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Government Al Readiness Index 2024 '; Government Al Readiness Index 2024 ‘;
F l l I L Botswana 38.16 35.14 30.23 49.12
u ra n I n gs Brazil 65.89 74.51 44.78 78.38
Brunei Darussalam 55.45 45.85 45.87 74.62
Technology Bulgaria 60.64 65.19 37.88 78.85
Country Total Sector
Burkina Faso 29.28 25.69 21.22 40.92
Afghanistan 16.92 8.27 22.46 20.05
Burundi 21.13 16.62 18.95 27.84
Albania 45.47 47.93 28.36 60.11
Cabo Verde 40.67 39.58 27.25 55.19
Algeria 39.06 31.68 33.26 52.24
Cambodia 36.63 29.18 29.31 51.40
Andorra 54.44 47.34 41.06 74.91
Cameroon 33.46 30.10 28.64 41.63
Angola 26.91 19.73 15.87 45.13
Canada 78.18 85.48 61.69 87.35
Antigua and Barbuda 41.61 30.68 30.66 63.49
Central African Republic 20.26 12.07 19.95 28.77
Argentina 56.40 64.65 37.09 67.47
Chad 22.66 20.94 18.22 28.82
Armenia 44,51 37.97 3291 62.66
Chile 63.19 70.75 44.11 74.71
Australia 76.45 86.18 56.26 86.90
China 72.01 72.90 62.95 80.18
Austria 72.84 78.37 56.56 83.57
Colombia 59.33 71.96 39.00 67.05
Azerbaijan 39.92 35.56 29.43 54.78
Comoros 26.65 17.22 23.75 38.97
Bahamas 42.03 31.49 30.40 64.21
Congo 25.12 22.40 22.71 30.24
Bahrain 54.33 45.62 37.61 79.76
Costa Rica 56.85 68.46 34.74 67.35
Bangladesh 47.12 58.52 26.26 56.59
Cote d'lvoire 34.69 31.15 26.10 46.81
Barbados 41.11 32.12 31.69 59.51
Croatia 51.62 40.86 39.72 74.28
Belarus 39.24 27.54 34.57 55.61
Cuba 42.43 51.55 26.76 49.00
Belgium 72.69 81.26 56.23 80.57
Cyprus 61.50 68.53 36.18 79.80
Belize 37.59 26.76 30.51 55.49
Czechia 70.23 76.45 49.50 84.74
Benin 42.97 59.92 24.30 44.68
Bhutan 38.78 34.02 25.58 56.73 . .
Democratic Republic of the Congo 22.10 17.96 15.99 32.34
Denmark 74.71 84.07 57.17 82.89
Bolivia (Plurinational State of) 33.08 22.43 22.92 53.89
Djibouti 35.19 23.13 32.84 49.61
Bosnia and Herzegovina 37.02 26.74 29.25 55.06
Dominican Republic 52.69 69.04 24.77 64.27
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Government Al Readiness Index 2024 L Government Al Readiness Index 2024 L
Ecuador 41.46 3427 29.31 60.79 Indonesia 65.85 79.86 48.06 69.64
Egypt 55.63 68.98 42.13 55.77 Iran (Islamic Republic of) 43.88 26.54 38.82 66.29
El Salvador 34.09 25.50 26.81 49.95 Iraq 20.91 32.60 35.87 54.25
Equatorial Guinea 27.09 19.28 25.68 36.31 Ireland 73.18 7547 58.13 85.95
Eritrea 22.20 8.30 23.07 35.22 Israel 74.52 79.30 61.53 82.74
Estonia 72.62 86.71 48.97 82.19 Italy 71.22 78.64 53.12 81.88
Eswatini 36.23 29.11 26.20 53.36 Jamaica 37.79 34.43 28.82 50.11
Ethiopia 38.34 51.46 21.57 41.98 Japan 75.75 80.31 57.96 88.98
Fiji 44.22 37.02 32.32 63.31 Jordan 61.57 74.92 42.64 67.14
Finland 76.48 84.86 60.86 83.73 Kazakhstan 51.41 54.75 33.54 65.93
France 79.36 85.29 63.53 89.25 Kenya 43.56 56.20 30.98 43.49
Gabon 34.15 25.45 27.77 49.22 Kiribati 34.45 30.85 26.96 45.55
Kuwait 51.26 46.49 36.93 70.36
Gambia (Republic of The) 26.95 23.25 19.67 37.92 Kyrgyzstan 36.55 34.68 24.49 50.49
Georgia 46.92 43.41 34.53 62.81
Germany 76.90 79.24 64.91 86.55 Lao People's Democratic Republic 36.08 28.10 28.79 51.36
Ghana 43.30 59.53 25.35 45.03 Latvia 61.87 74.46 35.72 75.43
Greece 57.70 50.66 46.55 75.88 Lebanon 46.67 51.04 40.48 48.48
Grenada 37.96 31.88 28.39 53.62 Lesotho 28.21 24.66 21.08 38.90
Guatemala 36.41 28.95 23.70 56.59 Liberia 23.12 16.58 20.89 31.90
Guinea 30.21 25.63 22.24 877 Libya 33.25 16.41 34.53 48.80
Guinea Bissau 25.71 14.65 20.46 42.01 Liechtenstein 55.91 43.70 49.19 74.83
Guyana 37.23 26.53 27.56 57.61 Lithuania 67.80 77.63 43.02 82.75
Haiti 20.06 752 18.61 34.04 Luxembourg 70.63 84.67 43.81 83.40
Honduras 29.83 24.72 21.77 43.01 Madagascar 28.80 25.30 21.19 39.92
Hungary 63.63 74.09 41.81 75.00 Malawi 29.32 27.85 23.79 36.32
Iceland 69.82 82.20 47.16 80.10 Malaysia 71.40 82.47 54.17 77.56
India 62.81 73.32 50.34 64.76 Maldives 31.43 33.71 17.22 43.36
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Government Al Readiness Index 2024 Government Al Readiness Index 2024 &

