021.

Once the report on the energy taxation of non-combustion heat production is completed,
legislation preparation is to be begun so that the amendments will mainly be in force at
the beginning of 2022.

Investments

INVESTMENT 1: Energy infrastructure (P1C111)

Challenges: In many cases, the best circumstances for clean energy production are

to be found quite far from where the energy is to be consumed. Linking clean energy
production to the grid, electrifying society and ensuring security of supply require
major investments in electricity transmission and distribution infrastructure, in heating
networks, in the transmission of low-carbon gases (e.g. hydrogen) and in smart energy
system integration.

Fingrid, the national transmission grid operator, estimated in its investment plan that the
total investments required by 2030 will total EUR 1.4 billion, or about EUR 100 million per
year. Investments in electrical substations, most of them for the purpose of connecting
wind power to the national grid principally in northern Finland, and in power lines to
increase electricity transmission capacity, will ensure that Finland remains a uniform
region for the purposes of the electricity market while reducing transmission losses in the
national grid.

1.1 Electricity networks

Significant investments will need to be made to the national grid to enable the proposed
additional electrification to be carried out in society at large. Investments in the
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transmission grid will allow a significant volume of renewable electricity production to be
connected to the national grid and will also increase electricity transmission capacity will
ensure that Finland remains a uniform region for the purposes of the electricity market
while reducing transmission losses in the national grid. Finland’s National Energy and
Climate Plan 2019 identifies the needs that need to be fulfilled in the electricity network
infrastructure by 2030 in order to ensure security of supply, cost-efficiency, low-carbon
target attainment in the energy sector and electrification in society at large.

An 800 MW AC power line is being planned between northern Finland and northern
Sweden. This power line is to run from Messaure in Sweden via Keminmaa to Pyhaselka,
a distance of some 370 km. This is on the EU’s list of Projects of Common Interest (PCI),
and the plan is to use TEN-E funding for the project.

Implementation and full exploitation of the project will also require other investments in
transmission capacity in Finland. Strengthening the transmission grid in northern Finland
in particular will facilitate the connecting of wind power to the national grid. There are
plans to fund investments in Finland out of RRF funding. However, the RRF funding will
not be allocated to the aforementioned power line between Finland and Sweden that is
on the PCl list, but to other investments in Finland.

There are also considerable investment needs in respect of electricity distribution
networks due to their ageing structure and the need for improving their reliability.
Throughout the 2020s, electricity networks will require annual investments in the
hundreds of millions in order to improve reliability and to replace outdated parts of
the grid.

A smart system and digital solutions can add flexibility and cost-efficiency to the
electricity system, for example with various storage and flexible energy management
designs. Making full use of the potential for flexible energy management and self-
contained energy production in buildings requires the introduction of smart guidance
systems and service platforms.

1.2 Investments to be made in the heating network for recovering surplus heat

for district heating

In accordance with the policies outlined in the Government Programme, the introduction
and piloting of new, non-combustion district heating production methods will be
promoted. It is estimated that in 2020 surplus heat in Finland amounted to 130 TWh,

of which only 3 TWh was recovered and used for district heating. It is also estimated that
a further 35 TWh of surplus heat could be recovered. With increased recovery of surplus
heat, Finland could phase out coal in energy production even before 2029.

35



PUBLICATIONS OF THE FINNISH GOVERNMENT 2021:69

Investments addressing recovery of surplus heat involve building a transmission network
and installing heat exchange pumps and related connections. The potential for recovering
surplus heat must be assessed on a case-by-case basis.

A study commissioned by the Ministry of Economic Affairs and Employment indicates that
the most cost-efficient heating systems make effective use of surplus heat. District heating
storage can reduce the need for peak capacity boilers, which in turn can reduce the use

of fossil fuels. Also, electrical heating technologies can assist the electricity system by
providing flexibility, which is becoming an increasingly important factor.

Heat exchange pumps will be of great importance in recovering surplus heat and as part
of a carbon-neutral energy system. Potential for recovering surplus heat in industry for
use in district heating can be found in Finland.

1.3 Investments in low-carbon gas transmission

There are projects being planned in Finland concerning low-carbon hydrogen production
and biogas and biomethane production. These projects involve investment needs for
low-carbon gas transmission. Some of these projects may require aid in order to be
implemented.

These investment needs are estimated as being minor compared with investments
needed for electricity networks and heating networks, but they are anticipated to grow
in volume later in the 2020s.

Targets

The target is to launch an aid programme promoting electricity, heating and gas
infrastructures during 2021. The projects will have a significant employment impact
during construction.

Billions of euros will be invested in electricity networks in the near future. Electricity
networks play an important role for the functioning of the internal energy market. Clean
electricity production can be connected to the energy system via electricity networks.

Overall investments in heating networks for recovering surplus heat will total hundreds

of millions of euros, and the emission reduction potential here amounts to several per
cent of Finland’s greenhouse gas emissions. Surplus heat recovery may even facilitate

the phasing out of coal in energy production in Finland earlier than in 2029. Surplus heat
recovery solutions provide employment for technology suppliers, the employment impact
mainly being in technology installations, maintenance and upkeep, and indirectly in
technology development.
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Low-carbon gas transmission will allow reductions in process emissions. Investments in
low-carbon gas transmission generate employment impacts in gas production and in
industrial process development.

Target to launch:

®  Projects to improve the electricity infrastructure and to improve electricity
transmission capacity

® Projects promoting the heating infrastructure and sectoral integration

e Low-carbon gas transmission projects

Implementation

Energy infrastructure investments in electricity, heating and low-carbon gas transmission
will be funded through a new aid programme to be set up or through separately notified
projects. If possible, energy subsidies may be allocated (see Investment 2 for a more
detailed description).

Investment target group

The action is targeted particularly at enterprises investing in building infrastructure.

No limits on enterprise size are envisioned. The enterprises in question may be industrial
companies or in the energy sector, or transmission system operators (TSO) or distribution
system operators (DSO) for electricity or natural gas, within the limits of the State aid
system.

According to the current Government Decree on the General Terms for Granting Energy
Support, the aid will be allocated to machinery and equipment, buildings and planning
costs that are essential for the investments. However, the percentage of planning costs
is restricted, and aid will not be granted for example for feasibility studies or similar
preliminary studies. In major projects, the aid is typically allocated to the extra costs
incurred through applying new technology. Any legislative amendments required will
be implemented in compliance with the rules on State aid.

Compatibility with rules on State aid

The current view is that the aid will be granted pursuant to the General Block Exemption
Regulation (GBER), or else notification will be made to the Commission of the projects
according to the Energy and Environmental State Aid Guidelines (EEAG).

Timetable:
The aid programme is to be prepared and the necessary amendments made during 2021.

The application round will be launched as soon as the legislation is enacted.

The application round will proceed in several stages; for major projects in particular, aid
decisions will be front-loaded and made during 2022. Major investments involve the
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risk of whether they will be completed according to the timetable specified; this cannot
be evaluated until the aid programme has been launched, on the basis of applications
received.

Aid could be provided to minor projects also in 2023. The aid decisions will commit to
payment of the aid in instalments payable later according to project progress, the payouts
being based on actual costs. Aid instalments will probably be paid out between 2022 and
2026 for aid decisions made in 2022, and between 2024 and 2026 for aid decisions made
in 2023.

INVESTMENT 2: Deployment of new energy technology (P1C112)

Challenges

Reducing emissions will require the introduction of new, clean technologies in energy
production and use. Increasing clean energy production enables emission reductions
in industry. Promoting clean energy reduces the negative external impacts of energy
production.

The percentage of clean energy in the final consumption of energy has increased rapidly
in Finland and is now among the highest in the EU. However, the majority of our energy
system is still based on fossil fuels. By contrast, emission-free energy accounts for about
80% of electricity production. The percentage of renewable energy is about 55% in
heating and cooling and about 20% in transport. These percentages must be raised
substantially in order to reach the carbon-neutrality target. This, in turn, requires new
energy technologies to be adopted.

New technologies always involve technical and financial risks. An enterprise adopting a
new technology typically has to bear these risks alone. When such projects are successful,
their benefits will accrue to society at large. Typically, costs in the next such projects are
lower than in the pioneer projects, and problems initially encountered can be resolved at
the planning stage. Therefore, in the absence of dedicated aid, enterprises do not have
sufficient incentives and resources to be among the first to act and therefore assume the
risks involved.

Another key challenge in renewable energy projects is that the investments must be
heavily front-loaded, which increases capital costs and makes it more difficult to obtain
funding.

The investment projects listed in this component area are similar in that they involve new

energy technology at the demonstration stage and that in most cases they are large-scale
projects. Investment aid will be of particular use in helping sectors where it is difficult and
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expensive to achieve emission reductions (‘hard-to-decarbonise sectors’). Examples of
investments are given below.

1.1 Offshore wind power

On 19 November 2020, the Commission issued a Communication outlining an offshore
energy strategy for the EU (‘An EU Strategy to harness the potential of offshore renewable
energy for a climate neutral future’). In this Strategy, the Commission proposes a target for
offshore energy production capacity to be achieved by 2030 and by 2050 and describes
key measures for attaining this target.

Offshore energy production has the greatest potential for growth out of all renewable
energy technologies. The Commission notes that tapping this technological and physical
potential is crucial if Europe is to achieve its carbon emission reduction targets for 2030
and become climate neutral by 2050. The Strategy sets increasing the use of offshore
renewable energy as one of the principal targets of the EU. The Strategy proposes to make
offshore renewable energy a core component of Europe’s energy system by 2050. Actions
suggested include encouraging Member States to include reforms and investments
related to renewables deployment, including offshore, in their national recovery and
resilience plans.

The costs of offshore wind power have decreased dramatically worldwide, but the
production technologies are still partly at the development stage. Also, the sea areas of
the EU are very different from each other, and solutions applicable in one location cannot
necessarily be transposed to another as is. Finland has only one actual offshore wind farm.
The overall costs of building such facilities in Finland are increased for example by the fact
that they need reinforced foundation structures because the sea freezes over in the winter.

Also, according to our national legislation, enterprises are themselves liable for the costs of
the power line connecting to the national grid, unlike in certain other European countries
where offshore wind power is more common. Moreover, although Finland has specialist
expertise and infrastructure available for example at shipyards, more offshore wind power
expertise and infrastructure and functions focusing on construction and maintenance at
sea are needed. To drive this trend, at least one major-scale demonstration project must
be built in the near future.

Finland currently does not have production aid systems such as feed-in tariffs available for

new offshore wind farms. Instead, the aim is to shift from production aid to investment aid
targeted at promoting new technologies.
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1.2 Renewable transport fuels (electrofuels, biofuels)

The transport sector generates a significant percentage of all emissions in the global
context, and achieving emission reductions in transport is typically more difficult and
more expensive than in electricity and heating production, where several production
technologies are already sufficiently competitive. Transport accounts for about 29% of all
energy consumption worldwide (IEA 2020) and for about 21% of emissions from energy
and industrial sources. Emission reductions are particularly hard to achieve in heavy

land transport, in shipping and in air transport. So far, air transport has accounted for
only a small percentage of all global emissions, but the number of flights is increasing
rapidly. According to the IEA, passenger traffic increased by an average of 5% per annum
between 2000 and 2019. Flights are now less emission-intensive, principally due to energy
efficiency measures, and this has reduced the net impact on emissions. Nevertheless,
more than 99.5% of the fuel used in air transport is fossil-based jet fuel, and it is therefore
difficult to achieve substantial reductions in air transport emissions without the
introduction of alternative clean fuels.

The Renewable Energy Directive stipulates that renewable energy must account for at
least 14% of energy consumption in transport by 2030. The sub-target for advanced
biofuels is 3.5%. It is estimated (AFRY 2020) that the demand for renewable fuels in road
transport will almost double from about 20 Mtoe in 2020 to as much as 40 Mtoe in 2030.
If transport electrification targets are not attained, demand for other renewable fuels will
grow even more sharply. In liquid fuels, the greatest growth is expected in ‘drop-in fuels’.
An increase of about 8 Mtoe in the use of drop-in fuels is expected in road transport,
while the combined demand under ReFuelEU and national targets in air transport in 2030
is estimated at 4 Mtoe. In the preparation of the national distribution obligation (2019),
it was estimated that the target set for Finland for 2030 will require a biofuel volume of
about 0.8 Mtoe (2019: c. 0.55 Mtoe).

Emissions from heavy vehicle traffic can be reduced quickly and cost-efficiently with
biofuels and other renewable fuels. Many biofuels and electrofuels (Power-to-X) have

the advantage of being usable by the current vehicle stock as is, meaning that achieving
emission reductions will not require the building of major new infrastructure or alterations
to vehicles. Emission reductions can thus be achieved quickly.

However, current biofuels are largely produced using food plants and fodder plants or
other raw materials in which shortages may arise if production increases significantly. In
the production of fuels from waste or surplus fractions, from sources such as seaweed
and in ‘Power-to-X' production, the technologies are still in the development phase. Also,
EU legislation on biomass and renewable transport fuels has been in a constant state

of uncertainty. Another challenge is that proof of concept in emerging technologies
typically requires an industrial-grade facility to confirm that the technology works as
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intended, and on the other hand, large-scale projects are more profitable than small-scale
ones. However, investments such as this are often extremely front-loaded, and it is thus
challenging to obtain funding for them. Because of the technological and regulatory risks
and other challenges, not a lot of investments have been made in these new technologies
in recent years.

The transport sector is not covered by the emissions trading system, except for air
transport. The major steering mechanisms in the transport sector are fuel taxation and
the distribution obligation. However, these typically only apply to ground transport.
Only some individual countries have enacted blending obligations or distribution
obligations in respect of shipping and air transport. As the vast majority of international
cargo is transported by sea and by air, distribution obligations imposed by individual
countries may compromise the international competitiveness of those countries.
Deploying such steering measures will require a broader consensus on their necessity.

The Green Deal launched the ReFuelEU initiative to accelerate the adoption of sustainable
aviation fuels. The European Commission is scheduled to publish a basic proposal for

the legislation in early 2021. The European Commission notes that renewable aviation
fuels have great potential for reducing emissions in air transport. The purpose of the
ReFuelEU initiative is to boost the supply of and demand for renewable aviation fuels in
the EU to reduce the environmental footprint of air transport and to help the EU attain

its environmental targets. The target levels in the ReFuelEU initiative are 2% renewable
aviation fuels by 2025 and 5% renewable aviation fuels by 2030.

The International Maritime Organisation’s initial strategy on the reduction of greenhouse
gas emissions from ships was adopted in spring 2018. This Strategy foresees a need to
reduce carbon intensity as an average across international shipping by at least 40% by
2030, pursuing efforts towards 70% by 2050, compared to 2008.

Distribution obligations and fuel taxation are effective means for increasing the use of
renewable fuels in transport. However, these steering measures are neutral in respect

of the novelty of the production technology and do not encourage the adoption of new
technologies still in the process of commercialisation. As distribution obligations become
more peremptory, renewable fuels will be in short supply, which will probably drive up
supplier prices. This will cause a significant increase in consumer prices in turn, which will
have a detrimental effect on the purchasing power of households and on competitiveness,
as logistics costs increase. For these reasons, it is important to augment the current
steering measures with State aid specifically aimed at commercialising emerging
technologies and at demonstration projects. Early promotion of new technologies

can increase the supply of renewable fuels in the longer term, thus providing more
alternatives and curbing pressures to increase prices.
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1.3 Non-combustion heating production

There are several alternatives to coal in energy production. Phasing out coal in heating
production is being promoted with new non-combustion solutions such as heat recycling,
sea water heat exchange pumps, energy storage, geothermal energy and surplus heat.

Finland has a significant geothermal energy potential whose profitability is being
currently explored through studies and demonstration projects. It is estimated that the
production potential for geothermal energy will be about 2 TWh by 2030.

Geothermal heat can be leveraged at various orders of magnitude. Regional geothermal
heating systems can be built with geothermal boreholes less than 1 km deep (generally
about 300 m deep), geothermal energy wells 1 to 3 km deep, or geothermal power plants
4 to 7 km deep.

There are some geothermal energy projects in progress in Finland, but there is as yet no
experience of long-term use. Geothermal energy involves significant locational risks. For
example, groundwater aquifers may limit the exploitation potential of geothermal energy.

1.4 Other renewable energy projects

The main focus will be on the aforementioned large-scale demonstration projects.
These themes could be augmented with other projects involving renewable energy
and emerging technologies, such as the use of biogas in transport with inputs so far
underused, large-scale solar power projects and energy storage projects.

Targets

The target is to set up the aid programme as soon as possible, so that projects could be
launched beginning in 2022. The target is to launch one or more projects in the categories
described above, provided that the projects for which applications are submitted can be
delivered within the timetable given.

Demonstration projects will be leveraged to commercialise the technologies referred to
above and to lay a foundation for their further development. Also, with an aid programme
broader than before, project development can be accelerated, and thus the number of
projects out of which some may be delivered without requiring aid, on the back of the first
successful demonstration projects, can be increased.

The use of renewable energy will increase as a result of the direct impact of the projects
and indirectly as the technologies are further developed and commercialised. No
targets for power output or production have been set, because the importance of the
initial demonstration projects is not in their direct impact. It was also considered that it
is not feasible to set quantitative targets separately for each technology. What is more
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important is to facilitate the development of several production technologies and to allow
enterprises and the market to decide how much to invest in each particular technology.

The projects described above will have a significant employment impact during
construction, albeit the impact differs greatly according by theme and project. New
jobs will be directly created for example in biofuel projects. New jobs will be indirectly
created in enterprises that produce and develop the technologies involved. However,
this employment impact is difficult to estimate. As technologies are commercialised
and become more widespread, they will foster growth and global export potential.
Diversifying the energy system will make it more resilient and more flexible while
reducing our dependence on imported fossil fuels. In 2017, about 44% of Finland’s
energy production relied on imported energy.

Implementation

The aim is either to update the Government Decree on the General Terms for Granting
Energy Support 2018-2022 (1098/2018) or to draft a completely new Government
Decree. Aid granted pursuant to the aforementioned Government Decree will be based
on existing processes and information systems. The aid is processed by Business Finland
and by the Energy Department of the Ministry of Economic Affairs and Employment.
The projects with the largest investment costs are processed at the Ministry of Economic
Affairs and Employment, and therefore it is likely that the aid for this component area will
be processed and decided upon entirely at the Ministry. Expanding the aid programme
or preparing a new aid programme, and processing the aid cases, will require additional
resources compared to the present situation.

A small portion of the funding will be allocated to hiring temporary human resources for
environmental permits and procedures and for processing funding and projects between
2021 and 2023. The green transition package (component areas 1-3) involves major
investments, and the risk is that without additional resources the processing of investment
applications and the permit process will take 1-2 years. Out of the EUR 6 million allocation,
EUR 2.25 million will be used for personnel costs in the Environmental Permits divisions

of Regional State Administrative Agencies, because any individual investment may

require several environmental or water permits. A further EUR 2.25 million will be used for
personnel expenses in the Environment divisions of Centres for Economic Development,
Transport and the Environment for environmental impact assessments, exemptions and
promotion of offshore wind power construction. EUR 0.75 million will be allocated to the
Vaasa Administrative Court for processing any complaints filed against environmental
permit decisions. The remaining EUR 0.75 million will be allocated to local authorities

and regions, which are the key authorities in promoting regional planning, construction
permits and various energy projects and for permit application processes.
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Investment target group

The action is targeted particularly at enterprises investing in the production facilities
described above. No limits on enterprise size are envisioned, and it is not intended for
the aid to be targeted at particular regions.

According to the current Government Decree on the General Terms for Granting Energy
Support, the aid will be allocated to machinery and equipment, buildings and planning
costs that are essential for the investments. However, the percentage of planning costs
is restricted, and aid will not be granted for example for feasibility studies or similar
preliminary studies. In major projects, the aid is typically allocated to the extra costs
incurred through applying new technology.

The final selection of investment projects will be competitive, the main criteria being the
significance of each project in terms of the impact of technology demonstration and the
feasibility of each project.

Compatibility with rules on State aid

The current view is that the aid will be granted pursuant to the General Block Exemption
Regulation (GBER), or else notification will be made to the Commission of the projects
according to the Energy and Environmental State Aid Guidelines (EEAG). The Commission
must be separately notified of projects involving offshore wind power and renewable
transport fuels (EEAG).

Supporting the aforementioned themes is consistent with the current rules on State aid.
However, the revising of the rules on State aid in the near future fosters uncertainty.

Some projects may receive support from other EU programmes or through national
instruments. At the innovation stage, projects may find funding through the Horizon
Europe programme, for example. In regions, some funding may be available through the
Just Transition Fund (JTF). At the investment stage, funding may be available from the EU
Innovation Fund. It will be ensured for all projects that their funding is in compliance with
current rules on State aid, with particular reference to cumulative aid. Aid applicants must
notify the authorities if their project has been granted or is being granted aid from other
public funding sources.

Timetable

The aid programme is to be prepared and the necessary amendments made during 2021.
The application round will be launched as soon as the legislation is enacted. If necessary,
a preliminary round of applications for declaration of intent could be organised in 2021.
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The application round will proceed in several stages; for major projects in particular, aid
decisions will be front-loaded and made during 2022. Major investments involve the
risk of whether they will be completed according to the timetable specified; this cannot
be evaluated until the aid programme has been launched, on the basis of applications
received.

Aid could be provided to minor projects also in 2023. The aid decisions will commit to
payment of the aid in instalments payable later according to project progress, the payouts
being based on actual costs. Aid instalments will be paid out between 2022 and 2026 for
aid decisions made in 2022, and between 2024 and 2026 for aid decisions made in 2023.
The final aid instalment (e.g. 20%) will only be paid out if the project has been completed.

Investment and reform package for Aland (P1C113)

Energy system based on offshore wind power and renewable energy production
The project will focus primarily on strategic development target no. 6 in the Development
and Sustainability Agenda for Aland (a significantly higher proportion of energy from
renewable sources, plus increased energy efficiency). Another aim is to make a positive
contribution to the Nordic energy market and to the attainment of renewable energy
targets of Finland and of the Nordic countries.

The package will have a positive impact on the Province of Aland, for example in the
form of establishing new enterprises, creating new jobs and increasing R&D investments.
Project launching will create opportunities for enterprises on Aland to provide various
services. Local labour will be needed by enterprises from outside Aland operating in

the region. The projects will continue to have a positive impact on the labour market in
Aland after completion as well. Project launching will increase demand for training in
wind power, including further training. These investments will reduce greenhouse gas
emissions. The projects also have a digitalisation dimension, albeit not a very prominent
one relative to the overall scope of the project.

A large-scale offshore wind power component project and related ‘power-to-X" measure
will be implemented under the leadership of the Government of Aland. Because the
project is very broad in scope and demanding in nature, external experts will have to be
consulted. Part of the proposed funding will be used for offshore wind power consultant
services. The Government of Aland has commissioned a roadmap from the Lappeenranta
University of Technology to outline the potential of additional offshore wind power
construction and increased electricity production. The roadmap will be completed in
June 2021.
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The energy production area defined in the Maritime Spatial Plan for Aland is about
1,000 sg.km.,and the potential rated power of the offshore wind farm is estimated at 6 GW.

Because the technical design is very much in its early stages, a considerable quantity

of various consultant services will be needed. Investments in new infrastructure will be
needed for distributing the energy produced (electricity, hydrogen), including power
lines and pipelines. The energy produced will be transmitted to mainland Finland and to
Sweden, to be fed into their respective national grids.

The Government of Aland is preparing to commission preliminary studies for Aland to
benefit as widely as possible from the future offshore wind power construction. These
include seabed studies and measurements of wind conditions.

The completion of the offshore wind power project from start to finish is estimated to
take 10 to 15 years. The planning and preparation phase is estimated to continue until
2024. It is very much early days in project planning at this point. Planning and preparation
will be a public procurement subject to competitive tendering and funded out of the RRF.

Another renewable energy component project is about promoting production
investments in solar energy. The energy and climate strategy for Aland sets as a target
the building of 17 MW of solar energy capacity by the year 2030. The funding to be
granted will be allocated to major solar power park investments made by enterprises,
local authorities or communities. The investments will probably mainly be made
between 2021 and 2025. There can be one or several projects to be funded. It is very
much early days in project planning at this point. There is some interest in the potential
funding for solar power parks. Any solar power production projects will be funded by
investors, and RRF funding will cover part of the funding needs.

Compatibility with rules on State aid: Studies on offshore wind power will be
commissioned through a public procurement procedure. Aid for solar power investments
will be granted through competitive tendering (GBER, Article 41).

Open strategicindependence and security matters

No direct impact.

Trans-border and multinational projects

Under investment 1.1, an 800 MW AC power line is being planned between northern
Finland and northern Sweden. This power line is to run from Messaure in Sweden via
Keminmaa to Pyhaselka, a distance of some 370 km. This is on the EU’s list of Projects
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of Common Interest (PCl), and the plan is to use TEN-E funding for the project. It will be
ensured when providing funding to RRF projects that there is no accumulation or overlap
of funding.

The RRF projects are not directly related to the building of an AC power line between
Finland and Sweden, but they do partly occupy the same geographical region in northern
Finland, where wind power is a rapid growth industry.

Green dimension in the component area

All investments in this component area will be implemented so as to facilitate reductions
in greenhouse gas emissions and the mainstreaming of climate actions. The Do No
Significant Harm principle will be complied with in accordance with Regulation 2020/852.
Investments will be directed to renewable energy production and energy transmission.

The investment and reform package in component P1C1 is 100% supportive of the
green transition.

Investments will be made in various forms of renewable energy production, such as
offshore wind power (028 Renewable energy: wind), industrial-scale solar power
(029 Renewable energy: solar), other renewable energy such as geothermal energy
(032 Other renewable energy). 100% supportive of the green transition, reducing
emissions and curbing climate change.

Transport biofuel production forms part of the intervention field Biomass with high
GHG savings (030bis), reducing emissions by at least 65%, based on the calculation
methods given in the Renewable Energy Directive (REDII). These requirements will be
considered in the project funding decisions.

Projects concerning energy systems and energy storage aim to foster solutions to reduce
the use of fossil fuels in energy systems and to promote integration of the energy system.
The projects curb climate change by facilitating a transition to clean energy, in keeping
with the intervention field Smart Energy Systems (including smart grids and ICT systems)
and related storage (033).

Projects addressing district heating production and transmission are being planned to
increase renewable energy production and surplus heat recovery. In district heating
projects, life cycle emissions amount to 100 gCO2e/kWh, or they concern surplus heat

in accordance with intervention field High efficiency co-generation, district heating and
cooling (034bis). These requirements will be considered in the project funding decisions.
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Digital dimension in the component area

The investment and reform package in component P1C1 is 19% supportive of the digital
transformation.

Energy infrastructure investments P1C111 have to do with the intervention field Smart
Energy Systems (including smart grids and ICT systems) and related storage (033) and
are 40% supportive of the digital transformation, because energy system investments
promote the development of smart energy systems. Smart control and regulation of
electricity, heating and low-carbon gas transmissions rely on digital solutions. Some
investments concern digital control systems. Investments will also be used to promote
energy storage potential. These requirements will be considered in the project funding
decisions.

Do No Significant Harm

The investment and reform package in component area P1C1 complies with the criteria
of the Do No Significant Harm (DNSH) principle.

However, the criterion of biodiversity and ecosystem protection and restoration has been
investigated in more detail for the reform P1C1R1 (‘Significant reduction of energy use

of coal’). The reform is in compliance with the DNSH principle in respect of this criterion
too, because the replacement production investments (e.g. in wind power and wood
bioenergy) will be made so that their impacts will not do significant harm, as ensured in
local planning and permit processes. Finnish power and heating plants that burn wood
biomass use fuels that are in compliance with the Renewable Energy Directive (REDII).

Similarly, the criterion of biodiversity and ecosystem protection and restoration has been
investigated in more detail for the reform P1C1R2 (‘Energy taxation reform to consider
technological advancements’). The reform is in compliance with the DNSH principle in
respect of this criterion too, because the production investments replacing fossil fuels will
be made so that their impacts will not do significant harm, as ensured in local planning
and permit processes. Finnish power and heating plants that burn wood biomass use
fuels that are in compliance with the Renewable Energy Directive (REDII).

The criterion of biodiversity and ecosystem protection and restoration has also been
investigated in more detail for the investment P1C111 (‘Energy infrastructure’). The
investment is in compliance with the DNSH principle in respect of this criterion too, for
example because environmental impact assessments are performed for the projects when
required by law, pursuant to the Act on Environmental Impact Assessments. If a project

is likely to cause a significant detriment to natural values in an area protected under the
Natura 2000 network, then environmental impacts must be assessed pursuant to the
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Nature Conservation Act instead. Environmental permits will only be granted to projects
that are fully in compliance with the Environmental Protection Act and the Waste Act.

For investment P1C112 (‘Introduction of new energy technology’), four criteria have

been investigated in more detail: Sustainable use and protection of water resources and
natural resources in the sea; Transition to the circular economy; Preventing and reducing
environmental contamination; and Biodiversity and ecosystem protection and restoration.
However, the investment complies with the DNSH principle for these criteria because of
the reasons given below.

Environmental impact assessments are performed for the projects when required by

law, pursuant to the Act on Environmental Impact Assessments. If a project is likely to
cause a significant detriment to natural values in an area protected under the Natura

2000 network, then environmental impacts must be assessed pursuant to the Nature
Conservation Act instead. Environmental permits will only be granted to projects that
are fully in compliance with the Environmental Protection Act and the Waste Act,

and with the Water Framework Directive in respect of protecting the sea. The placement
of offshore wind frams must comply with the targets of the maritime management

action plan and maritime management plans based on the Marine Strategy Framework
Directive. In geothermal energy projects, potential adverse impacts on surface waters and
groundwater will be considered in the placement and implementation of the projects.
Projects that may be relevant for the criterion. For the transition to the circular economy,
the national waste plan intended to promote the reuse of biodegradeable material will be
considered. By-products, scraps and waste with no other recovery potential will be used
for biogas production. Transport biofuels will be produced using raw materials consistent
with REDII that result in substantial emission reductions.

Investments P1C113 in Aland focus on reform needs related to clean energy. Potential
trans-border impacts will be considered as the investment phase begins in offshore wind
power projects.

For a more detailed discussion, see Appendix 3: DNSH tables.

Costs to be covered out of RRF funding:

EUR 318.7 million, consisting of the following investments

e Energy infrastructure: EUR 155 million
® Investments in emerging energy technology: EUR 161 million
e Renewable energy investment in Aland: EUR 2.7 million
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INDUSTRY RENEWAL AND INVESTMENTS SUPPORTING THE GREEN AND
DIGITAL TRANSITION

Description of component area:

Policy area: hydrogen economy, carbon dioxide capture and use, electrification and
energy efficiency in industry, battery value chain, bioeconomy, circular economy,
climate policy.

Targets: The key targets in this component area have to do with the green transition,
jobs, business structure reform, sustainable growth and exports.

Green transition The purpose of investments in this component area is to promote
reduction of emissions, resource efficiency and carbon handprint solutions in
industry. The target is to achieve a combined reduction of 1 Mt of CO2eq per year by
2026 with these investments. Another target is to increase the reuse and recycling of
materials, residues and waste in various value chains, such as the bioeconomy and
battery manufacturing.

Jobs, growth and exports: The purpose of the investments is to support economic
reform and new kinds of growth, employment and exports on the strength of the
carbon handprint impacts of enterprises. Investing in high-tech solutions represents
an opportunity for Finland to multiply the benefits of climate efforts, as Finnish
know-how can help reduce emissions and create sustainable solutions worldwide.

Reforms and investments’:
Reforms:
1. Reform of the Climate Change Act and low carbon renewal of industries (P1C2R1)

2. Strategic promotion of the circular economy and reform of the Waste Act
(P1C2R2)

Investments:
1. Clean hydrogen and CCS/CCU in industry, EUR 156 million (P1C2I1)

2. Direct electrification and low carbonisation of industrial processes, EUR 60
million (P1C212)
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3. Reuse and recycling of key materials and industrial residues, EUR 110 million;
of which EUR 30 million for the bioeconomy and EUR 30 million for recycling
solutions in battery manufacturing (P1C213)

RDI actions addressing the green transition are described under pillar 3.

Estimated costs: Significantly reducing emissions in Finnish industry and promoting
reuse and recycling of materials will require investments totalling tens of billions of
euros. In the funding period 2021-2026, green transition investments will amount to
about EUR 2 billion, of which more than 10% will be covered with RRF funding (EUR
326 million in all).

Principal challenges and targets
a. Principal challenges

The greatest and most urgent challenge facing humanity apart from loss of biodiversity is
global warming. Finland aims to do its part to curb global warming with ambitious climate
targets. The Government Programme of Prime Minister Marin's Government declares that
Finland will become carbon-neutral by 2035. Attaining this target will require a significant
reduction in industrial emissions. According to the sector-specific low-carbon roadmaps
completed in summer 2020, it is possible to achieve the proposed reduction in emissions,
but this will require investments amounting to tens of billions of euros in new innovations,
in process electrification and in emission-free electricity production. These investments
will not happen to the extent needed or in the time frame needed without public
intervention, because they are not necessarily financially viable in their own right.

In an assessment of Finland’s sustainable development policy, climate change, the state
of the environment and overconsumption as well as the increasing inequality of society
were identified as the greatest challenges in Finland. In order to attain our climate targets
and halt biodiversity loss, we must pay more attention to the sustainable use of natural
resources, employing the means of the circular economy. Pressures toward using virgin
natural resources can be reduced through investments in industrial solutions promoting
business models that enhance resource efficiency, materials reuse and significant
increases in recycling. The consumption of non-renewable natural resources will decrease
and the sustainable use of renewable natural resources may increase to the extent that the
total consumption of primary raw materials in Finland in 2035 will not exceed what it was
in 2015. The natural resources used to manufacture exported products are not covered by
the target in this programme proposal.
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The principal challenges involved in investments in this component area are:

¢ High investment need and costs. Tens of billions of euros in investments
are needed to achieve a significant reduction in industrial emissions and to
create high added value products manufactured from residues and waste from
production processes.

e Competitiveness of new solutions. Low-carbon and sustainable solutions
are not necessarily financially profitable as yet, compared with technology
currently in common use. Public funding will be deployed to help these
solutions become competitive.

e Excess consumption and low recycling rates.\We must pay more attention
to the sustainable use of natural resources, employing the means of the
circular economy. The recycling rates for community waste, building waste,
demolition waste and plastic packaging in Finland are low compared to the
present and future requirements in EU directives and the national Waste Act.
There is also plenty of unused potential in the use of industrial residues and
waste. Finland’s Circular Material Use rate (CMU) is lower than the EU average.

® Greatincrease in electricity consumption and need for clean energy.
Significant reductions in industrial emissions and electrification of energy-
intensive industries will greatly increase electricity consumption in the future,
which in turn will require investments in renewable electricity production
capacity (see the component area ‘Energy system transformation’). Energy-
intensive industries cannot make far-reaching changes to their processes
before sufficient availability of renewable and clean energy has been ensured.
In respect of increasing the use of low-carbon hydrogen, Finland is at a
disadvantage for example because of a higher market price for electricity
than in neighbouring countries and a lack of experience in the use of
hydrogen in industry and transport applications.

e Other challenges. For enterprises to be willing to invest in low-emission
processes and solutions, clear-cut EU-level regulation is needed to set the
benchmarks for profitability.

b. Targets

Low-carbon industry, sustainable batteries, electrification, and circular economy e.g.

to increase the processing value of industrial residues will significantly contribute to

the attainment of national and EU-level carbon-neutrality targets. The targets will have
positive impacts not only on the climate and the environment but also on employment,
economy reform, growth and the digital transformation. Promoting a low-carbon industry,
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sustainable batteries, electrification and high-value circular economy products and
solutions are at the core of the New Industrial Strategy for Europe (COM(2020) 102 final)
and A New Circular Economy Action Plan (COM(2020) 98 final) and also form an important
part of A hydrogen strategy for a climate-neutral Europe (COM(2020) 301 final), the Battery
Regulation (COM(2020) 798/3 2020/353), A European strategy for data (COM(2020) 66
final), An SME Strategy for a sustainable and digital Europe (COM(2020) 103 final) and

the EU Green Deal. Industrial reforms in these areas contribute to the RRF ‘Power up’

and ‘Recharge and Refuel’ flagship areas. The actions also address the 2019 and 2020
Country Specific Recommendations for Finland directly. The actions will promote the
recommended actions given in the updated EU Bioeconomy Strategy and in the Council
conclusions on that document.’ The key targets for this component area are described
below.

1. Green transition: The purpose of investments in this component area is to promote
reduction of emissions and resource efficiency in industry. The target is to achieve
a combined reduction of 1 Mt of CO2eq per year by 2026 with these investments.
Another target is to increase the reuse and recycling of materials, residues and waste
in various value chains, such as the bioeconomy and battery manufacturing. The target
is, for example, to promote the materials circulation of plastics, textiles, electrical and
electronic devices, battery materials, building materials and demolition materials.

2. Employment and growth: The investments in this component area are intended to
have a combined employment impact of thousands of person-years between 2021
and 2026. Technology and production model reforms will reduce carbon footprints at
home, and there is an even greater carbon handprint potential in exports. According
to the roadmap for the technology industry, global demand for low-carbon solutions
will increase by at least 20% per annum just to fulfil the climate commitments already
made. This will translate into a growth of more than EUR 3 billion in Finland’s annual
exports. With recovery measures, the demand for low-carbon solutions may even
double, which will boost Finland’s annual export potential to more than EUR 30
billion.

C National strategic circumstances

The reforms and investments addressing low-carbon industry, electrification, sustainable
batteries and high-value products are linked to the climate targets of the EU Green
Deal and of Prime Minister Marin’s Government. Investments in this component area

5 The updated Bioeconomy Strategy “A sustainable Bioeconomy for Europe: strenghtening the con-
nection between economy, society and the environment” - Council conclusions (29 November 2019).
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support the national Climate Act to be updated in 2021, the National Climate and Energy
Strategy and Medium-term Climate Change Policy Plan, and they will also promote the
execution of the sector-specific low-carbon roadmaps in accordance with the Government
Programme of Prime Minister Marin’s Government while being consistent with the
National Battery Strategy published in January 2021 and other aims for industry in terms
of improving competitiveness and international growth, etc.

The Government Programme committed Finland to strategically promoting the circular
economy. The Strategic Programme to Promote a Circular Economy, aiming for the year
2035, was completed at the end of 2020. The Government Resolution to implement
that Programme was adopted in April 2021. The Waste Act, which is of key importance
in regulating the operating environment of the circular economy, and the National
Waste Plan are currently being revised in the interests of attaining the ambitious
recycling targets mandated by the EU, etc. Recycling and preparation for reuse have
acquired an increasingly important role in waste management legislation and in the
National Waste Plan.

An update of Finland’s National Bioeconomy Strategy will be completed during 2021.
Its targets include increasing added value and leveraging bioeconomy residues along
with promoting regional bioeconomies, while considering the limitations imposed
ecological carrying capacity of the Earth.

Investments in low-carbon solutions in industry support the Government’s target of
Finland becoming carbon-neutral by 2035 and offer opportunities for scaling up solutions
in the Finnish technology industry to translate them into global exports. Investments

in hydrogen, carbon dioxide recovery and use and electrifying industrial processes and
reducing their carbon footprint will have the combined effect of significantly reducing
emissions from Finnish industry. Participating in the IPCEI Hydrogen links Finland to a
European value chain and offers growth potential for enterprises in the field. Investments
in the battery value chain support an EU-level transition to low-emission transport.

Description of reforms and investments in the component area

a. Reforms

REFORM 1: Reform of the Climate Change Act and low carbon renewal of industries
(P1C2R1)

According to the Government Programme, Marin's Government will update the Climate
Change Act so that the carbon-neutrality target can be achieved by 2035. Emission
reduction targets for 2030 and 2040 will be included in the Act, in line with the path

to carbon neutrality, and the target to 2050 will be updated. The target group for the
Climate Change Act reform is society at large. The most significant steering measure
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in the Act consists of the climate plans used to attain the curbing and adjustment
obligations specified in the Act. The Act is principally binding only on central and

local government authorities, but implementing the plans will extend their impacts to
various sectors and private citizens, depending on the actions taken. As an example, the
Government will revise the National Climate and Energy Strategy to apply to all sources
of and sinks for greenhouse gas emissions, in coordination with the updating of the
Medium-term Climate Change Policy Plan.

The sector-specific low-carbon roadmaps specified in the Government Programme were
published in autumn 2020. Delivering on these roadmaps requires major investments
whose impacts will extend decades into the future. Opportunities identified in the
roadmaps include industrial process electrification, phasing out fossil fuels and emission
reduction measures based on low-emission solutions. If all industrial processes in Finland
were to be electrified, it will technically be possible to achieve emission reductions of

3.4 MtCO2. This electrification will increase electricity consumption in industry by about
11 TWh per year.

Challenges: In 2019, Finland’s greenhouse gas emissions totalled 52.8 Mt CO2 eq.
According to the sector-specific roadmaps, the chemical industry aims to reduce its
carbon footprint in Finland over the next 25 years so as to bring its current emissions of
5.7 Mt CO2 eq per year (2019) to as close to zero as possible. Direct emissions from plants
in the forest industry amounted to about 3 Mt CO2 eq in 2019. In the technology industry,
direct emissions in the various fields totalled about 4 Mt CO2 eq in 2018. The majority of
this came from metal processing, metal ore extraction and industrial mineral extraction.
Emission reduction measures in the technology industry are mostly based on electrifying
processes and machinery, on improving energy efficiency and materials efficiency, on
the circular economy and on adopting digital solutions. The measures required will
considerably increase electricity consumption.

Achieving significant reductions in industrial emissions will require investments
amounting to tens of billions of euros. Low-carbon solutions are not necessarily
competitive as yet, compared with technology currently in common use. What emerged
in the roadmap preparation is that not all enterprises are able or willing yet to undertake
a low-carbon shift, which makes it all the more important to proceed in coordinated
cooperation and with competent leadership.

Targets: The Climate Change Act is to be revised and reinforced, and the National Climate
and Energy Strategy and the Medium-term Climate Change Policy Plan will be updated

in the interests of achieving carbon neutrality for Finland by 2035. The targets include
promoting the emission reduction measures identified in the sector-specific low-carbon
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roadmaps that are supportive of the Government’s efforts to achieve a carbon-neutral
Finland.

Implementation: The Ministry of the Environment is responsible for revising the Climate
Change Act and for enacting the amendment, and for coordinating the updating of

the Medium-term Climate Change Policy Plan. The Ministry of Economic Affairs and
Employment is responsible for the preparation and implementation of the updating

of the National Climate and Energy Strategy and of the National Bioeconomy Strategy.

Emissions from industrial processes will be reduced through investments made by
enterprises; public authorities can influence how, when and to what extent they are
made by offering funding to mitigate investment risks, within the confines of EU rules
on State aid.

Stakeholder input: There are various stakeholders widely involved in the administrative
reforms related to attaining Finland’s carbon-neutrality target, such as industry
representatives. Various sectors have also drawn up low-carbon roadmaps of their own.

It is enterprises that are responsible for making investments to reduce greenhouse

gas emissions; without these investments, the projects will not go forward. Principally,
enterprises are expected to invest 60% to 80% on their own account in these investments.

Expected complications A potential complication for implementing the proposed
administrative changes and for attaining climate targets may come for example from

the emissions trading system not functioning in a way conducive to attaining the targets.
Electrification may cause electricity consumption in industry to double, resulting in an
increase of more than 50% in electricity consumption in Finland by 2050. Significant
investments are needed to increase the capacity for low-emission electricity generation
and to expand the transmission network.

Reform target group: The Climate Change Act is binding upon the authorities; it does
not impose direct bans or obligations on enterprises, private individuals or industries.
The Act defines the measures for attaining the targets specified in the Act. The target
group for strategies, plans and programmes implementing the Climate Change Act
includes sectors that generate greenhouse gas emissions. For example, 13 sectors have
prepared sector-specific low-carbon roadmaps. The major emitters in industry are large
corporations. Emissions from the ten largest industrial facilities in Finland constitute 75%
of all of Finland’s industrial emissions. The major emission sources are the steel, chemical,
paper and concrete industries.

Implementation timetable: The Government’s proposal for the amended Climate
Change Act should be ready in 2021. The aim is for the revised Climate Change Act to be
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enacted by Parliament and published by Q2/2022. The reform of the National Energy and
Climate Strategy and the update to the Medium-term Climate Change Policy Plan will be
completed in autumn 2021. The sector-specific low-carbon roadmaps are being put into

practice. The National Battery Strategy was completed in January 2021, and the National

Bioeconomy Strategy update will be completed in summer 2021. The assumption is that

the strategies, plans and roadmaps related to the revised Climate Change Act will also be
updated during the next electoral term (2023-2027).

State aid: This reform is legislative in nature and related to the roadmaps prepared by
industries themselves and does not require a review of the State aid regulations.

REFORM 2: Strategic promotion of the circular economy and reform of the

Waste Act (P1C2R2)

As part of the Government Programme, there is a Strategic Programme to Promote

a Circular Economy extending to 2035, implementation of which will begin in spring
2021.This Programme puts Finland at the cutting edge worldwide in seeking to reduce
consumption of non-renewable natural resources and in limiting the overall use of
domestic material natural resources.

The Waste Act, which is of key importance in regulating the operating environment of
the circular economy, and the National Waste Plan are currently being revised in the
interests of attaining the ambitious recycling targets mandated by the EU, etc. The waste
management legislation reform includes amendments to the Waste Act and to several
Decrees. The key changes include obligations for enterprises to collect packaging and
biowaste separately and for packaging producers to assume the costs of packaging
waste management, besides providing for implementation of the Single-Use Plastics
(SUP) Directive and imposing a separate collection obligation for textile waste at regional
collection points.

Challenges: In an assessment of Finland’s sustainable development policy (2019),
overconsumption was one of things identified as the greatest challenges in Finland.
Going forward, we must pay more attention to the sustainable use of natural resources,
employing the means of the circular economy. The circular economy is being promoted
with a strategic programme aiming at the year 2035, where the key challenges are
identified as: high overall consumption of natural resources; slow advancements in
resource productivity; and low Circular Material Use (CMU) rate, meaning the percentage
of recycled materials in all material use.

The recycling rates for community waste, building waste, demolition waste and plastic

packaging in Finland are low compared to the present and future requirements in EU
directives and the national Waste Act. We need much more sorting and much more
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recycling capacity in order to attain the binding recycling targets. It may be challenging to
implement separate collection obligations, because the roles and responsibilities in waste
collection and transport are not clear. For example, having packaging waste collected
separately will require a new kind of cooperation between local authorities and packaging
producers. Digital waste management and product information systems are incomplete
and under constant development.

