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Preface

There are three main reasons why this is an important book. First, it
highlights some to this point fairly unknown crime preventors,
namely the officials in the Government Offices and the committee
specialists. Those people who work with information and control is-
sues in the government agencies and the local authorities also merit
to be regarded as important crime prevention actors. Sweden has a
long tradition of crime prevention, but so far this has mostly con-
cerned police, school, social services and as of late, shops and restau-
rants, real estate management and city-planning. By identifying
more groups that can take on a distinctive preventive responsible,
we can reduce crime.

Second, economic crime in a wide perspective is a neglected area
of research and the preventive work has mainly focused on tradi-
tional crime. The focus of crime prevention is now being extended
to cheats and fiddles in the regulatory regimes that, in one way or
another, handle money or impose demands on businesses to operate
in a certain manner.

Third, this book illustrates the importance of a comprehensive
view on crime prevention. It is essential that crime preventive issues
is present at every level, from government and parliament to the in-
dividual official. If we can help one another at all levels, we can re-
duce crime.

Jan Andersson
Director Genereal
The Swedish National Council for Crime Prevention
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Authors’ Preface

We are hoping this book will serve as the inspiration for a more
structured approach to the regulation and control of cheats and fid-
dles. The conditions and experiences described in this book are pri-
marily Swedish, but we believe that this will not impinge on its
actuality and usability. The problems which legislators and control
agencies face in Sweden and other countries are in many respects of
a universal nature. Discussions will consequently include references
to international research in this field.

We have made some changes and additions to the English edition
in order to better suit the international audience. The Swedish ad-
ministration policy and law-making process present some character-
istics that need further explanation. For example, the committee
system, which in some respects is unique, the independence of the
government agencies and unlike many other countries Sweden does
not apply ministerial rule. It has been our aim to make the content
more universal and thus we have chosen to simplify the names of
some of the government agencies. For example, The National Social
Insurance Board has become the social insurance agency and The
Swedish Environmental Protection Agency the environment agency.

At this point, we want to emphasize that our focus is on the con-
trol at national, regional and local levels. Thus, we will not discuss
the supranational level of control within the EU or other bodies as
this is a very complex area and no doubt best dealt with in a book
of its own. The supervision within the EU Member States is, further-
more, primarily a matter of national concern and the existing ex-
emptions are mainly related to the freedom of movement within the
internal market. The EU does, however, impose demands on the na-
tional supervision of certain areas even though these are rarely de-
tailed.! In this book we will limit ourselves to pointing out a few
characteristics of the European impact on the supervision within the
Member States.

1. Statskontoret 2004/361-5. EU:s paverkan pa svensk tillsyn.
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Finally, we are grateful to a number of individuals and institutions
for their help with the English edition of this book. We would like
to thank the Directorate-General for Justice and Home Affairs and
the European Commission for their encouragement and keen inter-
est. For textual comments we thank Professor Johannes Knutsson.
We also express our appreciation to the Swedish National Council
for Crime Prevention, without whose financial support this book
would not have been possible.

Stockholm xxx 2005

Lars E Korsell Mikael Nilsson
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Introduction

A more systematic approach to regulation and control can re-
duce cheats and fiddles. This will also strengthen the legitimacy
of regulatory regimes as well as democracy and welfare.

It is vital to the legitimacy of the public sector that the right taxes are
paid, the right subsidies disbursed and only to those who qualify,
and that the standards set in laws, ordinances and directions appli-
cable to certain activities are recognised. Eventually, it is about up-
holding the welfare system and democracy as well as protecting the
health and safety of the people. It is from this democracy and welfare
angle that we want this book to be seen. What it all comes down to
is not primarily increasing the state’s revenues or lowering its costs
through the reduction of cheats and fiddles. These offences have to
be reduced in order to safeguard law and order and the legitimacy
of the system. Supervisory issues and a legislation more immune to
cheats and fiddles should, therefore, carry more weight in the admin-
istrative organisation. It is, however, important to keep in mind that
regulation and control, if taken too far, can be perceived as unnec-
essary and unfair which will no doubt demoralise the supervisory
functions as well as the controlled individual or firm.' The challenge
lies in finding an appropriate balance.

1. Cf. Bardach E. & Kagan, R.A. (2002) Going by the Book: The Problems of Regula-
tory Unreasonableness.
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The exchange of knowledge and experiences of the supervised
area is, furthermore, necessary in order to develop and render the su-
pervising operation more efficient. This involves regulatory tech-
niques, control strategies and other governance and management
issues, control methods and how the knowledge of the structure and
extent of cheats and fiddles can be used to set up ‘safer’ systems. The
exchange of good practice has an important role to play.

This handbook focuses on the idea that both legislation and su-
pervision can be conducted in a more systematic and effective way
than today in order to reduce cheats and fiddles. We have inter alia
transferred the theories and viewpoints frequent in traditional crime
prevention to the area of cheats and fiddles. We hope that this book
may contribute to making the ground on which regulation and con-
trol rest more stable from an information perspective and that it may
provide ideas of how to further develop these activities.



|. Handbook of
Regulation and Control

Purpose and Definition

The purpose of this handbook is to show that cheats and fiddles
can be suppressed by

— focusing on preventive rule and control issues

— developing a structured and problem-oriented approach

— providing the necessary tools to prevent cheats and fiddles

This handbook focuses on regulation and control in the welfare and
taxation systems as well as the supervisory operations laid down by
law and aimed at monitoring compliance in the different sectors of
society.

Primarily, this concerns cheats and fiddles in connection with

— negative transfers (tax and other duties)

— transfers and credits (e.g. student aid)

— transfers and insurances (e.g.unemployment benefits)

— transfers and subsidies (e.g. social insurance and business subsi-
dies)

— rules imposing demands (e.g. workplace environment)

One of the purposes of this publication has been to reduce to a sys-
tem the regulation and control experiences derived from the Minis-
try of Finance’s project “The public control function”. We have
carried out a meta-analysis of the more than sixty reports published



18 Handbook of Regulation and Control

between 1996 and 2003 with the aim to reduce cheats, fiddles and
abuse. Another end has been to structure and give an account of the
national and international research in this area.

The main objectives can be given as follows:

- to emphasize preventive regulation and control issues

— to help government agencies develop a structured and problem-
oriented approach to suppress cheats and fiddles

— to provide the necessary tools to prevent cheats and fiddles.

Cheats and Fiddles

First, it is necessary to explain the definition of ‘cheats” and ‘fiddles’
as this is key to the understanding of the problem and the dialogue
within and between government agencies.

Fiddles

By fiddles is meant that something deviates from a set standard.
Whether the divergence is premeditated or unintentional is not im-
portant. Cheats include clerical errors and slips of the pen, incorrect
or faulty information, misapplication of the law, and non-compli-
ance with rules and regulations.’

Fiddles that go back to the legislator, government agencies or the
individual official can be divided into exploitation (mostly used in
connection with transfers and subsidies) and system shortcoming.

By abuse is usually meant that subsidies are paid out, benefits ex-
ploited or acquired in an irregular manner. This may involve cost-
driving or permissive development of practice; adaptation of behav-
iour to regulations; bending of rules; unreasonably long-term use of
the benefits system and unforeseen circumstances and combinatory
effects in relation to income and benefits systems.?

1. See the social insurance agency’s definition; RRV 1999:39B Kontrollen inom vilfirds-
system och inkomstbeskattning — bilagedel. Appendix 1 p. 9.

2. See RRV 1999:39A. Kontrollen inom vidlfirdssystem och inkomstbeskattning —
huvudrapport. p. 58
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Structural problems refer to structural, organisational and coor-
dinating features that are vulnerable to leakage, misuse, cheating or
abuse. Not included, however, are errors that occur in administra-
tive systems such as IT and planning systems.’

We have chosen to also incorporate fiddles because observations
indicate that problems of control in the welfare area can be related
to errors and mistakes as well as deficiencies in the systems of regu-
lation and information.* Fiddles are, thus, a larger problem than
cheats if we look at the financial sums involved. Furthermore, the
control operations of the government agencies are aimed at eliminat-
ing and reducing fiddles that are hazardous to health, safety and the
environment. Fiddles can also affect the conditions for cheats in
many different ways.’

Cheats
Cheats are errors that arise as the result of deliberate actions, usually
this entails the evasion of rules to achieve personal gain. Cheats re-
lating to transfers and subsidies may be divided into “black” and
“white” cheats. “White” cheats concern wrongdoings that can be
detected through register checks.® “Black” cheats refer to errors
where the deception cannot be detected without special controls or
when the unlawful conduct cannot in fact be controlled at all.”

If an official or administrator circumvents the rules for personal
gain, the definition irregularities is used.

3. Ibid.

4. Tbid.

5. Deficient handling routines may, e.g. create opportunities to cheat.

6.° For example, to link and match computer files.

7.7 Ibid. When undeclared labour is not registered anywhere, e.g. in book keeping, bank-
ing transfers or deposits.
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These constitute an offence if the act committed is judged crimi-
nal. When the offence is committed within the scope of a business it
is classified as an economic crime.®

We have chosen to use the word cheats as it is often difficult to
prove premeditation and, therefore, it seems more appropriate to
use this loose definition rather than the more specific ‘crime’. Most
often cheats are connected with sanctions other than penalties and
the demand for proof of meditation is not as strict as when a crime
has been committed.” But from a preventive perspective it hardly
matters whether it is crimes or cheats that need to be hindered.

When referring to the premeditated infringement of a non-crimi-
nal rule or the use of a legal loophole, we will use the term abuse.
From now on, we will primarily discuss only cheats and fiddles."
The different sub-categories of the definitions will only be used if re-
quired.

Control

Control here means that which is elsewhere termed governance or
management with the purpose of preventing and counter-checking
cheats and fiddles.!! This can be contrasted to the the more narrow
definition that refers to behavioural rules and the exposure of and
sanctions imposed on divergent behaviour.'? One of the advantages

8. There are many definitions of economic crime. See Bergqvist, M. (2002) Ekonomisk
brottslighet — ndgot att rdkna med? In Sweden, economic crime is a crime of profit committed
within the scope of a business. There is a difference between corporate crime and occupa-
tional crimes, i.e. crimes committed in the interest of the firm and crimes where an employer/
employee abuses his/her position to commit a crime for personal gain. (Brottsférebyggande
radet (2002:1) Ekobrott. Utvecklingen av ndgra centrala brotistyper.) Sometimes economic
crime is meant to include infringements that are not criminal (see e.g. Traskman, P.-O. (1977)
”Ekonomins kriminalitet” in NU B 1977:25 Straffestysteme i Norden).

9. Administrative sanctions may, e.g. be used in response to incorrect information where
premeditation is not presupposed.

10. The fact that we do not discuss cheats and irregularities depends on the relatively few
instances of irregularities, thus, they are not as important in this context. The measures dis-
cussed to prevent fiddles and to some extent cheats are, however, not irrelevant to the preven-
tion and suppressing of irregularities. It is quite the opposite.

11. Chapter 3 looks at the different aspects of control.

12. Klintberg, T. (1980). Val och anvindning av styrmedel. En studie av byggnadsnimn-
dens tillsyn. Statens institut for byggnadsforskning. Stockholm: Statens rad for byggnadsfor-
skning.
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of the comprehensive definition is that it encompasses preventive
measures which makes it possible to adopt an overall perspective on
the activities. The government agencies’ control efforts are increas-
ingly governed by an integrated approach where efforts to improve
control is intertwined quality assessment and development.

Internal and External Control

Thus, our definition includes both internal and external control. In-
ternal control is directed towards agencies with the purpose of pre-
venting and suppressing wrongdoings and irregularities within their
operations. External control refers to the control of other activities
and external informants with the intent to prevent and counter-
check cheats and fiddles. Both forms of control are, however, inter-
twined and a well-functioning internal control is a prerequisite for
an effective external control.

Supervision

The wide definition of control also includes supervision which is a
form of external control. The definition is, however, used in many
ways and trying to establish a single and universal definition seems
unrealistic. Then it is easier to single out two principal uses, one of
a broader scope and another with a more narrow definition. Both in-
clude activities performed by others than the party controlled. The
first refers to the different actions taken in order to comply with the
intentions of the legislation. In this context, supervision is equivalent
to the implementation of the legislation and includes everything
from the drafting of law-defining directives to inspection and infor-
mation provision."

The narrow definition is restricted to the acts of supervising that
enterprises and other organisations comply with the existing regula-

13. Ds 1998.50. Att se eller titta pd — om tillsynen inom miljéomrddet.
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tions and have a well-functioning internal control and taking mea-
sures to carry through compliance.'

Implementation

This work is based primarily on studies of documents and literature
and five target group seminars have allowed us to gather informa-
tion from people working in the field.

Unfortunately, many of the measures and methods that we have
classified as good practice have not been scientifically evaluated.
However, we firmly believe that there is a lot to be learned from the
systematized experiences of the government agencies. We have as-
sessed the methods in the light of the scientific literature and they
should be considered as reasonably well-founded and promising.

Handbook Starting Points

A preventive approach

One starting point for this handbook is that cheats and fiddles need
to be fought with preventive actions in order to reduce the opportu-
nities of these wrongdoings. Prevention is often more effective than
cure. Many offences are and never will be exposed as control mea-
sures can never cover everything. Employing different sanctions
against detected offences has, moreover, proven difficult because of
liability problems. Systems of regulation and control should thus be
shaped so as"

14. Ibid.

15. Cf. Korsell, L. (2000) ”Riskbedomning och brottsprevention i den svenska lagstift-
ningsprocessen”. Forvaltningsrdtislig tidskrift 3-4. The four items are modifications of the
factors applied in situational crime prevention to fight traditional crime (Cf. Clarke, R.V.
(1997) Situationell brottsprevention. BRA).
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to reduce the risk of fiddles and to make it more difficult to cheat
to make it more risky to cheat and easier to detect fiddles

to reduce the rewards of cheats and fiddles

to counteract the justifications that facilitate cheats and fiddles

A problem-oriented approach

Another starting point is to consider that actions aimed at prevent-
ing cheats and fiddles should be based on a problem-orientated ap-
proach'® in which knowledge of cheats and fiddles is the corner-
stone. This approach involves'’

identifying the problem(s)

analysing the causes

formulating proposals for actions based on this knowledge
following up and evaluating the selected actions

What charactherises the problem-oriented approach is that knowl-
edge and strategies are used in a planned and goal-directed context.
At the present day, the main disadvantage of the work carried out
by the agencies is that it is to a large extent event-driven. This means
that the efforts are concentrated on correcting and proving cheats
and fiddles that happen to be discovered.'® A problem-oriented ap-
proach will increase the operational effectiveness as it ensures that
patterns are more easily discerned and that cheats and fiddles can be
fought through systematic and long-term efforts.

A comprehensive view on control problem

16. See e.g. Clarke, 1997; Torstensson, M. and Wikstrom, P.-O. Brottsprevention och
problemorienterat polisarbete. Knutsson, J. (ed.) 2003 Problemoriented Policing. From Inno-
vation to Mainstream. Goldstein, H. (1979). A Problemoriented Approach”.

17. Clarke, 1997.

18. Society’s control function resources are unevenly dispersed and only a fraction of all
offences are uncovered.
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Yet another point of departure involves a comprehensive view of
control-related problems. This is achieved through the integration of
a control-oriented thinking in all activities, from that of the Govern-
ment to those of agencies and other bodies. Control should be a part
in all procedures from legislation, management, planning, and orga-
nization to follow-up and evaluation. Only when it is “right all the
way” is it possible to effectively prevent cheats and fiddles.

Flexibility

The will to play by the rules is influenced by the degree of confidence
in the legislation and the authorities experienced by citizens, compa-
nies and other organisations. The trust is obtained through legiti-
mate, clear and not unnecessarily complex rules as well as through
dialogue, information and service provision. Most researchers agree
that intervening measures should only be taken when compliance
cannot be accomplished through ‘softer’ methods. A host of differ-
ent forms of sanctions is thus necessary. To stop the direct attacks
on the legislation it is necessary with a mix of punishment and per-
suasion, inter alia through dialogue, different types of sanction and
stimulation of a self-assuming responsibility, e.g. self-regulation.
The recurring question is: how can we best prevent cheats and fid-
dles while strengthening compliance in order to obtain a better goal
achievement and prevent or limit the harmful effects?

19. See inter alia Braithwaite, J. (1982) Enforced Self-Regulation: A New Strategy for
Corporate Crime Control”, Michigan Law Review 80. Friedrichs, D. (1996). Trusted Crimi-
nals. White-Collar Crimes in Contemporary Society. Bardach and Kagan, 2002.



2. Extent and Harms from
Cheats and Fiddles

Whether it is the result of faulty workplace conditions or unfair
competition, cheats and fiddles cause great harms to society.
The costs associated with tax evasion alone is estimated at over
100 billion SEK per annum.

The problem of cheats and fiddles is not marginal. In financial terms
the annual harmful effects in Sweden amount to more than 100 bil-
lion SEK."' Furthermore, every year a number of individuals are ex-
posed to health risks, injured and some even die as a direct result of

cheats and fiddles.

What Harms Are Caused by
Cheats and Fiddles?*

Harmful effects resulting from cheats and fiddles include the follow-
ing:

1. See Persson, A. (2002). Oroliga skattebaser. Riskomraden for skattefel med interna-
tionell anknytning. I: Vdra skatter? Expertrapporter till skattebasutredningen. SOU 2002:47.
For an account of the basis of the calcualtion see RSV (2001) Skattestatistisk Arsbok. Many
commentators claim that economic crime entails economic harms that in financial terms
exceed those caused by traditional crime. It is estimated that they are 10 to 35 times higher.
See Coleman, J.W. (2001) The Criminal Elite. Understanding White-Collar Crime; Slapper,
G. and Tombs, S. (1999) Corporate Crime.

2. See Magnusson, D. and Sigbladh, R. (2001) Ekonomisk brottslighet. Sd skyddar du
dig och din verksambet



26 Extent and Harms from Cheats and Fiddles

— Direct economic harms
Firms and private individuals loose money through frauds and
other economic offences.

— Increased taxes and fees
Cheats and fiddles make the taxpayers’ burden even heavier to
carry.

— Undeclared work leads to deteriorated safety
The individual who works without being registered for tax is not
entitled to sickness benefits or pensionable income.

— A fair allocation policy is put out of the running
The individual who fiddles does not pay the proper tax nor does
(s)he receive the proper benefits which affects society’s ability to
reallocate its financial resources.

— The market mechanisms are damaged
Enterprises can obtain illegal competitive advantages through tax
evasion or by disregarding the rules that apply to their operations.
This affects honest businessmen who risk being driven out of busi-
ness or feel forced to themselves fiddle in order to survive.’ The
fact that effective firms are knocked out while ineffective enter-
prises remain in the market will lead to impaired public finances.

— Accidents and injuries with consequences for life and bhealth
When companies and government agencies inter alia do not meet
the health standards in the food and drinks sector, the health of
individuals is jeopardised.

— Impaired physical environment
Breaches of the environmental rules cause increased pollution and
the ecological system may be upset.

3. Alalehto, T. (1999) Motiv eller tillfille? En studie om ekonomisk brottslighet i restau-
rangbranschen.
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— Inequality
For example, poor quality standards means that the education in
some schools is of such a low quality that its students have smaller
chances of being accepted to higher studies.

— Breach of faith
The more cheats and fiddles are allowed to spread and become
known, the less faith individuals and companies will have in the
legislation, welfare and the political system.

The Extent of Cheats and Fiddles

It is impossible to make any definite conclusions as to the overall ex-
tent of cheats and fiddles in Sweden or elsewhere, but we may rely
on estimations.” These show that the offences in question amount to
considerable sums.’ The Swedish National Audit Office® has appra-
ised how many citizens worked without being declared for tax in
1997. The estimations include the following:

— 11 to 14 percent of the population from 18 to 74 years of age has
carried out undeclared work during 1997. This means 650 000 to
800 000 individuals.

— The average undeclared work week was 5 hours a week

— This undeclared work is equivalent to 5 percent of the total
amount of work performed in Sweden

— The undeclared work is equivalent to 3 per cent of the GNP and’

— The undeclared work involves a revenue reduction of 20 to 40 bil-
lion SEK per annum

4. See Bergqvist (2002) for an account of methods and attempts to estimate cheats and
fiddles.

5. In the welfare area it can be contended that even though the individual fiddles does not
account to much financially, the total sum will amount to billions due to the high benefits and
tax volumes.

6. RRV (1998:28) Svart arbete 2. Omfattning.

7. Other estimates indicate that this assessment is somewhat under-estimated
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The costs associated with tax evasion alone is estimated at over 100
billion SEK per annum (approx. 11 billion Euro) in Sweden.®

Statistics from the social insurance agency indicate that 3-10 per-
cent of all claims handled in Sweden involve cheats of a serious type.
Less serious cheats that have no direct material consequences’ occur
in nearly half of the cases.'’ 0 In the mid-1990s the Swedish National
Audit Office estimated that the leakage in the national social insur-
ance system accounted for 5-7 billion SEK."

To what extent cheats and fiddles occur in areas besides those of
taxation and social insurance, remains to be elucidated as the dis-
closed statistics are of an operational type. Statistics from the Swed-
ish Work Environment Agency suggest that inspection notices
stipulating required rectifications to deficiences are issued in more
than half of the inspections.'* This information does, however, say
more about the agency’s resources and priorities than it does about
the actual extent of cheats and fiddles.'® Nor is it possible, on the ba-
sis of the statistics of accidents, to make a reliable estimation of the
actual quantity. We know that in 1998 52 work-related deaths and
35 000 injuries, inlcuding 7 877 of a serious kind, were reported.'*
But what we do not know is how many of these accidents were
caused by companies limiting or neglecting safety regulations or if
the employees were put to such pressure that they themselves over-
look those safety measures. It is, however, certain that these figures

8. Skattestatistisk drsbok 2003. Stockholm: Riksskatteverket

9. Indirectly, however, they will lead to an increasive in administrative costs and it may
also affect the agency’s allocation of resources negatively. This is especially true if the cheats
are the result of a structural error in the system.

10. See RRV 1999:39A. According to said survey this is also true of the student aid sys-
tem.

11. RRV (1995:32) FUSK - systembrister och fusk i vilfdrdssystemen.

12. Arbetsmiljoverket (2003). Verksamhetsstatistik 2002 — Arbetsmiljoinspektionen.

13. The Swedish Work Environment Authority has concentrated its inspections to certain
areas perceived as problematic.

14. Serious injuries include deaths and injuries resulting in more than 29 days of absence
due to illness.
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include 121 reported instances of grievous bodily harm, 7 cases of
manslaughter and 181 workplace environmental offences."

Who Is Harmed by Cheats
and Fiddles?

Cheats and fiddles have an impact on individuals and enterprises as
well as society at large. This effect may be divided into primary, sec-
ondary, and tertiary victimisation.'®

— Primary victimisation refers to individuals who are injured by
cheats and fiddles, for example, an employee may suffer a work-
related injury because the employer has not complied with the ex-
isting safety regulations.

— Secondary victimisation includes cheats and fiddles that harm im-
personal victims such as firms, organisations and financial institu-
tions.

— Tertiary victimisation refers to the harms inflicted on more diffuse
entities and values such as society at large, the ethical climate, the
market, the environment and the faith in the authorities.

The harmful effects can be of a more or less evident character. Eco-
nomic crime research!” differs between direct and indirect victimisa-
tion as follows:

— Direct victimisation
Direct victims are those primarily affected by cheats and fiddles,
for example, individuals handling prohibited and dangerous

15. The Swedish Work Environment Act states that a penalty may be imposed on persons
who premeditatedly or negligently remove the safety device or render such a device inopera-
tive without valid cause. The regulations or stipulations announced in accordance with the
law may also involve criminal sanctions. Legal liability usually only applies when compliance
with an injunction or prohibition has failed (ch. 8, 1§), but sometimes a direct liability will be
applied on regulatory breaches. The subjective prerequisite remains the same, premeditation
or negligence, regardless of which category the rules apply to.

16. Lindgren, S.-A. (2001) Ekonomisk brottslighet. Ett sambiillsproblem med forbinder.

17. Ibid.
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chemical substances can be exposed to life and health threathen-
ing hazards.

— Indirect victimisation
Indirect victims are those who suffer from harms even though
they are not directly exposed to cheats and fiddles, for example,
when the taxburden on the taxpayer is increased as a result of en-
terprises employing undeclared labour and consequently with-
holding taxes and fees from society.



3. On the Issue of Control

Issues of control of cheats and fiddles can be found at three lev-

els:

— the political governance of the administration and the mem-
bers of society

— the government agency governance of its own organisation

— the administration’s governance of the members of society

These are the three levels of control that will be discussed in this
book.

Eventhough our main focus is on regulation and control activities in
individual countries, this chapter will also look at tendencies of the
EU impact on the Member State supervisory activities.

The Structure and Legitimacy
of Control

In general, the public decision-making process consists of a number
of structured and well-defined phases: initiative, referral, legislative
and implementation.' According to fundamental democratic ideals

1. See e.g. Vedung, E. (1998) Utvdrdering i politik och forvaltning.
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the will of the people may be seen as a one-way street flow involv-
: 2
ing:

- political governance of the administration and the members of so-
ciety (administrative governance)?

- government agency governance of the administration (organisa-
tional governance)

— administration governance of the members of society (societal
governance)

In this context, control is a means to ensure that political decisions
are implemented and that the regulatory systems that the parliament
and government have decided on are maintained and complied with.
From a democratic perspective control can, therefore, be regarded as
a method of preserving the respect for the Will of the People as ex-
pressed in laws and regulations. Important to this respect is that the
control is perceived as effective and protecting the legal rights of the
individual and that the balance between the two is acceptable.* If
this fails, the legitimacy of the central government might be under-
mined.

2. See Lundqvist, L. (1997). ”I demokratins tjinst. Statstjinstemannens roll och vart
offentliga etos”. I SOU 1997:57 [ medborgarnas tjinst. Objectors contend, however, that this
model does not reflect the actual conditions as it is actually the authorities that govern the
political decision-makers rather than the other way round. According to the elite theory in
political science the authorities govern in reality as they have the advantage of information in
relation to the political decision level (Rothstein, B. (1994). Vad bér STATEN gora. Om
vilfirdsstatens moraliska och politiska logik). Another theory often referred to is the so
called street-level bureaucracy theory according to which public policies are actually designed
by the street-level bureaucrats, i.e. the officals working in direct contact with the clients such
as police officers, social workers, insurance handling agents, inspectors, and teachers. Lipsky,
the theory’s most prominent propagator, has stated as follows: “decisions of street-level
bureaucrats, the routines they establish, and the devices they invent to cope with uncertain-
ties and work pressures, effectively become the public policies they carry out” (Lipsky, M.
(1980). Street-level Bureaucracy. Dilemmas of the Individual in Public Services, p. xii).

3. A fourth factor could be given as the politicians governing of the members of society as
they through legislation and other means directly influence their behaviour and space to act/
manoeuvre. From now on we will instead refer the political governing of the members of
society to the first factor sited above. Furthermore, in this context we may also speak of polit-
ical, administrative, and operational control.

4. Cf. RRV 1998:39A.
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The means of governing at the disposal of the public power can
be reduced to three main categories and given as follows:’

- regulations
— financial means of governance
— informative means of governance

Regulations are the instructions implemented by political or admin-
istrative bodies that the target group has to comply with. Financial
means of governance refer to the act of supplying or depriving ma-
terial resources in order to obtain the desired state or action. By in-
formative means of governance is implied the impact obtained by
conviction, persuasion or information. This includes direct personal
advice, education and information activities. The informative means
of governance are either of the knowledge transferring or pleading
kind. The former includes information about, the latter information
that.®

The Dimensions of Control

Control has several dimensions and two of the most central are time
and proximity. They may be seen in the light of the dichotomy be-
tween reactive control — preventive control and direct control — indi-
rect control.

5. Vedung. 1998.

6. Ibid. Information about is a necessary condition of all governing as all seriously
intended public governing must be based on the prerequiste that the governed have informa-
tion about the existence and meaning of the means of governing. Information that involves,
inter alia, pleading for certain ways or strategies of action or influence of attitude. This may
be more or less governing depending on what the information includes and who the sender
and addressee are.
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Reactive and Preventive Control

Reactive control includes measures triggered by an undesired event
in the past. Preventive control implies actions aimed at preventing a
certain unwanted event from happening or recurring.

The counteractive effect of the preventive method is two-fold.
First, potential sanctions are presumed to deter the controlled (indi-
vidual prevention) as well as others (general prevention). Second, the
information obtained at the discovery of undesired events can be uti-
lised in a systematic way in order to prevent similar events from oc-
curring (system prevention).”

Definitions used in connection with preventive and reactive con-
trols include planned and event-driven control.

Direct and Indirect Control

Direct and indirect controls are primarily used in connection with
external controls of enterprises and organisations. When direct con-
trol is exercised the government agency in question conducts surveys
and performs, inter alia, inspections and site visits. Indirect control
involves information collected or provided by the controlled in con-
nection with self-regulation activities.®

Three levels of self-regulation can be distinguished.” The lowest of
these is documentation which involves the duty to document in or-
der to enable inspections — for example, the obligations imposed on
physicians to keep case records and on professional drivers to record
working hours in a log-book.

The next level is the duty to report. It goes beyond the documen-
tation phase in that there is an obligation to hand over documenta-
tion or compilations to the controlling agency. The duty to report

7. Cf. Malmer, 2003. In: Korsell, L. Strategi mot ekobrotten. Erfarenheter, metoder och
teorier. Brottsforebyggande radet.

8. SOU 2002:14. Statlig tillsyn. Granskning pd medborgarnas uppdrag. Delbetinkande
av Tillsynsutredningen.

9. Rudén, C. et al. (1998). Att se till eller titta pd — om tillsynen inom miljoomradet. Rap-
port till Expertgruppen for studier i offentlig ekonomi (Ds 1998:50).
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applies for instance to the setting-up of certain environmental-harm-
ing activities.

The third level of self-regulation is self-inspection where the con-
trolled is obliged to arrange internal inspections and/or other control
activities to ascertain that the thrust of the legislation is met. Many
government agencies employ a combination of enterprise self-regu-
lation and a deliberate venture on system control, inter alia control
directed at the corporate self-regulatory systems (competence, or-
ganisation, routines, etc).'” From the viewpoint of the controlling
party, it is important to assure that the controlled has access to sat-
isfying means of detecting wrongdoings and deficiencies, as well as
the ability to correct them. It follows that system control is primarily
focused on form rather than content.!!

System control is, thus, a modern form of control far away from
the control of the olden days when agencies themselves carried out
tests or in other ways examined the operations in detail.

The European Impact on Member State
Supervision

Each Member State is responsible for the national supervision, but
the European Commission has of late shown a greater interest in the
administration policy of some policy areas. It is, however, difficult
to give a complete picture of how the EU affects the control within
each Member State. This is mainly due to the fact that the develop-
ment of how the community legislation and the EU institutions reg-
ulate and influence the national administrations is a step-by-step
procedure. This is further complicated by the fact that the different
policy areas are not keeping in step.'?

Some tendencies can, however, be discerned. The Swedish Agency
for Public Management estimates that the EU influences Swedish

10. Ibid.
11. SOU 2002:14.
12. Statskontoret, 2004/361-5: EU:s paverkan pa svensk tillsyn.
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control agencies, and consequently those of the other Member
States, mainly in four different ways:"’

* Cooperation between Member State supervisory
agencies

A closer cooperation with their EU counterparts have increasingly
made the national supervisory agencies a part of a European net-
work of control. This collaboration is entirely voluntary, but the
community law stipulates cooperation within certain areas such as
the financial market, product safety and animal transports.

In some areas more far-reaching demands are imposed on the na-
tional bodies. There is a tendency towards the regulation and for-
malisation of informal collaboration between national agencies. In
some areas they are obliged to collaborate with their equivalents in
the other Member States and the agencies can ask for assistance
from other countries as regards exchange of information, investiga-
tions or local inspections.

The demands for collaboration are also included in the commis-
sion proposal for a Services Directive. The aim is to regulate the ex-
tensive services market through a single horizontal directive which
would affect a large number of control areas. New demands would
thus be imposed on many agencies.

* European control of Member State supervision

Within many areas a separate EU agency can be found at the centre
of the European supervisory networks created. So far, the Commis-
sion has set up 16 separate agencies and the number is rapidly grow-
ing.

These agencies are committed to the contribution of a more effec-
tive compliance with community legislation, but the range varies
when it comes to information, authority and size. For instance, some

13. The following is based on The Swedish Agency for Public Management (Statskon-
toret) report cited above.
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agencies monitor the national supervisory system through site in-
spections. The fishing agency recently proposed by the Commission
will also prioritise how the supervisory resources of the Member
States are used.

* Demands for cooperation of supervision within the
Member States

Even though the Member States are free to choose the form of or-
ganisation, if they want one or more agencies to carry out the super-
vision, there are demands for cooperation between the national
monitoring agencies in some areas. Certain Directives stipulate that
each and every Member State should appoint a central point of con-
tact for each specific area in order to facilitate the exchange of infor-
mation between the countries and the Commission. This in turn
places demands for interaction and communication between the su-
pervisory agencies within the Member States.

* Styles of regulation influence the styles of supervision

The design of the Directives can also change the conditions for su-
pervision in the Member States. Since the mid-eighties the EU has
applied the so called New Approach to harmonise the product de-
mands of the different states. The control of products included under
New Approach Directives is carried out by the manufacturers and
importers. Authority control is not exercised until after the products
have reached the market.






4. Casual Factors Relevant
to the Prevention and
Suppression of Cheats

and Fiddles

Effective measures against cheats and fiddles are based on
knowledge of the causes behind them.

We have in this book chosen to concentrate on the empirical data of
economic crime research rather than specific theories. There are two
central themes to this data and a first concerns the motives that drive
these offences, a second relates to the importance of the opportunity
structure. Information about these conditions is essential to the
shaping and selection of measures against cheats and fiddles.

Motives for Cheats and Fiddles
Why Do We Obey or Break the Law?

Literature gives three main reasons for compliance with the law: cal-
culated motivation, normative motivation and social motivation.'
An important prerequisite for all types of motivation is the ability to
obey the law. In other words, that the actor has the knowledge of
existing rules as well as the capacity to comply.

1. The definitions are from Winter, S. and May, P.J. (2001). ”Motivation for Compliance
with Environmental Regulations”. In Journal of Policy Analysis and Management, vol. 20,
No. 4, 675-689.
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Calculated Motivation

To prevent cheats it is more effective to enhance the risk of dis-
covery than to rely on the threat of punishment.

This type of motivation presupposes, in accordance with the Ratio-
nal Choice Theory, that people are calculating and weigh the pros
and cons of complying with the law. If the pros outweigh the cons,
the law is thus obeyed. The proponents of this theory emphasize the
preventive functions, both general and individual, of different sanc-
tions.?

Research does not, however, support the theory that the probabil-
ity of punishment and the severity of sanctions has an effect on com-
pliance.> On the other hand, many studies show that the risk of
detection, especially the perceived risk, is of importance to the will
to comply.’

The corporate will to comply is dependent on the financial costs
of compliance such as rises in administrative costs, costly invest-
ments in machines and delays or decreases of production. However,
the results vary according to size, organizational form, and type of
activity. Small enterprises, sub-contractors, companies operating in
sectors with small margins of profit and firms with bad financial po-
sitions are less inclined to obey the law because of compliance costs
than larger enterprises.®

Furthermore, field surveys directed at business managers show
that if an offence is likely to improve the individual’s future career
opportunities the probability of compliance is smaller. Another in-

2. Winter and May, 2001; see Simpson, S. (2002) Corporate Crime, Law, and Social
Control.

3. For an in-depth account of the empirical literature see Simpson (2002).

4. The perception of the risk of detection differs from the objective risk in that it issues
from a subjective judgement rather than the actual risk of detection. Generally, people tend
to perceive the risk of detection as greater than it really is which means that a lot can be
gained from making individuals and companies believe that the risk is much larger.

5. Ibid.

6. Winter and May, 2001; Gunningham, G. and Johnstone, R. (1999) Regulating Work-
place Safety.



Motives for Cheats and Fiddles 41

fluential factor is financial gain, obtained either through saving
money for the firm or by increasing the income.”

Normative Motivation

— Legislation and control that are perceived as appropriate and
fair will increase compliance.
— The will to comply is influenced by other people’s behaviour.

Normative motivation is based on a combination of the feeling of
moral duty to comply and the degree of perceived legitimacy.® A de-
cisive factor is whether the individual has internalised the prevailing
standards and values.

Several studies confirm that compliance is greater when the regu-
lated feels morally obliged to obey the law.” It has also been shown
that a feeling of civic duty increases the taxpayer’s will to comply.'°

It is of the utmost importance to the legislative legitimacy and
compliance that the legislation is perceived as reasonable and fair.
Research implies that the perception of fairness, and thus the legiti-
macy of the regulatory system, is influenced by the degree of support
the legislation has.!' The feeling of fairness is in part based on the
condition that the authorities apply the law in a fair way, but also to
which extent other people obey the law. If the government agency
handling varies from actor to actor and if other people do not obey
the law, the will to comply decreases. This conclusion is confirmed
by a number of empirical studies of taxpayers’ compliance in the
USA", individual’s compliance to a range of laws in Denmark'® and

7. Simpson, 2002.

8. Winter and May, 2001.

9. For a review see Tyler, T.R. (1990). Why people obey the law. Braithwaite, J. (1985).
To punish or persuade: Enforcement of coal mine safety. Bardach and Kagan, 2002. Simp-
son, 2002.

10. McGraw, K.M. and Scholtz, J.T. (1991) ”Appeals to civic virtue versus attention to
self-interest: Effects on tax compliance”. Law and Society Review, 25, 471-493.

11. Andersen, J.G. (1998). Borgerne og lovene; Bardach and Kagan, 2002. Tyler, 1990.

12. McGraw and Scholtz, 1991.

13. Andersen, 1998.
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the USA," and the compliance of military service rules in a number
of countries."

How can we think that it is wrong to break the law, break it any-
way while preserving a self-image of ourselves as decent people?

Research shows that there are other mechanisms that impairs the
moral or civic duty to comply even if values behind the legislation
are perceived as good.''®® An important factor, it is argued, is the ac-
cess to rationalisations justifying the unlawful conduct. These ratio-
nalisations are important factors of motivation as they are applied
before the offence is committed. Such examples include “this crime
will not harm another individual”, “the offence is necessary” (in or-
der to survive or to obtain a superior financial goal) or “everybody
else does it”."” Where do all these rationalisations or neutralisations
stem from? Research have focused on the existence of a host of sub-
cultures that can arise in the workplace, certain trades or different
business cultures.''® These cultures provide for generalisations that
can be used to legitimate the infringements. Cressey has expressed it
accordingly:

Each trusted person does not invent a new rationalization for his
violation of trust, but instead he applies to his own situation a ver-
balization which has been made available to him by virtue of his
having come into contact with a culture in which such verbalizations
are present."’

14. Tyler, 1990.

15. Levi, M. (1997) Consent, dissent and patriotism.

16. This is often a problem with the infringements discussed in this book. The infringe-
ments are carried out by individuals who usually comply with the rules and on the whole
share the values of society, but still break some rules.

17. Cressey, 1953; Lindgren, S.-A., 2000.

18. Ibid.

19. Cressey, D. (1953) Other People’s Money: A Study of the Social Psychology of
Embezzlement, p. 137.
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Social Motivation

Informal sanctions imposed by family, friends and colleagues
have a greater preventive effect than formalised punishment.

Social motivation implies that the individual obeys the rules in order
to be accepted by his or her peers. This adaptation can in the long
run have a socialising effect which may lead to a normative con-
straint to comply, but the social motivation differs from the norma-
tive in that the individual obeys the law even though the standards
have not been internalised.

People with strong ties to the community stand a lot to loose from
becoming the subject of legal proceedings. Individuals who attach
great importance to the opinions of family members, neighbours,
colleagues, and superiors are likely to be deterred by factors that
threaten these relationships. The previously mentioned business
manager field survey showed that social pressure and feelings of
shame and guilt over soiling the good name of the enterprise had a
major impact on the will to obey the law.?°

The exercise of public authority based on mutual agreement and
supported by the possibility to use harsher sanctions is more likely
to increase compliance than a strict legalistic exercise of authority
based on threats of sanctions and confrontation.

The shaping of the control activities and the way in which they are
carried out have proved to be important to social motivation and
compliance.”' Several surveys show that a formalistic approach is
beneficial to compliance in that it is lucid as to what is expected of
those regulated.? But if the approach turns into exaggerated metic-
ulousness, the level of compliance will inevitably drop.? Further-
more, coercion may to a certain extent have a positive effect on

20. Simpson, 2002.

21. Winter and May, 2001.

22. Hawkins, k. (1994) The Uses of Discretion; Hutter, B. M. (1986) ” An inspector calls:
The importance of proactive enforcement in the regulatory context”. The British Journal of
Criminology, 26(2): 114-128.

23. Bardach and Kagan, 2002.
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compliance — for example, when the authorities have to use the
threat of sanctions in order to be taken seriously.?* Too much coer-
cion may, however, have a negative effect on the will to comply.?

Research imply that a way too legalistic strategy that emphasise
strict compliance in combination with a distrusting attitude towards
the regulated and threats of sanctions, will lead to a decline in com-
pliance. Studies also show that a more persuasive and consensus-ori-
entated strategy needs to be supplemented with the possibility to
resort to stricter methods.*®

Objectors of a more consensus-orientated approach have con-
tended that the supervisory agency can become trapped in its role
and thus be too considerate in regards of the interests of the opera-
tions rather than promote the interests of society. Research does not,
however, give a clear picture of the actual conditions but most com-
mentators agree that consideration might indeed constitute a risk
factor.”’

The Ability To Obey the Law

Information about the legislation and its implications increases
compliance.

Knowledge of the demands imposed by the legislation is a prerequi-
site for compliance, but even if an actor knows of the existence of a
law, it is not sure that (s)he understands it. The regulation may, for
instance, be too vague or too complex. Surveys indicate that the

24. Braithwaite, J. (1985). To punish or persuade: Enforcement of coal mine safety,
Burby, R. J. And Paterson, R. G. (1993) ”Improving Compliance with State Environmental
Regulations”. Journal of Policy Analysis and Management, 12, 753-772. Scholz, ]J.T. and
Gray, W.B. (1997). ”Can government facilitate cooperation? An informational model of
OSHA enforcement”. American Journal of Political Science 41(3):693-717.

25. Winter and May, 2001.

26. Braithwaite, J. (1995). The Politics of Legalism: Rules Versus Standards in Nursing
Home Regulation; Burby and Paterson, 1993; Simpson, 2002. Kagan, R.A. (1994). "Regula-
tory Enforcement”. In: Rosenbloom, D.H. and Schwartz, R.D. Handbook of Regulation and
Administrative Law. New York: Marcel Dekker.

27. The definition capture is frequently used. Simpson, 2002.
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greater the knowledge of a law is, the greater compliance will be. Be-
sides avoiding accidental law breaches, increased knowledge will
create a greater understanding of that specific law and the actions of
the authorities.”®

In a study of Danish farmers’ will to comply with environmental
laws the law-abiding behaviour was 28 percent higher in well-in-
formed subjects in comparison with those less informed of the laws
at issue. The discrepancy remained even after consideration had
been taken to other factors such as motivation.”” Knowledge of the
rules may thus be said to have an impact on the will to comply.

Considering the capacity to comply

Several surveys show that knowledge of the rules and the will to
comply, whether it stems from a moral duty or from social pressure,
is insufficient if the regulated does not have the financial means to
obey the law. This may, for instance, involve costs for the purchase
of machines or technical equipment or increased costs as a result of
demands of reports or other administrative arrangements.’ This is
increasingly true of small enterprises, firms in a tight financial situa-
tion and firms operating in sectors with fierce competition and nar-
row profit margins.’’ It is not unusual for larger enterprises to
propagate for stricter rules as part of a hidden agenda to eliminate
competing small enterprises.*

It is thus up to the authorities to investigate the firms’ capacities
to meet the requirements of the law.

28. Winter and May, 2001. In some cases, such as when the law is not perceived as legit-
imate, information may work to the contrary.

29. Ibid.

30. Ibid.

31. Cunningham and Johnstone, 1999.

32. Coleman, 2001; Holmberg, S. (1981) Mot monopolisering? NO:s verksamhet under
25 ar.
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The Propensity for Breaking the Law

Legislation and control should

— support the large law-abiding majority

— offer support while increasing the risks for those prone to
break the law

— suppress the motivated transgressors

Attempts have been made to take into account the different motiva-
tion factors and to group individuals and enterprises according to
their will to comply with the law and the factors influencing their
will to obey the rules.’