Mali 32.27 26.00 22.44 48.36 Portugal 70.93 79.47 52.49 80.83
Malta 63.64 75.86 39.89 75.18 Qatar 68.22 76.07 46.90 81.69
Marshall Islands 37.62 29.94 31.65 51.29 Republic of Korea 79.98 84.59 62.60 92.74
Mauritania 41.40 50.12 29.10 44,98

Republic of Moldova 56.03 69.38 29.94 68.79
Mauritius 53.94 65.31 32.71 63.81

Romania 58.08 69.25 40.41 64.58
Mexico 53.29 43.52 4227 74.07
Mongolia 42.36 36.94 26.78 63.36 Russian Federation 64.72 72.15 45.38 76.62
Montenegro 47.43 39.41 33.40 69.48 Rwanda 51.25 144 3030 >2.02
Morocco 41.78 34.82 36.70 53.82 Saint Kitts and Nevis 41.62 30.26 32.65 61.94
Mozambique 24.22 20.86 18.23 33.57 Saint Lucia 39.11 31.10 28.63 57.60
Myanmar 34.26 24.24 33.85 44.69
Namibia 33.28 28.56 2536 45.92 Saint Vincent and the Grenadines 36.65 29.30 28.11 52.55
Nepal 33.14 30.61 25.44 43.37 Samoa 37.16 31.82 27.41 52.26
Netherlands 77.23 84.58 60.12 87.00 San Marino 51.59 38.65 42.14 73.99
New Zealand 63.98 55.95 49.56 86.43 Sao Tome and Principe 29.63 24.82 23.69 40.39
Nicaragua 28.53 20.07 21.88 43.64 Saudi Arabia 72.36 80.72 52.92 83.43
Niger 25.74 24.22 17.15 35.87 Senegal 46.11 62.37 28.77 47.18
Nigeria 43.33 59.88 27.11 42.99 Serbia 58.49 69.88 38.22 67.35
North Macedonia 45.12 36.51 32.36 66.50 Seychelles 44.77 4141 36.81 56.09
Norway 76.12 86.38 56.28 85.70 Sierra Leone 25.34 21.96 17.72 36.33
Oman 62.91 69.61 41.29 77.84 Singapore 84.25 90.96 68.65 93.14
Pakistan 40.47 40.61 36.94 43.87 Slovakia 63.69 68.76 41.40 80.91
panama 44.39 35.79 26.97 70.41 Slovenia 65.85 77.48 43.32 76.76
Papua New Guinea 36.85 32.64 29.50 48.40 Solomon Islands 2.1 27.69 27.98 4245
Paraguay 39.54 36.90 23.15 58.56 Somalia 25.32 19.05 20.36 36.54
Peru 57.11 68.60 34.03 68.70 South Africa 52.91 54.30 39.15 65.28
Philippines 58.51 74.49 38.58 62.45 South Sudan 18.58 11.04 19.74 24.96
Poland 67.51 76.53 45.41 80.59 Spain 69.25 7458 5075 8243
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Government Al Readiness Index 2024 'E-: Government Al Readiness Index 2024 ﬁr

Sri Lanka 45.29 55.04 32.19 48.65 Uzbekistan 53.45 64.71 33.50 62.14
Vanuatu 39.04 34.44 30.85 51.82
State of Palestine 37.53 24.64 32.75 55.21
Sudan 24.63 13.32 24.29 36.28
Venezuela, Bolivarian Republic of 29.21 15.50 26.00 46.12
Suriname 36.87 25.79 27.84 56.99
Viet Nam 61.42 75.02 43.36 65.86
Sweden 75.40 80.60 63.45 82.16
Yemen 14.62 12.90 20.41 10.56
Switzerland 69.42 59.06 61.32 87.88
Zambia 41.87 60.78 23.22 41.63
Syrian Arab Republic 16.95 16.42 18.93 15.49 Zimbabwe 32.59 23.69 27.82 46.27
Taiwan 74.58 82.98 56.37 84.38
Tajikistan 36.72 51.05 19.79 39.31
Thailand 66.17 75.78 44.83 77.90
Timor-Leste 33.68 27.03 26.70 47.30
Togo 31.32 31.21 20.82 41.92
Tonga 38.63 31.75 34.89 49.25
Trinidad and Tobago 40.14 32.33 31.53 56.56
Tunisia 43.68 28.62 41.07 61.35
Tiirkiye 60.63 70.73 45.13 66.02
Turkmenistan 32.64 17.03 32.92 47.96
Uganda 34.63 35.57 22.23 46.10
Ukraine 60.57 73.42 41.93 66.37
United Arab Emirates 75.66 83.89 59.20 83.89