Targets: In Finland’s Strategic Programme to Promote a Circular Economy, aiming for
the year 2035, the following targets are set for the sustainable and efficient use of natural
resources:

® The consumption of non-renewable natural resources will decrease and the
sustainable use of renewable natural resources may increase to the extent
that the total consumption of primary raw materials in Finland in 2035 will
not exceed what it was in 2015. The natural resources used to manufacture
exported products are not covered by the objective.

e The productivity of resources will double by 2035 from what it was in 2015.

e The Circular Material Use rate (CMU) will double by 2035.

With regard to the targets, one of the key actions in the Strategic Programme is the
agreement on a low-carbon circular economy society. Various sectors and bodies, such as
business associations and local authorities, may accede to this voluntary agreement by
setting targets and drawing up roadmaps on concrete actions to further the objectives

of the Strategic Programme, i.e. to reduce the use of natural resources, to increase the use
of recycled materials and to promote a low-carbon circular economy society. To support
this agreement, scenarios extending to 2035 concerning the use of natural resources and
their environmental and economic impacts will be prepared in collaboration with research
institutions. These scenarios will help participants in the agreement process identify their
most effective and concrete actions for selection for their roadmaps.

The target of the waste management legislation reform is to promote the circular
economy and to grow the material reuse and recycling business and increase employment
in it. The principal target, however, is to implement the binding recycling obligations in
the EU Waste Framework Directive. The recycling rate of municipal waste will be raised
from the present 41% to at least 55% The recycling rate of plastic packagings will be

raised from 31% to 50% in 2025 and to 55% in 2030. The recycling rate of building waste
and demolition waste will be raised to at least 70%. Finland will introduce widespread
collecting and processing of textile waste in 2023.
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Implementation: The proposal for the Strategic Programme to Promote a Circular
Economy was completed in December 2020. The Government Resolution to implement
that Programme was adopted on 8 April 2021. A cross-sectoral steering group supported
by ministries is coordinating and monitoring implementation of the Programme and will
report to the Ministerial Working Group on Climate and Energy Policy. The revised waste
management legislation will be enforced by the Ministry of the Environment. Enforcement
of the Waste Act will be enhanced through publicity and training arranged for officials
and other stakeholders. Among other things, the Ministry of the Environment will appoint
a working group to monitor the implementation and effectiveness of ‘End of Waste’
regulation. Centres for Economic Development, Transport and the Environment will set
up regional working groups to implement a nationwide waste management plan as per
the Waste Act.

Stakeholder input: The Strategic Programme to Promote a Circular Economy contains
more than 40 proposed actions for operators such as ministries, regions, local authorities,
enterprises and private individuals.

Expected complications: Cross-sectoral commitment to strategic targets concerning
the use of natural resources may prove challenging. However, this complication may
be avoided with good coordination and sufficient dialogue and an increase in shared
understanding, e.g. through shared scenarios.

Reform target group: The target group for the Strategic Programme to Promote a
Circular Economy consists mainly of central and local government, but more broadly
also includes enterprises and private consumers. The key target groups for the waste
management legislation reform are local authorities, property owners and private and
public enterprises.

Implementation timetable: The key actions in the Strategic Programme to Promote a
Circular Economy will be begun in early 2021 and are intended to run across more than
one electoral term. The framework for the low-carbon circular economy agreement is
intended to have been drawn up and signed by key operators by Q2/2023.

The revised Waste Act will be enforced in 2021-2024.

State aid: This reform is legislative in nature and does not require a review of the State aid
regulations.
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b. Investments

INVESTMENT 1: Clean hydrogen and CCS/CCU in industry (P1C2I1)

The funding will be used to support investments for the commercial scaling up of pure
hydrogen production and storage technologies. In Finland, hydrogen is used as a process
raw material in industry and as a fuel in heat and steam production. Hydrogen is currently
manufactured mainly from natural gas and as a by-product of chemical processes and, to
a minor extent, by decomposing water by electrolysis. Hydrogen is required for example
for producing renewable transport fuels. If pure hydrogen production is expanded to

a competitive scale, fuel thereby produced could replace fossil fuels in heavy vehicle
transports or used directly as a source for electric power with fuel cell technology.

Hydrogen will play an important part in creating low-carbon processes in the steel

and chemical industries. Hydrogen will enable new approaches to mineral and metal
processing because of its high combustion temperature. As an example, the plans to
reform the production processes at the SSAB steel mill in Raahe, Finland'’s largest single
source of emissions (7%), hinge on the availability of hydrogen.

The participation of Finnish enterprises in the IPCEl Hydrogen process being started in the
EU links them to cross-border financial, research and industrial cooperation on hydrogen.

Carbon dioxide removal has the potential to grow into a huge market with a significant
impact on curbing climate change. Carbon dioxide capture and utilisation (CCU) and
carbon dioxide capture and storage (CCS) are important technologies with which the
world’s climate targets can be attained. Chemicals, fuels and materials can be produced
without using fossil-based natural resources. It is also possible to produce new, valuable
materials and products from carbon dioxide.

Finnish research institutions have worked with enterprises to model and develop
innovative CCU and CCS concepts for some of the largest sources of CO2 emissions in the
world, with solutions for industry, transport, electricity production, heating, agriculture
and forestry. Bio-CCS is currently the only carbon-negative technology usable on an
industrial scale. Many innovations are approaching the point where they can be scaled up
for industrial use.

Challenges: In late 2020, Business Finland commissioned VTT to prepare a roadmap for
the hydrogen economy. Finland’s challenges include a market price higher than in Sweden
or Norway, a lack of experience in using hydrogen in industry and transport solutions, and
a lack of salt caves that are commonly used for hydrogen storage. Hydrogen molecules

are extremely small, and hydrogen transmission and storage require special features and
special expertise.
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Some of the challenges identified in the roadmap involve other EU Member States:
These challenges have to do with development of directives and aid instruments, the
price of hydrogen and the commercialisation of cost-efficient electrolysis technology for
manufacturing hydrogen. The greatest challenge in carbon dioxide capture is translating
the technologies from lab setups into affordable industrial solutions.

Carbon dioxide capture is a relatively young technology, and there are both technical and
regulatory challenges involved in its use.

Targets: Finland and enterprises operating in Finland seek to achieve significant
reductions in carbon dioxide emissions through hydrogen economy solutions and to
strengthen their competitiveness. Solutions developed and implemented in Finland can
be applied in other countries too, which will increase the carbon handprint of Finnish
industries.

By participating in the IPCEl process and through national actions, Finland wishes to
strengthen and highlight our expertise at various points in the value chain. Finnish
enterprises are already familiar with the reagents required for hydrogen manufacturing;
energy-efficient electricity management components, valves and storage units; digital
monitoring and control systems; and logistics and testing environments for technological
solutions.

Carbon dioxide capture and hydrogen production and the innovative industrial processes
enabled by these are strongly linked to the circular economy, the whole point of which is
to bind carbon to remove it from atmospheric circulation. In addition to fuel production
(component area: ‘Energy system transformation’) there is another development trend
that may be launched quickly: binding carbon in the soil.

The most significant hydrogen economy investments have to do with the development of
hydrogen production, storage and distribution logistics, piloting and gradual introduction
in industry. There are already investment-ready projects for separating hydrogen
production from fossil fuels.

RRF funding will be allocated to investments in the hydrogen value chain where hydrogen
is to be applied in industry, transport and possibly other new products and solutions
based on the use of carbon dioxide. Hydrogen production in these projects is principally
driven by low-carbon electricity. About 85% of the electricity produced in Finland is CO2
emission free.

The target is to complete the selected projects and to use up the funding by the middle
of 2026. Funding will not be allocated to hydrogen production from natural gas. Instead,
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there are plans to use the funding to support solutions for carbon dioxide capture, storage
and use.

Implementation: Business Finland is running several RDI programmes addressing the
hydrogen economy and carbon dioxide capture, such as‘Bio and Circular Finland, ‘Power
to X, 'Smart Energy; ‘Smart Manufacturing, battery and logistics programmes, a maritime
traffic test bed and digitalisation promotion packages. If the IPCElI Hydrogen process is
implemented within the RRF window, the first commercial applications will also be eligible
for public funding.

In autumn 2020, Business Finland organised a national call for proposals for IPCEI
Hydrogen, which showed that there are enterprises operating in Finland that are willing
to participate in the IPCEI process. If implemented, the IPCEI Hydrogen process can enable
significant investments in the hydrogen economy in Finland.

A small portion of the funding will be allocated to hiring temporary human resources for
environmental permits and procedures and for processing funding and projects between
2021 and 2023. The green transition package (component areas 1-3) involves major
investments, and the risk is that without additional resources the processing of investment
applications and the permit process will take 1-2 years. Out of the EUR 6 million allocation,
EUR 2.25 million will be used for personnel costs in the Environmental Permits divisions

of Regional State Administrative Agencies, because any individual investment may

require several environmental or water permits. A further EUR 2.25 million will be used

for personnel costs in the Environment divisions of Centres for Economic Development,
Transport and the Environment for environmental impact assessments, exemptions and
promotion of offshore wind power construction. EUR 0.75 million will be allocated to the
Vaasa Administrative Court for processing any complaints filed against environmental
permit decisions. The remaining EUR 0.75 million will be allocated to local authorities

and regions, which are the key authorities in promoting regional planning, construction
permits and various energy projects and for permit application processes.

Investment target group The investment target group comprises major corporations in
the energy technology sector and in energy-intensive industries, their supplier networks
and SMEs that commercialise innovations. No limits on enterprise size are envisioned, and
it is not intended for the aid to be targeted at particular regions or sectors.

State aid: IPCEI has its own rules on State aid, adopted in 2014; it allows for a broader
range of aid for projects undertaken jointly by Member States than the provisions of

the GBER. If the IPCEI Hydrogen process, which is coordinated by Germany, is delayed or
cancelled, then Article 25 of the GBER may be referred to as the basis for State aid for RRF
funding. CCS and CCU projects require a separate notification. It is probable that not all
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projects will fulfil the IPCEI criteria, in which case their funding will be provided pursuant
to the GBER and possibly a separate notification.

Timetable: According to the preliminary timetable issued by the Commission,
prenotification for IPCEI Hydrogen will begin in spring 2021, project notifications will

be submitted during 2021 and the Commission will make decisions in early 2022. As

an innovation funding provider, Business Finland has the capacity to make the national
funding decisions as soon as the Commission publishes its notification decisions in 2022
and, for an eventual second IPCEI Hydrogen, in 2023. If the IPCEI process is postponed or
cancelled, the first funding decisions based on the GBER could be made in 2022 as part
of the normal funding process and programme activities of Business Finland. Funding
for projects requiring notification might then be delayed until 2023. The payouts and
investments will be made between 2022 and 2026.

INVESTMENT 2: Direct electrification of industry processes to reduce carbon
consumption (P1C212)

Prime Minister Marin’s Government will encourage low-carbon solutions in industry by
supporting energy efficiency and process electrification. Carbon dioxide emissions in
industry will be reduced by improving energy efficiency through heat consumption and
process electrification and by introducing hybrid solutions (electricity and combustion
in combination) and by utilising heat exchange pump technology and surplus heat.

In industry, emission reduction needs and potential have been identified in drying,
heating and evaporation processes, in steam production, in furnaces and in the use of
surplus heat. Solutions for making industrial processes more efficient and reducing their
emissions include heat exchange pumps, electric steam generators and replacement of
the technologies and raw materials used for combustion.

By electrifying processes and by transitioning away from fossil fuels, industry is preparing
for the phasing out of coal for energy use in 2029 and at least halving the use of peat for
energy use by 2030. The Government'’s decision to lower the electricity tax for industry
encourages electrification.

Lowered costs of clean electricity production will improve the cost-efficiency of
electrification in low-carbon solutions. It is possible to apply solutions in the processing
industry that cut carbon dioxide emissions and improve energy efficiency. Such solutions
may be applied in the forest industry, the concrete industry, the chemical and oil refinery
industry and in metal processing. With certain reservations, similar technological solutions
may be applied more broadly in community heating and in applications integrating
several sectors, along with processes that recycle and refine materials in the circular
economy. Electrification will accelerate projects to enable significant emission reductions
in a variety of sectors and not just in Finland.
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Investments in these solutions, such as industrial-grade heat exchange pumps, driers and
steam generators, are estimated to happen in the following order, according to their cost-
efficiency and technology maturity:

1. Industrial drying, heating and evaporation
2. Industrial steam generation

3. Industrial ovens and processes

Challenges: Industry uses fossil fuels that cause greenhouse gas emissions, both as raw
materials and for heat and electricity production. In some industrial processes (steel,
concrete and cement clinker), sufficient heat can only be generated using fossil fuels,
with current technology. Emissions can be cut by improving energy efficiency and using
recycled raw materials and, in the longer term, by developing new technologies (see e.g.
the section on hydrogen).

Significant reductions in industrial emissions and electrification of energy-intensive
industries will greatly increase electricity consumption in the future. Energy-intensive
industries cannot make far-reaching changes to their processes before sufficient
availability of renewable energy has been ensured.

Targets: The target with the electrification of industry and the rest of society is to improve
energy efficiency and to reduce greenhouse gas emissions in several sectors considerably.
Electrification of industry will also support smart system integration of clean energy

in Finland. Investments in new technologies will reform the structure of our energy
economy and create products for the global market, where the demand for clean energy
technologies is growing.

With the investments funded as described herein, direct and indirect greenhouse gas
emissions must decrease by an average of at least 30% from what they were prior to the
investments if the climate criteria set by the EU for the funding are to be met.

The target is to complete the selected projects and to use up the funding by the middle
of 2026.

Implementation: Investment project selections will be based on comparisons between
the projects, the criteria including by how much the projects will reduce emissions.

The aim is to update the Government Decree on the General Terms for Granting Energy

Support 2018-2022 (1098/2017) or to draft a completely new Government Decree. Aid
granted pursuant to the aforementioned Government Decree will be based on existing
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processes and information systems. The aid is processed by Business Finland and by the
Energy Department of the Ministry of Economic Affairs and Employment.

Funding for the projects can also be allocated pursuant to the Government Decree on
Investments in the Circular Economy and Sustainable Green Growth that entered into
force at the beginning of 2021.

Investment target group The target group consists particularly of enterprises investing
in the electrification and energy efficiency of industrial processes. No limits on enterprise
size are envisioned, and it is not intended for the aid to be targeted at particular regions.

State aid: It is the current understanding that the aid will be granted pursuant to Articles
25,36 and 38 of the GBER.

Timetable: The aid programme is to be prepared and the necessary amendments made
during 2021.The application round will be announced when the legislation is in force
and will proceed in two stages; for major projects in particular, aid decisions will be front-
loaded and made during 2022. If necessary, a preliminary call for proposals could be
organised in 2021.

Major investments involve the risk of whether they will be completed according to the
timetable specified; this cannot be evaluated until the aid programme has been launched,
on the basis of applications received. Aid could be provided to minor projects also in 2023.

INVESTMENT 3: Investments promoting reuse and recycling of key materials and
industrial residues (P1C2I3)

The investment aid will be used to accelerate the reuse and recycling of industrial residues
and waste (e.g. bioeconomy) and other key materials (e.g. battery materials, plastics,
textiles, packagings, electrical and electronic devices, construction waste, demolition
waste). Funding will be allocated to the first commercial institutional applications,

pilot projects and demonstration facilities, to introducing new technology to existing
processes, and to digital platforms and service investments promoting reuse and
recycling.

In a battery ecosystem operating on the principles of the circular economy, waste material
generated in the production process and materials from disused batteries are returned

to the battery manufacturing material flow. Recycling of battery materials and batteries
requires investments in mechanical, thermal and chemical based recycling plants.

Demonstration plants using bioeconomy residues can produce new bio-based high-
value products such as pharmaceuticals, cosmetics, building materials, interior design
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products, foods, packagings and membranes to replace plastic. The forest industry, for
example, generates plenty of residues in the form of sawdust, bark and slurry, which can
be used to manufacture products to replace fossil raw materials, such as bio-coal for water
purification and the metal industry, and lignin separated from black liquor for the battery
industry.

There is also investment potential in the residues from the energy and steel industries:
valuable raw materials can be recovered from slag and fly ash using new innovative
methods, for example for further processing to substitute concrete or its constituent
materials. According to the construction industry low-carbon roadmap, emissions from
concrete production could be decreased by 17% from the present level if the percentage
of alternative materials used for concrete could be increased to 25% instead of the present
15%. There are also growing expectations for the processing and reuse of construction
waste and demolition waste.

Plastic recycling and reuse can be promoted through investments in next-generation
mechanical recycling plants for the purpose of cost-efficiently improving the quality

of recycled plastics. On the other hand, new chemical-based recycling technologies are
emerging alongside mechanical recycyling, allowing for plastic recycling without regard
for restrictions caused by material composition or complexity.

Promising methods and ecosystems for textile recycling have been developed in Finland
in recent years. There is interesting investment potential in demonstration plants and in
commercial-scale sorting and processing plants for waste textiles.

Using mechanical, thermal and chemical recycling technologies, significant amounts of
precious and rare metals can be recovered from electrical and electronic devices; primary
production of these metals caused both climate emissions and environmental loads.

In addition to process and handling technologies, recycling and reuse can be promoted
through digital platforms and service investments that facilitate new operating practices
and business models.

Challenges: The recycling rates for community waste, building waste, demolition waste
and plastic packaging in Finland are low compared to the present and future requirements
in EU directives and the Waste Act as revised. Community waste comprises 3% of all waste
generated in Finland, while construction waste and demolition waste comprise 12%.
Achieving the binding recycling targets will require a great deal more processing capacity
to be built in the 2020s. On the other hand, extending reuse and recycling to new product
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and material categories will require new innovations, which are slow, expensive and risky
to create.

There are many critical raw materials in electrical and electronic devices and in battery
chemicals that cannot currently be recovered for reuse. Textile waste, construction waste
and demolition waste have a significant environmental impact, but this can be reduced
through reuse and recycling. There is a lot of material-intensive industry in Finland,

such as bioeconomy plants whose residues and wastes offer potential for new business
and innovations and also for finding replacements for virgin natural resources. Industry
(excluding construction) accounts for about 82% of all waste generated in Finland.

It has been difficult to find funding in Finland for plant investments where recycling and
reuse production would be scaled up to an industrial scale for the first time.

Targets: The general target is to accelerate investments for reuse and recycling that

are consistent with the EU Circular Economy Action Plan, the Government Programme
(including the Strategic Programme to Promote a Circular Economy, Plastics Roadmap)
and the waste management legislation reform. This will help attain the increasingly tight
recycling targets in respect of plastic packagings, community waste, construction waste
and demolition waste. Another target is to support the National Bioeconomy Strategy
and Battery Strategy by boosting investments for leveraging bioeconomy residues and
recycling battery materials. There is an aim to introduce wide-ranging separate collection
for textile waste in Finland in 2023, which will also require additional recycling and
processing capacity. Bold investments are intended to generate new export business and
enable scaling up of innovations.

From the perspective of environmental impacts, increasing reuse and recycling reduces
the use of virgin raw materials, which in turn curbs loss of biodiversity and indirectly
reduces CO2 emissions. The aim is to open the first funding application round by the end
of 2021 and to have all application rounds completed and funding decisions signed by the
end of 2023. The target is to complete the selected projects and to use up the funding by
the middle of 2026.

The investments funded must facilitate the conversion of at least 50% by weight of the
waste or residues involved into recycled raw material in order to meet the climate and
environmental criteria set by the EU for the funding.

Implementation: The funding will be channelled and subjected to competitive tendering

through Business Finland pursuant to the Decree that entered into force at the beginning
of 2021 whereby BF may grant aid to investment projects promoting the circular economy.
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Itis a prerequisite for the aid that the investments lead to better or more efficient
environmental protection measures and reuse or recycling measures than traditional
reuse and recycling processes with a similar capacity. The investments must go towards
the latest technology in the field.

Investment target group Public and private enterprises, research institutions

State aid: Investment aid is granted through Business Finland pursuant to the rules on
State aid in the GBER as applicable. The aid is based on Article 47 (Investment aid for waste
recycling and re-utilisation) and/or Article 36 (Investment aid enabling undertakings

to go beyond Union standards for environmental protection or to increase the level

of environmental protection in the absence of Union standards) and/or Article 25 for
demonstration plants (Aid for research and development projects) of the GBER.

Timetable: 2021-2026.

Open strategic independence and security matters

No direct impact.

Trans-border and multinational projects

With reference to investments in this component area, the participation of Finnish
enterprises in the IPCEl Hydrogen process being started in the EU links them to cross-
border financial, research and industrial cooperation on hydrogen.

Green dimension in the component area

The reforms and investments in this component area are closely linked to the green
transition. Industrial processes account for about 10% of Finland’s greenhouse gas
emissions. The target is to accelerate significant reductions in these emissions through
investments in clean hydrogen, carbon dioxide capture and use, and direct electrification
of industrial processes. Investments in the Finnish battery value chain will facilitate
emission reductions in European transport and contribute to the circular economy.

There is considerable pressure to accelerate the reuse and recycling of industrial residues
and waste and other key materials (e.g. battery materials, plastics, textiles, packagings,
electrical and electronic devices, construction waste, demolition waste). Accelerating
reuse and recycling will indirectly help curb the loss of biodiversity, because it will reduce
pressure on using virgin natural resources. Reuse and recycling also indirectly reduce CO2
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emissions, because recycled materials usually have a carbon footprint smaller than that
of virgin materials.

The aim with investments enhancing the value added of bioeconomy residues is
particularly to foster sustainable solutions to replace oil-based and other resource-
intensive products.

Investment packages P1C211, P1C212 and P1C2I3 in component area P1C2 are 100%
supportive of the green transition. All projects selected for funding will be subjected to
competitive tendering through the funding application rounds. The specifications for

all funding application rounds will include selection and eligibility criteria according to
the technical guidance for DNSH (2021/C58/01). The selection and eligibility criteria also
reflect the criteria set for attaining the 100% climate targets under intervention fields 032,
024b and 045a in Annex VI. Moreover, Finland complies with all current rules on State aid
in funding decisions and considers the technical guidance for DNSH (C(2021) 1054 final).
Projects must comply with the relevant binding EU and national environmental legislation.

Investment P1C2I1 (‘Low-carbon hydrogen and carbon dioxide capture and use’) is related
to the intervention field Other renewable energy sources (including geothermal energy)
(032), which is 100% supportive of the green transition. The action encourages the scaling
up of hydrogen production using clean energy and its utilisation and of carbon dioxide
capture and use/storage, so this action contributes directly to the attainment of the target
of curbing climate change.

Investment P1C2I2 (‘Direct electrification and low carbonisation of industrial processes’)

is related to the intervention field Energy efficiency and demonstration projects in SMEs or
large enterprises and supporting measures compliant with energy efficiency criteria (024b),
which is 100% supportive of the climate targets. With the investments funded as described
herein, direct and indirect greenhouse gas emissions must decrease by an average of

at least 30% from what they were prior to the investments if the climate criteria set by

the EU for the funding are to be met. Process electrification will reduce carbon dioxide
emissions into the atmosphere, because about 85% of Finland’s electricity production is
emission-free.

Investment P1C2I3 (‘Investments promoting reuse and recycling of key materials and
industrial residues’) is related to the intervention field Use of recycled materials as raw
materials compliant with the efficiency criteria (045a), which is 100% supportive of the
climate targets. The requirement is that, as a result of the investment, more than 50% of
the waste or residue concerned is leveraged as recycled raw material. The action thus
directly supports attainment of the target to curb climate change. The investment aid
will be used to accelerate the reuse and recycling of industrial residues and waste (e.g.
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bioeconomy) and other key materials (e.g. battery materials, plastics, textiles, packagings,
electrical and electronic devices, construction waste, demolition waste).

Digital dimension in the component area

Investments in this component area principally contribute to the green transition but are
also linked to the digital transformation. Digitalisation creates the potential — or may even
be a necessity - for the implementation of the circular economy. Investments in the green
transition make diverse use of the opportunities offered by digitalisation. Many novel
solutions in energy technology are based on efficient leveraging of data and on smart
control; similarly, many of the low-carbon approaches sought in industry partly rely on
digital solutions.

For example, bioeconomy plants for high added value products and reuse and recycling
plants are automated and rely on digital tracking, availability, reliability and reporting

of raw materials and products. Data collected on batteries helps determine the potential
for reuse for a battery that has reached the end of its service life in transport.

Green growth and the circular economy in particular combine many existing and
completely new functions. This calls for new operating methods, means of cooperation
and business models. Bringing these together and activities will be largely based on open
data and its reliable sharing. Thus, this new leveraging of digitalisation is largely about
change management.

Although the investment and reform package in component area P1C2 supports
the digital transformation, no precise percentage target can be determined for it in
accordance with the methodology for digital tagging in the RRF Regulation.

Do No Significant Harm

The investment and reform package in the component area ‘Reforms and investments
supporting the green transition and digitalisation in industry’is compliant with the criteria
of the DNSH principle.

However, the criteria for the component areas ‘Sustainable use and protection of water
resources and natural resources in the sea ‘Preventing and reducing environmental
contamination’and ‘Biodiversity and ecosystem protection and restoration’ have also

been investigated in respect of investment P1C2I1 (‘Low-hydrogen carbon and carbon
dioxide capture and use’). The investment does comply with the DNSH principle in respect
of these criteria as well, for example because the volume of water needed for electrolysis
in hydrogen production is not significant relative to the quantities of water available in
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Finland. Environmental and water management permits will be applied for if necessary for
the investments; environmental permits will only be granted to projects that are fully in
compliance with the Environmental Protection Act and the Waste Act If a project is likely
to cause a significant detriment to natural values in an area protected under the Natura
2000 network, then environmental impacts must be assessed pursuant to the Nature
Conservation Act instead.

The criteria for the component areas ‘Preventing and reducing environmental
contamination’and ‘Biodiversity and ecosystem protection and restoration’ have been
investigated in detail in respect of investment P1C2I2 (‘Direct electrification and low
carbonisation of industrial processes’). The investment does comply with the DNSH
principle in respect of these criteria too, because environmental permits will be applied
for if necessary for the investments, and environmental permits will only be granted to
projects that are fully in compliance with the Environmental Protection Act and the
Waste Act.

However, the criteria for the component areas ‘Sustainable use and protection of water
resources and natural resources in the sea; ‘Preventing and reducing environmental
contamination’and ‘Biodiversity and ecosystem protection and restoration’ have also been
investigated in detail in respect of investment P1C2I3 (‘Investments promoting reuse
and recycling of key materials and industry residues’). However, the investment complies
with the DNSH principle for these criteria for example because environmental and water
management permits will be applied for if necessary for the investments. Environmental
permits will only be granted to projects that are fully in compliance with the
Environmental Protection Act and the Waste Act. Environmental impact assessments are
performed for the projects when required by law, pursuant to the Act on Environmental
Impact Assessments. Many reuse and recycling processes use large quantities of water.
There is no significant potential detriment to water resources here, because Finland has
highly abundant water resources.

For a more detailed discussion, see Appendix 3: DNSH tables

Costs to be covered out of RRF funding:
EUR 326 million, consisting of the following investments

e (Clean hydrogen and CCS/CCU in industry, EUR 156 million

e Direct electrification and low carbonisation of industrial processes,
EUR 60 million

e Reuse and recycling of key materials and industrial residues, EUR 110 million;
of which EUR 30 million for the bioeconomy and EUR 30 million for recycling
solutions in battery manufacturing
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REDUCING THE CLIMATE AND ENVIRONMENTAL IMPACTS OF
THE BUILDING STOCK

Description of component area:

Policy area: Energy efficiency, repair construction, construction, housing, climate
policy, material efficiency, circular economy, housing costs.

Targets:

1. Green transition / energy efficiency of buildings: Buildings account for about
32% of Finland’s energy consumption and for about 30% of the carbon dioxide
emissions from energy consumption. The long-term target is to phase out oil
heating by the beginning of 2030 and to reduce carbon dioxide emissions from
the building stock by 90% between 2020 and 2050.

2. This target will accelerate the introduction of technologies, services and
operating models in the construction sector that curb climate change and foster
low-carbon solutions, along with a change in operating practices and added
productivity.

Reforms and investments:

Reforms:
1. Legislation governing construction will be developed to mandate low-carbon
construction and a digital knowledge base.

2. Action plan to phase out fossil-based oil heating.

Investments:
1. Aid for converting building heating systems from fossil-based oil heating to
energy-efficient heating, EUR 70 million

2. Low-carbon built-up environment programme, EUR 40 million

Estimated costs:

Phasing out oil heating in buildings will require total investments on the order of
about EUR 2 billion. The RRF will be used particularly to encourage owners of low-rise
residences to phase out oil heating and to bring forward these investments.

On the global scale, construction generates nearly 40% of all carbon dioxide
emissions, and reducing these requires the construction sector to embrace significant
changes in operating practices, materials and technologies in the near future. The
turnover in this sector in Finland is more than EUR 30 billion per year.
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Principal challenges and targets

a. Principal challenges

On the global scale, construction and buildings generate nearly 40% of all carbon dioxide
emissions, and reducing these requires the construction sector to embrace significant
changes in operating practices, materials and technologies in the near future. The
turnover in this sector in Finland is more than EUR 30 billion per year. The challenge

here is to foster changes in operating practices, construction methods and construction
products towards low-carbon alternatives with outcomes that are measurable and widely
applicable. This requires the scaling up of best practices, an interoperable knowledge
base, new innovations and aid for investments that will transform the sector.

The long-term target to phase out oil heating by the beginning of 2030 and to reduce
carbon dioxide emissions from the building stock by 90% between 2020 and 2050
involves challenges, most significantly the large initial investment required. Investments
may be hindered by how large the required investment is compared to the relatively low
value of the building, by uncertainty in respect of the future value and use of the building,
or by the low income or advanced age of the occupants.

Responding to climate change requires the sector to engage in experiments, be prepared
for change and be able to react quickly. The challenge here is that the sector may be split
into bold, innovative pioneers and more conservative deployers. Profitability has not
improved greatly in the construction sector.

b. Targets

The targets address the Country Specific Recommendations for Finland: more
investments; support for employment; promoting private investments, and investing

in the green and digital transition, particularly the use of clean and efficient energy.
Renovating buildings to convert them from oil heating to systems that are more energy
efficient and resource efficient directly addresses one of the key actions and flagship areas
of the RRF (Renovation Wave).

1. Green transition / energy efficiency of buildings: Finland’s long-term
repair construction strategy 2020-2050, which has been submitted to the
Commission, states the target of improving energy efficiency in the building
stock and phasing out oil heating so as to reduce carbon dioxide emissions
from buildings by 90% from the beginning of 2020 to 2050. As stated in
the Government Programme, the aim is to phase out oil heating in public
buildings by 2024 and in all buildings by the beginning of the 2030s.
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2. This target will accelerate the introduction of technologies, services and
operating models in the construction sector that curb climate change and
foster low-carbon solutions, along with a change in operating practices and
added productivity.

(& National strategic circumstances

The Government'’s climate policy will be implemented through the Climate Change Act,
the National Energy and Climate Strategy and the Medium-term Climate Change Policy
Plan. The Climate Change Act is being updated, and the reform of the National Energy and
Climate Strategy and the update to the Medium-term Climate Change Policy Plan will be
completed in autumn 2021. Also, the building stock will be addressed in the reform of the
Land Use and Building Act, where provisions will be enacted on low-carbon requirements
over a building’s entire life span, and in the long-term Repair Construction Strategy
2020-2050, which was completed in spring 2020. An action plan to phase out fossil-based
oil heating is in preparation. The proposed reforms and investments support the targets
stated in the strategies and in the Climate Change Act.

Description of reforms and investments in the component area
a. Reforms

REFORM 1: Reform of the Land Use and Building Act (P1C3R1)Legislation governing
construction will be developed to mandate low-carbon construction and a digital
knowledge base.

Challenges: So far, construction steering has mainly focused on governing energy
efficiency during use. The provisions on low-carbon requirements for construction now
being prepared address the carbon emissions of a building throughout its life span, from
construction to demolition. This will include emissions during construction and from

the materials used. In respect of information, the challenge is in life-span information
management. At present, information needed to cover the entire life span of a building
for curbing climate change and calculating carbon footprints is difficult to obtain.

Targets: Reducing emissions from construction and effecting an information-based
change in the sector. Carbon footprint calculation helps identify the climate impacts of a
construction projects and guides towards low-carbon choices that will have an effect over
the entire life span of the building. After this reform, all new construction and repairs is to
conform to low-carbon standards. Changes in technologies and materials together with a
digital and interoperable knowledge base will create a sustainable framework for change
in the sector. In respect of information, the target is to achieve information management
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based on international standards that retains the integrity of information and enriches
it throughout the building’s life span, from investment decision to demolition.

Implementation: The reform of the Land Use and Building Act is broader in scope

than normal legislative projects, as it involves broad-based investigations concerning
the development of steering in the interests of achieving an effective and smoothly
functioning system of steering. Legislation enacted in connection with the overall reform
of the Land Use and Building Act will guide construction towards low-carbon solutions
and provide for information management in digital and interoperable form throughout
the life span of a building.

Stakeholder input: Legislation preparation will be undertaken in collaboration with the
sector and with key stakeholders. The plan will be prepared in a parliamentary process.

Expected complications Creating a steering mechanism for low-carbon construction
requires the creation and adoption of computation methods and information systems.
This is a new kind of steering, with extensive information needs involving real-time
building product information and products’ environmental declarations.

Reform target group: The key target groups are builders, building owners, designers,
contractors, the material industry and the authorities.

Implementation timetable: The reform of and amendments to the Land Use and
Building Act will enter into force by stages from 2022. Carbon footprint guidance will take
effect on building design as the preparation progresses (carbon footprint calculations are
already being made in some projects), and the legislation is to be enacted no later than
2024.

State aid: This reform is legislative in nature and does not require a review of the State
aid regulations.

REFORM 2: Action plan to phase out fossil-based oil heating (P1C3R2)

Challenges: For oil heating, the challenge is to form an up-to-date overall situational
picture of buildings that have fossil-based oil heating, who their owners are, what their
energy consumption and emissions are, and which actions could be taken to encourage
them to phase out oil heating. Investments may be hindered by how large the required
investment is, whether in absolute terms or compared to the relatively low value of the
building, by uncertainty in respect of the future value and use of the building, or by the
low income or advanced age of the occupants.
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Targets: The Government Programme states that the use of fossil-based oil for heating will
be phased out in Finland by the beginning of the 2030s. Phasing out oil heating will make
a significant contribution in this sector to the attainment at the national level of the EU
climate targets set for 2030.

Implementation: The action plan to phase out fossil-based oil heating that is currently
under preparation will chart the current use of oil heating by building type. The action
plan will compile actions with a steering impact on reducing the use of fossil-based oil for
heating so that the target of phasing out oil heating by 2030 as stated in the Government
Programme will be attained. The actions are categorised according to the type of steering
employed: aid and subsidies; taxes and tax subsidies; information-based guidance;
legislative steering; energy efficiency agreements; public procurements; and funding
instruments. No decisions will be made in the action plan regarding the introduction of or
funding for the measures. Each ministry will be responsible for their respective measures,
and decisions will be made in the central government budget process.

Stakeholder input: Stakeholders have been consulted in the drafting of the action plan,
and a further round of consultation will be held for stakeholders.

Expected complications In respect of the action plan to phase out fossil-based oil
heating, the major expected complications have to do with high investment costs, which
will hinder oil heating replacements.

Reform target group: Central government, building owners and users, heating system
manufacturers and installers, and the energy sector.

Implementation timetable: The action plan to phase out fossil-based oil heating is
scheduled for publication in spring 2021.

State aid: The action plan does not include funding decisions and therefore does not
require a review of the rules on State aid.

b. Investments

INVESTMENT 1: Aid for converting building heating systems from fossil-based oil
heating to energy-efficient heating (P1C3I1).

Challenges: It is estimated that fossil-based oil heating is currently used in about 130,000
low-rise buildings. Oil heating is extensively used in many other kinds of buildings too.
Converting oil heating to something else requires substantial financial investments, and
building owners, particularly households, will not be willing to undertake this without
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financial support, especially since returns on the investment incur over a long period of
time.

Targets: The Government Programme states that the use of fossil-based oil for heating
will be phased out in Finland by the beginning of the 2030s. Phasing out oil heating will
make a significant contribution in this sector to the attainment at the national level of the
EU climate targets set for 2030. The purpose of the aid is to accelerate the phasing out of
oil heating in low-rise housing. Accelerating investments will have an employment impact.
Some of the aid is to be allocated to help buildings owned by local authorities, parishes
and associations to give up oil heating.

Implementation: As part of the green stimulus, Finland introduced an aid system for
phasing out oil heating in low-rise housing in autumn 2020. Owners of low-rise residential
buildings have expressed great interest in this aid. The aid system will be continued with
the help of EU recovery funding. The aid can be rolled out quickly thanks to the existing
aid system. An aid system was also introduced for buildings owned by local authorities in
autumn 2020. Applications for this system have been slow in coming.

Among residential buildings, the aid is intended for owners of low-rise homes, and aid is
granted on a first come, first served basis. The requirement is that the building is in regular
residential use and that oil heating will be replaced with another heating system. The aid
amounts to EUR 4,000 for water-air heat pumps, ground heat pumps and district heating,
and EUR 2,500 for other approved heating systems. Based on applications received so far,
the average investment cost is EUR 11,800 (for the EUR 4,000 aid) or EUR 6,600 (for the EUR
2,500 aid). Based on applications received so far, the most popular replacement heating
systems are water-air heat pumps, followed by ground heat pumps. For local authorities,
parishes and associations, the plan is to grant the aid as a percentage of investment

costs (20% to 25%). The buildings involved are larger, and investment costs in most cases
are between EUR 50,000 and EUR 150,000. Based on applications received from local
authorities so far, the average investment cost is EUR 115,000.

Information guidance on phasing out oil heating is provided nationwide by Motiva Oy and
by the Association of Finnish Municipalities. Row houses and apartment blocks, including
social housing, are residential buildings that may receive aid out of a separate national
energy aid system for improving energy efficiency; this system also covers phasing out oil
heating.

Investment target group: Owners of low-rise homes, local authorities, parishes and
associations, and suppliers and installers of heating systems.
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State aid: The aid system complies with the rules on State aid in respect of households
and local authorities. Preparation is under way for parishes and associations, with three
options available: aid only for operators engaged in non-commercial operators; aid
pursuant to the GBER; or aid awarded as de minimis aid.

Timetable: Aid could be awarded out of the aid system between 2021 and 2023.

INVESTMENT 2: Low-carbon built-up environment programme (Climate KIRADIGI,
P1C3I12)

Challenges: Buildings, construction products and construction constitute an important
sector for addressing the combating of climate change, the adopting of low-carbon
solutions and issues of the circular economy. Responding to challenges requires the sector
to engage in experiments, be prepared for change and be able to react quickly.

A robust and up-to-date knowledge base is needed to support the green transition and
the adoption of smart solutions.

Targets: This target will accelerate the introduction of technologies, services and
operating models in the construction sector that curb climate change and foster low-
carbon solutions, along with a change in operating practices and added productivity.

Implementation:

1. Setting up a network of change experts to ensure availability of
expertise and skills.
Launching an RDI aid programme to accelerate investments.
Producing a knowledge base and evaluation tools supportive of
climate-favourable and low-carbon solutions.

The programme package consists of three aid programmes: An RDI aid programme
(preliminary figure EUR 32-34 million), procurements for a knowledge base supportive of
climate-favourable and low-carbon solutions (preliminary figure EUR 4-6 million) and an
aid programme for development and coordination of joint ventures by Finnish enterprises
aiming to export low-carbon solutions in the sector (preliminary figure EUR 2 million). In
each of these, there will be a need for temporary human resources accounting for about
3% of the overall funding for the duration of the programme. The estimates are based on
earlier similar programmes. The aid programme will be implemented using, as applicable,
the mechanisms for peer review, transparent communications, results sharing, monitoring
and evaluation established as best practices in the earlier KIRA-digi experimental
programme. The programme will be administered, monitored and evaluated under the
guidance of the Ministry of the Environment.
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Investment target group: Companies in the real estate and construction sector and
people who work in those companies, and research institutions.

State aid: The aid is acceptable pursuant to the provision in Article 25 of the General
Block Exemption Regulation (GBER) in respect of aid for research and development
projects. Also, in some cases aid can be granted as de minimis aid. The aid will mainly be
granted on the basis of existing Business Finland funding instruments, terms and criteria.
Aid will not be granted to projects that do not fulfil the criteria in the rules on State aid.

Timetable: Aid programme launch in autumn 2021. The programme will run until 2025,
with evaluation and reporting in 2025 and 2026.

Open strategicindependence and security matters

No direct impact.

Trans-border and multinational projects

The low-carbon knowledge base and computational models will be available across
Europe, since the Climate KIRADIGI programme is compliant, as applicable, with
interoperable information structures and international standards. There has been
collaboration on this topic particularly with our neighbours Estonia and Sweden, and
shared information structures can be tested internationally within the programme.

Green dimension in the component area

Actions in this component area contribute to attaining the targets of curbing climate
change by targeting reforms and investments at low-carbon solutions and innovations

for curbing and adapting to climate change in the sector, along with transitioning

away from using fossil-based oil for heating. The actions are intended to improve the
energy efficiency of buildings and to reduce greenhouse gas emissions. The actions will
implement the targets of the Long-term Repair Construction Strategy and of phasing out
fossil-based oil heating, along with both national and EU-level targets of climate neutrality.

In investment P1C3I2, causing harm to the environment or to biodiversity is an exclusion
factor for selection; project applicants must demonstrate that their project does no such
harm and that it contributes to curbing and adapting to climate change. Projects must

be based on verifiable low-carbon solutions or produce operating models or tools for
implementing and verifying low-carbon solutions. The knowledge base being increasingly
digital and innovations in materials and production will allow a reduction in the percentage
of virgin raw materials used and thereby an improvement in environmental conservation.
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The investment and reform package in the component area is 100% supportive of the
green transition.

The principal gain from the phasing out of oil heating under investment P1C3I1 is the
reduction in greenhouse gas emissions. Phasing out oil heating in low-rise housing

falls under the intervention field Energy efficiency renovation of existing housing stock
(025bis) and surpasses the requirement given, because it will improve greenhouse gas
efficiency by more than 30% (corresponding to a substantial, 30% to 60% improvement in
respect of greenhouse gases and consistent with the intervention field Energy efficiency
and demonstration projects in SMEs or large enterprises and supporting measures
compliant with energy efficiency criteria (024ter), where the reduction requirement is 30%).
In respect of buildings owned by local authorities, parishes and associations, the action
falls under the aforementioned intervention field 024ter, achieving a reduction of 30% in
greenhouse gas emissions. According to Finland’s long-term Repair Construction Strategy,
oil heating generates 263 g/kWh in greenhouse gas emissions. To be acceptable under
the aid system, new heating systems must reduce greenhouse gas emissions by at least
30%, pursuant to the above criterion. The smallest reduction projected will come from a
transition to district heating, which generates 160 g/kWh in greenhouse gas emissions,

a reduction of 39%. Electric heating, by comparison, only generates 65 g/kWh in
greenhouse gas emissions, representing a reduction of 75% if used to replace oil heating.
New heating systems must also comply with the requirements of the EU Ecodesign and
EPB Directives.

Investment P1C312, on the other hand, falls under the intervention field Research and
innovation processes, technology transfer and cooperation between enterprises focusing
on the low carbon economy, resilience and adaptation to climate change (022), because its
aim is to accelerate the adoption of technologies and operating models to curb climate
change and promote low-carbon solutions in the construction sector, to foster changes
in operating practices and to increase profitability. Also, some of the funding will fall
under the intervention field Support to enterprises that provide services contributing to
the low carbon economy and to resilience to climate change including awareness-raising
measures (027) in producing such services (including publicity services). This will be
implemented at the nexus of the public and corporate sectors, through Business Finland
aid application rounds where the aforementioned criteria are given as conditions for being
granted aid.
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Digital dimension in the component area

Although the investment and reform package in component area P1C3 supports
the digital transformation as described below, no precise percentage target can be
determined for it in accordance with the methodology for digital tagging in the
RRF Regulation.

The digital knowledge base to be reinforced in the legislative reform will provide the
foundation for several processes in society, for client-oriented service paths in public
administration and for introducing and monitoring solutions to climate challenges.

By leveraging digitalisation, automation and metering in buildings, energy use monitoring
can be enhanced, energy use be made more efficient particularly during consumption
peaks, and energy consumption and emissions from it reduced overall. Digitalisation and
information models, when interoperable, will enable low-carbon compliance to be verified
and monitored and will facilitate international cooperation and scaleability. Employing
interoperable information designs and complying with international standards will be
considered an advantage when selecting projects for the programme.

Do No Significant Harm

The investment and reform package in component P1C3 complies with the criteria of the
Do No Significant Harm (DNSH) principle. For a more detailed description, see Appendix 3:
DNSH tables.

Costs to be covered out of RRF funding:
EUR 110 million, consisting of the following investments

¢ Aid for converting building heating systems from fossil-based oil heating to
energy-efficient heating, EUR 70 million

® Investment programme to address climate change challenges in the
construction and real estate sector, EUR 40 million
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LOW-CARBON SOLUTIONS IN COMMUNITIES AND TRANSPORT

Description of component area

Policy area: transport, energy, climate policy, community planning, environment

Targets: The purpose of the package is to achieve emission reductions and to
transition to fossil-free transport. Finland’s aim is to halve the greenhouse gas
emissions of domestic transport by 2030 and achieve zero emissions from transport
by 2045. Finland'’s specific aim with RRF funding is to increase capacity and promote
digitalisation in rail transport (pillar 2) and to establish a comprehensive distribution
for alternative motive power in order to facilitate the growth of the low-emission
vehicle stock. The green transition in transport will create incentives for new kinds

of business. Finland'’s challenges in the green transition in transport are the long
distances and sparse population in our country.

The component area centrally addresses the flagship area ‘Recharge and Refuel
Reforms and investments:

Attaining the emission reduction target in transport requires multiple reforms and
investments.