Individual Compliance

Individuals have been classified into three categories based on
whether they are unwilling, slightly inclined or if they show a pro-
pensity for breaking the law.**

Research on the law abidance of individuals indicate that a major-
ity are unwilling to commit an offence and that they feel morally and
socially obliged to obey the law if they perceive it as legitimate. They
are not influenced by threats of the different degrees of sanctions as
the thought of committing a crime does not occur to them. A study
on tax evasion shows that 73 per cent stated that they were unwill-
ing to fiddle regardless of the probability of being punished or the
severity of the punishment. Furthermore, the outcome remained the
same even when the risk of sanctions was minimal.*’

Risk will, however, have an effect on those with a certain inclina-
tion to commit offences. Even the smallest of differences in the risk
of punishment is important. These individuals have what researchers

33. With individuals is meant the individual action not occurring within a firm or in its
scope, e.g. as regards regulations in the tax and social insurance areas respectively. As regards
corporate actions we refer to the individual’s action on behalf of the firm and the extent the
corporation and the organisational environment promote different actions.

34. Simpson, 2002.

35. Thurman, Q. (1989) ”General Prevention of Tax Evasion: A Factorial Survey
Approach”. In: Simpson, 2002.
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term as a tipping point, which means that when this point is reached
the individual feels that the costs of the increased risk outweigh the
benefits of a crime.* A study of tax evasion implies that even when
the risk is no longer equal to zero, for example as a result of in-
creased controls, it has a powerful deterring effect. One explanation
for this could of course be that the survey targeted middle-class uni-
versity students, who would stand a lot to loose in social status if
they were caught. Even the smallest change in the risk of detection
and punishment is enough to deter them from breaking the law.>”
For the small group of individuals with a propensity to commit a
crime neither threats of punishment, nor moral duty or peer pressure
seem to have any effect. They tend to regard the opportunities of
crime as both possible and desirable. Furthermore, some of them ig-
nore the threat of sanctions as it would lessen their criminal belief
that offences can be committed with success. Others see this risk as
one among others associated with their particular line of business.*®

Corporate Compliance
Corporate compliance ranges from the most law-abiding to the
least, from “good firms” to “bad firms”.*

“Good firms” are governed by the belief of a long-term self-inter-
est. For them it is important to watch their reputation in the market,
maintain good union relations, prevent legal actions, and to avoid
being regarded as irresponsible. They would not necessarily act re-
sponsibly without the presence of a real “threat” from the control-
ling authorities, but they are nevertheless inclined to obey the rules.
They consider the consequences and are willing to compromise, but
may also offer resistance to rules that are perceived as unfair.*

36. Tittle, C.R. and Rowe, A.R. (1974) ”Certainty of Arrest and Crime Rates: A further
Test of the Deterrence Hypothesis”. In: Simpson, 2002.

37. Klepper, S. and Nagin, D. (1989) ”Tax compliance and Perceptions of the Risk of
Detection and Criminal Prosecution”. In: Simpson, 2002.

38. Simpson, 2002.

39. Pontell, H.N. and Calavita, K. (1993) ”White-Colar Crime in th Savings and Loan
Scandals”. In: The Annals of the American Academy of Political and Social Science.

40. Ibid.



48  Causal Factors Relevant to the Prevention and Suppression of Cheats and Fiddles

In between the good and the bad we find “reasonably well-man-
aged firms” that are not wholly successful in their internal control
and in complying with the rules. Nevertheless, they are willing to
correct errors when these have been pointed out to them and they do
not weigh the benefits of offences against the risk of detection and
sanctions.

The “bad firms” obey by short-term and narrow financial goals.
Some break the law because the owners are selfish, others find them-
selves in a financial crisis and cannot afford to comply. The trans-
gression is thus the result of a desire to cut costs rather than the belief
that the rules are unfair. As soon as an occasion arises they will
break a promise to rectify deficiencies and they regard legal proceed-
ings as a means of stalling.

Experiences from supervisory agencies in the USA show that 20
percent of the companies will play by the rules without hesitating for
the sole reason that the rules are legally binding. 5 percent will try
to get past the rules and the remaining 75 percent will obey by the
rules as long as they believe that the other 5§ percent will be pun-

ished.*!

Opportunities To Cheat and Fiddle —-
The Opportunity Structure

The three factors of motivation, calculated, normative and social
motivation, are in themselves not enough for cheats and fiddles to
arise. It does not matter how high the motivation is if there is no op-

41. Braithwaite, J. (1993) ”Transnational Regulation of the Pharmaceutical Industry”.
In: The Annals of the American Academy of Political and Social Science. Cf. Bardach and
Kagan, 2002; Simpson, 2002; Gunningham and Johnstone, 1999.
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portunity to cheat and fiddle. Whether one chooses to take this op-
portunity or not depends, however, on the motivation of the actor.*

If there is an opportunity to commit a crime and the control is in-
sufficient we have what in crimonology is known as a crime genera-
tive situation. These situations depend on the design of the
legislation, conditions in the organizational environment, structural
factors and the design of the control system.

The Importance of Regulation To the Opportunity
to Cheat and Fiddle

Rules and systems of rules can shape as well as reduce the
opportunities to cheat and fiddle.

It is obvious that laws and rules affect the opportunity structure by
stating which acts are legal and which are illegal. The more unlawful
acts, the more opportunities to cheat and fiddle.

Furthermore, unclear or complex rules can create opportunities to
cheat and fiddle and regulations may be insufficient if they do not
entail adequate sanctions or limit the government agencies’ possibil-
ities to act. Regulations may also be inadequate in the sense that they
contain loopholes or give rise to unwanted effects or create incentive
structures which may give opportunities to cheat and fiddle.

42. Coleman, among others, have argued that whether an opportunity exists or not is
dependent on subjective judgements. The same situation can be judged differently by differ-
ent individuals. A criminal action is thus a result of the motivation that arises in the interplay
between individual propensity and situation. According to Coleman the following factors are
crucial to whether an opportunity is deemed attractive or unattractive: 1) the expected profit,
2) the perception of potential risks, 3) the correspondence between the opportunity and the
actors ideas, rationalizations and perceptions, and 4) the relative advantages of alternative
ways of action. See Lindgren, 2000, p. 67.
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Organisational Factors that promote Cheats
and Fiddles

Economic crime research shows that organisations* direct their in-
terest mainly towards the conditions within the organisational envi-
ronment that create and distribute the offence opportunities.
Information about these conditions may increase the authorities’
prospects to prevent cheats and fiddles.

No firm can remain unaffected by the market. Each individual en-
terprise develops its own culture that is bound to be heavily in-
fluenced by the market conditions. Legislation, self-regulation
and other approaches to regulation must also take into account
what kind of companies they are addressing and which market
situation they are in.

Even if there are many similarities between the reasons behind cheats
and fiddles, there is also a higher complexity within organisations
that is evidently lacking in individuals. Organisations and the stan-
dards that they develop may thus constitute an important explana-
tion for cheats and fiddles** and the wrongdoings may continue even
after some employees leave and others brought on board.*

Firms break the law for a number of reasons — for example, to
keep on making a profit, to tackle an unstable market, to cut costs
or to oust a competitor.* That is why some enterprises fiddle with
their taxes, pollute the environment, strike illegal pricing agree-
ments, manipulate their books or in other ways break the rules in the
market.

It is, from a regulation perspective, difficult to influence organisa-
tions as they may not be regarded as one and sole unity and depart-

43. This involves almost exclusively companies (Lindgren, 2000).

44. Vaughan, D. (1983) Controlling Unlawful Organizational Behaviour. Social Struc-
ture and Corporate Misconduct. Jamieson, K. M. (1984) The Organization of Corporate
Crime. Dynamics of Antitrust Violation.

45. Sutherland, E.H. (1949) White-Collar Crime.

46. Haines, F. (1997) Corporate Regulation. Beyond ”Punish or Persuade”.
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ments within the firm may, for instance, develop their own cultures
and sub-cultures.*’ It is generally and wrongly believed that if a gov-
ernment agency can influence the management this will also have an
affect on the entire organisation.*®

Haines* thus argues that to focus too much on the relationship
between the controlling authority and the controlled firm is a risky
approach. The latter cannot be analysed based only on its reactions
to the measures proposed by the agency. It is, however, important to
emphasize that the kind of relation arising between controller and
controlled is only one aspect of many influencing the latter’s will to
comply. We must also consider the social context®® and the ‘room’
to act.’

The implications of the social context are many. First, the organ-
isational culture has to be considered. It may be completely focused
on getting the job done and, for this reason, there will be many
transgressions of the rules. Second, it is essential to look at the or-
ganisation’s position in the market, whether it is a dominating actor
or a sub-contractor in keen competition. The most important factor
to internal culture and external market pressure is the choice of op-
tions that the organisation has at its disposal for long-term success.
A firm that feels obligated to act in a short-term perspective tends to
develop a culture of transgressions. If there is space for a long-term
thinking it will increase both the options and the will to comply.*

The corporate culture and the way the firm reacts to legislation
and control will be affected by surrounding environment. The con-
clusions can be given as follows™

47. Ibid.

48. This does not imply that management is not important. Several studies indicate that
the management’s position is of great importance to the ethical climate in the workplace.
Other surveys also show how it is possible for the management symbolically define unethical
and illegal activities as working routines without moral obligation/importance to the employ-
ees (see Lindgren, 2000).

49. Ibid.

50. Ibid.

51. Johnstone, R. (1999) "Putting the Regulated back into Regulation”. Journal of Law
and Society.

52. Haines, 1997.

53. Ibid; Johnstone, 1999.
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— Larger companies are more inclined to comply, and it is also easier
for them to do so, than small companies.

— Competition affects a firm’s law abidance and if there is enough
pressure it may be easier to cut costs by breaking the law.

— The firm’s position in the chain of contracts or hierarchy will af-
fect the will to comply. Small enterprises and subcontractors may
violate the rules as a result of stiff competition.

— The importance of prices in public procurement will affect the law
abidance. If prices are crucial there is a risk that competing com-
panies will bend the rules and standards to win the contracts.

The legislator must thus aim at a profound will to comply:

To promote virtue in the long term, a regulatory framework needs to be
able to influence and direct organizational culture, or at least alter the
premises which lie behind decision making. If culture undermines com-
pliance, compliance (and virtue) are likely to be sporadic, contextual and
short term.**

Measures to govern a certain area cannot, however, be discussed in
abstract terms. The actual circumstances have to be taken on board
— for example, if the regulated companies are acting in a short or
long-term perspective, if they are small or large actors, if they are po-
litically influential or not, if they present an enlightened self-interest,
etc. Furthermore, questions have to be asked as to the experience of
alternative options to regulation. The implemented regulations,
whether they involve legislation, self-regulation or other actions,
have to be adjusted to fit the specific market conditions.>

A Composite Approach

There is no simple explanation for cheats and fiddles. It may, there-
fore, be appropriate to start from a composite approach that weighs
in the different explanatory factors. One such approach is the so
called routine activity approach which explains how crime genera-
tive situations arise; why they arise at certain points of time and why

54. Haines, 1997 p.191.
55. Ibid.
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the number of crime generative situations changes over time.*® It was
initially developed to explain changes in the levels of traditional
crime.”’

The essence of this theory is that crime is a function of everyday
life where the legal routine activities create the prerequisites for the
illegal activities.’® Routine activities include fairly stable patterns for
how family life,*” work life,®” spare time®!, housing,®* public servic-
es,” product market and consumption,®* etc are organized and de-
signed in the society. According to this theory the main factors that
influence the origin of criminal situations can be given as follows

— motivated offender
— suitable victims
— insufficient control

The extent to which the offender is confronted by favourable crime
opportunities is ultimately dependent on how everyday life is orga-
nised. Changes in one of these groups may, or may not, be sufficient
to change the level of crime. It is the combination of the three factors
mentioned above that has an effect on criminality.®’

56. Cohen, L.E. and Felson, M. (1979) ”Social Change and Crime Rate Trends: A Rou-
tine Activity Approach”. American Sociological Review.

57. The work of Cohen and Felson was no doubt an effort to explain what they them-
selves regarded as a paradox — why did crime and welfare increase in the american society
after the Second World War? Why does crime rates increase when most people are better off?
(Dolmén, L. (2002). Brottslighetens geografi. En analys av brottsligheten i Stockholms lin.

58. This factor contributes to an explation of how crime in industrialized nations has
increased rapidly since the 1950s even though most citizens are better off.

59. With an increasing number of one-person households the control has decreased
which has an effect on burglary frequencies.

60. The control of the homes has diminished as more women are employed outside the
home.

61.More leisure time leads to more time for crime.

62. The number of people moving into the city has increased and this leads to a higher
degree of anonymity and consequently reduced informal control.

63. The marching in of motoring has not only increased the number of car thefts and
burglaries, vehicles can also be used to transport stolen goods.

64. The share of goods that are particularly liable to be stolen has increased as there are
more, smaller and more valuable articles to steal (VCRs, video cameras, computers, etc).
Thefts and shoplifting in department stores and shops are today a major problem, but were
actually rather unheard of before the entrance of self-service shops and supermarkets.

65. Wikstrom, P.-O. et al. (1994) Brott, brottsprevention och kriminalpolitik.
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The routine activity approach can also be used as a model to ex-
plain the occurrence of cheats and fiddles in the respective systems
of transactions, payments, production (environment, workplace
health and safety, etc) and in different sectors. The focus is on the
design and organisation of working life, business and the public sec-
tor rather than everyday life. A change has thus occurred in the rou-
tine activities of business with the increase of cross-border
operations. This has brought about an increase in the opportunities
to cheat and fiddle while the requirements for the national tax con-
trol have become more difficult.®

The Impact of Causal Factors on the
Design of Control and Regulation
— Strategical Starting Points

Two key points for regulations and control

I. Flexibility to achieve consensus and create opportunities for
preventive work.

2. Reduce the opportunities to cheat and fiddle.

Flexibility

Two typical strategies to achieve increased compliance can be dis-
cerned. According to the deterrence strategy, compliance will be
achieved through the identification and punishment of those who
break the rules. The strategy presupposes a rational actor who
weighs the pros and the cons of transgressing the law. The consensus
strategy assumes that most actors are willing to abide by legitimate
rules which means that cooperation, dialogue and negotiation will

66. Persson, A. (2002) ”Oroliga skattebaser”. In: Vdra skatter? Expertrapporter till Skat-
tebasutredningen. SOU 2002:47.
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increase compliance. While the deterrence strategy aims at con-
demning the act, this strategy focuses on the negotiation of a future
compliance. The purpose of the latter is to prevent harms rather than
to punish wrongdoings.®’

Experiences and research recommend, however, that neither an
absolute deterrence strategy nor a pure consensus strategy be used.
The danger of the former is, as has been noted, that it decreases rath-
er than increases compliance. Several studies imply that such a strat-
egy can make individuals and companies fight back or in different
ways obstruct the government agencies’ efforts. A culture of resis-
tance might develop in the business sector and the resistance might
even be brought to a political level involving lobby groups and cam-
paigns.®® The danger of an absolute consensus strategy lies in that it
can lead to an unacceptably low level of compliance and thus fail to
detect and punish the transgressor.®’

Most experts advocate a mixed strategy with an emphasis on cre-
ating consensus to increase compliance.”’ Punishment and coercion
should be reserved for those who are morally indifferent and not in-
fluenced by social pressure as they tend to abuse vague rules and le-
gal proceedings. Threats of coercion are also necessary to make the
law-abiding to continue to comply.

Ayes and Braithwaite”! have constructed a pyramid-shaped model
of regulation and enforcement. The base of the pyramid is made up
of consensus solutions where the regulatory agencies through the
provision of service and advice work towards greater compliance.
For each level of the pyramid the actions will be more severe to ob-
tain a will to comply.

67. Bardach and Kagan, 2002.

68. Bardach and Kagan, 2002.

69. Kagan, 1994; Simpson, 2002; Gunningham and Johnstone, 1999.

70. Gunningham and Johnstone, 1999; Larsson, P. (2003) Straffe, veilede eller overtale?
En studie av fire tilsynsmyndheters reguleringsstrategier.

71. Cf. Ayres, 1. and Braithwaite, J. (1992) Responsive Regulation.
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Licence
revocation

Licence suspension

Forfeiture

Penalty

Administrative sanctions

Scrutiny/supervision

Persuasion
Information

Service

The pyramid illustrates that the emphasis of the measures lies at the
base and it is also there that most companies are found as the major-
ity is willing to comply. The aim is that the regulators take adequate
actions but do not intervene more than necessary. The ambition is
thus to press as many enterprises as possible towards the base.

The pyramid has many advantages as a starting-point. One is that
it does not only target the bad companies, a feature typical of the re-
pressive approach, but aims at stimulating enterprises to develop
their own sense of responsibility which will influence the corporate
culture in a positive direction.”” Enterprises have multiple selves, one
that is responsible and emphasizes ethics, another that is business-
oriented and prioritises profits and results. It is important to
strengthen the positive self in order to stop the strictly profit-orien-
ted interests from taking over. This is an essential characteristic of a
strategy aimed at increasing compliance. The pyramid also illustra-
tes that penalty is not always the most intervening sanction and that
other alternative measures can be used in a creative way.

It is important that each level of the pyramid is upheld. Service and
information provision is as essential as the implementation of severe
sanctions and licence revocation. With severe sanctions as a last resort,

72. Ibid.
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it is easier for the agencies to lend substance to their words and
through softer measures persuade the companies to comply. This ap-
proach has the advantage that harsher sanctions are rarely necessary.
Braithwaite” cites President Roosevelt’s foreign policy doctrine:
speaking softly and carrying big sticks. Hetzler’* has emphasised the
importance of maintaining the middle of the pyramid where the con-
trol activities serve a pivotal role of upholding the legislation. Gun-
ningham and Johnstone point out how important it is that the
authorities also advance towards the pinnacle of the pyramid and
gradually intensify the sanctions.”” The pyramid may well be used with
natural persons — for example, in the areas of taxation and benefits.”

Situational Prevention

Preventive actions against cheats and fiddles aim at eliminating or
influencing the factors that are at the origin of these offences. We
may distinguish two sets of preventive measures which in the field of
criminology are known as social and situational prevention respec-
tively. Social prevention targets the underlying social and psycholog-
ical causes influencing the individual’s inclination to commit
offences. The situational prevention aims at the existence of crime
generative situations or, in other words, the opportunities and
means of committing crimes. When discussing traditional crimes
good locks, key tags, street lighting and neighbourhood watch are
often emphasized as examples of situational factors that can reduce
the opportunity to commit an offence.”’

73. Braithwaite, J. (1997) ”On Speaking Softly and Carrying Big Sticks: Neglected
Dimensions of a Republican Separation of Powers”. University of Toronto Law Journal.

74. Hetzler, A. (2003) ”Vita logner och bld dunster: Manipulationer i finansmarknadens
grazoner”. I Korsell, L. Forebyggande metoder mot ekobrott. En antologi. Brottsfrebyg-
gande rddet.

75. Gunningham and Johnstone (1999) argue that experiences shows that authorities
will apply the severest sanctions only as a last resort in the face of an observed, severe, and
obvious infringement. This means that the top is not reached step-by-step but directly. The
authors thus argue that the authorities should, to a larger extent, increase the sanctions grad-
ually.

76. Cf Braithwaite, J. (2001) Restorative justice and responsive regulation.

77. Clarke, 1997.
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This book adopts a situational approach mainly because the gov-
ernment agencies have little chance to influence remote causes, usu-
ally originating in childhood or adolescence, but also because
offences are often committed unknowingly.”® It is, therefore, essen-
tial that the legislator and the control agencies influence and reduce
the opportunities to cheat and fiddle. The opportunity structure of
cheats and fiddles differs from that of traditional crimes in that it is
mainly concerned with the design of the rules, information service,
work routines, decision-making facts, etc.

From a regulation and control perspective it is, thus, important to
reduce the opportunities to commit cheats and fiddles. The situa-
tional preventive regulation and control measures may be categor-
ised according to their purpose:”

— measures that reduce the risk of fiddles and make it more difficult
to cheat

— measures that make it more risky to cheat and easier to discover
fiddles

— measures that reduce the rewards of cheats and fiddles

— measures to counteract the justifications that facilitate cheats and

fiddles.

To suppress the justifications that facilitate cheats and fiddles refers
to what has already been noted on the importance of rationalisa-
tions and neutralisations.** The individuals who commit these of-
fences are most often law abiding, but they feel the need to justify
themselves: “everybody does it”, “it doesn’t affect anyone poor” or
“they deserve it”.*! The preventive actions aimed at neutralising will
obstruct such justifications.

78. This does not imply, however, that the situational approach is unimportant to the
motivation to cheat. As we have already pointed out, the agencies may assert their influence
through the shaping of the control and the way it is carried out. It all comes down to making
the opportunity to cheat look less attractive.

79. Ibid.

80. Gabor, T. (1994) "Everybody does it”: crime by the public.

81. Sykes, G. and Matza, D. (1957) ”Techniques of Neutralization: A Theory of Delin-
quency”. In: American Sociological Review.
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Measures to Fight
Cheats and Fiddles

There is no easy solution to the problem of cheats and fiddles. It is
thus necessary to adopt an overall perspective on control. This
means that actions aimed at preventing cheats and fiddles have to be
implemented at every level.

The foundations of control are laid at parliament and government
level by means of inter alia legislation, distribution of resources
and priorities. At this level it is necessary to be aware of the con-
sequences — intentional or unintentional — that these decisions will
have on the occurence of cheats and fiddles and the administra-
tion’s possibility to carry out efficient control.

At central government or regional level, planning and governance
is exercised to implement the political decsions. This may entail
drafting directions, giving advice, organising and planning of the
operational control activities. For control to have an impact on
the operational activities it is vital that the management is com-
mited to the task.

The primary operational control activities are carried out at local
level. One of the challenges at this point is to find a balance be-
tween the local conditions and different aspects relative to the le-
gal rights of the individual. It is also important to weigh control
against service provision.

The issue of control should be integrated horisontally in the every-
day operations at each level. This involves developing the organisa-
tional culture with the aim to promote a new way of thinking about
control and to integrate it in the the different phases of the working
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process. Furthermore, the personnel’s competence and competence
development as well as commitment to control are important.®

The proposed measures are based on an overall perspective and
relative to the three levels of management and control in the political
governance. These measures will consequently be accounted for un-
der the following headings:

— Government control of administration and the members of soci-
ety

— Government agency control of its own administration

— Government agency control of individuals, firms and organisa-
tions

The idea of this book is

— to show how to work in a problem-oriented way to prevent cheats
and fiddles.

— to provide the tools needed and to point at the different possibil-
ities of preventing cheats and fiddles.

— to facilitate finding the right tool for each situation

82. See e.g. Korsell, L. and Arnell, G. (2000) ”En modell fér analys av kontrollsystem”.
Forvaltningsratislig tidskrift.



5. Government Control of
the Administration and
the Members of Society

The government’s governance of the administration is key to the
shaping and execution of the control activities. Governance is car-
ried out through deliberate decisions aimed directly at the control
operations as well as through decisions that more or less uninten-
tionally influence the control conditions.

For the control issues to be successful in the administration it is im-
portant that the political management emphasises that it is a priority.

The following aspects of the governmental governance of the ad-
ministration’s control operations will be discussed:

— the handling of control issues in the preparatory and decision-
making processes

— the impact of governance by goals and results on control opera-
tions

— the legislative design

The Preparatory and Decision-
Making Processes

From a preventive perspective it is vital to make an analysis early in
the preparatory and decision-making process of the consequences
that the decisions may have on the occurrence of cheats and fiddles
as well as the authorities’ ability to control compliance .

1. RRV 1999:39A.



64 Government Control of the Administration and the Members of Society

Planning in advance and surveying the situation

Studies emphasise the importance of planning ahead and identifying
at an early stage the problems that may need further examination.?
It is fairly frequent that the Government Offices’, due to great strain,
set about at solving a problem only after it has become acute. The
ensuing inquiries are consequently carried out under unnecessary
time pressure, thus reducing the probability that the task will be per-
formed to satisfaction.* Planning in advance is also important in a
European context as it increases the Government’s possibilities to
take a clear stand and pursue its policy in the working committees
and the decision-making bodies. In that way, it can influence the
conditions that are of importance to the national control operations.

Planning in advance also means that general issues, for example,
relating to several sectors of society and policy areas receive more at-
tention.” This is essential when it comes to subsidies and benefits as
those of one policy area may have an effect on those in other areas.®
It is, furthermore, key to the coordination of the control activities of
the different supervisory agencies. From a EU perspective this in-
volves creating the necessary conditions in order to assess how the
Union’s rules and demands for control agree with the existing legis-
lation and control.

* Systematic international coverage

2. See e.g. Riksdagens revisorer 1997/98 RR3. Riksdagens revisorers forslag angdende
kommittévisendet. Finansdepartementet, 2002; Jacobson, 2001.

3. The Government governs Sweden. It is assisted by the Government Offices including
the Prime Minister’s Office, Government Ministries, the EU representatives in Brussels and
the Office for Administrative Affairs. The Offices are politically governed and the Govern-
ment defines its operational scopes and priorities.

4. Riksdagens revisorer 1997/98 RR3. Riksdagens revisorers forslag angdende kommit-
tévisendet.

5. See Riksdagens revisorer 2001/02:4. Regeringskansliet — En myndighet, tio departe-
ment eller bundra enbeter? Finansdepartementet, 2002.

6. Korsell, L. (1998) “Inkomstbegreppet i socialférsirkings- och bidragssystemen”.
Skattenytt; Korsell, L. and Molander, J. (1998) ”Marginaleffekter vid vitt och svart arbete”.
Skattenytt.
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One way of finding out the need to investigate is to perform system-
atic surveys of events outside the organisation. This can involve in-
dications of problems and need for change from a number of
sources:

— government agencies

— the National Audit Office

— the Swedish Agency for Public Management
— research

— inquiries

— the Parliament

— reports from EU bodies

These factors may have a direct or indirect impact on the control
functions of the government agencies:

— signals of increased levels of cheats and fiddles
— signals of new types of cheats and fiddles
— insufficient knowledge of cheats and fiddles
— legislative deficiencies
— legislative changes in other areas
— problems regarding the legal rights of the individual
significant increase of certain matters
changes in the incentive structure
service and information deficiencies
inadequate information handling
insufficient handling routines
long handling times
cooperation problems with other government agencies
organizational problems

The everyday operations are putting a strain on the ministries so
they may have difficulties finding enough room for a detailed inter-
national coverage.” One solution entails a built-in survey which
may, for example be achieved by instructing the different ministerial

7. Riksdagens revisorer 1997/98 RR3; Jacobson, B. et al. (2001) Hur styrs regerings-
kansliet? Om procedurer, prat och politik. SCORE.
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units to produce an annual analysis of problems and needs for
change and reform in each area.® The analyses can serve as the basis
of the strategic operations of the Goverment Offices, for example
when identifying problems affecting several sectors of society and
policy areas. Furthermore, they can also indicate the need for in-
depth analyses.

* Strenghten the collective memory of the Government
Offices

Another problem often highlighted by government agencies is the
high staff turnover in the Government Offices, which means that
knowledge of the agencies and their operations do not remain within
the offices. Government agencies, it follows, have to continuously
start from scratch in their dialogue with the new staff.

The problem with inadequate continuity and knowledge loss from
the high staff turnover can be reduced if only the officials would doc-
ument to a greater extent their informal contacts with the agencies.
If this is made in connection with a case it would be natural to in-
clude these notes in the case file at issue. If the contacts do not relate
to a specific case, a diary might be a solution.’

* Preliminary studies/problem analysis

By formulating committee directives and posing questions that the in-
quiry should focus on, it is possible to at least partially answer the
same. This means that the author has to be fairly familiar with the
control problems in the area for these to have an effect on the inquiry.

Before the terms are issued a preliminary study or a thorough
problem analysis, which is less time consuming than a preliminary
study, should be carried out." From a control perspective it is key

8. Several government agencies have already adopted this approach, see e.g. RSV; See
RRV 1999:39B Appendix 4.

9. Conclusion from the target group seminars.

10. The need for preliminary studies and such has been argued by e.g. Parliamentary
Ombudsmen in RR 1997/98 and in the report from the Ministry of Finance (2002) "Reger-
ingskansliets kontroll och styrning av statlig verksamhet”.
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that the problems are identified at an early stage and that discussions
are underway of whether the potential decisions may influence the
administrative prerequisites for control.

Consider the control aspects of the directives

Explicit demands should be imposed on the committees to look into
the effects of the decision on rule application and control.'

* The consequence of a decision for rule application and
control should constitue a natural element of the direc-
tives

To consider the consequences of a certain decision for rule applica-
tion and control should be a natural part of the directives aimed at
the government committees and relative to regulatory changes or
other aspects that may have an impact on cheats and fiddles."*> One
alternative is to include a general demand for consequence analyses
in the Committee Ordinance.'* However, the existing demands tend
to be given little attention in the inquiries to the extent that it is usu-
ally dutiful and without thorough analysis."

This is why it is more successful to integrate the issue of control
consequences in each term of reference so that it is perceived as rel-
evant and not something that has been imposed on the inquiry for
formal reasons.'®

11. RRV 2002:20.

12. Ibid.

13. Ibid; RRV 1999:39A.

14. As regards criminal behavious this is already included as a general directive in the
ordinance.

15. See e.g. Gunnarsson, V. And Lemne, M. (1998) Kommittéerna och bofinken. Kan en
kommitté se ut hur som belst? Rapport till expertgruppen for studier av offentlig ekonomi.
Finansdepartementet Ds 1998:57; Riksdagens revisorer 1996/7:6. Kommittévisendets roll
och arbetsformer; Nilsson, M. (2000) I vilken utredning analyserar kommittéer forslags kon-
sekvenser for brottsligheten? Memo Justitiedepartementet.

16. Cf. Gunnarsson and Lemne, 1998; Riksdagens revisorer 1996/7:6.
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The Goverment can to a certain extent define the focus of the con-
sequence analysis by emphasizing specific factors that the committee
should consider. A consequence analysis of the impact that different
decisions have on rule application, administration of control opera-
tions, and the occurrence of cheats and fiddles should inter alia deal
with the following;:

— The incentive structure. This includes how rules may be used to
steer the behaviour of target groups in certain directions. For ex-
ample, disparities in the number of qualifying days or the level of
compensation of different benefits may cause individuals to seek
out the most favourable benefits, which can give rise to system-
related deficiencies. Another example concerns the student aid
and the relationship between the maximum income level associat-
ed with maximum aid and the occurrence of declared and unde-
clared work among students.” Yet another example is
asymmetries in the fiscal area such as different tax rates on differ-
ent types of income, which may lead to tax avoidance and eva-
sion.'®

— Goal conflicts. This relates to the extent that one rule may clash
with the goals of other rules in the arget are or in other policy ar-
eas.

— Administrative costs. Certain rules may be questioned based on
the administrative costs compared to revenues, benefits or other
effects. For example, the respective taxes on capital, inheritance
and gifts are costly to administrate while generating moderate rev-
enues and causing extensive tax avoidance and emigration.'’

— Feasibility. A government agency may lack the administrative re-
sources or for some reason not have a real possibility to imple-
ment the proposal. For instance, the National Audit Office has
pointed out that the working conditions at the local social insur-
ance offices have become increasingly burdensome as a result of a

17. See RRV 1999:39A and 1999:39B.
18. See e.g. RRV 1996:54. A#t granska skatter — en strategistudie inom skatteomrddet.
19. SOU 2002:47 vol A.
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greater volume of cases in combination with growing demands for
quality and speed in the handling process.*

— System effects. A rule in one area can interact with rules in other
areas. For example, tax rules in combination with benefits may
lead to undesired effects. There is an interplay between interest
benefits, real estate taxation, capital taxation, interest deduction,
and housing allowances, etc. They may include negative or un-
foreseen economic effects such as overfinancing, suboptimization
or rule-adopted behaviours that give rise to undesired effects.?!

¢ Communicate the directives

A dialogue between the ministry and the proposed committee chair-
man on the design and content of the directives will help avoid un-
clear points and enable a more efficient inquiry. Such a dialogue can
highlight the importance of consequence analysis which also means
that the committee can spend less time interpreting the directives and
more time on the actual inquiry.*

Quality assessment of committee reports

To ensure that the consequences of the decisions on rule application
and control, it is important that the existing systems of quality as-
sessment are used throughout the work on the report as well as after
it has been submitted to the Government.

* Involve the government agencies/administrative bod-
ies before the report is submitted

During the inquiry the committees have regular contact with the
agencies in question. It is, however, key that this is not restricted to
the gathering of comments during the writing of the report. The

20. RRV 2002:20.
21. RRV 1996:54.
22. Ibid. Also a conclusion from the target group seminars.
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agencies should also be able to consider the final report before it is
submitted to the Government.*

* Governance of referral bodies

The bodies selected for referral have an important role to play as
quality assessors of the proposals. However, research shows that
they need to sharpen up their act. Many of the views expressed in
the referral process are extremely brief and with little substance to
them.?* This also affects the assessment of the consequences for rule
application and control. One way of avoiding this is for the Govern-
ment to attach a specification to the referred proposal stating inter
alia that the said consequences should be considered.” It should also
be possible to impose specific demands on the Swedish Agency for
Public Management and the Swedish National Audit Office as their
missions give them important roles as quality assessors.”

* Establish a permanent quality assessment function

To ensure that the Government observes the administrative conse-
quences of proposed changes in the regulatory and control systems,
the National Audit Office has argued in favour of organisational so-
lutions such as the establishment of a specific function for these is-
sues.”” This may be illustrated by the SimpLEX Group now set up
on a permanent basis in the Government Offices. The group’s mis-
sion is to reduce the red tape for small enterprises by identifying
complicated rules and analysing proposals of new or changed rules.
SimpLEX ensures that consequence analyses are carried out and that
they are fair, observed and accounted for to the Parliament.

23. RRV 2002:20.

24. SOU 1999:144. Demokrati pd remiss.
25. Cf. Ibid. and Finansdepartementet, 2002.
26. SOU 1999:144.

27. RRV 1999:39A.
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The review is primarily directed at proposals referred to the
Council on Legislation, government bills, ordinances, directives,
ministry memorandums and instructions to EU working groups.

Another organisational solution promoted by the National Audit
Office is that the Parliament should establish an advisory body to en-
sure that the issues of execution are properly observed in the prepa-
ratory processes.”®

Put the feasibility to the test before the decision is submitted to
the Parliament

When the Government Offices are working on concrete proposals of
measures and/or decisions based on proposals, the government
agencies’ possibilities to execute reforms and control compliance

should be observed.

* Analysis of a decision’s consequences for administra-
tion and control

The consequence analyses included in the report should be comple-
mented with views from the referral bodies as well as information
that emerges from a possible public debate. If a new or changed pro-
posal is under consideration it may, however, be necessary to initiate
a in-depth analysis. A consequence analysis should deal with the fol-
lowing aspects:*’

— What is the problem?

— What administrative, practical or other measures have to be taken
as a result of the regulation?

— Resources for control (specifying the costs of the above mentioned
measures)

— Practical conditions for control and the design of the control sys-
tem

28. Ibid.
29. RRV 2002:20.
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System effects

Sanctions

Legitimacy and feasibility
Information about the regulation
Follow-up and evaluation

* Continuous contacts with the agencies concerned
during the work on proposals to be submitted to the
Parliament

It is important that the concerned government agencies are given the
opportunity to express their opinions during the drafting process of
the government bill and before a proposal is referred to the Council
on Legislation for consideration.*

Goal and Result Governance

Improved governance information

In order to govern the control operations of the government agencies
efficiently the central authority is dependent on information about
the occurrence of cheats and fiddles and the effects of different mea-
sures. This involves the effects on compliance and the aspects cov-
ered by the legislation, for example a reduced risk of injuries in the
work place or improved air quality. The government’s demand for
information from the agencies also goes to show that the control is-
sues are considered important.

30. When a government bill includes proposals of new or changed laws, it is usually
referred to the Council on Legislation. The Council ensures that the proposal does not collide
or conflict with the Constitution or any other law and that it do not violate the legal rights of
the individual, etc. The Council makes a pronouncement before the responsible ministry
drafts the final version of the proposal. The Government makes a decision at the cabinet
meeting and the bill is brought before the Parliament.
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A study from the National Audit Office shows that only one third
of Sweden government agencies possessed documented knowledge
of the occurrence of cheats and fiddles in their respective area.*! This
is alarming as information is vital to the Government’s ability to
identify the need for control and the stipulation of the demands on
the agencies’ control activities. The knowledge of the efficiency of
the different measures is even more limited and so is the research in
the area.*

* The Government must impose demands on the
government agencies to provide better information on
cheats and fiddles

There are many ways in which the Government can impose demands
on the agencies to collect and document information about the oc-
currence of cheats and fiddles. For example, these may be given in
the Administrative Ordinance and in instructions and appropriation
directions to the specific agencies.

The government agencies should be instructed to systematically
collect and document data on cheats and fiddles. The information
should include the following:

— the extent of cheats and fiddles

— the type of cheats and fiddles

— the distribution of cheats and fiddles in different areas (trades,
type of benefits, etc)

— who cheats and fiddles

— the reasons for cheats and fiddles

— the harms resulting from cheats and fiddles

It is vital that the government agencies make an effort to identify the
causes behind cheats and fiddles as this information is of fundamen-
tal importance to the selection of measures. A problem- and knowl-

31. RRV 2002:20.
32. Rudén et al., 1998; SOU 2002:14.
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edge-oriented approach presupposes that the measures deal with the
reasons for cheats and fiddles in an efficient way.

* Follow-up systems suitable to evaluation and gover-
nance

The Government should work towards an improvement of the con-
tinuous follow-up within the government agencies. Thus, regular
and continuous gathering of information is needed in order to con-
trol how the activities are carried out. The data can be collected from
the normal or built-in information flows in the administrative sys-
tems. The goal is to produce systematic descriptions of what is hap-
pening in the organization, for example by the means of key figures,
budget outcome, etc.

A continuous follow-up system with solid basic data increases the
possibility that future evaluations will be of high quality while en-
abling the government agencies to quickly produce facts and figures
for the Government.*

The Government should help government agencies to develop
systematic control approaches

It is essential that the control activities of the government agencies
are built on firm foundation. The Government should, thus, encour-
age agencies to develop a strategic and long-term thinking in order
to prevent and counteract cheats and fiddles.

* Set coherent, clear and operational goals for the con-
trol activities

It is important that comprehensive goals are established for the con-

trol operations. Usually, it is suitable to set intermediate goals that
are logic and subordinate to the overall ends. This presupposes,

33. Statskontoret 2002:20.
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however, that the goals are clear and operational. This will also en-
able follow-up and feedback.

* Connect the goals to standard values

It is advisable to connect the goals to standard values which in a later
stage, will make it possible to assess in which direction the control
activities are headed and whether it is efficient.

The standard values may be more or less precise. For example, the
National Social Insurance Board and the Social Insurance Office ex-
pressed the following joint goal for the year 2002 in the section on
handling in the appropriation direction:**

The National Social Insurance Board and the Social Insurance
Office share the responsibility to ensure that the handling is cost-
effective and of high quality. The aim is to increase the quality in the
handling process and to reduce the differences in handling time and
the number of shortcomings between the local social insurance offic-
es.

* Appropriation directions should instruct government
agencies to draft a written control strategy based on
the operational aims

The control strategy should include the following:

— operational aims

— a defined need for control

— priorities based on risk analysis (importance/risk
— routines for handling of detected cheats and fiddles
— follow-up key figures

— routines for feedback of past experiences

)35

34. See RRV 2002:2.

35. For example, If they fail, what key functions or processes entail high risks of failure
of important operations or inefficient execution? What activities/functions handle large finan-
cial amounts/values or are hazardous?
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A strategy that contains these elements contributes to a more effi-
cient managerial direction and the demands for priorities makes the
control operations more self-governing.

* Demand that government agencies develop methods
and routines for the evaluation of the effects of the con-
trol operations

Imposing demands on the agencies to develop methods and routines
for the evaluation of control activities not only means that they have
to pull themselves together, but also that the Government receives
better governance information. For example, the Swedish Work En-
vironment Authority’s appropriation direction for 2002 dictates the
following:

The aim is that the authority should develop methods and rou-
tines for evaluation of the effects of the supervisory operations and
apply the outcome when making priorities within the supervisory
activities.*®

Integrate control issues into the long-term effort to develop the
quality and efficiency of the public sector

* Emphasise control of cheats and fiddles in the quality
assessment

One way of ensuring that control issues are not ignored by the gov-
ernment agencies is to make them a natural element of the long-term
work on the development of the public sector. Thus, emphasizing
the importance of control in order to achieve the administrative pol-
icy goals of a democratic and efficient administration that protects
the legal rights of the individual.’” For example, the Swedish Agency

36. Andring av regleringsbrev for budgetaret 2002 avseende Arbetsmiljoverket inom
utgiftsomrade 14 Arbetsliv (rskr. 2001/02:115), Regeringsbeslut 2002-02-21, N 2001/ARM,
p- 4.

37. Cf. RRV 1999:39A.
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for Public Management has considered the importance of control
when drafting the outcome indicators that will make it possible to
systematically follow the development of the public administra-
tion.*®

The Government can, furthermore, support the existing tendency
among many agencies to increasingly integrate the control with
quality assessment and quality control.?” This may include goals and
missions instructing these bodies to combine issues of quality and
control and such an approach has already been adopted in the social
insurance area.* The connection between quality and control can be
expressed in strategy documents to illustrate that quality assessment
also includes measures to prevent cheats and fiddles.*

Well-thought and precise evaluation orders

Surveys indicate that information about the agencies’ achievement
and productivity are of limited importance to the political decision-
making process. The data is often detailed, extensive and badly ar-
ranged which is often a result of imprecise government orders.*
The evaluation orders issued by the Government Offices can con-
sequently be more well-thought and precise so they may better serve
their purpose of background information for the goal and result
governance.” According to the Parliamentary Ombudsmen it is thus
vital that the Government only asks for data that can be expected to

38. Statskontoret 2000:43.

39. RRV 1999:39A; RRV 2002:20.

40. See Statskontoret 2002:20. The appropriation direction for 2002 gives the following
joint goal for the National Audit Office and the Social Insurance Office: ”The National Social
Insurance Board and the Social Insurance Office share the responsibility to ensure that the
handling is cost-effective and of high quality. The aim is to increase the quality in the han-
dling process; reduce the differences in handling time and the number of shortcomings
between the local social insurance offices; increase cost-efficiency; and to minimize cheats and
abuse of social insurance benefits”. (RFV (2003) Socialférsikringen. Arsredovising budget-
aret 2002.)

41. See Statskontoret 2000:43.

42. SOU 1997:57. Riksdagens revisorer 1997/98:RR7. Resultatinformation som under-
lag for styrning av statlig verksambet.

43. See e.g. Finansdepartementet, 2002.
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answer the basic questions of how well the agencies carry out their
tasks.*

¢ Clear orders

When commissioning evaluations, the following should be kept in
mind:*

What is the purpose of the evaluation?

Who will evaluate?

What will be evaluated?

When will the evaluation be carried out?

Based on what facts will the evaluation be carried out?

* Dialogue

To ensure that the evaluation will be of use to the decision-makers,
the commissioning should be preceded by a dialogue with the exec-
utor with the aim to:

— emphasize the Government’s expectations of the focus of the eval-
uation

- inform about background data and issues that can be illustrated
based on this

— ensure that questions that arise during the evaluation will also be
taken into consideration*

¢ The Government should introduce routines that en-
sure that future evaluations are systematically tested
when decisions of new measures are taken*’

44. Riksdagens revisorer 1997/98:RR7.

45. Cf. Statskontoret 2002:22. Utvdirdera for bdttre beslut! — Att bestilla utvirderingar
som ar till nytta i beslutsfattandet. Vedung, 1998.

46. See Statskontoret 2001:22.

47. Statskontoret 2001:22.
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A study from the Swedish Agency for Public Management shows
that the quality of evaluations are improved if the Government have
them in mind when introducing new measures or activities.* This al-
lows for so called before measurements and other ways of assessing
relevant data which results in a higher evaluation quality then when
the order is issued after the measure has already been implemented.
One example of this is the test run for the State liquour shop test to
be open on Saturdays and the Government bill at issue declares
that:*

It is vital that the trial of Saturday open shops in specific test areas
is scientifically evaluated and that both policy issues and effects such
as financial consequences for the legal system and crime rates are
analysed. The Ministry of Social Affairs and the State-controlled
company for the sales of wines and spirits will, in cooperation with
scientific experts, organize the test activities, draft an evaluation
plan, and ensure that the test and the plan is carried out/.../ The out-
come of the test will then be submitted to the Parliament and will
serve as background information to the final decision on whether
the State liquour shop should be open on Saturdays.