United Kingdom of Great Britain and

Northern Ireland 78.88 84.47 66.57 85.62
United Republic of Tanzania 35.08 36.64 20.98 47.62
United States of America 87.03 89.26 80.94 90.90
Uruguay 62.21 76.39 33.31 76.93

163_' I'NIINTN A1'17 ITN7WNNIM NI XKW1 ITIN7-11 77370 1l @ 162




Ranking Table
Global Innovation Index 2025 rankings
Gl rank Income Gl rank Income Countries are ranked by their Al capacity at the international level. This is
roup Region roup Region .
Economy Score Tank _rank Economy Score Tank _rank the fifth iteration of the Global Al Index, published on 19 September 2024.
1 Switzerland 660 1 71 Colombia 285 18
2 Sweden 626 2 2 72 Costa Rica 284 19
3 United States 61.7 3 1 73 Kuwait 282 49
4 Republic of Korea 600 4 1 74 Republic of Moldova 274 20
5 Singapore 599 5 2 75 Seychelles 272 50
6 United Kingdom 59.1 6 3 76 Tunisia 270 6
7 Finland 577 7 4 77 Argentina 26.8 21 &
8 Netherlands (Kingdom of the) 57.0 8 5 78 Mongolia 267 22 © © “a\é)
9 Denmark 569 9 6 79 Uzbekistan 265 7 o ) BN o & @
10 China 566 1 E 80 Peru 265 23 N \@a\‘\) AN e \,e\‘)\) < <
11 Germany 555 10 7 81 Kazakhstan 263 24 Overall s W © @0 o Scale Intensity
12 Japan 536 11 4 82 Panama 259 51
13 France 534 12 8 83 Jamaica 252 25
14 TIsrael 523 13 1 84 Barbados 251 52
15 Hong Kong, China 515 14 5 85 Belarus 251 26
16 Estonia 511 15 9 86 Egypt 247 8
17 Canada 511 16 87 Botswana 246 27
18 Ireland 504 17 88 Brunei Darussalam 245 53
19 Austria 50.1 18 89 Senegal 238 9
20 Norway 492 19 90 Lebanon 236 10
21 Belgium 485 20 91 Namibia 235 28
22 Australia 48.0 21 92 Bosnia and Herzegovina 234 29
23 Luxembourg 473 22 93 Srilanka 229 1N
24 Iceland 47.0 23 94 Azerbaijan 229 30 17
25 Cyprus 455 24 95 Cabo Verde 226 12 7
26 New Zealand 455 25 96 Kyrgyzstan 226 13
27 Malta 454 26 97 Dominican Republic 226 31
28 Italy 449 27 98 El Salvador 222 32
29 Spain 446 28 99 Pakistan 221 14
30 United Arab Emirates 442 29 100 Cambodia 220 15 15
31 Portugal 439 30 101 Ghana 219 16 8
32 Czech Republic 420 31 102 Kenya 214 17 9
33 Lithuania 408 32 103 Paraguay 214 33
34 Malaysia 406 2 104 Rwanda 211 1 10
35 Slovenia 401 33 105 Nigeria 211 18
36 Hungary 40.0 34 106 Bangladesh 21.0 19
37 Bulgaria 391 35 107 Nepal 202 20
38 India 38.2 1 108 Tajikistan 202 21
39 Poland 37.7 36 109 Lao People's Democratic Republic 200 22 16
40 Croatia 377 37 110 Céte d'Ivoire 197 23 12
41 Latvia 375 38 111 Bolivia (Plurinational State of) 19.6 24
42 Greece 374 39 112 Zambia 196 25
43 Tirkiye 372 3 113 Ecuador 195 34
44 Viet Nam 371 2 114 Trinidad and Tobago 193 54
45 Thailand 36.7 4 115 Algeria 189 35 18
46 Saudi Arabia 36.0 40 116 Cameroon 182 26 14
47 Slovakia 355 41 117 Togo 18.1 2 15
48 Qatar 346 42 118 Benin 17.8 27 16
49 Romania 343 43 119 Honduras 177 28
50 Philippines 336 3 120 Madagascar 176 3 17
51 Chile 331 44 121 United Republic of Tanzania 175 29 18
52 Brazil 329 5 122 Myanmar 173 30 17
53 Mauritius 325 6 1 123 Guatemala 171 36
54 Serbia 317 7 31 124 Uganda 171 4
55 Indonesia 313 8 12 125 Malawi 160 5
56 Georgia 31.2 9 7 126 Burkina Faso 15.9 6
57 Morocco 311 4 8 127 Burundi 15.8 7
58 Mexico 305 10 128 Mozambique 154 8
59 Armenia 305 1 129 Zimbabwe 154 31
60 Russian Federation 303 45 130 Nicaragua 154 32
61 South Africa 301 12 131 Mauritania 154 33 25
62 Bahrain 300 46 132 Lesotho 149 34 26
63 North Macedonia 298 13 133 Guinea 149 35 27
64 Montenegro 298 14 134 Ethiopia 144 9 28
65 Jordan 29.7 5 135 Mali 140 10 29
66 Ukraine 29.7 15 136 Venezuela (Bolivarian Republic of) 13.7
67 Albania 296 16 137 Congo 136 36 30
68 Uruguay 28.8 47 138 Angola 13.0 37 31
69 Oman 287 48 139 Niger 119 N 32
70 Iran (Islamic Republic of) 285 17
Low-income I sub-Saharan Africa Latin America and the Caribbean %
Lower middle-income Central and Southern Asia Northern America =)
Upper middle-income . South East Asia, East Asia, and Oceania . Europe g
High-Income Nothern Africa and Western Asia v
o
Note: The World Bank classified Venezuela (Bolivarian Republic of) as an upper-middle income economy until 2021 and has =
been unclassified since then due to the unavailability of data. <
Source: Global Innovation Index Database, WIPO, 2025. e
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Ethiopia