Reforms:

1. Fossil-free transport roadmap (P1C4R1)

2. Tax reform in sustainable transport (P1C4R2)

Investments:

1. Promoting the replacement of fossil fuels by supporting the establishment of a
public recharging and refuelling infrastructure for transport electricity, biogas

and new motive power alternatives (P1C411), EUR 20 million

2. Promoting the replacement of fossil fuels by supporting private charging
infrastructure in housing companies and at workplaces (P1C412), EUR 20 million

Estimated costs: Investments proposed to receive aid from the RRF are in the fossil-
free transport roadmap. The costs proposed to receive aid from the RRF are those
involved in the public and private recharging and refuelling infrastructure, totalling
EUR 40 million.
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Principal challenges and targets

a. Principal challenges

Greenhouse gas emissions in 2019 from Finnish domestic transport totalled 11.1 million
tonnes. The reduction of emissions has been very slow, and current measures do not
reduce transport emissions in line with the targets set. The baseline projection shows that
current measures will reduce emissions by a further 3.1 Mt. In order to attain the targets
set, new actions should be taken to achieve a yet further reduction of 1.65 Mt in emissions
by 2030. The new actions will be agreed on in 2021. The means for attaining the emission
reduction target are set forth in the fossil-free transport roadmap.

The major challenges have to do with increasing the percentage of low-emission vehicles;
replacing the vehicle stock; and ensuring a distribution infrastructure for alternative
motive power. The percentage of sustainable mobility must also be increased. Vehicles
running on alternative motive power currently constitute a very small portion of the
vehicle stock, about 2.3%. It is vital to increase the percentage of electric vehicles on the
roads, particularly electric cars. The lack of a charging infrastructure has been seen as the
major obstacle to acquiring an electric car. Developing a charging infrastructure in Finland
is challenging because the population is sparse in large areas of the country. Aid measures
are needed particularly in regions where a charging infrastructure will not emerge on
market terms. Public recharging and refuelling stations are not equally distributed in
geographical terms in Finland: around 48% of all recharging points in Finland are in the
Greater Helsinki area and in the Tampere and Turku areas.

b. Targets

The target is to deploy temporary aid measures to support the transition from fossil
fuels to alternative forms of motive power in transport. Another target is to promote
digitalisation of traffic, which will further support attainment of transport emission
reduction targets (pillar 2). Investments supporting the green transition in transport aim
to reduce emissions and to renew the entire transport system in order to respond to the
technological transition that is going on in transport.

Promoting the recharging and refuelling infrastructure also involves business
opportunities, digital services, employment impacts during the project periods, and

a regional dimension. For the moment, the recharging and refuelling infrastructure in
Finland is unequally distributed in regional terms, and building the infrastructure should
be supported particularly in regions where it will not emerge on market terms. Low-
carbon transport investments are related to several important national and EU-level
programmes and targets. The actions are consistent with the 2020 Country Specific
Recommendations. It is noted in the Recommendations that attaining the target of
carbon neutrality by 2035 will require considerable investments by Finland in sustainable
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transport. The proposed investments contribute to the attainment not only of the targets
in the Government Programme but also of the targets in the National Energy and Climate
Strategy and in the Medium-term Climate Change Policy Plan. The actions also contribute
to the attainment of requirements to be imposed by forthcoming EU-level actions (e.g.
legislative initiatives under the Green Deal). The aim is to ensure that emission reductions
in line with the increased target for 2030 and with the attainment of carbon neutrality

by 2050 can be achieved in all modes of transport.

C National strategic circumstances

According to the Government Programme, transport emissions will be halved by 2030.
The transport emission reduction target is vital for attaining the targets of the EU Burden-
Sharing Agreement. The means for attaining the emission reduction target are set forth
in the fossil-free transport roadmap. Thus, investments in sustainable transport directly
support the climate targets in the Government Programme and are related to the

EU Green Deal.

Description of reforms and investments in the component area
a. Reforms

REFORM 1: Roadmap for fossil-free transport, which is a Government Resolution
on the reduction of greenhouse gas emissions from domestic transport (P1C4R1)

Challenges

The reduction of emissions has been very slow, and current measures do not reduce
transport emissions in line with the targets set. Finland has already implemented effective
measures such as a distribution obligation for biofuels. It is estimated that existing
measures will lead to a further reduction in emissions of about 3.1 Mt by 2030. In order
to attain the targets set, new actions should be taken to achieve a yet further reduction
of 1.65 Mt in emissions by 2030.° The cost of emission reduction measures in transport
is higher in relative terms than in many other sectors of society. Many of the potential
actions will have a direct impact on business costs and consumer prices.

Another challenge in Finland is that distances are long and the population is sparse in
large areas of the country.

6 VTT baseline projection for greenhouse gas emissions from traffic 2020-2050, available at
https://api.59c5101502¢5/LAUSUNTOPYYNTO_20210115060016.PDF (In Finnish).
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Targets

A Government Resolution was issued on the fossil-free transport roadmap in spring 2021,
with concrete means for how to attain the 2030 target and a description of a pathway

to emission-free transport by 2045. The Ministry of Transport and Communications has
commissioned impact assessments on the concrete emission reductions of the various
actions, with a view to how the targets set can be attained in socially and regionally equitable
ways. The Ministry of Transport and Communications has estimated that subsidies will be
needed at least until about 2025, after which the number of cars could already be high
enough to motivate the construction of the distribution infrastructure on market terms.

Implementation

The Government Resolution was issued in spring 2021. Several reforms are to be
implemented by agencies (Finnish Transport and Communications Agency Traficom, Energy
Authority, ARA — Housing Finance and Development Centre of Finland) and monitored by
the Ministry of Transport and Communications. The Ministerial Working Group on Climate
and Energy Policy will monitor the implementation of the resolution. Funding from the RRF
will be allocated towards attaining the targets in the Government Resolution.

Stakeholder input

Key stakeholders contributed to the work of the working group that outlined the actions
in the fossil-free transport roadmap. The preparation process was public, and stakeholders
were heard in a consultation round in January and February 2021.

Expected complications

The Government Resolution is a preparatory decision that steers the work of the current
Government. No funding is allocated to the actions in the roadmap in the General
Government Fiscal Plan 2022-2025. Appropriations towards actions in the first phase of
the roadmap will be discussed in connection with the 2022 central government budget
and the General Government Fiscal Plan 2023-2026.

Reform target group

Enterprises and private citizens. The Government Resolution includes aid intended for
enterprises and private citizens the execution of which requires new legislation to be
enacted. Execution will depend on the appropriations allocated (see above).

Implementation timetable
The Government Resolution was issued in May 2021.

State aid

A review of the rules on State aid was performed with regard to the investments related
to this reform.
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REFORM 2: Tax reform for sustainable transport (P1C4R2)

Challenges

The transport tax system is already largely based on taxation of carbon dioxide emissions,
and tax rates are high. As stated in the Government Programme, there is a need to reduce
greenhouse gas emissions from transport even further, which may require more robust
steering methods than at present. At the same time, however, revenue from the carbon
dioxide based tax system is declining as cleaner motive power alternatives are increasing
in popularity.

Targets

It is noted in the Government Programme of Prime Minister Marin’s Government that
significant emission reductions, a rapid shift in motive power, an automation-based
technological transition that is already in progress and a wider availability of mobility
services are required in the transport sector. Efforts will be launched to address these
needs and to secure the fiscal base for tax revenue from transport over a period longer
than the current electoral term. Social fairness and regional equality will be considered
as emission reductions are being ramped up. It is further outlined in the Government
Programme that company car benefits will be revised so as to favour, with a considerable
margin, choosing a low-emission car and also give more equal weight to the choice of
non-vehicular traffic, public transport and mobility services.

A civil service working group led by the Ministry of Finance discussing transport tax
reform addressed the issue of company car benefits in its interim report, published in
August 2020. The taxation of company car benefits was revised on the basis of this report
as of the beginning of 2021. The taxable value of full electric vehicles used as company
cars was reduced for the period 2021-2025, recharging electric cars was defined as a tax-
free fringe benefit, and a charger acquired by the employer for the employee to install

at home was ruled to be an accessory of the company car. Also, taxation of commuter
tickets was simplified, and company bicycles were declared a tax-free benefit up to a value
of EUR 1,200 per year. It was decreed that the tax-exempt part of the so-called mobility
service package be determined in accordance with other tax-free employment benefits.
The company car tax reform will be further prepared with a view to heavily encouraging
users to select a full electric car or a low-emission car such as a natural gas powered car or
a chargeable hybrid.

At the second stage, the working group will be reviewing all current transport taxes
(fuel tax, car tax, vehicle tax and other transport taxes) and possible new taxes such
as a kilometre tax. The working group will issue its final report in May 2021, with
recommendations on the tax measures needed for enhancing emissions guidance
in traffic and for securing the tax base.
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Implementation

After the final report is published, the recommendations will be discussed in political
debate, and any further investigations will be decided at the Government budget session
in autumn 2021.

Stakeholder input
The working group consulted researchers, various organisations and key stakeholders.

Expected complications
So far, there are no political decisions as to how taxation should be reformed (except
for the reforms of employment-related benefits already enacted).

Reform target group
Enterprises and private citizens.

Implementation timetable
The required legislation will be prepared after political debate. Legislation addressing
changes to employment-related transport benefits was prepared in late 2020.

State aid
This reform is legislative in nature and does not require a review of the State aid
regulations.

b. Investments

INVESTMENT 1: Public recharging and refuelling infrastructure for electric and
gas-powered vehicles (P1C4I11)

Challenges

The percentage of vehicles using alternative motive power is still low in Finland at the
moment — about 2.3% — and therefore building a recharging and refuelling infrastructure
for electric and gas-powered vehicles is not yet very profitable as a business. The lack of a
distribution infrastructure for alternative motive power is a key obstacle for acquiring an
electric or gas-powered vehicle, and at the moment the infrastructure that does exist is
regionally unequal. Finland is a country with long distances and large sparsely populated
areas. Aid measures are needed particularly in regions where a recharging and refuelling
infrastructure will not emerge on market terms.

Targets

The existing aid for building a public recharging and refuelling infrastructure (transport
infrastructure aid granted by the Energy Authority) will be extended. The budget
appropriation for this aid will be increased. The purpose of the investment is to develop a
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recharging and refuelling infrastructure for electric and gas-powered vehicles nationwide,
thus promoting the green transition in transport in a regionally and socially equitable
way. Aid could be available not just for electricity and gas but also for other new kinds of
transport motive power with underdeveloped distribution networks. Encouraging use of
vehicles using alternative motive power will enable emission reductions. The investment
will have an employment impact for the duration of the project, and it will benefit the
enterprises building the infrastructure and local authorities, for example through the
construction of recharging infrastructure for electric buses. The aid can also benefit
enterprises offering recharging services and foster new business models.

Implementation:

This is an existing form of aid that will simply be increased. The legislation falls within the
administrative domain of the Ministry of Economic Affairs and Employment. The Energy
Authority decides on the granting of the aid on the basis of competitive tendering and
reports on its application.

Investment target group

Enterprises and local authorities may apply for the aid. The recharging and refuelling
points to be built with the support of this aid are public and thus available to all road
users.

State aid

This is a form of aid that does not conflict with the rules on State aid. Refuelling
infrastructure projects for completely new kinds of motive power, such as hydrogen,
may require a State aid notification.

Timetable
Can be implemented immediately, with aid being granted in 2022-2023 and projects
running up until 2026.

INVESTMENT 2: Private recharging infrastructure (P1C412)

Challenges

The lack of a recharging infrastructure is the major obstacle to acquiring an electric car.
Chargeable vehicles are mainly recharged at home and at work, and the lack of facilities
for home recharging has been identified as one of the worst bottlenecks in transport
electrification. Since cars are principally charged where they are stored, it is important

for there to be a separate recharging point for every electric car. It will be advantageous
for energy network capacity if recharging is mainly done when demand is low, i.e. at night.
The purpose of providing public recharging points is to facilitate long-distance travel.

88



PUBLICATIONS OF THE FINNISH GOVERNMENT 2021:69

Targets

The existing aid for building private recharging infrastructure, available to housing
companies (subsidies granted by the Housing Finance and Development Centre of Finland
(ARA) for building recharging infrastructure for electric vehicles) will be extended, and it is
proposed that it be expanded to cover workplaces as well, so that cars can be recharged
there instead of at home. The budget appropriation for this aid will be increased.
Encouraging use of vehicles using alternative motive power will enable emission
reductions.

The aid will benefit enterprises engaged in building the infrastructure and will have an
employment impact. Building private recharging infrastructure will provide consumers
with added incentives to acquire low-emission and zero-emission electric vehicles, while
lowering the costs of vehicle use.

Implementation:

This is a form of aid available to corporations that own residential buildings, and the
annual appropriation for this aid will be increased. This aid is defined under a budget
heading for which the Ministry of the Environment is responsible. The Housing Finance
and Development Centre of Finland (ARA) grants the aid on the continuous application
principle and reports on how the aid is used. Expanding the aid to cover workplaces
will be prepared separately with the aim of including workplaces in the aid coverage as
of 2022.

Investment target group

Currently, the aid is available to corporations that own residential buildings (housing
companies, rental housing corporations, etc.) and parking companies owned by them.
Itis suggested in the fossil-free transport roadmap that the aid be expanded to include
workplaces (enterprises and employers in other sectors).

State aid

As far as corporations that own residential buildings go, this is a form of aid that does not
conflict with the rules on State aid. With regard to expanding the aid to workplaces, the
preliminary intent is that the aid will be granted as de minimis aid.

Timetable

The projects to be funded will be selected and launched between 2021 and 2023 and
implemented by 2026.

Open strategicindependence and security matters

No direct impact.
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Trans-border and multinational projects

No direct impact.

Green dimension in the component area

Transport emissions account for approximately one fifth of Finland’s total greenhouse
gas emissions and some 40% of emissions in the so-called effort sharing sector. Transport
emissions have been decreasing in recent years, but at a rate that is too slow vis-a-

vis the targets. Compared with 2018, domestic traffic emissions decreased by about 3
percent in 2019 (0.3 million tonnes). In addition to greenhouse gas emissions, adverse
impacts caused by transport include other emissions harmful to the climate and to the
environment, and noise. For the target of halving transport emissions by 2030, new
actions must be taken to achieve further emission reductions of 1.65 million tonnes.

Supporting the distribution infrastructure is a relatively effective way of reducing
greenhouse gas emissions from transport, above all by enabling an increasing number of
consumers and enterprises to adopt cleaner means of mobility and transport. Significant
environmental benefits can also be gained from replacing fossil fuels with low-emission or
emission-free motive power.

This component area will make a major contribution to the green transition by supporting
a shift away from fossil fuels in transport. The actions can also help prevent the negative
regional and social impacts caused by the green transition. Transport emission reductions
are vital for achieving the emission reduction target in the ‘burden-sharing sector’ by 2030
and carbon neutrality of the EU by 2050. Investments in this component area contribute
directly to attaining the targets of the National Energy and Climate Strategy and the
Medium-term Climate Change Policy Plan vis-a-vis emission reductions in the ‘burden-
sharing sector’ The investments form part of the national transport climate policy. The
investments directly address the curbing of climate change.

Investment packages P1C4l1 and P1C412 in component area P1C4 are 100% supportive
of the green transition.

Investments in public recharging and refuelling infrastructure for electric and gas-
powered vehicles (P1C4I1) and in private recharging infrastructure (P1C412) have to do
with the intervention field Alternative fuels infrastructure (077) and are 100% supportive
of the green transition. The investments will be made in compliance with Directive (EU)
2018/2001. Investments in public recharging and refuelling infrastructure for electric
and gas-powered vehicles (P1C411) will partly promote transport electrification and
reduce emissions through a transition from fossil fuels to electric, biogas or other motive
power. Investments in private recharging infrastructure (P1C412) will promote transport
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electrification. The action will reduce greenhouse gas emissions from transport, as fossil
fuel use will be partly replaced by electricity.

Digital dimension in the component area

Although the investment and reform package in component area P1C4 supports

the digital transformation, no precise percentage target can be determined for it in
accordance with the methodology for digital tagging in the RRF Regulation. Aid for
recharging and refuelling infrastructure will promote things like smart recharging and
transport servicification.

Do No Significant Harm

The investment and reform package in component P1C3 complies with the criteria of the
Do No Significant Harm (DNSH) principle. For a more detailed description, see Appendix 3:
DNSH tables.

Costs to be covered out of RRF funding

EUR 40 million, consisting of the following investments
e Public recharging and refuelling infrastructure for electric and gas-powered

vehicles, EUR 20 million

®  Private recharging infrastructure, EUR 20 million

ENVIRONMENTAL SUSTAINABILITY AND NATURE-BASED SOLUTIONS

Description of component area:

Policy area: Nature conservation, environmental protection, curbing of and
adaptation to climate change, water protection, climate-sustainable forest
management, circular economy.

Targets: Improving the state of the environment and of waterways, increasing
biodiversity, promoting the circular economy and carbon neutrality and curbing of
and adapting to climate change, boosting investment activity and technological
innovations

Reforms:
1. Nature conservation legislation reform (P1C5R1)
2. Strategic promotion of the circular economy (see P1C2)
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Investments:
1. Gypsum treatment of fields and nutrient recycling (P1C511), EUR 20 million
2. Climate-sustainable actions in the land use sector (P1C512), EUR 10 million

Estimated costs: Investments proposed to be supported with RRF funding,
total EUR 30 million

Principal challenges and targets
a. Principal challenges

Because of discharges of nutrients and hazardous materials, and as a consequence of
climate change, the state of the oceans, of the Baltic Sea and of our inland waterways has
not improved towards a good status in accordance with water resources management and
marine management targets. Mineral phosphorus resources are declining, and recycled
raw materials must be made available.

According to threat assessments of species and habitats in Finland (Threatened species in
Finland 2019, SY5/2018) and an evaluation of the effectiveness of the Nature Conservation
Act (SY 27/2010, SYKEra 19/2020), land use changes and intensive use of natural resources
in particular contribute to the continued depletion of biodiversity, and legislation has not
been able to halt this trend.

b. Targets

As an example, spreading gypsum (an industrial by-product) in fields and recycling
nutrients can facilitate the transition to the circular economy and reduce the nutrient
load on the Baltic Sea and on waterways while also reducing greenhouse gas emissions.
Introducing new methods boosts RDI investments and the competitiveness of enterprises
in the sector. The actions proposed will improve the state of the environment and

will support the targets of Finland’s water resource management plans and marine
environment management plans, the HELCOM Baltic Sea Action Plan and the EU Strategy
for the Baltic Sea Region besides helping translate the expertise into export products.

Multibenefit effects are sought with nature-based solutions. Financial impacts

include reuse of industrial residues and the business benefits of new solutions. For

the environment, these solutions promote the curbing of and adaptation to climate
change, reduce the discharge of harmful substances into waterways and help safeguard
biodiversity.

Adopting smart forest management can reinforce carbon sinks, help adapt to climate
change, safeguard biodiversity and reduce loads on waterways.
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C National strategic circumstances

The Government Programme includes the target of halting the loss of biodiversity by
2030. The National Biodiversity Strategy up until 2030 is being revised. Funding and
actions should be focused on areas in commercial use in order to attain the targets.

The actions also support the delivery of the National Forest Strategy. The attainment of
national climate targets and the implementation of plans pursuant to the new Climate Act,
such as the land use sector climate plan will be supported along with the implementation
of the National Climate Change Adaptation Plan.

The actions will support the targets of Finland’s water management plans and maritime
spatial plans, the HELCOM Baltic Sea Action Plan and the EU Strategy for the Baltic

Sea Region, as required by EU legislation on water management. Finland’s water
management plans and Maritime Spatial Plan are being revised; the actions will promote
both improvements in the state of the environment and biodiversity targets. Baltic Sea
conservation actions support the national implementation of the Common Agricultural
Policy (CAP). The actions implement the target in the European Green Deal to restore
the natural functions of groundwater and surface water and the target set for the
preservation and restoration of ecosystems and biodiversity to enable the achievement
of the “no net loss” objective of the EU’s biodiversity strategy. The actions also implement
the National Bioeconomy Strategy, the National Biogas Programme and the nutrient
recycling action plan.

Description of reforms and investments in the component area
a. Reforms

REFORM 1: Nature conservation legislation reform (P1C5R1)

Challenges

The Nature Conservation Act and other steering measures should be updated to better
respond to current needs for strengthening biodiversity, not just conserving it. Preserving
biodiversity outside nature reserves and maintaining ecosystem services should be better
considered in decision-making; also, new actions are required for securing the functioning
and effectiveness of habitat and species protection.

Deterioration of the ecological quality of habitats is one of the most significant factors
threatening species in Finland. Their quality can be improved with the appropriate
maintenance, refurbishment or restoration measures. About half of the habitat sites
protected under the Nature Conservation Act are estimated to be in need of maintenance,
at least in the long term. Climate change will create completely new challenges for the
Nature Conservation Act and for restoration measures.
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Targets

The Nature Conservation Act will be used to create the currently absent legislative basis
for a national biodiversity strategy and for voluntary nature protection action plans that
include restoration and active nature management. The Nature Conservation Act will
also be amended with provisions concerning the financial aid system for restoration and
maintenance measures. The measures for restoration and maintenance of threatened
habitat types, species and landscape values that may be supported through the new
aid system may foster new business operations in nature management and landscape
management.

Implementation:

The reform of the Nature Conservation Act will be prepared in a broad-based working
group during 2021. The Act will be enforced by the Centres for Economic Development,
Transport and Employment, Metsahallitus and the Ministry of the Environment.

Stakeholder input

Stakeholders are involved in preparing this legislative reform. The reform of the Nature
Conservation Act is also intended to improve procedures for citizens’ participation,
particularly in nature conservation planning.

Expected complications

The effectiveness of legislation may be compromised by insufficient resources, possible
delays in enforcement and conflicting trends such as increasing use of natural resources
and uncompensated land use that alters the environment.

Reform target group

The Nature Conservation Act addresses the safeguarding of biodiversity in general and
activities in society at large that have a bearing on it. Thus, its target groups include
various operators on the one hand and society at large on the other, the functioning of the
latter ultimately depending on the state of biodiversity through vital ecosystem services.

Implementation timetable
The Government proposal for the Nature Conservation Act is to be submitted to
Parliament in 01/2022, with a view to the Act entering into force during 2022.

State aid

This reform is legislative in nature and does not require a review of the State aid
regulations.
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REFORM 2: Strategic promotion of the circular economy

This refers to the reform ‘Strategic promotion of the circular economy and reform of the
Waste Act’ (insofar as it concerns the strategic promotion of the circular economy), which
can be found in this report under Industry renewal and investments supporting the green
and digital transition’ (P1C2).

b. Investments

INVESTMENT 1: Gypsum treatment of fields and nutrient recycling (P1C5I1)
Challenges

Eutrophication of the Baltic Sea remains the greatest single challenge for marine
biodiversity, and new and broad-based actions are needed to combat it. According to
Finland’s water resources management and maritime environment management plans
for 2016-2021, improving the status of waters by 2027 is not possible without substantial
and cost-effective additional actions to manage diffuse pollution.

Mineral phosphorus resources are declining, and recycled raw materials must be
made available. The recycled nutrient market is only just emerging in Finland, and it is
competitively disadvantaged in relation to the mineral fertiliser market.

Targets

Gypsum treatment of fields is a new and efficient circular economy solution that reduces
the phosphorus loading from agriculture to the Baltic Sea and promotes the preservation
of carbon stocks in the fields. The efficacy of gypsum has been established in extensive
field tests in Finland over the past ten years. The results show that the application of
gypsum reduces the leaching of phosphorus from fields into waterways by half. Gypsum
treatment helps fields retain nutrients and organic matter and thus improves the
sustainability of the food production system.

The gypsum treatment complements other ways of combating eutrophication

proposed in water resource and marine environment management plans. Because
diffuse phosphorus pollution is expected to increase further due to climate change, the
reductions in nutriens loads sought in the HELCOM Baltic Sea Action Plan and in national
water resources management cannot be attained without all conservation measures in
agriculture being implemented to their fullest extent.

Gypsum treatment makes use of a residue from the fertiliser industry, thus promoting the
circular economy and fostering new, green business models. Gypsum treatment is being
developed into an export product, because the adoption of the treatment in various
countries around the Baltic Sea would have a significant impact on the state of the sea.
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The state of the sea in areas such as the Archipelago Sea has a direct bearing on the
potential for tourism.

Nutrient recycling reduces the discharge of nutrients into waterways, where they cause
eutrophication and deterioration of quality. Producing recycled fertilisers and renewable
energy using various biomasses can help replace fertilisers and fossil fuels made using
virgin raw materials. The aim is to encourage innovations and investments and to develop
steering measures that will help make nutrient recycling a profitable business.

Implementation:

A survey has been made of fields suitable for gypsum treatment in Finland; with the
strictest criteria, their combined area amounts to 540,000 hectares. Thanks to preparatory
work in the Water Protection Enhancement Programme, the investment programme can
be launched quickly. The programme includes developing an electronic search system

for farmers, reforming legislation and creating operating models for the acquisition of
gypsum and for spreading it in fields. The operating model was piloted in the Archipelago
Sea area and found to work very well.

The nutrient recycling actions involve granting aid to promote the recovery and safe

use of nutrients, particularly from community waste water and sludge, and symbiotic
relationships for nutrient recycling among various operators forming recycling systems to
leverage nutrient-rich waste or residue flows and/or biomasses in waterways. The projects
will support the introduction of new technologies and methods for nutrient recycling, the
production of competitive high value added end products, RDI investments and improved
competitiveness of enterprises in the field. Projects will be selected particularly on the
basis of their impact on combating climate change, on eutrophication and on biodiversity.
The aim is to provide funding for 7 to 10 projects (at EUR 0.5 to 0.7 million each).

Funding is sought for the investment programme to allow the expansion of gypsum
treatment between 2022 and 2024 and the providing of support to investment or RDI
projects in nutrient recycling. The Southwest Finland Centre for Economic Development,
Transport and the Environment will be the competent authority for gypsum treatment
projects, while the Ministry of the Environment will manage nutrient recycling projects.

Investment target group

The investment will concern industry and agriculture and also enterprises involved

in planning, technology, contracting, logistics and other related fields. Other impacts
concern carbon stocks in arable land, the status of waterways and biodiversity. The
investments will also have an employment impact. The annual phosphorus load deposited
in the Baltic Sea will be reduced by about 150 tonnes, and as a result the status of coastal
and river waters and biodiversity will improve.
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State aid

Gypsum provided for farmers to spread on fields constitutes State aid as per the EU
General Block Exemption Regulation (GBER), for which the European Commission
requires that the terms and conditions for such aid are defined in binding legislation.
The Government Decree on Aid to Be Granted for Gypsum Treatment of Arable Land in
2020-2025 (510/2020) was adopted pursuant to the Act on the Organisation of River
Basin Management and the Marine Strategy (1299/2004), allowing aid to be granted

to farmers in accordance with the terms and conditions defined by the Commission
and the rules on State aid. Nutrient recycling projects can be implemented as per the
GBER or as de minimis aid pursuant to the Government Decree on State Aid Granted to
Nutrient Recycling and Waste Water Management Energy Efficiency Projects in 2020-2026
(657/2020).

Timetable

The investments will be made in 2021-2025. Competitive tendering for the procurement,
transport and spreading of gypsum will be launched in 2021, and the first gypsum
deliveries will be made no later than 2022. The actions are intended to mainly be carried
out in the period 2022-2023, during which 80% of the projected volume of gypsum is

to be spread in the fields. The nutrient recycling projects will be selected and launched
between 2021 and 2023. The investments will be completed in 2025 at the latest.

INVESTMENT 2: Climate-sustainable actions in the land use sector (P1C512)
Challenges

Natural Resources Institute Finland has estimated the emission reduction potential of
climate actions in the land use sector. According to their report, the greatest potential in
forestry has to do with forestation of drained peat forests. Fertilisation and retention trees
can help reinforce carbon sinks at all growth sites. There are also other possible measures
for increasing the climate sustainability of forests.

Curbing of and adaptation to climate change, safeguarding biodiversity and reducing the
load on waterways require increasingly detailed information on locations, soil and nature
values in the management and use of forests so that emissions from operations can be
reduced, the health and resilience of the forest better managed and sinks maintained and
reinforced.

Targets

Methods will be developed for forest management that are climate-sustainable and
safeguard biodiversity, with reference also to development needs in growing continuous-
cover forests. As methods improve, forestry may adopt more precisely targeted and
pluralist harvesting and growing methods, with improved consideration for soil, nature
values and waterway protection. Forest health and resiliency can then also be better
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ensured by favouring mixed forests and by enhancing woodland biodiversity. This may
lead to smart forestry, where new methods and technologies are developed for forest
management and wood harvesting by applying information from multiple sources and
improving available information. Information on the quality of the actions taken is an
essential part of this. Smart forestry will safeguard and increase the carbon binding
capacity of forests. Tree species that will thrive in their growth locations even as the
climate changes will form varied, healthy and resilient forests that will continue to form
effective carbon sinks in the future.

Method development can help boost added value, enhance forestry management chains
and come up with new, nationally and globally applicable innovations.

Implementation:

The Ministry of Agriculture and Forestry will announce an application round for funding
for development and training projects. Funding will be granted to at least 7 projects. The
DNHS principle will be applied in project selection. Proposals will only be considered

if they support adaptation to climate change and climate change risk management in
accordance with intervention field 037 in the RRF Regulation.

Investment target group

The development benefits of the investment will accrue to operators in the forest sector:
forest owners and enterprises and corporations involved in planning, technology,
contracting or other functions in the sector. The impacts of the projected changes

in operations will concern carbon stocks in arable land, the status of waterways and
biodiversity.

State aid

The Ministry of Agriculture and Forestry may use the appropriation for central government
grants or public procurements, or allocate aid to central government agencies or
institutions. Funding will be granted pursuant to the Government Decree on the Aid
Granted for Climate Measures in the Land Use Sector between 2020 and 2025 and the
Appropriation Allocated for this Purpose (5/2021)

Timetable

The Ministry of Agriculture and Forestry will announce the project application round in
2021. Funding decisions will be made in 2022 and 2023. The projects must be completed
no later than 2025.

Open strategicindependence and security matters

No direct impact.
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Trans-border and multinational projects

No direct impact.

Green dimension in the component area

Nature-based solutions and investments safeguarding environmental sustainability will
be leveraged to yield multiple societal benefits in ways that are sustainable for the climate
and for ecosystems. The actions will promote ecosystem services, waterway protection
and carbon sinks. From the perspective of the green transition, the actions will promote
curbing of climate change, adaptation to climate change and safeguarding of biodiversity.
The investment and reform package in component area P1C5 is 100% supportive of the
green transition.

Investment P1C511 ‘Gypsum treatment of fields and nutrient recycling’is related to the
intervention field Use of recycled materials as raw materials compliant with the efficiency
criteria (045bis) on the following grounds: The action contributes to all climate and
environmental objectives defined in the EU Taxonomy Regulation (which defines which
economic activities can be considered environmentally sustainable) directly or indirectly,
particularly objectives 2 to 5. The action will reduce the phosphorus load on waterways
that causes eutrophication (objectives 2, 3, 5) and the greenhouse gas emissions from
the production of chemical fertilisers while increasing carbon binding in fields (objective
1). The action promotes the efficient use of resources by using residues generated

in communities and industry (gypsum, biomasses) and promoting the transition of
agriculture to the circular economy (objective 4). Diffuse pollution in the Baltic Sea is the
greatest single challenge for marine biodiversity; gypsum treatment of fields is the most
effective new method for combating this (objective 6).

Investment P1C512, ‘Climate-sustainable actions in the land use sector’, is related to

the intervention field Adaptation to climate change measures and prevention and
management of climate related risks: others, e.g. storms and drought (including awareness
raising, civil protection and disaster management systemes, infrastructures and ecosystem
based approaches) (037) on the basis of an ecosystem-based approach as follows: Climate
change increases the chances of forest damage. Biodiverse forests are more resilient to
damage.

Tree species that thrive in their location and naturally belong in our flora are efficient
carbon sinks, resistant to damage and best capatble of adapting to a changing climate.
The emergence of mixed forests may be fostered by considering minor variations in
habitats and their soil and through nature management measures such as having groups
of retention trees. The greatest potential in forestry has to do with forestation of drained
peat forests. On peatlands, water level regulation is crucial for forest growth and for
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emissions of greenhouse gases from the soil. Carbon sinks in forests can be substantially
increased by using forest management methods for growing continuous-cover forests

in nutrient-rich peatlands. Methods will be developed for forest management that are
climate-sustainable and safeguard biodiversity. As methods improve, forestry may adopt
more precisely targeted and pluralist harvesting and growing methods, with improved
consideration for soil, nature values and waterway protection. Forest health and resiliency
can then also be better ensured by favouring mixed forests and by enhancing woodland
biodiversity.

Digital dimension in the component area

Although the investment and reform package in component area P1C3 supports
the digital transformation as described below, no precise percentage target can be
determined for it in accordance with the methodology for digital tagging in the RRF
Regulation.

The practical actions under the investments described above will require good
cooperation between organisations. Successful deployment of the actions will require
good information management and shared geographical information. The organisations
executing these actions have various geographical information systems of their own;
these will be fitted with the necessary interfaces so that the required geographical
information will be available to all operators. Geographical information collected at sites
will also be made publicly available and downloadable as applicable.

Do No Significant Harm

The investment and reform package in component area P1C1 complies with the criteria of
the Do No Significant Harm (DNSH) principle. For investment P1C5I11 (‘Gypsum treatment
of fields and nutrient recycling’), a more detailed study was done on compliance with

the criterion ‘Preventing and reducing environmental contamination’ The investment is
compliant with the DNSH principle in respect of this criterion as well as others, because
only advanced products and processing methods will be introduced. For a more detailed
discussion, see Appendix 3: DNSH tables.

Costs to be covered out of RRF funding:

EUR 30 million, consisting of the following investments
e  Gypsum treatment of fields and nutrient recycling, EUR 20 million

e (Climate-sustainable actions in the land use sector, EUR 10 million
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PILLAR 2: Digitalisation and the data economy will
strengthen productivity and make services available to all

Package targets:

Digitalisation is about improving operations with information and technology. This may
involve the improvement of business operations or of administration. Improving services,
processes and operating practices is an important part of digitalisation, and legislation
and other regulatory items often also need to be updated. Digitalisation also requires skills
development. The persons coordinating development and their managers must have an
understanding of and competence in digitalisation as it applies to their sector. Users must
also have sufficient skills for using the services provided. All this has already been going
on in Finland for dozens of years, under a variety of headings. The results have mainly
been good.

New technologies, potential for leveraging data and high-speed connections continue to
create new opportunities for digitalisation. This not just about individual new technologies
but about how to combine them. A smartphone is a highly complex technological entity
where various sensors enable motion-based applications, for example, but the true
potential of the device is in its network connection and the services and information
available in the cloud. This can be taken as a metaphor for digitalisation as a whole. While
individual modules must of course be in order, the real value in applications for users is
generated by combining several technological features to work together. In addition to
such individual innovations, there must be an infrastructure to facilitate new technologies
and to provide the connections needed for deploying digital services. New technologies
and new services must have high-quality, interoperable data in order to be effective.
Tapping into the potential of digitalisation also calls for trust and integrated cyber security
and information security.

Finland, like many of our competitor countries, has made good progress in digitalisation at
the organisation level, and although there is still a lot of potential there, the best solutions
for productivity and competitiveness arise when it is possible to combine information
from multiple operators. This changes the nature of the development process. We need to
create structures supportive of cooperation, data interoperability must be good, and there
must be ground rules governing all the work being done. Ground rules can be established
through regulation, but simply having common agreement has worked well in respect of
the Internet, for example. The role of the public sector in this is not limited to regulation;
the public sector must be an active participant at all stages of the process. In Finland, the
data repositories of the public administration provide the groundwork in several fields.
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In the international context, our most important operating domain is the European Union.
Digitalisation is high up on the agenda of the current Commission and has now been
amalgamated with climate actions through the concept of ‘twin transition’ This happens
to be a combination that works well for Finland, too. Digitalisation naturally also causes

a climate load, but in our sparsely populated northerly land it can make operations more
effective, because interconnectivity increases as the digital infrastructure is improved.

The digitalisation targets published by the Commission in February 2020 included a
European Data Strategy. It is consistent in its targets with Finland'’s information policy and
promotes a human-oriented data economy, which Finland also advocates. Other actions
proposed by the Commission are also well in line with Finland’s targets. Indeed, Finland
undertook some of these actions as early as in the previous decade, and we were a few
years early with information policy, too. For example, the Digital Europe Program (DIGITAL)
includes several new technology items that are already current in Finland.

The European Data Strategy presents the concept of ‘data spaces, which refer to
establishing shared ground rules for a particular sector or industry and procedures for
leveraging data. Health, transport, public administration and industry are examples

of data spaces. This makes it easier to share and use data within sectors. Finland also
emphasises data interoperability and its use across sector boundaries, i.e. between data
spaces.

Reliable products and services are a crucial requirement for digitalisation. A high level

of cyber security and information security and the concomitant expertise will uphold

the competitiveness of our economy and society at large in all sectors. A Cyber Security
Development Programme is currently in preparation, in accordance with the Government
Programme and Finland’s Cyber Security Strategy. The Development Programme is part of
the implementation of the Finnish Cyber Security Strategy 2019 and the EU Cyber Security
Strategy.

The Sustainable Growth Programme contains projects or programmes consistent with

the aforementioned targets and principles and in line with EU actions. Because of their
pioneering nature, some of the actions - such as financial management automation (Real
Time Economy, RTE) — are approaches to automation at the level of society as a whole that
are as yet unknown outside the Nordic countries.

102



PUBLICATIONS OF THE FINNISH GOVERNMENT 2021:69

Summaries of the proposed projects and programmes:

® Improving the quality and availability of telecommunications networks
— Augmenting network connections in areas where the commercial supply
is insufficient

e Digirail project: digitalisation of the rail network
— Designing and delivering a new national rail traffic management system
(ERTMS) to replace the outdated train management system, using 5G
technology.

e Corporate digital economy — RTE programme
— Automating financial management by introducing e-invoices and
e-receipts across the board. This will also facilitate digitalisation in other
processes in enterprises.

e Programme for accelerating spearhead technologies
— Making investments in the research and introduction of spearhead
technologies that are vital for Finland.

e Virtual Finland programme
— Creating a Virtual Finland service platform to improve Finland'’s
competitiveness, enabling integrated digital service paths to be created
combining public and private services for clients arriving in Finland -
enterprises, employees, university students and tourists — and to boost
exports of the service offering.

® Improving the Residential and Commercial Property Information System
— A national system will be set up to contain technical and financial
information of housing companies, to allow for digitalisation and the
establishment of a positive credit registry in the field.

e Enhancing the effectiveness and transparency of RRP-based reforms and
investments by improving information systems, administration, oversight and
inspections

® Ensuring effective supervision and enforcement against money laundering
— Combining information from various authorities and making it easier to
file notifications of money laundering.

® Investing in cyber security research and exercises
— The outcomes of the research will improve cyber security competence
across the EU, while practice operations will improve the functional
capacity of society at large in case of a cyber disruption.
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The digital infrastructure is, as its name indicates, a project to foster operating potential.
Investments in cyber security and information security practice and research also support
digitalisation across a broad range. Other projects are scattered in various sectors, but
there are synergy benefits to be found between them. These synergy benefits mostly
have to do with sharing data. New solutions for leveraging data will be developed in all
projects, along with new interoperability requirements. The building of data spaces is also
taken into account in the projects.

This pillar is divided into three component areas:
Digital infrastructure

Accelerating the data economy and digitalisation
Digital security

DIGITAL INFRASTRUCTURE

Description of component area:

Policy area: Digitalisation

Targets: The target is for Finland to have high-speed telecommunications networks
facilitating the digital transformation that have nationwide coverage, are reliable
and satisfy the needs of businesses, employment, studies, public services and citizens’
everyday lives. Another target is to promote digitalisation of traffic, which will further
support attainment of transport emission reduction targets.

Investments supporting the green transition in transport aim to reduce emissions and

to renew the entire transport system in order to respond to the technological transition
that is going on in transport. Digitalisation of rail transport will be promoted, which

will lead to significant benefits in the form of improved service quality, reduced costs or
reduced emissions. The green and digital transition in transport will create incentives for
new kinds of business.

Reforms and investments
The investments are for delivering digitalisation of the rail network and for improving
the quality and availability of telecommunications networks.

Investment package 1:

Investment: Digirail project: The target is to replace the train management system.
Since the current train management system is coming to the end of its service life,
and as required by EU regulation, Finland must begin introducing a new rail traffic

management system in the current decade. The Digirail project will ensure safe train
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operation in the future. When the Digirail project is delivered in a modern way, the
investment will result in significant benefits in the form of added network capacity,
improved service quality, environmental benefits, etc.

Investment package 2:

Investment: Improving the quality and availability of telecommunications networks:
The target is to improve the quality and availability of telecommunications in areas
of Finland where advanced telecommunications are not built commercially, and to
co-ordinate broadband investment.

Estimated costs: Rail network digitalisation, EUR 85 million Telecommunications
networks, EUR 50 million

Principal challenges and targets
a. Principal challenges

Greenhouse gas emissions in 2019 from Finnish domestic transport totalled 11.1 million
tonnes. The reduction of emissions has been very slow, and current measures do not
reduce transport emissions in line with the targets set. The baseline projection shows that
current measures will reduce emissions by a further 3.1 Mt. In order to attain the targets
set, new actions should be taken to achieve a yet further reduction of 1.65 Mt in emissions
by 2030. The new actions will be agreed on in 2021. The means for attaining the emission
reduction target are set forth in the fossil-free transport roadmap.

Replacing the current train management system (JKV), which is nearing the end of

its service life, is essential, and EU regulation requires the adoption of the European
Rail Traffic Management System (ERTMS). Investments in rail transport will gain
significant benefits in the form of increased digitalisation, improved service quality and
environmental impacts.

The need for citizens and businesses to have comprehensive, high-quality and high-speed
telecommunications connections will only increase as work and industrial production
become increasingly digitalised and as service supply and demand migrate to digital
channels. Currently, 4G networks reach more than 99.8% of Finland'’s population, and
there are 5G networks in more than 100 communities. However, as at the end of 2020 only
65% of households had access to fixed high-speed broadband connections (download
speed 100+ Mbit/s).

Reliable high-speed telecommunications connections are needed to support smart
guidance, monitoring and automation systems of the future in industry, health care,
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agriculture, forestry, transport, logistics, etc. Low fault tolerance in these connections
weakens the reliability and usability of services, particularly in critical applications.

There are huge differences between regions in the availability of optical fibre connections.
Availability is particularly low in rural areas. As at the end of 2019, 38% of Finland'’s
households had access to an optical fibre connection. Although Finland has one of the
highest coverage figures in Europe for 4G networks (including broadband 4G connections
in rural areas), it is still a challenge to provide nationwide availability for fixed broadband
connections allowing a download speed of 30+ Mbit/s. Only 9.12% of households in rural
areas had access to fixed-network high-speed broadband allowing a download speed of
30+ Mbit/s in Finland in 2019, as compared to the EU average of 59.3% (Digital Economy
and Society Index, DESI).

b. Targets

Another target is to promote digitalisation of traffic, which will further support attainment
of transport emission reduction targets. Investments supporting the green transition in
transport aim to reduce emissions and to renew the entire transport system in order to
respond to the technological transition that is going on in transport. Digitalisation of the
rail network can help improve the energy efficiency of rail transport and create potential
for its improved running and attractiveness.

The target is for Finland to have high-speed telecommunications networks and
technological solutions for cloud-based services facilitating the digital transformation that
have nationwide coverage, are reliable and satisfy the needs of businesses, employment,
studies, public services and citizens’ everyday lives. The overall target is to ensure the
availability and quality of telecommunications networks across Finland and to ensure

the establishment of networks that will promote the digitalisation of public services and
transport. Investments will boost the availability of broadband connections in areas where
they would not be built on market terms.

High-speed connections should be technology-neutral.

The target is to increase the availability of high-speed connections nationwide and
thereby improve the resiliency, durability and efficiency of telecommunications networks.
Also, the reliability of technological infrastructure and of the connections used by the
public administration will be improved. Another target is to promote remote work and
location-independent work.
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According to the Country Specific Recommendations for Finland, we should focus our
investments on the green and digital transition, specifically on building an efficient and
durable infrastructure. According to the preamble to the Recommendations, amid health,
environmental, regional and productivity concerns, continued efforts are needed to roll
out high-speed broadband and to improve other digital infrastructure, with a view to
rationalise logistics and maintain economic activity in remote areas. The Commission’s
recommendations on the CAP Strategy also advise Finland to utilise public subsidies to
achieve 100% coverage in high-speed connections by 2025, which will be in line with the
green transition. It was also recommended that synergy with national aid and other forms
of EU aid should be ensured.

Flagship areas

The pillar as a whole supports the European flagship area ‘Connect; which is aimed at fast
rollout of rapid broadband services to all regions and households. The Digirail project
supports the ‘Recharge and Refuel’ flagship area.

C. National strategic circumstances

In the Government Programme of Prime Minister Sanna Marin, Finland is committed to
the ambitious target of the European Union according to which all households will have
access to a high-speed broadband connection of at least 100 megabits per second by
2025. Finland wishes to be among the world leaders in telecommunications networks, as
also stated in the Digital Infrastructure Strategy published by the Ministry of Transport and
Communications in 2018.

As per the Government Programme, aid will be targeted to areas where no commercial
broadband will be forthcoming before 2025. According to the General Government
Fiscal Plan, EUR 5 million will be reserved for 2021 for the implementation of the national
broadband project. For the administrative branch of the Ministry of Transport and
Communications, the digital infrastructure strategy is of central importance.

Digirail: The Government made a decision on the first 12-year National Transport System
Plan in April, and it was submitted to Parliament as a Government report. The Plan was
prepared by the Ministry of Transport and Communications under the leadership of a
parliamentary steering group. The purpose of the Plan is to ensure access to all of Finland,
to make sustainable forms of mobility available and to improve the socioeconomic
efficiency of the transport system. The need for delivering a project consistent with the
Digirail study is identified in the Plan.
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Description of reforms and investments in the component area

a. Investments:

INVESTMENT 1: Digirail project, or rail traffic management digitalisation, or
introduction of ERTMS and FRMCS (P2C1R1)

The purpose of the Digirail project is to replace the entire train management system

in the rail network with a European Rail Traffic Management System (ERTMS) by 2040.
The purpose of rail traffic management is to ensure that speed limits, signals and signs
are complied with, i.e. to prevent train collisions and accidents and hazards caused by
excessive speeds. The rail traffic control system currently in use in Finland will reach the
end of its service life at the end of the 2020s. Comprehensive digitalisation of Finland’s rail
traffic and introduction of the new ERTMS system and the related Future Railway Mobile
Communication System (FRMCS), i.e. delivery of the Digirail project, is a key requirement
for ensuring an acceptable level of service and continued functioning of rail traffic in the
future. EU regulation requires Member States to use the ERTMS in the TEN-T core network
and prohibits the development of proprietary national systems.