* Improved commissioner competence

The commissioner of an evaluation has to be familiar with the policy
area and at least have a basic knowledge of evaluations as a means
of governance. This includes knowledge of evaluation methods and
how they can be used in the political decision-making processess.
The Swedish Agency for Public Management argues in favour of the
use of good examples of how evaluations can be used in these pro-
cesses, something that has, for example been adopted by the Govern-
ment Offices.”

48. Statskontoret 2002:21. Utvdrderingar och politik — Hur anvinder regeringen utviir-
deringar?

49. Proposition 1998/99:134. Vissa alkoholfragor m.m.

50. Statskontoret 2002:21. Utvdrderingar och politik II — Hur anvinder regeringen
utvdrderingar?
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* Improved handling and use of evaluations

A well-functioning goal and result governance presupposes that the
information gathered from the evaluation is discussed and used in
the shaping of policy.

* Routines for the handling of evaluations

According to the Swedish Agency for Public Management, many
ministries lack routines for how to handle incoming evaluations.
Too often an evaluation does not get beyond the individual official
while it should instead be discussed and used in the policy-shaping
process.’!

At European level there are precise routines for how to handle
evaluations. The routines are connected to the open method of co-
ordination based on mutual guidelines in combination with a time
plan that is later translated into national action plans. They are eval-
uated every year by the Council of the European Union before the
new commissions in the area are defined. This entails that the Coun-
cil discusses the published evaluations and compare these with the
established programme goals.>

It is important that the orderer knows what the evaluation will be
used for and that the timing of the investigation is well-chosen in re-
lation to the decision-making processes that it has an effect on. The
officials in the ministries have, furthermore, to transform the evalu-
ation into simple and pedagogic information that can serve as
grounds for decision at political level.>

* Set up an evaluation function in the Government
Offices

51.Statskontoret 2002:21.

52.See Statskontoret 2002:21. For information on the open cooperation method, see e.g.
the document from the Ministry of Finance ”Lissabonstrategin — VM i héllbar tillvixt”.

53.See e.g. Finansdepartementet, 2002.
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The National Audit Office’* has suggested that a special evaluation
function should be set up in the Government Offices with the mis-
sion of compiling evaluations and, when necessary, prepare these
into basic data for decision-making. The function could be placed
with the Ministry of Finance and the National Audit Office believes
that the quality and legitimacy of the work will increase if the func-
tion is given an independent position.

* Introduce an evaluation heading
One simple measure to fully make use of the potential informational

outcome would be to introduce a heading for evaluations in the Bud-
get bill and other Government bills.*

Make use of government agency information in the political de-
cision-making process

One of the prerequisite of goal and result governance is that the
Government makes use of the agencies’ information for the purpose
of control and governance of the public administration. The data
should also serve as the foundation for the reconsideration of the
governmental activities and undertakings. However, this is rarely
so’® which can be illustrated in the following field investigation car-
ried out in the Government Offices:

The political management’s interest in the information in the an-
nual report is individual — some politicians are more interested than
others. However, it is generally believed that the political manage-
ment is mainly interested in the political issues of the day and that
its actions are mainly triggered by topics dealt with in the political
debate or in the media rather than by the information in the annual

54. RRV 2002:27. Hur fungerar utvirderingsfunktionen inom hdilso- och sjukvdrdsom-
rddet?

55. Ibid.

56. See e.g. Finansdepartementet, 2002; Jacobsson, B. and Sundstrom, G. (2001) Resul-
tat utan ldrande? Erfarenheter fran tre decemnier av resultatstyrning; Riksdagens revisorer
1996/97:11. Analys och anvindning av resultat iRegeringskansliet.
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report. Or in the words of one of the managers: ”The annual report
is in part a ’technocratic project’. It is important to the governance
of the administration, but it has no real political value. Politics take
place at another level and as long as the annual report is not consid-
ered to be of any political importance, then its future remains un-
sure.””’

If the Government chooses not to use the information about the
control operations provided by the government agencies this may be
regarded as it does not consider the question of control to be impor-
tant.

Stimulation Measures

Use stimulation subsidies as an incentive for the government
agencies to develop their control operations

An evaluation of the project ”Evaluation of the Government Con-
trol Function” carried out by the Swedish Agency for Public Man-
agement shows that the Government can influence the agencies’
control operations in a positive and lasting way by the means of
stimulation subsidies. This form of governance should, however, be
used with care as there is a risk that the agencies, instead of initiating
important changes, wait for the Government to offer a new stimula-
tion subsidy.’® Some of the lessons learned from this evaluation will
be given below.

* Support only projects that would not happen otherwise

One basic rule is to only support projects that depend on the subsi-
dy. To distribute resources to projects that would happen even with-

57. ESV 2003:4. En kartliggning av anvindningen av myndigheternas drsredovisningar i
Regeringskansliet.
58. Statskontoret 2002:15.
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out the stimulation subsidy, is a waste of money. In order to make a
better choice among the project ideas, it should always be required
that the applicants motivate why the operations cannot be realized
with the agency’s own funds. The ideas can then be checked against
a list of projects that past experiences have shown are not likely to
happen without the aid of a stimulation subsidy. A number of such
typical examples can be found in the evaluation from the Swedish
Agency for Public Management.*”

— Government agency interaction. Without the stimulation subsidy
it is difficult to agree on how the costs of a project should be dis-
tributed. In addition, if it is not clear where the ”profits” will
land, it is even more difficult to launch a project without the sub-
sidy.

— Risk projects. Government agencies are not very prone to take
risks with their administration funds. This is also true even when
the potential profits are big.

— Distribution potential. A government agency may hesitate to in-
vest money in cases where its own profit is unsure and not very
big, but where the experiences from a successful project could be
spread to many other agencies.

— Profits arising elsewhere. The government agencies should prima-
rily be keen on keeping within the framework of their administra-
tion funds. This means that, without the stimulation subsidy, they
may substain from going through with projects that will increase
administrative costs despite the conviction that the positive ef-
fects, such as reduced fees in the benefits systems, are many times
greater.

* Strict demands for follow-up and evaluation
Strict demands for follow-up and evaluation entails that the project

has to ”shape up” while at the same time ensuring that the experi-
ences are considered and used as a basis for learning.

59. Tbid. p.20.
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— The government agencies have to formulate clear and operational
goals for the project

— The application should include demands for self-evaluation and
information on how the agencies intend to follow up the results

— All projects should be evaluated by an external party,®® which
should also be made clear to the agencies

— The external evaluater should participate in the assessment of
which projects will receive funding and be given the opportunity
to comment on the project planning once the money has been dis-
tributed.

— The projects should be given reasonable measuring points.

— A part of the project funds should be withheld until the outcome
report has been submitted and approved.

Set up a national knowledge bank and strengthen the evaluation
competence of the government agencies

Government agencies possess a lot of valuable knowledge about
methods and the like that are of importance to the control opera-
tions. However, this information is rarely shared among agencies
which means that the potential for mutual learing is great. Another
deficiency is that there is little knowledge of the research in the area
of control. At the most, agencies are aware of the studies carried out
in its own area of expertise.

Central government can promote the exchange of experiences be-
tween agencies and ensure that they receive information on research
findings. For example, the tillsynsutredning has proposed that the
Government should create a ”Supervisory Academy”.®! Another so-
lution would be to refer the matter to the National Council for Qual-

60. External evaluation is preferred in this context as one of the aims is to control the
spending of funds.

61. SOU 2002:14. According to the proposal, it should primarily be run and funded by
the interested parties to ensure their commitment.
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ity and Development or a research center focusing on these issues
could be set up at one of the universities.®

If the government agencies are to succeed in developing their con-
trol methods, it is important that these are evaluated. Whether the
evaluation should be carried out externally or internally depends on
what the aim is. It is, however, evident that most agencies lack the
competence to formulate an order for an external evaluation as well
as do it in-house. Many of them say, however, that they do not have
the resources to build such a competence. A solution is, thus, to in-
stitute a joint evaluation function that assists the government agen-
cies with knowledge of evaluation methods and participate in
evaluations in the control area.®” The Government could initially
contribute with the funds necessary for such a function.

Stimulate research on the effects of
control measures

Also in the national and international research community is the in-
formation on the efficiency of different measures limited.®* Central
government has spent considerable sums during the past years to in-
crease the knowledge of cheats and fiddles and how to fight them.
The National Council for Crime Prevention has, for instance, been
allotted 25 million SEK to develop the research on economic crime
at the country’s universities. The Council has distributed means to
some thirty projects that have contributed to more knowledge of
ecomic crime, but few of these have focuzed on the effects of diffe-
rent measures.

62. As above, it seems reasonable that the interested parties should finance the activities
in order to ensure their commitment.

63. Such a function may well be used with the knowledge bank above.

64. Rudén et al., 1998; SOU 2002:14.
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When considering future research efforts in the field of cheats and
fiddles, the Government should to a larger degree make science-ori-
ented effect research a priority.®

Legislation and Other Styles of
Regulation

The classification is based inter alia on the section on causes behind
cheats and fiddles found in chapter 4. This section emphasises two
approaches for the preventive work, one consensus-based aiming at
creating the necessary prerequisites to prevent cheats and fiddles by
considering the social context (flexible regulation). The other focus-
es on reducing the opportunities for cheats and fiddles (situational
preventive regulation).

The following three sections will take a deeper look at preventive
regulation. The first deals with general preventive regulation and in-
cludes a range of broad perspectives on how cheats and fiddles can
be prevented. The second section takes a look at self- regulation and
enforced self-regulation, two approaches that make use of the indi-
vidual’s and firm’s abilities to prevent cheats and fiddles themselves
and influence their motives of compliance. The third looks at how
situational crime prevention can be applied to legislation as a means
of finding different possibilities to reduce the opportunities of cheats

and fiddles.

65. The Work Environment Authority has repeatedly emphasized the need for interven-
tional research. Effektutvirdering inom Arbetsmiljoverket. En beskrivning av insatser inom
utvirderingsomrddet. Report 2003:4.
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Flexible Regulation

Regulation covers everything from enforced penalty legislation
to self-regulation. Analysing which style of regulation is the most
effective for the area at issue is thus important.

On the topic of regulation we often think about laws and ordinanc-
es. If we then want to suppress cheats and fiddles we often think of
regulations entailing criminal sanctions. Thus, we tend to adopt a
narrow approach to preventive regulation. This section will look in
detail at how regulation can prevent cheats and fiddles.

A host of regulatory strategies can be found and given as fol-
lows.

— Rules that impose demands and punish infringements (command
and control).

— Rules that are tied to economic incentives (e.g. benefits) making it
beneficiary to comply with legislators.

— Rules that harness the market by influencing competition (de-
mands for services provided, preventing cartels from arising, etc).

— Rules that force information (demands of disclosing contents,
prices, etc).

— Society may take direct action by lending or renting out safety
equipment.

— Rules that include protected rights and impose responsibility (e.g.
a fishing society may be awarded the right to fresh water and may
accordingly press charges against potential polluters).

— Rules that give compensation or include insurance solutions (e.g.
reduced fees if equipment meets certain standards).

— Self-regulation wherein a firm regulates itself, usually by the
means of a trade organisation.

66. Baldwin, R. And Cave, M. (1999) Understanding Regulation. Theory, Strategy and
Practice. Oxford: University Press.
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— Enforced self-regulation (the legislation imposes demands of self-
regulation and society controls and sanctions shortcomings).

All regulatory strategies have their pros and cons and it is therefore
important to consider which strategy is the most effective for the
area in question. The advantages and the disadvantages may be sum-
marized as follows:

Command and Control

Rules that impose standards and punish infringements has the ad-
vantage that actions can be taken immediately to stem an undesired
behaviour. The authorities are, furthermore, seen as acting forceful-
ly. On the negative side, these rules may make the situation worse
for serious actors. The command and control system suffers from in-
flexibility and is often over-inclusive.®” This style of regulation does,
furthermore, encourage honest firms to develop their more respon-
sible sides.®® Serious actors may even begin to oppose the rules if
those are perceived as intervening and biased. It is a major problem
that cheats often occur in private environments with no access for
society’s control functions.® It is thus difficult to discover cheats and
fiddles.”” Furthermore, cheats are often complicated to investigate,
not least due to extensive investigation material and the difficulty to
prove liability.”" Legislation risks, thus, not be very effective.

Incentive-Based Regimes

Influencing through incentives has the advantage of not being intru-
sive. The regulation is thus perceived in a positive way and stimu-

67. Bardach and Kagan, 2002.

68. Ayres and Braithwaite, 1992.

69. Clark, M. (1990) Business Crime. Its Nature and Control.

70. The cheats may be committed in integration with the business operations, e.g. by the
right person at right place and in the right context. The cheats can thus be covered up by the
organization’s functional normality and the perpetrator’s legitimacy.

71. Levi, M.
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lates a law-abiding behaviour. The disadvantage is that this strategy
does not work on irrational and irresponsible actors. Incentives are
also prone to abuse by particularly motivated perpetrators who
breach the rules and get a part of the benefits.”

Market-Harnessing Controls

This area includes a range of systems, from competition rules to per-
mits. The upside is that the rules are legitimate as they have been dic-
tated by the conditions in the market. The downside is that these
rules, similar to rules imposing standards and inflicting sanctions,
are difficult to supervise.”

Disclosure Regulation

This style of regulation is not very intervening, but on the other
hand, it may lead to cheats and fiddles. It also imposes demands for
supervision.”*

Direct Action

Supplying equipment ensures that an acceptable level may be
reached even in less well-disposed actors. This approach tends, how-
ever, to be very costly.”

Rights and Liabilities

Criminal legislation is used to suppress cheats and fiddles. The ad-
vantage is that action is taken by the parties in the market rather

72. Braithwaite, J. (2002). ”Rewards and Regulation”. Journal of Law and Society.
73. Baldwin and Cave, 1999.

74. Ibid.
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than the authorities. The disadvantage is that it is costly and unsure
to process. There is thus a high risk that this style of regulation will
only work on well-disposed actors.”

Public Compensation and Social Insurance
Schemes

The benefit is that action is taken by the parties in the market rather
than the authorities. The disadvantage is that it imposes demands of
control and the problems encountered are thus similar to those rules
imposing standards and inflicting sanctions.”’

Self-Regulation and Enforced Self-Regulation

The advantage of this system is that it encourages responsibility
while being flexible and liable to change in order to reduce harms.”
Self-regulation may entail that corporations develop solutions that
exceed the minimum demands not unknown in legislation. The
disadvantage is that self-regulation can be abused which is why en-
forced self-regulation is better as the system is supervised by the aut-
horities. This is, nevertheless, not entirely problem-free as control is
resource-intense and it can also be difficult to discover cheats and

fiddles.

Checklist for legislators

I. What is the unwanted behaviour?

2. Who is responsible for it?

3. Which strategy will lead to compliance?

4. Which style of regulation will best support this strategy?

76. Ibid.
77. Ibid.
78. Gunningham and Grabosky, 1998; Gunningham and Johnstone, 1999.
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These questions are intended to facilitate for the regulator in choos-
ing regulatory strategy.” If it is not possible to obtain a uniform re-
sponse, because the regulation is aimed at a range of actors, a
mixture of solutions is to preferred. The benefit of using a host of
strategies is that is more likely to succeed in preventing cheats and
fiddles with different kinds of actors.?® The disadvantage lies in that
it demands a high level of resources. However, when the different
groups of actors have been identified it is possible to target the rules
with a greater precision and accordingly achieve a higher efficien-
eyt

Even if compliance is secured it does not mean that the problems
are solved. “Creative compliance” involves avoiding the intention of
the law without breaking the terms of the law.* It is not unheard of
for the business community to voice demands for detailed legislation
which then can be avoided through “creative compliance” (see be-
low).

Another problem area is that legislation can be construed in such
a way that the rules, to a greater or lesser extent, include everything
the legislator wants to achieve. Such a over-inclusive regulation may
counter-check its own purpose as it also hamper interests that
should be encouraged.® Too much regulation may make it more dif-
ficult for the corporation to make use of new technology and may
preserve existing structures. Too little regulation will not prevent
cheats and fiddles, which was the purpose (see below). It is thus im-
portant to find a balance between the social context and the norma-
tive environment that the rules apply to.

79. Baldwin and Cave, 1999.

80. This experiences is derived from preventive work aimed at traditional crime, cf.
Visher, C. A. And Weisburd, D. (1998). Identitying what works: Recent trends in crime pre-
vention strategies.

81. Baldwin and Cave, 1999.

82. Simpson, 2002.
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Rules should be
transparent
congruent
simple

Legislation often tends to be vague due to the underlying contrary
political goals. Legislation is thus the result of a compromise.** Un-
derlying political trade-offs are not the only causes for legislative in-
distinctness, this may also be the result of the author’s idiom.%

The legislator should aim towards the following three goals in or-
der to achieve maximal success:®

1. Rules should not be vague as the regulatee then has to figure out
its implications for him/herself.

2. Rules should be adequate and not overly intervening.

3. Rules and regimes should not be complex as that imposes great
demands on those regulated.

Accordingly, rules should be transparent, congruent, and simple.
Diver compares a transparent rule to a see-through window. Ev-
erybody who looks out of it sees the same thing. Transparent rules
increase the possibilities of compliance as there is no doubt as to
what the legislator intended. These rules are also easier to con-
trol.®”® A congruent rule has been formulated in such a way that it
will only lead to the desired behaviour. It should not be more inter-
vening than necessary. The problem with too intervening rules is not
that they are too vague but rather that the clearly and precisely im-
poses demands for actions not suitable or sometimes even harmful.
The rules may also hinder actions that are positive. The legislator
cannot foresee all eventualities as real life is “diverse, changeable

84. Vedung, 1998.

85. Diver, C. (1989) ”Regulatory Precision”. In: Making Regulation Policy. Ed: Hawk-
ins, R. and Thomas, J., p. 199.

86. Ibid.

87. Diver, 1989.
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and ambiguous”.® This is also why self-regulation has its advanta-
ges over legislation (see below).

Simple rules are easy to remember and accordingly, they may be
successful without costly actions. The opposite applies to an ab-
struse law which may be difficult to “translate” and consequently
lead to infringements due to misunderstandings.®” Rules may also be
construed in such a manner that infringements are easy to appre-
hend and sanction.” For the threat of penalty to have any deterring
effect it is presupposed that the risk of detection is not too little.

Legislation should therefore aim at maximising the transparency,
congruence, and simplicity of a rule. It is not always possible, how-
ever, to satisfy all three factors at the same time. Diver illustrates this
with a rule that limits the top speed. This rule is both transparent
and simple, but hardly congruent as it sometimes, inter alia depend-
ing on the traffic situation and weather conditions, will lead to de-
mands of both a too high and a too low speed. A set speed has,
furthermore, to compromise between different goals such as traffic
safety, fast communications, and environmental issues. Were the
rule to be more congruent, transparency and simplicity would be
lost.”

Clear and stable regulatory regimes

Rules should be clear, well-reasoned and provide the authorities
with established starting points. Clear rules also facilitate the control
work. Clear legislation makes it easier for the official to act in each
individual case and refer to a clear rule, for example that there is a
duty to report suspicious crime. Such rules thus reduce cheats and

fiddles.””

88. Bardach and Kagan, 2002 p. 58.

89. Vaughan, 1983.

90. Scholtz, J.T. (1994) "Managing Regulatory Enforcement in the United States”. In:
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Clear rules also leads to compliance. If the regulations are vague
and unclear this may result in negligence.” Even though the guiding-
star is clear rules, there are situations where precise rules can be a
disadvantage to the interest protected by the legislation. Thus, it is
vital that in choosing a regulatory method the legislator is driven by
conscious considerations where the pros and cons are weighed in.
This issue will be further developed below. Frequent changes to the
rules make it more difficult to carry out control.”* It leads to inces-
sant needs for education and gives rise to errors with those regulat-
ed. Complex rules that lack public support also give rise to errors,
rule deviation, and control problems.”

Fewer rules

A plethora of rules increases the risks of cheats and fiddles and
makes it more difficult to control. To reduce the number of rules is,
therefore, a step in the right direction to prevent these wrongdoings.
For example, the rules (from laws to government agency regulation)
aimed at corporations are estimated at 20 000 pages.” It is often the
combined effects of the regulatory regimes that burden the firms.””
An increase in the number of regulations may lead to opposition
from those regulated or may even be systematically neglected.”® A
proliferation of rules also has effects on the supervision of compli-
ance, involving a decline in the risk of detection and punishment.
Delegating the normative power is a prerequisite for the extensive
regulation of today. Objectors have argued that the legitimacy of the
legislation may be questioned when the legislator delegates the nor-

93. Vaughan, 1983.

94. RRV 2002:20

95. See RRV 1999:39A.

96. Sterzel, . (2001) Forenkla EU:s regelverk. Vad kan erfarenheterna av svenskt regelar-
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mative work to a great extent. There are, in fact, examples of when
a law, implemented by the Parliament, give rise to more than one
hundred statutes imposed by a central authority. Such a system is be-
lieved to diminish the legitimacy of the rule system™ as it is question-
able whether the regulation is supported by the legislative
assembly.'” Yet another problem is that the extensive regulation has
not been set up in an open and accessible way.'"!

¢ Combine rules and regulatory regimes

One way to reduce the number of laws is to fuse regulatory frame-
works aimed at the same target group and partly sharing the same
goal. For example, the National Audit Office has suggested that the
public allowances aimed at families with children will be contained
in one single law by fusing the legislation on child allowance, hous-
ing allowance, and maintenance support.'”* Another example is the
suggestion proposed by the Supervisory Committee to combine all
central control legislation in one law.'” Yet another example is the
income tax legislation where two major laws and a number of small-
er laws were systematically fused into one single law.'**

* Weed out redundant regulation

Several authorities decide on extensive regulations complementing
the legislation and the resulting mass of rules is in need of weeding.
For example, the regulatory system of the contracting sector has
been cut down by 40 percent.

A number of redundant rules can be dispensed with if the author-
ities perform systematic reviews of the rules. For example, some
years ago the work environment agency set out to reduce the regu-

99. Sterzel, 2001.

100. Baldwin and Cave, 1999.
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latory volume by 25 percent through a systematic review. Attempts
to this effect have also been carried out by the authorities in the re-
spective areas of social services, policing, courts and social insur-

ance.'®

* Avoid superfluous over-regulation

Sweden has introduced a more far-reaching regulation than is stipu-
lated in the underlying EU legislation. Unfortunately, not enough
comparisons have been made of the benefits of these over-regula-
tions and the economic impact and other effects this procedure has
had.'® This view was also shared by a number of experts in our tar-
get group seminars.

Concordant regulatory systems

Rules in one benefit area, where a host of allowances or benefits may
be paid-out in connection with a certain activity, should be concor-
dant to avoid unlawful or undesirable pay-outs or double payments.
For example, the regulation of corporate benefits where the regula-
tions regarding combinations are vague and archaic which enhances
the risk of erroneous decisions.'”’”

Another approach involves combining rules in a regulatory area
to achieve concordance. For example, the handling can be made sim-
pler and safer by combining a range of handling rules into one spe-
cific law applicable to different kinds of benefits. Such a proposition
has indeed been brought forward in the social insurance area. The
proposition regulates the basic procedures in social insurance cases,
for example how a case is initiated, responsibility of investigation,

10S5. Sterzel, 1001:12.

106. Statskontoret rapport 1998:27. EG-regler och svensk regelkvalitet.

107. See RRV 1999:40. Hur fordelas foretagsstodet? (On the distribution of corporate
benefits)
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temporary decisions, case presentation, motivation for decision and
information about reached decision.'*®

Use performance rules or process- or system- based rules.

Specific rules, performance rules, and process- and
system-based rules.

There are different types of standards regulating operations, for ex-
ample in the environmental area. These can be divided into specific
rules, performance rules and process- and system-based rules.'"”

Specific rules stipulate precisely what should be observed and in
which way. The rules describe inter alia which methods should be
used and in which context. Specific rules demand little of the regu-
latee as regards interpretation. Performance-based rules specify the
outturn of the operations, the result or performance. How this is to
be achieved is up to the regulatee. Process- and system-based rules
focus on the process in order to achieve a goal, this might include
methods to meet quality requirements. It is not unusual for the reg-
ulatory systems to present elements of different normative systems
in real life.

Specific rules prescribe exactly what has to be done and these rules
are well suited to smaller firms that rarely have the in-house resourc-
es to investigate what has to be done. Specific rules are especially im-
portant when it comes to hazardous activities and where there are
established methods to handle the hazards. Precise rules make it rel-
atively easy for the controlling authorities to detect cheats and fid-
dles. These rules are usually preferred by trade unions as they
enhance the possibilities of discovering infringements.

This is nevertheless not a problem-free area. Precise rules have to
be very detailed to be able to cover all situations. There is a great risk
that the regulation becomes complex and such rules also tend to im-

108. SOU 2001:47. En handldggningslag — forfarandet hos forsiakringskassorna.
109. This section is based on Gunningham and Johnstone, 1999.
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pede on the development of new, efficient and less costly methods.
It is time-consuming to design specific rules and this approach also
presupposes a detailed knowledge of the regulated conditions. Spe-
cific rules tend, furthermore, to be static and in the work place envi-
ronment are “machine-oriented” when the actual risks are rather to
be found in more elusive conditions pertaining to the organisation
of the work place.'"® A major disadvantage is that these rules focus
on the functioning of the authorities’ control functions rather than
the ability of those regulated to take responsibility and voluntarily
obey the rules.

Performance rules have the advantage of focusing on the results
rather than pointing at risks and how they should be handled. These
rules involve a flexibility towards new potential risks and new meth-
ods to reduce them. Performance rules also encourage corporations
to develop methods to comply with the rules and consider local con-
ditions.

However, performance rules can be too general and therefore may
make it difficult for the authorities to point out deficiencies and im-
pose sanctions. This disadvantage can on the other hand lead to en-
hanced compliance in comparison to the precise rules which are
easier for the authorities to sanction (see below).

Process- and system-based rules have the advantage of creating
opportunities to cope with an array of risks. This is certainly true of
risk pertaining to the organisation of activities. Research shows that
the majority of technically-induced accidents are caused by deficien-
cies in management and organization.''! These rules are, however,
not problem-free and may easily become a paper product if there is
a lack of commitment to follow the rules (creative compliance). They
are also difficult to supervise.

We recommend that performance-based rules or process- and sys-
tem-based rules are used. Detailed rules should only be applied with
clear and identified risks.

110. Gunningham and Johnstone, 1999 p.25.
111. Gunningham and Johnstone, 1999.
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Further disadvantages of precise regulation will be further illus-
trated below.

The risk of precise rules is that they may cause the opposite ef-
fect. General rules may more easily fulfil the legislator’s goal.

Precise rules

Precise rules give more explicit guidance than vague standards.''
Thus it should be easier for regulators to enforce precise rules than
general ones. Studies from private nursing homes in Australia and
the USA show, however, that vague standards such as “privacy and
dignity” and a “homelike environment”, did create the conditions
for a dialogue between the supervisory agency and the nursing home
on quality improvement.'" Indirectly, this lead to a higher level of
compliance with the legislation’s intentions than if the nursing home
were to meet with a range of detailed rules.

The backdrop to this somewhat unexpected outcome is that the
US business community as well as consumer organizations had ex-
pressed their concern against vague rules. Researchers, supervisory
staff and lawyers argued that it was difficult to implement the legis-
lation which lead to an introduction of more precise rules. However,

“Administrators are quick learners in the business of getting good
survey results. If ticks in activities boxes are what count, droves of
sleeping residents will be wheeled into activities programmes to get
the numbers up.”'"* In Australia, furthermore, it was not enough to
obey in theory by a set of precise rules as legislation and accordingly
the control applied to as a whole. This lead to a shift in the scope of
control from the fulfilment of circumstantial demands to more cen-
tral issues.

112. The rules in Great Britain are more flexible than those in the USA (Rudén et al.
1998).

113. Braithwaite, J. and Braithwaite, V. (1995). The Politics of Legalism: Rules versus
Standards in Nursing Home Regulation. Social and Legal Studies; Braithwaite, J. (2000).
Regulation, Crime, Freedom.

114. Ibid.
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The results imply that the Australian legislation worked better
than its American counterpart because it is broad, subjective and ap-
plies a care taker perspective.'"

Precise rules may thus lead to less compliance as well as an in-
creased arbitrariness at the time of control. One of the drawbacks of
vague standards is, however, that they may be hard to pursue ac-
cording to criminal law. The design of the criminal legislation is also
decisive to the room available for the offender to argue in court.''
Arbitrary rules are liable for different interpretations. Resource-
strong individuals may thus hire legal aid for such a judicial argu-
mentation and accordingly the authorities judge it difficult to further
pursue the matter. Unclear rules, furthermore, increase the oppor-
tunities of acting on the fringes of the law.

It is thus important to obtain a balance between the interest of se-
curing a generally high level of compliance and the possibility of a
greater accessibility in controlling individual infringements. De-
pending on which strategy is applied and which regulatory areas are
involved, rules may have different precision. If the purpose is that
they should be simple to legally pursue they should be precise. But if
the purpose is to stimulate law-abidance through information, ser-
vice provision, and other means of persuasion, they may be more
general.'"’

It is generally believed that vague rules increase the official’s arbi-
trariness or discretion, while it decreases with more precise rules.
This is why precise rules are often set up in order to reduce the op-
portunity of discretion. But the more rules that apply, the more op-
portunities for the official to choose between those best fit to serve
his/her own purposes.''® These can be motives not entirely in accor-
dance with the intentions of the law. Street-level bureaucrats rarely
have the resources to devote equal amounts of time and care as stip-
ulated by the law in each individual case. The administrator deals

115. Braithwaite, ]J. and Braithwaite, V., 1995.

116. Mann, K. (1985) Defending White-Collar Crime. A Portrait of Attorneys at Work.
117. Baldwin and Cage, 1999.

118. Hawkins, K. (1994) The Uses of Discretion.
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with this dilemma by a selective application of the rules. The more
rules, the more opportunities for selection.'"’

Surveys'?’ show that the American food and drinks legislation is
so extensive that if the authorities were to act on all infringements,
not a single firm would stay operative. In real life the agencies rec-
ommend, off the record, that inspectors use their common sense and
not act on all infringements but only on those deemed important.

Fewer rules increase the opportunities for the legislator to show
his intentions and the most important information is thus more eas-
ily accessible. The control will accordingly focus on these important
issues rather than on less interesting details. We thus recommend:

— few and simple rules that communicate what is important
— engage in dialogue
— focus on activity outcome or methods to achieve that outcome.

Complex rules favour strong actors

The more precise a rule is, the more likely is it to open up loopholes
— to permit by implication conduct that the rule was intended to for-
bid.

— R. Posner'?*!

To suppress abuse in a certain area one approach that presents itself
immediately is detailed regulation. This will, however, only lead to
a more complex legislation which is obvious in area of tax legislation
which, in most countries, usually has a patchwork quality to it. This
also results in a major increase of legal loopholes that can be argued
for and against in legal terms. The more formal and complex the reg-
ulation is, the more it will gain formal, rational, and bureaucratic or-
ganisations such as corporations. Justice and legislation may thus be
at odds with each other.'*

119. Lipsky, 1980.

120. Bardach and Kagan, 2002 p.37.
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“The greater the regulatory authority of a given firm, the more likely
that regulatory negotiation will focus on rules rather than facts.”'**

When a corporation can mobilize experts to deal with the legisla-
tive issues they also have the opportunity to challenge the rules of
play.'** Discussions with supervisory agencies will therefore focus
on rules rather than facts. This means that big actors can take com-
mand and steer the application of the rules. The risk of creative com-
pliance, it has been noted, is high in cases where the letter of the
legislation rather than its spirit is upheld.'*

A firm has a stronger interest in a legislation that regulates its ac-
tivities than does the individuals whom the rules where set up to pro-
tect. For a corporation the regulation stating when price-fixing is
prohibited may involve large amounts but not many pennies for the
individual consumer affected by the price-fixing. From this follows
that firms may invest large sums to investigate how the legislation
can be bent so as to serve their financial interests.

Braithwaite'? illustrates this with the firm that has been ordered
by the legislation to fulfil a range of environmental demands in order
to suppress the risk of pollution causing cancer. The enterprise will
invest large sums on investigating what has to be done and when. It
will look after its interests to a higher degree than will the individu-
als who stand at risk of attracting cancer as a result of the firm’s pol-
lution. The reason for this is that the rules are aimed at the enterprise
and consequently it has a considerable larger interest in the rules
than the individuals that only run a minimal risk of getting cancer.
The firm’s interest is thus concrete while that of the citizen is dis-
persed, indirect or diffuse. Even for the government agencies this in-
dividual case is only one of the range of environmental problems
that they have knowledge of. Their interest in the said company is
the same as the citizen’s, dispersed, indirect and diffuse. As the firm
may have a strong interest in a certain issue and encounters oppo-

123. Reichman, N. (1992). ”Moving Backstage. Uncovering the Role of Compliance
Practices in Shaping Regulatory Policy”. In: White-Collar Crime Reconsidered. Red. Schle-
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nents such as individuals or authorities with dispersed, indirect, and
diffuse interests, it may be said to have the upper hand.

Experience shows that it is easier to legislate than taking legal pro-
ceedings. When new legislation leads to extensive trials that the com-
munity at large looses, the interest in applying the legislation will
drop. This is because corporations may have lawyers spending all
their time studying a limited legal area while the authorities lack
these resources. When legislation by time becomes older and not ap-
plied it will have an impact on the legitimacy.

The previously mentioned recommendation can also be applied
here: few and simple rules communicating what is important — en-
gaging in dialogue and focuzing on activity outcome or the methods
to achieve that outcome.

Thus rules should be designed in such a way that they focus on the
outcome of the activities (performance rules) or process- and system-
based rules.

International regulation is important but so is self-initiative

Multinational corporations use system against nonsystem.'?” While
the multinational’s global goals are coherent, the goals of the
world’s regulatory agencies are conflicting. So the multinational
plays one off against the others and may thus steer its activities to
the most suitable environments. Thus, it follows, that international
cooperation is important.

This international development can be seen in the area of taxation
where exchange of information on capital income and tax paid-at-
source. The amount of statements of income has, however, been lim-
ited so far. Some 100 000 international statements are given each
year which can be compared to the 71 million national statements of
income.'?® No doubt, the international cooperation will increase and

127. Braithwaite, J. (1993) ”Transnational Regulation of the Pharmaceutical Industry”.
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within the EU there is already an exchange of information on bene-
fits.

It is not necessary that regulation is coherent in all countries.
If a country stipulates higher demands than others in the same re-
gion, this may influence enterprises to meet these demands through-
out the whole region. It is not unheard of that smaller countries with
high legal standards raise the standards of the whole region. When
Costa Rica imposed higher standards for medical drugs this was also
implemented in the other Central American countries as the multi-
nationals found it too costly and impractical to inter alia manufac-
ture specific packaging for the Costa Rican market.'*

“There are costs for transnationals in playing the international
law evasion game — shuffling operations, products, and money
around the world is never frictionless. A progressive nation does not
always have to bring the whole world with it to defeat international
law evasion in its region.” !

The conclusion is thus that an individual country can impose de-
mands and accordingly influence the actions of the multinationals.

112930

Don’t always target the problems but those who can prevent
them.

It is easy to say that the legislator wants to prevent cheats and fiddles
by directing the rules towards the potential law-breakers. But it is
also possible to take preventive action with the aid of the people sur-
rounding the potential perpetrator. The important is, through regu-
lation, to create structures that make it possible to benefit from the
preventive ability of these people.

Experiences show that it can be difficult to achieve success with
traditional deterrence actions such as threats of punishment, with
crimes resulting from abuse of power (e.g. economic crime and en-
vironmental crime) within a firm and crimes committed by resource-

129. Braithwaite, 1993.
130. Braithwaite, 1993.
131. Braithwaite, 1993, p. 19.
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ful individuals. The failure is due to the fact that the offender
counters deterrence actions with countermeasures.'**

Research implies that simple models of rational choice (the strife
to obtain maximal self-interest at the lowest cost) do not work very
well to explain why individuals, families and small and large organ-
isations obey or break the rules (see the chapter on causal factors).
Rational threats may at the same time be productive, non-produc-
tive and lead to counteroffensives. Rage, defiance, opposition, per-
ception of legal injustice, stigmatisation and a decrease in inherent
virtues such as law-abidance also have to be taken into account.
There is, furthermore, a risk that deterring actions will be obstructed
by rational actors in such a manner that it undermines deterrence.'*’

Braithwaite and Fisse'** argue that there are three types of actors
who are in some ways responsible for an infringement or have the
ability to prevent the infringement. The actors may be characther-
ized as three different goals for the legislator’s work.

1. “Hard” targets who are not deterred by the threat of severe pun-
ishment.

2. “Vulnerable” targets who can be deterred by the risk of severe
punishment

3. “Soft” targets who can be deterred by the risk of being exposed
to disgrace, because they have not fulfilled their obligations, even
if they have not committed a crime.

Instead of targeting all actions towards the hard targets aiming at the

vulnerable and soft targets may prove more efficient. Thus, the solu-

tion is

A.To replace the outlook of a narrow, formal and highly criminal
law responsibility with broad, informal and mild sanctions.

B. To separate between the criminal law target and the goal subject
to benefiting from the crime. There are many gatekeepers such as

132. Braithwaite, 1997.
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the board, external and internal accountants, environmental ac-
countants, ethical committees, etc.

One way of developing the control function is to engage a third par-
ty, someone other than the supervisory agency or the regulated. The
advantage of this is that this party usually stands a lot less to loose
than the perpetrator from the discovery of a crime while the third
party may stand to loose from not reporting it. Thus, corporate au-
ditors have a duty to report suspicious crimes.'*’

Even if few people in a firm or organisation are involved in in-
fringements, there is a large number who can prevent cheats. One
way of doing this is to decentralize the power through bodies includ-
ing different parties within corporations and between the private
and public sectors. The more centres of power, the less risk of abuse
of power. Each individual in a centre of power becomes a preventive
controller."*

Characteristic of gatekeepers is that they have little to loose if a
crime is uncovered compared to the offenders in the organization.
What matters to the gatekeepers are the sanctions. A gatekeeper may
not, like the perpetrator, perform a profit estimate of the benefits of
the infringement and the risk of detection and sanctions. A gatekeep-
er may, furthermore, stand a lot to loose in capital confidence if (s)he
acts improperly. The legislator may make use of this fact by target-
ing the gatekeeper. For example, accountants who fail to report sus-
picious actions can be reported to the Supervisory Board of Public
Accountants. As accountants depend on their authorization for their
work they will be more compliant and report.

Measures should, therefore, be aimed at actors who do not direct-
ly benefit from the crime.

— Spreading the power to more actors, not beneficiaries from the
crime. Involving, for example, the trade union, auditors, ethical
committees, ombudsmen, external controllers, and environmental
groups.

135. Internal third parties include inter alia safety representatives in the work environ-
ment area.
136. Braithwaite and Fisse, 1988.
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— Employers, banks, and others make deductions for employees’
tax-at-source and give statements of income to the tax authority.

— Accountants have a duty to report.

— Representatives monitor the application of the Personal Data Act
in the work place.

— Units responsible for the official statistics need to have an inde-
pendent position within the authority and perform internal scru-
tiny of secrecy.

— The separation of organisational responsibility for production
and environmental issues.

- Introduce accountants to other areas than the traditional.

Legal persons may be punished

A long-time running discussion concerns the issue of whether legal
persons should be punished or not."”” It is traditionally argued that
only individuals of flesh and blood have a consciousness and con-
science. Thus, only natural persons can express criminal intent and
act accordingly. The traditional aims of the criminal system such as
deterrence, incapacitation, and rehabilitation are hard to provide for
in legal persons. Punishment of legal persons tend, furthermore, to
harm other people or organizations not involved in the crime. Un-
aware shareholders may se their dividends drop in value due to sanc-
tions inflicted on the firm. High fines may also lead to the notice of
employees and higher prices for the consumers as the costs of the
fines are imposed on the customers.'**

In Sweden legal persons cannot be punished. Instead it is possible
to hand out a non-criminal fine for enterprises as a consequence of
an offence. This fine is, however, a kind of sanction that is rarely
used and therefore cannot be said to work in practice. It has, how-
ever, been suggested that regular liability should be implemented.'*
Legislation may also contain sanctions such as administrative sanc-

137. Friedrichs, 1996.
138. Fisse and Braithwaite, 1993.
139. SOU 1997:127. Straffansvar for juridiska personer.
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tions and environment sanction fees, but these are not regarded as
reprehensible as a penalty as they do not presuppose premedita-
tion.'*” Punishment is society’s stand against the offences deemed
most reprehensible. Even though administrative sanctions may
amount to considerable sums, by far exceeding day-fines, they still
take on the nature of a sanction to a less serious infringement.

Many have, therefore, argued in favour of punishing legal per-
sons. Crimes are committed in the interest of the firm and the legal
person’s premeditation may be considered as a consequence of its
adopted guidelines and policy. Why then, should the legal person
not be punished? Natural persons within the organization are pres-
sured into meeting the corporation’s need for profit and accordingly
commits a crime in the interest of the corporation. Furthermore, dif-
ficulties might arise when it comes to pinpointing natural persons re-
sponsible for crimes committed within an organization.'*!

Fisse and Braithwaite'** argue that it must be possible to punish
legal persons — corporations should also be made to answer to their
actions. They assert that this is especially important as natural per-
sons are replaceable within the organization. As regards crimes com-
mitted by a natural person in the interest of a corporation, it is not
unlikely that the punishment will be condemned only after the of-
fender no longer works in the organisation. In these situations the
punishment can hardly have any affect at all on the organisation. If
only replaceable individuals are punished crimes within organiza-
tions are not suppressed.

It may also be in the corporate interest to put the blame for an un-
favourable action on individuals in order to detract attention from
organisational deficiencies."” A crime may be conveniently taken
care of by punishing someone and maybe transferring or dismissing
that person while the organization continues its problematic busi-

140. Zila, J. (1992). I stillet for straff: sanktionsavgifter som kriminalpolitiskt medel mot
bagatellbrottslighet.

141. Braithwaite and Fisse, 1993.

142. Fisse, B. and Braithwaite, J. (1993) Corporations, Crime and Accountability.

143. Ibid.
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ness as before.'** It is said that some American corporations even
have a vice president responsible for going to jail should anything
happen.'* Only if the firm itself is declared responsible, will it pos-
sess enough incentive to implement proper preventive, disciplinary,
and rewarding actions to minimize the risk of individuals commit-
ting crimes in the interest of the firm.

In Sweden, the proposal to implement liability for legal persons
has been met with opposition. Objectors have argued that the defi-
ciencies in the present system of non-criminal fines for enterprises
have not yet been sufficiently elucidated and that nothing has been
made to redeem these insufficiencies. Another proposal has been
presented which suggests reforms of the non-criminal fines rather
than the introduction of liability."*® Triskman claims, however, that
it is obvious that the Swedish resistance against liability is not very
well seen in the EU.'*” He refers to the Nordic Criminal Law Com-
mittee that in 1986 argued that there was a obvious need for crimi-
nal law influence on subjects other than private individuals.

An appropriate adjustment is therefore to punish both the legal
person and the natural persons who commit the crimes.

Fines are more effective than imprisonment.

Studies of natural persons convicted of economic crime imply that
imprisonment rarely has any preventive effect, on the contrary, it of-
ten leads a higher degree of relapse.'*® Other surveys support the ar-
gument that imprisonment has no preventive impact, but also state
that the punishment does not influence the risk of relapse.'* On the
other hand, the fine penalty has a positive effect on the risk of re-

144. Cf. the expression one rotten apple. When it is removed from the basket the prob-
lem is gone, but in reality there might be an underlying problem that never is solved.

145. Braithwaite, 1993. p. 14
146. Justitiedepartementet (2001) Foretagsbot. Ds 2001:69.

147. Traskman, P.O. (2003). Om selskabsansvar i Norden. Rapporten om Sverige och
Finland. Nordisk Tidskrift for Kriminalvidenskab.

148. Simpson, 2002.

149. Weisburd, D. et al. (2001) Crimes of the Middle Classes. White-Collar Offenders in
the Federal Courts.
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lapse. This is due to the special impact of economic sanctions on nat-
ural persons committing economic crimes.””’ These offenders
usually have assets and something to loose as opposed to many of
those who commit traditional crimes. Compared to the arguments
against the adequacy of fining legal persons (see above), fines targe-
ted at natural persons seem less problematic.