Overall Scale Intensity
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Paragraph fact supported

Human capital aligns with Al readiness

Al maturity mirrors broader innovation outputs

Cross-index alignment of Al innovation constructs

Business sophistication bridges education/research and commercialization
Business sophistication links to innovation outputs

Market dynamics align with business sophistication

Infrastructure alone is not a strong predictor across indexes
Datalinfrastructure is stronger when business capability is stronger
Data/infrastructure only moderately tracks innovation outputs

Data/infrastructure only moderately tracks Al innovation
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Overview of the development of Al solutions in public sector organisations

Summary

Developments in the field of artificial intelligence in recent years have
created significant new opportunities. Many Estonian public sector
organisations have started to develop, test and use innovative Al-based
solutions. The introduction of such solutions should help organisations to
better fulfil their tasks, including provide better quality services, make faster
decisions, reduce costs.

A joint audit is on course for completion in early 2026 in cooperation with
the twelve supreme audit institutions of EUROSALI, the objective of which is
to assess the readiness of the government sector to adopt Al solutions. The
National Audit Office participated in the joint audit and prepared an
overview to provide a picture of how Estonian public sector organisations
are developing and using Al solutions and what the main obstacles are in
this area.

According to the list of Al based solutions compiled by the Ministry of Justice
and Digital Affairs, 130 solutions have been developed in the public sector,
but this list does not give an overview of developments in recent years, and
experts believe that many of them are not Al solutions. Approximately 30
Al-based solutions have been created in the organisations that responded to
the survey of the National Audit Office. Most of these solutions are still
being tested and do not offer significant cost savings, better quality public
services or faster decision-making.

The main obstacles to the creation and introduction of Al solutions are:

e The development of Al solutions is hampered by a lack of awareness
among employees of the options offered by Al and its areas of
application. On the one hand, the development capacity is limited by the
lack of specific technical expertise, for example, the lack of a smart
customer from an Al perspective, whose involvement is necessary to
develop solutions. Nor do ideas or proposals for new solutions emerge in
organisations where the majority of staff have no knowledge of the
potential of using Al in their field.

e The creation of Al solutions is hindered by the poor quality of databases.
The survey carried out in the course of the overview showed that a
considerable number of organisations see data quality as an important
issue and are working to improve it. At the same time, the survey revealed
that as many as one-third of organisations are not actively engaged in
improving data quality, which in turn makes it difficult to develop and
implement Al solutions.

e The creation of Al solutions is hindered by the inability to cope with
regulatory restrictions. Difficulties mainly arise from data protection rules
that limit the use of personalised data both in the training and
implementation of Al solutions.

In order to create a better environment for the development of Al solutions,
the Ministry of Justice and Digital Affairs, which is leading the area, should
pay more attention to removing the obstacles to the development of
solutions. At the national level, it is necessary to support public authorities in

1 Overview by the National Audit Office Estonia to the Riigikogu, Tallinn, 30 May 202¢

185_' I'NIINTN A1'17 ITN7WNNIM NI XKW1 ITIN7-11 77370 1l

Overview of the development of Al solutions in public sector organisations

making the right choices in the legal environment, by developing guidance,
carrying out training, giving advice, etc. for this.

Organisations themselves must invest significantly more in improving data
quality and increasing knowledge to successfully implement Al solutions. In
the future, as solutions are developed and data volumes increase, appropriate
IT infrastructure solutions (i.e. hardware and software environments
supporting computing and software development) must be found to maximise
the performance and security of Al solutions.

In addition, organisations must assess whether their planned Al solution is
economically reasonable, i.e. whether it will help save costs, improve the
quality of public services or enable to make faster decisions.

Overview by the National Audit Office Estonia to the Riigikogu, Tallinn, 30 May 2025 2
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Artificial intelligence system —a
machine-based system that is
designed to operate with
varying levels of autonomy and
that may exhibit adaptiveness
after deployment, and that, for
explicit or implicit objectives,
infers, from the input it
receives, how to generate
outputs such as predictions,
content, recommendations, or
decisions that can influence
physical or virtual
environments.