RRF funding will go towards the development and verification phase of the project,
meaning the preparation of testing and piloting in laboratory conditions, on a test track
and on a pilot track section that will then be given over to commercial rail traffic, between
2021 and 2026. The test laboratory will allow system parameter impact assessments to

be conducted for Finland’s entire rail network. The test track will allow testing of the new,
radio-based system on the basis of the lab results in realistic conditions and with actual
rolling stock. On the pilot track section that will then be given over to commercial rail
traffic, only the new system will be used for rail traffic management.

The RRF funding provided to the Digirail project in the development and verification
phase (2021-2026) is to be distributed as follows: EUR 3 million in 2021, EUR 4 million in
2022, EUR 6 million in 2023, EUR 15 million in 2024, EUR 28 million in 2025 and EUR 29
million in 2026. The investment will be weighted towards the end of the development
and verification phase because testing on the commercial pilot track section will cost
considerably more than testing in the laboratory or on the test track. The commercial pilot
track section cannot be built until sufficient successful test results have been obtained in
laboratory conditions and on the test track.

The overall investment of EUR 85 million will be distributed over the period 2021-2026
so that EUR 35 to 45 million will be allocated to the commercial pilot track section.

The remainder will go towards establishing an ERMTS laboratory and a test track for
developing an ETCS Baseline 3 system (the highest level), the FRMCS, automatic train
functions and asset management.
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Challenges
Initially, availability of experts and acquisition of expertise will be challenges in the Digirail
project.

Targets

The purpose of the investment is to deliver testing and piloting to provide necessary
information for preparing the introduction of a national ERTMS, specifically in the design
of a modern national radio-based network and a Future Railway Mobile Communication
System (FRMCS). The testing will concern areas identified as key factors for development,
and the test results can be shared with other Member States. Finland will be one of

the first EU Member States to deliver future-proof digitalised systems based on 4G/5G
technologies for long-distance rail traffic. It will be evaluated in the project what synergy
benefits could be found between developing railway communications of the future and
developing other future communications systems. The investment will also result in the
building of a permanent infrastructure and system on the commercial pilot track section.

After the development and verification phase, i.e. in the period 2027-2040, the Digirail
project and hence the ERTMS will be introduced across Finland'’s entire rail network.

A new digital train control system would make it possible to increase rail capacity,
improve punctuality and increase the number of trains and passengers in the current
railway network. It will also reduce the impact and duration of various disruptions. The
new technology will help traffic run more smoothly across Finland’s entire rail network,
but particularly in areas where passenger volumes are high. A better and more punctual
provision of trains will support the transition to sustainable modes of transport and
reduce transport emissions. Increasing the proportion of rail transport is also an EU-
wide objective that is strongly highlighted in the European Green Deal, the European
programme on green development.

Implementation

The Ministry of Transport and Communications and the Ministry of Finance are
responsible for entering infrastructure funding in the central government budget.
The Finnish Transport Infrastructure Agency, as custodian of the rail network, is
responsible for infrastructure procurements in the Digirail project and for reporting
(financial reporting and effectiveness).

Investment target group

The investments will be used for infrastructure development and testing, and will thus be
directed to the custodian of the national rail network, the Finnish Transport Infrastructure
Agency.
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Compatibility with rules on State aid

No issues related to the rules on State aid have been identified in the Digirail project.

The funding of the construction of public infrastructure, e.g. roads and bridges, does not
fall within the rules on State aid if the infrastructure so built is available to all operators

at no charge. The Commission has ruled that although railway infrastructure operations
may be commercial operations under certain conditions, building railway infrastructure
generally does not have an impact on trade between Member States or distort
competition if said infrastructure is available to potential users on equitable and non-
discriminatory terms, as is the case here. Finland does not have, and there are no plans for,
a railway infrastructure parallel to the proposed investment, and no private funding will be
used for building this infrastructure.

Timetable

The ERTMS test laboratory will be operational in 2022 and will have conducted successful
tests by the end of 2022. The test track will be built by 2024, and successful tests will have
been conducted on it by the end of 2024. The results obtained on the test track will enable
the finalisation of technical specifications for the pilot track section and allow the project
to proceed to the next phase, testing on a pilot track section that will then remain in
commercial use. Tests on the commercial pilot track section are expected to begin in 2026,
and commercial traffic could begin in 2027.

INVESTMENT 2: Improving the quality and availability of telecommunications
networks (P2C1I1)

The target is to improve the quality and availability of telecommunications in areas of
Finland where advanced telecommunications are not built commercially, to coordinate
national and EU-level broadband investments and to engage in active publicity on
broadband connections. This investment will respond to both national and EU-specified
digital infrastructure development targets.

Availability of high-speed and high-quality telecommunications connections should

be guaranteed to all Finnish residents and all enterprises based in Finland, in the best
possible way. High-speed and high-quality telecommunications connections can facilitate
functions in citizens’ everyday lives, multilocation employment and studying, and
potential for enterprises and various organisations to operate and to provide services. In

a large country with long distances, the importance of well-functioning connections is
paramount, because service availability may be considerably more difficult in the absence
of reliable telecommunications. Basically, advanced telecommunications networks are
currently only available in urban and city areas, due to the higher demand in these areas.
Improving digital infrastructure will boost competitiveness, as it will enable the leveraging
of future developments in both private and public services nationwide (including 5G

and the data economy). In an increasingly digitalised society, we cannot afford to let
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anyone fall beyond well-functioning telecommunications connections, and therefore it is
important to constantly keep in mind those areas where connections will not be improved
on market terms.

Broadband connections are also funded out of the European Agricultural Fund for Rural
Development (EAFRD), but this funding is mostly directed at 'village network’ projects. In
other words, national broadband programmes are not funded out of the EAFRD. As there
are various kinds of broadband aid, the aim here is to consider synergies between the
various aid programmes and to ensure that aid from multiple programmes is not allocated
to the same costs. This is facilitated by the practices of the authorities granting aid under
the national broadband aid programme and by actions for broadband promotion and aid
coordination, one of the purposes of which is to draw up a separate plan on coordinating
funding.

Challenges

Finland'’s telecommunications infrastructure is principally market-driven. However, from
the point of view of effective recovery, it is important to ensure that the stimulus money
does not replace commercial investments and adversely affect the highly competitive
telecommunications market. How actively operators apply for funding is also a challenge,
along with the issue of how local authorities will commit to their share of the costs.
Another challenge that may be identified is the coordination of funding from multiple
sources and the boosting of expertise in and demand for high-speed broadband.

Targets

Availability of high-speed connections will be improved in areas where they will not be
provided on market terms, thus facilitating the development of a nationwide high-speed
broadband network. RRF funding is intended to augment the national broadband support
programme, which will be the vehicle for channelling that funding. Recovery measures
could thus be launched very quickly. The aim is to allocate funding to broadband
connections of at least 100/100 Mbit/s.

Another aim is to hire a coordinator for the national Broadband Competence Office (BCO),
which is intended to prepare a funding coordination plan and to engage in publicity on
broadband.

Implementation:

The current national broadband aid programme is derived from the Act on Broadband
Construction Aid, which includes provisions on the criteria for granting and paying out
aid, on the competent authority and on the duties of that authority. In accordance with
the national broadband aid programme, connections supplied to permanent residences,
leisure residence, business premises and offices of the public administration are eligible
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for aid. It will be ensured through market analyses performed by the competent authority
that there is no network being built on market terms in the area in question, as required
in the EU General Block Exemption Regulation (GBER). In practice, in projects covered

by the aid programme the costs are shared by local authorities and the aid recipient in
addition to the central government. Statutory public subsidies are divided into central
government and local government contributions. It is also possible to obtain other public
funding for such projects, up to a maximum of 100% of the eligible costs. Aid is allocated
to construction costs of telecommunications networks that are essential for supplying
services to residences or other user locations in the project area. The Act specifies

the eligible costs and the local authority contribution categories in more detail. Local
authority contributions depend for example on the urbanisation rate of the municipality
and its financial situation, i.e. how great the financial burden would be on the local
authority to participate in the programme. The minimum speed for connections to be
built and the precise criteria for computing local authority contributions will be provided
for by Government Decree. The currently valid national Act on Broadband Construction
Aid is compliant with the GBER. Finland is aware that the GBER is being revised, and

the amendment needs caused for national legislation by that revision, along with the
potential notification requirement for the aid programme, will be considered.

Actions to promote high-speed broadband and to harmonise aid measures will form
part of the implementation of this investment. A dedicated coordinator will be hired

for the national Broadband Competence Office whose job will include planning the
harmonisation of national and EU-level broadband funding so as to avoid overlapping.
The coordinator will prepare a plan for funding harmonisation and engage in active
publicity on broadband to raise public awareness about how and why these connections
are being built.

Investment target group
Telecommunications enterprises and broadband investors

Compatibility with rules on State aid

The national broadband aid programme will basically be compliant with the GBER, but
the potential notification need cannot be evaluated until the Commission adopts the
final Regulation. The aid decisions will be made in 2023 at the latest, in accordance with
the validity of the GBER. It will be ensured through market analyses performed by the
competent authority that there is no network being built on market terms in the area in
question and that State aid will not distort competition.
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Timetable

The time frame for the broadband programme will be no later than Q3/2021-Q2/2026.
The actions taken by the national Broadband Competence Office will be between 2021
and 2023.

Stakeholder input

All possible stakeholders will be involved in drawing up the broadband coordination plan:
regions, responsible ministries and agencies, local authorities and telecommunications
enterprises.

Payroll costs

According to the Commission’s requirements, the funding allocated for the broadband
programme must be analysed to show which payroll costs are allocated to the State aid
authority and thus apply for a fixed term. These costs are strongly linked to the allocation
of RRF funding and thus to recovery actions and are justifiable in that way. The duties of
the State aid authority are net-budgeted, and there is no separate revenue available for
the actions to be expanded, such as the administrative costs of granting RRF aid. Also,
payroll costs account for less than 1% of the overall costs of the broadband programme,
and this also makes the temporary payroll costs justifiable. The payroll costs in the
broadband programme (EUR 487,500) will be for the period 2022 to 2026.

Dedicated personnel are needed for preparing the broadband coordination plan, for
harmonising and coordination actions and for engaging in publicity, so that the work can
be done efficiently within a short time frame with the best possible outcomes. The plan
and the coordination required will be important particularly in the early phases of the
funding allocation, and therefore these duties will only be for a fixed term. The current
national Broadband Competence Office (BCO) has been operating on a virtual basis only,
and its employees manage its functions alongside their other job duties. The work of the
proposed dedicated coordinator specifically concerns the temporary recovery actions
and is thus justifiably a fixed-term appointment. After that, the BCO will revert to virtual
operations only.

Payroll costs for BCO coordination account for 70% of the whole, 30% being reserved for
publicity. The payroll costs (including ancillary costs) will be distributed as follows: 2021
(startup), 20% or EUR 28,000; 2022 (execution), 40% or EUR 56,000; and similarly 2023
(execution), 40% or EUR 56,000.

13



PUBLICATIONS OF THE FINNISH GOVERNMENT 2021:69

Open strategicindependence and security matters

For each project, a risk assessment will be performed and a risk management plan
drawn up, on the basis of which the essential security requirements for each project will
be identified and dimensioned. Security risks will be managed over the life cycle of each
project. With regard to products and services involved in the project, compliance with
cyber security requirements will be verified, and certification systems will be employed
as necessary.

In respect of information systems and telecommunications arrangements, information
security assessments performed by the authorities or by authorised verification
institutions will be drawn on as necessary.

Compliance with security requirements will be ensured in any public procurements
related to the project. Security clearances will be obtained for individuals and for
enterprises on an as-needed basis.

Finland’s national legislation provides a solid foundation for secure 5G networks. Many

of the measures listed in the EU Technical Guideline on Minimum Security Measures for
communications networks were already previously included in our national legislation.

In the interests of safeguarding the security of 5G networks and of implementing

the measures required at the national level, amendments were made to the Act on
Electronic Communications Services. The new national regulations on the security of
telecommunications networks are consistent with the targets given in the aforementioned
EU Technical Guideline. National legislation that entered into force at the beginning

of 2021 contained enhanced provisions on the security of telecommunications

networks, specifically in the form of the requirement to evaluate critical portions of
telecommunications networks from the perspective of national security. Basically, it is not
permitted to install devices that may compromise national security in the critical portions
of any telecommunications network. The new Act also provides for an Advisory Board for
Network Security for improved national cooperation. The purpose of the Advisory Board is
to assist the competent authorities in their decision-making and to monitor technological
developments and the application of network security legislation. Maintaining and
improving the security of telecommunications networks is a continuous process, and
amendments must be made to national legislation in keeping with technological
advancements.
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Trans-border and multinational projects

No trans-border or multinational projects are involved.

Green dimension in the component area

The Do No Significant Harm principle will be complied with in accordance with Regulation
2020/852.

Transport emissions account for approximately one fifth of Finland’s total greenhouse
gas emissions and some 40% of emissions in the so-called effort sharing sector. Transport
emissions have been decreasing in recent years, but at a rate that is too slow vis-a-

vis the targets. Compared with 2018, domestic traffic emissions decreased by about

3 percent in 2019 (0.3 million tonnes). In addition to greenhouse gas emissions, adverse
impacts caused by transport include other emissions harmful to the climate and to the
environment, and noise. For the target of halving transport emissions by 2030, new
actions must be taken to achieve further emission reductions of 1.55 million tonnes.

Improvement of physical infrastructure will boost the green transition. Digitalisation of the
rail network can help improve the energy efficiency of rail transport and create potential
for its improved running and attractiveness. A new digital train control system would
make it possible to increase rail capacity, improve punctuality and increase the number

of trains and passengers in the current railway network. It will also reduce the impact and
duration of various disruptions. The new technology will help traffic run more smoothly
across Finland'’s entire rail network, but particularly in areas where passenger volumes

are high. A better and more punctual provision of trains will support the transition to
sustainable modes of transport and reduce transport emissions. Increasing the proportion
of rail transport is also an EU-wide objective that is strongly highlighted in the European
Green Deal, the European programme on green development.

The purpose of the Digirail project is designing and delivering a new national rail traffic
management system (ERTMS) to replace the outdated train management system, using
5G technology. The project is 40% supportive of the green transition and 100% supportive
of the digital transformation. According to Regulation (EU) 2021/241 of the European
Parliament and of the Council establishing the Recovery and Resilience Facility, the
European Rail Traffic Management System is supportive of the green and digital transition
at the aforementioned percentages.

The purpose of the Digirail project is to promote digitalisation of rail traffic, which

will further support attainment of transport emission reduction targets. Investments
supporting the green transition in transport aim to reduce emissions and to renew the
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entire transport system in order to respond to the technological transition that is going on
in transport.

Telecommunications networks play a vital role in achieving a systemic green transition
in society at large. As an example, telecommunications networks facilitate remote work
and e-transactions, which reduces mobility and thereby potentially reduces transport
emissions. Network-supported smart transport is efficient and optimised and conducive
to attaining environmental targets. Improving the functioning of telecommunications
networks will promote the curbing and management of climate risks, for example

in respect of storms and heavy rains that will become more common in the future.
Digital connections facilitate multilocality (residential or employment-related) and thus
contribute to a reduction in transport emissions.

Digital dimension in the component area

Telecommunications networks are a requirement for digitalisation. They maintain

the competitiveness of the economy and of society at large in all sectors. Sustainably
implemented digitalisation will enhance the resilience and functional reliability of society
in case of unexpected crises and in normal circumstances.

Only 9.12% of households in rural areas had access to fixed-network high-speed
broadband allowing a download speed of 30+ Mbit/s in Finland in 2019, as compared

to the EU average of 59.3%. (Digital Economy and Society Index, DESI). The broadband
programme is intended to promote the supply of high-speed connections in areas where
market-driven supply has not emerged, such as in sparsely populated rural areas. The

aid programme will also contribute to attaining the EU-level digital infrastructure targets
linked to the green transition.

The proposed actions in rail transport will promote transport digitalisation. These actions
will facilitate a transition from current traffic management systems to modern, network-
based solutions. For the rail network, this means a transition from lineside transmitters
to a modern system based on satellite navigation and from outdated TET-RA technology
to broadband communications.

Regulation 2021/241 sets a binding target to allocate at least 20% to the digital
transformation or challenges caused by it. Among the proposed transport investments,
the Digirail project will contribute to digitalisation targets directly and to a significant
extent.

The purpose of the Digirail project is designing and delivering a new national rail traffic
management system (ERTMS) to replace the outdated train management system, using
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5G technology. The project is 40% supportive of the green transition and 100% supportive
of the digital transformation. According to Regulation (EU) 2021/241 of the European
Parliament and of the Council establishing the Recovery and Resilience Facility, the
European Rail Traffic Management System is supportive of the green and digital transition
at the aforementioned percentages.

The purpose of the Digirail project is to promote digitalisation of rail traffic, which will
further support attainment of transport emission reduction targets. Digitalisation of the
rail network can help improve the energy efficiency of rail transport and create potential
for its improved running and attractiveness.

Improving the quality and availability of telecommunications networks (P2C111):

This investment is 100% supportive of the digital transformation. The target with this
investment is to improve digital communications in areas of Finland where advanced
telecommunications are not built commercially, to co-ordinate national and EU-level
broadband investments and to engage in active publicity on broadband connections.
Achieving a comprehensive and advanced telecommunications infrastructure will of
course also require introducing and leveraging digital services. The investment contributes
to the EU-level flagship area ‘Connection

Do No Significant Harm

Actions in this component area contribute to the green transition and to digitalisation

in particular. The projects to be funded are not estimated to have any direct adverse
impacts in the six areas considered. Because projects will be selected through competitive
tendering, it is not possible to make an advance detailed estimate of the potential impacts
of the actions.

The parties selecting the projects and deciding on the funding will stipulate in their
application ads that applicants must analyse in their applications how their projects
comply with the Do No Significant Harm principle. Project proposals that do not comply
with this principle in accordance with the Commission recommendations will not be
funded.

Costs to be covered out of RRF funding: EUR 135 million

EUR 135 million, consisting of the following investments

® Rail network digitalisation, EUR 85 million
e Telecommunications networks, EUR 50 million

17



PUBLICATIONS OF THE FINNISH GOVERNMENT 2021:69

ACCELERATING THE DATA ECONOMY AND DIGITALISATION

Description of component area:
Policy area: Digitalisation

Targets: The target is to create interoperable information entities at the national level
for promoting the availability, quality and reuse of information, consistent with the
EU Digital Services Act Package and Data Strategy, in certain key areas supportive of
digitalisation in society at large: Corporate financial data (Real Time Economy, RTE)
and the Residential and Commercial Property Information System.

6G, Al and quantum computing are among the most important areas for technological
competitiveness in the future. So far, Finland is well placed in developing and
applying these technologies, but global competition is fierce. Safeguarding our
competitiveness will require substantial national investments, the leveraging of
European investments and strategic global cooperation. In order to be an attractive
environment for corporate RDI investments and a partner for EU-level and other
international cooperation, Finland must be able to offer competitive circumstances
and infrastructures for the collaboration needed to develop spearhead technologies.

Reforms and investments:

e Corporate digital economy — RTE programme, EUR 14 million
— Automating financial management by introducing e-invoices and e-receipts
across the board. This will also facilitate digitalisation in other processes in
enterprises.

Virtual Finland programme, EUR 9 million
— Digitalisation of Finland'’s internationalisation services and streamlining
processes for incoming foreign labour and enterprises.
e Accelerator programme for spearhead technologies, EUR 25 million
— Making investments in the research and introduction of spearhead technologies
that are vital for Finland.
e Improving the Residential and Commercial Property Information System,
EUR 14 million
— Anational system will be set up to contain technical and financial information
of housing companies, to allow for digitalisation and the establishment of a
positive credit registry in the field.
® Enhancing the effectiveness and transparency of RRP-based reforms and investments
by improving information systems, administration, oversight and inspections

Estimated costs: The total costs of the proposed projects are EUR 79 million.
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Principal challenges and targets

a. Principal challenges

Finland is at or near the top in several international comparisons. In the European DESI
comparison, for example, Finland has been at the top for two years running. This does
not mean that we have no untapped potential. In fact, we may observe that digitalisation
and our advanced information policy is constantly bringing up new opportunities.

The challenge in leveraging these is that we have to be able to work across various
boundaries. Advancements can be pursued only to a certain extent within a single
organisation, or even within a single sector, although there may be significant potential
there if the sector as a whole is not already advanced in digitalisation.

By ‘crossing boundaries, we mean using information from one organisation in another.
This places demands on interoperability and process harmonisation. At the practical

level, this may translate into significant changes to be made to existing information
systems. Interoperability does not mean just technical compatibility; for example, the
same term can mean different things in different contexts. This has come up in several
national projects such as the income register, in the design of which it emerged that the
concept of ‘income’is defined in various ways. What is crucial is how far the information
has been standardised at the time when a project or programme is launched. International
standards are available to be applied in the proposed projects and programmes.

Unfortunately, adopting new standards is a slow process, and compliance is not
always perfect. The quality of information may also leave something to be desired.
Using information in another sector may reveal that there are shortcomings in the
comprehensibility of the information. There must be functional solutions available for
resolving all such issues, and in many cases it is the public sector — ministries and key
agencies — that has to steer these projects or programmes.

The General Data Protection Regulation (GDPR) lays the groundwork for the use of
personal data. If there are no clear sector-specific rules for the use of data, then such
rules have to be created. Cyber security requirements must be set in accordance with
how confidential the data to be processed is. These requirements apply to the processing
of the data and to transferring data between organisations.

The Residential and Commercial Property Information System addresses the challenges
arising from the low digitalisation rate in the building management and property
management sector and the difficulty of compiling data on housing company loans.

The percentage of household indebtedness accounted for by housing company loans has
increased in recent years and is now estimated to be on a par with consumer credit.
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There is currently no centralised register for housing company loans; the data only exist in
the accounts of the individual housing companies. The aim is to collect housing company
loan data in the Residential and Commercial Property Information System and have them
relayed to the positive credit register. Establishing a positive credit register is mentioned
in the Country Specific Recommendations for Finland issued by the European Council

on 9 July 2019. The positive credit register depends critically on development of the
Residential and Commercial Property Information System.

Corporate digital economy - Real Time Economy (RTE): There is currently no digitalisation
of business documents and no infrastructure for this. Transferring business data between
systems is currently not possible, and there is no steering or legislation on the matter.
The basic structures for a real time economy do not exist, and this prevents process
automation.

Microelectronics, 6G, Al and quantum computing are among the most important areas for
technological competitiveness in the future. Finland and other digitally advanced Member
States of the EU have proposed the design and deployment of these technologies as part
of the strategic targets and actions of Europe’s Digital Decade. So far, Finland is well placed
in developing and applying these technologies, but global competition is fierce.

Safeguarding our competitiveness will require substantial national investments, the
leveraging of European investments and strategic global cooperation. In order to be an
attractive environment for corporate RDI investments and a partner for EU-level and other
international cooperation, Finland must be able to offer competitive circumstances and
infrastructures for the collaboration needed to develop spearhead technologies.

Information management and data definitions have evolved independently in various
sectors over the years. In the real world, sectoral boundaries in the public and private
sectors manifest themselves for example as discontinuities in data and duplicated work.
The digital transformation will cut through the administrative branches. Achieving
functioning cooperation will be the key challenge.

Finland is highly advanced in terms of the data economy but only ranks 14th in open data
maturity.’

7 European Commission (2019): The Open Data Maturity Report 2019.
Available: https://data.europa.eu/fi/highlights/open-data-maturity-report-2019-out-now
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b. Targets

The proposed projects are separate but each promote both national and EU-level
digitalisation targets. Their aim is to achieve more efficient leveraging of data, in keeping
with information policy and the European Data Strategy.

The projects do not involve the development of services for citizens or enterprises except
in a very minor way, but they lay the groundwork for such development. Virtual Finland

is a platform for services aimed at international users and thus at enterprises seeking
internationalisation and employees and enterprises relocating to Finland. The Residential
and Commercial Property Information System can facilitate the creation of a positive credit
register, which in turn enables a fairer deal for consumers when applying for loans. The
purpose of the programme to accelerate spearhead technologies is to make investments
in the research and introduction of spearhead technologies that are vital for Finland.

The projects offer direct or indirect opportunities for new investments. Encouraging
corporate investments requires the projects to be open and to operate in ways that allows
enterprises to gain a correct view of the risks involved. The reforms need to foster stability
while laying down clear guidelines for further development. It has been to Finland’s
advantage that we have been able to build up digitalisation targets over several electoral
terms.

Digitalisation is also intended to foster productivity growth. Simply introducing a new
technology rarely improves productivity or competitiveness in itself. Operations must also
be updated and processes automated for the benefits to be realised.

Flagship areas:

Data structure creation contributes to the ‘Scale-up’flagship area. Data leveraging and
interoperability between sectors are also key issues in the ‘Modernise’ flagship area, under
which key public services should be modernised and made available to everyone.

(& National strategic circumstances

In accordance with the Government Programme, Finland is promoting the EU
digitalisation policy, which regulates supranational platform services in sustainable ways
and reinforces the digital internal market and competitiveness while promoting the
privacy protection and digital operating potential of both citizens and enterprises. Finland
is working towards creating an ethically, economically and socially sustainable data policy
and a regulatory framework for Al policy.

In accordance with the Government Programme, a strategy for opening and leveraging
public-sector data, including an action plan, will be drawn up, taking into account
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privacy protection implications and potential legislative needs; also, sharing of data

from enterprises and entrepreneurs within ecosystems will be encouraged, it will be
ensured that private individuals can control data on them in public services (‘own data’
principle), information will be compiled on various means for improving the exercising

of citizens’ rights to administer their own data (‘own data’ principle), a register of the
built-up environment will be created along with a data platform, and development of the
Residential and Commercial Property Information Register will be continued.

The Government Programme defines targets for the digitalisation of financial
management in enterprises, for shifting to a real time economy and for the broad
adoption of e-invoices and e-receipts as part of boosting the technology and digitalisation
capacity of the public sector, along with measures to combat the informal economy

and to solidify the tax base. The target of having the best public administration in the
world includes a determination to transition to a real time economy and is also linked

to other targets in the Government Programme that have to do with improving the
operating environment for enterprises and reducing administrative obligations imposed
on enterprises. In its final report, submitted on 1 October 2020, the working group on
digital means for the aftercare of the coronavirus crisis named transitioning to a real time
economy as one of six prioritised proposals for action. Improving the Residential and
Commercial Property Information System and creating a positive credit register are also
included as targets in the Government Programme of Prime Minister Marin's Government.

Description of reforms and investments in the component area
a. Reforms

REFORM 1: Corporate digital economy - RTE programme (P2C2R1)
Creating structures for a real time economy, enabling enterprises to shift to a digital
economy.

Challenges
Transitioning to a real time economy and to digital financial management in enterprises
requires shared solutions and structures that at the moment do not exist.

Targets

Transferring digital financial data between organisations, automating financial processes
in enterprises and reducing their administrative burden, and creating new services
based on shared data. In a real time economy, the data contained in business documents
(receipts, invoices, delivery documents) is in a uniform, machine-readable format
(structured financial data), allowing automated data processing. The digital competence
of operators in the national economy will increase, facilitating a significant increase

in productivity in both the public and the private sector. The transition to a real time
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economy also contributes to the prevention of the informal economy and the solidifying
of the tax base.

The reform consists of the investments described below, the transition to a real time
economy and any needs for legislative amendments identified in the course of the
project. The ultimate target is to create a shared digital economy business area covering
all the Nordic countries. To this end, there is ongoing collaboration with the Nordic Smart
Government project (NSG).

Implementation:

To be undertaken by the Finnish Patent and Registration Office together with the

Tax Administration and the State Treasury (project organisation at the Finnish Patent and
Registration Office). The project is ready for launching in early 2021. A strategic steering
group led by the Ministry of Economic Affairs and Employment will be appointed for the
project.

Stakeholder input
Implementation will require close cooperation with operators in the private sector,
including business associations and financial management service providers.

Expected complications
Implementing the reforms depends on how committed the stakeholders are and on the
scheduling of supporting actions.

Reform target group
All enterprises, enterprises offering B-to-B services, public administration

Compatibility with rules on State aid

The investment does not involve any measures with relevance for rules on State aid.
Investments made by private-sector operators in their own operations will be encouraged
and leveraged for the improvement of official reporting.

Payroll costs

Fixed-term human resources to a total of 41.25 person-years for the period 2021-2024 will
be recruited for the project organisation implementing the RTE programme coordinated
by the Finnish Patent and Registration Office. These temporary additional resources are
essential for implementing the reform and the related investments. Their duties will have
to do with project management, coordination, administration and enhanced stakeholder
liaisons. The project will also require the services of experts who can only be found in

the organisations involved in the project. In order for the project to be successful, central
government organisations must take an active role so that experts can be committed to
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the project. This will ensure that the targets of and duties in the project will be correctly
described. The fixed-term appointments will expire once the reform has been carried out.

Implementation timetable
2021-2024

REFORM 2: Virtual Finland (P2C2R3)

According to Finland’s Government Programme, the most sustainable means for
strengthening general government finances in the long term is employment growth,
including work-based immigration, in a way that also boosts public finances. Therefore,
Finland should be an internationally attractive place to work and invest in.

The challenge for Finland and Finnish enterprises in increasing exports is that we have
low international recognition. Rapidly improving Finland’s external competitiveness and
increasing the GDP will require digital enhancement of the operating environment of
export enterprises, creating a global capital market for growth enterprises and enterprises
seeking internationalisation, establishing an industry for software exports and rapidly
productising data economy solutions for export.

Targets

The target is that a foreign individual relocating to Finland for work or a foreign enterprise
setting up operations in Finland can find the service processes they need in a user-friendly
one-stop shop on the Virtual Finland service platform. This will be a platform where digital
service paths for various target groups will be assembled. The platform is also intended to
function as a marketplace where Finnish public-sector and private-sector bodies can offer
their services for a wide range of immigration needs and also sell their solutions.

This marketplace will be a layer linking to all other e-services.

Nature and scope of the reform

The Virtual Finland service platform includes an investment for: an international service
website; a service marketplace for Finnish enterprises, growth enterprises and investors;
and, at the RRF phase, the integration of two service processes on the platform for
selected target groups, such as foreign enterprises and individuals. The service integration
into the service platform will be executed on the basis of a jointly designed architecture
and by mutual agreement between the parties to the service platform. Each operator in
the service process will link their own existing service or data, through interfaces, into the
digital service process offered to clients. The funding is to cover the integration of selected
service processes but not the development of the information systems and services of the
participating organisations that will be linked; each operator will be liable for the funding
of their respective services. After the RRF funding phase, the Virtual Finland platform is
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intended to function as an open service platform where existing or forthcoming services
related to the target groups’ service processes can be linked as agreed separately and on
separately obtained funding.

Implementation:

The development will be undertaken as an ecosystem collaboration between authorities,
with each party being responsible for integrating their service into the scheme as jointly
determined in the project. A project leader body and project managers will be appointed.
Which authorities will participate in the project will depend on the service processes
selected; the following are two examples of service processes and the authorities
responsible for them to be integrated into the service platform. Firstly, there is the entry
process for foreign nationals; the authorities involved are Business Finland, the Digital
and Population Data Services Agency, the Finnish Immigration Service, the Ministry for
Foreign Affairs, the Ministry of Education and Culture, local authorities and the required
private-sector services. Secondly, there is the entry process for foreign enterprises; the
authorities involved are Business Finland, the Digital and Population Data Services Agency,
the Finnish Immigration Service, the Ministry for Foreign Affairs, the Tax Administration,
the Finnish Patent and Registration Office, private-sector services and local government
services. Two such services can be integrated into the service platform during the RRF
funding phase so that they will be ready for clients to use.

After the RRF funding phase, Virtual Finland will remain an operating model and platform
in which services for further target groups will be integrated (e.g. university students,
unlisted companies, seasonal workers, tourists, export enterprises). Some of the services
to be integrated after the RRF funding phase will be new services, while others may
replace existing processes such as filling in and mailing hard-copy forms and physically
visiting an office for transactions — at the moment, the latter actually requires travelling
to another country in some cases. Even after being set up as described above, the service
platform will remain a continuously evolving entity where more and more services will be
integrated.

Integrating the service processes described above requires the Virtual Finland platform

to enable the following functions: identification of individual and corporate users; digital
identity; reliable data sharing among the parties involve in the platform; and a core digital
process for entry into the country. Once these have been established, service processes for
selected other target groups can be created (e.g. university students and investors).

Virtual Finland will be implemented so that it will be possible to link other public

and private services and platforms to it, such as Talent Boost services and a digital
immigration infrastructure development package, for which implementing changes in
the permit process and in immigration legislation require a cross-sectoral digitalisation
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project involving the Ministry of Economic Affairs and Employment, the Ministry for
Foreign Affairs, the Ministry of the Interior, the Ministry of Social Affairs and Health, the
Ministry of Education and Culture and the Ministry of Finance. The digital services in
pillar 3 of the RRF plan can also be integrated into the Virtual Finland platform. Those
investments do not duplicate the costs in the Virtual Finland project.

Stakeholder input

Ministries, the Finnish Innovation Fund Sitra, Business Finland, the Tax Administration, the
State Treasury, the Digital and Population Data Services Agency and the Finnish Patent
and Registration Office will participate in the preparation.

Expected complications

Virtual Finland will be undertaken as an ecosystem collaboration between selected
authorities and private-sector operators, with each party being responsible for integrating
their service into the scheme as jointly determined in the project. Therefore, the overall
timetable depends on the timetables of the parties involved, and the project requires

a carefully designed and graduated implementation plan along with robust project
management.

Cost estimate

The cost estimate of the project out of RRF funding to be received by the Ministry for
Foreign Affairs is EUR 9 million, allocated to the virtual service platform and the integration
of selected key services as follows, analysed by year:

® |n 2022, about EUR 3 million:

—  First production version of the shared platform, EUR 2 million

— Integration of the first service process, EUR 1 million

® |n 2023, about EUR 3.5 million:

— Continuing development of the shared platform, phase 1, EUR 1.7 million
— Integration of the second service process, EUR 1.1 million

— Support service development, EUR 0.7 million

® |n 2024, about EUR 2.5 million:

— Continuing development of the shared platform, phase 2, EUR 0.7 million
— Further service process development, EUR 0.8 million

— Support service development, EUR 1.0 million
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The sums given above are estimates made during the initial preparation; they will be
further specified in project planning and realisation.

The Finnish Government will also pay contributions to the development out of central
government budgets. The Ministry for Foreign Affairs has been granted an appropriation
of EUR 2 million in the central government budget for development of the Virtual Finland
platform in 2020-2021.

Payroll costs

Fixed-term human resources to a total of c. 6 person-years for the period 2022-2025

will be recruited for the project organisation implementing the Virtual Finland project in
central government, max. c. EUR 0.6 million. These temporary additional resources are
essential for implementing the reform and the related investments. Their duties will have
to do with project management, coordination, administration and enhanced stakeholder
liaisons, and supervisory duties in respect of the technology and the architecture.

The fixed-term appointments will expire once the reform has been carried out.

Reform target group
The target group for the reform consists of foreign enterprises, experts, students and
investors interested in Finland and Finnish enterprises operating on international markets.

State aid
The reform and its investment do not involve any State aid.

Implementation timetable
2021-2025

REFORM 3: Accelerator programme for spearhead technologies (P2C2R2)
Challenges

Finland’s competitiveness and that of Europe as a whole requires investments in
applied research into and adoption of emerging technologies. Enterprises have not had
sufficient access to testing environments with a high level of service so as to be able to
try out innovations applying spearhead technologies in a functioning, reliable and safe
environment.

Another challenge in respect of spearhead technologies is that enterprises have lacked
the ability to carry innovations into mass production sufficiently quickly.

Targets

The target is to safeguard the competitiveness, information security and sovereignty
of Europe by setting up testing environments and experiment sites for Al, 5G/6G and
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guantum technologies where enterprises can test innovations applying spearhead
technologies in actual user environments, such as research infrastructures of universities
or other public bodies, or innovation environments jointly created by enterprises and
other operators. Another target is to increase the effectiveness of RDI investments
supporting the digital transformation and to accelerate new corporate investments

and EU collaboration. A yet further target is to increase the capacity for design and
manufacture of semiconductor chips in Europe, possibly as part of a trans-border IPCEI
scheme. The testing and expermental environment concept will also support RDI actions
in other areas funded out of the RRP.

Implementation:

Funding national applied RDI and supporting innovation infrastructures, i.e. testing and
experimentation facilities having to do with microelectronics or 5G/6G technologies, Al
or quantum technology. In respect of Al, these testing and experiment sites may adjoin a
trans-border EU scheme as applicable, in which case the Digital Europe Programme could
be involved. The funding will be channelled through the competitive-tender funding
instruments of Business Finland. Projects will be selected on the basis of the quality and
effectiveness of their RDI operations and according to how they promote digitalisation.
Project criteria will be specified so as to ensure that the projects comply with the Do No
Significant Harm principle.

If possible, a new funding mechanism and project portfolio will be created in addition to
existing instruments, enabling enterprises to participate in the IPCEl on Microelectronics.

Stakeholder participation

Enterprises are significant stakeholders in this reform. Dozens of Finnish enterprises

have been involved in the dialogue on the development of the microelectronics value
chain, and 10 applications were received in the preliminary round of IPCEl applications.
Enterprises’own investment and development projects will be headlined in the
implementation. In IPCEI activities, public funding will generally cover 5% to 20% of the
overall investment, depending on how the IPCEl operates, meaning that enterprises have
to contribute 80% to 95%.

In projects supported with R&D funding, enterprises provide at least 50% of the funding.
The participating enterprises are mainly key players in the technology industry and
telecommunications sector, and innovative SMEs.

Expected complications

The notification process in the EU for the IPCEI possibly to be used for microelectronics
value chain development is demanding and may be delayed. Thus, the eventuality of
having to fund value chain development with R&D aid must be considered. Successfully
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building testing and experimentation facilities on the basis of open application rounds
requires an overall national plan and seamless cooperation between the parties.

Cost estimate
The budget for the programme comprises EUR 15 million for microelectronics value chain
development and EUR 10 million for testing and experimentation facilities.

Reform target group
Enterprises engaged in technology development, SMEs and research institutions

Compatibility with rules on State aid

All the testing and experiment environments to be funded (innovation infrastructures)
are consistent with the research infrastructures defined in the rules on State aid. In the
funding granted by Business Finland, current aid programmes compliant with the Group
Block Exemption Regulation (GBER) and existing Business Finland funding services will be
employed. Innovation infrastructures will be funded, depending on the project content,
either out of the Business Finland aid programme for building and renewing research
infrastructures (SA.58495) or the aid programme for innovation cluster operations and
investments (SA.58496). Any IPCEI aid that may be forthcoming for microelectronics value
chain development will be notified separately as part of the IPCEI process. Aid for other
microelectronics development will be channelled through the competitive-tendering
process of Business Finland.

Timetable
2022-2025

Flagship areas
The spearhead technology programme supports the EU flagship area‘Scale-up’ DNSH
details are given under the investments.

REFORM 4: Improving the Residential and Commercial Property Information System
(P2C2R4)

Challenges

The data needed for the housing and property market is not available in interoperable,
machine-readable form. This is an obstacle to digitalisation in the sector. The Residential
and Commercial Property Information System addresses the challenge of registering
housing company loans. The percentage of household indebtedness accounted for by
housing company loans has increased in recent years and is now estimated to be on a
par with consumer credit. There is currently no centralised register for housing company
loans; the data only exist in the accounts of the individual housing companies. The aim
is to collect housing company loan data in the Residential and Commercial Property
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Information System and have them relayed to the positive credit register. Establishing a
positive credit register is mentioned in the Country Specific Recommendations for Finland
issued by the European Council in 2019. The positive credit register depends critically on
development of the Residential and Commercial Property Information System.

Targets

Interoperable, machine-readable data will enable e-services to be built and decision-
making processes to be automated. The reform will improve consumer protection in
buying a home, add competition in the building management sector and make data
on the financial and technical status and repair needs of housing companies available
to various operators. The Residential and Commercial Property Information System can
facilitate the creation of a positive credit register, which in turn enables a fairer deal for
consumers when applying for loans.

Implementation:

The data content of the Residential and Commercial Property Information System will be
augmented with the data content of building manager’s certificates, which are issued for
home purchasing and loan granting purposes. A standard will be devised, interfaces for
data transfer designed and a basic data maintenance facility provided for those companies
that do not have a building management system in place. The reform will be implemented
in a technology-neutral way, and housing companies will thus be able to choose for
themselves how to maintain their data and which technology to use. In respect of the data
processed in the Residential and Commercial Property Information System, general data
security standards will apply. Investment preparation and implementation monitoring will
be undertaken in broad-based cooperation between the key ministries, other authorities
and stakeholders. Coordination with other public administration development projects
will be ensured.

Stakeholder participation

Housing companies, shareholders, enterprises (building managers and estate agents)
and credit institutions. The investment will also create a reliable data foundation for new,
emerging business.

Cost estimate
The project budget is EUR 14 million.

Reform target group
Housing companies, shareholders, enterprises and credit institutions.
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Compatibility with rules on State aid

The reform does not involve State aid within the meaning of Article 107 of the Treaty on
the Functioning of the European Union. The actions do not include benefits granted out
of government funds to enterprises in a particular sector in the form of direct or indirect
funding or by eliminating costs incurred by the enterprises in their operations. The

reform involves guidance of the interoperability and availability of data needed in several
functions in society at large, through legislative means, and the development in support
of this change of services in an information system maintained by the central government.

Housing companies are not businesses; they are a vehicle for collective management of
real property mainly for residential purposes. The reform will add to the administrative
burden of housing companies by changing the requirements concerning the availability
of administrative data on the housing company and its disclosure to shareholders, estate
agents, banks and the authorities. The reform will create an opportunity for maintaining
and transferring the data in machine-readable form, with the aid of the Residential

and Commercial Property Information System. Enterprises and credit institutions will
benefit from the data being interoperable and in machine-readable form insofar as they
themselves invest in improving their processes and in digitalisation of their services. State
aid will not be granted for said development in connection with the further improvement
of the Residential and Commercial Property Information System. In applying the funding
received for the reform to the improvement of the Residential and Commercial Property
Information System, the legislation on public procurements will be complied with.

Payroll costs

The changes to be made to the Residential and Commercial Property Information System
will be determined in a fixed-term further development project; the implementation
project will be led by the National Land Survey of Finland. The payroll costs incurred
through this change are specific to the project and therefore only apply for a fixed term.
The project requires expertise on the system being updated that currently only exists

in the National Land Survey of Finland. External consultants will be employed in the
implementation. Payroll costs incurred in system maintenance will be covered with data
service fees charged for system use, as per normal procedure.

Payroll costs account for about 20% to 30% of the total investment. 300,000 The total
investment will be c. EUR 14 million between 2021 and 2026, of which payroll costs will
account for c. EUR 2.8 — 4.2 million. This estimate is based on experiences in setting up the
Residential and Commercial Property Information System.

Timetable
2021-2026
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REFORM 5: Enhancing the effectiveness and transparency of RRP-based reforms
and investments by improving information systems, administration, oversight and
inspections

Challenges

The new form of funding aid from the RRF is contingent on the outcomes achievable
through the reforms and investments described here, in accordance with the interim and
final targets of the RRP. Performance-based funding imposes particular demands for the
coordination, administration, oversight, reporting and inspections of the RRP. Organising
these duties requires legislation-level changes to the powers and duties of authorities.

Ensuring the effectiveness and efficiency of the RRP requires targeted, temporary
additional spending to ensure that the RRP administration and oversight system runs
smoothly. A coherent information system is vital for the cost-efficiency of coordination,
administration, oversight, reporting and inspections. The systems currently in use

need further development, and the new system must be brought quickly on line. The
information for implementation also involves regulatory needs (including ownership,
datafile controller, traceability and sufficient retention period for documents).

Targets

The target is to ensure administration, oversight and reporting of implementation of the
RRP comprehensively and transparently. Transparency of the monitoring and oversight
of funding use and funding effectiveness is of crucial importance both nationally and

at the EU level. The Act Implementing the Recovery and Resilience Plan will ensure
comprehensive and clear rules for the duties of the authorities in respect of the
implementation of the RRP. The Act will also ensure comprehensive legislative provisions
on the implementation information system.

Targeted additional spending will support the efficiency and effectiveness of
implementation of the RRP. This will be ensured by using and further improving consistent
collaboration practices and information systems. Using a new kind of results-based
funding aid will require new practices and procedures of monitoring and reporting that
can then later be used for verifying the impacts of EU funding.

Implementation:

An action module will be launched in 2021 (Q2/2021) to implement the reform required
for monitoring, oversight and inspection arrangements for the RRP, consisting of a
comprehensive information system solution, legislative preparation and the introduction
of an efficient administration, monitoring and inspection system. An inter-ministry
working group will be set up to prepare for implementation, and the essential temporary
procurements and human resources will be secured. The work of the working group

will be built on in a legislation preparation project led by the Ministry of Finance in
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cooperation with the executing ministries, leading to a Government proposal for
supplementary legislation with the aim of ensuring the efficient application of the

EU Regulation, transparency of the implementation and full usage of Finland’s funding
allocation. The legislative amendment needs have to do with defining the duties and
division of responsibilities of the authorities participating in the implementation of the
RRP, and with the implementation information system. In order to satisfy the requirements
of the RRF Regulation, the necessary information system solutions will be determined

and procured under the leadership of the Ministry of Finance in cooperation with the
executing ministries.

The authorities responsible for RRP coordination, for submitting payment requests to the
Commission, for administration and oversight of RRP implementation and for inspections
will be determined in the legislation preparation process.

These authorities will begin their operations at the beginning of 2022 at the latest. A more
detailed description of the duties, obligations and powers of these authorities is given in
chapter 3.

Stakeholder input
The transparency that will be achieved in RRP implementation with this reform will lay the
groundwork for continuous informing and inclusion of stakeholders.

Expected complications
The timetable for delivering the information system solutions and legislation preparation
is demanding.

Reform target group

The reform will have a direct impact on the authorities and operators involved in
implementing the RRP and, more broadly and indirectly, on all parties that will benefit
from the transparency, efficiency and effectiveness of RRP implementation.

Compatibility with rules on State aid
The reform does not involve State aid. National and EU legislation applies to public
procurements.

Timetable

The working group will be set up in Q2/2021.

The information system will be online in Q4/2021.

The legislation will enter into force in Q4/2021.

The authorities responsible for coordination, administration, oversight and inspections of
the RRP will begin operations in Q4/2021.
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b. Investments

INVESTMENT: REAL TIME ECONOMY (RTE) INVESTMENTS

INVESTMENT 1: Real time economy (RTE) ecosystem design and delivery (P2C2I1)
Challenges

The operators must commit to the ecosystem and to the rules drawn up for it. The
interoperability of the ecosystem must be ensured at the national, Nordic and EU levels.
Permanent solutions must be found for operational funding for the ecosystem.