Braithwaite'! argues that fines create opportunities enabling the
convicted economic crime offender to reintegrate into society and
once again function as a law-abiding citizen. Imprisonment leads to
stigmatization which affects the perpetrator’s self-image and how
(s)he is regarded by the community. Imprisonment cuts off the in-
mate’s ties with society while fines enable the convict to remain and
function in society.

The above does not imply that a few prison convictions in a
“new” area may not send a strong message to the business commu-
nity and accordingly lead to preventive measures. One such example
is when American corporate managers were sentenced to prison for
price-fixing."** This was one of the main reasons behind the discus-
sion on pricing cartels that arose within the business community and
which inter alia resulted in a range of handbooks and training.

Criminal sanctions should be used with distinction.

The advantage of criminal sanctions is that they take a clear stand
that an individual or organization has violated those interests which
society deems most in need of protection. They are, however, not en-
tirely problem-free. The burden of proof, for instance, is especially
high in criminal law and extensive resources are needed in order to
secure the evidence. Therefore, it is impossible for the authorities to
pursue every case that implies sanctions.'>

150. Ibid.

151. Braithwaite, J. (1989) Crime Shame and Reintegration.

152. Sigler, S.A. and Murphy, J.E. (1988) Interactive Corporate Compliance. An Alterna-
tive to Regulatory Compulsion.

153. Kaga, R.A. (1994). “Regulatory Enforcement”. In: Rosenbloom, D.H. and
Schwartz, R.D. Handbook of Regulation and Administrative Law.



Flexible Regulation |11

One approach is therefore to concentrate all resources on one sin-
gle case rather than spreading them out over 100 cases. Winning this
case means that the controlling agencies find themselves in a better
position to negotiate in the other 99 cases."** In this example, crim-
inal law can be compared to the heavy artillery that covers the
troops at the front when they enter into close combat with the cor-
porations rather than win the battle.'*’

Administrative sanctions may be used and civil law actions taken
as a complement to criminal sanctions. These have the advantage of
being attached to substantially lower demands of burden of proof
than criminal law.

We recommend that a broad spectrum of different sanctions be
applied (see the section on causal factors’ impact on control and reg-
ulatory design — strategic starting points in chapter 4).

Excessively strict rules and control may have the opposite effect

We have already contended that it is not necessary to use particular-
ly hefty measures to make 80 percent of the firms to comply. How-
ever, rules are often designed and targeted at the 20 percent who
may be difficult to persuade to comply in mind. The downside to
these rules is that they may strike hard on the loyal 80 percent while
having a limited impact on the troublesome remainders. Bardach
and Kagan'*® contend that the described regulatory technique leads
to an unreasonable application.

The majority of firms, being good apples and not-so-hard cases,
are subjected to unreasonable regulation. And the larger the major-
ity relative to the whole of the regulated population, the greater the
scope of regulatory unreasonableness."’

154. Braithwaite, 1993 p. 17.

155. Braithwaite, 1993 p. 27.

156. Barnett, H.C. (1993) Crime Against the Environment: Superfund Enforcement at
last. The Annals of the American Academy of Political and Social Science.

157. Bardach and Kagan, 2002 p. 92.
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Bardach and Kagan'® refer to the “paradox of social regulation”.
An enterprise that play by the rules with the least possible margin in
80 percent of the cases, but breaks the rules perceived as unreason-
able in 20 percent of the cases. The authorities tend wrongly to term
such a firm as a “bad firm” and resort to harsher action to secure
compliance. “The paradox of social regulation” thus arises when
both the regulator and regulatee perceive themselves as honest and
discerning while regarding the other party as unreasonable.

This paradox might lead to increased opposition not only from
the individual firm. A culture of opposition might develop within
parts of the business community. Such a sub-culture may include the
exchange of methods of how to legally thwart the authorities. The
resulting effect is a game of cat-and-mouse between the controlling
agencies and parts of the business community.

The opposition may also be brought to a political level involving
lobby groups and campaigns.'*” This may cause the legislator to neg-
atively change, on political grounds, the rules to the disadvantage of
the interests the legislation was originally intended to protect. The
impact of the agencies’ harsh application of the rules may thus be
contra productive when it comes to increasing compliance in an in-
dividual firm or more generally achieve the underlying objectives of
the regulation.'®

Self-Regulation

Self-regulation is not an unambiguous definition. Two fundamental
characteristics of self-regulation can be discerned. First, it involves a
mixture of explicit codes of conduct and a certain amount of specific
sanctions, for example expulsion from trade associations or mar-
kets, in combination with more informal standards and pressure.
Second, it is private organisations rather than public bodies that pri-
marily design and decide on codes of conduct, supervise them and

158. Ibid., p.114.
159. Ayres and Braithwaite, 1992.
160. Cf. Sigler and Murphy, 1988.
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are expected to intervene when compliance is wanting. In Sweden,
the stock market is an area subject to self-regulation.'®!

Self-regulation without any external intervention is, however,
scarce. In literature, self-regulation is usually discussed from the de-
gree of central authority intervention in the corporate self-regula-
tion.'®?

Utilize and stimulate firms’ will and ability to discover and take
action against cheats, fiddles and risks.

Corporate actors are not just value maximizers — of profits or of rep-
utation. They are often striving to do what is right, to be faithful to
their identity as a law abiding citizen and to sustain a self-concept of
social responsibility. During Braithwaite’s fieldwork, business infor-
mants repeatedly argued that the common characterisation of them
as motivated only by money was a simplistic stereotype.'®’

The interest in self-regulation is founded on the understanding
that this style of regulation may be more efficient than government
agency control.'®* Corporate internal supervision has a higher tech-
nical and social ability to investigate the operations and may thus
perform more frequent and in-depth controls than the agencies.'®
Self-regulation is, however, not only stimulated by the firm’s own
goals but also by external pressure. The question is how firms and
other organisations best can be persuaded to take on a full responsi-
bility.

161. SOU 2003:22. Framtida finansiell tillsyn. Betinkande fran Utredningen om Fin-
ansinspektionens roll och resurser.

162. There is a scale ranging from complete self-regulation to state intervention through
legislation defining the design of the self-regulation. The literature on this subject use defini-
tions as ordered self-regulation, complete self-regulation, imposed self-regulation, partially
imposed self-regulation, private self-regulation, etc.

163. Ayres and Braithwaite, 1992 p. 22.

164. RRV 1993:7. Foretagens egenkontroll och myndighetstillsyn — en granskning av den
statliga tillsynen inom livsmedels- och miljoomrddena. F 1993:7.

165. Braithwaite, J., Fisse, B. and Geis, G. (1987). ”Covert Facilitation and Crime:
Restoring Balance to the Entrapment Debate”.
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This is a particularly interesting question in the light of a line of
development in the area of control and supervision in Sweden and
other countries involves imposing demands on the corporation’s
own system of internal control and quality requirements in order to
satisfy different protective interests (internal control). The discus-
sion on self-regulation focuses mainly on the level of corporate inde-
pendence in deciding how the control should be designed.

Pure self-regulation should be used with caution.

Those in favour of corporate self-regulation and design of control
functions argue that firms are motivated by self-interest in a well-
functioning self-regulation. This is believed to contribute to positive
relations with employees and the public, which in turn may be pre-
supposed to lead to increased profits. This reasoning has, however,
its limitations as there are situations where the interests of society
and corporate profits do not coincide.'

Research'®” shows that it is not evident that a firm will develop a
self-regulation function even if they stand to gain from it. This is due
to the corporate emphasis on short-term goals of making a profit
which is in sharp contrast to a well-functioning self-regulation that
will pay off in the long run. A large group of US top management
where asked why they did not do more to secure better health, safe-
ty, and environment and more than half gave the reason of pressure
from short-term demands for profit.'*®

But even the prospect of a profit in the short run is not always
enough for firms to develop self-regulation. Research and experienc-
es alike indicate that firms act less rationally than economic theory
has led us to believe. In real life, some firms do not seem to realize

166. Gunningham and Johnston, 1999.

167. Gunningham and Grabosky, 1998; Gunningham and Johnstone, 1999; Baldwin and
Cave, 1999.

168. Gunningham and Johnstone, 1999.
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what profits can be made from acting in a different way. Others do
not do it because of incompetence or irrationality.'®’

Fisse and Braithwaite instead prescribe enforced self-regulation
where the firm is instructed to set up self-regulation rules that have
to be approved by the supervisory agency. The agency will then su-
pervise that the firm fulfils its obligations.'”

Investigate the possibilities to influence corporate self-regulation
through a range of incentives.

The advantages of trying to influence the firms’ self-regulation
through incentives can be given as follows:'”!

— firms will react more positively if they are not subjected to force

— incentives stimulate firms to find the most cost-effective and inno-
vate solutions

— decision-making is decentralized to the firms which supposedly
have better information than government and authorities on
problem-solving

— the State’s costs for control will decrease.

The following examples of incentives have been argued for:'”*

— positive administrative incentives (less frequent and detailed in-
spections, softer treatment for established infringements, reduced
inspection, etc)

— negative administrative incentives (more and rigorous inspec-
tions)

— awards, logos, and other symbolic rewards

— setting up standards in order for firms to obtain contracts from
central or local authorities

169. Gunningham and Grabosky, 1998; Gunningham and Johnstone, 1999. It is not true
that premeditated cheats are always motivated by rational considerations. Experiences from
the Swedish competition limiting legislation show that a majority of ingringements were
committed by small firms ignorant about the rules (Holmberg, 1981).

170. Ayres and Braithwaite, 1992.

171. Ibid.

172. Ibid.
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— subsidies

— supporting in different ways the present trend of firms only doing
business with firms that meet the international quality require-
ments and have been quality management assured by an accredit-
ed quality controlling body.

One of the drawbacks of the incentive-based strategy is that it may
influence corporations to adopt an instrumental approach of doing
as little as possible in order to satisfy regulators while collecting their
rewards without little commitment to the cause.'”® There is also a
high risk that rational actors collect rewards even though they are
not playing by the rules.'”*

Private regulation needs to be complemented by agency control.

Private regulation is not only administered through trade associa-
tions and such. Many corporations are certified through a range of
private bodies that judge its operations against a standard as in the
ISO 14001, the global standard for quality management system. A
system can be certified by an autonomous certification organisation
that will give a written statement that the system is up to the de-
mands of the set standard. In order to guarantee this, the certifica-
tion body makes a series of inspections/controls.
The advantages of third party control include inter alia:'”

access to better technical and administrative expertise

higher flexibility in adapting to the technological development,
etc

higher level of compliance

financial saving for the central authorities

The disadvantages of third party control include inter alia:'"

173. Ibid.

174. Braithwaite, 2002.

175. Rudén et al., 1998; Gunningham and Johnstone, 1999.
176. Ibid.
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— regulation is of secondary importance compared to the business
interest

— insufficient supervision of compliance

— regulatory abuse for competition limiting purposes

— insufficient public control

As regards government agency control it is important to establish
how much importance should be attached to the certification of an
activity. For example, the advance of quality management systems
has in Sweden created expectations on central government to coor-
dinate environmental control with certified quality management sys-
tems or perhaps even transferring parts of it to such a body. Some
instances, such as the chemicals supervisory agency and trade asso-
ciations, have argued in favour of lower supervision fees and less su-
pervision of certified firms.'””

The first demand that should be imposed on the certification body
is that it is accredited. In Sweden this business is performed by the
government agency SWEDAC. Accreditation is voluntary. In certain
sectors government agencies and other bodies have made accredita-
tion a mandatory prerequisite for business activities.

The most important argument against transferring public control
functions to a private body is that the authorities lack control of the
work of the certification bodies. Discussions on how to increase su-
pervision have been plentiful, but that the supervisory agency should
be given full access to each and every check-up is not realistic as this
would have an negative impact on firms’ will to certify.!”®

It has, however, been argued that the certification body should
give a summary of their examination to the authorities on a regular
basis. This would then serve as an indication of the examination
findings without going into detail and potential infringements. Such
a document might also be at the basis of the agency decision-making
when it comes to intensifying the control of a certain activity.'”

177. RRV 2001:27. SWEDAC:s kontroll av miljocertifieringsorgan — en granskning.
178. Gunningham and Johnstone, 1999.
179. Gunningham and Johnstone, 1999.
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Public regulation of corporate self-regulation should bear in
mind the individual firm’s and activity area qualifications of self-
regulation.

Yet another approach involves regulating the corporate self-regula-
tion by law. A general legislative problem is that it tends to general-
ize problems and counter-measures. For the rules to be enforceable
they have to be more or less specific as to what has to be done. De-
manding that all firms take definite preventive actions is presuppos-
ing that the problems at issue are uniform.

The problem is, however, that real life is disparate, changing and
obscure. The reasons behind harmful behaviour cannot always be
foreseen as risks arise in different levels and the solutions cannot al-
ways be standardized.'®’

This presupposes a flexible legislation that gives the agencies the
possibility to impose different demands on corporate self-regulation
depending on the kind of activities and the size of the firm or organ-
isation.'®! At the same time it is important that similar activities are
given the same treatment. Furthermore, it is possible to employ a
range of activities simultaneously in order to develop corporate self-
regulation. For example, legislation may with advantage be comple-
mented by actions aimed at strengthening the firm to develop its
own control.

Situational Preventive Regulation

Rules and regulatory regimes may, if properly designed, reduce the
opportunities of cheats and fiddles. A number of preventive methods

180. Bardach and Kagan, 2002.

181. One example that has moved in this direction is the environment legislation. All
firms and activities are legally obliged to have a self-regulation based on certain criteria. Leg-
islation does, however, imposes different demands depending on the type of business. Small
firms may also be treated differently than large corporations, e.g. lighter demands of docu-
mentation and other administrative and organisational conditions. Naturvardsverket (2001).
Operativ tillsyn. Handbok 2001:4.
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useful in legislation will be accounted for and they have been divided
into the following categories:'**

— Legislative measures that reduce the risk of fiddles and make it
more difficult to cheat

— Legislative measures that make it more risky to cheat and easier
to discover fiddles

— Legislative measures that reduce the rewards of cheats and fiddles

— Legislative measures to counteract justifications that facilitate

cheats and fiddles

The purpose of the taxonomy below is to emphasize the situational
approach by illustrating different legislative measures taken to pre-
vent economic crime in particular. Some of them have in fact been
suggested by different reports but not implemented.

It should be pointed out that the taxonomy should be seen as an
illustration rather than an evaluation of the efficiency of the (pro-
posed) legislative measures.

182. Korsell, L. (2000) ”Riskbedomning och brottsprevention i den svenska lagstiftning-
sprocessen”. Forvaltningsrittslig tidskrift.
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Taxonomy of Legislative Measures

Legislative measures
that reduce the risk of

Legislative measures
that make it more risky

Legislative measures
that reduce the rewards

Legislative measures to
counteract the justifica-

fiddles and make it to cheat and easier to of cheats and fiddles tions that facilitate
more difficult to cheat | discover fiddles cheats and fiddles
1. Start up control 5. System of communi- | 8. Benefits 13. Easier sanctioning

o Authorisation cation o The pensions system, | ® Clear regulations
e Test of conduct e Statement of income life-time earnings ¢ A variety of sanctions
e Trading license in connection with principle e Sanctions against acts
¢ Disqualification from taxation ¢ Refund of alcohol of neglect
trading e Information ex- duty o Legal liability for le-
changed between dif- | ® Lower value added gal persons
ferent benefit systems tax for licensed firms | ® Assurances on basis
e Unification of bodies | ® Lower social security of “word of honour”
dispensing benefits fees if certain mea-
sures are taken
2. Thresholds 2. Economic control 9. Responsibility and 14. Simplicity

Minimum capital re-
quirement for joint-
stock companies
Business tax system
Legal requirementson
contractors/suppliers
to public sector
projects

Permit and benefit
control

Obligatory reporting
by auditors

Internal controls
Bankruptcy receivers
Reporting of money
laundering

guarantees

® Responsibility trans-
ferred from juridical
to physical persons

¢ Financial guarantees

¢ Simplified reporting
of domestic services

o Simplified payment
routines for employ-
ment tax and tax at
source

3. Revealing existing
conditions

¢ Obligatory reporting
of changed circum-
stances in joint-stock
companies

Access to register in-
formation

Demands for certified
cash registers
Premises for the col-
lection of fare meters

3. Intrusive surveil-
lance measures

e Phone taps

e Hidden cameras
* Bugging

10. Secure payments

o Tax rebates

e Tax at source

® Restrictions on pay-
ment of negative val-
ue added tax

4. Standardisation and

reduced complexity

o Standardised taxa-
tion assessment

¢ Simplification of reg-
ulations

11. Self-regulation

¢ Tax incentives for
building work
Reduced tax on do-
mestic services
Exemption rights for
living expenses
Third party control
of tax relief

12. Lower or higher

taxation

® Make public the
names of law-break-
ing firms

o Prohibition of deduc-
tions against bribery
payments
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Legislative Measures That Reduce the Risk of Fid-
dles and Make It More Difficult to Cheat

1. Start up control

Certain authorisation systems should have a preventive effect, for
example, lawyers will experience difficulties in continuing their op-
erations if they are disbarred due to irregularities'®* and the same ap-
plies to accountants.'®

A range of regulatory systems ensure that the actors in certain
trades are serious or that certain professional categories meet speci-
fied demands. To obtain a licence to serve alcohol in a restaurant,
for instance, it is necessary to show “will and ability” to fulfill their
obligations to the community. Similar demands, furthermore, may
be found in commercial traffic.'®’

From time to time suggestions are brought forward as to the in-
troduction of a “driving licence for businessmen” in some trades.'
In the mid-1980s, for example, a proposal to introduce a trading li-
cence for the start up of new firms in sectors particularly prone to
economic crime.'®’

A general “driving licence for businessmen” has never been intro-
duced and the present-day system of licence revocation aims instead
at removing unserious firms.'*® The businessman who “have neglect-
ed his duties” may be disqualified from trading for up to ten years.

2. Thresholds

General demands aiming at increasing the honesty at general level
may be included in the legislation, for instance, that limited compa-
nies must have a starting capital of 100 000 SEK, which will shut out
actors with bad finances. Or that a firm should pay company tax

183. BRA-PM 1979:8. Advokaters verksambet.

184. BRA-PM 1978:2. Revisors verksambet.

185. Cf. inter alia SOU 1997:111. Branschsanering och andra metoder mot ekobrott.
186. Ibid.

187. SOU 1984:8. Naringstillstand.

188. SOU 1997:123. Ett effektivare ndringsforbud.
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which means that anyone hiring the firm’s services do not have to
pay tax at source on the firm’s income. The demand for a certain
starting capital has been regarded as a preventive measure as only
relatively financially strong activities are allowed to be set up and the
motives for cheating are reduced.'® The company notice of assess-
ment may be seen as a guarantee of honesty, even though the control
to obtain it is considered to be insufficient.'”

Individuals and firms alike have to meet certain standards to run
a business or engage in a certain activity. This deals primarily with
demands for competence, professional skills, and moral conduct.
The aim is to sort out individuals and firms that do not possess the
requirements needed to run a business or engage in certain activities
in a serious and/or sound manner. The imposed demands may in-
clude the following

— authorisation'!
— trading license'”?
— test of conduct!”®

Public procurement allows that different demands may be imposed
on a supplier and that exclusion from a tender may be effected on
the basis of crime, tax debts, etc.'"” By setting up a range of dem-
ands, the threshold for those inclined to cheat is set higher.

The Netherlands have set up specific systems aimed at the exclusion
of firms that collaborate with organized crime. Negative adminstra-
tive decisions such as permits, benefits, etc, may be inflicted on these
firms. Legislation is, thus, used in a creative manner to produce thresh-
olds against infiltration of the law abiding business community.'*’

189. The previous proposal of niringstillstdnd involved inter alia imposing demands of
financial security. SOU 1984:8.

190. Cf. e.g. SOU 1997:111. BRA (2003). Firebygga ekobrott. Resultatet av en enkd-
tundersokning. Webb-rapport.

191. See e.g. the law (1992:543) on exchange and clearing activities.

192. See e.g. the law on commercial traffic (1998:490) which specifies that an operating
licence is required to run a taxi business.

193. See e.g. the above mentioned law which states that a taxi drivers’ licence is obliga-
tory for driving a taxi. Cf. also the proposal SOU 1984:8, ”Nairingstillstdnd”.

194. Cf.e.g. SOU 1997:111.

195. Ibid.
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3. Revealing existing conditions

Legislation may pose demands on the revelation of conditions that
reduce the opportunities of cheats and fiddles. If a firm introduces a
new member to the board or a member leaves, this has to be regis-
tered. Government agencies, firms and individuals may be given ac-
cess to certain kinds of register information. Proposals have been put
forward to force businessmen in the cash sectors to provide custom-
ers with receipts.'” Other suggestions include the introduction of
mandatory certified cash registers as a way of reducing the opportu-
nities to cheat.'”’

Experiences from tax control of the taxi sector is that fare meter
information is not saved properly and there is, thus, a need to secure
that this is carried out. It has, thus, been argued in favour of the es-
tablishing of specific premises for preserving the information from
fare meters.'”®

4. Standardisation and reduced complexity

General rules reduces the room for manipulation of the regulatory
framework. It has been suggested that general rules should be intro-
duced in some sectors to obtain a minimum taxation level. This
means that taxation is based on other factors than accounts which
are liable to manipulation for tax evasion purposes. The aim of gen-
eral rules is to reduce the opportunities of tax crimes.'””

Thus, by reducing the regulatory complexity the opportunities to
cheat and fiddle become less.

196. SOU 1997:111.

197. Ekobrottsmyndigheten (2002). Skaffa kvitto pd ett bra jobb. Erfarenbeter frin
frisorprojektet i Malmo.

198. SOU 1999:60. Kundvinligare taxi.

199. RSV 2000:12. Schablonbeskattning? RSV 2002:3. Schablonbeskattning — en prin-
cipskiss. SOU 1997:111.
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Legislative measures that make it more risky to
cheat and easier to discover fiddles

5. System of communication

One way of increasing the risk of discovery is to have regulatory sys-
tems that are either integrated with each other or communicating. It
would, for example, be easier to discover cheats and fiddles if all the
different kinds of corporate benefits were to be paid out by a single
government agency. Another option is that government agencies re-
ceive automatically the relevant information pertaining to the bene-
fits at issue from other agencies, as for example is already present in
the welfare systems.*”

As the tax authority receives statements of income the risk of dis-
covery of failure to account is increased. In the tax area some 71 mil-
lion income statements are collected every year from employers,
banks, etc.?"!

6. Economic control

Accountants have a duty to report certain crimes discovered in con-
nection with firm audits. Demands of internal government agency
control increases the risk of discovery of cheats and fiddles. Official
receivers are appointed in all bankruptcies which reduce the oppor-
tunities of hiding crime in a bankruptcy.*”

Similar types of control of certain kinds of crimes include personal
data representatives, safety representatives and union representa-
tives on boards and committees. Banks, among others, also have a
duty to report suspicions of money laundering.

200. SOU 2000:97. Rdtt under lag — ritt beslut: 6kat informationsutbyte mellan de all-
manna forsakringskassorna. Riksforsikringsverket, Centrala studiestGdsnimnden, linsar-
betsnidmnderna och arbetsloshetskassorna.

201. Wallberg, 2002.

202. Cf. e.g. SOU 2000:62. Ny konkurstillsyn.
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7. Intrusive surveillance measures

There are a number of control systems that might enhance the
chance of detection, for example, government agencies may resort to
coercive measures such as searches/search warrants and confisca-
tions. Coercive measures may also be used as a way of reducing the
gain resulting from the crime. Furthermore, heavier crime may call
for different kinds of secret wire tapping and surveillance.**

Legislative measures that reduce the rewards of
cheats and fiddles

8. Benefits

Legislation may be designed in such a way that it becomes financial-
ly interesting to act according to the legislator’s intentions. The new
Swedish pension system functions primarily in such a way that the
more years an individual has worked and the more (s)he has earned
(to a certain limit), the more state pension the individual will re-
ceive.””* Thus, it becomes, at least in principle, interesting to declare
all your income as it forms the basis of the pensionable income and
other benefits. The legislation at issue encourages a law-abiding be-
haviour as opposed to other forms of legislation that may “stimu-
late” undeclared income. Income-related systems such as housing
allowance and student aid may, for instance, make it very interesting
not to declare your income.*?’

One example of measures that stimulate firms to implement “se-
cure” internal routines is the Swedish custom’s “The Stairway”.
This approach has also entailed simplified customs procedures and
thus cost efficiency.**

203. BRA 2002:7. Organiserad brottslighet. Losa maskor eller fasta néitverk.

204. SOU 1994:20. Reformerat pensionssystem. Betinkande av Pensionsarbetsgruppen.

205. Korsell, L. and Molander, J. (1998) Marginaleffekter vid vitt och svart arbete. Skat-
tenytt.

206. Tullverket (1999). Risk 111 inforandeprojektet, slutrapport mars, 1999.
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Now and then proposals of tax relief favouring certain activities
with the aim to create economic incentives are put forward.?"” It is,
however, not problem-free to base a system on rewards*’® as rational
actors may attempt to receive the benefits without obeying the rules.
A rewarding system is, furthermore, not efficient if we consider the
fact that many actors play by the rules regardless of potential re-
wards.

One way of stimulating the desired behaviour is to grant employ-
ers fulfilling certain criteria lowered social insurance fees or private
insurance fees. It has also been argued that firms that achieve an im-
proved working environment should pay lower fees.?"’

9. Responsibility and guarantees

To reduce the economic rewards of a crime it is, in some cases, pos-
sible to claim responsibility from owners for the debts of a legal per-
son (legal representative’s liability). Economic problems often lie at
the root of cheats and one way of preventing cheats is to impose de-
mands of certain economic assets or guarantees which must be met
in order to set up business in certain sectors.*'’

10. Secure payments

To reduce payment cheats rules have been implemented that state
that preliminary tax should be paid as close to the income period.
One problem in the construction sector relates to non-serious sub-
contractors that pay neither tax nor fees. At the pinnacle of the sub-
contractor pyramid the accounts are correct while at the base, where
control of firms is rendered more difficult, tax evasion may be plen-
tiful. The tax authority has proposed a system of tax deductions for

207. In Sweden, for example, it has been argued that half of the alcohol tax should be
returned to restaurants in order to achieve a correct account of purchases and sales. Further-
more, it has been suggested that firms that are, in one way or another, judged to be serious
actors should pay a lower VAT rate.

208. Braithwaite, 2002.

209. Baldwin and Cave, 1999.

210. Naringstillstdnd. SOU 1984:8.
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subcontractor payments. The proposal has been further developped
by the Construction Commission.*!

Specific rules and barriers have, furthermore, been discussed in
connection with payments of negative VAT. It has been proposed
that specific VAT rules should be implemented in the construction
sector where the builder is responsible for the VAT accounts, thus
reducing the VAT cheating at subcontractor level.?'?

11. Self-regulation

The idea of self-regulating systems is that the interests of the con-
cerned parties are forced to coincide. Both parties are stimulated to
act in a law abiding way and thus they control each other, to the be-
nifit of the interest that the rules are meant to look after. The advan-
tage of such a system is that it reduces the need for government
agency control.

One example of this is tax reduction on construction work which
has been used on several occasions in Sweden.?'* This entails that in-
dividuals who own their homes pay lower taxes if they make repairs
under condition that they can verify this with an invoice from a busi-
nessman with a special enterprise notice of assessment (proves that
the businessman him/herself is responsible for the paying of taxes).
For the businessman to obtain a job (s)he needs to produce an in-
voice and as this has to be accounted to the tax authority it becomes
risky not to enter it in the books. Consequently, this should entail
that the income is declared.

With the tax reduction on construction work in mind, it has also
been suggested that tax relief should be implemented on household
services, in particular cleaning.?’* One proposal refers to a general
VAT reduction on household services to reduce the tax gaps. To
counter-check cheats and fiddles it is, however, more efficient with
a tax reduction as it is self-regulating as both buyer and seller have

211. SOU 2002:115. Skarpning gubbar.

212. Ibid.

213. Riksdagens revisorer. ROT-avdragets effekter. Rapport 2001/02:8.

214. SOU 1994:43. Uppskattad sysselsditining. Om skatternas betydelse for den privata
tianstesektorn. SOU 1997:17. Skatter, tjdnster och sysselsdtining.
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to act in accordance with the desired behaviour. VAT reduction
lacks a self-regulating mechanism.

Another proposal refers to the idea that individuals, on presenta-
tion of a receipt, should be entitled to a tax reduction on costs of
living such as visits to restaurants and hairdressers.*"”

A successful system of rewards connected to self-regulation,
Braithwaite?'® argues, is the tax relief imposed on led-free petrol.
The reason why this system was not abused is that the wrong petrol
might damage the customers’ car engines and thus self-regulation
was achieved.

12. Lower or higher taxation

One way of combatting corruption is the prohibition against deduc-
tions for bribes even though these costs, at least from a business eco-
nomics viewpoint, can be referred to as working expenses. In Great
Britain, for example, government agencies have publicly named the
firms that had not followed the food regulation.*'” It is thus reason-
able to assume that such information leads to bad publicity and re-
duced sales. If the risk of discovery increases and the authorities
investigate firms and business men with a reputation to protect, the
ensuing publicity will cause have a negative impact on the economy
as well as the self-image.?'® Experiences show that negative publicity
often is more deterring than formal sanctions such as penalties.*"”
Especially larger firms with a strong trade mark are eager to main-
tain and strenghten their reputation.””* Experiences from the Swed-
ish legislation limiting competition confirm that firms perceive bad
publicity as a real threat.”*! Owners and employees are often proud
of their company and it represents to them something more than just

215. RRV 1998:36. Svart arbete — Arbetstagare och foretagare. Del 4. Forslag.

216. Ibid.

217. Baldwin and Cave, 1999.

218. Fisse and Braithwaite, 1993. Braithwaite, 1989.

219. Sigler and Murphy, 1988.

220. Lehtola, M. and Paksula, K. (2000) Situational Prevention of Economic Crime.
221. Holmberg, S. (1981).
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money. If a firm is affected by a tarnished reputation it will also loo-
se its attraction.

Legislative measures to counteract the justifications
that facilitate cheats and fiddles

13. Easier sanctioning

As mentioned above, measures targeted at suppressing justifications
aim at reducing the room for neutralizations. These make it possible
to cheat while maintaining the self-image of a respectable citizen that
shares the values of the community. Our assessment is that it is dif-
ficult to find legislative solutions to reduce the room for neutraliza-
tions. It seems that the most efficient counter measures are to be
found elsewhere, through information, ethics, etc.

A possible legislative option is, however, to implement additional
sanctions varying in scope and severity.”*? The aim is that sanctions
will only be imposed on a small proportion of the population and
this strategy involves creating a collective feeling of that it is not only
others who cheat. Hopefully, this will help in the process of labelling
one’s own acts as “proper cheats” and “proper crimes” and in some
way reducing the room for neutralizations.

Experiences show that it is more efficient to impose sanctions of
small amounts on many actors than to impose large amounts on a
small number of actors. News of sanctions imposed on firms in one’s
own rank spreads rapidly through meetings and conferences.**’

A prerequisite to the success fo this strategy is that is easier to im-
pose sanctions. More types of sanctions are, therefore, needed which
is also concordant with out main principle of a selection of sanctions
ranging from lenient to radical. The aim is that the radical measures

222. Gunningham and Johnstone, 1999.

223. Scholtz, J.T. (1994) ”Managing Regulatory Enforcement in the United States”. In:
Rosenbloom, D.H. and Schwartz, R.D. Handbook of Regulation and Administrative Law.
New York: Marcel Dekker.
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do not have to be used but instead serve as a useful tool to the con-
trolling agencies in their contacts with individuals and firms.
Legislative measures may also reduce the room to avoid punish-
ment by implementing administrative sanctions that do not require
proof of malicious intent.”** By classing negligence criminal in con-
nection with, for example, fraud it will thus become easier to impose
sanctions as well as reduce the room for justifications.””® The fact
that the collected information is declared solemnly also enables the
punishment of untruthful declarations. This may be compared to
what has previously been argued on the issue of liability for legal

persons.”*

14. Simplicity

Sometimes rules are so complex that some actors decide to take the
matter into their own hands. Most agree that the fiscal system
should be made simpler. One proposal involves reducing the bureau-
cracy in cases where an individual hires somebody to carry out
household services.?*’

Extensive efforts have lately been carried out to make it as simple
as possible to file your tax return and this may now, for example, be
performed over the internet or telephone. In this way the authorities
make it more easy for individuals and firms to comply with the
rules.??®

Information and service provision is important to facilitate com-
pliance and counteract justifications and as they do not require leg-
islation they may be implemented instantly.

224. Zila, 1992.

225. Ornemark Hansen, H. (1995) Bidragsbedrigeri.

226. SOU 1997:127.

227. RSV Rapport 1996:5. Redovisning av privata tjinster.

228. RSV 2002:7. Ett modernt sitt att deklarera — Utvdrdering av forsoksverksamhet
med elektronisk skattedeklaration (eSKD).



6. Government agency
control of the
administration

A well-functioning internal control reduces the fiddle opportu-
nities in the exercise of authority and leads to a more efficient
external control.

Agency control of its own administration has the purpose of reduc-
ing fiddles and irregularities in its own handling and creating the
necessary requirements for an efficient external control.

Internal control covers all the measures within a government
agency that enables continuous monitoring and analysis of the activ-
ities and if needed, make corrections.' These may include target con-
trol, intermediate goals, governance, management, functions,
activities, routines, budget accounts, staff, competence, grounds for
decision, organisation, internal and external information and com-
munication, systems for follow-up and reports, etc.”

1. RRV (1995) Forvaltningspolitik i forandring. En kartliggning och analys av regering-
ens styrning av statsforvaltningen.
2. Naturvardsverket (2003) Tillsyn och miliomdl — en idésamling.
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Knowledge

Control work has to be based on knowledge

Thegovernance of the control work has to be based mainly on
knowledge. It is, however, not possible to obtain complete knowl-
edge of cheats and fiddles and the effects of different measures.

* Problem-oriented control
(see the section on manuals below for a more detailed review)

Structured and well-planned control should be based on a problem-
oriented approach that emphasises knowledge of the problems. The
problem-oriented control is composed of the following three steps.?

1. Problem picture

Which types of cheats/fiddles occur? How extensive are they? How
are they distributed in different areas? Who cheats and fiddles?
What harms do the cheats/fiddles cause? Detailed information about
the problems at issue is gathered and systematically examined.

A prerequisite for collecting relevant information is that the gov-
ernment agency develops routines and functions to gather informa-
tion in such a way that it may be used for continuous assessments.

2. Identification of causes of cheats and fiddles

The information about cheats and fiddles has to be analysed to de-
tract as much information as possible about the present cheats and
fiddles and the offenders, their motives, knowledge/ignorance and
methods. With the situational preventive approach it is especially
important to obtain information about which circumstances made it
possible to cheat or fiddle.

3. Cf. Clarke, 1998. Torstensson, M. and Wikstrom, P.-O. Brottsprevention och pro-
blemorienterat polisarbete.
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It may be appropriate to categorise the causes/circumstances into
possible, plausible and easily influenced.* From a measure perspec-
tive it is primarily the easily influenced causes that are of interest to
the government agency. These also include causes that may not be
directly influenced such as deficient legislation. The government
agency may, however, exert an indirect influence by drawing the
Government’s attention to the conditions at issue.

The analysis also helps the government agency to identify other
actors that can prevent cheats and fiddles. Besides crime-preventive
bodies this work may be carried out by, for example, actors with
control functions.’

3. Identification of potential measures

The information obtained from the identification of causes of
cheats/fiddles should lead to a number of suggestions of measures to
block opportunities giving rise to the cheat/fiddle at issue. It should,
however, be emphasiszd that the measures have to focus on specific
types of cheats/fiddles. A measure that applies to a certain situation
and type of cheat/fiddle does not necessarily work in another situa-
tion or with another type of cheat/fiddle.® In other words, this stage
is about tailor-measuring the measures in varying degree.”

4. Appraisal of measure alternatives and choice of measures

A systematic review has to be made of different alternatives of mea-
sure. This should include a risk assessment of the cheats and fiddles
that are most urgent to remedy and an assessment of the feasibility
as regards cost efficiency, administrative prerequisites, and the ac-
ceptance of concerned parties. Based on these considerations deci-

4. Premfors, R. (1989) Policyanalys.

5. BRA 2003:1.

6. Cf. Clarke, 1998.

7. This does, however, not imply that several actions may not be taken in response to a
certain cheat or fiddle. On the contrary, research shows that it is good to have a number of
measures that complement each other (Visher and Weisburd, 1998. Gunningham and Gra-
bosky, 1998).
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sions can be made as to which actions should be taken and which
areas to be prioritised.

5. Follow-up and evaluation

The implemented measures have to be followed up and evaluated in
order to assess their effects on the problems at issue and the control
work in general. This is essential if we want to continuously modify
and improve the strategies prepared as the experiences of the prob-
lem-orientated work increase.

6. Feedback

It is equally important that the government agency develops a system
to make use of the information and render it accessible and useful in
everyday activities. As we have mentioned above, this demands a
structured collection and adaptation of information as well as an or-
ganized strategy for how this knowledge will be used. Otherwise,
there is the risk that the knowledge is of little or no importance at all.

The conclusion is consequently that the authorities should aim for
self-initiated and planned control based on the knowledge of the
problems at issue, rather than being governed by the in-coming cases
or initiatives. Experiences show that if they let themselves be gov-
erned by the tips and complaints, it is not the most serious infringe-
ments that are disclosed and handled.? This means going from a
largely event-driven and reactive control to a more problem-orient-
ed, proactive and preventive control. Events are often seen as isolat-
ed occurrences which makes it difficult to do something about the
causes. Control should focus on seeing events in a wider perspective
of causal factors.

8. Scholz, 1994.
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Management

That the management is commited is of the utmost importance in or-
der to develop and make the control more efficient. It is highly un-
likely that any persistent changes will occur in the internal culture
without commitment. As RRV? argues it is, however, important that
“management does not underestimate the importance of administra-
tive issues in relation to the context and that they themselves engage
in a sustainable administrative development work”.

Efficient management presupposes that governance and follow-
up function to satisfaction. Furthermore, it presupposes that the rel-
evant information is passed on to the right individual through a well-
functioning signal system. The information channels have to take
care of experiences and observations from below as well as gover-
nance signals from above. The purpose of the signal system besides
governance and follow-up, is to convey other relevant information
such as coordination, support and development of legal practice,
and to accomplish internal communication.'

The signal system should thus be based on the following charac-
teristics."!

¢ Unambiguous

The message, as well as the distribution of roles and responsibility,
should be unambiguous. Vague or ambiguous messages may bring
about insecurity and tension within the organisations. Discussions
may also focus on less essential issues.

9.RRV 1999:39A p.12.

10. RRV 1996:60. Effektiv ledning. Forutsittningar for styrning och uppfolining inom
socialforsiakrings- och arbetsmarknadsomrddet, p. 23.

11. Ibid., p. 25-26.
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* Explicit

The message, as well as the distribution of roles and responsibility,
should be explicit. An explicit responsibility distribution can consti-
tute an essential condition for information to reach the right people.

* Comprehensive perspective
A comprehensive perspective is needed in order to understand and

take consideration to context, connection, causes and consequences
resulting from the different measures.

Assume a comprehensive view on control

* More “group thinking”

Control is exercised at national, regional and local levels. It may be
argued that central government, at national level, enjoys a group
management function as it is responsible for the entirety and work
for an equal and efficient control over the whole country. For the
control activities, it is important that central government takes on
this task which means that they have to take a clear responsibility
for the entire activity and the development throughout the adminis-
tration. There are, however, many examples of lack of management
and governance opportunities badly spent.'?

It is, furthermore, important from a group executive board per-
spective that governance and management are not reduced to a ques-
tion of quantitative goals, achievements and result examinations,
even though they are equally important. We cannot but agree with
the Swedish Agency for Public Management in their conclusion of
the examination of the governance of the social insurance adminis-
tration:

12. See for example RRV 2001:33. Livsmedelsverkets stod till den lokala livsmedelstill-
synen. Statskontoret 2002:26. Bdttre styrning av socialforsikringens administration. Kart-
laggning, granskning och forslag.
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A fundamental condition for the social insurance administration
to work efficiently is that there is a close-knit management group
which in turn sets up the equivalent groups all the way down on the
ground. The groups must have on goals, policy, work former, work-
ing methods, and approach to consumers sand other interested par-
ties."

* Quality assessment of control activities

To accomplish a quality assessment of the control activities it is pre-
supposed that management assumes a comprehensive view on the
activities and that they are familiar with the internal and external
factors that influence the activities and outcome. Efficient control
activities equal all functions and processes in the organization such
as management, governance, information, competence provision,
grounds for decision, working routines, follow-up, etc. All processes
are equally important to the entirety.

A quality assessment system may include the following moment:**

— Break down goals and mission (commissioned by the Government
or Parliament) into operational activity aims.

— Identify processes governing the agency’s supervisory work and
other main missions (factual mission) and the processes needed to
accomplish the primary mission of the agency.

— Define what has to be done within a process, how the work
should be carried out and by whom, and how the different pro-
cesses are interconnected.

— Define key figures and measurements for the different process ac-
tivities that are connected to the aims of activity.

— Set up a reliable documentation system.

Verify that there are routines and functions for follow-up and

feedback.

13. Ibid., p.101.

14. We have been inspired by, for example, by the nuclear power supervisory agency and
its quality assessment system (SKIQ) which the Swedish National Audit Office has declared a
good example of development of profit and loss account and ledningssystem (RRV 2001:34.
Resultatstyrning och —redovisning vid Statens kdrnkraftsinspektion).
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— Evaluate the processes on a yearly basis (qualified follow-up)

* Do not separate the control function from the rest of
the operation

For government agencies that engage in other activities besides con-
trol, it is important that the control function is built in and adopted
to the rest of the activities. The control development should, thus, be
integrated into the rest of the quality assessment and quality devel-
opment work. This enhances the chances of the control becoming
more efficient while protecting the legal rights of the individual. Ex-
periences show that control activities are the first to give in when
government agencies have to economize." The risk is lower if the
control is naturally integrated with the rest of the activities. The
Swedish Agency for Public Management’s work on developing qual-
ity measurements for administration shown how control can be in-
tegrated with the rest of the activities and contribute to increase the
administration’s efficiency and strengthening the legal rights of the
individual.'

Do not forget the importance of the control environment

A functioning internal control presupposes that it has a strong sup-
port in the control environment. With control environment is in-
tended all interconnected processes in a work place that facilitate
and strengthen the understanding, acceptance, and realization of in-
ternal control."”

15. Gunningham and Johnstone, 1999; RRV 1999:39 A och B. This was also concluded
in the target group seminars.

16. Statskontoret 2000:43.

17. The control environment is made up of the social system that is the sum of staff expe-
rience, competence, attitudes and values; working climate; staff comfort and commitment;
governance as regards participation, responsibility and continuity; and organizational ethics
(Trands kommun (2003). ”Malstyrd tillsynsplanering — kvalitetssikring av miljo- och hilsos-
kyddsnimndens verksamhet for en hallbar utveckling av Trands kommun”. Bilaga 3 i
Arbetsmiljoverkets rapport 5267: Tillsyn och miljomdl — en idésamling, mars 2003).
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That the environment is of great importance to control is corrob-
orated by research findings. The National Audit Office has, for in-
stance, pointed out that certain welfare agencies are characterised by
cultures where control and service are in contrast to each other.'
There are, furthermore, other examples where discontent or even
cultures of opposition have developed within supervisory agencies
when the control has changed direction."

The lesson to be learned is thus that the management has to work
actively and persistently to achieve support for changes in organiza-
tion, direction, and view and clearly define the purpose and organi-
zational role of the control. Below we will account for some factors
that organisational theory argues are important when influencing
and altering the control environment.*’

* Draw up a communication plan when major changes
are due

When making major changes to the organization or control direc-
tion, a communication plan should be drawn up. It should illustrate
in a clear and step-by-step manner how the changes will be commu-
nicated and established in the organization. Experiences show that
designing slogans and such that reflects the organization’s core val-
ues and the central aspects of what needs to be accomplished should
also be used. One example of this is the motto of the social insurance
authority “Right from the start”.

* Involve employees early and at every organisational
level when making changes to policies.