Source: European Union Artificial
Intelligence Act

Al —a practical application
based on Al technologies, which
is based on a software
algorithm that is autonomous,
capable of learning and
performs tasks traditionally
performed by humans.

Source: kratid.ee

Generative Al — Al that can
generate original content (e.g.
text, images, video, sound or
software code) in response to a
user’s input or query.

Source: www.ibm.com

Overview by the National Audit Office Estonia to the Riigikogu, Tallinn, 30 May 2025

What is artificial intelligence (Al) and an
artificial intelligence solution?

1. Artificial intelligence is an area of theory and development of computer
systems that aims to create systems capable of performing tasks that
traditionally require human intelligence. An Al solution is based on a software
algorithm that is autonomous and capable of learning, and performs tasks
traditionally performed by humans.

2. The application of Al in public sector organisations allows them to make
policies more efficiently, deliver better services, make faster and better
decisions and free officials from routine tasks. Given the steady increase in the
costs of public sector organisations, it is important to invest in innovative
solutions that help make work more efficient and save resources.

3. Systems that process large amounts of information, but are not Al
solutions, are often erroneously presented as Al solutions. A key feature of Al
solutions is their learning capacity. If a system can analyse the data and
improve its performance on the basis of them, it can be considered a self-
learning system. However, if a system has fixed inputs and outputs, without
the ability to adapt the way it works, it is an automating process, not artificial
intelligence.

4. In Estonia, several public sector organisations have started developing Al-
based solutions on the initiative of the Ministry leading this area (the Ministry
of Economic Affairs and Communications until December 2024 and the
Ministry of Justice and Digital Affairs from January 2025). In Estonia, a solution
like this is also called kratt, a name inspired by folklore.!

5. According to the information of the Ministry of Justice and Digital Affairs,
the narrow Al is mostly used in Al applications. Narrow Al is able to solve one
narrow task and learn from its experience to solve the problem more
successfully, but cannot learn in the course of the activity what, for example,
the next tasks and problems might be.? In addition to narrow Al, generative Al,
which can create entirely new content — text, images or sound — is also
becoming increasingly common around the world (see Table 1).

1 Kratid.ee.
2 https://akit.cyber.ee.
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20 responding organisations

tl
S

hat have developed Al
olutions:

Ministry of Education and
Research
Ministry of Defence

Ministry of Economic Affairs
and Communications

Ministry of Finance
Ministry of the Interior
Ministry of Foreign Affairs
Land Board

Tax and Customs Board
Agricultural Registers and
Information Board
Rescue Board

Estonian Information
System Authority
Transport Administration
Environment Agency
Information Technology
Centre of the Ministry of
Environment

Government Office
Office of the Riigikogu

IT and Development Centre
of the Ministry of the
Interior

National Archives

Estonian Unemployment
Insurance Fund

Estonian Public

Broadcasti
Théor?uﬁﬁténgector
organisations that took
part in the survey have

developed around 30 Al

solutions that are
actively used

Table 1. Ways to categorise Al

Capacity ‘ Functionality Technology ‘
Narrow Al Reactive machines Machine learning
Limited Memory Deep Learning
Generative Al Theory of Mind Natural Language Processing
Robotics
Superintelligent Al Self-aware Al Computer Vision
Expert Systems

Source: National Audit Office, Understanding the different types of artificial intelligence

6. Although the description of an Al solution in the Al strategy meets the main
conditions of Al, several specialists interviewed in the audit questioned the Al
skills of several of the Al solutions listed in the kratid.ee list, i.e. mainly the
absence of the ability of an artificial intelligence solution to learn. From the
point of view of the organisation itself, such a solution may also be
appropriate and simplify work processes, but it is not an Al solution.

7. The National Audit Office (NAO) wanted to get an overview of the
development and use of Al solutions in public sector organisations: how many
such solutions are in use and what are the main obstacles to their creation.
For this purpose, the National Audit Office conducted a survey among
ministries and other major organisations. The National Audit Office sent the
questionnaire to 58 organisations and 48 organisations responded (see Table
4 for the characterisation of the overview). The results of the survey are
presented in the following chapters and the conclusions drawn from them.

How many Al solutions have been created?

8. There is currently no up-to-date and comprehensive overview of the state
of development and use of Al solutions. The overview is necessary to allow
organisations to share experiences and avoid developing duplicate solutions.

9. According to the list of Al solutions compiled by the Ministry of Justice and
Digital Affairs (kratid.ee), more than 130 solutions have been created in the
Estonian public sector or in cooperation with the public sector for different
purposes (see Figure 1), ranging from one-off ready-made solutions to
solutions that are still in active use or in progress. According to this list, a total
of 53 public sector organisations (35 of which are public authorities) have
created projects with an Al component to improve their work.?