Targets

The investment will support the development of technological solutions, rules and an
administrative model between the public administration and the private sector. The
target is to have a minimum viable ecosystem (MVE) up and running by the end of 2022.
The ecosystem will be online, and at least e-invoices and e-receipts will be transmitted
through it. The operators in the ecosystem are enterprises, the telecommunications
operator and authorities.

Implementation:
Public-private partnership with support from the project organisation (Finnish Patent and
Registration Office).

Investment target group
Public administration, all enterprises, enterprises offering financial management services.

Compatibility with rules on State aid

The investment does not involve any measures with relevance for rules on State aid.
Investments made by private-sector operators in their own operations will be encouraged
and leveraged for the improvement of official reporting.

Payroll costs

Fixed-term human resources to a total of 41.25 person-years for the period 2021-2024 will
be recruited for the project organisation implementing the RTE programme coordinated
by the Finnish Patent and Registration Office. These temporary additional resources are
essential for implementing the reform and the related investments. Their duties will have
to do with project management, coordination, administration and enhanced stakeholder
liaisons. The project will also require the services of experts who can only be found in

the organisations involved in the project. In order for the project to be successful, central
government organisations must take an active role so that experts can be committed to
the project. This will ensure that the targets of and duties in the project will be correctly
described. The fixed-term appointments will expire once the reform has been carried out.

Timetable
2021-2022
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INVESTMENT 2: Enabling data sharing; seamless management and distribution

of corporate data, and financial reporting to the authorities (P2C212)

Challenges

There are no existing structures for data sharing and management. Such a structure

must be built in collaboration with private-sector operators so that the interfaces and
data are standardised and interoperable. The requirements of the General Data Protection
Regulation (GDPR) and issues related to business secrets and other forms of privacy must
be taken into account in respect of the information content of the data to be shared.

Targets

Creating data sharing structures so as to enable automatic or almost automatic reporting
to the authorities. Interoperable interfaces enabling the sharing of financial data

defined, documented and published. Enterprises can use event-specific business data

in applications and systems of their choice. This will enable the creation of innovative
platforms, added competition on the market and potential for new added-value services.

Implementation:

The project organisation (Finnish Patent and Registration Office) will coordinate the
design and delivery of the standard interfaces and the design and delivery of the criteria
for data sharing.

Investment target group
Public administration, all enterprises, enterprises offering financial management services,
other users of the data.

Compatibility with rules on State aid

The investment does not involve any measures with relevance for rules on State aid.
Investments made by private-sector operators in their own operations will be encouraged
and leveraged for the improvement of official reporting.

Payroll costs
See investment 1.

Timetable
2021-2024
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INVESTMENT 3: Business e-documents (P2C2I3)

Challenges

The digital infrastructure does not allow the widespread introduction of business
e-documents in society at large. Not all the standards required are yet available.

Targets

Creating the structures needed and introducing business e-documents (e-invoices,
e-receipts and e-procurement messages) Adoption of business e-documents compliant
with the project definitions (e-receipt, e-invoice and e-procurement messages) has been
facilitated by publishing the information content of the documents, and the adoption of
those documents has begun in the ecosystem.

Implementation:
The project will be coordinated and steered by the project organisation (Finnish Patent
and Registration Office).

Investment target group
E-invoice and e-receipt operators, enterprises, enterprises offering financial management
services, public administration.

Compatibility with rules on State aid

The investment does not involve any measures with relevance for rules on State aid.
Investments made by private-sector operators in their own operations will be encouraged
and leveraged for the improvement of official reporting.

Payroll costs
See investment 1.

Timetable
2021-2023

INVESTMENT: INVESTMENTS IN THE ACCELERATOR PROGRAMME FOR SPEARHEAD
TECHNOLOGIES

INVESTMENT 1. Microelectronics value chain (P2C214)

Challenges

The basic technologies of digitalisation include electronic and photonic components,
devices, systems and software. The Covid-19 crisis and geopolitical transition have
revealed weaknesses in the European product and service value chain and in digital
technology self-sufficiency that constitute a threat to European wellbeing and the
competitiveness of enterprises.
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Although the European telecommunications industry is still in a reasonably good market
position at the moment, the sector is changing rapidly, and the race for 6G technology

has begun. The importance of semiconductors for competitiveness is being heightened,
which is why key operators such as Nokia and Ericsson are making substantial investments
in acquiring independent capability to design integrated circuits and to develop
manufacturing ecosystems. For product-specific semiconductor projects to succeed is
extremely important and depends on seamless cooperation in a complicated value chain.
The semiconductor industry is a highly capital-intensive industry, with production facility
investments in the billions.

IPCEI (Important Project of Common European Interest) is a mechanism through which
the Commission supports European strategic value chains and obtains for Member States
the right to support the necessary capabilities for translating new innovations into mass
production. The role of IPCEI projects in EU industrial policy is growing. One of the new
IPCEI projects being formulated concerns microelectronics whose key area of application
is telecommunications. About 20 Member States are participating in the preparation of
the IPCEI with the lead of the Commission.

Targets
The target of the investment is:

® To accelerate and increase investments by Finnish enterprises in developing
microelectronics production value chains

e Toincrease semiconductor component design capability and manufacturing
capacity in Finland and elsewhere in the EU

® To enable Finnish enterprises to contribute to the development of a European
microelectronics value chain.

Through eventual IPCEI projects, this investment has the potential to generate about EUR
100 million in private investments. Through these projects, the competitiveness of Finnish
enterprises and research institutions will improve, they will engage in closer cooperation,
and the effectiveness of RDI investments will increase. Finnish enterprises will be involved
more broadly and to a greater extent in the implementation of the EU’s industrial policy
and in the European value chains thereby generated.

Implementation:

The EU Commission is preparing the IPCEl project with a view to a notification being
submitted at the beginning of 2022. In Finland, implementation will be the responsibility
of Business Finland, as with previous IPCEI projects and applying previously created
operating models. Business Finland held a preliminary application round for the project in
February 2021. The preliminary feedback indicated that there is a great deal of capability
among enterprises for investments that are eligible for aid hereunder. Projects must satisfy
the digitalisation criterion and comply with the Do No Significant Harm principle.
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Based on the outcome of the preliminary application round and the RRP decision, the
Ministry of Economic Affairs and Employment will prepare the national decision to join
the IPCEI project. At the same time, the feasibility not only of IPCEI but of other forms of
aid as well for attaining the targets in the proposed projects will be evaluated. For the
projects selected for the IPCEI procedure, Business Finland will launch a process for further
project preparation, support enterprises in this preparation and take the enterprises’
projects forward for approval in IPCEI decision-making. For other projects, the normal
application procedures, processing and aid criteria of Business Finland will apply.

Stakeholder input

Business Finland and the Ministry of Economic Affairs and Employment engaged in
dialogue on microelectronics value chain development and the IPCEI project with Finnish
enterprises during 2020. On the strength of this dialogue, Finland became one of the
signatories of a political joint declaration on processors and semiconductor technologies.
There were dozens of Finnish enterprises and their innovation partners present at the
event launching the call for proposals in February 2021. Enterprises’ own investment

and development projects will be headlined in the implementation. In IPCEI activities,
public funding will generally cover 5% to 20% of the overall investment, depending

on how the IPCEl operates, meaning that enterprises have to contribute 80% to 95% in
matched funding.

Enterprises’own investment and development projects will be headlined in the
implementation. In IPCEI activities, public funding will generally cover 5% to 20% of the
overall investment, depending on how the IPCEIl operates, meaning that enterprises have
to contribute 80% to 95% in matched funding.

Expected complications

The EU notification process is demanding, and it may be delayed. Enterprises and Business
Finland need resources to allocate to preparing enterprise projects so that they are eligible
for approval.

Reform target group
Enterprises that design and manufacture microelectronics.

Compatibility with rules on State aid

Notification will be made of the eventual IPCEI as part of the IPCEI process. In the funding
for RDI projects implemented in some other form, current aid programmes compliant
with the Group Block Exemption Regulation (GBER) and existing Business Finland funding
services will be employed.

Timetable
2022-2024
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INVESTMENT 2: 6G, Al and quantum computing development facilities (P2C215)
Challenges

6G, Al and quantum computing are among the most important areas for technological
competitiveness in the future. Finland and other digitally advanced Member States of
the EU have proposed the design and deployment of these technologies as part of the
strategic targets and actions of Europe’s Digital Decade.

So far, Finland is well placed in developing and applying these technologies, but global
competition is fierce. Safeguarding our competitiveness will require substantial national
investments, the leveraging of European investments and strategic global cooperation.
In order to be an attractive environment for corporate RDI investments and a partner for
EU-level and other international cooperation, Finland must be able to offer competitive
circumstances and infrastructures for the collaboration needed to develop spearhead
technologies.

‘Development, testing and experiment facilities’ are physical and digital innovation
infrastructures offering access to advanced technology devices, tools, components

and knowledge bases, thus enabling enterprises and research institutions to engage in
experiments in applying advanced technologies, use case testing and learning from the
experiments. These infrastructures do not compete with market operators and are openly
available to all operators in the EU on equitable terms.

Thanks to earlier investments, Finland is well placed for further improvement of
development facilities for telecommunications, Al and high-performance computing.
There are practical models available for cooperation between enterprises and research
institutions; by using and further tweaking these, development facilities can be raised to
the level mandated by intensifying competition and technological advancements. The EU
is making significant investments in testing and experimentation facilities, for example
through the DIGITALEUROPE and Horizon Europe programmes, creating trans-border
European entities in which Finland needs to participate.

Targets
The target of the investment is:

e To create competitive development facilities in Finland e.g. for Al applying
edge computing, future telecommunications technology and quantum
computing applications

® To participate inter alia in the establishment of a European Al testing and
experiment facility (Al TEF) on the basis of capabilities created through
national investments and to reinforce these facilities in ways that are
supportive of the European entity.
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e Torenew the national 5G testing network and its operating model with
reference for example to the emerging Open RAN and 6G radio technologies
and the needs of sector-specific applications

e To create a development facility for software needed for quantum computing,
e.g. by using the Lumi supercomputer in the EURO-HPC network.

The investment will have the effect of increasing corporate investments in spearhead
technologies and in development facilities and their RDI activities. As experiments
become easier and more numerous, the threshold for enterprises to apply spearhead
technologies will become lower, the digital transition will be accelerated, new
technologies will be adopted more rapidly in new products and services, and the
competitiveness of enterprises will improve. Competitive development facilities will
boost cooperation between enterprises and research institutions, and the volume and
effectiveness of RDI investments will increase. Foreign investments in Finland will also
increase. The investment will cause Finnish enterprises and research institutions to be
more widely and more diversely involved in developing spearhead technologies, in
EU programmes focusing on those technologies, and in the European and global
innovation and value networks emerging from these activities.

Implementation:

The projects establishing experimentation facilities will be selected in an open application
round conducted by Business Finland. Projects must satisfy the digitalisation criterion and
comply with the Do No Significant Harm principle. The aim in project selection will be to
increase the effectiveness of the facilities from the current level and to build synergies
both at home and at the European level. The selection criteria will be given in the call

for applications. The current telecommunications testing network coordinated by

VTT (5GTNF) will be overhauled, with the major participating universities of technology
(Oulu, Tampere, Aalto) and their partners (enterprises and city local authorities) run
mutually complementary projects to improve the experimentation facilities. The Al
development facility is to be improved through national actions and, as applicable,

by enabling participation in the Al TEF project that forms part of the DIGITALEUROPE
programme. One of the aims is to have a testing and experimentation facility on the
EDGE Al theme located in Finland, with partners such as SocHub (Tampere University)
and Micronova (VTT). Establishment of the quantum computing development facility

will involve cooperation between CSC - IT Center for Science, which operates the Lumi
supercomputer, and VTT, which is responsible for procurement of the quantum computer.

Stakeholder input

Enterprises play a key role, particularly as part-funders of development facilities
and the Business Finland projects using those facilities and as direct users of the
facilities. Enterprises will fund at least 50% of these projects. The participating
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enterprises are mainly key players in the technology industry and telecommunications
sector, and innovative SMEs. Large enterprises will also participate in creating the
telecommunications and Al development facilities.

Expected complications

Ensuring seamless cooperation between the operators involved and building effective
project portfolios requires active cooperation between ministries, Business Finland, city
local authorities, universities and VTT.

Reform target group
Enterprises engaged in technology development, SMEs and research institutions

Compatibility with rules on State aid

All the testing and experiment environments to be funded (innovation infrastructures)
are consistent with the research infrastructures defined in the rules on State aid. In the
funding granted by Business Finland, current aid programmes compliant with the Group
Block Exemption Regulation (GBER) and existing Business Finland funding services will be
employed. Innovation infrastructures will be funded, depending on the project content,
either out of the Business Finland aid programme for building and renewing research
infrastructures (SA.58495) or the aid programme for innovation cluster operations and
investments (SA.58496).

Timetable
2022-2025

Open strategicindependence and security matters

For each project, a risk assessment will be performed and a risk management plan drawn
up, on the basis of which the essential security requirements for each project will be
identified and dimensioned. Security risks will be managed over the life cycle of each
project. With regard to products and services involved in the project, compliance with
cyber security requirements will be verified, and certification systems will be employed
as necessary.

Promoting spearhead technologies will reinforce Europe’s open strategic autonomy and
Finland’s role as a provider of and expert in selected autonomous technologies.

In respect of information systems and telecommunications arrangements, information

security assessments performed by the authorities or by authorised verification
institutions will be drawn on as necessary.
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Compliance with security requirements will be ensured in any public procurements
related to the project. Security clearances will be obtained for individuals and for
enterprises on an as-needed basis.

Trans-border and multinational projects

Corporate digital economy - RTE programme

The RTE programme is a national reform project. However, it will involve cooperation
among the Nordic Countries (Sweden, Denmark, Norway, Iceland, Finland) in the Nordic
Smart Government project (NSG).2 The ultimate target of this cooperation and of parallel
national reforms is to create a shared digital economy business area covering all the
Nordic countries. The interoperability of the solutions adopted will be ensured at the
Nordic and European levels.

Virtual Finland
The aim is to create trans-border services with Estonia and/or the Nordic countries during
the RRF period, and more broadly with other EU Member States thereafter.

The platform will initially enable data exchange on individuals and enterprises between
governments, on the ‘digital trust’ principle. Later, the platform is intended to facilitate
data exchange based on open standards (e.g.‘smart border’ solutions) and data exchange
needed for international trade. The aim is to create trans-border services with Estonia
and/or the Nordic countries during the RRF period, and more broadly with other

EU Member States thereafter.

Microelectronics value chain

The project is rooted in the European operating framework, policy target and, possibly,
IPCEI notification. Projects will be delivered through EU-level cooperation and, for the
IPCEI, through a joint operating organisation with the aim of reinforcing European value
chains.

6G, Al and quantum computing development facilities

The Al development facility will be delivered, as applicable, as part of the EU-wide Al TEFs
network to be created in the DIGITALEUROPE programme. The Al development facility will
contribute to the European high-performance computing (EuroHPC) scheme.

8 https://nordicsmartgovernment.org/
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Green dimension in the component area

The digital public services component area as a whole supports national targets and the
targets of the Commission in implementing the green transition. The most significant
impacts will be in emission reduction as transactions, official business and the providing
of services are relocated from physical meetings to digital channels. The solutions based
on emerging technologies proposed in this component area consume less energy than
conventional solutions. Measuring the rate of transition to digital transaction channels will
allow the estimating of the reduction in our carbon footprint.

The criteria for granting funding in the application rounds will include promoting the
green and digital transition and compliance with the Do No Significant Harm principle.

Digital dimension in the component area

This component area is robustly supportive of the targets of the digital transformation.
Streamlined, client-oriented digital services will save time and resources for both clients
and officials while fostering growth and wellbeing. The proposed reforms and investments
will enable research and deployment of emerging technologies, facilitate the national
rollout of a digital operating model and enable the providing of new digital services for
end users.

The corporate digital economy - RTE programme is 100% supportive of the digital
transformation. The project target is to promote digitalisation in enterprises by facilitating
transfer of electronic financial documents and financial management in enterprises.

The project will create a basic infrastructure as needed for transitioning to a real time
economy, with widespread adoption of e-invoices and e-receipts, and considering the
needs of the very smallest enterprises in the digital transformation.

The Virtual Finland reform is 100% supportive of the digital transformation. A platform
facilitating the digitalisation of services will be developed in the reform. The service
platform, the services to be integrated into it and their use will be fully digital. Some of the
services will be new services, while others may replace existing processes such as filling

in and mailing hard-copy forms and physically visiting an office for transactions - at the
moment, the latter actually requires travelling to another country in some cases.

Reform P2C2R4, Improving the Residential and Commercial Property Information System;
is 100% supportive of the digital transformation. It involves converting the data currently
only transferable on paper into digital form and standardising and harmonising that data
in the process. An operating environment will be built in the project where data can be
transferred between information systems in structured form; also, the services required
for this function will be built in the Residential and Commercial Property Information
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System. The project specifically concerns the promotion of digitalisation and the building
of services required for electronic operating models.

Investment P2C214 is 100% supportive of the digital transformation. Investments in
developing the microelectronics value chain will increase the capacity of enterprises to
design and deliver environmentally friendly next-generation semiconductors and smart,
digitalisation-enabling products based on them.

Investment P2C2I5 is 100% supportive of the digital transformation. The 6G, Al and
quantum computing testing and experiment facilities will accelerate the application of
emerging technologies in products and services, also for SMEs and startups. Testing the
functioning of emerging technologies is vital for the progress of digitalisation.

Do No Significant Harm

Actions in this component area contribute to the green transition and to digitalisation

in particular. The projects to be funded are not estimated to have any direct adverse
impacts in the six areas considered. Because projects will be selected through competitive
tendering, it is not possible to make an advance detailed estimate of the potential impacts
of the actions.

The parties selecting the projects and deciding on the funding will stipulate in their
application ads that applicants must analyse in their applications how their projects
comply with the Do No Significant Harm principle. Project proposals that do not comply
with this principle in accordance with the Commission recommendations will not be
funded.

Costs to be covered out of RRF funding:
EUR 79 million, consisting of the following investments

e Corporate digital economy — RTE programme, EUR 14 million
e Virtual Finland programme, EUR 9 million
e Accelerator programme for spearhead technologies, EUR 25 million

® Improving the Residential and Commercial Property Information System,
EUR 14 million

e Enhancing the effectiveness and transparency of RRP-based reforms and
investments by improving information systems, administration, oversight and
inspections, EUR 17 million
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DIGITAL SECURITY

Description of component area:
Policy area: Digitalisation

Targets: The proposed reforms support the sustainable growth strategy of the
European Union, the green and digital transition. Basic capability for considering
cyber security and information security issues needs to be established on a
mainstreaming basis in society at large, involving private individuals, local
government and central government authorities, enterprises and corporations.
Development measures for enhancing cyber security and information security in

the systems needed for critical infrastructure and leveraging of data. Cyber security
and information security are an absolute requirement for the digital transformation.
Actions to combat money laundering will involve updating and building digital
systems to enable more efficient analysis of data and exchange of information
required for monitoring, etc., between operators both nationally and across borders.
The proposed actions will further improve the interoperability of the situational
pictures compiled by the various authorities, the effectiveness of monitoring
measures and the efficiency of leadership and resource allocation up to and
including the EU level.

Reforms and investments:

Reform 1: The target in effective prevention of money laundering is that the
authorities and private-sector operators involved in combating money laundering
will be able to exchange up-to-date information efficiently, safely and reliable using
digital solutions. Information acquisition by the authorities and automated data
collection will be boosted under this reform. Another aim of the reform is to increase
cooperation between authorities and to improve prevention measures. The reform
involves needs for legislative amendments in respect of several of the investments,
EUR 10 million.

Reform 2: Implementation of the cyber security development programme in the form
of exercises, and investments in cyber security research. Research investments have
to do with civilian competence in cyber security — European Cybersecurity Training
Programme, EUR 10 million.

Estimated costs: The total costs of the project are estimated at EUR 20 million.
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Principal challenges and targets

a. Principal challenges

While technological advancements are creating new digital procedures, an increasing
number of services is becoming dependent on the undisrupted and secure operation

of telecommunications services, telecommunications networks, satellite systems, radio
bands and information systems and of the providing of these services. Disruptions of
digital services, telecommunications services or networks may have a major impact on
the supply of services that are of vital importance for society at large. Security problems
in digital government services can undermine the trust that people, communities and
organisations place in government authorities. Cyber security research is a cornerstone
of a smoothly running digital society, and as such its research is currently underfunded.
Technical and functional exercises in cyber security are not organised often enough

to guarantee the competence of technical maintenance personnel in various cyber
disruption scenarios. The report of the working group examining data security and privacy
protection in critical sectors also notes that the digital society consists of numerous
interdependent operators that rely on reliable and secure connections and information
systems to function. This is particularly important to the functioning of critical services in
society.

Exchange of up-to-date information plays a crucial role in the successful prevention of
money laundering and terrorist financing. Improvements in information sharing will
directly impact the prevention of money laundering and terrorist financing in Finland
referred to in the Money Laundering Act. The principal operators in combating money
laundering are the monitoring authorities specified in the Act on Preventing Money
Laundering and Terrorist Financing, who monitor that the parties with a notification
obligation comply with their duties in combating money laundering. For the monitoring
authorities, the challenge is how to efficiently process the masses of data accumulated in
and necessary for their oversight activities and how to share these data in a timely manner
with other key authorities. The national official registers that are of vital importance to

the combating of money laundering do not meet all the criteria set for them in terms

of data content and usability, and because of this they require further improvement. As
the operating environment changes, the need to update the national risk assessment

for money laundering and terrorism financing becomes increasingly acute. The currently
available national risk assessment on money laundering and terrorist financing dates from
2015; an update will be completed in 2021. On the basis of the updated risk assessment,
prevention measures can be appropriately targeted at at-risk areas, though keeping

in mind that the operating environment is changing all the time. The aforementioned
challenges may be alleviated by developing digital tools, and another purpose of the
project is to enhance international cooperation and information exchange.
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b. Targets

The preconditions for a strong national cyber security are the necessary competence

and broad-based participation at all of the different levels of society. Cyber security
exercises are maintained and promoted. Active exercising plays a central role in
developing the prevention and management of cyber attacks and solving them. The
providers of digital solutions and services must be able to produce secure services in
critical sectors. Citizens in turn must be able to use the services produced by the digital
information society securely and recognise the risks related to the use of different devices,
products and services. The best and most cost-efficient way of raising the level of cyber
security competence among citizens is to teach everyone basic skills and build on that
competence. Society must for its part respond to this need so that trust can be increased.
The cyber security and information security measures in the Sustainable Growth
Programme for Finland also facilitate the implementation of the recommendations

of the working group examining data security and privacy protection.

By 2026, the authorities and private-sector operators involved in combating money
laundering will be able to exchange up-to-date information efficiently, safely and
reliably using digital solutions. Another aim is to augment cooperation between the
various authorities and to plan combating actions together. The reform for ensuring
effective monitoring and implementation of prevention of money laundering will
support the green and digital transition of the EU and respond to the Country Specific
Recommendations for Finland, which addressed points such as that the national risk
assessment for money laundering and terrorism financing is outdated, that the Finnish
financial supervisory authorities and the Financial Intelligence Unit are under-resourced
and that information exchange between the Financial Intelligence Unit and the financial
supervisory authorities is insufficient.

C. National strategic circumstances

Prime Minister Sanna Marin’s Government Programme sets targets for the development
of national cyber security with regard to improving the situation picture, intensifying
international cooperation and enhancing national coordination. The need to improve
the overall state of national cyber security was identified in the government resolution
of 2019 on Finland’s Cyber Security Strategy. The Cyber Security Strategy is part of the
implementation of the Security Strategy for Society (2017) and the EU Cyber Security
Strategy. The Development Programme is part of the implementation of the Cyber
Security Strategy. Under the Development Programme, efforts to increase citizens'’
competence and to expand cyber security research must be stepped up as digitalisation
progresses. The project in the administrative branch of the Ministry of Transport and
Communications will provide broad-based support for digitalisation in society at large.
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Cyber security and information security investments are particularly relevant for the
‘Reskill and Upskill’ flagship area.

The Government Programme of Prime Minister Marin’s Government contains an entry

on the finance market to the effect of ensuring sufficient rsources for the authorities,
improving information exchange and enhancing supervisory activities in order to prevent
money laundering and terrorist financing. The Action Plan for Tacking the Grey Economy
and Economic Crime for 2020-2023 also addresses money laundering in target 4.2. The
obstacles to sharing information in the national prevention of money laundering and
terrorist financing and the need to share information on these offences will be examined'.
The reform for ensuring effective monitoring and implementation of prevention of money
laundering will respond to the aforementioned Government Programme entry and Action
Plan target.

Description of reforms and investments in the component area
a. Reforms

REFORM 1: Ensuring effective supervision and enforcement against money
laundering (P2C3R1)

Challenges

The growing volume of data in the monitoring and investigation of money laundering
and terrorist financing is a challenge. As the operating environment changes, the need
to update the national risk assessment for money laundering and terrorist financing
becomes increasingly acute. The currently available risk assessment dates from 2015;
an update will be completed in 2021. The Financial Supervisory Authority has improved
its oversight capabilities, but its resources are still insufficient, and it has not yet been
possible to fully apply the risk-based approach to oversight. Notifications of suspicious
business transactions have increased markedly, but the Financial Intelligence Unit does
not have sufficient resources to analyse the data. Information exchange between the
competent authorities in combating money laundering must be improved and enhanced.
Boosting operations by automating data processing and analysis is vital for resolving
these challenges.

Targets
Investments in the reform on combating money laundering will be used:

® toimprove the availability, processing, analysis and use of information (data)
by each of the supervisory authorities,

e toimprove information exchange, information use and cooperation between
the various authorities,
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® to enhance risk-based monitoring in the combating of money laundering to
increase the risk of being caught,

® toimprove the potential for deploying warning examples and other
enforcement measures,

e toimprove the capability of the Finnish competent authorities to prevent
money laundering in Finland, and

® to boost the credibility of money laundering prevention measures in Finland
in the international context.

¢ The financial markets and the money laundering undertaken on them are by
their nature international, cross-border activities.

The purpose of the proposed changes to the monitoring system for bank accounts and
payment accounts is to enhance the prevention, detection and prosecution of money
laundering and terrorist financing. The current approach in Finland has been found to be
expensive and complicated for both the competent authorities and the private sector, and
in its current form it will not attain the targets envisioned when the system was designed,
either in preventing money laundering and terrorist financing or in combating the grey
economy.

Building a desktop for the supervisory authority for preventing money laundering is
intended to make the data necessary for various monitoring measures readily available,
to help form an overall picture of the risk assessment in respect of the subjects being
monitored, and to facilitate the efficient and proportionate targeting of monitoring
measures.

The purpose of the investment intended to make the register of beneficial owners more
up-to-date, broader in coverage and more correct is to create a comprehensive, up-
to-date and quality-confirmed register of beneficial owners to benefit enterprises, the
authorities and the parties subject to notification obligations pursuant to the Money
Laundering Act. Transparency of data on the beneficial owners of enterprises and
corporations is a fundamental necessity for global regulation.

In the investment ‘Digitalisation of the investigation of money laundering; the key targets
are to ensure that the work of the Financial Intelligence Unit is based on correct, up-do-
date and comprehensive source data and that the investigations are undertaken using
methods enabling the processing of increasing quantities of data. Another target is to
ensure that these efforts will be increasingly driven by target-based and phenomenon-
based actions rather than processing individual notifications and aimed at activities with
societal significance and impact in terms of criminal investigation.
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The purpose of the investment to maintain and update the national risk assessment on
money laundering and terrorist financing is to deliver an information platform and a
risk assessment tool. The information platform will ensure that the data are updateable,
shorten the time required for drawing up a national risk assessment and enable the
maintaining of a national situational picture and statistical data. The purpose of the risk
analysis tool is to harmonise risk assessments and to ensure the comparability of the
risks and risk levels identified in national risk assessments completed at various times.

Implementation:

1. Launching the project required for the reform. The purpose of the project
is to determine the national target state and strategy for the prevention
of money laundering and terrorist financing, to coordinate development
measures, to improve cooperation between the operators and to engage in
publicity.

2. Theinvestments included in the project must be designed and guided.

3. The competent ministries and other authorities will ensure that the
investment targets are unambiguously complied with, that the actions taken
are result-oriented and that there is a clear timetable to be followed.

4. Digital tools will be deployed for the use of the authorities and private-sector
operators involved in the prevention of money laundering and terrorist
financing.

5. The national competent authorities will ensure that appropriate monitoring
is undertaken pursuant to the action plan and the preparation of legislative
amendments identified as necessary.

Stakeholder input: The stakeholders for this reform are the authorities involved in the
prevention of money laundering and terrorist financing, and parties with a notification
obligation pursuant to the Money Laundering Act. The authorities who are stakeholders
here are making their own investments under this reform.

Cost

The overall costs of this reform will consist of the payroll costs of the required
administrative personnel and the costs of individual investments between 2021 and 2026.
The overall costs are estimated at EUR 12,121,500, of which at least EUR 10,000,000 is
expected to come out of the Recovery and Resilience Facility.
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The reform includes the following investments:

e Compiling application and adding account event details to the bank and
payment account monitoring system, cost estimate EUR 1,600,000

® Supervisor’s desktop, cost estimate EUR 500,000

® Improving the register of beneficial owners to make it more up-to-date and
correct and with wider coverage, three component projects, cost estimate
EUR 5,000,000

e Digitalisation of money laundering investigations, four component projects,
cost estimate EUR 3,971,500

e Digital tools for national risk assessments of money laundering and terrorist
financing, cost estimate EUR 400,000

In addition to the above investment costs, the overall costs of the reform, EUR 12,121,500,
include:

— reform administration and investment project management, EUR 600,000

— facilitation of initial stage of the reform, EUR 50,000

Payouts of the contributions from the Recovery and Resilience Facility (RRF) towards
the costs of the reform will be distributed as follows:

2021: EUR 6,000,000

2022: EUR 2,000,000

2023: EUR 2,000,000

Expected complications

The project will require a wide range of public authorities to have human resources

well acquainted with the substantive content at the design, delivery and introduction
phases, and the availability of these resources is limited. The introduction phase for the
new solutions may be prolonged, due for example to the length of agreement periods in
current supplier agreements. If the required legislative amendments cannot be enacted in
the planned timetable, or if their content differs from what was envisioned, this will have a
direct impact on the attainment of the targets. Extensive high-quality telecommunications
and guidance are needed before the project start to ensure allocation of the required
resources. Involving a wide range of operators and committing them to joint measures
before the delivery phase, such as the definition of a shared target state.

Reform target group

This reform concerns the authorities involved in the prevention of money laundering
and terrorist financing, and parties with a notification obligation pursuant to the Money
Laundering Act.
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Implementation timetable

Milestone in 2023: Programme projects designed and piloted. In 2026: Digital tools for
the authorities and private-sector operators working on preventing money laundering
have been deployed.

REFORM 2: Investing in cyber security research and exercises (P2C3R2)
Challenges

While technological advancements are creating new digital procedures, an increasing
number of services is becoming dependent on the undisrupted and secure operation
of telecommunications services, telecommunications networks, satellite systems, radio
bands and information systems and of the providing of these services. Disruptions of
digital services, telecommunications services or networks may have a major impact on
the supply of services that are of vital importance for society at large. Security problems
in digital government services can undermine the trust that people, communities and
organisations place in government authorities. Cyber security research is a cornerstone
of a smoothly running digital society, and as such its research is currently underfunded.
Technical and functional exercises in cyber security are not organised often enough

to guarantee the competence of technical maintenance personnel in various cyber
disruption scenarios.

Targets

These actions will contribute to implementation of the cyber security development
programme being prepared in the administrative branch of the Ministry of Transport and
Communications: the exercises form part of the programme, and research investments
are a supporting function. The research project and the cyber security exercise function
are briefly described below, with their targets.

b. Investments

INVESTMENT 1: Cyber security exercises (P2C311)

Challenges

Technical and functional exercises in cyber security are not organised often enough
to guarantee the competence of technical maintenance personnel in various cyber
disruption scenarios.

Targets

The target is to maintain and enhance cyber security exercise activities. Cyber security
exercises improves the resilience of society at large and preparation for cyber security
disruptions. Active exercising plays a central role in developing the prevention and
management of cyber attacks and solving them.
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A cyber security exercise is a means for various organisations to practice and improve their
operations without compromising their production environments. The exercises form part
of security and risk management in any given organisation. Technical and functional cyber
security exercises can help improve the competence of technical personnel, functional
processes and the effectiveness of deviation management.

The principal target of exercises is to improve operational continuity management in
organisations and to improve risk management vis-a-vis cyber security. The exercises
focus on the organisation’s internal processes and processes of external actors that are
connected to them via interfaces.

An individual exercise includes a modelled technical mock-up environment, further
development of the mock-up environment for future exercises, running the exercise
itself (including providing facilities for it), and reporting on development points in the
organisation’s operations. The aim is to hold four exercises per year for various operators.
Three exercises will be held in 2021 to develop the exercise environment for the future.
About 2,000 employees in public administration will be trained in the forthcoming

19 exercises.

Implementation:
University holding the technical and functional cyber security exercises, and public
administration organisations participating in the exercises.

Stakeholder input
University holding the exercises, and public administration organisations.

Payroll costs
Payroll costs will be incurred in respect of the university employees organising the
exercises.

Expected complications
No identified complications

Investment target group
University holding the technical and functional cyber security exercises, and public
administration organisations participating in the exercises.

Compatibility with rules on State aid

Rules on State aid do not apply. Procurement of cyber security exercises is agreement-
based, and the beneficiaries are the public administration organisations participating in
the exercises.
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Stakeholder input
University holding the exercises, public administration

Timetable
Q2/2021 -Q4/2025

INVESTMENT 2: Civilian competence in cyber security - European cyber security
training and action plan (P2C312)

In today’s world, cyber security skills are basic civic skills for residents of Europe,
irrespective of age. Sufficient cyber security competence is an important component in
an individual’s perceived sense of security and ability to use the services and solutions
provided in the digital operating environment. Generally, the best and most cost-efficient
way of increasing cyber security is to teach the everyone basic skills and build on that
competence. The target of the research is firstly to compare how European countries have
already provided cyber security training to their citizens and secondly to create a shared
European model and platform for the teaching and improvement of cyber security skills
so that this can be used equally in all EU Member States.

In the first phase of the research project, data will be collected from all EU Member States
on how they each provide training in basic cyber security skills for their citizens and to
summarise these data. Concepts for a cyber security game on a digital platform will be
outlined.

In the second phase, a shared digital platform and content will be created for teaching
and learning cyber security skills. This can then be updated from time to time. Completing
development of a European cyber security game and game platform.

In the third phase, the platform and content will be published and made available to all
Europeans in various language versions and with updated game functions. The training
platform will be online in August 2024.

Implementation:
The research project will be undertaken in Finland, in collaboration between key
universities engaged in cyber security research and consortia thereof.

Stakeholder input

The research plans will be drawn up in collaboration between key universities engaged
in cyber security research and consortia thereof.
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Payroll costs
Payroll costs will be incurred in hiring researchers for the universities or consortia formed
by them.

Expected complications
No identified complications

Investment target group
Key universities engaged in cyber security research in Finland and consortia thereof.

Compatibility with rules on State aid
Does not fall under the rules on State aid, because the investment will be carried out
as an investment pursuant to the Act on Public Procurement and Concession Contracts.

Timetable
Q2/2021 - Q4/2024

Combined costs for both investments, EUR 10 million
2021: EUR 2 million

2022: EUR 3 million

2023: EUR 2.5 million

2024: EUR 1.5 million

2025: EUR 1 million

Open strategicindependence and security matters

For each project, a risk assessment will be performed and a risk management plan drawn
up, on the basis of which the essential security requirements for each project will be
identified and dimensioned. Security risks will be managed over the life cycle of each
project. With regard to products and services involved in the project, compliance with
cyber security requirements will be verified, and certification systems will be employed
as necessary.

Protection for any security-classified information that may be generated or used in
the project will be appropriately provided. In respect of information systems and
telecommunications arrangements, information security assessments performed by
the authorities or by authorised verification institutions will be drawn on as necessary.
Compliance with security requirements will be ensured in any public procurements
related to the project. Security clearances will be obtained for individuals and for
enterprises on an as-needed basis.
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Trans-border and multinational projects

Cyber security: Competence research will involve creating a joint European model and
forum for teaching and improving cyber security skills, which can then be used equally
in all EU Member States.

Green dimension in the component area

Cyber security exercises and research will support digitalisation, and digitalisation will
play a major role in the systemic green transition of society.

Digital dimension in the component area

Cyber security and cyber security competence are an essential requirement for a wide-
ranging digital transformation in society at large and 100% supportive of the digital
transformation. In accordance with the EU Sustainable Growth Strategy, this component
area promotes the design and delivery of highest-quality digital competence while
contributing to attainment of the target of protecting against cyber attacks. Cyber security
is @ mainstream topic running through all sectors. Investments in R&D in this component
area support digitalisation in the economy, social life and society at large over a very wide
range.

The reform ‘Ensuring effective supervision and enforcement against money laundering’
will support the green and digital transition in the EU. With these improvements, the
authorities and private-sector operators involved in combating money laundering will
be able to exchange up-to-date information efficiently, safely and reliable using digital
solutions.

Reinforcing a sustainable infrastructure and digitalisation in the authorities’ supervisory
duties will improve operational reliability, make the monitoring more effective and allow
for efficient targeting of resources.

The reform ‘Ensuring effective supervision and enforcement against money laundering’

is 100% supportive of the digital transformation, because the target of the investments is
to raise the automation rate through legislative amendments and system development.
The reform will enhance data transfer by reducing instances of manual procedures

in transmitting, receiving and processing data, because at present there either is no

data transfer or it is undertaken manually and the processes are inflexible, slow and
challenging. Adopting dedicated telecommunications systems for the authorities for data
exchange and storage will also improve privacy protection and strengthen citizens’ rights.
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Do No Significant Harm

No impacts

Costs to be covered out of RRF funding:

EUR 20 million, consisting of the following investments

e Ensuring effective supervision and enforcement against money laundering,
EUR 10 million

® Implementation of the cyber security development programme in the form
of exercises, and investments in cyber security research, EUR 10 million
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PILLAR 3: Raising the employment rate and upskilling
to accelerate sustainable growth

The coronavirus crisis has considerably weakened the employment situation in Finland. In
addition to this, there are long-term structural challenges in the labour market that require
solutions.

In particular, Finland will be dealing with the pressures of an ageing population long
before many other nations. Our working-age population is decreasing, and structural
unemployment is at a high level. Also, technological transitions are driving a change in
the sectoral structure and occupational structure of the labour market, and this will be
reflected in future competence needs. Increasingly many people find themselves obliged
to change occupations because of the shift in the labour market and particularly because
of digitalisation.

Finland’s competitiveness and wellbeing are built on competence, research and
innovations. Investments in RDI activities, the green transition and improved competence
will help reinforce our long-term growth potential and resilience in accordance with

the Recommendations issued in the European Semester. These investments will, for

their part, reinforce the supply of labour safeguarding Finland’s competitiveness, which

is a prerequisite for renewal in businesses and in society at large. With investments,

the conditions and ability of SMEs to operate in a global environment changed by the
pandemic and to exploit market opportunities will improve. As a result, the number of
export companies will increase and the export base will be strengthened, the competence
and competitiveness of growth sectors will improve, and the value added to the economy
and employment will grow.

Package targets:

1. Raising the employment rate will be boosted with a client-oriented reform
of services (employment and economic development services, work ability
support, competence) and by leveraging digitalisation, promoting employment
of persons with partial work ability, streamlining work-based immigration,
enhancing integration and improving wellbeing at work.

2. Long-term growth will be promoted by upskilling among young people and
adults and by introducing opportunities for location-independent continuous

learning, etc.

3. Shared use of research infrastructures will be boosted, and R&D intensity will be
raised in order to accelerate growth, also in the long term. The green transition
will be supported with significant RDI investments.
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4. Renewal, recovery and sustainable growth in sectors most affected by the
pandemic crisis will also be accelerated by leveraging innovations and research
findings in the creative economy and in the events industry.

Component areas:

Employment and labour market

Upskilling and continuous learning

Raising of the intensity, effectiveness and ambition level of RDI activities
Sectors suffering from the coronavirus crisis and leaders of international growth

EMPLOYMENT AND LABOUR MARKET

Description of component area:

Policy area: Labour market policy

the Government’s target. Public employment services will be reformed with a view
to increasing their effectiveness through robust jobseeking support and enhanced
jobseeking activities. The functioning of the labour market and the meeting of
supply and demand will be reinforced by leveraging all available labour potential.
Finland'’s attractiveness to foreign skilled labour will be boosted to strengthen our
competitiveness. The work ability and coping at work of employed persons will be
supported in the interests of extending working careers.

Another target for the reforms and investments proposed for receiving funding is
to mitigate the impacts of the pandemic in certain identified target groups and to
improve the digital service system and structures.

In respect of population groups excluded from working life, social exclusion among
young people will be combated and the service system improved by adding to
multidiscipline services under the Youth Guarantee.

In respect of partly incapacitated persons, the target is for partly incapacitated
unemployed persons to find and retain jobs. The target is to build a diverse service
package to support work ability, consisting of social services, health care and

rehabilitation services, employment and economic development services, and

the services will improve.
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Means and methods for supporting mental health and work ability will be distributed

for the use of workplaces and occupational health care services. Consideration will

be given to employees of various ages and workplaces in various sectors. The actions

taken will also improve the resilience of workplace communities and thereby help

them respond to the transition in working life.

Reforms and/or investments:

1.

In the Nordic labour market service model, the service process for an individual
client of an Employment and Economic Development Office will be revised in
respect of their obligations and jobseeking support. At the same time, the digital
systems of employment and economic development services will be renewed.
EUR 90 million (of which EUR 70 million for implementing active labour market
policy as per the Nordic labour market service model and EUR 20 million for
digital development).

International recruitment will be made simpler through extensive digital
solutions (including building a world-class digital infrastructure to support
immigration of skilled labour), EUR 20 million.

In multiprofessional cooperation, the service system for young people will

be enhanced to further prevent the exclusion of young people from the

labour market and their wider social exclusion. As a concrete action, the
multiprofessional services of the Ohjaamo guidance points will be augmented
in accordance with the recommendations given in the evaluations made,

EUR 13 million.

Employment of the most disadvantaged unemployed persons with partial

work ability will be promoted by setting up a new intermediate labour market
operator in Finland to broker employment relationships and services. The service
system for persons with partial work ability will be developed through robust
cooperation and competence. Support measures for mental health and work
ability will be reinforced, because these are prerequisites for employment and
productivity, EUR 47 million.

Estimated costs: EUR 170 million For some investments, matched funding is

provided, as the aid recipients have their own funding as well.
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Principal challenges and targets

a. Principal challenges

Attaining the employment target and ensuring the effectiveness of the service
system

The employment rate is influenced by structural features of the labour force. According
to a forecast completed by the Ministry of Finance in May 2021, employment declined
very distinctly in 2020, even though the employment trend picked up as of May. Sectoral
differences in this trend have been observed. Because of the uncertain economic situation,
the labour market is not attracting new employees at the moment. This manifests

itself in increases in the number of people outside the labour force and the number of
people in disguised unemployment. According to the short-term forecast issued by the
Ministry of Economic Affairs and Employment in November 2020, the number of long-
term unemployed persons has been increasing. Also, sudden structural changes have a
significant impact in the areas where they occur. In addition to cyclical impacts, there are
long-term structural challenges in the labour market that must be addressed. Structural
unemployment has remained at a high level, and therefore the employment target is
not easy to attain. For example, among persons with partial work ability there are sub-
groups of people who are practically unemployable and thus face the threat of being
permanently excluded from the labour market. Also, technological transitions and climate
change are driving a change in the sectoral structure and occupational structure of the
labour market, and this will be reflected in future competence needs. How Finland will
cope in global competition is also a challenge.

Responding to employment challenges requires cooperation among several policy areas.
In employment and economic development services, responding to these challenges
requires changes to the service strategy and a readiness to overhaul the service system.

In employment and economic development services, identifying the client’s service needs
is paramount. Despite this, shortcomings have been found in the identifying of clients’
individual needs. The changes so far made in updating jobseeking plans and in how
clients are contacted are steps in the right direction but not adequate. The entry in the
Government Programme in respect of revising employment services to support rapid re-
employment of people becoming unemployed addresses a number of challenges.

Services need to make use of the benefits of multiprofessionalism and cooperation, and
there must be a readiness for service reform. A continuous development process involves
addressing gaps in existing services and continuously improving services to better meet
the needs of the clients using them.

All domestic labour reserves must be considered in efforts to increase employment.

Employing persons with partial work ability and extending working careers involve
challenges to common attitudes too. Promoting immigration of foreign labour is an
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important part of attaining the employment target, specifically the need to attract the
best and most potential skilled workers from abroad.

Digitisation and upheavals at work will cause the disappearance of certain jobs, but will
also mean the creation of new, more productive industries, businesses and jobs. These
new opportunities must be supported in all ways by promoting upskilling, reskilling,
deployment of new technologies and dissemination of new ideas.

The opportunities offered by digitalisation can be leveraged better than at present to
support attainment of the principal targets and to enhance services. Development points
need to be identified in various functions by making use of the potential of digitalisation.

Vulnerability of the service system and challenges in accessing services. Because of
the coronavirus pandemic, our service system is currently unable to cope with the volume
of service needs and is thus jeopardising the attainment of the employment targets
stated in the Government Programme. Regional coverage, equal access to service and
equal service quality are not currently provided. Unemployed persons have less access
to supportive and preventive work ability services than employed persons, even though
unemployed persons have more chronic illnesses and their perceived health is worse.
According to the OECD (2020), an amazing 70% of Finland’s unemployed have more than
one obstacle to employment. A large percentage of Finland’s unemployed report poor
health as an obstacle to employment, and mental health problems are an important
factor. There is a huge need for easily accessible multiprofessional services.

The negative wellbeing impacts of prolonged unemployment extend far and wide
and are reflected not only in people of working age but also in other age groups:

families, children and adolescents. In February 2021, there were about 96,000 long-term
unemployed persons, 52% more than at the same time in the previous year. The long-
term unemployed accounted for 29% out of all unemployed persons. In 2020, the average
number of long-term unemployed persons in any given month was about 75,000, an
increase of 19% on 2019.