For a new policy or approach to be successful throughout the or-
ganisation, it is important that employees at every level are involved

18. RRV 1999:39 A och B. RRV 2002:2. RRV 1996:60. See also Statskontoret 2002:26.

19. See for example RRV 2001:33.

20. Bakka, J., Fivelsal, E. & Lindqvist, L (1988) Organisationsteori. Struktur, kultur,
processer. Organizational theory makes use of the general definition organizational culture.
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at an early stage in the change process. This may be achieved
through working groups and strengthens the legitimacy and under-
standing of the changes made.

* Visible leadership

It is important that management representatives visit the different
work places in person. The essence of the visible leadership is to fora
ut the message to the rear rank of the organisation.

* ldentify the roles of different actors

When changes are to be implemented in an organization it is very
important that the individual official understands his/her role in the
activities and in relation to external actors. This enhances the under-
standing of one’s work and the expectations that come with the role.

* Clearly defined responsibilities

Clearly defined responsibilities and delegation of responsibilities are
especially important in major organizational changes or in changes
of organizational direction. This might help reduce insecurity which
may be a source of opposition within the organization.

* Competence

Lack of competence or doubts about one’s competence may give rise
to insecurity which might lead to opposition to changes. It is essen-
tial that the management accurately investigates the competence
needs and strengthen the competence where needed in order to clear
away insecurity and doubts about one’s ability.
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Control Strategy

Government agencies should design an overall control strategy.

Agency management should, based on the knowledge of cheats and
fiddles (control need) and the aims of activity issued by the govern-
ment, design a control strategy/policy document to serve as frame-
work for management and governance of control. Documents may
differ according to the field of activity and the specific conditions.
The minimum requirements of a strategy/policy document may be
given as follows.”!

* Clear and operational goals

This is where the purpose and aim of the control activities are given.
The goals should be operational; it should thus be possible to mea-
sure to which extent the control activities meet the given goals. Key
figures/measurements for follow-up should be established.

For all agencies in a supervisory or control area to pull in the same
direction, it is important to formulate one or more overall national
goals aimed at all concerned agencies. These may be broken down
into a number of intermediate goals at national, regional or local lev-
el depending on how much freedom is attributed to the different lev-
els. From a “group perspective” it is, however, recommended that
some intermediate goals are also established at national level. Fur-
thermore, it is important that the transitional goals are a logical con-
sequence of the overall goals.

* Overall priorities

This may entail prioritising certain trades or benefits that show high
levels of cheats and fiddles or mustering the strenght against certain

21. The following reasoning is based on the gathered observations obtained from the tar-
get group seminars and literature reviews.



142 Government agency control of the administration

types of cases. It is not unusual that the agency has to deal with dif-
ferent goal conflicts. A question that is frequently asked is whether
the control should be directed towards the areas where the largest
problems are or the areas most likely to benefit from an effort. These
problems are preferably dealt with in a risk analysis.*

There should, however, be room for local authorities to circum-
vent to a certain extent these priorities or in part make other priori-
ties more suitable to the local problem picture.

¢ Direction of control

— Which focus should the control have (e.g. the relation between
self-initiated and planned control on the one hand and externally
initiated control on the other and the relation between direct and
indirect control).”’

— Control design (general or in-depth, principles of potential choice,
announced or unannounced inspections, information in relation
to other actions, etc).”*

— When to control (control date), the relation between initiating
control, continuous control, and follow-up control.

* What should be controlled?

— Guidelines on what is to be controlled (e.g. different control stag-
es in the handling or at inspection)

22. See the manual section below.

23. Direct control signifies that the public agency itself makes inspections, platsbesok,
carry out surveys, etc. Indirect control refers to instances where the control is primarily based
on information obtained by self-regulation (see SOU 2002:14).

24. The tax agency performs a basic control, but further control is selective (RRV
1999:39B Bilaga 4). The agency’s control policy (RSV 1999:186. Kontrollpolicy) states that
control should primarily be concentrated on deliberate fiddles (risk), systematic fiddles (risk),
and large amounts (essential).
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* How to proceed when disclosing cheats and fiddles?

— Guidelines on how discovered cheats and fiddles should be han-
dled (when to report, who to inform, what measures to take and
which sanctions are appropriate to resort to for the different types
of cheats and fiddles etc.)

This approach entails a more uniform application that safeguards
the legal rights of the individual and makes the individual officials
more confident in their exercise of authority. For an official it is an
advantage to be able to refer to guidelines rather than having to as-
sess and decide whether to report or not in every case.

* Organisation of control activities

This deals with who should do what and how the control work
should be organized, for example

— guidelines on how to carry out follow-up and feedback of knowl-
edge and who is responsible for it

— identifying functions in the organization vital to the operation of
the control activities

— organisation and coordination of control at national, regional and
local level

— guidelines on collaboration with external actors.

A necessary requirement for the control strategy to be a success in
the continuous activities is that it is firmly established at all levels of
the agency. The control strategy/policy has to be perceived as legiti-
mate at all levels which is why it is important that both managers
and officials get their say in the planning and designing.” It might
even be that the actual work of designing a policy that involves the
entire agency is actually more important than the result.

It is, furthermore, essential that the control strategy is dynamic in
the sense that it develops and adjusts to external changes, counter
strategies launched by different actors, and the agencies’ opportuni-

25. See e.g. RRV 2002:20.
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ties to suppress cheats and fiddles. This means that it has to be re-
viewed regularly.?®

Control competence

Competence is a necessary condition for the control activities to be
efficient while protecting the legal rights of the individual. With con-
trol competence is meant the competence needed to carry out tasks
in a correct and efficient way while not violating the legal rights of
the individual. This concerns everything from legislation to conflict
handling.

In order to identify and meet the competence needs the agency
management should to a larger extent link the development of activ-
ity to that of competence.”’

Broader administrative competence

Administrative competence includes knowledge of relevant laws and
regulations, the role of the government agency, and its ensuing de-
mands on the exercise of authority. Surveys show that the opinions
of what the role of the agency and exercise of authority differ be-
tween agencies. This seems, furthermore, be a neglected area in rela-
tion to education on legislation. Basic administration education
should therefore put more emphasis on what the authority role
means and the imposed personal demands.*

26. In order not to risk that the control strategy/policy turns into a vast patchwork, revi-
sions of the strategy/policy should not be performed too often. See e.g.the annual guidelines
on control issued by the Swedish National Tax Board.

27. Statens kvalitets- och kompetensrdd (2000) Dokumentation fran Kompetensrdd-
slaget 16-17 maj 2000.

28. Johannesson, M. and Johansson, J. (2000) Azt granska sig sjalv — en ESO-rapport om
den kommunala miljétillsynen. Rapport till Expertgruppen for studier i offentlig ekonomi.
Ds 2000:67.
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* Role competence

A requirement for a correct exercise of authority is that the official
has a good knowledge of the policy area. This is, however, not
enough as an official needs to be able to combine different roles.
(S)he has to be an official, professional and fellow-citizen in one per-
son which entails the following

— abide by the law
— be loyal to his/her employer (the aims of activitiy)
— be considerate to customers, applicants, etc (service).”’

The official has, furthermore, to be prepared to treat in a profession-
al way individuals or firms that find themselves in different situa-
tions and act from different needs and conditions.

At the core of the role competence definition is awareness about
the different roles and the ability to combine them and disregard
from one’s own values. A well developped role competence in an
agency contributes to an increased confidence in said agency which
is important to its contracts with different people and target groups.
A consolidated role competence may, furthermore, contribute to
make the individual official feel more secure in his/her exercise of au-
thority.

¢ Ethics

Ethical values are important in many situations and it is not unusual
that these issues arise in the divergence between two roles. It may,
for example, be difficult for an official to at the same time makes
sure that the citizens are guaranteed good service and influence over
their situation and remain loyal to different money-saving goals. The
rules that the officials have to act on are furthermore not always
clear and established and it is quite common with framework regu-
lations and goals. In cases of vague norms professionalism involves

29. Riksforsakringsverket (2000). Etik och moral inom socialforsakringen — en vigled-
ning.
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to concretise the rules with the support of knowledge, experience
and judgement. This has to be done without discretion and without
violating the legal rights of the individual. The risk of discretion and
that private morales prevail is higher when the roles are indistinct
and vague.*

One good example of ethics and morale work is the social insur-
ance agency’s guidelines in connection with the project “Proper
compensation”. It emphasises inter alia that the management has a
responsibility to initiate a process where an ethical view may devel-
op, for example, by including ethical issues in discussions and meet-
ings. Furthermore, ethics should be discussed in connection with the
handling of everyday cases. Such a forum may also allow the em-
ployees to vent difficult and sensitive experiences.®' The project also
included discussion groups and study circles on ethical and treat-
ment issues at local level.*?

Another example is the tax authority’s project “ Ethics in prac-
tice” that aims at increasing the ethical awareness and ability to han-
dle moral dilemmas. It has inter alia resulted in a discussion material
with some 200 cases and questions on different subjects. The mate-
rial is based on a questionnaire distributed to all employees who
were asked to define ethics and give examples of work-related ethi-
cal dilemmas. A guide with activities and arguments aimed at those
in charge of pursuing the ethics issues have also been compiled.*

30. Riksforsikringsverket, 2000. SOU 2002:14. The report suggests the formation of a
supervisory academy to strengthen the supervisory profession. Tillsynskommittén proposes,
inter alia, the initiation of a working group for the handling of fundamental supervisory
issues such as ethical guidelines and the professional role of supervisory official.

31. Karlsryd, E. (2001). Ris och Ros — om service pd forsikringskassan. Stockholmskas-
sans FoU-enhet.

32. E.g. the forsikringskassor in the counties of Blekinge, Kalmar, and Kronoberg.
Forsdkringskassan Kronoberg (2000). Slutredovisning av den verksamhet som bedrivits
under 1997-1999 inom ramen for REV:s projekt Rétt ersittning.

33. Statens kvalitets- och kompetensrdd (2002). Inspirerande exempel — minniskorna
bakom.
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e Culture and gender knowledge

Cultural aspects have been emphasised by some agencies in connec-
tion with public service provision.’* This deals with friction between
government agencies and immigrants and the question of special
treatment of immigrants.” From a control perspective this may
bring about a decreased risk of special treatment®® and a reduction
in fiddles resulting from language confusion or misunderstanding
while the immigrants’ faith in the authorities increase.’” The same
point of view may apply to controls of certain business sectors where
there is a high level of people with immigrant backgrounds.

Surveys performed by the social insurance agency show that there
are differences in how the local offices meet women and men, even
though this may the result of different needs and possibilities.*® A
study on handicap benefits concludes that there are signs of gender
discrimination.*”

It is important that officials are aware that gender can have an im-
pact on the assessment of individual cases. One of the regional social
insurance office has observed the gender issue in a staff question-
naire in order to investigate the potential occurrence of special treat-
ment.** What it all comes down to is strengthening citizens’
confidence in the government agency by treating similar cases alike.

34. Surveys carried out by the National Social Insurance Board and local insurance
offices show that both insured and insurance administrators think that local offices in immi-
grant-dense areas should offer administrators familiar with different cultures and languages.

35. See Eva Karlsryd (2001). Ris och Ros — om service pd forsikringskassan. Stockholm-
skassans FoU-enhet.

36. Whether immigrants are discriminated by public agencies or not remains uncertain.
Studies assigned by the National Social Insurance Board imply, however, that there are differ-
ences in handling and unmotivated special treatment cannot be ruled out. See RFV Redovisar
1996:11. Invandrarna i socialforsikringen; RFV report ”Lika infor kassan?”; Markowicz, L.
(1999). ”Blindtest pa forsakringskassan”; rfv.se Tidning om socialforsikring. Nr 1 1999.

37. The regional social insurance office in Jonkoping cooperates with local authorities in
clearing away obstacles in the meeting between immigrants and the authorities. See
Forsdkringskassan Jonkoping (2000). Projekt Rétt Ersdttning — slutrapport over projektar-
bete.

38. RFV Redovisar (1998:1) En socialforsikring for kvinnor och min — en kartliggning
ur ett genderperspektiv; RFV (2000) Rdttviseboken.

39. Hetzler, A. (1997) Socialpolitik i verkligheten. De handikappade och forsikringskas-
san.

40. Forsakringskassan Kronoberg, Centralkontoret, 2000.
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Control methods

Qualified controls such as inspections, home visits, audits,and work

place visits entail large demands of control competence. It is vital

that the authorities match those demands and that the basic admin-

istration education is supplemented with control methods training.
Control methods education should inter alia include the follow-

ing:*!

e Knowledge of the supervisory area

e Knowledge of different methods

e Knowledge of control implementation

which method should be used for which occasion

which preparations to do before inspection

how to carry out the different control stages

how to balance between the advisory and supervisory role

how and when to use the available means of sanction

what to document

— how to carry out feedback and follow-up

Theory can preferably be combined with role play or other activities
where different supervisory situations are simulated.*

Professionalism

It must be clear to the object of supervision that the government
agency commands a deep and broad knowledge. Professionalism re-
fers to the individual’s and agency’s combined knowledge and abil-
ity to meet the competence demands imposed on the control

41. See e.g. Naturvardsverket 2001:4. Piehl, M. (1993) Tillsynsmetodik. En handbok i
konsten att inspektera. Included in the control methods are also the aspects mentioned under
the heading broader administrative knowledge above.

42. This is a common teaching method in other professional educations such as police
training.
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activities. This is especially important in activities where the super-
visory objects are very resource-strong and competent.*’

A study of the environment protection units of the county admin-
istrative boards shows that it was difficult to assert the environmen-
tal interest as the environment administrators did not have as much
detailed knowledge as the firms. Furthermore, there was a shortage
in resources for further training.** Experiences from the construction
sector show that the combination of ambiguous construction norms
and the firms’ knowledge advantage may lead to interpretations of
the rules that favour the interests of experienced planners.*

It is, thus, important that the government agency is not kept at a
knowledge disadvantage. Besides formalised education, one way of
avoiding this is to anlita external experts. For example, the post and
telecom agency consults external experts such as economists, jurists
and technicians to help with qualified examination of the big actors
in the telecom market. Furthermore, this agency benefits by its Eu-
ropean network of control bodies in the same area.*

To further strengthen the in-house competence, assignments may
be specialized. Many regional social insurance offices have, for in-
stance, set up “cheat groups” specializing in cases of suspicious
abuse and cheats. The groups also make house or work place calls
when cheats are suspected.”’

Competence development is also achieved through guidance of
new employees or assignments. This is an important supplement to
other forms of education as some knowledge can only be acquired
from working in the agency. In the tax administration there special
working groups have been assigned where more experienced offi-
cials and revisorer shares their knowledge and experiences to new
employees while the latter bring new ideas to the administration.
“Creative groups” are created for specific control projects and com-
posed of staff of varying age and backgrounds.*®

43. SOU 2002:14.

44. Ahrne, G. (1989) Byrdkratin och statens inre grinser.
45. Ibid.

46. SOU 2002:14.

47. RFV (2000) Rdtt ersdttning slutrapport.

48. RRV 1999:39B, appendix 4.
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Arguments have also been put forward in favour of a “Superviso-
ry Academy” with the purpose of strengthening the profession
among administrators involved in state supervisory activities. The
idea is that the supervisory officials would identify themselves not
only with the supervisory area but also with the role as practitioners
of a specific profession that requires its own and unique expertise.*

Competence supply

The employees’ competence is vital to the agency’s ability to pursue
efficient control. Thus, competence supply is an important strategic
issue to the agency management. This is about securing the ability of
the organisation and its employees to solve the tasks at hand. From
a control perspective, deficiencies in or a lack of competence may
give rise to cheats and fiddles as well as a deteriorated control.

The competence demands are prone to changes which is evident
in the new environmental legislation as pointed out by the environ-
mental agency:

Important components of competence were earlier to be able to
give detailed advice to the operations and participate in problem-
solving. The new environmental act has increased the responsibility
on the practitioners. Furthermore, the EU membership has entailed
a development of supervision towards more control /.../ The change
has an impact on the meaning of the definition of competence.*”

* Competence analysis

The agency management should regularly perform systematic com-
petence analyses in order to identify existing and future needs for
competence. A model to identify the competence requirements
should include the following factors.’

49. SOU 2002:14.

50. Naturvardsverket (2002). Forutsdttningar for den operativa tillsynen enligt mil-
jobalken. Uppfolining och utvirdering. May 2002, p. 18-19.

51. This model comes from the Swedish Civil Aviation Agency. See Statens kvalitets- och
kompetensrdd (2000). Inspirerande kompetens.
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1. Input

Which internal strategic factors have an impact on the competence
requirements?

2. Change

Which are the most important changes and in what do they influence
competence, actions, and competence demands?

3. Competence demands

Which tasks should be solved, what are the competence demands,
and for whom?

4. Analysis of the present situation

What is the present competence status and what is lacking? (Gap
analysis)**

5. Analysis

How should the appropriate competence be acquired — by organiza-
tional changes, system and routine development, training of employ-
ees or by new recruitment or hired help?

6. Development

How is the competence requirement taken care of — when and what
are the priorities?

The Legal Rights of the Individual

To provide for the legal rights of the individual, it is important that
the application of the law within an agency or a supervisory area is
uniform. This will, furthermore, strengthen the public confidence in

52. The gap between existing and desired competence.
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the authorities which has proved to be important to the agencies’
ability to prevent cheats and fiddles.>

Uniform training

From a control perspective and to safeguard the legal rights of the
individual, agency management should work towards common na-
tional training programs. The education should be similar in content
and extent as regards general basic knowledge and special knowl-
edge for certain occupational groups. This will make it easier for the
agency to identify and remedy competence deficiencies while a con-
cordant and general competence development will contribute to a
more uniform application of the law.>*

The board of agriculture’s environmental support project is an ex-
ample of this. A mapping of the county administrative boards’ rou-
tines for handling and preparing field controls revealed that the
assessments varied strongly. In order to obtain a more uniform as-
sessment, control courses were arranged on the field with represen-
tatives from all the county board administrations.” According to the
board of agriculture, the courses have lead to a decrease in the un-
motivated differences in control results between the counties, a con-
clusion that is further supported by the Swedish Agency for Public
Management .*°

Uniform grounds for decision

Grounds for decision refer to aids that contribute to the handling of
cases in a correct and efficient manner while protecting the legal
rights of the individual.

53. Gunningham and Johnstone, 1999.

54. See RRV 2002:20.

55. Jordbruksverket (2000). Kontrollfunktionen i staten. Slutrapport for projekt Utbild-
ning och uppfolining rorande medelsforvaltningen inom stédet UID (inom miljoprogram-
met).

56.” Statskontoret 2002:15.
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Checklists, handbooks and other forms of guidance have proven
to be an important support in a correct and efficient handling.”” To
achieve a uniform application of the law the aids should be devel-
oped centrally for the entire supervisory area.”®

The design of the grounds for decision imposes great pedagogic
demands on the practitioners, not least when it comes to clarity and
concreteness. It follows that it is important that grounds for decision
are developed in cooperation with the users. From a control perspec-
tive it is, furthermore, essential that handbooks and checklist serve
to make the users attentive of frequent errors. For instance, the so-
cial insurance agency for each type of benefit states not only control
goals and measures but also the risks that the officials should ob-
serve.”’

It is also important that the support material is updated in a con-
tinuous and systematic fashion.®® One method includes loose-leaf
systems where out of date pages are continuously replaced, another
the publication of material on intranets.

Templates are a helpful tool when establishing decisions and de-
cision motivations. To facilitate the work on decision motivations it
is an advantage if the template contains different sub-headlines.
Such support is especially important in areas where the room for dis-
cretionary judgement is big.

Computer-based administration support offers the best opportu-
nity to achieve uniformity and efficiency. For instance, a new com-
puterized case handling system is now being implemented in the
social insurance area. The new support involves the

scanning of all paper documents

all new cases arrive in electronic mail boxes

all incoming acts are stored electronically

the steps in the case process displayed on the screen

57. See e.g. RRV 2002:20; Statskontoret 2002:15.

58. Viewpoint from the target group seminars.

59. RFV rekommenderar 1998:13. Allmdnna rad: kvalitetssikring och kvalitetskontroll
vid de allmdnna forsikringskassorna.

60. Participants of the target group seminars argued that checklists and handbooks that
are not regularly updated risk creating irreg
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— all case handling may thus be made on the computer

The idea is that this support system will provide the officials with
guidance throughout the beredning and decision processes.

When designing administrative technology support both thought-
fulness and long-term thinking are needed. The computer support
has to be adopted to the administrative system and the users. Long-
term thinking planning in advance when new systems are intro-
duced. This also means that a certain readiness is needed as it might
take quite a long time to break established patterns and make the
employees feel secure with new technological support. For example,
the case handling system mentioned above has entailed the forma-
tion of a project (“The conversion group”).®' The regional social in-
surance offices decide in what pace to implement the new support.
Some regions have opted to start with only one of their offices, while
others have implemented the system simultaneously throughout all
offices.®?

From a control perspective it is important that the computerized
administrative systems have built-in control routines and are con-
structed in such a way that the allow for follow-up and connection
with the aims of the control activities. Designed in such a way, they
will also become an important part of the governance system.

Better support for the application of the law

Central management should take a larger responsibility in order to
obtain an more uniform application of the law in the supervisory ar-
ea. This may be carried out by means of guidance on how the legis-
lation should be interpreted and applied.

61. The group is headed by an office manager and made up of representatives from dif-
ferent offices, the National Social Insurance Board, and Férsakringskasseforbundet.
62. Statskontoret 2002:26.
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* Set up guidelines for the application of new laws with-
out waiting for hearing of a case

In order to prevent insecurity of how to interpret new laws, guide-
lines should be established.®® As the hearing of a case usually takes a
long time coming, it is not possible to await practice. Later on, the
guidelines will have to be adopted to established practice.

* Work towards establishing a precedent

The management should, in a systematic and strategic manner, ap-
peal cases to achieve a precedent in areas of uncertainty.®*

* Guiding interpretations of legal practice

The management should not be satisfied with only supplying a col-
lection of law cases but also give advice on how the legislation
should be interpreted in the light of preambles and practice. Leaving
the interpretation to the individual official, is leaving them in the
lurch.

Collaboration

There is a lot to learn from each other in collaborating and coordi-
nating controls in a supervisory area while the control becomes
more uniform. It is especially important to coordinate controls with
other government agencies.

¢ Multilevel collaboration

In cases where more than one level within the agency is involved in
the control, it may be good for the representatives from the different

63. RRV 1996:60.
64. See e.g. RFV (2003) Appendix 2 ”Resultat frdn enkit till forsikringskassorna om
RFV:s tillsynsverksamhet”. In: Riksforsakringsverkets Tillsyn. RRV 1996:60.
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levels to carry out jointly some operative supervision and thereby
“calibrating” their assessment standards and working former. This
is exercised, for instance, in the food and drink sector where the con-
trolling agency, county administrative boards, and local authorities
make joint supervisory calls (also known as normative inspections).
In these cases it is the food administration that takes on the supervi-
sory responsibility, designs supervisory notices and stipulates poten-
tial demands. The idea is that the performed supervision will serve
as a model to other supervisory actors.*

One of the advantages of this approach is that the central author-
ity keeps informed about what is happening on the field which facil-
itates and strengthens the agency’s supervisory guiding function.®®

* Project collaboration

Another method involves coordination of the supervisory work in
joint supervisory campaigns at regional or national level. These are
carried out in an equivalent way with, for example, shared checklists
for a certain sector.®’

* Networking

Yet another form of collaboration is for networks within a govern-
ment agency to meet and discuss application issues and legal prac-
tice. In the environment area, for instance, coordination is under
way at county level in the form of administrator gatherings, consul-
tation groups for prosecution issues.®® Furthermore, in the social in-
surance sector there are so called practice groups where managers
and officials from different local offices meet.®’

65. SOU 2002:14.

66. Hunter, 1986.

67. Ibid.

68. Naturvardsverket, 2002.
69. Statskontoret 2002:26.



The Learning Organisation 157

The Learning Organisation

Characteristic of the learning organisation is that it makes use of in-
ternal and external experiences in a systematic way in order to make

the organisation more efficient and protective of the legal rights of
the individual.”

Systematic international coverage

Planned control activity presupposes that the agency has a broad
knowledge of the situation on the control and policy areas at issue.
The agency should, furthermore, take in the developments in other
sectors of society (and of how this might affect its control activities).
This presupposes that the agency possesses a systematic internation-
al coverage, able to seize and analyse signals of changes that may
affect the agency and the conditions for control activity. Some exam-
ples of factors affecting agencies’ activities are deregulation of the
finance market, changes in legislation, changed technology, demo-
graphic factors and unemployment.

A systematic international coverage secures a better planning in
advance and the ability to identify at an early stage the changes that
might influence the activities indirectly or directly. This may, for in-
stance, result in a request to the political leadership for legislative
changes, more resources or initiation of organisational changes such
as recruitment of new competence or new priorities for the control
activities.

Find out the causes behind cheats and fiddles

As we have already mentioned, knowledge of the causes behind
cheats and fiddles is essential from a preventive perspective. Perhaps
the most important information that an inspector or official may ob-

70. The corner stone of the learning organization is the problem-orientated approach
previously described.
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tain refers to the causes behind the infringements.”" The government
agencies should, therefore, increasingly make use of and document
the organization’s silent knowledge of causes behind cheats and
fiddles. This may be achieved, for example, by letting inspectors and
officials regularly document the estimated causes behind cheats/fidd-
les discovered in inspections or controls.

One interesting example is the experimental work carried out in
one of the southern police districts in Sweden. A free text option has
been included in the regular crime report system to allow patrolling
officers to supplement the report of the crime report by proposing
preventive measures that may stop the incident from occurring
again. Usually, the police officer also gives his/her assessment of the
causes of the crime. The suggestion is quality assessed by a station
officer who makes sure that it is distributed to those with primary
preventive responsibility in the different community policing areas.
The latters give feedback on the usability of the suggestions to the
patrolling officers.”

There are a range of other methods that may be used, for example,
one of the regional social insurance offices in western Sweden has
implemented the “Why project” that aimed at mapping the factors
behind the long administration time and the sometimes high per-
centage of error. By interviewing administrators they were able to
identify possible felkillor.”

Method development

Surprisingly little is known of the efficiency of different control
methods even though this area is well suited for evaluations. The
government agencies should thus work towards the implementation
of comparative studies and control evaluations.

71. Bardach and Kagan, 2002.

72. The project has been up and running since 2002 and is currently under review by the
National Council for Crime Prevention.

73. Forsdkringskassan i Vistra Gotaland (2001) Varfor-projektet. Rapport 4. Resursbrist
och mdlkonflikter skapar kvalitetsproblem. Cf. also how the intelligence agency “loose”
information through interviews, BRA 2003:1.
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* Effect and efficiency evaluations of control methods

The government agencies should develop the control activities by
continuously testing and evaluating the different methods of con-
trol.” The outcome of different control methods may, for example,
be compared with each other. If, say, the work place environment
agency is to carry out supervision on 100 activities these may be ran-
domly divided into two groups that are supervised with partly diffe-
rent methods:

— announced or unannounced inspections

— short inspections, or more extensive inspections at longer inter-
vals

— inspections directed at detailed control according to specific rules
or at the firm’s routines of self-regulation

— varying degrees of strict rule control, e.g. as regards the number
of issued injunctions.

Possible evaluation methods may include studies of injury statis-
tics and comparing the following inspections with a uniform meth-
od.” This approach may be used in other control areas.

In order to develop efficient control strategies, it is also important
to study the internal processes in the supervised firms. The supervi-
sory processes may have to be adopted according to the size of the
inspected firm or its internal decision processes. Research and expe-
riences show that system control is most suited to larger corpora-
tions.”®

* Benchmarking

The idea of benchmarking is to make comparisons with the leaders
in one area in order to get ideas of improvements of the control ac-

74. See Rudén and others., 1999.

75. To facilitate distinguishing whether it is the difference in methods that explains
potential differences between the two groups, inspection should also be carried out on a third
group with corresponding firms not exposed to inspection (control group).

76. Rudén and others, 1999. Gunningham and Johnstone, 1999.
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tivities in one’s own organization. We may differ between two types
of benchmarking:”’

Internal benchmarking — comparisons with another activity with-
in the organization. It is most suited for large organisations with
many units and departments with comparable processes and func-
tions, for example, in the social insurance and tax areas.

Functional benchmarking — refers to comparisons between func-
tions or processes in different sectors or authorities.

A benchmarking process includes the following steps:”®

— Selecting the area in need of development and improvement

— Mapping the selected area.

— Establishing measurements within the selected area.

- Looking for good examples and making contacts.

— Comparing with each other

— Analysing differences in work methods and achievements.

— Initiating alteration work and setting new and challenging goals

Consideration for individuals and firms

A considerate government agency implies that it takes an interest in
what the “customers” think about its activities. What is good and
what is bad, what is absent and what can be improved. A learning
agency means that the views of both individuals and firms are sys-
tematically taken care of and integrated in the development of activ-
ities.

¢ Consider the views of customers and users

— Customer/user satisfaction surveys

77. Rannestig, E. (2001) ”P4 resa med benchmarking”. In: Forssell, A. (red.): Staten och
det andra.

78. See RRV 1996:35. Benchmarkingprocessen. The steps are included in the benchmark-
ing model presented by the Swedish National Audit Office.
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It has become increasingly frequent with recurrent customer/user
satisfaction surveys.” Usually, these are made up of questionnaires
for the customer/user to fill in. For these to be useful, they have to
be repeated on a regular basis. Furthermore, they should be profes-
sionally executed® in everything from the design and dispatch to the
gathering and analysis of the answers.®'

— Interviews

Interviews may serve as a supplement to questionnaires. First, they
may give a deeper knowledge of the facts dealt with in the question-
naire. Second, interviews may be used to better study which views
specific groups of customers/users have on the agency’s service pro-
vision. Third, interviews can be used to look for potential explana-
tions to the results in the questionnaire.®*

Listen to the employees

It is evidently important that the experiences and views of the em-
ployees are considered in the activity development. Besides inter-
views and questionnaires the agency may arrange work place
meetings and initiate working groups or networks. It may also be a
good idea to set up suggestion boxes, etc.%

79. 65% of the Swedish public agencies carry out customer or user satisfaction surveys
on a regular basis. See Statens kompetens- och kvalitetsrdd (2000). Kvalitetsarbetet i staten.
Statskontoret 2002:12. Att ta reda pd vad folk tycker — En pilotundersékning om medbor-
garnas syn pd offentlig forvaltning.

80. To the extent that a public agency lacks such a professional competence, it is adviced
to outsource it to someone who has that competence. It is, furthermore, not unheard of that
agencies turn to universities for help.

81. A recurring problem of these surveys is the decline at 40-50 % (see Statskontoret
2002:12). It is important that decline analyses are performed in order to find out who does
not reply and why. The analyses may thus serve as the basis for improving the survey and
implementation.

82. See Statskontoret 2002:12. The National Insurance Board and regional offices have
initiated field investigations involving customers (insured). They have inter alia used focus
groups interviews (a type of group interviews) and separate interviews.

83. The Insurance Office e.g. employs a system where employees are encouraged to give
suggestions of improvements in the activities. Depending on the feasibility of the suggestions
they are rewarded with everything from a little heart of plastic to 1 000 SEK.
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Documentation

A prerequisite for the learning government agency is that it docu-
ments systematically its work. This is about preserving the agency’s
“collective memory”.

Documentation should be carried out in such a way that comput-
er adaptation is possible which requires clear and documented rou-
tines of what should be documented, who and how it should be
documented. A well-functioning and systematic documentation, fur-
thermore, makes it easier for new employees to acquaint themselves
with the work and knowledge does not risk being lost if an employee
leaves. Thus, documentation is important in order to safeguard the
legal rights of the individual and democratic values.



/. Government Agency
Control of the
Individuals, Firms and
Other Organisation

The government agencies’ control of individuals, firms, and other
organizations should, as we have already stated, be aimed at remov-
ing or influencing circumstances that facilitate cheats and fiddles.

The taxonomy below illustrates the different situational control
measures and the way they prevent cheats and fiddles. As mentioned
earlier, these are measures that

— reduce the risk of fiddles and make it more difficult to cheat
— make it more risky to cheat and easier to discover fiddles

— reduce the rewards of cheats and fiddles

— counteract the justifications that facilitate cheats and fiddles.

The majority of the measures can be implemented without legislative
changes.
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Taxonomy of preventive measures
against cheats and fiddles

Measures that reduce
the risk of fiddles and
make it more difficult
to cheat

Measures that make it
more risky to cheat
and easier to discover

fiddles

Measures that reduce
the rewards of cheats
and fiddles

Measures to counter-
act justifications that
facilitate cheats and

fiddles

Precursive control

— Screened admission
to public procure-
ment

— Reducing the influx
of cases by influenc-
ing external actors

Government agency

interaction

- Cross control

- Planning interaction

- Coordinated opera-
tive control

Increase the “moral

costs”

— Explicitly inform-
ing that the act at is-
sue is criminal

Simplicity and clarity

— Simple language

— Information in sev-
eral languages

— Defining key con-
cepts

— User-friendly forms

Initial control

- Controlling all new
actors

- Defining the distinc-
tion between subsi-
dies and benefits

— Comparative sys-
tems

“More eyes”

— Activating the citi-
zens

- Cooperating with
interest organiza-
tions and trade
unions.

Inform about the futil-

ity of certain cheats

— Explicitly stating
which controls are
carried out regularly

Impartial information

— Explicit require-

ments and condi-

tions

Specifying precisely

the duty to report

Explicit decision

motivations

— Information about
the duty to report
changed conditions

Reliable control

information

— The most reliable
and easily controlla-
ble source

— Increased use of
third party informa-
tion

— Making use of the
available control in-
formation

- Avoiding redundant
information

Make the control

visible

- Informing about the
existing controls

- Information target-
ing problem areas

- Targeted control
messages

— Campaigns

- Displaying good ex-
amples

Information about the

disadvantages of

cheats/fiddles

— Information about
sanctions

— Information about
other negative con-
sequences

“How information”
— Guidance

Securing control infor-

mation quality

— Government agen-
cy interaction

— Cooperation with
customers and users

- Collaboration with
informants

Accurate control

- Identifying the
problem areas

- Identifying the
problem groups

- Identifying devia-
tions from mean
values

Increase the probabili-

ty of cheats leading to

prosecution

- Defined routines for
consequences of dis-
covery of cheats/fid-
dles

- Improved coopera-
tion with police and
prosecutor

Directed information

— Specific target
groups

— Complicated target
areas

- Key informants
(providing informa-
tion links)
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Measures that reduce
the risk of fiddles and
make it more difficult
to cheat

Measures that make it
more risky to cheat
and easier to discover

fiddles

Measures that reduce
the rewards of cheats
and fiddles

Measures to counter-
act justifications that
facilitate cheats and

fiddles

Preparing for control

- Simple and accessi-
ble forms

— Comparative form
information

- Preprinted informa-
tion

- Technological adap-
tation of adminis-
trative systems

- Electronic latch

Broad-based controls

- Random sample
control

- Point controls

Making vigorous
efforts against the
money

- Close cooperation
with the Enforce-
ment authority and
others supervising
money

Bad publicity is
costly

Announcing control
results in public

Don’t underestimate

the importance of

personal contacts

- Facilitate personal
contacts

- Collaboration with
users

Self-regulation

- Situational adapta-
tion of self-regula-
tion

— Step-by-step imple-
mentation

— Provide instru-
ments for self-regu-
lation

Reveal exising

conditions

- Survey the house-
holds’ economic sta-
tus

- Reveal the costs

— Field observations

Ultimatum

“Cooperate or control
priorities will be in-
creased”

“Shock absorbing”

service commitments

— Service declarations
and commitments

— Complaints han-
dling

System control

— Adaptation of activ-
ities

- Controls not only in
theory

Rewards

— Preferential certifi-
cates

- Differentiating fees

— Logos and other
symbolic rewards

Information that gen-

erates legitimacy

- Explain the underly-
ing purpose of regu-
lation

- Information about
cheats not as wide-
spread as generally

believed

Pleading information
— Persuasion
— Education

“Tying their hands”
— A full and honest
declaration

Increase the ethics in
the public sector
- Rules of conduct

Increase the work

ethics

— Vocational classes
in ethics in higher
education

Improve the integrity

of exposed occupa-

tional groups

— Maintain a high lev-
el of ethics in the
strategic professions
that constitute the
service functions of
cheats
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Measures that reduce
the risk of fiddles and
make it more difficult
to cheat

Measures that make it
more risky to cheat
and easier to discover

fiddles

Measures that reduce
the rewards of cheats
and fiddles

Measures to counter-
act justifications that
facilitate cheats and

fiddles

Professional treat-

ment by the govern-

ment agencies

— Strenghtening the
legitimacy of the
government agen-
cies

Stimulate self-

regulation

— Dialogue with the
business community

In the following reasoning the different categories of measures will
not be presented in the same order as they have been displayed in the
table above. Consequently, “Measures to conteract justifications
that facilitate cheats/fiddles” will be presented first. The reason be-
hind this is that these are measures that may be appropriate to take
before any cases have arisen or at the initial phaze of the handling
process. Thus, it follows, the presentation will illustrate more natu-
rally the different steps of the imagined handling process.

Measures to counteract justifications
that facilitate cheats and fiddles

This category deals with different methods to suppress excuses jus-
tifying cheats and fiddles. This can be obtained by strenghtening the
ability and will of individuals and firms to comply with the rules.
The ability is primarily influenced through information and service
provision. To affect the will it is essential to increase the legitimacy
of both regulation and control and to emphasise the ethical aspects
of a certain act. This will make it more difficult to explain away law
infringements by arguing that the rules are too complex, that there
is apparently no sensible aim to certain rules, etc.

The different measures in this category will be classified under the
headings information about, information that, and ethics. Informa-
tion about refers, as has previously been explained, to information
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about the existence and meaning of rules while information that re-
fers to information arguing in favour of specific ways or strategies
of actions or relating to influence on attitudes.

Information about

Information about rules and their meaning is important to the work
of preventing cheats and fiddles. It can, for instance, contribute to

the

— reduction of unintentional cheats arising form ignorance or negli-
gence.

— enhancement of citizens’ voluntary participation and will to do
right as a result of an increased confidence in the authorities and
regulatory systems.

— release of control resources as the need for control diminishes in
certain areas.

It is, however, not enough to just gather the information, it has to be
available, too.

Information design and content

Simplicity and clarity

Government agencies have to take into account the different require-
ments and needs of each individual and firm. One starting point
should be that information and service provision are caratherized by
the outmost simplicity, clarity, and relevance. The advantages of this
approach are that the handling procedure is simplified and unneces-
sary errors avoided while the confidence in the agency is strenght-
ened. It will, furthermore, make it more difficult for the customer as
well as the agency to make excuses for possible fiddles by invoking
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unclear rules, information deficiencies, forms, etc.! This in turn
contributes to the suppression of cheats and fiddles.

Government agencies should take their obligation to provide in-
formation seriously and maybe even hire or recrute experts on com-
munication and information.

* Simple language

Clear and simple language is preferable and bureaucratic or special-
ist vocabulary should be avoided.

* Information in several languages

When so required information should be issued in different languag-
es. Experiences show, for instance, that small enterprises with immi-
grant backgrounds do not always have the ability to comply with the
law because of poor language skills.

* Definition of key concepts

When certain concepts of vital importance to the understanding of,
say, a decision it is important that they are clearly defined. It is, fur-
thermore, essential that the definitions are used coherently through-
out the agency.

1. There are two dimensions as it is easier to cheat if there is uncertainty as to what
applies. The cheating does not appear to be obvious (neutralization) and it is also difficult to
prove intent if the rules are unclear.
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* User-friendly forms

Forms should be accessible and pedagogic? and preferably include
examples of how to fill them out.” The tax authority’s self assess-
ment form is a good example of a user-friendly form. Today it is also
possible to file your return electronically on the Internet. A prereq-
uisite for these types of preprinted forms is that information can be
gathered from a party other than the assessed. The latter then re-
views and approves the tax return compiled by the tax authority.

It is, furthermore, recommended that the persons responsible for
designing the forms obtain information about the present forms
from those handling the actual cases.

Impartial information

To reduce the administrative burden and release resources for con-
trol, the information stating who is entitled to, for example, an al-
lowance should be designed carefully. Furthermore, it has to be clear
what is expected of the individual or firm.

» Explicit requirements and conditions

It should be clearly stated which requirements need to be met for an
actor to be eligible for a certain allowance, business subsidy, permit,
etc. As regards allowances and subsidies, it should be clearly stated
whether they are rights-related.* It should also be evident when the
right or duty does not apply. A certain allowance may, for instance,
not be applicable as the firm/individual has already received another
allowance. Clear and concise information does not only make it ea-

2. Andersson, B.-O. (2000). Hur skall vi minska statens utgiftssida inom social-
forsakringsomrddet? Final Report within the scope of the Riksforsikringsverkets project
”Right ersdttning”. The report emphasizes that many officials want fewer and clearer forms —
"Presently, a good deal of thinking is needed to fill in the correct information on the form
used e.g. with the temporary parents’ allowance”.

3. See eg. the tax authority’s tax return instructions complete with guidelines of how to
fill them in.

4. See e.g. RRV 1999:40; RRV 2001:22.
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sier for the applicants, tax payers and others to meet their duties or
utilize their rights, this approach also weeds out the potential cases
that otherwise unnecessarily would burden the administration.

* Specify precisely the duty to report

When there is a right, possibility or duty the information given
should clearly state what data the government agency needs to ob-
tain from the individual or firm in order to make a decision and,
should the occasion arise, where this information can be collected.’
The extent of the information varies according to the area at issue.

* Explicit motivation behind the decision

When a decision has been made it should be clear what it entails and
why. It is especially important that rejections or other negative deci-
sons are well motivated and pedagogically designed to facilitate the
applicant’s acceptance and understanding of the outcome. Further-
more, for the purpose of appeal it should be clear what has to be ar-
gued against.® Finally, futile appeals that would otherwise burden
the administration, can thus be avoided to a larger extent if the de-
cision receiver understands the meaning of it.

* Information about the duty to report changed condi-
tions

It is also vital that information is provided regarding the fact that the
applicant is under duty to submit deeds, report changed conditions

5. Ibid. A follow-up of the temporary parents’ allowance has been carried out at one of
the local social insurance offices. A recurring remark among the administrators was that the
forms at issue were rarely completely filled out and in one fourth of all applications comple-
mentary information had to be collected. According to the administrators, it would appear
that the applicants believed that the local social insurance office already possessed the neces-
sary information.

6. The cooperation organization of the unemployment benefit societies has emphasized
the importance of informative decisions, i.e. well motivated decisions that are accessible to
the individual and can persuade him/her that (s)he has been fairly assessed. See RRV
1999:39B appendix 1.
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and such that may have an impact on the right to obtain subsidies,
benefits, permits etc. Indirectly, this gives the applicant information
about when they are not obliged to submit deeds or report changed
conditions, which may lead to the avoidance of unnecessary burden
on the government agency because of insecurity on behalf of the ap-
plicant.

“How information”

“How information” refers to meeting the intentions and demands
imposed by the legislation. In certain areas this is achieved through
data on a form or a basic pamphlet while in other areas more ad-
vanced guidance may be required.

¢ Guidance

Guidance may be given orally or in writing. Experiences show that
this information is particularly important to small and medium-
sized enterprises as they usually have smaller resources and limited
access to in-house expertise. It is not uncommon, furthermore, that
small firms lack the means to hire external expertise.”

Thus, it is important that the government agencies, through gen-
eral advice, handbooks and information material, explains what is
needed to meet the demands of the law and how to proceed to do
this. This is especially important in areas regulated by framework
legislation. The Environmental agency has, for instance, issued a
handbook on self-regulation aimed at activities affected by the rules
of the environmental act.

It has long been discussed how the individual inspector in the field
should balance check-up and guidance. A good rule of thumb is that
(s)he should not commit to the given advice in such a way that later
will make it difficult for the agency to intervene because of firms fol-

7. Gunningham and Johnstone, 1999.
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lowing the inspector’s advice. The environmental authority makes
the following recommendations to their inspectors:

The agency has a duty to provide information about the existent
legislation and what measures it normally entails. This may, for in-
stance, include references to the publication “General Advice”, con-
taining general recommendations on the application of laws and
regulations, or information on how to access that knowledge. But
the agency does not, and should not, assist firms with details such as
the identification of appropriate measures or routines. These issues
should rather be investigated and decided on by the actor as they are
important to the environmental protection as well as issues relating
to the business’ future such as economy, technological development
and market considerations.