3 https://www.kratid.ee/kasutuslood-kratid
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Examples of Al solutions

developed by the state

Figure 1. Al solutions described according to areas on the kratid.ee website
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10. The data of list of Al solutions of the Ministry of Justice and Digital Affairs
had not been updated for two to three years at the time of the audit, and
therefore there is no overview of developments in recent years. Updating the
list of Al solutions regularly is necessary to share information on Al solutions
already developed, to exchange know-how on Al development and to avoid
the development of duplicate solutions. The list also includes solutions that
have now been removed from use. At the time of preparation of the overview,
the Ministry of Economic Affairs and Communications, and later the Ministry
of Justice and Digital Affairs, were in the process of updating the list of Al
solutions.

11. According to the survey of the National Audit Office, 20 out of 48
organisations that responded to the survey have created Al-based solutions.
However, the total number of actively used solutions is less than 30. Examples
of the most common solutions include machine learning-based prediction
models, decision support and speech or image recognition solutions.

Al solutions developed so far

12. The solutions of organisations and the departments vary considerably due
to needs. There are more generic solutions (e.g. for transcribing text), more
specific solutions (e.g. supporting software development), or forecasting and
prediction models (e.g. the Tax and Customs Board has several models
supporting the detection of labour tax and VAT refund fraud) in use.

13. The survey of the National Audit Office revealed that the most common
solutions are machine learning solutions, including image and facial
recognition. Speech recognition, text search and transcription solutions have
been added to this in a couple of organisations. Al solutions are also used in
software development and text analysis (see Table 2).
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Table 2. Examples of the Al solutions of the observed organisations

Text, image or speech recognition

Surface monitoring — detection of field mowing
from satellite data (Agricultural Registers and
Information Board).

Prediction models

A data mining model for detecting VAT
refund fraud (Tax and Customs Board).

Chatbots

Burokratt (developed by the Estonian
Information System Authority, users
— Consumer Protection and Technical
Surveillance Authority, Tax and
Customs Board, Police and Border
Guard Board, etc.).

HANS — speech recognition and transcription
(Riigikogu).

Transcription solutions (Estonian Public
Broadcasting), including live subtitles and publicly
available transcripts of archived broadcasts.

A model for detecting labour tax fraud,
combined with existing rule-based
systems (Tax and Customs Board).

Vesta chatbot (previously used by the
National Library of Estonia).

Species identification software (Environment
Agency (KAUR), Information Technology Centre of
the Ministry of Environment (KEMIT)) — the system
calculates the abundance of species in a given area
using images collected by trail cameras. The
images are classified by artificial intelligence and
the abundance of species is then determined using
a random encounter model based on calculations.

Snow cover determination solution (KAUR, KEMIT)

Decision support OTT (Estonian
Unemployment Insurance Fund) —
summarises a specific client’s situation,
predicting the likelihood of finding
work in six months, the likelihood of
becoming unemployed again and the
factors that have the greatest impact.

monitoring.

— determination of snow cover during weather

Library of Estonia).

Marta — automatic tagging of articles (National

contraband (Tax and Customs Board).

Classification of customs x-ray images to detect

Burokratt is a chatbot that an
organisation can integrate, e.g.
in the organisation’s website or
application, to make its work
easier.

Source: biirokratt.ee

The most widely used Al
solution is Burokratt

Reusable Al component — the
base component of an Al-based
solution, which can be reused
free of charge and further
developed according to the
needs of all public and private
stakeholders.

Source: White Paper on Data and
Artificial Intelligence 2024-2030

GitHub — a web hosting service
for IT projects with jointly
developed version
management.

Source: Data Protection and
Information Security Portal AKIT
(https://akit.cyber.ee/)

Source: Survey by the National Audit Office

14. The survey revealed that the most common tool used by organisations is
Burokratt, developed by the Estonian Information System Authority (RIA).
Blrokratt is an Al-based communication channel between an organisation and
a client. The success of Biirokratt, i.e. the quality of the answers it gives,
depends to a large extent on the contribution of the organisations themselves
in training it. More than six million euros has been spent on the development
of Blrokratt so far and at the moment, it is used in ten public sector
organisations.

15. Reusable Al components, which can be reused free of charge and further
developed according to their needs by all public and private stakeholders have
been created in addition to full Al solutions. These components are available
in the e-Government Code Repository and on GitHub. Examples of solutions
available as reusable Al components include the anonymiser (developed by
the RIA), neurotranslation, neurospeech (both developed by the University of
Tartu), the Texta Toolkit (Texta) and the quick writer (TalTech).

16. The organisations that took part in the survey find that the biggest
benefits of Al solutions include reducing the staff workload, making better use
of data and making better decisions (see Figure 2).
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Figure 2. Opinions of the 20 organisations that have developed Al solution of
the benefits of creating these solutions (share of organisations, %)
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Source: Survey by the National Audit Office

17. In parallel with the Al solutions they have created themselves, public
sector organisations also use or have used solutions developed by other
Estonian ministries and foreign ready-made Al solutions to make their work
easier. Blrokratt is the most widely used solution developed in Estonia and
the other solutions mentioned are the Riigikogu shorthand system HANS, the
text-to-speech application Texta Toolkit, the public speech recognition service
of the TUT Speech Technology Lab Tekstiks, etc. According to the survey of the
National Audit Office, the most used foreign ready-made solutions are
ChatGPT (is or has been used by 35 organisations), Copilot (17), Grammarly (9)
and Gemini (6). Seven organisations noted that they do not use any foreign
solutions.