In 2020, Employment and Economic Development Offices listed an average of 33,000
unemployed jobseekers with partial work ability who had a disability or a chronic illness.
Of these, 40% were long-term unemployed persons. The number of persons with partial
work ability registered as unemployed jobseekers does not illustrate the true size of the
target group.

Youth unemployment has increased substantially since the start of the pandemic.

The employment statistics for February show that long-term unemployment has increased
at a worrying rate among young people as well. At the end of February 2021, unemployed
jobseekers under 30 years of age numbered about 74,700, of whom 14% were long-term
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unemployed. The percentage of long-term unemployed in this age group has increased
almost every month since March 2020. Because of the coronavirus pandemic, the labour
market situation for those graduating in 2020 and 2021 is poor.

Mental health and work ability issues add to costs and deplete the employed
working-age population. Mental health problems are the leading cause of disability
pensions and absences due to illness in Finland. Every year, 5.2 million working days

are lost because of mental health problems. There are now more than 58,000 people of
working age who have retired on a disability pension because of mental health problems.
Mental health problems affect people of working age in particular, and those who

retire on a disability pension for mental health reasons are relatively young, the average
age being 44. Even before the pandemic, many workplace communities were coping

with a state of continuous change and uncertainty. During the coronavirus pandemic,
professionals in many critical fields, such as the health care and social welfare sector,
have been in the front line caring for the safety and health of patients, clients and citizens.
Stress at work, if prolonged, may compromise a person’s work ability and bring their
career to a premature end. This has knock-on effects on patient safety, client satisfaction,
readiness and preparedness, and also on the attractiveness of various occupations, which
in turn affects how well employees can be recruited and retained in those fields.

b. Targets

The employment target set in the Government Programme is a key target of considerable
importance. It is acknowledged in the Government Programme that raising the
employment rate is challenging and that the essential thing is to increase the labour
market participation of persons with partial work ability, the difficult to employ and
immigrants. The high employment target extends across electoral terms, because it is
such an important factor for the sustainability of public finances. It is important to ensure
that supply and demand meet on the labour market irrespective of cyclical circumstances.

The targets address the recommendation given to Finland in 2020 whereby actions to
support employment and to boost an active labour market policy should be reinforced
and the recommendation given to Finland in 2019 whereby skills and active participation
should be improved, particularly through well-integrated services aimed at the
unemployed and the inactive. Similarly, the availability of international skilled labour must
be boosted, and international recruitment must be made simpler through a streamlined
and expedited immigration process. Quick permit processing will improve the availability
and supply of labour. Growth in work-based and study-based immigration will have
impacts across all of society — for the dependency ratio, the employment rate and the
sustainability gap. Streamlining work-based and study-based immigration and simplifying
international recruitments will help Finland succeed in global competition for skilled
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labour, promote internationalisation of business and innovations, and attract investments
to Finland. Streamlining immigration processes will boost Finland’s profile as a model
country of good governance while responding to the needs of international skilled
workers and society at large.

The target in reinforcing an active labour market policy is to reform and reinforce the
service capacity of employment and economic development services in a significant way.
Responding to the service needs of the unemployed, providing jobseeking support and
encouraging clients towards active jobseeking have been evaluated as being significant
means for increasing employment.

Another target is to continue developing multiprofessional services so as to break down
the silo mentality. These targets apply particularly to services for young people and for
persons with partial work ability. Another target is to foster new service production to
promote employment of persons with partial work ability.

The European Council recommended that Finland take action in 2020 and 2021 to
boost support for finding employment, to reinforce an active labour market policy and
to improve the availability of social welfare and health care services. These actions are
connected to the flagship area‘Modernise’

Raising the employment rate. For the target of a 75% employment rate to be attained,
the availability and quality of services supporting work ability must correspond to the
service needs of the unemployed. This, in turn, requires effective measures to augment
the potential of the target group for finding and retaining employment and, more broadly,
to contribute to preventing work ability issues from arising in the first place.

Introduction of a partnership model between effective services and various
administrative branches. Effective services supporting employment will be designed as
a smoothly running and permanent component of social welfare and health care services
and of employment and economic development services. Cooperation with the Social
Insurance Institution (Kela) will be enhanced. A partnership model will be deployed to
shape service systems in various regions into a well-functioning entity. Multiprofessional
teams for work ability support and a dedicated client worker model will be created for
social and health centres. Customised service paths will be crafted for clients using client
participation methods. The social welfare service path supporting employment will be
reinforced, and effective forms of supported employment, such as practical work training,
will be introduced. The focus is on reinforcing low-threshold and preventive services,
early identification of the need for work ability services, service needs assessments and
ensuring the availability of services.
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Equalising differentials caused by the coronavirus pandemic. The target is to equalise
regional differences in service availability that have been exacerbated by the coronavirus
pandemic, to increase the employment rate among persons with partial work ability, and
to provide support for work ability and functional capacity. The impacts of the coronavirus
pandemic on the mental health of persons of working age will be considered. Young
people at the start of their working careers who have found it difficult to find employment
or to cope at work because of the crisis will be considered. Particular attention will be

paid to supporting the work ability of front-line workers who have been controlling the
pandemic. The coronavirus crisis has accelerated the digital transformation in working

life, while causing difficulties in some sectors because of mobility restrictions and a rapid
decline in demand.

Promoting the mental health and work ability of employed persons. The target is

to help workplaces manage mental health and work ability risks and to add to resources
contributing to this. This will manifest itself as the distribution and adoption of practices
supportive of mental health and work ability at workplaces and in occupational health
care and as a shift in the focus of efforts to support work ability from reactive to preventive
measures and to providing support for coping at work. The aim with these actions is

to reduce absences due to illness and retirement on disability pensions, which in turn
will increase the availability of capable labour and reduce costs caused by work ability
problems. Another target is to improve the capacity of workplaces to respond to changes
in working life and in society at large, to extend working careers and to increase the
attractiveness of critically important occupations. In order to secure the basic structures
and functioning of the welfare state, we must safeguard the supply of labour for critical
occupations and the availability of services; this, in turn, will strengthen the social
cohesion and crisis resilience of society at large.

(& National strategic circumstances

The actions and targets outlined in the Government Programme must be considered
along with the Government’s policies on employment actions stated at the government
budget session (September 2020).

During its current term, the Government will take employment measures that bolster the
economy, aimed at achieving an employment-generating impact amounting to 80,000
new jobs. As an example, the age group of over-55s has a lower employment rate in
Finland than in the other Nordic countries, and there is thus clear employment potential
there. In December 2020, the Government outlined actions to promote the employment,
coping at work and work ability of over-55s while improving their skills and providing
change security. One of the policies specifically targeted at over-55s was the elimination
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of the additional days that may be granted to statutory earnings-related unemployment
allowance (also known as the ‘unemployment path to retirement’).

The Government outlined that the additional days will be phased out so as of 2023 so that
the minimum age for being granted additional days will be raised from the present 62
years by one year (to 63) for those born in 1963 and by a further one year (to 64) for those
born in 1965. The availability of additional days will be completely eliminated for those
born in or after 1965.

The target with raising the minimum age for additional days granted to earnings-related
unemployment benefit and eventually eliminating them is to prolong working careers and
thereby to reduce unemployment and increase employment. The right to additional days
is a factor that increases unemployment among the elderly, because it has had the impact
of employers targeting dismissals specifically at elderly employees. Secondly, the right to
additional days may reduce incentives for employment among the ageing unemployed,
which in turn may make re-employment more difficult. The minimum age for the right

to additional days has been raised before, resulting in an increase in the re-employment
rate of the age group in question and a shift forward by one year of the decline in the
probability of re-employment. The Ministry of Finance estimates that eliminating the
additional days will bring an additional 7,900 employees into the workforce.

The TE Services Strategy describes the vision for the TE services over the next few years,
where strategic partnership, digitalisation and the individuality of customer service are
key drivers of activities. The Strategy is a transitional strategy outlining the priorities
of TE services in the next few years. An action plan on needs for revising integration
measures for immigrants will be prepared and submitted to Parliament in spring 2021.
Specific targets have been set for the various policy areas, such as increasing work-
based immigration of skilled employees and improving opportunities for graduating
international students to find employment in Finland.

Itis outlined in the Government Programme that the services of the Ohjaamo guidance
points will be augmented. The RRF-funded incentive model will reinforce the Ohjaamo
scheme and complement the national strategy for augmenting these services.

Finland will be implementing a structural change in employment services, covering local
authority employment experiments, the reshaping of TE services and deployment of the
Nordic labour market service model. The Government also committed to developing the
intermediate labour market in the Government Programme. The service package for work
ability support is also connected to the ongoing social security reform and the preparation
of the national health and social services reform.
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The reforms proposed by the Ministry of Economic Affairs and Employment and by

the Ministry of Social Affairs and Health will reduce the qualitative and quantitative
shortcomings in services for unemployed persons with partial work ability, both the
shortcomings that have emerged during the coronavirus pandemic and those that already
existed before that.

In accordance with the Government Programme of Prime Minister Marin’s Government,
a work ability programme will be created for persons with partial work ability to help
them find employment. The work ability programme will be jointly implemented by the
Ministry of Economic Affairs and Employment and the Ministry of Social Affairs and Health.
Pilot projects will be launched to deploy effective services and practices. The work ability
programme will be designed to support unemployed persons with partial work ability

in finding employment, to prevent prolonged unemployment and disability and to help
those in a disadvantaged labour market situation to participate in working life. However,
the current actions in the work ability programme do not provide regional or equal
coverage in services for unemployed persons with partial work ability. Investments in
service availability, service quality, competence and revising of content are needed.

In addition to the aforementioned labour market reforms, Prime Minister Marin’s
Government has launched the parliamentary preparation of a comprehensive social
security reform. The purpose of the social security reform is to create a system that is more
clearly structured and functions better than the existing one and that will allow citizens to
combine work and social security in changing life situations. The broad-based preparation
of this reform will continue into the next electoral term. This reform does not form part of
Finland’s RRP, but it does respond to the Country Specific Recommendations for Finland,
together with other reforms.

The reform is being planned by a parliamentary committee whose term began in March
2020 and will expire in 2027. The work of the committee is divided into phases. First, they
will define and describe in concrete terms the kay problems in social security (2020-2021).
Then, they will draw up a roadmap and policies regarding the resolution of key issues
(2021).

This will be followed by preparation of a plan for the phased comprehensive reform of
social security, with milestones and proposals for component reforms independent of the
overall reform (2021-2023). Implementation of the plan will begin in the next electoral
term.

In summer 2020, the social security committee outlined four key problem areas in social

security, one of which is combining paid employment and social security. The core of this
problem area involves investigating and resolving situations created by the current social
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security system in which there is no incentive to find employment (‘incentive traps’). Other
issues to be dealt with are the complexity of social security, last-resort financial aid, basic
social security and housing, and harmonisation of services and benefits.

Social security incentive traps have been dismantled in Finland through a number of tax
and social security amendments, and employment incentives are better now than they
were in the early 1990s. However, there are still problems involved in combining paid
employment and social security, particularly in cases where a single household is receiving
several overlapping benefits. For further discussion, the committee identified three kinds
of incentive traps, caused by unemployment, income and bureaucracy.

Combining individuals’ pay, pension and benefits details in the income register from

the beginning of 2021 may go some way towards dismantling bureaucracy traps. This

will result in a real-time comprehensive picture of an income earner’s pay and benefits.
These details are used for example in calculating benéfits, in imposing client fees and

for supervisory activities performed by various authorities. Harmonising unemployment
benefits and short-term employment will, in particular, become simpler when the income
register can be used for calculating benefits and for imposing client fees.

The proposed reforms and investments will support implementation of the national
health and social services reform where responsibility for providing these public services
will be transferred from local government to newly created wellbeing services counties.’
These actions will further the attainment of the targets of this structural reform as outlined
in the Government Programme: to reduce health and wellbeing inequalities, to secure
equal and high-quality health and social services for all Finns, to improve the availability
and accessibility of services, to secure the availability of skilled labour, to respond to the
challenges posed by social changes and to curb the increase in costs.

The National Mental Health Strategy 2020-2040 emphasises the continuity, target-
oriented nature and constant updating of mental health policy and actions across
electoral terms. Each Government selects its preferred practical actions to undertake
in the area of mental health work for its electoral term.

The Strategy has five focus areas: mental health as human capital; mental health for
children and young people; mental health rights; broad-based services that meet people’s
needs; and good mental health management. An action plan for working life and good
mental health has been launched on the basis of the Mental Health Strategy.

9 HE 241/2020 https://www.eduskunta.fi/Fl/vaski/KasittelytiedotValtiopaivaasia/Sivut/HE_241+2020.
aspx (in Finnish).
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The reform and investment package presented here will make a substantial contribution
to the framework of working life reforms and programmes launched under the
Government Programme of Prime Minister Marin’s Government (work ability programme,
WORK2030 programme, rehabilitation action plan, social services development
programme).

Description of reforms and investments in the component area

REFORM 1: Nordic labour market services model (P3C1R1)

Challenges

The employment situation in Finland has declined considerably due to the coronavirus
crisis. Employment decreased sharply in the first half of 2020, and the decline is
projected to accelerate towards the end of the year, as the slowness of recovery from the
disease limits overall production and reduces demand for labour. In addition to cyclical
impacts, there are long-term structural challenges in the labour market that must be
addressed. Also, technological transitions are driving a change in the sectoral structure
and occupational structure of the labour market, and this will be reflected in future
competence needs.

At the government budget session in September 2020, the Government determined that
it will adopt employment measures that bolster the economy, aimed at achieving an
employment-generating impact amounting to 80,000 new jobs. The measures decided
in the 2020 Government budget session, combined with the Government’s earlier
employment measures, are expected to generate 31,000-36,000 jobs. This includes the
systemic change in shifting towards adopting the Nordic labour market service model.
The estimated employment impact of the Nordic labour market service model will be
9,500 to 1,000 additional jobs. This estimate is based on examples derived from empirical
research literature whose outcomes were scaled by the Ministry of Finance to make them
applicable to Finland.

Employment and economic development services (TE services) and business services

at Centres for Economic Development, Transport and the Environment that fall within
the administrative branch of the Ministry of Economic Affairs and Employment will be
reformed as a systemic whole in accordance with the policies outlined in the Government
Programme and other development targets, drawing as applicable on experiences
gained in preparations during the previous electoral term. The additional investment in
active labour market policy as decided by the Government will make it both possible and
essential to raise the level of service while revitalising the service structure. The new TE
service strategy, local authority employment experiments, preparation of a permanent
service structure for TE services, the Nordic labour market service model and the reform
of the continuous learning service organisation all contribute to an employment policy
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geared towards raising the employment rate and thus play a central role in the reform
of these services for supporting rapid re-employment of unemployed jobseekers.
Employment services will be reformed to support rapid re-employment, with services
enhanced particularly at the start of unemployment to enable closer attention to the
varying individual needs of unemployed persons.

Targets

The Nordic labour market service model is an essential component of the Government’s
reform of employment services. A key element in the model is overhauling the jobseeker
service process to make it more individual. This model will bring a substantial increase in
meetings between jobseekers and TE authorities and in customised support offered to
jobseekers.

The service process is being reformed based on the assumption that jobseekers will be
offered more employment support at various stages in the jobseeking process. With this
reform, experts in TE services will interview unemployed persons at two-week intervals
during the first 3 months of their jobseeking process (max. 7 times). The first one-on-
one meeting or contact (jobseeking discussion) with the jobseeker will be held within

5 working days of the start of the jobseeking process. The content of the interviews

will be customised according to the jobseeker’s service needs. Currently, jobseekers are
interviewed no more than two times within the first 3 months. Later, the jobseeker’s
service needs will be reassessed and the employment plan will be revised 3 months
after the previous service needs assessment if the jobseeker’s unemployment continues
unchanged. After each 6 months, if the jobseeker is still unemployed, a new month-long
intensive period of jobseeker discussions will be held, with discussions every 2 weeks.
The maximum number of contacts for a jobseeker during one year will be 14 instead of
the current 5.

The reform will involve an active jobseeking obligation; the intention is that this will be
implemented through a quantitative jobseeking obligation and appropriate support
services. Jobseeking reporting presupposes an improvement of online systems. Also, the
plan is to graduate the unemployment benefit sanctions.

The service process described in the model will apply to all jobseekers who are clients
of public employment and economic development services in Finland. In 2019, 769,000
individual jobseekers received services from Employment and Economic Development
Offices (TE Offices), compared to 1.1 million in 2020.

With the introduction of the above model, it is estimated that between 2 and 2.5 million

jobseeker interviews will be held each year, although the number of interviews may be
lower in the first year. Meetings in person will be strongly recommended in the interview
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process. Currently, some 1 million jobseeker interviews are held annually; in other words,
the number of interviews and the availability of support for finding employment will
increase considerably. It is estimated that interviews at the start of the jobseeking process
will significantly reduce the flow of jobseekers into long-term unemployment.

Delivering the model is expected to add about 1,200 person-years to the human resources
requirements of the TE Offices. In 2019, the human resources of TE Offices amounted to
3,148 person-years, so a 40% increase will be needed. The resource needs calculation
includes the current number of jobseeker starts, the flow of jobseekers onto the open
labour market and the potential increase of this flow with the introduction of the model,
the increase in the work and interview volume of experts at TE Offices, the assumed
duration of the new interviews and the varying interview requirements for various
jobseeker groups. The resource needs may be reviewed no earlier than 2025.

The most significant employment impacts of this reform have to do with the intensive
service period at the start of the jobseeking process. It is therefore estimated that the
employment impacts and positive impacts on public finances generated by the model will
be fully realised as of 2025. Human resource needs may be revised in 2025 in view of the
labour market situation at that time.

The digital amendments required for the service process in the Nordic labour market
service model will be made to the service information systems. New elements will be
designed and delivered, such as a shared appointment booking system, and the Messages
service in the Suomi.fi portal will be extended to jobseeking self-reporting. The reform
consists of six modules:

1. Defining the changes required for the service process and of the new
functions (appointment booking, self-reporting, new service needs
assessment tools, online guidance service).

2. Making changes to the current client management production system (URA
and online services).

3. Making changes to the new client management production system (TEA).

4. Specification, procurement and introduction of the operating model for the
appointment bookings system.

5. Specification, procurement and introduction of the jobseeking self-reporting
tool (Messages service).

6. Specification and introduction of the needs for change in the online guidance
system ohjaustaverkossa.fi.

7. Determining of an automatic jobseeker profile on the labour marketplace.

171



PUBLICATIONS OF THE FINNISH GOVERNMENT 2021:69

The change needs will be prepared in a joint initial definition project for both production
systems. Digital changes will be executed in four stages: definition, delivery, testing and
introduction. After the joint initial definition project, further work on the two systems
will diverge into separate development and change management processes. The costs
of the necessary digital changes will be spread over 3 years. According to the preliminary
plan, 80% of the costs will go towards outsourced services and 20% towards payroll
costs of experts at the Development and Administration Centre for Centres for Economic
Development, Transport and the Environment and for Employment and Economic
Development Offices (KEHA Centre). The cost allocation will be specified as preparation
progresses and procurement decisions are made on the technological solutions required
for the reform (e.g. the appointment booking system). The cost estimate for the required
changes and investments (in 2021-2023) is based on previous experiences particularly
in the TE-Digi project (KEHA Centre) concerning the actual costs and preliminary work
volume estimates for system development following a similar logic.

The reform is expected to generate long-term impacts in keeping with the targets of the
RRF. The Nordic labour market service model will efficiently address individual challenges
pointed out in the Country Specific Recommendations for Finland. The target with the
service model is to address the 2020 recommendation for supporting employment and
for reinforcing active labour market policies and the 2019 recommendation to “improve
incentives to accept work and enhance skills and active inclusion, notably through well-
integrated services for the unemployed and the inactive” The reform will also significantly
contribute to fulfilling the evaluation criteria of the national RRP.

The Nordic labour market service model is estimated to increase employment by about
10,000 people. The most significant impact will come from job search discussions, which
will be organised every two weeks in the early stages of job search. The jobseeking
obligation and closer monitoring of jobseeking efforts included in the model are also
expected to boost employment. The overall evaluation consists of the sum of the
employment impacts of the components.

Nordic research literature suggests that active meetings with the unemployed (meetings in
person) are a cost-efficient way for reducing unemployment.’®'" Jobseeking discussions at
the beginning of the jobseeking process are estimated to help an additional 8,900 persons

10 Cheung, Maria et al.: Does job search assistance reduce unemployment? Experimental evidence on
displacement effects and mechanisms. IFAU Working Paper 2019:25;
https://www.ifau.se/en/Press/Abstracts/does-job-search-assistance-reduce-unemployment-
experimental-evidence-on-displacement-effects-and-mechanisms/

11 Maibom, Jonas — Rosholm, Michael - Svarer, Michael; Experimental Evidence on the Effects of
Early Meetings and Activation. The Scandinavian Journal of Economics. Volume 119, Issue 3, July 2017,
Pages 541 570; https://doi.org/10.1111/sjoe.12180.
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find employment. The quantitative jobseeking target, jobseeking reporting and the impact
of early jobseeking discussions are evaluated with reference to the studies conducted by
Arni & Schiprowski (2018) and Lombard (2019). Based on the findings of Arni & Schiprowski,
the impact of the jobseeking obligation is estimated to increase employment by about
2,000."2The findings of Lombard (2019) suggest that jobseeking reporting tied to the
jobseeking obligation, and therefore closer monitoring of jobseeking efforts, will increase
employment by about 2,400 in the Finnish context."

Mandatory job offers for jobseekers will be abandoned as part of the Nordic model. In
2018, TE Offices made about 250,000 mandatory job offers for jobseekers. Abandoning
mandatory job offers is estimated to decrease employment by about 2,800, based on the
findings of van den Berg (2019).™ Halving the longer qualifying periods is estimated to
decrease employment by about 200, based on the findings of Busk (2016)."

The employment impacts are expected to be fully realised by 2025, when the majority
of the current jobseeker population is expected to no longer be unemployed, whether
by having left the labour force, having found employment or having become newly
unemployed after a period of employment.

However, employment impacts will begin to emerge as soon as jobseekers enter the new
model in 2022.

The principal impacts of the Nordic labour market service model have to do with a shorter
cycle in client meetings and with attention to the quality of the service provided. Additional
service resources are needed particularly for a strong start in the jobseeking process, i.e.
initial contacts and meetings. The aim is to provide more support to jobseekers at different
stages of job search. Positive employment impacts are directly correlated to the number
and skill level of personnel and to the digital development underlying the reform.

The Nordic labour market service model is expected to help balance public finances
through boosting employment. The estimated contribution to public finances through

12 Arni, Patrick — Schiprowski, Amelie; Job Search Requirements, Effort Provision and Labor Market
Outcomes. IZA Discussion Paper Series No. 11765, August 20189; http://ftp.iza.org/dp11765.pdf.

13 Lombardi, Stefano; Threat effects of monitoring and unemployment insurance sanctions: evidence
from two reforms. IFAU Working Paper 2019:22; https://www.ifau.se/globalassets/pdf/se/2019/wp-2019-
22-threat-effects-of-monitoring-and-unemployment-insurance-sanctions-evidence-from-two-reforms.pdf.

14 van den Berg, Gerard J - Hofmann, Barbara - Uhlendorff, Arne; Evaluating Vacancy Referrals and
the Roles of Sanctions and Sickness Absence. The Economic Journal, Volume 129, Issue 624, November
2019, Pages 3292-3322; https://doi.org/10.1093/ej/uez032.

15 Busk, Henna; Sanctions and the exit from unemployment in two different benefit schemes. Labour
Economics, Volume 42, Oc-tober 2016, Pages 159-176; https://doi.org/10.1016/j.labeco.2016.09.001.
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employment improvement is about EUR 230 million per year as of 2025. This calculation
is based on the estimate of the Ministry of Finance whereby each person who finds
employment has a positive impact of about EUR 23,000 per year on public finances. This
consists of decreased income transfers and increased tax revenue. Income transfers on
the expenditure side will amount to EUR 16,500 on average, the total reduction in public
expenditure thus being about EUR 165 million.

On the plus side, tax revenue will increase by about EUR 65 million. The Nordic labour
market service model will increase central government expenditure by EUR 70 million
per year, and the easing of qualifying periods in the reform will increase unemployment
benefit expenditure by an estimated EUR 16 million per year, so the net reduction in
public spending achieved by the reform will be EUR 79 million per year. On the whole,
the reform will have a permanent positive net effect of EUR 144 million on public
finances. This impact is expected to be achieved in full at a time when a large majority of
the persons currently unemployed are no longer unemployed or are in a new period of
unemployment following employment and therefore subject to a new 3-month period
of support for jobseeking and employment. Assuming that this will apply to about 90%
of jobseekers within 3 years, the employment impacts would be fully achieved in 2025.

Implementation:

The Ministry of Economic Affairs and Employment is responsible for this priority. Progress
in implementing the model is discussed regularly by the Ministerial Working Group on
Promoting Employment, specifically in subgroup 2 (Services, benefits and inclusion).
Membership of the working group is broad, including representatives from various
ministries and labour market organisations.

Stakeholder input

The target of the reform is that increased activeness in jobseeking will translate into an
increase in labour supply. An increase in labour supply, in turn, will have a positive impact
on employment, with vacancies being filled quicker than before. Also, an increase in the
labour supply is expected to increase the number of vacancies available, because an
increase in the labour supply will increase employers’ confidence in finding employees for
new jobs created. The reform may thus even increase the overall number of recruitments.
An increase in the supply of employment may also boost the demand for employment.

The principal target groups of the reform comprise the individual clients of employment
and economic development services. The major employment impacts of the Nordic
labour market service model have to do with intensive client contacts at the start of

the jobseeking process, which will require an increase in personnel at Employment and
Economic Development Offices amounting to a total of 1,200 person-years. The reform
is being prepared in consultation with stakeholders.

174



PUBLICATIONS OF THE FINNISH GOVERNMENT 2021:69

Expected complications

Availability of funding may be a risk for ability to implement the reform. The reform will
require funding for hiring additional personnel for one year so that the reform can be
implemented. Without additional funding, the entire reform and hence its employment
impacts will be jeopardised. The human resources need is consistent with the revised cycle
of interviews and client meetings. The calculations also consider what an appropriate

case load per case worker would be. The additional human resources proposed are vital
for implementing the reform, because no matter how digital tools have evolved, meeting
clients more often in person is a labour-intensive process. Also, there is a backlog of
interviews that must be dealt with at the start of the reform. The aim is that after the

first year, the additional human resources will be funded out of the central government
budget, and this funding need is included in the General Government Fiscal Plan for
2022-2025.The reform is expected to generate employment growth and thereby have a
positive net impact on public finances; in other words, despite the considerable cost of the
reform, its rewards are expected to be even greater. RRF funding proposed to be allocated
to launching the reform is essential for implementing the reform, because it will take time
before its positive impacts on public finances will begin to be seen.

Moreover, in May 2021 the Finnish Government decided that public employment
and economic development services will be transferred from central government to
local government. This is a wide-reaching reform that may also have a bearing on the
implementation of the Nordic labour market service model.

Reform target group
See the Stakeholder input

Compatibility with rules on State aid
The reform does not involve any State aid. The reform is about improving Finland’s public
administration.

Implementation timetable

e Government proposal during 2021, legislation to enter into force in January
2021 and partly in May 2022

® Information system changes: Changes to URA (unemployment benefits,
jobseeking discussions) during 2021; changes to TEA by May 2022 (the above
and the quantitative jobseeking obligation)

e Additional personnel for TE Offices and municipal experiments: Recruitment
to begin in autumn 2021.

e Training/orientation for TE Office personnel: During 2021, based on the KEHA
Centre skills plan
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REFORM 2: Eliminating the right to additional days to unemployment benefit

(the ‘'unemployment path to retirement’) (P3C1R2)

During its current term, the Government will take employment measures that bolster the
economy, aimed at achieving an employment-generating impact amounting to 80,000
new jobs. As an example, the age group of over-55s has a lower employment rate in
Finland than in the other Nordic countries, and there is thus clear employment potential
there. In December 2020, the Government outlined actions to promote the employment,
coping at work and work ability of over-55s while improving their skills and providing
change security. One of the policies specifically targeted at over-55s was the elimination
of the additional days that may be granted to statutory earnings-related unemployment
allowance (also known as the ‘unemployment path to retirement’). The Government
outlined that the additional days will be phased out so as of 2023 so that the minimum
age for being granted additional days will be raised from the present 62 years by one year
(to 63) for those born in 1963 and by a further one year (to 64) for those born in 1965.The
availability of additional days will be completely eliminated for those born in or after 1965.

Targets

The target with raising the minimum age for additional days granted to earnings-related
unemployment benefit and eventually eliminating them is to prolong working careers and
thereby to reduce unemployment and increase employment. The right to additional days
is a factor that increases unemployment among the elderly, because it has had the impact
of employers targeting dismissals specifically at elderly employees. Secondly, the right to
additional days may reduce incentives for employment among the ageing unemployed,
which in turn may make re-employment more difficult. The minimum age for the right

to additional days has been raised before, resulting in an increase in the re-employment
rate of the age group in question and a shift forward by one year of the decline in the
probability of re-employment. The Ministry of Finance estimates that eliminating the
additional days will bring an additional 7,900 employees into the workforce.

Another, parallel target is to prepare for other changes in the Government proposal
concerning unemployment benefits for over-55s and how they are funded; the purpose
of these is to promote employment for over-55s by improving their skills and by providing
change security.

Implementation:

The Department for Insurance and Social Security at the Ministry of Social Affairs and
Health is responsible for the elimination of the right to additional days to earnings-related
unemployment benefits; the Department is similarly responsible for preparing the other
actions in this package insofar as they concern the funding of unemployment security, the
Employment Fund and its duties, and the duties of the Social Insurance Institution and of
unemployment funds. Because of this, the project to be launched to prepare the reform
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will also consider other actions decided upon in connection with the gradual elimination
of the right to additional days for the purpose of boosting employment among over-55s.
By exception to the above, the decisions on rehabilitation and the taxation decisions,

for which the Ministry of Finance is responsible, will be prepared in separate projects.
Membership of the working group is broad, including representatives from various
ministries and labour market organisations. The Social Insurance Institution (Kela) and
private unemployment funds will be consulted. Preparation will be launched once the
necessary policy decisions have been made.

Stakeholder input
See’Implementation’above.

Expected complications

The new elements of change security targeted at over-55s pursuant to the Government
decision must be evaluated in relation to the equality provision in section 6 of the
Constitution of Finland. Actions pursuant to the Government decision will also add to
the administrative burden and costs of employers in certain cases of dismissal.

Reform target group

The principal target group of this reform comprises wage earners aged 55 or above.

The most significant employment impacts have to do with the gradual elimination of the
right to additional days of earnings-related unemployment benefits.

Compatibility with rules on State aid
This is a legislative reform with no State aid impacts.

Implementation timetable

Government Proposal during the spring session of Parliament in 2022 (January or
February, in practice), legislation to enter into force in January 2023 (civil service proposal,
subject to policy decisions by the Government).

Information system changes: Implementation of the Government decision package

in respect of over-55s will require changes to be made to the information systems of
the Employment Funds and possibly of the Social Insurance Institution and private
unemployment funds (change security and its funding), but a more detailed evaluation
of the project in this respect requires policy decisions to be made by the Government.

Training/orientation for personnel of the Social Insurance Institution, the Employment

Fund and private unemployment funds: Provided by the operators themselves during
2022, in collaboration with the Ministry of Social Affairs and Health if necessary
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Recruitment of additional personnel for the Employment Fund to manage any eventual
new duties in respect of change security (assuming that future policy decisions by the
Government introduce new duties for the Employment Fund)

REFORM 3: Streamlining work-based and study-based immigration and easing
international recruitment (P3C1R1)

The Government Programme of Prime Minister Marin's Government sets specific targets
for increasing work-based immigration of skilled labour and improving opportunities
for graduating international students to find employment in Finland. The focus in work-
based immigration is on sectors that suffer from a labour shortage as identified in the
Government Programme and also on specialists, students and researchers essential for
RDI in spearhead industries and growth industries. The Government Programme states
as a target under ‘Finland built on trust and labour market equality’ (3.5) to achieve an
averaging processing time of one month for all work-based and study-based residence
permits as soon as possible. Also, a fast track residence permit process is to be created
for specialists and startup entrepreneurs and their family members.

In order to attain these targets, the Ministry of Economic Affairs and Employment, the
Ministry of the Interior, the Ministry of Education and Culture and the Ministry of Social
Affairs and Health have launched an extensive cross-sectoral development project
addressing immigration legislation and permit procedures as part of the Talent Boost
action plan, the aim being to accelerate permit processes through a wide-ranging reform
of national legislation (particularly the Aliens Act, 301/2004) and by creating a new, flow-
maximising process concept. Enactment of the legislative amendments and adoption

of the revised processes will require a substantial cross-sectoral digitalisation project
(Ministry of Economic Affairs and Employment, Ministry for Foreign Affairs, Ministry of
the Interior, Ministry of Education and Culture).

Challenges

A swift residence permit process is a key factor for the attraction, recruitment, entry,

skill availability and integration of foreign skilled labour. The current residence permit
processes are seen by clients, employers, the business sector and universities as slow
and complicated. For Finland to have permit processes that are too slow prevents skilled
labour from being recruited from abroad in a timely manner to respond to the needs

of enterprises and of RDI activities, besides being a detriment to the reputation of the
country among enterprises and potential skilled labour.

The project currently under way to revise immigrant legislation and permit procedures

is about preparing legislative amendments, reshaping processes and improving
official procedures. This will require changes to be made in system development,
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communications and client guidance; most of these needs cannot be met within the
framework of current budget appropriations.

The Finnish Immigration Service has been granted additional funding for processing
work-based and study-based residence permit applications, for reducing the backlog

and for undertaking system development in 2021-2022. Fixed-term additional resources
will be allocated to meet acute personnel needs in permit processing and also to the
maintenance and continuous improvement of the electronic system and to critical system
development items. Once these fixed-term human resources are no longer available,

it will become increasingly important to respond to changes in the operating environment
for work-based immigration through digitalisation.

Targets

The reform will improve the availability of skilled labour and will ease international
recruitment in Finland by streamlining the permit processes for work-based and study-
based immigration. The aim is to achieve a permanent reduction in processing times for
work-based and study-based residence permits along with long-term improvements in
efficiency and productivity in the operations of the Finnish Immigration Service and other
relevant organisations.

One of the principal means for streamlining the permit processes will be revising chapter
5 of the Aliens Act (301/2004). Legislation in respect of students, researchers and interns
will also be revised (719/2018). The reform will further include a review of the official
procedures involved with work-based and study-based residence permits. The target of
the reform is to bring into force the legislative amendments prepared in the project to
revise immigrant legislation and permit procedures.

The reform will help Finland succeed in global competition for skilled labour, promote
internationalisation of business and innovations, and attract investments to Finland.
Streamlining immigration processes will boost Finland's profile as a model country of
good governance while responding to the needs of international skilled workers and
society at large

Implementation

The project will be implemented as part of the Talent Boost programme. Preparation and
execution of the reform are the responsibility of the Development Project of Immigrant
Legislation and Permit Procedures appointed by the Ministry of Economic Affairs and
Employment, the Ministry of the Interior, the Ministry for Foreign Affairs, the Ministry

of Education and Culture and the Ministry of Social Affairs and Health, and of the Permit
22 project of the Finnish Immigration Service. Project progress will also be reported to
the Talent Boost steering group.
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Stakeholder input

In addition to the ministries that appointed the development project, several operators
in various administrative branches will participate in delivering the reform, including the
Finnish Immigration Service, Business Finland, Employment and Economic Development
Offices and Centres for Economic Development, Transport and the Environment.
Business-sector operators (e.g. the enterprise council), universities and other educational
institutions, municipal business services and the immigration advisory service will also be
considered in the development process.

Expected complications

Identified risks include challenges in cross-sectoral development and steering, resourcing
issues particularly in respect of the Finnish Immigration Service and the Ministry for
Foreign Affairs, and the limited scope available for boosting client services. Other potential
obstacles to high-quality delivery of the reform include shortcomings in integrating
system and process development and challenges in the ability and readiness of
organisations to embrace change in a rapidly shifting operating environment.

The aforementioned challenges will be addressed through long-term national budgeting,
investments in recruitment and orientation processes and support for integrating system
and process development into day-to-day work and management. Success will require
sufficient support for deployment of the changes envisioned and high-quality overall
coordination of the cross-sectoral development involved.

Unexpected phenomena in the field of immigration must be allowed for. The still
challenging pandemic is anticipated to cause timetable problems for example in the
piloting of the ‘fast track) because the pandemic still restricts client services provided
by foreign missions and external service providers.

Reform target group
The target group for the reform comprises foreign labour, foreign students, Finnish
businesses, the RDI sector and universities.

Compatibility with rules on State aid
The reform does not involve any State aid. The reform is about improving Finland’s public
administration and legislation.

Implementation timetable

According to the preliminary plan, legislative amendments in respect of the processing
of residence permit applications (chapter 5 of the Aliens Act, 301/2004) are to enter
into force in summer 2022. Legislative amendments in respect of students, researchers
and interns are to enter into force in February 2022. Initial actions in respect of official
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procedures will be introduced during 2022. In the interests of productivity, the
development work will continue until the end of 2024, at which time the reform will
be complete.

INVESTMENT 1: World-class digital infrastructure to support migration of skilled
labour (P3C1I11)

This investment package will support Reform 3 (‘Streamlining work-based and study-
based immigration and easing international recruitment’) by ensuring the capability of
entry permit systems and other information systems to deal with the needs of work-based
and study-based immigration and to improve the productivity of permit procedures

in the long term. The investment will also reinforce communications and client advice
capabilities. The following development actions will be taken as part of the investment
package for the digital infrastructure of immigration:

new digital structures and functions

system integrations and data transfer interfaces

system development for filing and processing applications
implementing the fast track

skills for cross-administrative knowledge-based management

o Uk wWwhN =

client advisory service, communications and marketing supporting the revised
process

7. improvements in usability and performance, readiness for

introduction and expanded automation rules, as required in the

reform

The cost estimates for this investment packages were prepared on the basis of preliminary
scenarios delivered by experts at the Finnish Immigration Service, the Ministry for Foreign
Affairs and Business Finland. The cost estimates and the content of the development items
will be further specified once the decisions-in-principle, detailed specifications and work
volume estimates for the project models have been completed. At this time, the cost
estimates are based on the broadest project model, and they were prepared in such a way
that it is possible to adjust the development items flexibly according to changes in the
operating environment.

Delivering on the development items will require an estimated 20 person-years in
temporary human resources, front-loaded towards the first years of the investment

period. These person-years will mostly be allocated to the Finnish Immigration Service.

It is estimated that one person-year will be allocated to Business Finland, and person-
years may also be allocated to the Ministry for Foreign Affairs, depending on the
implementation scheme. The allocation of person-years will be specified as the investment
package is launched. The additional human resources may be provided either by
reallocating job duties of existing employees or by recruiting additional employees.
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Established practice in system development at the Finnish Immigration Service shows
that for each EUR 1 million or so in outsourced services, 3 person-years in internal human
resources are required to support it. It is not possible to outsource human resources in
system development, because these duties require in-house expertise and are included in
the Client’s responsibilities in the digital development outsourcing scheme. The additional
person-years will cover:

e afull-time operational architect responsible for example for project
management, monitoring and reporting, finances, risks and supervision of
the technical team,

e afull-time tester and quality assurance officer, and

e asubstantive expert e.g. for operational specifications, testing, approval,
training, publicity and change management.

The total costs of the investment package are about EUR 20 million. Funding for the
investment package will be mainly allocated to the Finnish Immigration Service, which
is the owner of the most important information system (UMA). Funding will also be
allocated, as agreed separately in the project, to budget items of the foreign affairs
administration, Employment and Economic Development Offices, Centres for Economic
Development, Transport and the Environment, Business Finland and the administrative
branch of the Ministry of Education and Culture.

No national funding has been allocated for this investment.

Challenges

Fixed-term additional investments are ineffective if there is no long-term commitment

to the reform across electoral terms. The challenges for this investment package are

the largely the same as for the reform it supports. Digital development items require
specific expertise, and finding and retaining suitable system experts has been identified
as a challenge. Legislative amendments and process reforms needed to accelerate

and streamline work-based and study-based immigration will cause extensive digital
development needs that must be implemented with a timetable quicker than is
customary in development cycles. Also, the legislative amendments and process revisions
involved in the reform will cause needs for client publicity and workplace communications
that must also be addressed quickly, at a high level of quality and with cross-sectoral
relevance.

Targets

The principal target of the digital infrastructure investment package is an automation-
driven and client-oriented overall process that significantly reduces the throughput time
for work-based and study-based residence permits from what it is now. The quantitative
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target is to accelerate the processing of work-based and study-based residence permits
to bring the average processing time down to 30 days.

The indicative benchmark for processing times is the average overall processing

time for processing residence permit applications by employees, experts and growth
entrepreneurs, which was 82 days in the period 2018-2020 (weighted by number of
permits). However, the benchmark figure varies greatly depending on the permit category.
The benchmark given above does not consider the differing processing times of permit
applications based on studies, entrepreneurship or other work. Therefore, the benchmark
figure is indicative only.

A milestone will be set of accelerating the processing of residence permit applications by
specialists and growth entrepreneurs so that the average processing time for applications
under the fast track scheme will be 14 days and that this average will be maintained in the
long term.

Details on the content and timetable of the development items can be found under
‘Timetable'

Implementation:

The investment package for a digital infrastructure in immigration is a substantial
cross-sectoral project where several administrative branches share responsibility for its
completion. The investment package will be coordinated by the Ministry of Economic
Affairs and Employment and steered by three further ministries (Ministry for Foreign
Affairs, Ministry of the Interior, Ministry of Education and Culture). The investment package
has been prepared on a front-loaded basis jointly with key participants such as the Finnish
Immigration Service. The steering group for the investment package will be the steering
group for the Development Project of Immigration Legislation and Permit Procedures or

a newly set up separate steering group if necessary.

Principal responsibility for delivering the project is with the Finnish Immigration Service,
which is the owner of the most important information system (UMA). The Ministry for
Foreign Affairs will also play a key role in information system development, because it
supervises the missions abroad that receive residence permit applications and because
it is the owner of the visa system. The Finnish Immigration Service will have principal
responsibility for communications and for client advice. Business Finland, Employment
and Economic Development Offices, Centres for Economic Development, Transport and
the Environment and operators in the administrative branch of the Ministry of Education
and Culture, and other essential operators as necessary, will participate in the project on
a discretionary basis, as appropriate for each development item.
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The investment will not generate a need for permanent personnel increases, only fixed-
term personnel specifically assigned to the development items in the project.

Investment target group

The target group for the digital infrastructure for immigration processes comprises all
persons applying for work-based and study-based residence permits in Finland; family
members of specialists and growth entrepreneurs applying for a residence permit on the
basis of family ties; enterprises recruiting international labour; and educational institutions
receiving international students. Streamlining and accelerating the permit processes

will benefit several official bodies, advisory organisations, clients, businesses and the
education sector.

Compatibility with rules on State aid
The investment does not involve any State aid. The investment concerns the improvement
of the digital infrastructure of Finland’s public administration.

Timetable

Several development actions will be taken as part of the investment package for

the digital infrastructure of immigration. The development items vary in scale and
effectiveness, their timetables partly overlap, and the implementation of one will affect
the timetable and order of others. The timetable and order of the development items
will be determined on an iterative basis as the project progresses. The timetable will be
influenced by decisions-in-principle to be made in the project to reform immigration
legislation and permit procedures (e.g. legislative amendment outline, decisions on how
to proceed), technical specifications and workload estimates. What is essential to consider
in planning how to proceed are the iterative cycles of agile development and flexible
scheduling in order to be able to prioritise the development items and further specify
them in ways that guarantee the optimum outcome from the perspective of the overall
target.

The following development items are included in the investment package for the digital
infrastructure of immigration:

1. new digital structures and functions

— augmenting the role of employers and educational institutions, EUR 2.5 million

— improving the consultation stage of the startup permit process,
EUR 0.325 million

— developing the required digital structures and functions according to the
decisions-in-principle to be made in the project to improve immigration
legislation and permit procedures during 2021, EUR 1 million
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2. system integrations and data transfer interfaces
— integration of visa and residence permit systems, data exchange
interfaces with the income register and Vera, integration of the
cash flow system into the UMA system, EUR 1.5 million
— other data exchange improvements related to the process
(including VHS interface), EUR 0.5 million

3. system development for filing and processing applications
— Enter Finland service development (including forms), EUR 0.4 million
— expanding the range of the Kamu chatbot, EUR 0.5 million
— improvement and automation of requests for supplementary information
and interviews, EUR 1 million
— direct delivery of residence permit cards, EUR 0.175 million

4. implementing the fast track
— system development for national visas (D visa), EUR 4 million
— outsourced application for receiving residence permits, EUR 2.1 million

5. skills for cross-administrative knowledge-based management
— improving statistics compilation and reporting, EUR 1 million

6. client advisory service, communications and marketing supporting the
revised process, EUR 0.2 million

7. improvements in usability and performance, readiness for introduction
and expanded automation rules, as required in the reform, EUR 3.5 million

Two milestones have been set for this investment package:

Milestone: Introducing a fast track process for experts, growth entrepreneurs and their
family members in order to shorten the average processing time for permits. The aim is to
accelerate processing of fast-tracked permit applications to bring the average processing
time down to 14 days.

The fast track pilot will be launched once the technical structures and client communication
facilities have been completed and once the issues in respect of legislation on the
processing of personal data have bene resolved. Criteria for measuring processing times
will be specified as part of this development item. Introducing the fast track will involve
piloting features such as new digital structures and functions for the adoption of and
automatic filing for D visas. The target is for the fast track to go live in Q2/2022.

Overall target: The average number of days needed to process work-based and study-
based residence permit applications will be reduced. Criteria for measuring processing
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times will be specified as part of this development item. The quantitative target is to
accelerate the processing of work-based and study-based residence permits to bring
the average processing time down to 30 days by the end of the project period (Q4/2024).

The following development items will be executed in the first phase of the investment
package:

e Technical development items related to the introduction of the fast track.
These development items include improvement of the e-transaction service
(EF) and the UMA service with features such as partial automation and service
design. New data exchange interfaces between UMA - VISA (visa system)
and UMA - OLEDES (Ministry for Foreign Affairs outsourcing application).
Descriptions and improvements of client paths.

e Direct delivery of residence permit cards

®  Further development of the Compliance Report (VHS) interface

e Development and automation of requests for supplementary information

® improving the consultation stage of the startup permit process - UMALite

e  First phase of statistics compilation and reporting development

Development items for communications are mainstreamed through the technical
development items in the investment package. The first modules for client guidelines,
communications and marketing will be completed as the fast track is ready for launching
as part of the first milestone. At the next phase, guidelines, communications and
marketing will likewise be deployed to respond to the specific needs of each development
item. The development items for communications will include client satisfaction surveys
whose findings will be used in project planning and in the evaluation of target attainment.