Firms should be able to expect good service, guidance and assis-
tance in self aid from the agency. At the same time it is reasonable
for the agency to expect that they take responsibility for turning the
help into measures appropriate to their business and voluntarily ac-
quire the knowledge necessary for them to decide themselves what
demands need to be complied with.®

In some states in the USA the government agencies have an inde-
pendent unit that offer help of a “consultant character”. The firms
are then instructed to correct potential errors discovered in connec-
tion with the guidance in a specified time. Should they fail to do so
this is reported to the regular supervisory agency.’

Directed information and service provision

The government agency should not only passively provide service
and information but actively direct this to areas or target groups in
particularly great need of service and information. This active ap-
proach can involve the following;:

8. Naturvardsverket, Handbook 2001:4, p.56.
9. Gunningham and Johnstone, 1999.
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* Specific target groups

Service and information can be aimed at specific characteristics and
needs of the receivers. The tax authority, for instance, provides di-
rected service and information to start-up businesses, accounting
firms'®, and vendors or buyors of property.'' Experiences show that
these groups often have a poor knowledge of fiscal regulation or
there may be a need for information for strategical purposes.

Another example of adopting service and information to certain
target groups can be found in the work labour market. When mem-
bers of the Unemployment Fund for Graduates in Sweden find them-
selves out of work they do not have to contact the local labour
market authority, instead the authority contacts them. Based on in-
formation from the job center the local labour market authority
compiles a welcome-pack to each member which also includes pre-
printed report cards. The authority, thus, takes the initiative to en-
sure that the cases are properly handled from the start which also
reduces the need for complementary information and corrections
and, thus, entails the elimination of a range of control problems.' It
is also reasonable to assume that the unemployed persons, as a con-
sequence of the authority’s actions, perceive the risk of discovery as
higher than it actually is which may prevent cheats.

Experiences show that directed information, for instance aimed at
vendors and buyers of property, is effective. In 2000 the number of
corrections to the property taxation data dropped by 32 percent as
the result of such an approach." This goes to show that there are sig-
nificant earnings to be made by reacting proactively.

10. RRV 1999:7. Skattekontrollen och pengarna.

11. See RRV 1997:7. Skattekontrollen och pengarna; Statskontoret 2002:15.

12. RRV 1999:39B. Appendix 1, p. 100-101.

13. Statskontoret 2002:15. The information comes from the RSV Annual Report for
2000.
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* Complicated target areas

Service and information may well be targeted to areas with specific
needs. This may be information targeted at firms affected by regula-
tory changes'* or to particularly complicated areas. In the latter case
this primarily involves strenghtening the information provision in
the identified area.

* Key informants

To obtain the maximum information distribution or to reach a cer-
tain target group it may be efficient to direct the information and
service to specific key informants such as associations, organizations
and representatives of interest groups, trades, etc. They can then
pass on the information to members or interested parties.

Accessibility

Take advantage of the possibilities of modern information tech-
nology

Modern information technology should be used to the greatest pos-
sible extent to increase the accessibility; facilitate the gathering of in-
formation; and provide better service. This will release resources
within the agency which may inter alia lead to shorter handling
times and improved control.

¢ More self-service

Many government agencies have service telephone numbers offering
self-service. For example, the local social insurance office in Stock-

14. See RRV1999:7, pp. 266-277 where it is suggested that the tax authority expands its
targeted information and service to this area.
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holm offers a service telephone available 24/7 for ordering forms
and brochures or reporting absence due to children’s sickness." The
tax authority, furthermore, has set up a service number where admi-
nistrators answer the callers’ questions.

The Internet has become a very important channel for the provi-
sion of information and service. The Government has instructed the
Swedish Agency for Public Management to stimulate the develop-
ment of the 24/7 Agency.'® This means that the websites of govern-
ment agencies should successively reach different steps. The first two
steps involve self-service and should provide:

— statistics, information that can be ordered or down-loaded (pas-
sive web site)

— search function, forms that can be filled out online, etc (active web
site)

At the third stage the agency’s web site should offer individually
shaped services, the possibility to submit forms online, etc. The
fourth and final step aims to make it possible for the user to contact
one single agency.

¢ Assistance in self-aid

One requirement of a functioning self-service is that the receivers
have access to the technology and knowledge needed to profit by the
possibilities that modern information technology has to offer.

15. A prerequisite is of course that the customers know that the service telephone number
exists. A survey from the regional social insurance in the county of Kronoberg implied that
only 37 per cent of the county’s citizens knew about the service number (Forsidkringskassan
Kronoberg, Central administration).

16. The Government’s aim to improve and simplify the electronic public services goes by
the name of the 24/7 Agency. This entails that the access to service should be independent of
time and place; that the contacts with the authorities should be made simpler; and that the
service should be improved. Statskontoret 2002:13. 24-timmarswebben. Rekommendationer
och rdad for 24-timmarsmyndighetens webbplats.
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Not everyone has access to a computer and the Internet. Thus, the
employment agency, the student aid agency, the state pension au-
thority, the social insurance authority and the tax authority'” have
worked together in the project “Citizens Computers” which aimed
at providing Internet-based information for those who do not have
access to the Internet. Through these “citizens computers” it was
possible to access the web sites of the participating agencies and the
local authorities via a joint portal. Some 140 “citizens computers”
were included in the test run'® and each computer place was also
equipped with personnel that gave assistance of how to use the com-
puters. Evaluations showed that the test was a success."”

Don’t underestimate the importance of personal contacts

Personal contacts are especially important to complicated issues or
cases relating to, for instance, administrative law or individual con-
ditions. It is expected that in the near future there will, furthermore,
be a need for personal meetings with users who either cannot or
want to use modern technologies such as the Internet.*

The personal contact with an agency representative can in addi-
tion work as a barrier to cheats as the agency, instead of being per-
ceived as anonymous and distant, has taken the shape of a human

17. These agencies were involved from the start in 1999. In 2002 the Swedish Consumer
Agency and the Swedish Migration Board entered the project.

18. A majority of the computers were distributed to the counties of Norrbotten and
Visterbotten. The other test areas included primarily Skéne, Vistra Gotaland, and Stock-
holm. The focus in the big cities was on the suburbs and immigrant-dense neighbourhoods.
The tests were carried out on the premises of public organizations with the common denomi-
nator that these were meeting points, i.e. places frequented by the average citizen (www.med-
borgarkontoret.nu).

19. Larsson, A.-K. (2002). Medborgarterminaler pd forsok. En utvdrdering av projektet
medborgarterminal och dess effekter. Mitthogskolan. Ekelin, A. (2002). Vardagsdialog och
design for samverkan i anvindning . Utvirdering av projektet medborgarterminal. Blekinge
tekniska hogskola.

20. Statskontoret (2002). Utveckling av 24-timmarmyndigheter — ldgesrapport juni
2002.
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being. It may also be assumed that the individual perceives the risk
of discovery as being higher when the contact is personal.*!

* Enable personal contacts

A necessary condition for personal contacts is that is actually possi-
ble to get hold of the agency’s administrators. Some local tax offices
have, for instance, introduced extended opening hours and generous
telephone hours.*

Organisational changes can facilitate personal contacts. One ex-
ample of this is the student aid authority’s introduction of the con-
cept of “the round student aid authority”.?® To make the most of the
available resources the agency has set up a resource pool with per-
sonnel that can be steered to help the offices that experience the gre-
atest strain at the moment. The incoming telephone calls can also be
redirected to offices that do not have as much to do.

* Cooperate with user interests

Another way for the government agency to improve its information
and service provision is to actively cooperate with user and client
representatives from the business community and interest organisa-
tions. One example of this is the “The Stairway” of the Customs Ser-
vice where the agency collaborates with the business community in
different working groups.** One of these groups deals with produc-
tion issues and involve representatives from business organisations,
the agricultural authority and the National Board of Trade.” The
group handles inter alia the Customs’ treatment of customers, cus-

21. RRV 1995:32. Fusk — systembrister och fusk i vailfdrdssystemet. Furthermore, to
quote a legal proverb ”documents don’t blush”, i.e. a case should not be decided by the doc-
uments but after the muntlig férhandling.

22. RRV 1999:39B. Appendix 4.

23. 1999:39A. This is, however, of little importance if the combined administrative
resources are insufficient.

24. The notion of the ”The Stairway” will be further developped under the headings
”rewards” and ”quality assessment of information”.

25. The National Board of Trade is the central administrative body dealing with foreign
trade and trade policy and provides the government with analyses and recommendations.
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tomer-directed information and the coherent and flexible applica-
tion of the customs legislation throughout the country. Proposals of
simplifications of rules and routines are also being discussed.*

“Shock absorbing”’service commitment

Not getting a clear answer to when a decision in a case will be made
is more often a source of irritation than is the actual handling time.
There is a risk that the government agency have to spend time and
resources on explaining the status of a certain case and why a deci-
sion has not yet been reached.

* Service declarations and commitments

A service declaration or service commitment is an opportunity for
the agency to inform on what level of service is to be expected and
the estimated handling and waiting times for the different types of
cases. The service commitment differs from the service declaration
in that it is binding.

One example of the use of service commitments is the ongoing ser-
vice declaration experiment.”” The participating government agen-
cies have been instructed to develop a declaration that provides
clear, relevant and binding information on the services and the level
of service offered. Besides information about handling and waiting
times for the different types of cases, the notification should also in-
clude instructions on how to submit complaints and viewpoints and
how these will be used to further develop the government agency’s

26. See the heading ”Business information” on the Customs’ web site www.tullverket.se/
en.

27. In order to strenghten the service provision the Government has instructed a number
of public agencies to design and make public a service declaration. The purpose of the test
run is to assess whether service declarations and service dialogues are appropriate instru-
ments to develop the authorities’ service so that it is better suited to the needs of the citizens
and firms; increase their control and participation of the administration’s work; and whether
service declarations and service dialogues should consequently be implemented throughout
the administration (see appendix to government decision 2001-01-18, dnr Ju2001/411).
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activities.”® The local tax office in Malmoe has issued such a service
declaration which, inter alia, states that the customer has a right to
be informed about delays when handling times are not met.*’

¢ Complaints handling

It is important that customers and users know where to direct their
views on the activities of a certain government ageny. A clearly de-
fined complaints authorithy clarifies this while guaranteeing that
each submitted viewpoint is systematically handled. Such an author-
ity makes it easier to discern potential patterns in the complaints and
discover system deficiencies which can prevent cheats and fiddles.
Furthermore, this facilitates the integration of the firms’ and citi-
zens’ viewpoints into the development of agency activities.

Efficient complaints handling presupposes registration and adap-
tation if the submitted viewpoints are to be systematized (system de-
ficiencies due to special needs or errors arising from staff actions).
One of the advantages of complaints handling is that it may help to
improve the relationship between the individuals and the govern-
ment agencies which also has an impact on compliance.

Information That

Information that generates legitimacy

* Explain the underlying purpose of regulation

Surveys show that compliance is liable to increase if the rules are per-
ceived as legitimate. The authorities should thus inform, in a peda-

28. Ibid.

29. Skattemyndigheten i Malmé (2002) Serviceforklaring. Vi ar till for dig. A condition
that many public agencies have pointed out as problematic is whether a service commitment
is legally binding and may give rise to demands for damages.
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gogic manner, about why there is a certain legislation and what
purpose it serves.>

This may be illustrated by the tax authority’s campaign against
undeclared work among adolescents®'! “The White Knight”. The
purpose is to promote declared work and show, in a concrete man-
ner, where the tax money goes. The message is communicated
through TV and Cinema commercials distributed nationwide. Stick-
ers with the words “Paid by You” to be put on items that are tax
financed are distributed to all local authorities and personalized post
cards are sent to 500 000 adolescents.*

The idea is that the campaign will be followed by messages direct-
ed at employers.

* Information that states cheating is not as frequent as
you think

Information that states that cheating is not as widespread as is gen-
erally believed has a preventive effect. The American tax authority
distributed information stating that the general belief that many
people cheat with their taxes is not correct. Instead, they argued,
controls show that most people had declared correct information
and paid their taxes. Thus, the proportion of cheaters was relatively
small. The information proved to have some, however slight, pre-
ventive effect on individuals who are not affected by threaths of con-
trol but rather by social standards. In addition, Australian studies
show that it is possible to influence the behaviour through informa-
tion about the standards of other people.*

Another kind of information is directed primarily to firms and
aims at persuading them that it is profitable not only to comply with
the minimum demands of the legislation but also to go beyond these.
Research shows that firms do not always act rationally in the longer

30. Winter and May, 2001.

31. Studies show that adolescents are more in favour of undeclared work than other age
groups, hence the campaign’s focus.

32. RSV Press Release on the campaign ”The White Knight”.

33. Wittberg, 2002.
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perspective as they are governed by a short-sighted thinking. This
strategy could be defined as a “win-win situation” and it has been
applied inter alia in the environmental area.*

e “Education”

In the environmental area efforts have been made to include the local
community in order to put pressure on firms to actively work to-
wards a better environment. This has partly been achieved through
the publication of inspection protocols and distributing information
about the environmental policies of the firms to the local community

— a strategy also known as “Community Right-to-Know”.*

Ethics and Measures That Generate Legitimacy

“Tying their hands”

¢ A full and honest declaration

Forms should include demands of a full and honest declaration to
emphasize the duty to submit correct information but also to en-
courage reflection. This approach will make it more difficult for the
actor to justify and explain away potential fiddles.*® The declaration
also enables the possibility to impose legal sanctions as making a fal-
se affidavit is a crime.

Increase the ethics in the public sector

* Rules of conduct

34. Gunningham and Johnstone, 1999; Gunningham and Grabosky, 1998.
35. Gunningham and Grabosky, 1998.
36. RRV 1995:32.
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A study of undeclared work carried out by the Swedish National Au-
dit Office shows that irregularities and ethically dubious acts com-
mitted by people in powerful positions provided an incentive to
extensive undeclared work. Many of the respondents saw nothing
wrong in working a few hours on the side each week while others
are given golden parachute deals worth millions of euros. The Audit
Office concluded that more attention should be paid to ethical issues
in the public sector and that is essential to start at the top and estab-
lish unambiguous standards for public sector officials.’” A combina-
tion of an ethical approach and rules of conduct for persons in the
public sector is thus recommended.

Improve the work ethics

An important conclusion from my earlier study was that the con-
sumers of the world receive more protection form the higher stan-
dards that these competing identities bring into the firm than from
enforcement of the law.*

The quote above refers to the fact that people in the business com-
munity have “multiple selfs” and that they do not necessarily adapt
to the potentially improper standards within the firm. The work eth-
ics acquired through education and informal sanctions among col-
leagues against unethical behaviour have proved to have a
preventive effect on cheating. Braithwaite argues that it is actually
the individual’s own responsibility and work identity that has helped
to save most lives in connection with cheats. What he refers to is the
accusations directed at the international pharmaceutical industry for
distributing dangerous drugs to poor countries.’” Individuals with
high working ethics in this industry have worked with perseverance
to introduce a higher ethics.

Management attitudes play an important role in whether other
people within the organisation will break the rules or comply with

37. RRV 1998:36.
38. Braithwaite, 1993.
39. Ibid.
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them.*® Professional categories that end up in leading positions
should thus be a target group in the work of increasing the level of
ethics in the business community.

* Vocational ethics classes in higher education

The idea is that economists, jurists, engineers, craftsmen and others
should, while still in training, develop a working identity with high
ethics, thus developping a power of resistance against the crime in-
ducing environments that they might come across in working life. In
the same way that school training in law and order is important to
the standards of behaviour, do vocational classes in ethics in higher
education have an important role to play.*!

Improve the integrity of exposed occupational groups

In the late 1970s the Swedish National Council for Crime Preven-
tion reviewed the roles that accountants and lawyers play in orga-
nized and economic crime.* These studies concluded that there was
no evidence that these professional categories were involved in crim-
inal activities to the extent that had previously been suggested inter
alia in the media. The Council did, however, suggest that measures
should be taken to strenghten the professional ethics of these groups
and the Swedish Bar Association consequently changed its statutes.
Unfortunately, no such improvement was made in the accountants
sector.®

40. Kagan, R. A. and Scholz, J.T. (1984) The ”Criminology of the Corporation” and
Regulatory Enforcement Strategies. In: Enforcing Regulation. Hawkins, J. and Thomas, J.M.
(eds.).

41. The National Council for Crime Prevention has recently issued teachers guidelines on
crime and punishment (BRA (2002) Du & Jag - Ritt & Fel. Handledning for temaarbete om
brott. Ak 6-9). The Council has previously compiled a video-tape teachers guidelines on eco-
nomic crimes among hairdressers.

42. BRA 1978:2 and 1979:8.

43. Rosenberg, G. (2000) Radgivarna och etiken — hur blev det senare? In: Perspektiv pd
ekobrottsligheten. Korsell, L. (ed.) BRA 2000:10.
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* Maintain a high level of ethics in the strategic profes-
sions that consitute the service functions of cheats

It is quite likely that occupational groups such as lawyers, tax con-
sultants, accountants and other advisers are important to the occur-
rence of cheats. We may, in fact, say that they are the service
functions of cheating. There are probably very few people that offer
their services in this way and the fewer they are, the more difficult
will it become for others to get help to cheat or secure its resulting
profits. In a preventive perspective it is thus important to maintain a
high level of integrity in these occupational groups.**

The advisers are more than consultants when it comes to different
approaches. Some researchers argue that if it had not been for the
advisers cheats would be “more easily detectable and provable than
street crime”.* The reason for this is that cheats generate such evi-
dence — documents — that are harder to control than traditional
crime. The evidence can be kept with individuals that cannot be
threatened. Mann (1985) claims that the advisers govern the infor-
mation flow which makes it more difficult than it really is to detect
cheats and investigate them.

From this it follows that the controlling agencies can, in coopera-
tion with the crime preventing authorities, promote a high level of
ethics in these strategic occupations. The organisations representing
these categories should, furthermore, be interested in such a collab-
oration as media coverage of fraudulent advisers from their own
ranks reduces the confidence in the whole profession.

Professionalism prevents cheats and fiddles

* Strenghten the legitimacy of the government agencies

Studies performed by the tax authority show that taxpayers who
have confidence in the agency also believe that they have been given

44, BRA 2003:1.
45. Mann, 1985 p.249.
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a fair treatment.*® What is interesting is that this group also thinks
that the tax authority does a good job in preventing cheats and fid-
dles and they themselves are keen to obey the law.

Similar conditions have been recorded in other government agen-
cies. Sherman refers to studies of community policing that imply that
police legitimacy prevents crime.*” If police legitimacy is perceived as
high, it follows, people are more inclined to comply. If the police
take the time to listen, show respect and let the other side speak, the
number of crime relapses will drop.

Stimulate self-regulation

* Business community dialogue

Clarke argues that regardless of the measures initiated by legislators,
control functions, police, prosecutor, interest groups or the media, it
is only the business community itself that can bring about a real
change to economic crime and cheating behaviour.*® The reason can
be found in the complex nature of cheats and fiddles which is why it
is important that the authorities encourage self-regulation. A first
step to achieve this is to initiate a dialogue with the business commu-
nity.*

46. RSV 2000:2. Service och kontroll. En fordjupad analys av skattebetalarnas attityder
och virderingar.

47. Sherman, L.W. (1997) Policing for Crime Prevention. In: Preventing Crime: What
Works, What Doesn’t, What’s Promising. The National Institute of Justice.
48. Clarke, 1990.

49. Thus creating a pressure on the business community to deal with the problems or the
Government may intervene through legislation (usually perceived negatively by the business
community).
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Measures That Reduce the Risk of
Fiddles and Make It More Difficult to
Cheat

Precursive control

Precursive control refers to measures aimed at preventing potential
problems from arising.Or put otherwise, to nip this kind of behav-
iour in the bud.

* Public procurement standards to obtain a State or mu-
nicipal contract

In New South Wales in Australia the authorities aim for a better
working environment in the construction sector by only accepting
tenders from firms that meet the work environment authority’s de-
mands for a proactive management system.>’

This method is, however, not problem-free as there is a risk that
the tenderers meet the demands only on paper. One way of avoiding
this problem is to check whether the tenderer have a history of ne-
glect.”!

In Sweden the Public Procurement Act makes it possible to impose
demands on the suppliers which can be used to reduce the risk of

cheats and fiddles.

* Reduce the influx of cases by influencing external
actors

This approach deals with cooperation with external actors in order
to remove or influence circumstances that may cause future prob-
lems. One example of this is the discussions of what the Social Insur-

50. Gunningham and Johnstone, 1999.
51. Ibid.
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ance Authority can do to influence outside factors relevant to
primarily sickness absence and rehabilitation.

All the local social insurance offices cooperate with the employers
and information is provided on the employers’ rehabilitation re-
sponsibility as well as the preventive work place environment task.*

Another method used by the local offices involves work place in-
spections. An evaluation carried out in the county of Virmland im-
ply that more than 40 percent of the employers have taken measures
concordant with the preventive message. Such measures include
anslutning to the occupational health service, co-worker talks, acti-
vation of internal control and the introduction of keep-fit mea-
sures.”’

The Social Insurance Authority and the work environment au-
thority cooperate when it comes to bad work place environments.
The work environment authority and the regional social insurance
offices work on a joint project in the countys of Orebro and Virm-
land with the purpose of tracking down bad work place environ-
ments based on absences due to sickness. The initiative must come
from the social insurance authority as the work place environment
authority cannot adopt an individual perspective. This allows the
latter agency to access to problematic work places and many of these
would not have been inspected had it not been for the cooperation
with the social insurance authority.’* The work place environment
authority can, thus, take actions against unhealthy work place envi-
ronments.

Initial control

Initial control usually involves checking different data and systems
against each other and thus putting a stop to inconsistent or in other
ways erroneous decisions on benefits, subsidies, and other pay-
ments.

52. Statskontoret 2002:26.
53. Ibid.
54. Arbetsmiljoverket (2003) Arbetsmiljoverket samarbetar med Forsikringskassan.
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Increased communication between systems will, furthermore, in-
crease the necessary conditions that regulatory inconsistencies will
be uncovered and thus easier to remedy.>

¢ Control of new actors

For controls to be truly efficient they should be carried out as early
as possible to prevent cheats and fiddles from arising. Before deci-
sions are made, payments issued or any other action is taken, every
possible control opportunity of data-based information exchange
between and within authorities should have been tried. It is not until
then that further needs for control can be defined.*®

Initial control is, however, not the most efficient method as re-
gards resource consumption and handling times if the number of
cheats and fiddles is low.*”

* Distinguish between subsidies and benefits

To prevent that inconsistent decisions are made it is important that
there are clearly defined rules on when a certain subsidy or benefit
cannot be paid out in combination with other benefits or subsidies.
This presupposes that communication takes place within the govern-
ment agency as well as with other agencies on which subsidies and
allowances apply. The Swedish Business Development Agency
(NUTEK), responsible for the regional policy subsidy system, has
stated in its 2001 guidelines which combinations of subsidies are
permitted.’® Another example it the Control Routine Project which
surveyed the different benefits, subsidies and payments issued by the
work place environment agency, social insurance agency, student
aid agency and the social service authority.””

55. RRV 1998:48. Effektivare informationsforsorjning inom transfereringsomrddet.

56. See e.g. RRV 1998:48.

57. RRV 2002:20.

58. NUTEK handles issues relating to industrial policies and reports to the Ministry of
Industry, Employment and Communication.

59. AMS/F (1998) Kontrollrutin-projektet. "MANS” Slutrapport 1998-09-23.
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¢ Comparative systems

Yet another necessary condition for a well-functioning information
exchange between and within government agencies is that they de-
velop systems that can be compared both with regards to computer
communication and content.

As regards computer communication, it is argued® in favour of a
solution with a decentralized system that connects the local systems
into a functioning entirety rather than a central system to which in-
formation is sent from the different local systems. In the former so-
lution the adapation of information takes place at the respective
agency. If one government agency needs a certain peice of informa-
tion from another agency this is transmitted through the technology
infrastructure. Then it is up to the agency to creat the necessary reg-
isters and routines needed to handle the new information.

Such a decentralised approach is also what the cooperating gov-
ernment agencies in previously mentioned Control Routine Project
have opted for.®®'> The work has been divided into two stages where
the first one involved surveying the regulatory systems at issue.
Phase two includes development and implementation of technology
solutions which allow the agencies to exchange information between
existeing registers and systems through batch processing where data
is transmitted on request at night-time. It is also possible to initiate
a “standing request” which means that information is transmitted
when the present data has changed. The next step involves direct ac-
cess to the other agencies’ information.®

As has been pointed out by the social insurance authority, com-
paring information between government agencies is dependent on
the extent to which the material systems can be harmonized as re-
gards periodicity and other terms of payment.

60. See RRV 1998:48.

61. Toppledarforum has made this a pilot project within the scope of the Transfer Inter-
action Project. See Statskontoret 2002:15.

62. A parliament decision has now made it possible to obtain direct access to certain
informaton. Rskr. 2001/02:18.
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Reliable control information

Control information refers to the information that the government
agency needs in order to make a correct decision. The better the con-
trol data is the less risk of cheats and fiddles. Reliable and easily con-
trolled information can often be gathered from another party than
the individual or the firm.

* The most reliable and easily controlled source of infor-
mation

Pivotal information should regularly be collected from the most re-
liable and easily controlled source of information. For example, the
social insurance authority collects automatically income data from
the tax authority in cases dealing with housing allowance and reim-
bursement of alimony. There is an immediate connection between
the declared income and the sums worked out. Thus, the social in-
surance authority does not have to ask the applicant to provide the
information, it is instead automatically sent to the authority and lies
at the basis of the decision.®

* Increased use of third party information

The use of third party information is an important step on the way
to obtaining reliable and easily controlled information. Third party
information refers to information gathered from bancs, credit insti-
tutions, employers, etc. One example of this is the tax authority’s
successful work towards a simpler taxation of natural persons where
income statements are collected from a third party, for example the
employer.®* The probability that the relatively low number of em-
ployers would give incorrect information is less than if several mil-
lions of employees were to declare their incomes, account for taxable

63. See Arnell and Korsell, 2000.
64. The employers submit a tax return to the tax authority each month. It contains infor-
mation on PAYE, payroll tax, VAT, etc.
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benefits that are difficult to asses, etc. Furthermore, less resources
are needed to control employers than the collective of employees.
There is also a project underway within the social insurance offices
involving the increased use of third party information.®’

* Make use of existing control information

At first glance many conditions may seem difficult to control. Then
it is essential to use your imagination and find the information that
nevertheless may be accessible. This can be achieved by looking else-
where than the regular information channels and different kinds of
information, of little use separately, can be combined and used for
the purpose of control. It is essential to use the best availabe infor-
mation to prevent control-free zones from emerging.

One example of this is the tax authority that had experienced that
parts of the tax control had become more complicated due to the in-
creased internationlization of the economy as well as the increased
transnational mobility. The authority was thus forced to seek out
new information sources for the purpose of control.®® One example
of a “new” source is information form the Customs Service on trade
with third countries. Information on the imports and exports of
firms is collected from the customs’ computer files and stored in the
tax authority’s control system. The data can be used in the current
VAT control as well as in income tax controls and audits.

Financial databases may constitute another source of information
as in the project “Increased Use of Financial Databases” where a
number of such databases were linked and matched.®” The registers
involved were the social insurance authority’s register of legal per-
sons with debts, the government accounting system and the Bankgi-
ro and Postgiro payment systems. The aim was to obtain
information on payments from government agencies to firms with

65. RRV 1999:39B, appendix 2 p.43.

66. RSV Report 2002:1. Kontrollinformation i utlandsfragor. Information for skattekon-
troll av verksamheter och transaktioner med internationell anknyining. See also SOU
2002:47 Vol. A. Vidra skatter? Expertrapporter till skattebasutredningen.

67. ESV (1998) Rapport: Modeller for anvandning av databaser i kontrollsyfte.
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registered debts to the State. The State should not, under normal cir-
cumstances, make payments to firms with arrears.®®

The linking and matching of databases showed that the State dis-
penses some 15 billion SEK each year without carrying out the nec-
essary controls. The amounts assessed available for “fiscal
acquisition”, through the systematic use of the government account-
ing system and at the same time serving the purpose of providing the
Enforcement Administration®” with a current control of state pay-
ments, amounted to a yearly sum of about 2 billion.”

It is not advisable to collect more information than necessary as
redundant and superfluos information renders the systems difficult
to manage and thus less reliable. The social insurance authority’s
project “Pro Health” has introduced a new model that will reduce
the influx of sick certification to the local social insurance offices. Se-
riously ill patients do no longer have to see a GP every month in or-
der to prolong their certificates, instead visits every third month is
enough. The aim is to reduce the strain on the system by adapting
the period of sickness absence to the individual. This also released
resources that can be directed at patients with more complex diag-
noses. The main motto is “we want the most suitable information

for each patient”.”!

Quality assessment of control information

Another step to making the control information more reliable and
easy to handle is to support and cooperate with informants in order

68. The Public Procurement Act (1992:1528) ch.6 states that a supplier can be excluded
from a public procurement process if (s)he has not fulfilled his/hers obligation to pay Swedish
taxes or social fees. A government agency should not accept tenders from suppliers with tax
or social fees debts.

69. The Swedish Enforcement Administration is responsible for the enforcement of both
public and private claims.

70. The Swedish National Financial Management Authority’s request for funds to con-
tinue the project was denied. See Statskontoret 2002:15.

71. Interview in Dagens Nyheter with Rolf Lindberg, chairman of the project Pro
Health” 2002-09-07.
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to obtain necessary information and securing that it is of good qual-
ity.

* Government agency collaboration

Certain information is especially important from a control perspec-
tive, for example does the data in the population registration system
make up the basis for the fiscal system as well as that of subsidies.
Errors in the population registration system’? spreads easily to other
systems and cause additional costs in a number of subsidy systems.
An improved control of the population registration system would re-
duce the number of incorrect payments to individuals that are regis-
tered at a certain address for the purpose of receiving economic
advantages. Thus, a quality assessment of the population registra-
tion system is of the essence.

The quality of the population registration system is largely depen-
dent on the extent that government agencies and organizations fulfill
their duties to report to the tax authority when they discover an ad-
dress that deviates from that in the registration.” There is, however,
every indication that government agency compliance with this duty
is at a very low level” which impairs the quality of the system and

72. The population registration system is the basic register of the Swedish population. It
provides current information on who lives in the country and where they live. The fact that
one is registered for population purposes, and where one is registered, is important to many
of the rights and obligations such as the right to child or housing allowance and where one is
assessed for tax. Civil status and other personal information is also registered.

73. The Population Registration Act 2 § states that the National Service Administration,
the Swedish Migration Board, the Enforcement Agency, the local authorities, with the
exemption of the social services, should notify the tax authority of a person’s address if it is
believed that this is not entered in the population registration system.

74. Migrationsmyndigheten (2002) Projekt 2:12 Slutrapport . The aim of this project was
to survey and investigate individuals with Swedish permanent residence permits who might
no longer reside in the country. A control of the Migration Board’s registers 6 000 instances
of erroneous population registration data was discovered. Around 5 000 permits were
revoked and the errors of the remaining cases were corrected. In many of these cases the
agency had noted that the person had emigrated but the information had neither been treated
nor reported to the population registration. Contacts with other government agencies con-
firmed that the knowledge that all agencies have a duty to report deviating addresses to the
population registration was lacking. The report concluded that ”the information about a per-
son’s emigration is somewhere out there in the official Sweden, but we have to find it first”
(p-3).
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consequently affects all government agencies and organisations in
need of correct population registration data.

In much the same way that income information is important to
agencies outside the fiscal area, so is population registration system
information of vital interest to a range of other systems. It is thus
necessary to increase the awareness of how the systems are intercon-
nected and that increased controls in the fundamental systems actu-
ally involves a control of the dependent systems.

It is up to the tax authority to draw the attention of other govern-
ment agencies and organisations to the duty to report when encoun-
tering an address that does not correspond with the population
registration system as well as emphasizing how important this is.
This also imposes demands on the concerned government agencies
to inform their staff about the duty.”

« Cooperation with customers and users’

One example of cooperation with and support to individuals and
firms in order to obtain the most reliable information as possible is
the cooperation between the Customs Service and firms within the
scope of “The Stairway”. To take a further step and be eligible for
certain benefits the firms must quality assess their customs routines.
The demands include competence, administrative routines, and fol-
low-up and to facilitate the quality assessment, the Customs Services
has developped checklists to be completed electronically. Further-
more, a number of meetings will be held between the firm and the
Customs and the latter can also give assistance with specially de-
signed courses or information on issues of present interest.”’
Another example of cooperation on service and control is the Em-
ployment authority’s”® project on control of jobseeker’s activity. The

75. See RSV (1999) Rapport om projekt for bosdittningskontroll inom folkbokforings-
verksambeten.

76. This refers to something more than information and service provision which basically
pertains to informing the customer/user of the existing rules.

77. Tullverket (2002). Startpaket for er som vill forbereda er infor en kvalitetssikring i
Servicetrappan.

78. See Statskontoret 2002:15.
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risk of fraudulent use of the unemployment insurance was perceived
to have increased in the group of part-time unemployed persons
with short-term temporary posts with the same employer. For a bet-
ter control of this group the unemployed individuals were instructed
to contact or visit the employment office on a set date to receive in-
formation on suitable job openings and provide information about
his/her own status (have a job, prevented from taking up a position,
etc). If (s)he failed to make contact on the appointed day (s)he would
be crossed off the register and the local office of the Employment au-
thority would be notified.” This is an interesting project in that it
combined an increased responsibility on behalf of the person seeking
a job to report changed conditions with an adequate form of sanc-
tion, i.e. the possibility to cross the person off the register if (s)he
does not meet her/his information duty.*

* Cooperation with other informants

One problem in the social insurance area is that the certificates that
doctors issue in many cases are defective.®! It is thus important that
the social insurance authority finds a functioning cooperation al-
ready during the sickness absence. The authority has, for example,
discussed the issue with the Federation of Swedish County Councils,
the Swedish Society of Medecine, the purchaser network of the
county councils, the Confederation of Swedish Enterprise, and the
Swedish Occupational Health Association with the purpose of es-
tablishing a concordant view on the problem and potential mea-

79. This test was run at the job centre in Karlshamn. The attitude of the staff was, despite
technical problems that rendered the implementation difficult, positive and they said that
they now had more knowledge of the extent the jobseekers could take on work. Ibid.

80. Action plans and the Activity Guarantee imposes demands of increased activity on
behalf of the jobseeker and the job centre and the jobseeker jointly make activity plans and
schedules. Should the jobseeker not wish to participate the Arbetsmarknadsmyndigheten is
notified.

81. A study of sick certifications showed that only one fourth of the certifications investi-
gated met the criteria necessary for the individual social insurance official to make a correct
decision (Soderberg et al. (2002) Underlag for beslut — en studie av ldkarintyg ur ett social-
forsakringsperspektiv.)
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sures. A cooperation programme has been agreed on within the
scope of this project.®*

A new sick certification has also been designed which is a “basic
certification” that documents the entire absence due to sickness. The
aim is to inform the social insurance authority of the patient’s actual
work capacity as it they that decide on the right to compensation
from the social insurance. The design of the certificatation is also
aimed at helping doctors to decide the degree of sickness absence
(full-time or part-time).*’

“Pave the way for control”

A necessary condition for a well-functioning control is that the con-
trol aspect is present at the planning stage of new or changes in ad-
ministrative systems, design of forms, etc.

* Simple and accessible forms

The design of forms is of importance to the control opportunities
and use of control resources. Simple and accessible forms are easier
to control and saves a lot of resources that would otherwise have
been needed to correct unintentional errors. These are resources that
are better used for control in other areas.

* Comparative data on forms

It is important that control is so to speak built-in the design of forms.
These should be designed so that it is possible to check information
against each other to discover fiddles. Computer-aided processing
allows for the automatic comparison of information which facili-
tates the handling. For example, the tax authority may on the basis

82. Statskontoret 2002:26.

83. The new sick certification contains a number of questions that the doctor has to
answer to motivate a potential full-time absence due to sickness. The language has been
adopted to better suit that of the case records (RFV (2003) Ny blankett for ldkarintyg. Press
release 2003-06-03).
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of standardised self assessment forms ask questions inter alia about
the size of deductions compared to the size of income or whether cer-
tain types of deduction claims have been made. This means that the
controllers can direct their efforts to the tax returns deemed most re-
warding to control.** Such a system functions also as a continuous
follow-up system, for example, it is possible to extract information
on how many tax returns are affected by a quality control or a ques-
tion of selection.®

* Pre-printed information

Pre-printed information on forms is preferrable and the social insur-
ance authority has, on the pattern of the tax authority’s simplified
self assessment form, introduced pre-printed forms for some of the
benefits. All the insured has to do is check that the information pro-
vided by the authority is correct and then sign the form. The infor-
mation is gathered from a number of systems, such as those of the
tax authority and the Land Register. The risk of fiddles/errors in the
application can thus be reduced significantly.®® Since 2003 is it also
possible to make changes and submit appendices in the new joint in-
come tax assessment return for natural persons.’” The Customs
Service as well is at the forefront of this development.

* Technological adaptation of administrative systems

As we have mentioned earlier, efficient administration requires co-
operation between processes, people, and technology. An increased
technological support can help reduce a number of manual routines
with partially high percentage of errors. The adaptation between
handling and computer technology demands that forms and rules
are adapted to the new technology so that the opportunities offered
can be realised, for example using electronic signatures.

84. RRV 1999:39B.

85. Ibid.

86. RRV 1999:39B.

87. RSV (2002) Verksambetsplan for RSV-koncernen 2003.
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In some cases it is not possible to use computer aids fully as some
of information needed for the grounds for decision has to be treated
manually. It is advised that investigations be made as to how impor-
tant these data are to make a correct decision and whether it is even
possible to collect and control. If the information is of marginal im-
portance or if it is almost impossible or very difficult to gather (even
by manual means), then it should be considered whether the de-
mands that this information should be collected is abandoned. This
paves the way for automated handling without ruining the goal ful-
fillment.®

¢ Electronic latch

To prevent errors in the handling process, electronic latches can be
installed in computerized handling systems. These latches may stop
an official from registering a decision if certain criteria have not been
met. For example, the student aid authority has introduced such a
latch that when an applicant under/over age or when the maximal
number of weeks on student aid has been reached.*

Self-regulation

It is becoming more frequent that the authorities control that firms
and organizations have a functioning self-regulation. This control
can refer to processes as well as entire systems. As previously men-
tioned, there are three levels of self-regulation: duty to document,
duty to report and self-inspection. When implementing the control
considerations have to be made regarding the type of activity and the
conditions for self-regulation on behalf of the controlled.

» Situational adaptation of self-regulation

88. Ibid.
89. RRV 2002:2 appendix 2.
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Self-regulation should be flexible and adapted to the situation.” The
type and extent of activity should be the main factors, something
which the environment authority has acted on. The authority recom-
mends that self-regulation should be more extensive for large, com-
plex or risky activities.

If the activity is small, simple or of low risk, less far-reaching de-
mands for documentation may be made.”’ maller firms usually has
limited administrative resources and tighter marginal costs.

Experiences and research show that small firms®* often lack the fi-
nances and knowledge to implement extensive changes to their self-
regulation.” It is thus important that the controlling agency pro-
vides this kind of support to develop the self-regulation. As the num-
ber of small enterprises’ is high broad information efforts such as
handbooks and pamphlets, are of the essence. Clearly-defined ef-
forts should be concentrated to trades or areas with specific pro-
blems or where risks are highest or where the most cheats and fiddles
occur.

For example, the work environment authority initiated a project
where information and inspection efforts were taken to encourage
firms with less than 50 employees, and particularly those with less
than 20 employees, to get started with internal control. The project
inlcuded 1 000 firms in high-risk trades and the follow-up showed
that there had been a significant improvement of internal control of
the work place environment.”

* Step-by-step implementation

90. Gunningham and Johnstone, 1999.

91. Naturvirdsverket (2001) Handbook 2001:3.

92. How to define small firms will have to be weighed up carefully. The Swedish Work
Environment Authority makes the definition of firms with less than 50 employees.

93.See e.g. Gunninghamn and Johnstone, 1999.

94. For example, according the National Board of Occupational Safety and Health there
were some 275 000 work places. 97 per cent of these employed less than 50 people and 88
per cent had less than 20 employees.

95. Arbetarskyddstyrelsen (2000) IK-SMA effekt. Utvirdering av ett verksgemensamt
tillsynsprojekt internkontroll av arbetsmilion i sméforetag IK-SMA. Unfortunately, the evalu-
ation did not include a control group which made it more difficult to conclude whether the
effects resulted from the IK-SMA or some other circumstances.
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One of the aims of self-regulation is that it should become a natural
part of daily work and integrated in the activities. It should thus in-
clude organisational, administrative and technological measures. As
self-regulation imposes great demands on the activities, firms and
organizations should be given the opportunity to decide on the
structure and when to implement the different steps.” This ap-
proach will take into account the ability of each firm to implement
the self-regulation while establishing a cooperation climate. That the
firm is willing to improve its self-regulation is, however, a necessary
condition.

* Provide instruments for self-regulation

One approach that has been successful in Sweden, and other coun-
tries, is to provide instruments for self-regulation. For example, in
Australia the government agencies have been equipped with check-
lists to be used at inspections of firms and organizations to make it
easier for them to develop the self-regulation according to the de-
mands imposed by the agency at issue.”’

Another example constitutes the quality assessment tool devel-
opped by the social insurance authority. It consists of a question-
naire to be used when controlling individual decisions for social
insurance cases to discover errors and deficiencies. With this tool it
is possible to let other people besides those with the control function
of the agency to participate in the control work.”®

Yet another example is initiation of the so called self-declared
control. The work place authority has employed a method they call
“directed demands for measures” in which a directed message was
sent to firms and organizations in trades where deficiencies were fre-
quent. The deficiencies were described in general terms and the firms
were encouraged to discuss work place issues with their employees

96. Ibid. P.41. The Environment authority illustrates this with five examples of situations
were the supervisory method has been selected to promote the firm’s own responsibility. Cf.
Gunningham and Johnstone, 1999.

97. Gunningham and Johnstone, 1999.

98. SOU 2002:14.
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and fill out a questionnaire. The message also gave the information
that a number of the firms would be inspected at a later date. The
evaluation of the effects of this approach implied that the majority
of repondents thought it important answer the questionnaire and
that it had resulted in a close examination of the work place envi-
ronment.”

System control

System control is a kind of self-regulation where the control is direct-
ed at the firm’s or organisation’s overall ability and qualifications to
reduce risks and prevent cheats and fiddles. The control includes re-
view of management, organization, knowledge, routines, technolo-
gy, quality tools, etc. It is not only directed at the self-regulation of
certain processes, the aim is rather to make the self-regulation be-
come a natural part of the activities.

* System control is not appropriate for all types of
activities

Experiences show that system control is most appropriate for medi-
um-sized or big enterprises that have been in operation for some
time.

Many researchers argue thus that the authorities should develop
different strategies for self-regulation to suit the different sizes.'"

¢ Controls not only in theory

When performing system control on the field the tjanstemannen
should not only meet management representatives or those respon-
sible for safety and quality to discuss docmuments. To ensure that

99. SOU 2002:14

100. Gunningham and Grabosky, 1998; Gunningham and Johnstone, 1999; Frick, K.
(ed) (2000) Systematic occupational health and safety management. Perspectives on an inter-
national development.
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the controlled system is only a product in theory, random sampling
of for example a process should be carried out. This can include inter
alia discussions with management at different levels, technological
inspection, tests, quality controls.'” Furthermore, the control
should entail quality assessments of surveys and tests performed by
the controlled.'”

When it has been concluded that a firm has a well-functioning
self-regulation the government agency may in future be content with
carrying out random sampling to ensure that the system control is in
order.' If it should then emerge that the firm has breached the rules
there may be reasons to consider intervening sanctions as the system
control is founded on mutual trust.'*

Measures That Make It More Risky to
Cheat and Easier to Discover Fiddles

Government agency interaction

The government agencies possess a lot of information and compe-
tence that may considerably increase the overall competence and lev-
el of control. There is thus a profit to be gained from interacting and
cooperating in control activities.

¢ Cross control

The exchange of information between government agencies han-
dling transactions increases the risk of detection. Even though the
most important control is carried out before a decision is made (see
the previous avsnitt), it is equally important that information is ex-

101. Hutter, B.M. (1986) ” An Inspector Calls”. British Journal of Criminology.
102. SOU

103. Gunningham and Johnstone, 1999.

104. Ibid.
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changed after a decison has been made in order to discover cheats
and fiddles. For example, cheats and fiddles that were detected with-
in the scope of the tax authority’s project on residence control. The
results implied that 75 percent of the investigated addresses from the
social insurance authority, the immigration authority and schools
entailed changes in the population register. It was also discovered
that many individuals had been granted allowances that were not
well grounded.'”