18. Only some Al solutions are in active use, most solutions are still being
tested and do not offer significant cost savings, better quality public services
or faster decision-making. There is still much to be done to automate work
processes more, to extend the scope of use and to reap greater benefits from
the solutions. The intentions of organisations to develop Al should be included
in their action plan or work plan.

What is the state’s Al strategy like?

19. The state has an overall strategy for the development of Al and the
solutions that contain it. The development of these solutions currently
depends largely on external funding, with major developments being
supported by EU grants. However, most of the expenditure needed to
maintain the solutions has to be covered with funds from the state budget.

20. The creation of the first national Al action strategy of Estonia started in
2018 and was prepared for 2019-2021.% The latest Al strategy was created for

4 Estonia’s National Artificial Intelligence Strategy 2019-2021.
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Most public sector
organisations are not
planning activities or
money for the
development of Al

The state’s budget for
the development of Al
for the period of 2024—
2026 is more than €60
million in total

2024-2026°. While the main objective of the first Al strategy was to create the
base capacity for the deployment of Al solutions, the actions of the current
action plan are already geared towards making the state more efficient, e-
services more accessible and easier to use. So far, the Ministry of Economic
Affairs and Communications has not prepared any reports on the
implementation of the Al strategies.

21. The focus themes of the strategies have been similar throughout, focusing
on topics relevant to the creation of Al solutions, such as public and private
sector activities, data, the regulatory environment and R&D. There are also
objectives in the strategies for different periods that have remained the same
over time, for example in the area of training public sector employees. There
are also some objectives that have been postponed, such as the creation of a
single infrastructure for Al solutions.

22. In addition to the Al strategy, there are a number of other strategies and
agendas that guide the development and implementation of Al solutions,
including the White Paper on Data and Artificial Intelligence®, the Digital
Agenda 2030’ and the Research and Development, Innovation, and
Entrepreneurship (RDIE) Strategy 2021-20358.

Strategy for development of artificial intelligence of public
sector organisations

23. An Al strategy, either as a separate document or as part of another
planning document of the organisation, is necessary to agree how Al solutions
support the overall objectives of the organisation; what the priorities and
resource allocation are to avoid developing unnecessary solutions; how the
risks of solutions are assessed and their security ensured; how the relevant
skills of employees are developed and how innovation in the respective area is
supported.

24. The survey indicated that most, i.e. 37 of the organisations currently do
not have a strategy or action plan for Al development, nor do they have plans
or objectives for implementing and creating Al solutions. In other words —
many organisations have not set specific targets, planned longer-term
activities or money for the development of Al solutions.

Funding of Al solutions

25. According to the Al Strategy for 2024—2026°, €60 miillion is planned for the
development of Al for the years 2024-2026. In comparison, a total of €243
million has been planned for the development of the e-governance over the
same period.'® 12 million of the money earmarked for the development of Al
is allocated directly for the creation of Al solutions, with the rest for activities
supporting the area of Al. Supporting activities include, for example, research
and development, education and ensuring competencies, language
technology development, development of high-performance computing,
creation of trusted Al and a regulatory environment.

5 Artificial Intelligence Strategy for 2024-2026.

6 White Paper on Data and Artificial Intelligence 2024—2030.

7 Estonia’s Digital Agenda 2030.

8 Estonian Research and Development, Innovation and Entrepreneurship Strategy 2021-2035.
9 Artificial Intelligence Strategy for 2024-2026.

10 Estonia’s Digital Agenda 2030.
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The readiness to create
and implement Al is low

Examples of quality data
characteristics:

« correctness —the data are
formally correct (syntactically
correct) and substantively correct
or authentic (semantically
correct);

completeness — all attributes of a
data record have a value and all
required records exist;

timeliness — the data are fresh
and their accessibility
corresponds to the needs and
requirements;

regularity — the format and
structure of the data meets the
requirements;

uniqueness — only one record of a
single real-life object has been
recorded in the data;

« in the same format throughout.

Source: Estonian Data Management
Methodology Project. Data Quality
Guideline. European Commission,
August 2020

26. The creation of Al solutions is currently largely funded by EU grants and to
a lesser extent by state budget funds, which means that funding for long-term
development in the area requires national funding. EU funds enable
organisations to implement the first initiative or create an Al-based
application. However, in most cases, these funds cannot be used to cover the
costs of upgrading and maintaining an application, and therefore it can be
difficult for organisations to find the necessary money later on. It would be
important to consider the exact purpose, necessity, use and economic viability
of an Al solution from the outset, so that the solution developed brings at
least as many benefits to the organisation as it costs to create and maintain.

27. The problem of maintaining Al solutions is partly confirmed by the list of
130 Al solutions prepared by the Ministry of Justice and Digital Affairs, as
many of the solutions on this list are no longer used or developed further by
the organisations. Unless an organisation can find the money to keep an Al
solution up and running, it will remain stagnant, lose its relevance and, over
time, its usability.