REFORM 4: Enhancing multiprofessional services for young people (P3C1R4)
Challenges

This reform involves enhancing multiprofessional services at Ohjaamo guidance points,
which are low-threshold services for young people. This action particularly concerns
disadvantaged young people and addresses issues in the current service system identified
in studies. The reform supports and reinforces other actions to improve the wellbeing,
education and employment of young people undertaken with national funding and ESF
funding. The Ohjaamo guidance points, which have been operating since 2015, have
received an estimated EUR 53 million in public funding. This includes both ESF funding
and national funding. The present reform will enhance the multiprofessional service
capabilities of the Ohjaamo guidance points in responding to the diverse needs of

young people. The purpose of RRF funding is to allow reallocation of existing permanent
resources, not to create a new permanent expenditure item. The target is that after the RRF
funding period, the Ohjaamo guidance points will have improved their multiprofessional
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capabilities and will be better able to respond to the needs of young people. The
incentive-based model willl encourage local authorities to add to Ohjaamo personnel,
and training organised on both national and RRF funding will help integrate social welfare
and health care with these low-threshold services. Local authorities will not be required

to recruit new permanent personnel; recruitment will only be necessary for the fixed term
covered by the RRF funding. The plan is to attain the target by creating strong incentives
for local authorities and for the forthcoming wellbeing services counties to integrate
Ohjaamo guidance points into social welfare and health care services on the one hand
and into education and training services on the other. The incentive-based model relies on
the assumption that after the RRF funding period the person-years recruited or reassigned
to Ohjaamo guidance points by local authorities will carry on working according to the
procedures created, if they have been hired as permanent employees. In other words,

the RRF funding is intended as a temporary catalyst for change.

Itis also possible that some municipalities or wellbeing services counties will not retain
the same human resources after the RRF funding period. But on the other hand, the

entire Ohjaamo concept was originally created based on the very same premise as in the
incentive-based model proposed here. When the Ohjaamo guidance points were set up,
ESF-funded personnel were employed for setting them up, and experts from Employment
and Economic Development Offices were brought over to them. Local authorities assigned
plenty of youth workers and also some public health nurses, social workers and social
advisors to the Ohjaamo guidance points. During that funding period, the operations were
brought up to speed, and eventually this service became a basic service provided with no
additional budget funding required. Ohjaamo guidance points continue to be supported
and improved through a variety of development projects, but their basic operations are

a fixture. The history of the Ohjaamo scheme shows how well the incentive-based model
works in practice. Finland has experience of similar incentive-driven development efforts.

Establishing a practice as permanent relies on successful strategic management,
incentives for local authorities and the training and development elements integrated into
the incentive-based model.

The purpose of the Ohjaamo scheme was never to increase the number of employees

in youth services but instead to revitalise workplace culture and operating practices.
Most of the experts from various sectors who work at Ohjaamo guidance points have
permanent posts in their respective organisations. Ohjaamo is not an organisation unto
itself; it is a service provided by a consortium of organisations. If an Ohjaamo guidance
point is shut down, the employees return to their home organisations. This principle
applies in the incentive-based model too. When a local authority recruits a new Ohjaamo
employee or updates the job description of an existing employee to weight it towards
Ohjaamo, the local authority may apply for funding from the RRF for hiring another
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person. The incentive-based model allows for the payroll costs of recruitments totalling
about 53 person-years. Since each local authority is required to provide a matched
contribution of 1 person-year, this translates into a pool of about 106 person-years
available for Ohjaamo operations.

The incentive-based model creates a temporary incentive for local authorities to either

a) recruit new employees for their Ohjaamo guidance point, or b) rewrite an existing
employee’s job description to make them more closely involved with it. In accordance with
policy guidelines, the incentive-based model will be principally aimed at social welfare
and health care services and at experts in the education and training sector. Studies show
that Ohjaamo guidance points should have a closer connection to the aforementioned
sectors. The incentive-based model will make it very attractive for local authorities to
pursue a closer connection between the social welfare and health care sector and the
education and training sector on the one hand and these low-threshold services on the
other. The incentive-based model reduces the risk for local authorities in developing

the new operating model. There is currently a shortage of labour in social welfare and
health care services, which has the effect of making local authorities unwilling to assign
‘seconded’ employees to the development of a new low-threshold service. The incentive-
based model reduces the risk for local authorities in developing the new operating
model. Various studies, surveys and reports show that young people need low-threshold
wellbeing services.

The incentive-based model will ensure that local authorities have the potential and
sufficient direct incentive to maintain and improve the multiprofessional service capability
of Ohjaamo guidance points. At the moment, about 50% of Ohjaamo personnel come
from municipalities and 25% from Employment and Economic Development Offices. The
majority of the municipal employees involved are youth workers. The remaining workers
are from the Social Insurance Institution (Kela) and NGOs, etc. The incentive-based model
brings a stronger presence of social welfare and health care services and of expertise in
the education and training sector to the Ohjaamo guidance points, in keeping with policy
outlines. Surveys conducted among Ohjaamo clients reinforce the message that the
demand for low-threshold mental wellbeing services for young people is high relative to
the capacity of the system. Studies of the effectiveness and operations of the Ohjaamo
scheme particularly recommend increasing the present of social welfare and health care
employees in the service network https://tietokayttoon.fi/-/10616/tutkimus-nuoret-
hyotyvat-monialaisia-palveluita-tarjoavista-ohjaamoista (in Finnish).

Enhancing multiprofessional capabilities helps Ohjaamo guidance points to respond to

the diverse needs of young people. Of the young people who are clients of Ohjaamo,
about 30% need information on employment, 22% need upskilling, and 26% have
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wellbeing or income issues. Young people also turn to Ohjaamo for information and
support for example on coping with everyday life, on health and on hobbies.

The incentive-based model will make it more worthwhile for local authorities to
enhance the multiprofessional capabilities of Ohjaamo guidance points. The point of
the reform is not only to provide more resources for Ohjaamo operations but also more
broadly to improve the Ohjaamo system and their multiprofessional services. Local
authorities making use of the incentive-based model can draw on a support structure
for multiprofessional services. This support structure will improve the capacity of local
authorities to establish the presence of social welfare and health care services and of
education and training services at Ohjaamo guidance points. Around the incentive-
based model there is a robust peer-learning network for Ohjaamo participants, through
which knowledge and best practices are shared. The support structure will work on

an effectiveness assessment for multiprofessional service and will also create models
for evaluating the long-term impacts of the incentive-based model. The effectiveness
assessment will strengthen the incentive for local authorities to establish this operating
model as permanent in the future.

Basically, all Ohjaamo guidance points can apply for support through the incentive-

based model, even if a guidance point applying is already offering social welfare and
health care services or education and training services. Otherwise, the programme would
not be equitable. All Ohjaamo guidance points will benefit from the enhancement of
multiprofessional services, even those that already offer the kind of services referred to in
the incentive-based model. If only those Ohjaamo guidance points that already offer social
welfare and health care services or education and training services were able to access the
incentive-based model, then the model would only reward those units that already have
multiprofessional services in place.

Targets

The target is that from 2024 local authorities (or wellbeing services counties) will have
practices in place for the assignment of experts from social welfare and health care
services on the one hand and from education and training services on the other to low-
threshold multiprofessional guidance points for young people. The idea is to link the
aforementioned sectors more closely to Ohjaamo guidance points during the RRF funding
period. The professionals concerned may be student counsellors, social advisors, public
health nurses or social workers. This requires training, peer learning and research. Support
measures will be offered both through a nationally funded coordination unit and through
training projects in the ESF+ programming period. The incentive-based model together
with national and ESF+ funding forms a strong foundation for improving the operations
of the Ohjaamo guidance points. No ESF projects have been discussed in practical terms
as of yet, but ESF projects will not be used to hire employees for Ohjaamo duties. An ESF
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project might provide training for experts but will not pay for personnel. The Ohjaamo
guidance points were originally launched with ESF-funded personnel, but their operations
have now become standard.

The role of the incentive-based model will be to provide leverage enouraging local
authorities to increase the availability of social welfare and health care services and of
education and training services at Ohjaamo guidance points. The end result will be that
local authorities (or wellbeing services counties) will have created models for integrating
social welfare and health care services and education and training services into low-
threshold service points for young people. There are already social welfare and health care
services being offered to young people on a low-threshold principle, but multiprofessional
services are a new approach that will take time to establish and requires a change in
workplace culture. In practice, the incentive-based model means that by recruiting new
expertise for an Ohjaamo guidance point, the local authority is eligible for funding for
another resource through the model. This will reduce the risk involved in developing

a new area of operation in basic public services.

The aim is to raise the combined percentage of social welfare and health care
professionals and of education and training sector professionals to 60% of Ohjaamo
personnel. This does not mean hiring extra employees; the existing personnel should
simply be tied more closely to providing low-threshold multiprofessional services for
young people. Ohjaamo is not an organisation unto itself and cannot recruit employees.
All Ohjaamo employees are employed by a background organisation, whether in local
government, an Employment and Economic Development Office or an NGO. The point
is thus in increasing the contribution of experts assigned from social welfare and health
care services and from educaiton and training services. No new experts need be hired.

What is essential is that during the RRF funding period the operating models must be
modified so that the operations can continue within the framework of the local authority’s
resources thereafter. In other words, the point is not to increase the payroll costs of local
authorities but to encourage them to reallocate their expert resources differently so as to
enhance their support for multiprofessional services.

The incentive-based model will supplement other national measures for strengthening
the Ohjaamo network. There are currently 70 Ohjaamo guidance points around the
country, with about 1,000 experts assigned there for at least one day a week. Ohjaamo
guidance points have been coordinated under the ESF-funded Kohtaamo project. The
Kohtaamo project will expire at the end of 2021, after which coordination aid will be
provided through a nationally funded aid structure. Ohjaamo guidance points have also
been supported out of other targeted ESF-funded projects and through a nationally
funded aid project. The ESF-funded aid projects have focused on issues such as fostering
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a multiprofessional workplace culture, improving career counselling provided at Ohjaamo
guidance points and offering mental wellbeing services.

In the bigger picture, investing in the improvement of the Ohjaamo network continues
the trend of expanding and improving multiprofessional services. Over the past decade,
numerous low-threshold multiprofessional service concepts have emerged. The Ohjaamo
network forms part of this trend. In autumn 2020, the Government also made a policy
decision to review and renew the legislation governing multiprofessional services.

The incentive-based model is directly aimed at strategic development of multiprofessional
services.

RRF funding will also be used for providing training for Ohjaamo employees with special
reference to multiprofessional services and to low-threshold services. Experience has
shown that experts must be trained in order to achieve a shift in and renewal of workplace
culture.

Implementation:

Recruitments made by local authorities for Ohjaamo services must be for experts in social
welfare and health care services or in education and training services, as specified above.
Instrument funding will be channelled through the KEHA Centre in the employment and
economic development administration. It must be ensured in the preparation that the
personnel recruited through the RRF will have access to the local authority’s information
systems and a direct link to the municipal social welfare and health care services. The
funding will be tied to employment contracts, which must specify the Ohjaamo connection.

Preliminary timetable for preparation:

e 2021 March-May: Preparing criteria on the basis of which local authorities
may apply for funding.

® 2032 May-August: Ensuring that local authorities have enough information
to make use of the incentive-based model.

® 2021 August: Local authorities may apply for funding to recruit personnel.
The employment relationships may last until the end of 2024.

® Q2/2023:The target is that the local authorities using the incentive-based
model will have made plans on how their operations will continue beyond
2024 and what support measures they require for this. Municipal officials
responsible for the project are to attend a development training course on
how to establish the incentive-established model as permanent.

® Q4/2024:The target is for 60% of Ohjaamo guidance points to offer social
welfare and health care services and education and training services on site.

Funding will be allocated on the basis of applications from local authorities and
agreements with the Ministry of Economic Affairs and Employment. Applications
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must be accompanied by details on the new expert working at the Ohjaamo guidance
point and their job description. If the new employee recruited or reassigned to the
Ohjaamo guidance point by the local authority has an employment relationship with

a shorter duration, aid may be applied for via the incentive-based model to even out
the employment relationship to the same length as that of the person-year recruited
by the local authority. If the local authority is considered not to be using the funding as
prescribed, the funding may be clawed back.

Stakeholder input

Extensive stakeholder networks are involved in the work of Ohjaamo guidance points,
including municipal sectoral authorities, NGOs and enterprises. Each Ohjaamo guidance
point has different networks, and it is not possible to describe them in detail here.
However, many studies have highlighted that Ohjaamo guidance points have the
potential to become local and regional focus points for providing services for young
people. Integrating social welfare and health care services into multiprofessional services
will enhance the network. Stakeholders are supportive of young people needing social
welfare and health care services, and conversely, an improved availability of these services
will support the efforts of stakeholders at the Ohjaamo guidance points.

Expected complications

There are a few identifiable potential complications, such as local authorities not being
interested in the incentive-based model or there being no social welfare and health care
personnel available for recruitment. On the other hand, there is preliminary interest in and
expectations for the incentive-based model in local government.

Reform target group

The target group for the reform consists of the 70 Ohjaamo guidance points and the
local authorities hosting them. Some of the Ohjaamo guidance points are hosted by a
joint municipal authority, but in these cases too the incentive-based model is targeted at
individual municipalities.

Compatibility with rules on State aid
The reform is being implemented with State aid. The reform is about improving Finland’s

public administration and does not involve a competitive field.

Implementation timetable
2021-2024. The funding application round will be opened in summer 2021.
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REFORM 5: Launching a new intermediate labour market operator offering
employment and services for persons with partial work ability (P3C1R5)

Challenges

The Government Programme states that, as part of the efforts to raise the employment
rate, the participation of persons with partial work ability on the labour market should be
increased. A person with partial work ability has a significantly lower chance of being hired
in a recruitment situation over a person who is not similarly impaired. Efforts are made

in projects under the Government’s work ability programme to lower this recruitment
threshold. The purpose of these is to develop services offered to the target group and

to direct demand for labour at the target group, for example by promoting the inclusion
of an employment obligation in public procurements. There are already intermediate
market operators in Finland offering fixed-term employment for persons with partial work
ability. However, there are those among persons with partial work ability for whom finding
employment on the open labour market, even with the services now being developed or
through the current intermediate labour market operators, is not possible. These persons
with partial work ability are at a particularly high risk of being permanently excluded from
the labour market.

Objectives of the reform

The target is to create a new, systematic, target-oriented and business-driven intermediate
labour market operator in Finland, set up as an enterprise, with the task of helping
persons with partial work ability to adapt into and find a placement on the labour

market. In its mid-term policy review session, the Government decided to establlish

a special-assignment company, to hire persons with partial work ability for long-term
employment relationships and then offer them as temporary agency workers to other
employers. One aim of the company is that some workers will eventually find employment
in the open labour market. Another purpose for this company to be set up pursuant

to the Government decision is to provide employment for people with developmental
disabilities who are currently in community employment that is not an employment
relationship. The new company will fulfil its mission by offering subsidised, custom-made
employment and the support needed for entering the open labour market. Long-term
employment will be offered to those persons with partial work ability for whom the open
labour market is not an option. Prime Minister Marin's Government decided to allocate
EUR 10 million per year as a government grant to the new special-assignment company

in the central government spending limits for the period 2022-2025. The Government
expects the new special-assignment company to generate an employment impact of
1,000 persons employed by the end of 2025.

Implementation of the reform

The first phase of the reform was completed when the investigator submitted a proposal
on the intermediate labour market operator on 9 February 2021. The investigator
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proposed the setting up of a new body, either an unincorporated state enterprise with
subsidiaries or a state-owned enterprise with subsidiaries. In both proposed models,
the actual business will be conducted by the state-owned special-assignment company.
Implementation of this model will require an Act to be enacted on the duties and
organisation of the special-assignment company and on the grounds for its government
grants. The implementation will also require that the duties of the company are spelled
out in its Articles of Association.

In its mid-term policy review session, the Government ruled that the model will be
implemented in the form of a state-owned special-assignment company whose
operations will initially focus on the most disadvantaged persons with partial work ability
and will initially be launched in 2 or 3 regions to be determined in further planning.
Further planning is currently ongoing under the leadership of the Ministry of Economic
Affairs and Employment and consists of: a) the Act on the new special-assignment
company (intended to enter into force in early 2022 and providing for the purpose,
duties, spheres of operation, official cooperation, organisation, funding arrangements
and ownership steering); b) drafting of the Articles of Association for the new special-
assignment company; c) ownership steering arrangements; d) arrangements to ensure
competition neutrality; e) selection process for employees; f) arrangements for services
available alongside the work and their relationship to the current service system. The
further planning will ensure that operations can be launched in early 2022.

Investment for the reform

The funding to be applied for is intended for the initial investments needed for the startup
phase of the new special-assignment company that will conduct the operations specified
in the reform. Operations will initially be launched in at least two regions. This will require
equity funding for a wholly state-owned limited liability company, which will be used for
procurement of facilities, tools and equipment, for the marketing required for launching
business operations and for combating negative attitudes towards persons with partial
work ability, and for payroll costs of the new company. Following the example of Samhall
in Sweden, the new intermediate labour market operator will be expected to generate
about 40% of its turnover from the sales of products, services or the labour of persons
with partial work ability. However, it is probably that sales will not reach this level in the
first few years. RRF funding will be used to cover costs during the lower sales in this initial
phase and to cover initial investments of the company.

The only task of the new intermediate labour market operator set up as an enterprise is

to provide a Service of General Economic Interest (SGEI) in providing employment for
persons with partial work ability for whom finding a job would be impossible without
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the help of such an operator. The funding need for providing this service is permanent

in nature. The funding need will be covered with a government grant paid out by the
central government annually. This grant has been set at EUR 10 million per year in the
government discussion on spending limits. The RRF funding being sought will apply to the
special circumstances in launching the company, at which point payroll costs and the cost
of procuring facilities, equipment and possibly raw materials will be the greatest relative
to sales. The company, being a new operator, will not have such resources available of
itself. The costs of the operations are currently estimated at EUR 25,000 per person for
whom employment is provided, from which sales revenue may be subtracted once the
initial investments have been made. Thus, RRF funding will be used in 2022 and 2023, and
thereafter sales should account for about EUR 15,000 per person for whom employment
is provided. The funding for the intermediate labour market provider will not include any
income security payable directly to the persons for whom employment is provided. The
persons with partial work ability to be hired for the new company will be hired on normal
terms and conditions of employment and pay. The equity funding for the new company
and the government grant paid for the SGEI provided will not include income security
payable directly to the employees.

Compatibility with rules on State aid

According to the proposal, the key duty of the business-oriented intermediate labour
market operator will be to provide employment for the most disadvantaged persons with
partial work ability. The company will thus have the exact same target group as Sambhall
Ab in Sweden, which is why the new company will be tasked with a special assignment:
to provide employment for persons in the target group as an SGEI. The European
Commission confirmed in its decision SA.38469 that the sheltered employment provided
by Sambhall is an SGEI as referred to in Article 2(1)(c) of the SGEI Decision. Because of the
equivalence of the target group and the employment measures, the government grants
to be paid to the new intermediate labour market operator to be set up in Finland will
similarly constitute compensation for the SGEI provided.

Because the issue of distorting competition was raised in respect of Samhall in Sweden,
the competitive advantage of the new intermediate labour market operator in Finland will
be restricted as part of this reform. The investigator proposed that the market share of the
new intermediate labour market operator should be limited and that its pricing should be
subjected to scrutiny by an independent committee.

Timetable
The investment for the reform is to be implemented in 2022-2023.
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INVESTMENT 2: Extension of the work ability programme and IPS model (P3C112)
Challenges

Service shortcomings in work ability support undermine the potential for supporting the
work ability and functional capacity of persons with partial work ability. It is likely that
these shortcomings also exacerbate socioeconomic differentials in work ability, functional
capacity and wellbeing between population groups. Multiprofessional services for persons
with partial working ability who are unemployed and have mental health issues are not
equally available or of equal quality in Finland’s various regions, nor are they equally
client-oriented or supportive of employment. Social welfare and health care services,
employment and economic development services, Social Insurance Institution (Kela)
services, local government employment services and occupational health services do

not work smoothly together. Integrated services and improved content are needed, and
methods for supporting work ability must be more widely adopted and new procedures
developed for referring clients to services with a low threshold and for identifying service
needs. The research data available on the impacts of services for persons with partial work
ability is insufficient.

The Ministry of Social Affairs and Health has awarded government grants to 22 projects
out of the work ability programme for supporting the work ability of the unemployed.
Work ability support services still do not have nationwide coverage.

Targets

Actions of the work ability programme will be extended to cover 5 regions. The aim is to
make work ability support services equally available and accessible. Multiprofessional
cooperation and client advisory services for work ability support packages have been
established between employment services on the one hand and social welfare and health
care services on the other, with the services integrated into social welfare and health care
services and into public employment and economic development services. Extension

of the work ability programme will extend coverage of the programme to an estimated
additional 1,100 unemployed persons with partial work ability.

The Individual Placement and Support (IPS) operating model will be extended to six
hospital districts in order to facilitate equitable entry to and exit from the labour market
of persons with mental health issues and their job retention. Expanding the IPS model
will extend coverage of the services to an estimated additional 450 clients. Expanding the
IPS operating model will facilitate equitable entry to and exit from the labour market of
persons with mental health issues and mental health rehabilitees and their job retention.

The individual placement and support (IPS) model involves implementing evidence-based

practical work training to support employment as a service incorporated into integrated
psychiatric treatment and rehabilitation. The target group comprises persons of working
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age (18 to 64) diagnosed with mental health problems. In order to expand the model

to nationwide coverage, 6 projects funded with government grants will be launched.
According to the OECD (2020), an amazing 70% of Finland’s unemployed have more than
one obstacle to employment. Mental health problems are a major factor.

Findings show that 37% on average of those receiving IPS services had found employment
when the target group consisted of persons with mental health problems. The impacts of
the method are thought to be diagnosis-neutral and suitable for other challenging target
groups too.

Professionals in services for the unemployed and operators in the workplace know how to
support the work ability and employment of persons with partial work ability in a client-
oriented, multiprofessional way. Additional human resources are needed for regional
coordinators to ensure that the investment is properly carried out.

The execution, outcomes and impacts of the work ability support will be evaluated

with a study. A register study will be conducted in the evaluation and monitoring study
for the purpose of following employment and earning periods, use of unemployment
benefits and other benefits and use of services (employment services, health care services,
rehabilitation services, social services).

Implementation:
The investment is a coherent package whose elements are mutually complementary.

1. Extension of the work ability programme: The Ministry of Social Affairs and
Health will launch an application round for central government grants to
local authorities and joint municipal authorities in order to increase the
regional coverage of the service package for unemployed persons with
partial work ability. In order to ensure the competence of professionals and
the quality of services in various services such as revising the content of
health examinations for the unemployed, a multiprofessional network will be
set up in the regions.

2. Expanding the IPS model: The Ministry of Social Affairs and Health will launch
an application round for central government grants to hospital districts. The
projects involve modelling the practices for implementing evidence-based
IPS model in practical work training as a service incorporated into integrated
psychiatric treatment and rehabilitation. To support the regional projects, the
Finnish Institute for Health and Welfare will 1) recruit a regional coordinator,
2) provide IPS method training for hospital districts, and 3) extend the
introduction of the quality tool to hospital districts.
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3. Strengthening the know-how of professionals: Digital training for work
ability support will be designed and delivered for social welfare and health
care services, employment services, rehabilitation services, professionals in
NGOs and operators in workplaces. The training will be aimed at professionals
who work in services for persons with partial work ability. Digital training
for trainers of work ability coordinators will be designed and delivered to
support the launch of work ability coordinator training in the training system.

4. Work ability coordinators will be appointed for Employment and Economic
Development Offices to support implementation of actions in the work
ability programme and the IPS model.

5. Impact assessment in planning: The actions, outcomes and impacts
of the work ability programme and the IPS model will be evaluated with
a multimethod, multilocation and multiactor study. The findings can be used
as input in the social security reform.

Investment target group

Unemployed persons with partial work ability, jobseekers and workplace communities,
professionals in social welfare and health care services and in employment and economic
development services, local authorities, joint municipal authorities and workplaces.

Compatibility with rules on State aid

No conflicts with rules on State aid have been discovered in the project planning.
Investments will be made with the aid of government grants paid out to local authorities,
joint municipal authorities and hospital districts. The investment does not concern

a competitive business.

Timetable
The reform will be implemented in 2022-2024.

INVESTMENT 3: Mental health and work ability as prerequisites for employment
and productivity. (P3C113)

Challenges

Workplaces and occupational health care services do not have sufficient competence,
means or methods for helping employees with mental health issues or for supporting
their work capability, or for addressing risk factors in a timely fashion. It is particularly
challenging to understand the importance of proactive work ability support and the
need to focus actions not only on the individual but also on the workplace environment.
Performing effective actions is complicated by the fact that information on mental health,
work ability support and fostering wellbeing at work is fragmentary. It is difficult to find
relevant information on the websites and in the digital services of various operators, and
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it is difficult to estimate which solution is the best fit for which situation. Even if effective
actions or relevant information content exist, they may remain undiscovered.

Even before the coronavirus pandemic, mental health issues and perceived stress at work
tended to concentrate in particular employee groups. Some may have been able to work
remotely, while others have had to continue working in client service despite the pandemic.
This forced them to work in fear of themselves and their family members falling ill.

In remote work, on the other hand, problems included a lack of social support and the
challenges of reconciling work and other life and taking appropriate breaks. Indeed, the
coronavirus pandemic has created new occupational safety and health challenges for
workplaces. It is of particular concern how young employees are coping. Young employees
have been slower than others in recovering from work-related stress during the pandemic.
The lacklustre econimic outlook caused by the pandemic complicates access to working
life particularly for young people.

In these exceptional circumstances, many workplace communities have been obliged

to take rapid action and to adapt to constant change. For an organisation to remain
functional, it must have workers who feel well and resilient workplace communities.

In many critical fields, such as in social welfare and health care services, psychosocial
environmental loads in the workplace environment can be considerable even under
normal conditions, as in challenging encounters with clients and patients. Managing
psychosocial stress and having access to proactive mental health support are of crucial
importance in exceptional circumstances. Prolonged work-related stress is associated with
various physical conditions, such as musculoskeletal disorders and diabetes and with the
risk of occupational accidents.

The challenges here include: a lack of ability in identifying work ability risks; the fact that
work ability support measures tend to be reactive rather than proactive; focus on the
problems of an individual with no organisation-level measures; dysfunctional cooperation;
ambiguities in responsibilities for work ability support measures; and shortening of work
careers.

Targets

The target of these actions is to boost employees’ mental health and work ability in
working life. As part of deployment, previously developed methods and approaches

for supporting mental health that have been assessed as effective will be distributed to
workplaces and occupational health care services. These methods include the ‘Wellbeing
at work test’ (a self-assessment tool), adapting an employee’s work to correspond to their
work ability, or assigning an employee shifts so as to support recovery and regaining

of work ability. Digitalisation and service design of existing forms of support for mental
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health and work ability will be undertaken. Virtual mental health support training and
coaching sessions will be designed, the content of which will be available for use beyond
the end of the project period. The package will include actions to increase awareness of
rehabilitation and familiarity with the services of the Social Insurance Institution (Kela).

A shift in workplace culture is also sought, for the purpose of focusing on proactive work
ability support in cooperation with occupational health care.

A virtual portal will be set up on the‘single digital gateway’ principle to make it easier

to find information on work ability support — the ‘Work Ability House' The virtual ‘Work
Ability House' will bring together methods, services and information content produced

by various service providers, evaluated as being of high quality and effective. The ‘Work
Ability House' will contain tools for work ability assessment and a guidance service for
finding methods for particular service needs; these methods will be immediately available,
with guidance on how to use them. The ‘Work Ability House’ will consider the needs of
employers (supervisors, HR), methods for employees’ self-assessment and self-help work
ability support methods, the information needs of occupational health care professionals
and methods for working with clients. The virtual ‘Work Ability House' will also refer users
to the appropriate services (e.g. rehabilitation services) or provide information on benefits
(e.g. partial sickness allowance).

For young people and for people of working age starting their working career or
transitioning, low-threshold mental health support will be provided along with tools and
knowledge for supervisors for helping young employees. Work ability, wellbeing and
coping will be supported particularly in the occupations worst hit by the coronavirus
pandemic and those where the perceived workload constitutes a health risk.

The purpose of the investment package is to foster robustly proactive work ability
leadership rooted in the identification of human resources and risks and manifesting itself
at the strategic level in the organisation. Organisations will be taught to identify needs

for various kinds of support at various stages of an employee’s career (young, mid-career,
ageing) and to create career paths contributing to work ability. Managing disability risks
will affect the cost trends of disabilities.

The actions to be taken will consider simultaneous support for mental and physical work
ability, the link between workplace environment factors and employees’ mental health,
and the link between mental health and factors such as occupational accidents, costs,
turnover and skills. Capacity for renewal and change agility will be fostered in workplace
communities.
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Implementation:

The Ministry of Social Affairs and Health is responsible for steering the implementation.
For the actual implementation, an application round for government grants will be
announced and the necessary procurements will be made, or a jointly funded project will
be launched. There are several possible project participants and partners: research and
development institutions in the sector, professional organisations, wellbeing and health
organisations, the Social Insurance Institution (Kela), academic universities and universities
of applied sciences, vocational education institutions, young people’s workshops and
student organisations.

The module concerning support for various occupations will be prepared in tandem
by the Ministry of Social Affairs and Health and the Ministry of Finance. The action plan
for working life and good mental health will be partnered with in respect of means
and methods to support mental health. In respect of support for persons with partial
work ability, the work ability programme will be partnered with. The networks will

also cooperate closely with the WORK2030 programme included in the Government
Programme. Other programmes, projects and networks will also be considered in
cooperation.

Investment target group

The investment target group comprises supervisors and managers at workplaces,
personnel, HR professionals, occupational safety and health officers, shop stewards

and occupational health care experts. Actions will be targeted at both large and small
workplaces. The target group further includes young employees at the beginning of their
work careers, young people transitioning from training to employment, supervisors at the
young employees’ workplaces, and bodies that provide guidance and training for young
people in vocational education and training.

Compatibility with rules on State aid

No conflicts with rules on State aid have been discovered in the project planning. The
investments will be partly made with the aid of government grants. The investment is
aimed at development work in the public sector or the third sector and not at competitive
business.

Timetable
The actions will be carried out in 2022-2024.
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Open strategicindependence and security matters

No direct impact.

Trans-border and multinational projects

No direct impact.

Green dimension in the component area

The actions in this component area will not have demonstrable positive impacts on the
targets of the green transition, such as emission reductions or the adoption of renewable
energy sources, but neither will it have negative impacts.

Digital dimension in the component area

The investment and reform package in this component area is 24% supportive of the
digital transformation.

Investment P3C1R1 ‘Nordic labour market service model’is related to the intervention
field Government ICT solutions, e-services, applications (011) and is 100% supportive of
the digital transformation, because the investment will involve creating the high-quality
online services required for the client-oriented approach in the Nordic labour market
service model and systems supporting the functions of employment services.

Investment P3C111 ‘World-class digital infrastructure to support migration of skilled
labour’is related to the intervention field Government ICT solutions, e-services, applications
(011) and is 100% supportive of the digital transformation, because the investment
concerns information technology solutions and services for which the central government
is responsible and which are used to support the administrative duties of the public
administration. The investment will reinforce ICT services and telecommunications
solutions that support the discharging of the duties of the public administration in various
organisations and promotes the streamlining of residence permit processes through
digitalisation.

Also, digital online tutoring and online platforms for support for mental wellbeing are
being developed for the Ohjaamo guidance points. The support structure forms part of
this bigger picture.

The reforms and investments support the digital transformation in various administrative
branches, including in the duties of operators in employment and economic development
services and social welfare and health care services. Digital solutions will significantly
change the potential for evaluating clients’ work ability and functional capacity with
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jointly and nationally agreed indicators. Going forward, a shared knowledge base will
facilitate leading with information in matters to do with work ability and employment

support. Comparable nationwide data will support the deployment of best practices.

The investments will facilitate new potential for clients themselves to monitor their work

ability and functional capacity.

Do No Significant Harm

The investment and reform package in the component area complies with the criteria
of the Do No Significant Harm (DNSH) principle. For a more detailed description, see

Appendix 3.

Costs to be covered out of RRF funding

Investments in the package: EUR 170 million.

Nordic labour market service model (investments in ICT systems and added
resources for Employment and Economic Development Offices as required for
implementing the model), EUR 90 million

Streamlining work-based and study-based immigration and easing
international recruitment (building an automation-based digital
infrastructure to support the immigration of skilled labour), EUR 20 million
Supporting young people (enhancing multiprofessional services and
effectiveness at Ohjaamo guidance points), EUR 13 million

Wellbeing at work, productivity and improving work ability in working life
(setting up a new intermediate labour market operator, service system for
persons with partial work ability, mental health actions to support work
ability, public-sector work ability programme), EUR 47 million

UPSKILLING AND CONTINUOUS LEARNING REFORM

Description of component area:

Policy area: Education and training

Targets: The reforms and investments in this component area will support upskilling
and raising educational attainment and reskilling existing competences to cater to
new competence needs in working life. Upskilling and raising educational attainment

will boost the long-term growth potential and renewal of working life, enterprises

and society at large. Digitalisation will be used to build completely new services for

continuous learning and upskilling that can be provided across levels of education
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and across sectoral boundaries, and location-autonomous and time-independent.
Forecasting of competence needs shows that the need for labour with university-
level qualifications in particular will increase, and it is thus vital to reform university
education systemically, making use of digitalisation.

Reforms:

1. The aim with the continuous learning reform is to reform the competence
services offered to the working-age population and how they are provided,
to improve the forecasting of changes in working life and to target training and
guidance to under-represented groups and to sectors undergoing structural
change. Improving guidance and the mapping of skills will help people remain
employed and part of the workforce and also make the individual investments in
education and training more effective. The actions presented here will establish
structures and operating models required for the reform and will accelerate
implementation of the reform.

2. The continuous learning digitalisation programme will consist of two mutually
complementary projects: a digital service package for continuous learning,
spanning the entire education system across administrative boundaries, and a
digitalisation and flexible learning package for the university level. The changes
sought are systemic in nature and will facilitate the revitalisation of digital
services, operating models and processes to support competence renewal.

With these solutions, an increasing number of people will have access to or can
be easily referred to the latest knowledge and education at reasonable cost,
while the quality of the education will improve and its effectiveness will increase.

3. Upskilling, reforming continuous learning and digitalisation and modernisation
of education in Aland will consist of three modules: digitalisation and
modernisation of education; improving and updating digital control and
leadership systems; and new learning paths in digitalisation, automation and
renewable energy in study modules.

Investments:

1. Starts at universities will be increased to fuel the renewal of the national
economy and to mitigate the negative impacts of the coronavirus crisis by
improving access by young people to university studies.

Estimated costs:

The overall costs of the continuous learning reform will be about EUR 84 million,
of which EUR 44 million is to be covered out of the RRF.
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The overall costs of adding starts at universities will be about EUR 35 million,
of which EUR 15 million is to be covered out of the RRF.

The overall costs of the continuous learning digitalisation programme will be
about EUR 46 million, which is to be wholly covered out of the RRF.

Aland: The overall costs of upskilling, continuous learning reform and
digitalisation and modernisation of education will be EUR 2.7 million, which is

to be wholly covered out of the RRF.

Principal challenges and targets
a. Principal challenges

Working life is changing rapidly, and so are its competence requirements. The principal
change factors are globalisation, technological advancements and age structure. An
increasing number of people find themselves having to switch occupations.

Technological advancements eliminate old jobs and occupations but also create new
employment. The change is asymmetrical in terms of the skills required, because the
majority of the new jobs created require university-level competence. At the same time,
the employment outlook for people without post-comprehensive education is declining
as the number of low-skill jobs decreases. The employment rate for persons of working
age who had no education beyond comprehensive school was only 43% in 2018, yet there
are more than 300,000 of them in the labour force.

Structural change in the economy is picking up pace with the coronavirus pandemic.
Unless the skills of the population can match up to new demands in working life, the
potential of growth industries in revitalising the labour market and in fuelling economic
growth cannot be realised. It is better for both individuals and society at large if transitions
from job to job or from occupation to occupation do not proceed via unemployment.
Without carefully considered investments in upskilling, we are facing a shortage of

skilled labour that will hinder economic renewal and, at the same time, increasing
unemployment among people with a low educational attainment. We will then be unable
to leverage the potential of growth industries.

The OECD noted in its report Continuous Learning in Working Life in Finland, published
on 19 February 2020, that Finland faces significant challenges in alignment of education
and training, leading to disproportionate concentration of education and the complete
exclusion of certain population groups from upskilling and a mismatch of supply and
demand on the labour market.
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Digital skills and competencies must be reinforced to support the upskilling needed
to deal with the transition in working life and in society at large, and this will require
improvement of both infrastructures and services. Digitalisation supports a society

of continuous learning that is networked in new ways, is location-autonomous and
facilitates new kinds of services. This will require secure and reliable services, practices
and processes.

b. Targets

The target is to invest in upskilling and raising educational attainment in Finland and

to reform the continuous learning system to correspond to future competence needs.
Raising skill levels and educational attainment will boost the long-term growth potential
and renewal of working life, enterprises and society at large, and employment.

Existing services supporting continuous learning and upskilling will be updated, and new
services will be created to make smart use of knowledge bases and to bring together
existing online services on a client-oriented basis and across administrative boundaries.
These services will help renew operating models in upskilling and education to support
continuous learning.

The continuous learning reform and the continuous learning digitalisation programme
address the recommendation given in the 2020 European Semester whereby Finland
should improve the skills of adults, including those with a low educational attainment,

in fields of relevance for the labour market. Reskilling and continuing education

are in a key role in retaining employability in the labour force in an economy that is
becoming increasingly digital and increasingly green. The reforms also address the 2019
recommendation to improve incentives to accept work and enhance skills and active
inclusion, notably through well-integrated services for the unemployed and the inactive.
The recommendations given in the 2020 European Semester also raised the importance of
ensuring a sufficient number of university starts vis-a-vis the employment outlook in each
field and region.

The continuous learning reform and digitalisation programme support the EU flagship
area ‘Reskill and Upskill, where investments and reforms are expected to focus on digital
skills and training and on upskilling in all age groups.

Upskilling and continuous learning reform support the targets of the social rights pillar
for equal opportunities and access to the labour market so that everyone will have the
right to high-quality, inclusive teaching, to training and lifelong learning for upskilling
and reskilling that will allow them to function as full-fledged members of society and to
engage with the labour market.
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The continuous learning reform and digitalisation programme will support smooth
transitions from working life to training and back throughout an individual’s career.
Targeted actions will improve the employment prospects of under-represented groups
in particular and will facilitate the reskilling of persons currently employed in sectors
undergoing structural change. The reform will also boost regional vitality.

On the social scoreboard of indicators, the reform will boost ‘Adult participation in
training, ‘Tertiary education attainment’and ‘Individuals’ level of digital skills’ The
reforms and investments will also have an indirect impact in reducing the gender gap
in employment, increasing general government expenditure in education, raising the
employment rate and lowering the unemployment rate.

The reforms and investments also contribute to the targets of the European Skills Agenda,
the Pact of Skills, the European training area and the new VET Recommendation (2020/
C417/01).

C National strategic circumstances

The component area is linked to the Government Programme objective that states that
the level of education and competence among the population will rise at all levels of
education, differences in learning outcomes will decrease, and educational equality will
increase, and also that continuous learning will be reformed.

According to the Government Programme, a parliamentary reform of continuous learning
will be undertaken to respond to people’s lifelong need for upskilling and reskilling.

The outline for parliamentary preparation of the reform was completed in December
2020 (‘Competence secures the future. Parliamentary policy approaches for reforming
continuous learning!).

The parliamentary group outlined 27 actions for attaining the targets. EU RRF funding will
be used for funding actions with significant leverage for achieving the reform.
The parliamentary reform project will continue until 31 March 2023.

At the government budget session in autumn 2020, the Government decided to reinforce
the organising of continuous learning. In accordance with the Government decision, the
Ministry of Education and Culture and the Ministry of Economic Affairs and Employment
will work with labour market organisations and regional administrations to set up a
service centre for continuous learning and employment services that could open in 2021.
The service centre will play a key role in delivering the key actions in the continuous
learning reform.
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The vision for Finnish higher education and research in 2030 stated that Finland needs
more skilled labour, high-quality university-level education and RDI activities than at
present, along with robust links to new information produced elsewhere. The Government
Programme states that we will look for solutions to increasing the level of education,
reducing the backlog of applicants and addressing the lack of skilled workers across
sectors and regions by significantly increasing the number of starts in higher education. In
the interests of upskilling and raising educational attainment, the Government has already
decided to increase the number of starts at universities by more than 10,000 in the period
2020-2022.

Itis also noted in the Government Programme that digitalisation will be mainstreamed
at the various levels of education and that the university system will be developed as a
plaftorm for learners and continuous learning. Information systems will be improved to
facilitate the flexible completion of studies at various universities.

Description of reforms and investments in the component area
a. Reforms

REFORM 1: Reform of continuous learning (P3C2R1)

Challenges

Technological transition, internationalisation, global challenges, the state of the
environment and climate change are shifting competence requirements in the population.
The coronavirus pandemic has, among other things, accelerated the rate of change in
digitalisation and the transition in working life, thereby raising new challenges in the
labour market.

The OECD noted in its report Continuous Learning in Working Life in Finland, published
on 19 February 2020, that Finland’s education system is of a high quality and that
Finnish adults have a high skill level and high participation in adult education. However,
Finland faces significant challenges in alignment of education and training, leading to
disproportionate concentration of education and the complete exclusion of certain
population groups from upskilling and a mismatch of supply and demand on the labour
market. In order to respond to future changes in working life, Finland should be able to
pursue a more comprehensive policy of continuous learning and to focus education and
training much better than at present. The OECD recommended for example that Finland
should draw up a comprehensive strategy for continuous learning, make training offers
more labour market relevant, develop a programme of short courses as an alternative to
degree programmes, strengthen steering mechanisms in training offers and systematise
the use of skill assessment and forecasting information. The OECD further recommended
support measures, such as outreach activities, guidance and tailored education
programmes, for adults with low skills.
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Targets

The continuous learning reform will boost the long-term growth potential and renewal
of working life, enterprises and society at large while improving employment and
regional vitality. It will also make education and training programmes more responsive
to the needs of working life and make the service system more flexible and reactive. The
reform will speed up our recovery from the coronavirus crisis and improve the availability
of skilled labour. The aim is to avoid a lack of competence becoming an obstacle to

the recovery of working life and of society at large. The reform will also improve the
employment prospects of under-represented groups in particular and will facilitate the
reskilling of persons currently employed in sectors undergoing structural change.

The policy outline for the parliamentary continuous learning reform as specified in the
Government Programme was completed on 17 December 2020. The reform project will
continue until 31 March 2023. In 2021 and 2022, the actions needed for implementing

the policies will be charted, including legislative amendments, funding and operating
models. The targets and actions under RRF funding have been defined so as to support
attainment of the targets of the parliamentary reform. The actions presented here will
establish structures and operating models required for the reform and will accelerate
implementation of the reform. After the project period, the parliamentary continuous
learning reform and the continued operation of the structures set up will be funded out of
the central government budget.

The parliamentary reform includes targets set for long-term development and key
indicators for monitoring this. The most important indicators are: skill level and
educational attainment of the working-age population; participation in continuous
learning; and skills shortages underlying recruitment problems in enterprises. Target levels
will be set for these key indicators during spring 2021.

Effectiveness monitoring for continuous learning actions will be designed as part of the
parliamentary reform. The VN TEAS project will involve investigating the effectiveness of
continuous learning actions launched in 2020 and creating a qualitative and quantitative
monitoring system. The project results will be available in 2022.

Nature and scope of the reform

The purpose of the continuous learning reform is to manage continuous learning as a
phenomenon-based, mainstreamed approach. This is a major systemic reform across
administrative boundaries for the purpose of comprehensively analysing the offering,
funding and benefits of the education and training provided for the working-age
population. The reform will have an impact on the upskilling and reskilling of Finland’s
entire working-age population. The actions proposed for funding under the EU RRF will
enhance and accelerate this systemic reform.
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Implementation:

The continuous learning reform will involve improving access to and the effectiveness of
forecasting data; creating an education and training offering that is based on forecasting
data, has working-life relevance and is targetable; and increasing outreach activities,
support measures and low-threshold education and training for under-represented
population groups. Guidance, skills surveys and competence needs assessments will be
deployed to prevent the flow of people of working age into unemployment and out of
the labour force, and simultaneously to improve the supply of skilled labour. Competence
identification tools will be developed to improve the targeting and effectiveness of
education and training investments.

Key measures include the following:

e Setting up a continuous learning and employment service centre to allocate
continuous learning resources and to facilitate putting the reform into
practice.

® Launching training programmes to address structural changes in working
life. Focusing training specifically on the digital transformation (at least 15%
of the training to be funded) and the increasing presence of online platforms
and new production methods in working life and in society at large, and
on providing citizens with a command of these new tools. Training will
also be provided to support a just transition to a carbon-neutral society (at
least 5% of the training to be funded). Designing, piloting and delivering a
supplementary training model independent of level of education.

® Improving the skills of population groups under-represented in training (e.g.
the elderly) through outreach activities, guidance services, support measures
and low-threshold training. Introducing studies to enhance basic skills and
capability for further study.

e Developing a forecasting system for labour and competence needs, with
specific reference to the need for upskilling among the working-age
population. Particular development points include the medium-term
forecasting model, classification of competence needs and a new forecasting
reporting system.

e Enhancing guidance coordination. Compiling information on the availability
and quality of guidance services, practices and tools for the use of providers
of guidance services. Improving the skills of professionals in guidance services
and providing them with continuing education on digital skills, language and
culture awareness, the green transition and promoting gender equality.

e Designing and delivering models for identifying individuals’ competence
needs and for motivating and launching upskilling at workplaces. The aim
here is to prevent individuals from drifting into unemployment and out of the
labour force.
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e (reating tools and methods for identifying competence acquired at the
workplace or elsewhere by augmenting the frame of reference for degrees
and other qualifications, or by introducing digital badges and other skills
descriptions.