* Planning interaction

The control missions of certain government agencies coincide which
can give rise to problems for the agencies as well as those being con-
trolled. This imposes great demands on interaction between the
agencies, inter alia to avoid that some areas are not controlled at all
because it is believed that somebody else is doing it. One example of
overall interaction can be found within the so called Seveso legisla-
tion. This law overlaps to some extent the environmental act, the
work environment act and the rescue service act. Since the beginning
of the 1990s a group consisting of the concerned government agen-
cies, the county boards, and the business community has been work-
ing to redeem this problem. The group designs jointly guidance
material, training and conferences as well as consultations at differ-
ent levels and joint supervisory efforts. The county boards and the
work place environment authority check their supervisory plans
with each other as regards the level of ambition, frequency of visits
or direction. They share information from inspections or carry out
joint inspections. From this it follows, that the level of control as
well as the quality is increased which no doubt serves to highten the
risk of detection and reduce the opportunities to cheat and fiddle.'*

Also from the regulatee’s perspective joint controls may be pre-
ferred as that will decrease the disruption of activities. For example,
the National Board of Health and Welfare and the county boards all

105. RSV (1999). Rapport om projekt for bosdtiningskontroll inom folkbokforingsverk-
sambeten.
106. SOU 2002:14.
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impose control on inter alia the care of old people. Therefore, they
have worked together to define and set standards of good care.'”’

* Coordinated operative control

One example of operative interaction between control agencies is
the “Operation Restaurant Reconstruction”. The idea and origin of
the project was that restaurants were previously controlled by differ-
ent authorities with regards to different legislative areas. By coordi-
nating their activities one inspection can now yield an overall picture
of the regulatee. After the joint supervisory visit to the restaurant at
issue each participating agency makes a report on its area of respon-
sibility and the county board makes out a comprehensive report.'*®

Operation Restaurant Reconstruction has increased the efficiency
of control and interviews with restaurateurs confirm that the control
has a preventive effect.'”” The cooperation has entailed an increased
number of warnings and revoked licences. This method is, however,
not problem-free as it is quite frequent that front men are called in
to continue the activities under “new” management. Now that the
supervisory responsibility lies with the local authorities, the number
of revocations and warnings has dropped.'"”

The model of coordinated supervision has been discussed and
used in other areas such as commercial traffic, care of old people,
cleaning, and construction.'"!

“More eyes”

The more actors who keep an eye on an activity and notice errors
and deficiencies, the more likely is it that cheats and fiddles will be
detected.

107. Ibid. Socialstyrelsens och lansstyrelsernas utvecklingsgrupp (2000). Mdl, mdtt och
metoder for lansstyrelsernas tillsyn inom socialtjansten, November 2000.

108. Ibid.

109. Alalehto, 1999.

110. Ibid.

111. See SOU 1997:111.
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¢ Activate the citizens

The possibility to report discrepancies and deficiencies in the way
that firms or government agencies handle an individual case; to ap-
peal against the decisions of government agencies; the right to par-
take of public acts are the fundamental prerequisites to citizens’
control. Reports and tips from the general public are an important
ingredient in the work of many supervisory agencies.'"

To the control agency it is, thus, important to stimulate the citi-
zens to act. A few important points can be given as follows:

— making the citizens aware of the problems in different areas and
what harmful effects the undesired behaviours can lead to

— informing about the existence and scope of the government agen-
cy so that the citizens know where to turn with their complaints
and reports.'"

* Cooperate with interest organizations

Cooperating with organizations that serve the same interests as the
control agency, may also contribute to a more comprehensive con-
trol. This can include local safety ombudsmen and committees of
trade unions; environmental organizations; patient’s representatives
and boards in the medical service; consumer organizations, etc.

Make the control visible

When speaking of the risk of detection in connection with a crime
we may distinguish between the actual and the perceived risk of de-
tection.'" The actual risk is based on the risk at a given control level
while the perceived risk is based on apprehension. The perceived risk

112. SOU 2002:14.

113. As previously mentioned complaints and tips cannot alone govern the activities as
this method of selection does not lead to the detection and legal remedy of the most serious
infringements (Scholtz, 1994).

114. BRA 1982:1. Riittsmedvetandet i Sverige.
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of detection is, furthermore, many times easier to influence than the
actual risk'" which is why it is important to make the control visi-

ble.
* Inform about implemented controls

To include details of the controls that will be carried out in the in-
formation material and forms may deter potential cheaters who,
from ignorance, believe that their actions do not involve any or small
risks of detection. For example, they might not know that certain
registers are linked and matched regularly. By emphasising that di-
rected controls as well as random controls such as house calls, work
place visits or audits will be carried out may also restrain more cal-
culated cheaters.

* Information directed towards problem areas

Here information and service provision is directed to areas where
cheats and fiddles are fairly common, for example, in certain sectors
or types of firms.''® This may be seen as a positive control as the in-
formation, implicitly or indirectly, communicates that the agency is
aware of that cheats and fiddles are frequent and that it is keeping
an eye on the activities. It is not uncommon that this type of infor-
mation efforts are combined with other preventive control measures.

Such an approach may be seen, for example, in the tax authority’s
approach to larger construction works such as the Oresund Bridge
between Sweden and Denmark. Such projects are classified as high
risk projects by the tax authority as experiences show that large con-
struction works attract entrepreneurs with the intent to evade taxes
and other fees.''” Usually the authority informs all firms involved in
the construction about the rules that apply. This is often done in co-
operation with the builder who also provides information on the

115. Ibid.

116. Ibid. See also RRV 1998:36 for a discussion of different methods to distinguish
firms suitable for control.

117. Ibid.
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participating subcontractors. The collected data is then used for the
purpose of continuous control of the accounting of taxes and fees.''®

Another example is the information work carried out within the
scope of the Preventive Economic Contact Project.'"” The local au-
thorities and representatives from the police and the tax authority
visit firms to inform about rules important to their business. It is ar-
gued that the preventive effect is not confined to the visited firms but
also has an impact on other firms as the visits make them aware of
the authority’s fieldwork. It is also believed that this will bring about
an increase in the general public’s confidence in the authority’s abil-
ity to control.'?’

* Directed messages that inform about controls

Messages sent to individuals and firms that they have been selected
for a random control has a preventive effect. For example, messages
directed at individuals/firms liable to pay tax that also included the
information that the control would be extended and that they would
be contacted by the agency if any errors were discovered. The survey
showed that the number of fiddles was reduced in the group that had
received information about expected controls (this referred to tax in-
come assessments and the tax payments thus increased).'*! The fid-
dles decreased in low-risk groups (individuals and firms) as well as
high-risk groups (self-employed).

¢ Campaigns

One way of making the control visible is by distributing information
on upcoming controls. The work place environment authority has,
for example, launched a number of campaigns aimed at problems of
a serious character and known to the general public which are in fact

118. RRV 1996:59. Svart arbete 1. Insatser.

119. How the work is carried out may vary according to the local conditions and priori-
ties. RRV 1996:59. Svart arbete 1. Insatser.

120. Ibid.

121. Wittberg, 2002.
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suitable to such a supervisory form as campagins.The campaigns
have included different stages and letters were sent to firms in the
sectors at issue four weeks before campaign start to inform them
about the upcoming campaign and that the agency might pay them
a visit. Included were also the rules applicable to that particular area,
pamphlets based on the work place environment legislation; an or-
der form to request directions and information material and in some
cases, a checklist. In connection with this letter the agency sent out
invitations to a press conference. The local offices also engaged in
contacts with the media inter alia press conferences, press releases
and invitations to come along on inspections.

The evaluation concluded that the media coverage had been ex-
tensive and that some 30 percent of the employees had actually read
the letters sent to them. It was also deduced that inspection results
should preferably be presented within a week to keep up the interest
of the press. It was, however, not possible to measure the potential
effects the campaigns had on the work place environment. On the
other hand, it was concluded that they had contributed to a general
rise in staff competence as well as made the agency visible.'*?

¢ Reveal successful control results

It is also important to show what happens to those who cheat. One
way of accomplishing this is to announce in the media when a big
cheater has been caught and sentenced to prison. Supposedly, this
has a restraining effect on other actors that contemplate cheating
while it strengthens the general public’s confidence in the authority.

Accurate control

The probability that cheats and fiddles are discovered is higher if the
control hits those who are most prone to commit these offences. One
necessary condition to detect this group is that the control is planned

122. Arbetsmiljoverket 1998:5. Kampanj som tillsynsmetod.
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and based on some kind of systematized knowledge. As we have
mentioned above, the starting point of the control should be a risk
analysis founded on essentials and risks.

Accurate control also implies that the control is directed at groups
where cheats and fiddles are expected to increase and even though
the problems are not as big a risk assessment may indicate that they
are increasing. From a preventive perspective it may in some cases be
more important to emphasize these conditions rather than concen-
trate on already “spoiled” sectors where cheating is wide-spread.'*
The level of ambition for these sectors should perhaps focus on
drawing attention to the agency’s presence.

* ldentified problem areas

The planned and self-initiated control should be directed at trades,
fields of activity, activities, kinds of benefits, etc where cheats and
fiddles are known to be frequent or might increase.

* ldentified problem groups

Yet another approach includes identifying certain groups that com-
mit cheats and fiddles to a higher degree than others. For example,
the tax authority’s residence control project concluded that the con-
trol should inter alia be directed at blocks of flats showing a specific
problem image.'**

* ldentify deviances from mean values

Surveys of tax control imply that more instances of cheats and fid-
dles are discovered through control of selection than in random con-
trols. The American tax authority employs a method of selection
known as the Discriminant Index Function (DIF). The idea is to find
deviances from the mean values and taxpayers who, within certain

123. Korsell, L. (2002) Skatt, risk och brott. In: Vira skatter? SOU 2002:47.
124. RSV, 1999.
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margins, deviate from the mean value of his/her group (of compara-
ble tax payers) will be identified.''**” Each individual is then given
a DIF value. Surveys show that the tax payers’ compliance will in-
crease if they are unsure of what methods of selection the authority
uses. It is argued that a combination of selected choice and random
choice scrutiny has a high preventive effect as it leads to a high de-
gree of uncertainty.'*

Broad-based controls

To achieve the maximum preventive effect the directed control
should be complemented with random broad-based control. This
way control free zones may be avoided while the control is increas-
ingly made visible to broader groups.'*’

* Random Sample Control

The fundamental idea of random sample control is that no one
should feel secure.'”® Random sample control should be based on
random slection to enable follow-ups and evaluations. One advan-
tage of this kind of control is that entirely “new” kinds of cheats and
fiddles may be uncovered. If the control is only directed towards
“known” areas they risk becoming a self-serving prediction that give
rise to control free areas.

¢ Point Control

In Norway the local tax authority in the Rogeland County employs
a so called point control which involves the inspection of some ten
invoices in the firm’s accounts. This method has the advantages that

125. Similar systems exist in Sweden too.

126. Wittberg, L. (2002) Sammanfatining av olika forskningsrapporter, artiklar och upp-
satser i olika dmnen som har samband med riskhantering och skattebetalarnas beteenden.
Draft. Handout. RSV.

127. Korsell, 2002.

128. Gunningham and Johnstone, 1999.
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the inspector has the time to do a large number of visits in one day
and control may be carried out by relatively unqualified labour. If
unaccounted incomes are discovered an audit may be initiated. Yet
another advantage of the point control is that the firm becomes
aware of that as only one limited part of the business is inspected this
can by no means be regarded as an approval of the entire accounts.
Thus a “negative preventive effect”( the tax authority’s control leads
to a drop in confidence of the authorities’ abilitities to find errors as
opposed to if no control had been carried out) can be avoided.'*

This method may well be used in connection with other kinds of
supervisory activities such as controls of a certian type of foods or
dangerous machines in the work place, etc.

Make Hidden Conditions Visible

A particularly difficult area to control is made up of undeclared
cheats' as it does not leave any visible traces such as verifications.
The control should thus be focuzed on making hidden conditions
visible.

* Survey the households’ economic status

Individuals who organize or take on undeclared work have more
money to spend than what is expected from tax assessment returns
and other documents. Thus, the tax authority may question how
(s)he manages to support his/her lifestyle by surveying the house-
hold’s economy."?!

¢ Reveal the costs

129. RRV 1998:36.

130. Undeclared work refers to employees who work for pay and does not report this to
the tax authority

131. RRV 1997:59.
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As regards the restaurant industry one method of investigation is to
contact suppliers of food, beverages, etc. It is fairly common that
non-serious firms chose to leave out not only incomes but also costs
( “dwindling” the business)."**

* Field observations

Another method that reduces the tax authority’s dependence on in-
formation provided through the tax payer’s accounts and self assess-
ment return is field observations. In Great Britain so called cash
teams make observations in the cash trade and investigate wheter
firms are registered and whether the income declared seems reason-
able with regards to the number of customers, opening hours, etc.
The anonymous observations may be carried out at different points
of time and in cases of suspicious undeclared income the authority
can choose to acknowledge itself and in one day control all transac-
tions that are then compared to those of previous days.'*

Measures That Reduce the Rewards
of Cheats and Fiddles

Increase the “moral” costs

Information material and forms should clearly state that a certain
behaviour is criminal or in other ways constitute a breach of the reg-
ulation. This may help to prevent individuals and firms from com-
mitting a crime, either with intent or by ignorance, or in other ways
transgressing the regulation.'**

¢ State that an act is criminal

132. Ibid.
133. Ibid.
134. RRV 1995:32.
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It is especially important to state that an act is criminal as most peo-
ple experience an inner resistance (see the section on normative mo-
tivation in chapter 4) to commit such an act while it is perceived to
be more stigmatizing to be connected with a criminal act.

Inform that certain kinds of cheats are futile

* Information about controls that are implemented
regularly

We have mentioned above that government agencies should inform,
with the purpose of deterring, about which controls will be carried
out. We would thus like to emphasize that clear information about
which controls are regularly implemented may prevent a calculated
potential cheater from committing a crime. Certain kinds of cheats
are practically always detected.

Information about the disadvantages of cheats and fiddles

The choice to cheat or abuse the regulation may be based on more
or less rational reasons. It seems that the choice is usually made in a
short-term perspective. At the same time the transgressor may not be
clear of the negative consequences of cheats and abuse, whether it is
detected or not.

¢ Information about sanctions

The negative consequences of law-breaking or unlawful behaviour
should be clearly stated in the wording of a law, information mate-
rial, application forms, and other information efforts. This may in-
clude that the offence may lead to legal action, revocation of
permits, fines, sanction fees, business suspension, publicly an-
nounced criticism, obligation to reimburse, complementary fees, etc.
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* Information about other negative legal consequences

To sell or buy undeclared work can in the short-term perspective ap-
pear tempting,"*’ but when the negative consequences are taken into
account the matter usually looks less luring. How will the unde-
clared influence my future pension? What happens if I am absent
from work due to long-term sickness or if I am granted an early re-
tirement? How will a couple of years of undeclared work influence
the total income of twenty years? How can I claim that working
hours and work place conditions are of a low standard? What hap-
pens if a work related injury occurs in connection with undeclared
work that I have commissioned? Do I then have employer’s respon-
sibility? What insurance will cover property damaged due to faulty
work, for example water damage in a cooperative housing associa-
tion, when the work on the wet room was never declared? How can
I correct faulty work?

Thus, the concerned government agencies should aim to distribute
factual information about the negative sides to cheating.

Increase the probability of prosecution in response to cheats

Many of those who cheat probably think that the worst that could
happen is that they get caught and perhaps are obliged to reimburse.
This is not an entirely unreasonable assessment given the actual sit-
uation in some areas — few cases of suspicious cheating result in con-
viction or even prosecution. '

* Clearly defined routines for what will happen when
cheats/fiddles are detected

Many times the individual official or inspector feel reluctant to re-
port suspcious cheating. It is an unpleasant decision and the tjanste-
man might also be unsure of when and how to file a report. It is,

135. BRA 2003:1.
136. See e.g. RRV 2002:20 and RRV 1999:39B, appendices 1-4.
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thus, important that the government agency develop clearly defined
routines of how suspected cheats should be handled. For example,
the social insurance agency has developped a template for police re-
ports available on the agency’s intranet. Many local insurance offic-
es have, furthermore, initiated so called cheats teams that assist them
in investigating and assessing such cases. In many instances the local
agencies have also interacted with the police and public prosecutor
for a consensus view on the design and handling of police reports.*’

Fight the money

Research shows that measures that have an impact on a firm’s prof-
itability and reputation are many times more efficient than criminal-
law measures.

* Close cooperation with the enforcement agency and
other supervisory bodies

The enforcement agency is important as it possesses a lot of infor-
mation on firms that may be of value to other agencies too. The en-
forcement agency also has knowledge of the individual’s living
situation, for example if someone is living in a grand style despite a
modest declared income.

A study carried out by one of the agency’s local offices looked at
all the reports form the trustees in bankruptcy and the tax authority
was notified of potential bankruptcies of fiscal interest.'*®

As the money is more important than the penalty, at least from a
preventive perspective, the enforcement agency should have a more
important role in the government agency interaction when the em-
phasis is on preventive work. It has also been argued in favour of in-
creased international cooperation to trace and secure assets that
have been taken out of the country. It is also essential to use other

137. Statfkontoret 2002:15.
138. BRA 2003:1.
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instruments such as sequestration, seizure, forfeiture, and payment
guarantee.

* Bad publicity is costly

If the risk of detection is enhanced and an preliminary inquiry is ini-
tiated into a firm with a reputation to defend, publicity will cause
great harm to the finances as well as the self-image.'* Negative pub-
licity is often more deterring than formal sanctions such as penal-
ties.'*! Larger firms with a strong trade mark are very eager to
maintain and strenghten their reputation.'** Many owners and em-
ployees are proud of their firms that to them represent more than
just money. If the reputation is tarnished the attraction will fade. A
survey of lawyers defending suspected economic criminals implied
that many clients were worried of what the family, colleagues and
friends would think of them now that they were accused of commit-
ting a crime.'¥

No less than 81 percent of the interviewed firms agreed with the
following statement our firm tries to avoid doing business with firms
that evade taxes."** It is obvious that firms do not want to be in-
volved with or support other firms that break the rules. Media cov-
erage is an influential factor and the alleged economic criminal may
be hit by severe economic damage. Studies show that larger enter-
prises are more likely to avoid doing business with tax evading firms
than smaller ones.'*

139. Conclusions from a survey directed to the crime preventing public agencies. See
Korsell, L. 2002. Cf. Levi, M (2001) What Works in Combating White-Collar Crime: Some
Reflections. In: White-Collar Crime Research. Old Views and Future Potentials. Lectures and
Papers from a Scandinavian Seminar. Lindgren, S.-A. (ed.).

140. Braithwaite, 1989; Fisse and Braithwaite, 1993.

141. Sigler and Murphy, 1988.

142. Lehtola and Paksula, 2000.

143. Mann, 1985.

144. RSV 2001:3. Foretagens synpunkter pd skattesystemet, skattefusket och skattemyn-
digheternas kontroll. Resultat fran en riksomfattande undersékning hosten 1999.

145. Ibid.
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It has been argued that the media should be used more systemat-
ically for the purpose of naming and shaming.'** For example, the
blacklists issued by OECD and FATF of tax havens that do not meet
the organisations” demands. Other, less far-reaching, approaches in-
clude sending the message that the risk of detection is high through
the media. It is important to send a message that the control is ef-
fiecient and that it normally entails convictions and heavy sentences.
Experiences from Denmark imply that the media approach works
primarily in the areas of insider trading and illegal price-fixing car-
tels.'*” It has been argued that it lies in the interests of the press to
write about the pillars of society when they are involved in insider
trading or crimes against the competition regulation. Furthermore,
the intiatiation of a preliminary inquiry against a firm always gets a
lot of attention.'*® This is an excellent opportunity for the authoriti-
es to describe how the electronic surveillance systems against insider
trading work as well as other control activities. Consequently, the
message of a high risk of detection is spread.

* Announcement of supervisory results

For many years now announcements of inspection reports and such
have been made as part of the food control in many countries. The
basic ideas behind these systems have been that it should be easier
for the consumers to choose and that the firms should increase the
quality of their activities.'*’

Denmark is one of the countries that has introduced such a sys-
tem. The general public can now ta del of the supervisory results of
restaurants and food stores as they are obliged to post the inspection
reports in full view on the premises."*

146. Braithwaite, 1989; Fisse and Braithwaite, 1993.

147. In Denmark penalties are imposed on competition limiting measures while in Sweden
only administrative sanctions can be used but penalties have been brought up for discussion.
Traditionally, the international legislation limiting competition can be found in the middle-of-
the-road of economic crime (see e.g. Slapper, G. and Tombs, S., 1999, Corporate Crime).

148. The keen interest is partly due to the SOK’s reputation as an “elite agency” as it
only investigates very important cases.

149. Livsmedelsverket (2002) Offentliggbrande av tillsynsresultat.

150. Ibid.
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Ultimatum

By issuing an ultimatum the government agencies can influence the
firms’ incentives to comply with the law and prevent cheats and fid-
dles. One example of this is the “Maine 200 Scheme” applied by the
U.S. authorities to prevent cheats and fiddles in the work place envi-
ronment. Based on the statistics of work-related injuries the 200
“worst” work places are identified and sent a letter to that extent.
They are given the ultimatum to cooperate with the agency to im-
prove the safety or the agency will impose measures on them. Should
they choose to collaborate they have to produce a written plan for
how to improve the work place environment and consequently im-
plement a range of measures to improve the self-regulation in order
to prevent fiddles, risks and cheats. The government agency controls
the plan and carries out an inspection. Firms that meet their under-
taking in this way are hence given the lowest level of inspection pri-
ority."!

This method is, however, not problem-free. Information based on
reports or other such information provided by the firms may lead to
reduced incentives to give correct reports. For example, one govern-
ment agency gave information to the media with data on firms with
the highest number of accidents in a certain area. The firms that
obeyed the law and reported all the accidents were thus put in a less
than favourable light than those firms that failed to report.'*

Rewards

Different actors can also be influenced to act in a certain way by the
means of rewards or benefits.

151. Gunningham and Johnstone, 1999. After two years of self-reporting the firms cited
14 times as many risks and six out of 10 businesses had reduced the frequency of injuries and
sickness. To which extent these effects can be attributed to the programme is, however, dis-
puted. It should be noted than the 200 worst firms do not in reality have to be the worst as
larger firms have a high absolute number of accidents.

152. From the Target Group Seminars.
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* Preferential certificates

One example of a preferential certificate is “The Stairway” of the
Customs Service previously mentioned.'"**** Firms that, in coopera-
tion with the Customs, quality assess their customs routines are eli-
gible for a certificate that entitle them to a higher level of service and
simplified customs handling.

The aim is that The Stairway will make it possible for firms to
save 20 percent of the costs of customs handling of imports and ex-
ports.””* There are advantages to be found also for the customs; sim-
plified handling and the release of control resources as well as the
reduction of cheats and fiddles.">* The agency can also get assistance
from the firms involved in The Stairway with information on new
products or routes, changes in the business community or other
events that are of importance to the customs’ work.'*®

* Differentiating fees

It has been argued in favour of reduced fees for firms that take the
initiative to implement quality assessment systems that correpond
with the legislator’s interests. For example, the environment author-
ity has argued that in the long run it might be motivated to introduce
stimulative measures that will make more firms implement environ-
mental management systems."”” The agency also promotes less fre-
quent inspections of firms with a well developped self-regulation
than of those with less developped self-regulation.'*®

Several local authorities have, in the environment area, imple-
mented differentiated supervisory fees. For example, the district of
Lerum has introduced three levels of fees depending on the object of
supervision. The fee is only collected when an inspection is carried

153. Tullverket: ”Steg for steg — vad ar servicetrappan?”

154. See Tullverket (2002) Gjorda och mdjliga besparingar i Servicetrappan.

155. Ibid.

156. Nielsen, D.-E. (2003) Servicetrappan. In: Korsell, L. Strategier mot ekobrotten.
Erfarenheter, metoder och teorier. Brottsforebyggande radet.

157. See SOU 2002:14.

158. Naturvardsverket Handbok 2001:4.
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out, thus there is no annual fee regulated in the environmental act.
The fee includes an inspection and a follow-up visit, but half the sum
is reimbursed if the agency finds that there is no need for a second
visit. If more inspections are needed the fee is consequently in-
creased. This system ensures that it is more profitable for firms to
comply with the legislation which may have been a contributing fac-
tor to the low number of repeat visits.'*’

From a fairness perspective this solution has, however, its draw-
backs as the fees vary according to district. This becomes particular-
ly evident for firms that operate in different districts and thus pay
different fees.

* Logos and other symbolic rewards

Another method involves symbolic rewards used to make firms im-
plement measures to prevent cheats and fiddles. One internationally
well-known approach is the US Occupational Safety and Health Ad-
ministration's Voluntary Protection Program (VPP) that rewards
voluntary efforts that go beyond the minimum standards provided
in the legislation.

The management draws up the program in cooperation with the
employees and the control agency. To be awarded “Star” status the
management has to produce and implement an efficient safety pro-
gramme that meets a specified number of criteria where the firm un-
dertake to

— plan and implement the programme

— produce a written programme and an environmental management
system

— carry out risk assessments

— take actions to correct and control

— implement courses in health and safety

— carry out evaluation of health and safety programme

159. Naturvardsverket Rapport 5267 March 2003 p.22.
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The programme enables the identification of individuals in charge
within the organisation. The employees agree to participate and as-
sist the management in securing a safe and healthy work place.''¢%
The advantages include positive publicity, increased motivation
for employees to work in concordance with safety aspects, reduced
costs due to fewer cases of accidents and ill-health, and a more effi-
cient and cost-efficient system to prevent cheats and fiddles."®!

160. Gunningham and Johnstone, 1999.

161. Ibid. The programme has been assessed a success by the control agency, e.g. the
number of days of sickness absence in the VPP firms is 25-92 % below the national mean
value. Whether this is a result of the VPP is, however, not certain as the firms in the pro-
gramme are selected according to their good statistics.






Conclusion

The working title of this handbook was “Right from Start to Fin-
ish”. Hopefully, the reader who has reached the conclusion shares
our views that control issues must have an impact all the way
through out the process; from the legislation to the actual service
and control activities. It should be possible to prevent cheats and fid-
dles in the formulation of regulations. In fact, it should start already
when the Government Offices draft committee's directives in order
to steer the utredningarna towards a legislation more immune to
cheats and fiddles. We have compiled the gathered experiences from
a number of areas on the importance of an overall perspective and
arranged them at three levels: the parliamentary and governmental
regulation and governance; the strategic work of the government
agencies; and the field activities of the government agencies. With a
more comprehensive view on control issues there will be more op-
portunities to reduce cheats and fiddles.

Another fundamental idea is that we have to a larger extent work
problem-oriented and focus on the preventive measures. Key to the
problem-oriented work is to find out what problems of cheats and
fiddles exist in different areas. By investigating the causes we can
also resort to the relevant measures. The problem-oriented approach
also includes evaluating the measures with the aim of obtaining the
maximum effect. An important part of the problem-oriented work
entails that the Government Offices increases the pressure on the
government agencies to produce and account for detailed informa-
tion on the frequency of cheats and fiddles.
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The preventive perspective lies at the theoretical basis of this
handbook. When working with control issues it is important to take
into account the theories of why we cheat or obey the rules as well
as how fiddles arise. This enables us to work methodically with the
preventive efforts.

Flexible regulation and control constitute one of the cornerstones
of this theory. The legislator takes into account the abilities of indi-
viduals and firms to obey the rules. The authorities are flexible in
htat they see the legislation as a guideline rather than unconditional
demands that have to be implemented immediately. We have re-
ferred to research that shows that the will to comply is influenced by
the confidence that individuals and firms have in the legislation and
the authorities. Confidence is generated through legitimate, unam-
biguous, and non-onerous rules; dialogue; and information and ser-
vice provision. The aim is rather to achieve a future rule compliance
than to punish previous transgressions.

Furthermore, sanctions are needed to prevent cheats and fiddles.
We have referred to research that shows that intervening measures
should be used only after other ’softer’ methods have failed. Flexible
regulation and control decreases the motives for cheating and fid-
dling but increases the incentives to obey the law.

The second cornerstone of this theoretical approach is situational
crime prevention, a definite model that legislators and government
agencies alike may apply to reduce the crime opportunities. The
starting point is that there are motives for cheating which is why it
is vital to make it more difficult to cheat, increase the risk of detec-
tion or implement one of the other situational measures. With the
situational prevention approach as the basis we have taken stock of
the extensive material available and furnished the legislators and au-
thorities with a tool bag of measures.

To conclude, we have in this book accounted for a number of the-
ories and we have tried to emphasize the preventive regulation and
control issues as well as the importance of problem-oriented ap-
proaches. Finally, this book includes manuals and checklists that can
be used as a direct support in the actual work to prevent cheats and

fiddles.
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8. Legislation

Manual 1. Legislator’s checklist

In the law-making process it is important to consider how the rules
affect the occurrence of cheats and fiddles and the authorities’ abili-
ties to efficiently carry out control.

Before new rules are implemented or existing ones are changed, a
consequence analysis should be performed. Such an analysis may in-
clude the following:'

I. What is the problem?

Which causes are cited? Are there other motives? How real are the
cited risks, errors, deficiencies and problems? What is fact and what
is conjecture?

Who are the interested parties demanding a change? Are there
conflicting interests?

What are the extent and structure of cheats and fiddles in the area
at issue?

What are the limitations to potential solutions? Are there already
rules in place that may be a part of the solution?

1. The checklist is based e.g. on the following documents: Reglers effekter for sma
foretag. — Hur gor man en konsekvensanalys? Naringsdepartementet. Stencil. Att styra
genom regler? Checklista for regelgivare, Statsrddsberedningen. Promemoria 1995:2 (revised
1998-06-30). 19 § forordningen (1996:882) om myndigheters drsredovisning m.m. Férordn-
ing (1998:1820) om sirskild konsekvensanalys av reglers effekter for sma foretags villkor.
SimPlex-forordningen. 14 och 15 §§ kommittéforordningen (1998:1474).
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Is the available information enough to make a decision or is fur-
ther investigation necessary? Should experts or consultants be called
in?

2. Is legislation necessary?

What will happen if nothing at all is done?

Which technological, financial, scientific, etc developments rele-
vant to the issue are expected within the near future? Will that in-
crease or reduce the problems? Will the problem solve itself over
time?

Are there alternatives to legislation such as information provision,
guidelines or self-regulation? Can customer participation, sector
measures, or actions from the labour market parties in any way solve
the problem satisfactorily?

What are the international experiences of solving similar prob-
lems?

Is it possible or appropriate with a reconstruction or abolition of
the existing regulation?

Are there international aspects, such as EU-imposed demands, to
be considered?

3. Can new regulation give rise to cheats and
fiddles?

Is there a risk that individuals or firms find it difficult to follow the
new rules or that the outcome turns bad?

Is there a risk of abuse? Can the rules be used for other purposes
than those intended?

Is there a risk that legislation may give rise to new problems that
are as important or even more so than the problems at issue?

How will the future rules interplay with other legislation in and
outside the area at issue?
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Will the rules influence the market and sector conditions in such
a way that cheats will arise?

4. How can cheats and fiddles be reduced with
new regulation?

Consider the analysis according to point 3. How should rules be de-
signed so as

e To strengthen the ability and creating the incentive to comply
with the law

e To reduce fiddles and make it more difficult to cheat

e To make it more risky to cheat and easier to discover fiddles

e To reduce the rewards of cheats and fiddles

e To counteract the justifications that facilitate cheats and fiddles.

Are the rules designed in such a way that they will reduce fiddles and
facilitate control?

Are there alternatives to the traditional government agency con-
trol (third party control, self-regulation)?

Will the rules be perceived as legitimate? Are there ways to in-
crease legitimacy, for example through contacts with business orga-
nizations?

How may we facilitate compliance by the means of guidelines,
general advice, and legislative language and structure?

How can compliance be made easier through information, educa-
tion, key informants training, handbook, agency services, etc?

5. Which administrative effects will be the result of
the regulation?

Does the regulation impose demands of information disclosure? Is
the solution adopted to ADP routines or other standardized meth-

ods?
Are specific handling rules necessary?
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Which control methods are needed (supervision, permits, exemp-
tion, inspector’s visits, audits, self-regulation)?

Which administrative control effects will the regulation have on
the supervisory agencies or other control functions?

How much time is needed for supervisory agencies or other con-
trol functions to adopt to the new rules?

How much resources are needed for implementation and control?

Is staff training necessary?

Is there a risk of interest conflicts with the implementation?

6. How will follow-up and evaluation be carried
out?
How, when, and who presents the follow-up?

What are the regulatory goals and to which extent are they
achieved?

In what way has the occurrence of cheats and fiddles developed
and in what way can it be reduced?

Manual 2. Checklist of risk indicators
in legislation

The list below has been compiled from a review of literature on dif-
ferent surveys of legislative effects.”

Onerous rules

Rules on waste management, recycling or other onerous rules will
lead to a certain number of instances of corporate law-breaking.
This is accomplished by disposing of the regulated products in an

2. The list is based on Government Regulations and their Unintended Consequences for
Crime: a Project to Develop Risk Indicators. Jill Dando Institute of Crime Science, London.
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unlawful way or by bribing officials in controlling positions. Orga-
nized crime “assist” firms looking for ways to evade the legislation.

Subsidies

The implementation of support systems, subsidies or other benefits
imply that there will always be firms that make sure that they meet
the necessary requirements, at least on paper, to be eligible for sub-
sidies. This is carried out by the means of false or misleading docu-
ments.

Taxes and duties on goods

Taxes and duties on goods entail that some corporations try to side-
step the rules. This can be accomplished by false or misleading doc-
uments or by the smuggling of merchandise from countries with a
lower pressure of taxation. Bribing officials are not unheard of and
the crimes, especially smuggling, are usually carried out in an orga-
nized fashion.

Rules that reduce the supply of goods or services

Prohibitions or restrictions lead to illegal manufacturing and sales
and smuggling. From a historic perspective organized crime has to a
large extent satisfied the market’s need by supplying prohibited
goods or services.

Change of control and crime prevention

If the control activities and crime prevention are increased in one
area there is always a risk that crime will move to other areas (dis-
placement) where the watchfulness of the authorities is lower. If con-
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trol and crime prevention is cut down there is, thus, a risk that crime
levels will rise.

Government agency authority

The government agencies possess a range of competencies, for exam-
ple, they may decide on permits, subsidies, taxation or duties. This
powerful position involves a risk of corruption as there will always
be actors trying to unlawfully influence the agencies.



2. Problem-oriented
control

In this manual we have divided the problem-orientated control
work, the cornerstone of this publication, into four sections as fol-
lows:

Problem picture

Problem and causal analysis

Identification of potential measures

¢ Assessment of measure alternatives and choice of measures

Each section contains one or more manuals to be used in practice.

Problem picture

Manual |. Identification of problem

Identification of problem is the basics in establishing:

¢ Control requirements

® Resource requirements

¢ Competence requirements
e Prioritising measures

Detailed information about the problems at issue is systematically
gathered and compiled. It is important that the material is catego-
rized and made clear in order to survey the situation.
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Information should ideally include:

1
2

0 N N

. Type of cheat or fiddle (the fiddle or cheat per se)
. Area (sector, type of benefit, taxation type, type of allowance, etc)

3.

Fiddle description (unaware fiddle, abuse, or crime; internal or
external fiddle)

. Extent of cheats and fiddles (enables summing-up of the total

number of cheats and fiddles and their distribution in different ar-
eas)

. Characteristics of firms, organisations or individuals cheating or

fiddling
(Business: size, type of firm, sub-contractor, previous record of
cheats and fiddles, etc. Individuals: gender, age, relapses in cheat-
ing, etc.)

. Harms (potential or real economic, physical, or social harm, etc.)
. Modus operandi (especially in relation to cheats)
. Circumstances enabling or facilitating cheats and fiddles (vague

rules, legal loopholes, deficient knowledge, unclear forms, insuf-
ficient control routines, etc)

How is the information obtained?

Information may be gathered from a host of sources. We may differ
between internal and external knowledge.> The former refers to the
knowledge that is provided by the agency. Outer knowledge refers
to information provided by sources outside the government agency
or organization.

Internal knowledge

Documentation of handling/inspections
Operational statistics and other statistics produced in-house
Interviews with employees

3. Torstensson and Wikstrom, 1993.
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e Self-evaluations and mappings

External knowledge

e Statistics produced externally

¢ Information from other government agencies

e Suggestions/tip-offs from others than agencies (individuals, firms,
interest groups, media, etc)

e External evaluations, mappings, and reports form universities or
other external actors

Points to keep in mind while gathering information

In order to make the information systematized and computer based*
certain demands are imposed on the handling of information, for ex-
ample

e Standardized use of definitions

¢ Standardized forms

e Standardized routines for documentation and report, checklists,
templates, etc.

Some information — for example, type of cheat or fiddle, character-
istics of cheating or fiddling individuals/firms - may be routinely
documented and adopted to computer-based processing. Other in-
formation — for example, modus operandi, circumstances enabling
or facilitating cheats and fiddles — is more difficult to document and
adopt in this way. One alternative is to work with templates of
rough chategorizations’ that are later supplemented with interviews
or document studies in order to get a more detailed picture.

4. For example, information may be entered and studied in statistical hardware such as
SPSS.

5. As regards circumstances enabling or facilitating cheats and fiddles these may be
divided into categories such as deficient information, regulatory deficiencies, insufficient
grounds for decision, etc.
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Representative sample

We know that that the actual number of cheats and fiddles is un-
known as only a small portion of the actual wrongdoings are discov-
ered. What is apprehended is largely dependent on priorities and
resources of control. This consequently influences the actual descrip-
tion of the problem. This may in part be remedied by working with
random controls.
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Problem and causal analysis

In the analysis stage the information is analyzed in order to obtain
as much knowledge as possible about the cheats and fiddles at issue
and the offenders, their motives and methods. It is especially impor-
tant to gain knowledge about which circumstances at the actual op-
portunity enabled the cheats and fiddles. Furthermore, the harms
resulting from different kinds of cheats and fiddles are analysed.

The analysis work can be divided into the following steps, each
constituting a manual:

e Problem analysis: summing-up and distinguishing patterns within
or between categories®

e Causal analysis, manual 3

¢ Risk assessment, manual 4

Manual 2. Problem analysis

Problem analysis categorizes the information obtained in the prob-
lem identification stage on an aggregated level.

Area Type Extent Carac- Modus Circum- Harms
teristics operan- stances
of cheat- | di en-
ers/ abling
fiddlers cheats/

fiddles
Type of
fiddle/
cheat
Type of
fiddle/
cheat

The analysis can be made more precise by dividing the different cat-
egories into sub-categories. This may also serve as the basis of a

6. This is built on the information obtained in the problem identification stage (see man-
ual 1 above)
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deeper causal analysis as the different types of cheats and fiddles are
connected to the circumstances that enabled them.

When it comes to priorities and measures it is especially important
to analyze and assess whether the causes can be referred to structural
problems, organized cheats or cheats reduced to a system by certain
actors.
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Manual 3. Causal analysis

Step |. Hierarchy analysis’

The hierarchy analysis aims at making the causal analysis practical.
This is achieved by distinguishing between three kinds of causes:

* Potential
e Plausible
e Easily influenced

In general, the potential causes are relatively numerous for a certain
category of cheats or fiddles. The plausible causes are fewer in num-
ber and the easily influenced® (at least in a short-term perspective)
make up a fairly low number. From a measures perspective it is the
easily influenced causes that are of most interest to the government
agency. This does not, however, lessen the importance of getting the
attention of the Government, Parliament and other government
agencies about the conditions that they may influence.’

Step 2. Pareto analysis'®

The pareto analysis is a method of separating between vital and triv-
ial causes to a problem. The basic idea is to investigate whether a few
causes make up for the major part of a problem. From a measures
perspective the analysis should be limited to the easily influenced
causes. The different steps of the pareto analysis can be given as fol-
lows:

7. The model derives from Premfors, 1989 p.58.

8. We may also mention variables that may be manipulated with, ie. variables that may
be influenced by a public agency (cf. Vedung, 1998). The easily influenced variables coincide
largely with situational factors.

9. BRA-rapport 2003:1(Report from the Swedish National Council for Crime Preven-
tion)

10. The analysis model is drawn from Socialstyrelsen (1995). Att utveckla kvalitet i
socialtjansten. En introduktion. SoS-rapport 1995:19 p. 56-57.
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1. Mapping of causes to a certain problem (this has already been car-
ried out if, as in this case, the hierarchy analysis was carried out
before the pareto analysis).

2. Assessment of the degree of importance, ie. how large a part of the
problem attributable to the respective causes.

3. Arranging the causes by degree of importance, if possible giving
the percentage of the explanatory ability of each factor.

4, Issuing a compiled description where both the most important
causes and the many trivial causes appear.

Thus, when proceeding to identifying measures and connecting them
with causes it is essential to concentrate on the important easily in-
fluenced causes.
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Manual 4. Risk assessment

Risk assessment is a method of ranking problems according to their
degree of severity. Risk assessment establishes a basis for prioritizing
counter-measures.

A risk may be defined as the probability that something negative
(in this context, cheats and fiddles) will occur (=threat) multiplied by
the harms. Thus, what this comes down to is trying to establish the
extent of different types of cheats and fiddles, the harms they cause,
and to combine them in an assessment and rank the different kinds
of cheats and fiddles in order of degree of severity.

A risk assessment may be carried out as follows:

Step |. Establishing the probability of different
kinds of cheats and fiddles

The probability assessment is dependent on the available informa-
tion, its quality, and how it is valued.

We will here account for three methods that a government agency
may use in order to establish the probability that different kinds of
cheats and fiddles will occur. These include the actual method of
problem description control-oriented method of problem descrip-
tion, and the activity-oriented method of problem description.

The actual method of problem description

This method gives us the probability of a certain kind of fiddle or
cheat by dividing the number of cheats or fiddles of a certain type in
a certain case or activity with the number of potential opportunities
to cheat or fiddle in that kind of case or activity.

The number of housing allowance cases where fiddles of type x discovered in 2002

The total number of housing allowance cases where fiddles of type x
could have occurred in 2002

The number of operations where environmental cheats of type y were discovered in 2002

The total number of operations where environmental cheats of type y
could have occurred in 2002
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In an ideal setting, this method gives a picture of the actual occur-
rence of cheats and fiddles. In real life, however, this method may be
difficult to apply as it often is difficult to estimate the potential num-
ber of opportunities to cheat and fiddle. Furthermore, the actual
number may vary between different kinds of cheats and fiddles be-
cause of priorities in the control activity which render the compari-
son between the different types of cheats and fiddles more difficult.

The control-oriented method of problem description

This method may provide us with the probability of a type of cheat
or fiddle (occurring) by dividing the number of controls within a cer-
tain case or activity where cheats and fiddles have been discovered,
with the total number of controls in the type of case or activity
where this kind of cheat or fiddle might have been discovered. For
example:

The number of controls of housing allowance where fiddles of the type x were discovered in
2002

The number of controls of housing allowances in 2002 where fiddles of the type x might have
been discovered

It is, however, not certain that this type of model says anything
about the actual number of cheats and fiddles and the distribution
of the different kinds of cheats and fiddles is dependent on whether
the control was random or not. If not, this method only tells us
about where the cheats and fiddles are most widespread, given the
framework set up for the control.

A similar, but less precise, measurement may be obtained by di-
viding the number of controls where a certain type of cheat or fiddle
has been discovered with the total number of controls performed by
the supervisory agency. One of the reasons to use such a measure-
ment may be that for certain types of cheats and fiddles it might be
difficult to identify the number of controls where this particular type
of cheat or fiddle could have been discovered.
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The activity-based method of problem description

The probability of a certain kind of cheat or fiddle can be obtained
by dividing it with the total number of discovered cheats or fiddles
within an agency’s area of activity. For example

The number of housing allowance cases where fiddle of type x were discovered in 2002

All discovered fiddles within the agency’s field of activities in 2002

The measurement does not, however, tell us anything about the ac-
tual number of cheats and fiddles and the distribution of types (if the
controls have not been randomly carried out in the whole the agen-
cy’s field of activities). But this does not mean that the measurement
is uninteresting in comparison to the other measurements. From an
activity and resource allocation perspective it is hard to ignore a cer-
tain type of cheat or fiddle makes up for a large number of the un-
covered cheats and fiddles.