The Ministry of Education and Culture and the Ministry of Economic Affairs and
Employment are jointly responsible for the progress of the reform and for steering

the continuous learning and employment service centre, which in turn is responsible

for providing funding for training and other skills services and, to a large extent, for
coordinating development measures. The training funded by the service centre will be
provided by educational institutions, universities and other providers of knowledge
services. The service centre will work closely with regional operators. Development of the
forecasting of labour and competence needs will be the responsibility of the National
Agency for Education, the KEHA Centre - i.e. the Development and Administration Centre
for Centres for Economic Development, Transport and the Environment (ELY Centres)

and Employment and Economic Development Offices (TE Offices) — and the service
centre. The KEHA Centre and the service centre will be responsible for work on guidance,
competence assessment and validation. This is to be undertaken in close cooperation with
stakeholders.

Stakeholder input

The continuous learning reform will be monitored and supported by a parliamentary
group with representatives from all parliamentary parties. The work of the parliamentary
group will be supported by a group of representatives of trade union federations. The
reform will also have an extensive monitoring group with representatives from key
national stakeholders and from various levels of regional administration.

Allocation of the appropriations for the continuous learning and employment service
centre will be governed by a body consisting of representatives of central labour market
organisations.

A coordinating project will be set up for improving forecasting, involving the Ministry
of Education and Culture, the continuous learning and employment service centre, the
National Agency for Education and the KEHA Centre.

Labour market organisations and other key stakeholders will be involved in the
competence assessment and validation project.

Expected complications

Potential complications for implementing the reform include: delay in the launch of the
continuous learning and employment service centre; conflicting targets of the parties
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involved; lack of necessary technological know-how; and changes in the operating
environment. Delays may lead to additional costs and postpone the attainment of
benefits.

If necessary, obstacles will be reacted to, and operations will be adapted by prioritising
essential elements so that the targets set can be attained.

Reform target group

The actions of the continuous learning reform are aimed at everyone, regardless of their
labour market status: employed persons, unemployed persons and persons outside the
labour force. The new, targeted training will be principally aimed at employed persons
and persons outside the labour force, who currently have only limited potential for finding
flexible, tailored training packages. The target here is to encourage upskilling among the
working-age population, thereby facilitating remaining at work and mitigating the risk of
unemployment. The training offering will be mainly aimed at competence needs arising
with the emergence of new innovations or technologies.

The target group for the actions in the reform includes operators providing the services:
education and training providers, universities, educational institutions and other providers
of knowledge and guidance services. Development projects will be deployed to improve
the quality and consistency of services offered to individuals and enterprises.

Compatibility with rules on State aid

Some of the funding will be allocated to educational institutions and universities that form
part of the public education system and are therefore under public supervision. However,
their operations are not considered business operations, and thus the rules on State aid do

not apply.

Some of the funding will be allocated to education and training providers through
procurement procedures that align with the TFEU principles. This will ensure that no single
operator will gain an advantage, assuming that prices are set at market rates.

The exact distribution of funding between the two has not yet been decided.

Implementation timetable
The continuous learning reform will be implemented in 2021-2024.
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REFORM 2: Continuous learning digitalisation programme (P3C2R2) Challenges
Challenges

The ability of Finnish society to thrive in global competition depends on a high skill level.’®
Finland’s education system needs a systemic overhaul to be able to offer the newest skills
and upskilling amidst increasingly tight international competition. The coronavirus crisis
has exacerbated acute problems in the labour market and accelerated structural change,
and therefore the performance of the education system and employment services must
be ramped up in the very short term.

Digitalisation is a major change driver and resource for the future. It will have an impact on
skill and competence requirements in working life and on means for upskilling in keeping
with changes in the operating environment. The digital transformation is a huge systemic
change, requiring broad-based, long-term shifts in attitudes, practices and structures, all
happening at the same time.

We must seek solutions to how the public administration, universities and education
providers can operate across administrative boundaries and how the various upskilling
operators and services can act in diverse environments to formulate the solutions required
by learners.

An extensive digitalisation programme is needed to produce learning-oriented operating
models, digital services and knowledge bases to cater to individuals and to support We
need to develop existing and new digital services to support continuous learning and
systemic revitalisation of universities and their client-oriented and needs-oriented service
packages in order to support systemic change in society at large.

The digital transformation and new smart services depend on reliable, available
high-quality data. Because of the fragmented nature of currently available data, new
knowledge bases must be built and existing ones expanded so that the required data
will be of high quality and available to the various services on time and correspond to a
wide range of information needs. We must shift from an organisation-oriented approach
to a client-oriented approach. Learners must be given the opportunity to grow their skill
capital flexibly, depending on their circumstances at any given time, throughout their
lives.

The continuous learning digitalisation programme will consist of two mutually
complementary packages: a digital service package for continuous learning, spanning

16 National Agency for Education (2020): Koulutus ja tydvoiman kysyntd. Available: https://www.oph.
fi/sites/default/files/documents/koulutus_ja_tyovoiman_kysynta_2035.pdf (in Finnish).
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the entire education system across administrative boundaries, and a digitalisation and
flexible learning package for all universities. The compatible solutions to be devised in the
programme will offer an improved range of services, service chains and service packages
to cater to clients’ needs while reducing duplication of work by various operators and
making more efficient use of resources and practices.

The digitalisation programme will genuinely overhaul operating practices across
administrative boundaries, as it will be jointly set up by the Ministry of Education and
Culture, the Ministry of Economic Affairs and Employment (including the National Agency
for Education and the KEHA Centre) and universities. Actions will be taken forward in close
cooperation with stakeholders.

The point here is not just to build a digital infrastructure but to achieve a broader reform
of operating practices and cultures and the legislative framework so as to harness the full
potential of digital solutions.

The continuous learning digitalisation programme addresses the recommendation to
focus investments on the green and digital transition. The reforms also address the 2019
recommendation to improve incentives to accept work and enhance skills and active
inclusion, notably through well-integrated services for the unemployed and the inactive.
The reform is related to the flagship area ‘Reskill and Upskill-

Targets

The target is to deliver a continuous learning digitalisation programme to facilitate and
accelerate an overhaul of the education system and employment services by creating a
digital operating environment and new services. The changes being sought are systemic
in nature, and their positive impacts will be multiplied through increased efficiency in
education investments.

Changes can be achieved in stages, and some services can be brought on stream relatively
quickly.

There are currently both national services and operator-specific services supporting
continuous learning. As an example, Studyinfo.fi is a service that is already up and running.
Itis a portal for applying to degree programmes, upper secondary schools, vocational
education institutions, academic universities and universities of applied sciences. The
service had some 14.3 million users in 2020, with an average of 42,000 daily visits. Job
Market Finland represents a significant reform in digital employment services.

However, the current digital services are too disparate, incompatible and insufficient
for attaining the target envisioned here. As an example, private individuals do not have
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access to education and training search engines with a broad offering available in a
flexible and timely manner nationwide (e.g. degree programme components, modules,
study packages, targeted training). There is also no relevant labour market information to
enrich the information on education and training offerings. There is thus great variation
in whether an individual can find the information and support needed to make decisions
about education, training and a work career. Secondly, the persons requiring upskilling,
education organisations and guidance service providers do not have access to nationwide
digital skill survey services or guidance or career planning services. Thirdly, it is currently
not easy for learners to piece together the package they need from the education and
training offering on various levels of education or to make use of data relevant for
themselves. Fourthly, it is currently not possible to build digital packages or chains in
education and training services, knowledge services or employment services to respond
to clients’needs in an optimal way.

Nature and scope of the reform

The reform is a major client-oriented and cross-sectoral project for which two
administrative branches are jointly responsible: the Ministry of Education and Culture
and the Ministry of Economic Affairs and Employment, along with universities. The reform
aims to achieve a systemic and functional change. Several operators will make use of the
services to be devised in the reform: individuals, education and training operators, the
employment and economic development administration, guidance service providers and
workplaces. The service is estimated to have several million users per year.

Implementation:

The Ministry of Education and Culture is responsible for coordinating the reform
package with the Ministry of Economic Affairs and Employment and the Digivisio project
organisation, in which all universities are involved. The digitalisation programme consists
of two mutually complementary and closely connected packages: a continuous learning
digital service package covering the entire education system across administrative
boundaries, and a programme to reinforce digitalisation of higher education and flexible
learning.

1. Continuous learning digital service package
The target is to build a nationwide digital service package for continuous learning,
available to individuals throughout their lives to facilitate smooth transitions from
education and training to working life and vice versa.
It consists of interconnected intelligent online services, such as services for

assessing competence and identifying prior learning, guidance services, search
services for education, services for the provision of education, and related data
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resources. The digital services to be created will be independently usable by clients
or available during guidance service sessions, lending support to decision-making.
The digital services will be easily accessible, independent of time or place.

The service package will be built up of existing services and their knowledge bases
(Studyinfo, Job Market Finland) and completely new services and knowledge bases
(e.g. guidance and survey service) along with MyData solutions. The existing robust
service infrastructure will allow new services to be quickly set up and introduced;

it provides a sustainable and cost-efficient platform for the service package,
allowing integrated development, as opposed to all the services being created and
maintained separately.

The services in the package will improve the potential of citizens on the one

hand and workplaces on the other to respond to changes on the labour market
and in society at large in the recovery from the coronavirus pandemic and also in
the longer term. Citizens will be more involved in society at large, they will have
better potential for finding and retaining employment, the employment rate will
rise, the balance of public finances will improve, and society will grow stronger

in competitiveness and resilience. The new services in the service package will
facilitate and accelerate the design and delivery of new, innovative education and
training models.

The service package will support the targets of the continuous learning reform

and the operations of new service structures, such as the continuous learning

and employment service centre, the adoption of the Nordic labour market service
model, the evolution of multiprofessional services, the availability of education and
training, the improvement of guidance services for citizens and employers, and

the reinforcement of regional service ecosystems. The solutions will further sustain
cross-sectoral cooperation, the availability of skilled labour, the matching of labour
supply and demand and the general functioning of the labour market.

The package is a significant and pioneering venture prepared in cross-sectoral
cooperation, and it will have a broad impact across various client groups. The
Ministry of Employment and the Economy and the Ministry of Education and
Culture are responsible for delivering the component area. Planning for the
continuous learning digital service package began in 2020, and development can
begin in late spring 2021. The performance agreements in both administrative
branches contain provisions for the implementation of the package.
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Enhancing digitalisation of higher education and flexible learning

Opportunities for all learners to engage in flexible learning will be guaranteed by
reforming Finnish higher education through digitalisation (Digivisio 2030).

Digitalisation is a major force for change in society and will require realignment in
operating practices, in the providing of teaching and in the content of education
at universities. With enhanced digitalisation of higher education, shared data and
shared platforms will facilitate quick and cost-efficient service development, and
with universities having intercompatible data models, all solutions can be used
whenever and wherever learners wish. Supply and demand of education will meet
in a client-friendly and efficient way.

With enhanced digitalisation of higher education and of flexible learning, services
and content can be created to cater to learners at various stages in their work
careers or life spans, so as to contribute to high skill levels in the adult population,
national competitiveness and international impact.

The aim is to create an open and acknowledged learning ecosystem that fosters
learning results through its quality, diversity, flexibility, efficiency and adaptability
to learners' life situations and needs. The aim is that degree students, lifelong
learners and those without a student place can study flexibly, selecting courses
from all Finnish higher education institutions irrespective of organisational
boundaries and geographical location. The learning ecosystem will also provide

a platform for research, artistic work and innovations, thus yielding broad-based
benefits for individuals, for working life and for society at large.

The aim is to support flexible and open higher education by reforming the
operations of universities and by creating customised education and training
offerings, making it easier for learners to find the teaching content they need

and making higher education more easily available to population groups who
traditionally do not progress to higher education. The solutions produced will
promote upskilling in all age groups, allow for location-autonomous learning,

offer learners guidance through a variety of means including Al in various life
situations and facilitate the offering of e-learning content of high quality in terms of
pedagogy and content, thus maximising the use of the resources of universities in
teaching and in offering education and training. The shifts in cultures and practices
that are sought here will increase the resilience of universities and also support
international education and teaching cooperation.
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This is a historically unique higher education development project, and as such it
is backed by all Finnish academic universities and universities of applied sciences.
Finnish universities currently have more than 1,400 information systems. Some
amalgamated solutions have been achieved in various university development
projects, but progress in digital services has so far been up to individual universities
or consortia of universities. While this has allowed for agile experimentation,

the lack of compatible data platforms and a national knowledge base makes it
impossible to achieve the targets of Digivisio 2030 with current arrangements.
Without major structural overhauls, an increasing volume of resources will be tied
up simply in transferring data and in building compatibility between individual
systems. A package to catalyse reform, digital competence and international
competitiveness throughout the entire university sector will require a profound
shift in principles, operating models, information management and system
architecture. This package supports the higher education and research vision,
Digivisio 2030.

The Ministry of Education and Culture is responsible for coordinating the reform
package with universities and the Digivisio 2030 project organisation. Services
can be provided nationwide, by an individual university, by a consortium of
universities or by enterprises. Some solutions will be such that their production
and maintenance should be integrated into the common framework of national
services. All Finnish universities are in favour of Digivision 2030, the project to
digitalise higher education, and they launched a joint planning effort in autumn
2020.

The mutually complementary solutions will offer an improved range of services,
service chains and service packages to cater to clients’ needs while reducing
duplication of work by various operators and making more efficient use of
resources and practices. Implementation will be based on open data as far as
possible. The data required by the services will be made available to third parties
as well, as far as possible.

In the continuous learning digitalisation programme, a digital service package for
continuous learning, spanning the entire education system across administrative
boundaries will be created, along with a digitalisation and flexible learning package
for the university level. This will be delivered in stages and will consist of the following:
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1. ajointly defined overall architecture
e descriptions of the operating and management model for permanent
services
investigating and enacting any legislative amendments needed
new digital structures and functions
¢ identity management
e smart guidance and charting services
e one-stop shop for education and training offerings and labour market
data
® management and use of own data according to the Mydata principle
e support for forecasting with information generated in the service, and
improving the usability of forecasting information in the service
e design of client-oriented, cost-efficient service chains
4. system integrations, data transfer interfaces and knowledge bases
e expanding knowledge data, education and training offering data and
labour market data and making them available to all services (according
to open data principles)
® information solutions for reinforcing the digitalisation of higher education
and of continuous learning
e otherimprovements to service chains and information management
processes
5. skills for cross-administrative knowledge-based management
e improving services and analytics by leveraging data from various
administrative branches
6. fostering and supporting changes in operating practices and cultures in
administration, at universities and at educational institutions
7. consistent client guidance that supports the updated process and utilises
digital solutions

The Digivisio project run by ministries and universities has the capability to launch the
continuing learning digitalisation programme as soon as the funding is confirmed.

Stakeholder input

The continuous learning digitalisation programme will be carried forward in cross-sectoral
cooperation between education and training operators, the employment and economic
development administration and other stakeholders while considering other national
development trends. A network will be set up for stakeholder cooperation, ensuring the
involvement of various stakeholder groups. The package will be designed and delivered
jointly by the Ministry of Education and Culture, the Ministry of Economic Affairs and
Employment, the universities’ Digivisio 2030 project, the National Agency for Education,
the Centres for Economic Development, Transport and the Environment, the KEHA Centre
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and other education and training operators. The work will be steered by a separate group,
ultimately by the central government.

Expected complications

Potential complications for implementing the reform include: conflicting targets of

the parties involved; lack of necessary technological know-how; and changes in the
operating environment. Delays may lead to additional costs and postpone the attainment
of benefits. If necessary, obstacles will be reacted to, and operations will be adapted by
prioritising essential elements so that the targets set can be attained.

Reform target group

The target group for the reform consists in particular of private individuals looking for
education and requiring education and training services; universities and other education
and training operators; guidance service providers; working life representatives and
operators; the employment and economic development administration; other parties in
the public administration; and, ultimately, society at large. The improved knowledge base
will also benefit decision-makers and decision-making processes. Services

The services will be available to clients either independently or in guidance sessions, and
they will support other continuous learning services and service structures.

Implementation timetable
The digitalisation programme will be built up in stages between 2021 and 2024. Planning
began in 2020, and development can begin in late spring 2021.

State aid
The investment does not involve any aid falling under EU rules on State aid.

REFORM 3: Upskilling and continuous learning reform, digitalisation and
modernisation of education, Aland (P3C2R3)

Challenges

Technological transition, internationalisation, global challenges, the state of the
environment and climate change are shifting competence requirements. At the same
time, the coronavirus pandemic has accelerated digitalisation and changed the face of
employment while raising new challenges on the labour market.

The pandemic has caused substantial financial damage and unemployment in the
Province of Aland, and some changes on the labour market and in competence needs are
likely to be permanent. The impacts of the coronavirus pandemic, with closed borders
and severe restrictions on travel, constituted the worst possible scenario for businesses
and the economy in Aland. Shipping and tourism were hit the hardest: passenger travel
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decreased by 67% and overnights decreased by 56% in 2020. Shipping is a livelihood,

but it is also the logistics system of Aland, carrying the majority of goods and people.

The impacts of the pandemic have spread to other sectors too: turnover is down in the
transport, accommodation, restaurant, retail, industry, fishing and construction sectors. In
2020, the GDP of Aland declined by 16%, and the unemployment rate rose to its highest
level in modern times, 9.5% - and up to as high as 13.1% for under-25s.

Because it is probable that the business structure of Aland will undergo a profound

and permanent change, it is likewise probably that many current skillsets are at risk of
becoming obsolete and that people with such skillsets will face increasing difficulty in
finding employment on the labour market. There is a great need for reskilling, not least

at the university level, to enable employment in new sectors and to boost recovery and
economic growth in Aland. Aland has one of the lowest average educational attainments
in Finland (ASUB statistics), which further underlines the need for continuous learning and
upskilling in a world of increasingly rapid change and digitalisation. The Province of Aland
consists of islands, and it is therefore bound by the same geographical restrictions and
demands as all other island and rural regions in Europe. Digitalisation is an excellent tool
for overcoming some of the difficulties caused by geographical fragmentation and long
distances. Indeed, making studies more accessible and flexible through digitalisation is
specifically mentioned in the Government Programme of the Government of Aland.

In keeping with the UN Strategy for Sustainability Management, energy issues — particularly
the transition to carbon-neutral energy supply and fossil-free transport — are an important
focus area in the current Aland Government Programme (2019-2023). The Government of
Aland intends, among other things, to draw up a road map for large-scale offshore wind
farms while promoting fossil-free marine and land transport. The Province has a Climate
Strategy whereby it aims to be completely fossil-free and carbon-neutral by 2051.

The Province of Aland has a well-established Development and Sustainability Agenda
(barkraft.ax), which is consistent with the sustainable development principles of the UN.
There are seven strategic development targets on the Aland Agenda to be attained by 2030:

Target 1: Happy people whose inherent resources increase

Target 2: Everyone feels trust and has real possibilities to participate in society

Target 3: All water is of good quality

Target 4: Ecosystems in balance and biological diversity

Target 5: Attractive for residents, visitors and businesses

Target 6: Significantly higher proportion of energy from renewable sources, plus increased
energy efficiency

Target 7:Sustainable and mindful patterns of consumption and production
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The proposed reform for upskilling and continuous learning reform through digitalisation
and investments in education and training support the transition to renewable energy
sources and are in line with targets 1, 2, 5, 6 and 7 on the Development and Sustainability
Agenda for Aland and with EU flagship areas 1, 5 and 7.

The Government Programme of the Government of Aland (2019) emphasises digitalisation
and better availability of studies during the programme period. The training agreement
signed by the Aland University of Applied Sciences with the Government of Aland (2021-
2023) and the University’s own strategy set multiform teaching and digital pedagogy

as key targets for the programme period. Developing a new master programme

for automation and renewable energy, and digitalising the University’s control and
management system along with participating in the national Digivisio 2030 project are
included in the University’s strategy. The reform will also address these needs and targets.

Targets

Upskilling and lifelong learning will support long-term growth potential and renewal in
working life, entrepreneurship, employment and society at large. Digitalisation will enable
the creation of completely new services that make smart use of knowledge bases and
bring together existing online services on a client-oriented basis and across administrative
boundaries.

Targets up until the end of 2024:

e Multiform, student-oriented digital teaching will be included in all university
studies from Bachelor’s degree programmes to postgraduate studies. This
development work will simplify and enable university-level studies for a
broader group of students, independent of physical distance or life situations,
and also allowing for combining work and study.

e The digital control and management system of the Aland University of
Applied Sciences has been updated and enhanced, as a result of which it
can be incorporated in or feasibly linked to national knowledge bases and
other national digital continuous learning ecosystems (Digivisio 2030) so that
students at the University will have equal study opportunities compared with
other Finnish universities.

e Study modules have also been updated and revised because of the
digitalisation reform. By the end of 2024, two new Bachelor’s and Master’s
degree programmes will have been developed and piloted in the fields of
digitalisation, automation and renewable energy. The new study modules
also support RDI in the aforementioned fields and improve the potential for
the green transition in Aland. They will also have a long-term employment
impact.
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These proposed reforms are expected to have long-term positive impacts that will
continue to increase after the programme period, as student numbers and the use of
digital resources and teaching will grow over time. Having a better and more diverse
competence in and knowledge of digital tools and systems is also expected to have
a positive impact on working life and growth in Aland, as employees become better
equipped to deal with changes in working life.

Nature and scope of the reform

The upskilling and continuous learning reform will foster long-term growth potential
and a renewal of working life, entrepreneurship and society at large, besides having a
positive employment impact in and near Aland. The services to be developed with the
digitalisation of the control and management system of the Aland University of Applied
Sciences and the interfaces to national digitalised services will be used by University staff
and several other parties: students, alumni, people in working life, other education and
training providers, residents of Aland and national authorities. The reform will link the
services and students of the University to the general national digitaliset education and
training ecosystem. The reform will foster the upskilling of a couple of thousand students
in Aland each year.

Implementation:

The Aland University of Applied Sciences is the authority responsible for all parts of this
reform. The University is publicly funded and directly subordinate to the Government of
Aland, which will supervise the projects and collaborate on issues of university policy and
legal points, besides providing an official link to the Ministry of Education and Culture on
the mainland. The University works with other universities of applied sciences in Finland
and with the CSC on educational development and the digital reform of continuous
learning.

Implementation of the reform consists of three closely interlinked modules:
1. Digitalisation and modernisation of education and training

Teaching at the University will be reformed so that digital teaching methods to
support multiform teaching will be incorporated in all programmes, continuing
education and also to Open University courses and other courses as applicable. The
reform will facilitate flexible studies (full-time/part-time) for individual students
(e.g. flexible exchange of courses with other universities and continuing education
for those already in employment). Various continuing education courses may be
offered to broader target groups, independent of their physical location. Increasing
modern digital teaching will make it easier for residents in the archipelago to
attend Open University courses, for example. The reform will require considerable
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investments in introducing multiform teaching (further training for teachers,
teaching support and technical support for digital teaching) to leverage digital
teaching and its infrastructure.

Development and updating of digital control and management systems

The Aland University of Applied Sciences is participating in Digivisio 2030, the joint
development project involving all Finnish academic universities and universities

of applied sciences. The purpose of the project is to open up national learning and
education databases to make them accessible to private individuals and to society
at large. Another aim is to facilitate the development of digital multiform teaching
and the renewal of universities' [T systems. By 2030, Finland will have an open and
acknowledged learning ecosystem that will also support RDI and working life.
Apart from actions in the joint Digivisio 2030 project, broad-based development of
online administration systems is needed (study registers, data transfers to shared
national information systems, other university administration systems, etc.) along
with the design of digital teaching at the Aland University of Applied Sciences.

The Aland University of Applied Sciences has considerable development needs
that it must fulfill in order to offer its students the same services as universities

in mainland Finland, because the University so far lacks usable systems for ‘Haka’
identification of students or for drawing on national study registers (Koski, Virta),
and also because the University lacks the ability to make full use of the systems
offered to applicants by the national Studyinfo service and other national systems
and registers in respect of universities in mainland Finland.

New study paths in digitalisation, automation and renewable energy as part
of the digitalisation and modernisation of study modules

As part of the reform, the Aland University of Applied Sciences is revising and
updating its study offering and is creating new study paths in the fields of
automation and renewable energy (Bachelor’s and Master’s). These programmes
are rooted in digitalisation, Al and other ICT solutions. Thanks to these new
programmes, the University can train engineers in emerging fields where training
opportunities so far are few and far between. Successful introduction of training
alternatives and development of RDI call for new infrastructure (e.g. VR/AR, Al

and testing systems for solar energy, wind energy and geothermal energy). The
investments will support digitalisation, robotics and Al use and a transition in Aland
towards sustainable energy.
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Stakeholder input

The target group principally comprises university students, both in degree programmes
and through the Open University. The actions apply to everyone regardless of labour
market status: employed persons, unemployed persons and persons outside the labour
market. The aim is to create new degree programmes and to modernise existing ones
through digitalisation and also, through helping working-age adults update their skills, to
promote job retention or help persons find new employment switfly through upskilling.
This will also reduce the risk of unemployment. Persons in employment and persons
outside the labour force currently only have limited opportunities for finding flexible and
suitable training. Particular attention is being focused on new competence needs, which
are arising due to the energy transition and in emerging sectors. All sectors of society are
involved in cooperation (businesses, public sector, third sector) to ensure that training

or parts of it can be targeted and improved so as to support current and future needs of
working life in the best possible way. Cooperation is also pursued with other universities in
digitalising and modernising training and in shaping new degree programmes.

The University's control and management system is being digitalised in close cooperation
with the Government of Aland, the Digivisio 2030 project and the national authorities
responsible for various study registers and databases.

Expected complications

Actions and development efforts may be complicated by legal obstacles arising from the
autonomous status of Aland, delays to reforming the University Act of Aland, delays in
deliveries of new procurements, and possibly difficulties in finding consultation services. A
lack of time and inadequate technological know-how of teachers and other staff may also
cause delays and even prevent some planned actions from being implemented.

Reform target group

The actions apply to everyone regardless of labour market status: employed persons,
unemployed persons and persons outside the labour market. The aim is to create new
degree programmes and to modernise existing ones through digitalisation and also,
through helping working-age adults update their skills, to promote job retention or help
persons find new employment switfly through upskilling. This will also reduce the risk of
unemployment. Persons in employment and persons outside the labour force currently
only have limited opportunities for finding flexible and suitable training. Particular
attention is being focused on new competence needs, which are arising due to the energy
transition and in emerging sectors.

Implementation timetable

The proposed actions will be implemented between 2021 and 2024, with the emphasis
on the first three years. From 2025, positive impacts are expected to be seen in the quality,
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availability and flexibility of education and training, in employment and in student
numbers, along with increasing growth in Aland due to competence in new sectors and a
more highly skilled labour force. These impacts are expected to be permanent in the long
term.

INVESTMENTS:

INVESTMENT 1: Starts at universities will be increased to fuel the renewal of the
national economy and to mitigate the negative impacts of the coronavirus crisis by
improving access by young people to university studies. (P3C2I1)

Challenges

The continued development of Finland’s society and wellbeing requires upskilling and
particularly a strengthening of cutting-edge expertise. The globalisation of the economy,
scientific discoveries and technological advancements along with the transformation of
work are accelerating international competition, where competence is all-important.

According to the National Forum for Skills Anticipation, an expert body in forecasting

at the National Agency for Education, in respect of the competence and training needs
identified up until 2035 more than half of all new employees will need to have university-
level training. The importance of higher education will be evident particularly in newly
emerging jobs, where 75% of all employees will need to have university-level training.
Specialisation in high-expertise jobs in Finland is already apparent in our employment
rate. Satisfying the employment needs identified in the forecasting data will require
university degrees to be completed at a higher rate than at present.

Competence and labour needs in the future will be substantially affected by the
transformation of work caused by digitalisation, robotics, automation, etc., which will
bring content development needs to all occupations. The forecasting data indicate that
competence needs will be greatest in the development of client-oriented services, in
expertise in the principles of sustainable development, in information evaluation, in
leveraging digital solutions and platforms, and in data and innovation expertise. New
workers will be needed both as replacements for employees leaving the labour force and
for the new jobs created.

In Finland, about 41% of the population aged 25 to 34 have a higher education degree
or qualification. By international standards, this figure places Finland around the EU
average and below the OECD average. In Finland, the percentage of people with a higher
education degree or qualification has risen only slightly in 10 years.

Persons with a higher education degree or qualification generally place well on the labour

market. A university education improves employment prospects. University graduates are
also generally satisfied with the capabilities that their education gives them for working
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life. In recent years, academic universities and universities of applied sciences have had
slightly more than 52,000 (first-cycle) student places and about 163,000 applicants
altogether. Each year, there are more than 120,000 actual first-time applicants. In other
words, the number of people applying for higher education each year vastly outnumbers
the number of starts available. This bottleneck hinders access to higher education.

Attaining the national target set for 2030 of at least half of all young adults completing a
university degree will require the number of university degrees completed per year to be
increased by 100,000 by 2030. This will require enormous expansion in higher education,
a more rapid progression from secondary to higher education and a higher percentage of
students entering higher education who actually complete a degree or qualification.

Targets

The target of the investment is to raise the educational attainment of the population by
increasing the number of persons completing a university degree. Increasing the number
of university degrees will help the economy and society at large to revitalise and recover,
as it will reinforce Finland’s ability to foster new growth through high-expertise jobs.
Increasing the number of people completing higher eucation requires increasing the
number of starts at universities.

Increasing the number of starts at universities is also intended to equalise the economic
impacts of the exceptional circumstances caused by the coronavirus pandemic by
investing in expertise and in education for young people. The aim is for increasingly many
applicants to be granted a study place at a university in the near future and to reduce the
need for gap years.

Nature and scope of the investment

This is an investment in human capital, as its purpose is to increase the number of people
with higher education. The investment will support the Sustainable Growth Programme
for Finland. Proposed to receive funding out of the EU RRF, this investment will fuel the
renewal of the national economy and mitigate the negative impacts of the coronavirus
crisis by improving access by young people to university studies.

The number of starts at universities has already been increased on national funding since
2020. Additional investments will help boost this trend.

Implementation:

The Ministry of Education and Culture will agree with academic universities and
universities of applied sciences on the measures that should be taken to add 600 new
starts in 2021. Starts at universities will be increased in sectors with a shortage of skilled
labour and in sectors consistent with the Sustainable Growth Programme for Finland.
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These sectors include social welfare and health care services, education (where there are
shortages of skilled labour) and technological and ICT disciplines essential for sustainable
growth. Starts will be allocated to regions where there is the greatest demand for
education and the greatest shortage of skilled labour.

Universities will fill these starts so that the additional new students will begin their studies
no later than autumn 2022. The additional numbers will be verified on the basis of the
number of study places accepted in the Studyinfo online service. The number of students
accepting a study place will be compared to the highest number of students accepting a
study place in the disciplines in question at the universities in question between 2017 and
2019.

The Ministry of Education and Culture will allocate the appropriations to academic
universities and universities of applied sciences on the basis of the number of additional
starts agreed upon and realised in 2022, to cover the costs of the additional students.
Funding to universities will be EUR 6,000 per year for each student accepting a study
place, for the duration of their studies. This imputed cost has previously been used for
expansions of degree programmes on national public funding. The target hereby set

is to add at least 600 starts at universities. The funding will be front-loaded, so that the
universities will be able to make the necessary investments to guarantee a high level of
quality in the education. The investment will cover the costs of tuition for the students for
the recommended duration of their studies.

Finnish citizens, and citizens of other countries on certain conditions, are entitled to be
awarded a study grant for studies leading to a higher education degree or qualification.
The costs of social benefits for the additional students will be covered out of national
public funding.

Expected complications

The ability of universities to add starts in the key disciplines is a potential risk for the
investment. The potential for expanding the volume of degree programmes also depends
on the staff and infrastructure available at the institution (facilities, equipment). Whether
the additional starts can be filled depends on the attractiveness of the discipline and of
the degree programme.

Stakeholder input

Starts will be allocated to disciplines supportive of sustainable growth and subject
to application pressures on the basis of close cooperation with universities and the
forecasting data available on future labour needs.
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Investment target group

The target group principally comprises young people wishing to enter higher education;
their potential for gaining a study place will be improved by increasing the numbers of
students admitted by academic universities and universities of applied sciences.

Compatibility with rules on State aid
The investment does not involve any aid falling under EU rules on State aid.

Timetable
The starts will be agreed in 2021, and universities will fill those starts for degree
programmes beginning in autumn 2022 at the latest.

Open strategicindependence and security matters

The target of the reforms and investments is to ensure that a lack of competence will not
form an obstacle to economic recovery in the European Union. Upskilling and reskilling
are vital for the strategic independence of the EU.

Trans-border and multinational projects

The projects do not cross borders or involve multiple countries.

Green dimension in the component area (P3(2)

The investment and reform package in component area P3C2 is 1,4% supportive of the
green transition.

Of the reform P3C2R1 (‘Continuous learning reform’), at least 5% has to do with the
intervention field Contributing to green skills and jobs and the green economy (01) and
is 100% supportive of the green transition, because at least 5% of the education to be
funded will be in programmes with green-economy relevance. This will be ensured with
the selection criteria for the programmes to be funded.

Digital dimension in the component area (P3(2)

The investment and reform package in component P3C2 is 49% supportive of the digital
transformation.

Of the reform P3C2R1 (‘Continuous learning reform’), at least 15% has to do with the

intervention field Support for the development of digital skills (108) and is 100% supportive
of the digital transformation, because at least 15% of the education to be funded will be in
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programmes relevant to digital skills. This will be ensured with the selection criteria for the
programmes to be funded.

The reform P3C2R2 (‘Continuous learning digitalisation programme’) has to do with the
intervention field Government ICT solutions, e-services, applications (011) and is 100%
supportive of the digital transformation, because the reform is about developing a digital
ecosystem and digital services for the education sector and for employment services.

The reform P2C2R3 (‘Upskilling and continuous learning reform, digitalisation and
modernisation of education, Aland’) has to do with the intervention field Support for the
development of digital skills (108) and is 100% supportive of the digital transformation.
The reform will support updating of the skills of teachers and support staff in digital
pedagogy and in the application and use of digital systems through further education.
Also, the digital infrastructure of the Aland University of Applied Sciences will be improved
and updated, digital content will be created for degree programmes and other courses,
and the organisational capabilities of the University will be aided by developing control
and registration systems and by ensuring their compatibility with the systems and
knowledge bases used by other universities.

Do No Significant Harm (P3(2)

The investment and reform package in component P3C2 complies with the criteria of the
Do No Significant Harm (DNSH) principle. For a more detailed description, see Appendix 3.

Costs to be covered out of RRF funding
EUR 150 million, of which

e Reform of continuous learning, EUR 44 million
— Training, EUR 30 million
— Forecasting, EUR 4 million
— Guidance development, competence assessment and validation,
EUR 10 million

® Increasing starts at universities, EUR 15 million

e (Continuous learning digitalisation programme, EUR 46 million
— Continuous learning digital service package, EUR 26 million
— Enhancing digitalisation of higher education and flexible learning,
EUR 20 million

e Upskilling and continuous learning reform, digitalisation and modernisation
of education, Aland, EUR 2.437 million
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RDI, RESEARCH INFRASTRUCTURE AND PILOTING

Description of component area:
Policy area: Research and innovation

Targets: The reforms and investments in this component area will support upskilling,
renewal and low-carbon trends of enterprises and society at large, more robust

RDI cooperation and strengthening of research infrastructures and innovation
environments so that society and the national economy will support the green
transition, the business structure will diversify, services will improve and wellbeing will
increase. Investments in RDI activities and expertise will help reinforce our long-term
growth potential and resilience in accordance with the Recommendations issued in
the European Semester.

Reforms and/or investments:;
Investments:
1. RDI funding package supporting the green transition, EUR 192 million

2. Investments in RDI infrastructures supporting sustainable growth and
digitalisation, EUR 75 million

Estimated costs: The overall costs of this component area are EUR 449 million,
of which EUR 267 million is to be covered with RRF funding.

Principal challenges and targets

Finland’s competitiveness and wellbeing are built on competence, research and
innovations. Finland’s rise from the emergency caused by the pandemic and success in
global competition require the production of new knowledge, innovations that bring
social benefits and added value, and a high level of competence. The timeframe for
producing new knowledge is long. Thus, the investments that are vital for the future must
be made in the immediate short term. Competence must be taken care of and constantly
renewed. High-level competence is the base on which innovation activities can be built.
These activities are ambitious as to their targets, utilise the strengths of regions, sectors
and organisations, are internationally competitive and support the renewal of society.

RDI intensity must be boosted, and more ambitious targets must be set for RDI operations.

Finland’s RRP is intended to accelerate green transition solutions to facilitate significant
reductions in emissions in Finland and elsewhere to support national targets for carbon
neutrality and the circular economy. The green transition will require robust expertise and
related investments and the design and delivery of key technologies for the low-carbon
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circular economy and the green transition through research, partnerships and corporate
investments. The aim is to make Finland a global leader in the fields of hydrogen and the
circular economy, high added value bioproducts, zero-emission energy systems and other
climate and environmental solutions; to improve energy efficiency; and to accelerate the
transition to fossil-free transport and heating.

a. Principal challenges

Over the past ten years, Finland has fallen behind the leading RDI countries of the world
in international comparisons, measured by R&D investments as a percentage of GDP.
According to the EU Innovation Scoreboard, weaknesses in Finland’s innovation system
include the low percentage of growth enterprises and the relatively low levels of R&D
investments made by enterprises themselves. RDI intensity must be boosted, and more
ambitious targets must be set for RDI activities in order to ensure an adequate pace

of renewal in business and in society at large. Public investments are needed to spur

on private investments. In the Country Specific Recommendations for Finland in the
European Semester, the Commission advised Finland to increase our RDI investments.

The national RDI roadmap adopted by the Government in spring 2020 is an important
tool for this issue. Research potential must be ensured so that it will lay the groundwork
for new, unanticipated growth industries and comprise sufficient diversity to maintain a
broad-based understanding of a variety of phenomena.

Declining cooperation between RDI operators has been identified as one of the major
challenges in the RDI system. Cooperation among public research organisations and
between enterprises and public research organisations must be increased. For this
purpose, a pilot for a new flexible partnership funding instrument was launched in spring
2020. It creates larger packages of national programme funding and builds stronger links
between the supported activities and the sources of EU and other international funding.

b. Targets

The target in this component area is that shared use of research infrastructures will be
boosted and R&D intensity will be raised in order to accelerate growth, also in the long
term. Raising of the intensity, effectiveness and ambition level of RDI activities is a key
objective, with particular focus on increasing RDI investments in the private sector. This
target addresses the 2019 and 2020 Country Specific Recommendations of the European
Semester.

The actions described here will support renewal among enterprises and in society at
large, a low-carbon trend, digitalisation and the enhancing of RDI cooperation, research
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infrastructures and innovation environments and making them more interoperable. The
immediate actions to be taken will boost social and economic trends towards the green
transition, diversification of the business structure, improved services and crisis readiness,
and growth in wellbeing.

Finland aims to be carbon-neutral by the year 2035 and to halt biodiversity loss by 2030.
In addition, Finland aims to be the world’s first fossil-free welfare society and is committed
to halving emissions from traffic by 2030. Climate leadership and the expertise and
innovations this produces can allow Finland to reduce greenhouse gas emissions while
creating new jobs, boosting the economy and exports, and improving the opportunities
to increase our positive carbon handprint and biodiversity. The worldwide market for
clean solutions is growing at an accelerating rate. There is global demand for Finnish
expertise in these fields. The Green Deal published by the European Commission is a new
EU growth strategy intended to convert the EU into a resource-efficient and competitive
economy while responding to the global challenges of climate change and loss of
biodiversity.

Preparation of sector-specific low-carbon roadmaps will enable low-carbon technology
to be a significant competitive advantage for Finnish enterprises in the future. university
education.

In accordance with the targets set, sustainable growth must be achieved by reducing

the use of natural resources and by reorienting production and consumption towards
products that are the least harmful to the environment and the climate. The Government
Programme defines new sources of sustainable growth, such as energy and materials
efficiency, carbon-neutrality, ecological investments, digitalisation, clean-tech, the circular
economy and bioeconomy, and resource scarcity. The target in this component area is

to support the green transition and digitalisation through research, innovation aid for
enterprises and RDI cooperation.

The proposed investments and reforms will facilitate the green and digital transition by
increasing expertise and by supporting the generating of new knowledge and boosting
innovation efforts. Success with the green transition presupposes an ability to generate
and apply new knowledge, technologies and innovations, and Finnish operators must
commit to the change being sought. A significant percentage of the investments will

go towards RDI aiming for a low-carbon economy, and adjustment to and coping with
climate change. The carbon footprint of RDI activities will itself be reduced. The actions
will boost the potential for universities, research institutions and enterprises to engage in
high-quality research and innovation activities and will create an encouraging operating
environment for research and innovation activities that will attract students, experts and
investments nationally and internationally.
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The investments and reforms proposed in this component area support European flagship
areas. These actions will create potential for the introduction of clean technologies and the
development of renewable energy sources, for improving energy efficiency and resource
efficiency and for promoting clean technologies in traffic.

(& National strategic circumstances

Prime Minister Marin’s Government Programme states that the Government will work
to ensure that Finland is carbon neutral by 2035 and carbon negative soon after that.
The Government Programme further sets as a target that biodiversity loss will be
halted by 2030.

In addition, Finland aims to be the world’s first fossil-free welfare society and is committed
to halving emissions from traffic by 2030. Climate leadership and the innovations this
produces will allow Finland to create new jobs, boost the economy and exports, and
improve opportunities to increase our positive carbon handprint. The Government
roadmap includes sector-specific low-carbon roadmaps. The Academy of Finland

and Business Finland will chart clusters and shortages of expertise in climate change,
carbon-neutrality and biodiversity. Investments in research infrastructures and flexible
partnerships will reinforce expertise that is crucial for carbon-neutrality. In accordance
with the Government Programme, a strategic Circular Economy Programme for 2035 has
been drawn up, and a national bioeconomy strategy is in preparation.

Prime Minister Marin's Government has set the target of increasing Finland’s expenditure-
to-GDP ratio for research and development from 2.9% (2019) to 4% by 2030. To achieve
this, we need more ambitious RDI activities and investments from both the public and
private sectors. It must be possible to step up and intensify public—private partnerships
with new incentives for cooperation, such as a new partnership model. A national

RDI roadmap was prepared in spring 2020 to deliver on the policies outlined in the
Government Programme, bringing together the major development needs and reforms
in RDI policy.

The research infrastructure committee of the Academy of Finland has prepared a
Strategy for National Research Infrastructures in Finland for the period 2020-2030.

The target here is to promote the quality, renewal and competitiveness of research, to
boost the multiform effectiveness of research environments and to increase national
and international cooperation. Development needs identified in the Strategy include
sustainable development, corporate responsibility, and digitalisation and data. The
roadmap of research infrastructures for the period 2021-2024 was updated on the basis
of the strategy, including 29 high-level national infrastructures.
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Growth Portfolio 2.0, produced in spring 2020, is a compilation of the views of experts
and representatives of the business community concerning Finland’s promising growth
potential on the basis of global market demand, Finland’s competitiveness advantages
and societal importance. According to the Growth Portfolio, Finland’s most promising
growth opportunities have to do with the energy transition, information networks,
exploitation of emerging technologies, the circular economy and bioeconomy,
environmental technology, health technology and new forms of data economy.

Description of reforms and investments in the component area

Investments in RDI are a necessity for attaining the targets set, as they increase expertise
and foster renewal in enterprises and in society at large. A significant percentage of the
investments will go towards RDI aiming for a low-carbon economy, and adjustment to and
coping with climate change. These investments are 100% supportive of climate change
targets. The research and innovation infrastructure investments also facilitate the green
and digital transition. The targets in this component area have to do particularly with the
green transition focus in the Sustainable Growth Programme for Finland, and its priorities
will be considered in allocating investments in this component area.

INVESTMENTS:

INVESTMENT PACKAGE 1: RDI funding package supporting the green transition
(P3C311-4)

Challenges

It must be possible to step up and intensify public—private partnerships with new
incentives for cooperation, such as a new partnership model. Finland’s success is driven
by our efficiency in producing new knowledge and our long-term standing at the
global forefront of designing, delivering and using emerging technologies. Sustaining
this requires broader and more in-depth research expertise in key fields and in key
technologies. Scientific knowledge is proven to foster civilisation and to broaden our
world views, to generate wealth and wellbeing and to provide a sound basis for making
decisions and for establishing practices.

Cooperation among RDI operators has decreased in recent years, as can be seen for
example in the decline of business investments in R&D activities at universities and
research institutions. Underlying this trend are the cuts and reallocations in public
spending on R&D. There are also indications of a growth in R&D activities by Finnish
companies abroad, largely involving the localisation of products and processes. The OECD
evaluation of Finland’s innovation policy (2017) recommended increasing funding for
applied reearch and introducing a PPP model, among other things.
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New ideas, knowledge and technologies are the most important sources of growth and
productivity. Climate change is one of the most significant drivers steering global growth
in the 2020s, alongside other sustainable development targets. The target of carbon
neutrality set by the Government cannot be achieved unless we find ways to bring in new
technologies and innovative solutions based on research. The most significant drivers of
change in the coming decade are digitalisation and the data economy. Digitalisation will
enable even shorter innovation cycles and rapid product testing on the market.

SMEs account for only a small percentage of Finland’s exports. Increasing that percentage
would improve the sustainability of Finland’s national economy. Rapid growth enterprises
will play a particularly important role in building growth for Finland. Their employment
impact affects a sphere broader than the enterprises themselves, as there are knock-on
effects in their business networks. For SMEs to participate in the green and digital
transition requires them to acquire new capabilities that can be achieved through

RDI activities.

Targets

The target of the investment package is to support the green transition with significant
R&D funding. The investments will go towards RDI aiming for a low-carbon economy,
and adjustment to and coping with climate change.

Business driver funding supports partnerships and ecosystems of enterprises and other
research organisations that stimulate competitiveness in the business world and boost
the effectiveness of RDI activities. Partnerships to be funded out of Finland’s RRP will be
allocated to growth fields supportive of the green transition. Business driver funding
has been previously targeted at: producing fibre-based products reducing carbon
footprints for the consumer market; R&D of raw materials to reduce the use of crude oil;
and introducing mobility solutions consistent with sustainable development to urban
environments.

These actions will foster the emergence of new sectors, products, businesses and
operating models and the leveraging of research findings from universities and research
institutions to benefit enterprises. They will also facilitate attainment of the targets

of the green transition in particular but also of those of the digital transformation.

The partnerships will significantly boost other national RDI funding, enterprises’ RDI
investments and the exploitation of EU and other international funding. Flexible
partnerships and ecocystems of enterprises, research organisations and other RDI
operators will reinforce expertise-based competitiveness in Finnish business and improve
productivity. The vision is that by the end of the 2020s Finland will have globally operating
innovation clusters and ecosystems fost