Step 2. Make a ranking-list of the different kinds
of cheats and fiddles according to their
frequency

The ranking-list cannot be exact what is important is to go through
systematically and weigh the information against each other and
then proceed to discuss reasonable assessments. The advantage of
this method is that assessments are made in a conscious and seem-
ingly manner.

In ranking the different types of cheats and fiddles the following
measurements may be used:

3 high probability
2 fairly high probability
1 low probability
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Step 3. Listing harms that each type of cheat or
fiddle may give rise to

When listing the harms the starting point is the typical harm caused
by the different cheats and fiddles in this particular case. These may
include the following:

e Harms to life and health

e Economic harms (we may differentiate between direct and indi-
rect economic harms, e.g. unfair competition)

e Social harms (confidence and moral, elimination of a fair distribu-
tion of income among different groups, fear and insecurity, etc)

e Harms to the physical environment

Some of the harms may be estimated numerically (monetary, num-
ber of injured, etc) while others may be expressed in qualitative
terms. When summing up the economic harms of each type of cheat
or fiddle it is appropriate to give the average cost of each type.

As regards harms to life and health we have to not only consider
the actual deaths or injuries, but also take on board the health and
life hazards as it is common in some areas that hazardous actions, or
failure, are prohibited. It is thus important to perform a risk assess-
ment in the risk assessment. The probability of a harm leading to
death or personal injury occurring may, for instance, be obtained by
dividing the actual number of deaths and injuries caused by a certain
type of fiddle or cheat with the total number of reported opportuni-
ties to cheat or fiddle of the same kind. Proceeding from the quota
we may then divide the types of cheats or fiddles into groups of high,
fairly high, and low risk. However, health hazards may be more or
less serious which has to be taken on board as well in assessing the
consequences of the action on life and health.
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Step 4. Ranking injurious effects of each type of
cheat or fiddle in order of seriousness

The ranking of injurious effects in order of seriousness is made up of
three moment:

1. Ranking of cheats and fiddles in order of type of harm.

2. The different harms of each type of fiddle or cheat are put togeth-
er

3. The different types of fiddles and cheats are ranked in order of the
severity of the harms.

In the final ranking of different types of cheats and fiddles in order
of the severity of the harms, the following measurements may be
used

3 major harm
2 fairly large harm
1 minor harm

One problem in the ranking is that the different types of harms may
differ in importance. It is, therefore, essential to agree on the
grounds for assessment — for example, that life is more valuable
than health, that life and health are more valuable than economic
factors — and to take this into account in the final assessment.'!

Another judgement concerns the issue of whether the harms are a
result of unconscious or deliberate action and whether that action is
criminal or not. These are factors that should be taken on board
when discussing harms connected to confidence and moral. Here the
harms of cheats are more serious than those of fiddles and the harms
resulting from crime more serious than non-criminal cheats. This
presupposes, however, that the legislator has made a uniform assess-
ment, which is not always the case. Harms caused by negligence may
thus be as serious or even more serious than malicious acts.

11. There is a range of statistical methods which may be used for weighting.
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Step 5. Establishing the risk for each type of cheat
and fiddle and mutually ranking them

This is the final stage in the risk assessment process and here we mul-
tiply the probability of a certain type of cheat or fiddle occurring
(threat) with the ensuing harm. If we proceed from the rankings of
extent and harm the following risk values may be obtained:'*

Cheat type a: Threat (3) x harm (3
Cheat type b: Threat (2) x harm (3
Cheat type c: Threat (2) x harm (2) = risk factor 4
Cheat type d: Threat (3) x harm (1) = risk factor 3
Cheat type e: Threat (2) x harm (1) = risk factor 2
Cheat type f: Threat (1) x harm (1) = risk factor 2

) = risk factor 9
) = risk factor 6

These types of cheat may, if so desired, be divided into larger cate-
gories such as:"

e Low risk (cheat/fiddle with risk factors 1 and 2)

e Intermediate risk (cheat/fiddle with risk factors 3 and 4)
e High risk (cheat/fiddle with risk factor 6)

e Very high risk (cheat/fiddle with risk factor 9)

This model for risk assessment should not, however, be regarded as
anything else but a very rough sorting instrument.'* Nevertheless, it
gives a much better ground for decision than a more or less unmet-
hodical reasoning of which cheats and fiddles are the most pro-
blematic. It is all about using the available information in the best
possible way. To make this more lucid, the risk assessment may be
presented in a table.

12. There are evidently more possible combinations but the risk values remaine the same.

13. It should be emphasized that when we say high and very high risk this is related to
other types of cheats and fiddles. It may very well be that the actual risk is moderate in rela-
tion, for instance, to the overall number or cases where the cheat/fiddle in question only
makes up a fraction.

14. An alternative approach is to weigh the probability and the harm for each type of
cheat/fiddle and then make a definite risk assessment. We believe, however, that the above
mentioned method is easier to grasp and handle in a problem analysis that comprises an
entire sphere of activities. The former method is better suited to the analysis of separate pro-
cesses.
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Probability Harm Risk
(threat)
Cheat type 1 High (3) High (3) Very high (9)
Cheat type 2 Fairly high (2) High (3) High (6)
Cheat type 3 Fairly high (1) Fairly high (2) Low (2)
Cheat type 4 Low (1) High (3) Intermediate (3)

The risk assessment may be supplemented with an analysis trying to
establish whether the respective type of cheat and fiddle is expected
to increase in number, decrease, or remain at the same level given
unchanged agency actions. The most important piece of information
to such an assessment is the development of the previous years. How
has the extent of the different types of cheats or fiddles changed over
time? Is the trend upward, downward or invariable? Based on this it
is possible to predict the continued development. Furthermore, cir-
cumstances in the opportunity structure that might influence the de-
velopment should be taken into account, for example:

® Recent or imminent changes to a law that might have an impact
on the extent of the specific type of cheats/fiddles

® Economic cycles. Insolvency crime levels tend, for instance, to in-
crease in times of recession.

e Unemployment. High unemployment puts pressure on the bene-
fits systems and may also heighten undeclared work. Inactivity in-
creases the opportunities to commit certain crimes.

® Demographic factors that influence the inflow of cases.

e New technology that may affect the opportunities of cheats/fid-
dles.

e Changed trade conditions.

e Changes in other policy or society areas.

e Factors of legitimacy that influence individuals’ and firms’ will to
comply with rules.

The assessment of whether a certain type of cheat/fiddle is expected
to increase, decrease or remain unchanged should, however, not be
included in the regular risk assessment when establishing the risk
values. Predictions are always associated with deep insecurity and
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this would make the assessment even more imprecise and unwieldy.
The expected development may, however, be taken into account of
the final priority of measures.

Identification of potential measures

When identifying potential measures, priority should be given to the
types of cheats/fiddles judged most serious in the risk assessment. It
may also come into question to prioritize a certain type of cheat/fid-
dle even though it has a low or intermediate risk value if there are
signs that this type is expected to rise in an alarming way if no action
is taken. Furthermore, the search for potential measures should pri-
marily focus on actions that may influence the easily influenced and
important causes/circumstances identified in the causal analysis.

Manual 5. Identification of potential
measures

The identification of potential measures is a creative process, but it
is important to promote this creativity in an organized way.

Look for inspiration and ideas
Ideas and inspiration may come from a range of sources such as"’

e Experiences from attempts to solve this kind of problem else-
where (another country, another government agency or munici-
pality, the business community).

e Experiences from attempts to solve partly similar problems else-
where (analogy).

15. See e.g. Premfors, 1989.
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* Experiences and ideas from officials, inspectors, and others within
the organization.

Brainstorming

Another way to solve problem is by brainstorming. Put together a
group of four to twelve people with field knowledge to identify po-
tential measures. They should make an effort to produce a free flow
of ideas by observing the following basic rules:'®

¢ Avoid criticism.

¢ Welcome wild ideas.

The more ideas, the better.

Stimulate combinations of others’ ideas

Brainstorming is a group activity used to suggest a lot of ideas very
quickly before considering some of them more carefully. The most
important rule is to avoid criticism in the initial phase. It is obviously
important that notes are taken.

Design simple and appropriate descriptive catego-
ries of measures

It is important that the identified measures are classified into appro-
priate descriptive categories in order to obtain lucidity. We recom-
mend the previously mentioned matrix for situational prevention is
used as the starting point and the measures grouped as follows:

® Measures that reduce the risk of fiddles and make it more difficult
to cheat.
® Measures that make it more risky to cheat and easier to discover

fiddles.

e Measures that reduce the rewards of cheats and fiddles.

16. Premfors, 1989 p. 66-67.
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® Measures to counteract the justifications that facilitate cheats and

fiddles.

The measures included in the matrix may also be connected to dif-
ferent processes. This makes it easier to identify causal factors and
measures that may be of importance to more than one type of cheat/
fiddle. The design and implementation of these measures are, fur-
thermore, facilitated as it becomes easier to pinpoint those functions
and individuals within the organisation who will be responsible for
the implementation.
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Evaluation of measure alternatives
and choice of measures

The analysis of the evaluation and choice of measures may be made
more or less comprehensive dependent on the type and extent of the
measures. This includes everything from changing a single handling
routine to the alteration of important parts of the control operations
influencing the agency’s overall control policy.

When evaluating and choosing measures it is essential to assess
the measures from an efficiency and feasibility perspective. Efficien-
cy here refers to target satisfaction'” and financial efficiency.'® Ho-
wever, as we will show below, it may sometimes be necessary to
consider other factors as well.

Manual 6. Models of evaluation and
choice of measures

When evaluating and choosing measures the following should be
considered

* Expected target satisfaction (what can be achieved in relation to
the effort’s factual goal, ie. influencing the circumstances that may
reduce the occurrence of this type of cheat/fiddle).

¢ Potential side effects outside the target are (positive and negative)

e Costs of enforcing a measure.

e Administrative feasibility (financial and personnel resources, or-
ganizational requirements, etc).

e Customers (compliance costs, the legal rights of the individual, le-
gitimacy, etc).

17. The relation between set targets and the influence, effect, or result that is anticipated
with a certain measure/effort.

18. The relation between the result that the agency’s goals are expected to bring about
and what it might cost to achieve them (cost efficiency).
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A simple model of evaluation and choice of
measure

A quick and less resource-intense assessment may be carried out as
follows

1. Expected target satisfaction and potential side effects

This is a composed assessment of the expected target satisfaction
and potential side effects outside the target area. The assessment
may, as in the search for alternatives, be based on experiences col-
lected from the solving of similar problems and theoretical assump-
tions of factors influencing the actions of individuals or
organizations.'” The measures may then be divided into 1) less pro-
mising, 2) promising, and 3) very promising.

2. Costs of enforcing the measures

First, the costs are identified. Second, they are estimated, more or
less exactly, in monetary values. Third, based on the mean value of
the total cost for measures for the specific type of cheat/fiddle, they
may be divided into 3) moderately costly 2) average costly, and 1)
costly.

3. Put together the assessment of the target satisfaction/side effects
with the cost assessment
A combination may be performed as follows

Very promising (3) + Moderately costly (3) = potential (6).

Very promising (3) + Average costly (2) = potential (5) etc.

The measure’s potential may, thus, be found in the interval be-
tween 2-6. These may be further categorised into 3) large potential
(values 5 and 6), fairly large potential (values 3 and 4), and small po-
tential (value 2).

4. Consequences affecting customers
The consequential effect on customers should also be taken into ac-
count. Corporate/organisational compliance costs are usually divid-

19. This may include experiences from research in criminology and/or organisationsfor-
skning.
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ed into direct and indirect costs. Direct costs include inter alia single
adaptation costs, working expenses, and administrative adaptation
costs. Indirect costs include changes to the organisational/corporate
working methods resulting from increased directs costs, for instance,
investment decisions, competitive ability and implementation of in-
novations. Corporate/organisational advantages may be given as a
reduction of the above mentioned costs.

For the individual it is rather the aspect of time and his/hers legal
rights rather than the cost issue that are prominent.

The consequences of a measure for the consumer may be given a
numerical value, for example, ranging from -3 (low user friendli-
ness) to +3 (high user friendliness) where 0 is the status quo.

5. Administrative feasibility
It is not necessarily important how promising and/or costly a mea-
sure is if it is not administratively feasible. This includes economic
and personnel resources, competence, organizational requirements,
account of time for implementation of measure, etc. The measure
may be divided into 0) non-feasible, 1) low feasibility, 2) fairly fea-
sible and 3) high feasibility.

The above mentioned factors will have to be dealt with and dis-
cussed to which extent a certain measure is administratively feasible.

6. Choice of measure
How the choice or choice recommendation are made may vary ac-
cording to the alternatives available for the specific type of cheat/fid-
dle. To begin with, if many options are involved those with a low
feasibility may be weeded out. The remaining measures are then dis-
cussed and it is reasonable to assume that those with the greatest po-
tential will be the most interesting. It does not, however, rule out the
use of more than one measure in order to eliminate or reduce a cer-
tain type of cheat/fiddle.

Another approach involves the summing up of potential, user
friendliness, and administrative feasibility.

Yet another alternative is the rule of thumb known as dual alter-
native comparisons. Given a range of options such as A, B, C, etc the
idea is to first systematically compare A to B as regards all the im-
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portant criteria and effects. Then the best option of these two is com-
pared to C and so forth until the final alternative has been reached.*
This method may also be used to distinguish between options that
obtained similar values in the numerical model.

Independent of the choice of model for evaluation and choice/rec-
ommendation of measure, the assessment should be carried out by a
group of 6-8 people. The group should be a representative sample of
the agency at issue and include employees from different depart-
ments/levels. This is important for the ability to judge the assessment
of the identified measures. To reach a consensus on this matter the
following four-step approach may be used:

1. Present the individual assessments of each sub criteria as well as
the mean value of the individual assessments.

2. Identify the respective points of convergence and divergence be-
tween the participants’ opinions.

3. Discuss the background to the differences in the assessment.

4. Try to reach a consensus, possibly by reviewing certain criteria.

Financial models

When time and resources are available or when extensive measures
are involved, financial models may be used in evaluation and choice
of measure.

Cost-benefit analysis
Given that the alternatives have been identified the analysis is carried
out as follows:

1. Mapping and quantification of all relevant effects. Non-measur-
able effects should be described.

2. The effects are translated into money and discounted. In order to
make a comparison of benefits and costs they should, if it is pos-
sible to perform acceptable assessments, be expressed in economic

20. Premfors, 1989 p. 102.
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values. Effects that may not be described in economical terms, but
may be measured in other units or simply described, should also
be presented. Discounting refers to the action when future effects
are translated into the current market value. This is easily
achieved through equaling the discount rate with the safe interest
rates in state bonds or market interest, ie. the interest that the state
or local authorities pay on loans in the credit market.

3. The alternatives are compared and given priority in order of net
proceeds/revenues. To obtain the net value the annual net profit
is discounted to the current year. Among the potential measures
the one that gives the highest net value should in principle be cho-
sen.

4. Sensitivity analysis. When the assessment of benefits and costs is
highly dependent on specific suppositions it is very important to
perform a sensitivity analysis. In such an analysis the suppositions
or values of the most important variables are deliberately altered
in order to establish how stable the results of the cost-benefit anal-
ysis really are. The sensitivity analysis also makes it easier to esti-
mate the point when a suggested measures is no longer feasible.?!!

Cost-efficiency analysis

As the cost-benefit analysis this analysis aims at finding the best op-
tion through quantitative comparisons. The main difference lies in
that the cost-efficiency analysis only translates the costs into money.
Regarding the proceeds/revenues other, non-monetary, quantitative
efficiency measurements adopted to the analyzed activities. General-
ly, this comparison is expressed by means of a quota of cost and the
achievement at issue. One of the advantages of the cost-efficiency
approach is that the often very difficult monetary process in the tra-
ditional cost-benefit analysis may be avoided. One of the drawbacks
is that this analysis limits the opportunities of comparison. In a cost-
efficiency analysis the emphasis is on one type of benefit, ie. the in-
tended result of the measure, and others are disregarded. If the se-

21. Generaldirektoratet for niringsliv (GD Naringsliv) (2002). Pilotprojekt om kon-
sekvensanalyser for foretagen. Slutrapport. Erfarenbeter och framtida utveckling. Mars
2002.
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lected benefit is not the predominant part of the alternative measures
the priority list may be of a limited value or even misleading. This
method is, thus, most appropriate for a narrowly defined area with
the same or similar effects.”

22. 1Ibid and Premfors, 1989.
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Manual |. Identification and

suggestions of quality enhancing

measures?>

Generally speaking cheats and fiddles occur because of deficiencies
in the applied process. This in turn leads to deficiencies in quality
which in turn give rise to

¢ Increased costs of maintaining the process
® Increased costs of searching for and remedy errors
¢ Reduced customer/citizen satisfaction

*Cost increase

Process deficiency | Quality deficiency —® *Reduced customer satisfaction
*Reduced employee satisfaction

A few examples of phenomena characteristic of deficient processes:

e The process has neither been documented nor communicated
e Vague roles, neither documented nor communicated
e Key figures of continuous follow-up are missing

23. This manual is developed by consultant Peter Nilsson, Indicio IT Management.
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Process deficiencies — deficiencies in quality

It is important, to the effort of minimizing cheats and fiddles, to
identify and tackle the cause of the problem and not only the conse-
quences. It is, furthermore, essential to adopt a problem-orientated
approach to preventive measures.

The starting point is that it is the deficiencies in the process, or the
control of said process, that is at the root of the problem and accord-
ingly may lead to cheats. Process deficiencies lead to quality deficien-
cies which in turn result in costs of quality. Quality deficient
processes, thus, affect both the customer/citizen and the process
owner.

Preventing or reducing quality deficiencies

The following is a description of the steps that are important to fol-
low in order to methodically tackle quality deficiencies in processes.

Identify the problem(s)

Step |
The first step involves identifying which areas of the organisation
are suffering from deficient processes.

Step 2
Define and map those processes suffering from quality deficiencies.

Step 3
Identify which actors or instances that are affected by the identified
deficient processes.
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Analyse the causes

Step 4
Categorize the identified deficiencies and identify the primary causes
for each group.

Step 5
Synthesis of identified deficiencies and causes — synthesis of quality
deficiencies.

At primary cause level it is easier to distinguish:

e Connection between different problems/quality deficiencies
¢ That a number of problems/quality deficiencies deriving from the
same primary cause.

This step gives the prerequisites of the continued work to prevent
and remedy quality deficiencies. The work starts at primary cause
level.

Formulate proposal of measures

Step 6

This steps aims at established the time frame needed for correction
of errors/quality deficiencies. Thanks to the information gathered
during the previous steps it is easier to estimate the necessary re-
sources in the form of the estimated time needed to straightening out
the processes at issue.

Step 7

Based on the gathered information on quality deficiencies and their
primary causes, we may make suggestions of how to improve pro-
cesses. Here it is important that the altered process gives good op-
portunities for different kinds of control which should be made clear
in step 9 of the control scheme. The suggestions should also take into
account the expressed goals or levels desired for when it comes to

e Costs
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e Customer/citizen satisfaction
e Employee satisfaction

Step 8
Analysis of quality deficiencies — Identification of consequences con-
nected with the different improvement measures. Establish key fig-
ures for follow-up. Focus lies on identifying how the suggested
measures will affect the target. The analysis of quality deficiency is
a key factor in securing that the desired results are met.

The analysis of quality deficiencies should give the following
facts:

e Financial consequences

® Qualitative consequences

Key figures for governance and follow-up

Identification of necessary decisions to achieve the set goals
— Establish/develop new processes

— Altered/new work descriptions

Here we get to the point where

e New and quality assessed processes have been developed to re-
place the deficient ones

e Decisions on implementation of new or altered processes may be
made

* Implementation or alteration of processes may commence

To follow up and evaluate the selected measures

Step 9
A control scheme or control strategy is established for by

e Measuring and controlling the quality in the altered processes
e Following up compliance with the set goals
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Manual 2. Benchmarking”

This method aims at systematic comparison with leading actors in

an area. Benchmarking is also used to establish good practice in the

area of development.
This method may be characterized as follows

¢ [t is continuous process

e Comparisons are based on measurements

e It is not only the end product that is emphasized, working meth-
ods and processes are equally important

e Comparisons are made with the best in or outside the organiza-
tion’s sector.

Step I. Choose an area in need of development
and improvement

First, the area or process that needs improvement is identified. This
may be accomplished in the following ways

1. It is obvious to the government agency.

2. Criticism from external inspectors and observers (government,
audits, the media, etc.)

3. The agency has consulted its target groups on what they think
about the agency and its operations.

4. External governing factors that in one way or another will influ-
ence the agency’s future operations.

5. New conditions and requirements pertaining to the activity might
have arisen.

The projects or processes selected for the benchmarking process
should be limited in numbers. Otherwise there is a risk that the ex-
pected improvements are not met at the final stage of the process.

24. This is the abridged version of the National Audit Office document RRV (1996:35).
Benchmarking — att effektivisera genom jamférelser (Benchmarking — Rendering more effec-
tive through comparisons).
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Step 2. Map the selected area

The mapping of the area selected in step 1 above may be carried out
as follows:

1. Identify the different phases of the process selected for bench-
marking. For the mapping of the different stages of the operation,
flow charts, pictures, and diagrams are recommended. Another
tip is to think in terms of process chains with pronounced inter-
mediate and end achievements.

2. Write down the requirements and demands, connected to the ac-
tivity and indirectly the selected process.

Step 3. Compile measurements for the selected
area

Choose the measurement or aspect that will be used in comparisons.
Measurements may be quantitative as well as qualitative. In general,
it is the combination of the two measurements that best reflect real
life. However, the choice of measurement is ultimately dependent of
what kind of information is desired.

Step 4. Look for good examples and make
contacts

This step is about finding a partner for comparison that engages in
a similar type of activity rather than organisations or corporations
that resemble your own.

Internal benchmarking

This method entails finding a partner for comparison involved in a
similar type of activity within the organization. Here the size of the
organization does matter. If the organisation is composed of several
units or departments with comparable processes and organizational
functions, internal benchmarking may be a good method of develop-
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ment. The Swedish National Tax Board and the National Social In-
surance Board are examples of big agencies where the opportunities
to do internal benchmarking should be good.

¢ The advantages of internal benchmarking may be given as fol-
lows:

e The access to comprehensive information should be good.

e Less time and effort is needed to seek acceptance with the bench-
marking partner. The process may thus be implemented faster.

e It provides opportunities of discovering differences of interest in
the organization.

e It may serve as the basis for external benchmarking.

External benchmarking
In external benchmarking the partner is obviously found outside the
organization and it is of less importance whether the selected partner
is active in the same area. The focus lies instead on finding the best
and most efficient work processes.

The main advantage of external benchmarking is that it enhances
the possibilities of finding new approaches, suggestions and ideas.

How to find a good benchmarking partner

e Make an inventory of your contacts.
e Contact interest groups and organizations, in business and the
public sector.

Contact bodies with a good overview of government agencies and
organizations, for example the Swedish National Audit Office, the
Swedish National Financial Management Authority, the National
Council for Quality and Development, and the Swedish Agency for
Public Management. The National Financial Management Authori-
ty’s EA evaluation may prove a useful tool.

¢ Contact the Swedish Institute for Quality Development for a gen-
eral view of the private sector.

¢ Go through the appropriation directions of other agencies and the
Official Year-Book.
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Step 5. Compare with each other

Now it is time for the actual comparison - to gather and exchange
information. It is important to verify that the information is correct.
Benchmarking may be described as a mutual information exchange,
a matter of confidence, and a matter of giving and receiving. It is
thus important to keep the following in mind:

® Do not ask questions that you yourself are not prepared to an-
swer.

e Avoid subjects that are delicate or may bring conflict.

e Try to promote a mutual interest for the benchmarking study.

® Be honest and avoid misunderstandings.

* Do not withhold pieces of information — put your cards on the ta-

ble

Step 6. Analyse the differences in method of
working and achievements

The analysis may look a bit different depending on whether the com-
parisons are mainly qualitative assessments and descriptions or
whether they are quantitative measurements. The analysis may be
performed as follows

1. Identify potential gaps between your organization and the bench-
marking partner.

2. Analyse how large a part of the differences can be referred to non-
comparable factors (monetary and personnel, organizational size,
external factors the organization has no control of, cultural differ-
ences, etc).

3. If the gap is negative after this analysis there is a relatively obvious
development potential. If it is positive, this may mean that you
have compared yourself to the wrong organization (maybe it was
not as good as initially thought).



Manual 2. Benchmarking 265

Step 7. Initiate the alteration work and set new
and challenging goals

Based on the results of the benchmarking process the work towards
change may be initiated and future goals set up. Independent of how
the actual work is carried out is it important that those actually con-
cerned by the potential organizational changes participate and work
out tangible proposals of changes and working methods in the pro-
cess.

The new goals that resulted from the benchmarking should be op-
erative and give clear signals to the organisation as to what and how
is needed to achieve the goals. Furthermore, the goals should not be
set too high even if the benchmarking method does prescribe that the
level aimed at is that of “best practice standards”. It may be perhaps
that in some situations it is sufficient to be the runner-up. One pos-
sible approach may be to set up goals for each stage and accordingly
reduce the distance to the benchmarking partner step-by-step. What
is important when benchmarking is to try to attain the level that en-
tails significant improvements of the operations.
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Manual 3. Commission and use of
evaluations

This manual aims mainly at making the orderer of evaluations aware
of some aspects which in the end may enhance the evaluation’s us-
ability. The advise given may be summarized by the words “think
before you act!”.

Step I. Why evaluate and how use the results?

Three main purposes of evaluation are often given prominence in the
literature; control, promotion, and knowledge development.” In
real life it is, however, not unusual that they intertwine.

Control

With control as the purpose the main focus of the evaluation is on
principal review of the outcome of a certain activity. The control
may, for example, include?

® QOutcome — Has the effort lead to the intended result? What side
effects have arisen?

e Coverage — Are the actual and intended addressees the same?

® Achievements — What achievements are made? Do they meet the
expectations? Do they correspond to the need?

e Costs — Is the money being spent in a sensible way? Does the ex-
penditure stay within the set appropriation framework?

e Legality — Is the effort compatible with the legislation and the de-
mand for protection of the legal rights of the individual?

25. See for example Vedung, 1998; Statskontoret 2001:22; Eriksson, B. and Karlsson, P.-
A. (1998). Utvirdera bittre. For kvalitetsutvveckling i socialtjansten och Karlsson, O.
(1999). Utvirdering — mer 4n metod. En éversikt. AJOUR. En serie kunskapséversikter fran
Svenska kommunférbundet nr 3.

26. Vedung, 1998 p.98.
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Promote and improve

Evaluation for promotional purposes aims at improving the work
functions that are being reviewed. Is the work going as planned? Can
it work be improved? The purpose is to locate brake blocks and re-
move obstacles to developing the activity. For the purpose of promo-
tion the evaluation is aimed at the staff concerned as opposed to the
controlling evaluation which is aimed at a superior employer.

Knowledge development and critical review
When the aim is development of knowledge the purpose of evalua-
tion is primarily to gain better knowledge about a policy or activity
area. This is mainly focused on increasing the understanding of an
area or identifying potential problems. What can be learned? Whose
interests are met? Who stands to gain or loose?

Whatever the aim of a certain evaluation, it is usually connected
to the level in the political/organizational chain of management
where it was initiated.

Step 2. What should be evaluated?

It is important to make concrete what should be evaluated. What
kind of knowledge of the evaluation object is looked for?

It is important to form a picture of what should be evaluated be-
fore deciding on the focus of the evaluation and what questions, as-
pects or problems that should be observed. This may be obtained by
constructing a model of reasoning of the main components.*”

A usual form of general reasoning model for evaluation contains
the components goal, process, and result. The model may be supple-
mented by focusing on such frameworks and conditions that decide
what is possible to do in a given situation and what may not be
changed in the short-term. Changes in society that may influence the
evaluation object are usually indicated.?**®

27. Karlsson, 1999 p.36.
28. Ibid.
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Model of reasoning for the evaluation object

Figur (uppifran o ner, fr v t h)
Changes in society
Frameworks and requirements
Goal, Process, Result

For each definition of the definitions in the model above it is possible
to make a list of the aspects that you want to know more about and
around which to formulate the evaluation questions and the aim and
direction of the evaluation.

As regards the direction of evaluations we may differ between ef-
fect evaluations and process evaluations. The former focuses on the
activity outcome or effort, while the latter emphasizes the implemen-
tation.” From a methods perspective the process evaluation in con-
nected to the qualitative method and the effect evaluation to the
quantitative method.*

Qualitative method Quantitative method

— Dimensions of quality — Measurement of quality

— Processes — Results

— Course of development — Effects

— Alterations — Descriptions of conditions

Step 3. How should the evaluation be organized?

Who should perform the evaluation?

There are two options to chose from, self-evaluation and external
evaluation. Self-evaluation is performed by the party concerned
while external evaluation is carried out by someone from the out-
side.

29. It is not uncommon for these two approaches to coincide as the assessment of effects
often presupposes an assessment or understanding of the implementation.

30. Westlund, P. and others (1995) Att utveckla kvalitet i socialtjansten. En introduktion.
Socialstyrelsen, SoS-rapport 1995:19.
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The following advantages and disadvantages of internal and ex-
ternal evaluation may be given as follows.*!

Internal
Evaluation

External
Evaluation

Advantages Disadvantages
1. Less time-consuming 1. Difficult to differentiate between roles
2. The evaluator is familiar with the issue such
as employee and evaluator.

and aware of the intentions. 2. The risk of overlooking or defusing failures
3. The evaluator is familiar with the and over-emphasizing success.

activities, language, and specific conditions.3. Entails a poorer distribution of results to
4. The evaluator can give a profound external interested parties.

elucidation of the events. 4. Less potent in creating new ideas.

5. The evaluation results in feedback and 5. The evaluation is given less importance in a

training as the user is the same person/  situation of conflict.

organization. 6. Deficiencies in experience of evaluation
work, reporting, etc.

1. Comprehensive elucidation — no ties to 1. More time-consuming.

the organization. 2. Poor knowledge about the activities.

2. May keep a distance to the events and 3. Lack of commitment to the underlying ideas.

3. Entails a better distribution of results to4. Difficulties to adopt the results into practice.

external interested parties. (poor local legitimacy).

4. Better at generating new ideas. 5. Does not contribute to enhancing the

5. Probably more important in a situation in-house competence in evaluation issues.

of conflict.

6. The evaluator has expert knowledge in research- and survey methods, reporting, and

distribution of results.

It is of the utmost importance that the evaluator has the required
competence. Otherwise there is a risk that the evaluation is not put
to use as it cannot produce knowledge regarded as reliable or rele-
vant to the user.

The following examples may serve as guidelines for when to
use internal or external evaluation.*

Internal evaluation

® Make a small-scale pilot scheme on an agency that has not yet
tried out instruments of governance.

e Investigating whether the execution of a measure is going as
planned, if the implementation is going smoothly or whether
problems have been run into.

31. See Vedung, 1998 p. 108-109 and Karlsson, 1999 p. 64.
32. See Vedung, 1998 p.110.
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External evaluation

This is the obvious choice in situations where an external higher
level needs evaluation for the purpose of control.

Experimental work on a small scale with yet to be tested instru-
ments of governance that will be implemented nationally should
be evaluated externally (this was made, for instance, when the
Swedish State-controlled company for the sales of wines and spir-
its decided to be open on Saturdays).

If the purpose of a control within the agency is control, the eval-
uation should be performed at a level above those controlled.

External and internal evaluation

If the agency’s management need evaluations as a basis for the re-
location of resources within the agency, the evaluation may be
carried out both internally and externally. It seems most natural
that it is first carried out within the board or by its order. How-
ever, the parties concerned should be interviewed in the course of
the study and later on invited to express their views on the report.
The responsibility should lie at least on the level above the parties
concerned. Preferably, the evaluation should be conducted by
someone with high status and a good reputation. Another option
is to transfer the evaluation to someone from another unit in the
organization.
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Timing

e One of the requirements for an evaluation to be used in prac-
tice is that it has been adopted in time to the decision-mak-
ing processes and the information needs.*

e It may, however, be impossible to answer certain questions
at a certain point of time as sometimes it takes a while before
the desired effect manifests itself. Meanwhile, there are other
actions that may contribute to the grounds for decision. For
example, focusing on the intermediate results — achieve-
ments or effects that presumably preceded the desired end
result.*

e Internal evaluations of the promotional kind should be car-
ried out continuously. They are, however, especially impor-
tant at the early stages of the governance process and if the
chain of implementation is long.*

Assignment dialogue

e Extent and focus; the commissioner should emphasize the
expectations of what the evaluation is expected to elucidate.
The expectations serve as the basis for making the best pos-
sible use of time and resources.*

e Variables that may be manipulated; When making evalua-
tions of the promotional or controlling type, the orderer
should emphasize that evaluations should focus on the ex-
planatory factors that might be altered.””

e Access to information; At an early stage, those responsible
for the implementation of the evaluation should elucidate
which question may be answered and on which grounds in
order to create reasonable expectations of the outcome of
the analysis.*®

33. Statskontoret, 2001:22 p. 6.

34. Ibid.

35. Vedung, 1998 p.110.

36. Swedish Agency for Public Management, 2001:22 p. 13.
37. Vedung, 1998 p.230.

38. Ibid. p. 7.
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® Decision relevance; Questions that arise in the course of the eval-
uation and are relevant to the decision-making, should as far as
possible be included in the evaluation.

Step 4. Assessment work

The assessment is the main task of the evaluation. The evalua-
tion orderer should be familiar with the different grounds for
assessment to be able to precise which aim and direction an
evaluation should have.*

Analytically, the issue of assessment may be divided into
four sub issues:*

1. Identification of suitable value criteria that may be used in the as-
sessment and consequently selection of the criteria to be used.

2. Defining standards that identify criteria success and failure.

3. Defining the present state of activities as regards each criteria and
comparing with the standards of each criteria.

4. Summarizing the assessments of each criteria to produce a com-
prehensive assessment of the organizational value.

I. Which criteria should be used for assessment?
Vedung argues that there are five fundamental ways in which
to value public undertakings.*

a) Substance evaluation

Such an evaluation entails the factual appraisal of outcome, end
achievement, and administration without taking into account the
production costs. Potential criteria include

39.* Knowledge of the different grounds for assessment also facilitates the
interpretation and estimation of the evaluation outcome.

40.* Vedung, 1998 p.193.
41.* Tbid p. 194-208.
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Descriptive value criteria

1. Target satisfaction

2. User/customer requests, expectations, and quality criteria

3. Professional opinions on value and quality

4. Citizens requests, expectations, and value criteria

5. The goals, expectations, and quality criteria of all interested par-
ties

6. Target-free evaluation (any value criteria except achievement
goals)

Prescriptive value criteria

1. Contributions to the solution to the problem
2. The user’s (customer’s) needs

3. Equal distribution

4. Public interest

b) Measuring producitivity/Measurement of productivity

Productivity is a measurement of how much an actor achieves with
the use of a given amount of assets. It illustrates a certain organiza-
tional condition but does not take into account the effects of activity
on the outside world or its perception of said effects. For example

Handling of housing allowance
Total amount of minutes spent on handling the case

Unity cost in euro per application

Environmental inspection
Working hours per inspection

euro per inspection

d) Efficiency assessment
In an efficiency assessment the costs and the satisfaction of outcome
goal have to be taken into account. Thus, efficiency is equal to target
satisfaction per euro.
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Efficiency may be measured in two manners:

Cost-benefit analysis  the quota of the monetary values produced
by the Achievement (outcome effects in eu-
ro) and monetary costs of the achievement/
effort.

Cost-efficiency analysis the quota of the value of the effort outcome
effects in physical terms the effort costs in
euro

d) Evaluation of procedure and legitimacy
This includes values such as the legal rights of the individual, demo-
cratic aims, representative sample, etc.

e) Organisational strategy

This valuation strategy focuses on procedures to establish and apply
criteria and standards. This entail setting up institutes to handle the
evaluation. (The Swedish system of public inquiries where a range of
parties may participate and assess the effects of the public policy and
its results, may be seen as an organizational solution to the assess-
ment problem.)

2. What measurements should represent success and failure?
In order to assess productivity, efficiency, etc we need points of ref-
erence or objective values, for example

e The past

e Similar national activities

e Similar international activities

® Best practice (benchmarking)

e Degree of target satisfaction

e User expectation

e Demands and goals of interested parties
e Professional standards

e Minimum (the least acceptable standard)
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® Median values for local authorities, the whole country, etc.
e Optimum (measured standard in relation to optimum standard)

3. The complete assessment

The complete assessment entails a balance between a number
of criteria. What comes out of the complete assessment is thus
dependent on which standards and measurements that are tak-
en into account. For example*

e The operational goal was achieved to a higher degree than earlier,
but at higher costs when compared to similar international activ-
ities.

¢ The activities proved considerably less costly than before, but did
not meet user expectation or the demand for publicity.

e The operations generate more revenue/income than it cost, but
has a lower target satisfaction when compared to similar national
activities.

A frequently used approach is to compare the evaluation results
against a model of causal factors behind the decisions or activities to
be evaluated. When comparing the results with the model it is thus
possible to establish whether an operation has succeeded or failed in
achieving the desired goal.

If an operation has failed we may take a step further and
close in on the answer of why it failed. We may differ between
implementation failure and theory failure. Was the failure a re-
sult of poor implementation? Or was it because the supposi-
tions of how the operations were to function did not apply?
The former case deals with assessing whether the achievements
correspond with the operational purpose. The latter involves
explaining why the results were never met even though the
achievements were excellently performed.*

42. Statskontoret, 2001:22.
43. 1bid., p.10.






Appendix. Target group
seminars

|. Introduction

Five target group seminars were held with participants from
some twenty government agencies.* The purpose was to capture
the experiences of the different agencies of why cheats and fiddle
arise and obtain suggestions of improvements to reduce these prob-
lems.

2. Seminar results

Each seminar included an exercise where the participants were to
give reasons for why cheats and fiddles arise. The causes where then
divided into categories or primary causes. The exercise ended with a
discussion. The results were compiled in a synthesis and some of the
views are also included in the main text of this publication.

The following categories were identified and the primary causes
of cheats and fiddles may be attributed to deficiencies connected to

1. Process — Work flows and routines

44. The participating public agencies and organizations were the National Audit Office,
the Swedish Agency for Public Management, the Swedish National Financial Management
Authority, Parliamentary Ombudsmen, the Swedish Work Environment Authority, the
National Board of Fisheries, the National Food Administration, the Swedish Business Devel-
opment Agency, Socialforsikringsverket, the Swedish National Tax Board, the Swedish
National Labour Market Administration, the Swedish Association of Local Authorities, the
Swedish Customs Service, the Swedish Financial Supervisory Authority (financial control),
the County Administrative Board of Stockholm, the City of Stockholm (Environment divi-
sion and social services division), Ministry of Finance, Tillsynsutredningen, the Enforcement
Authority in Stockholm, and the Royal Institute of Technology (professor Sven Oven Hans-
son and postgraduate student Lars Lindblom).
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2.IT support, other support — Tools to efficiently carry out controls
and secure quality

. Governance — Governance of the agency and within the agency

4. Roles and responsibility — Definitions of attitudes and who does
what

5. Competence/education — Competence to execute efficient control

6. Regulation/regulatory regimes — The legislator’s possibilities to
perform and influence control

O8]

The diagram below illustrates the distribution between the different
categories. The scale states how many views were attributed to each
category at the seminars.

Diagram fr vt h
Process, IT support, other support, governance, roles and responsi-
bility, competence/education, regulation.

From this it follows, that individuals with comprehensive experience
of control issues in many government agencies consider that a com-
prehensive view should be adopted. Many factors are interconnected
and control cannot thus be discussed in a strictly narrow perspec-
tive.

Another interesting aspect is that governance plays a major role in
control. It is evident that management issues are vital in obtaining
an efficient control. Furthermore, it is important to underline the im-
portance of the employees’ competence to the control work.

To conclude, a number of commentaries from the seminar partic-
ipants will be accounted for under the respective category.

2.1 Process

e “Follow-up and control usually come second. The primary occu-
pation is after all to be in operation”.

e “Control is not top priority. It is difficult to integrate the control
into routine matters”.

e “Itis important with a control perspective on all processes”.
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“To prevent cheats and fiddles the emphasis should be on the ear-
ly stages of the process. Initially, this will demand more resources,
but there will be efficiency in the long run”.

“Working under pressure is often a source of cheats and fiddles as
lack of time leads to poor planning”.

“Government agencies have a lot to gain from recruiting a con-
troller to follow-up the operations”.

“It has become trendy to employ young university graduates.
Government agencies are not very good at taking advantage of the
knowledge that older employees have”.

2.2 IT support, other support

“There is too much manual handling”.

“The Country Administrative Board of Stockholm has experi-
enced that errors often occur in applications pertaining commer-
cial traffic. Language difficulties and cultural differences entailed
that the applications were often incomplete. A new routine was
then introduced whereby the agency gathered all the on behalf of
the applicant. This increased the quality of the application mate-
rial and resources that had previously been used to correct errors
could be used for other tasks”.

“Deficient documentation of routines is an impediment to knowl-
edge transference”.

“Technology is not applied satisfactorily. Implemented IT solu-
tions are not always activity-driven”.

“Lack of methods and tools for efficient control”.

“Competitors are important informers to agencies with control
functions”.

“The principle of public access to official records is a corner stone
of democracy and may also be used to document and distribute
information on irregularities. It is important to make public
cheats and fiddles in order to break an erring culture. Many errors
are, for instance, committed in connection with public procure-
ment”.
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2.3 Governance

“The Cabinet Offices’ governance works best when the agency
has a relationship with only one department. Agencies depending
on more than one department often upplever problems caused by
deficient governance”.

“The coordination between the department could be improved”.
“At agency level it is important that everyone knows the rules and
what is expected of them. Aid may include activity plans, follow-
ups and key figures.

“It is important to define responsibility and mandate. The ques-
tion is simply who is in control of what”.

“Politicians are not interested in control as it generates revenues
in the long run. This is why not enough resources are spent on
control”.

“Local authorities constitute a problem as they are supposed to
supervise their own operations. This does now work out very well
as there are conflicts of interest”.

“Opportunities to follow up are neglected in the design of that
which will be controlled”.

“Risk analysis is important in order to identify areas where the
risks are high and controls needed”.

2.4 Roles and responsibility

“There is a present trend towards less guidance and more control.
A restrictive attitude prevails and the government agencies act in
a more legalistic fashion. At a lower level, where the inspections
are carried out, the discretionary element is more frequent”.
“The agencies rarely report their suspicions. One of the reasons
for this is that the ensuing sanctions are perceived as too soft”.
“Lack of experience may lead to fear of decision-making”.

“The attitudes of citizens and firms to the existing rules. It is wide-
ly acceptable to break some of the rules”.
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2.5 Competenceleducation

“Lack of competence with managers and administrators when it
comes to control”.

“The rules are not always interpreted consistently within the gov-
ernment agency”.

“When young and insecure officials do not dare to make a deci-
sion, they instead order in unnecessary information to postpone
the decision”.

“The Government Offices have poor knowledge of the agencies’
operations which means that it is difficult to efficiently govern the
agencies”.

“The Government Offices renew personnel at a rapid pace. It is
not unusual to stay only one or two years. It is a major problem
that the staff turnover lay the collective memory in ruins. The sit-
uation has deteriorated even further since Sweden joined the EU
as the office is in fact undersized to tackle the task”.

“No training in methods of inspection is offered. Little work is
done to develop the methods of inspection work”.

“Lack of knowledge of the rules in the regulatees”.

2.6 Regulatory regimes

“An obstacle to the control work is the complexity of the rules
and directions”.

“There should be a legal definition of the term supervision”.
“Penalties for breaching a rule are not always stiff”.

“The EU has turned out to be a disaster to Swedish business as it
is mainly made up of small companies while the regulation is
aimed at larger corporations. Small companies find it difficult to
follow all the rules that are implemented. Thus, the rules should
to a larger extent be adopted to the targeted operation”.

“Many government agencies have a duty to report suspicions of
crime discovered in their respective areas of control. For the con-
fidence in the state governed by law it is, however, devastating



282 Management/activity development

with all the reports sitting around gathering dust in the offices of
police and prosecutor. Legislators should be more careful before
including a duty to report as resources to follow up the com-
plaints are rare to come by”.

“Vague ordinances, directions, and appropriation directions”.

e “Poorly implemented rules. Lack of acceptance of the rules with
the regulatees”.
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