What are the main obstacles to the creation
of Al solutions?

28. The main obstacles to the capacity of organisations to create Al solutions
are poor data quality, lack of technical expertise, insufficient funding and the
inability to cope with regulatory constraints.

29. Data quality was rated as satisfactory or poor by 80% of the organisations
surveyed, and was considered to be the biggest obstacle to the creation of Al
solutions. Organisations also cited strict data protection requirements as an
obstacle, suggesting that the organisations do not know how to implement
the legal requirements in terms of performance (see Figure 3).

30. In addition, the surveyed organisations have highlighted reasons why Al
solutions that were already planned did not make it into development: 7
organisations mentioned lack of money and competence, 2 organisations
referred to data sensitivity and 2 organisations to the imprecision of the
model and failed development attempts, including situations where
automation is a cheaper way to achieve the desired objectives.
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Figure 3. Main obstacles to the creation of Al solutions (share of respondents
among 20 organisations, i.e. of the organisations that have created such

solutions, %)
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31. The accessibility and quality of data are at the core of the creation of Al

Artificial intelligence (Al) model

solutions. The capabilities of Al models will remain limited without reliable

—a mathematical algorithm or and accessible data, which in turn will reduce their practical value. Data
representation trained on data quality has a direct impact on the quality of the solutions that can be

that can make predictions,
decisions or perform actions

developed on the basis of them. For example, a machine learning model built

that mimic or support human on poor quality data is less accurate and reliable. Failure to address data
intelligence. quality immediately could prolong the time needed to develop future data-
Source: National Audit Office, driven solutions. In addition, the amount of data is not sufficient for training a

ISO/IEC22989 model in some cases.

80% of public sector 32. As a result of the survey conducted by the National Audit Office, 80% of

organisations that
responded find that the
quality of their

organisation’s solutions in these organisations.
databases is satisfactory
or poor
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the respondents, or 38 organisations, rated the quality of their databases as
poor or satisfactory (see Figure 4). This makes it more difficult to create Al

Overview of the development of Al solutions in public sector organisations

Figure 4. How do organisations rate the quality of their data (the opinions of
48 organisations that responded to the survey, broken down by different
responses)?
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33. Although the organisations are mostly aware that the quality of the data is
not high, no significant progress has been made in this regard. The importance
of data and the potential of their use is well recognised both in the
organisations and at the level of the state’s Al strategy, but the results of the
survey of the National Audit Office showed that a third of respondents do
nothing to assess or improve data quality. Addressing data quality does not
necessarily mean good data quality either. For example, only 36% of
organisations have described the basic data of the organisation.!

34. Although the Government of the Republic established the regulation
“Fundamentals of organisation of services and information management*?”
and Statistics Estonia has prepared guidelines for ensuring the quality of the
data in the databases that belong to the information system, many
organisations do not deal with their data and data quality preventively, but
only after consequences have appeared.

35. An example of the problems caused by poor quality data and why it is
important to improve their quality can be found in the area of health. In the
health information system, many of the patient health data are entered in
free text format, which makes machine-processing and analysis difficult. In
order to analyse health data effectively, it is important to ensure that they are
machine-readable — this means that there must be agreed standards, data
formats and common terminology to describe the data. Entering data into the
information system should be done in accordance with these agreements.
Machine-readable and standardised health data are important, as they make
it possible to provide better and safer care and support effective data-driven
decision-making across the health care system.

36. According to the Al strategy, the Ministry of Justice and Digital Affairs has
planned a number of activities to improve data quality in databases, but no
significant progress has been made in this area. Centrally, guidelines have

11 White Paper on Data and Artificial Intelligence 2024—2030.

12 Government of the Republic Regulation No 88 “Fundamentals of organisation of services and
information management”, adopted on 25.05.2017.
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Lack of Al knowledge
among employees is an
obstacle to the creation
of Al solutions

been developed and training on improving data quality has been organised,
and several organisations have appointed data managers to coordinate the

relevant activities. The main obstacles to improving the quality of databases
are the lack of resources and domain-specific knowledge.

Ensuring Al knowledge and skills

37. The survey of the National Audit Office revealed that there are not enough
people with sufficient technical knowledge to successfully develop Al solutions
and to order or formulate what Al solution needs to be created.

38. Employees, who are engaged in the organisation’s main processes on a
daily basis, are often the ones who can identify and suggest new ideas for the
initiation of Al solutions. They know the details and specific needs of their
work the best, and can therefore suggest how to improve work processes and
develop Al solutions. For employees to perform their role effectively, it is
essential that they have the necessary knowledge of Al capabilities and the
skills to identify and formulate needs in a manner that supports the creation
of solutions. Interviews with ministries confirmed that there are not many
ideas coming from employees and sectoral specialists for the creation of
possible Al solutions.

39. The lack of knowledge of Al possibilities and areas of implementation
among employees is an obstacle to the development of Al solutions. The
survey by the National Audit Office also revealed that one of the obstacles to
the development of Al solutions is the lack of Al knowledge of among
employees. Twelve of the organisations that responded to the survey claimed
that the lack of adequately qualified staff is an obstacle. If the employees lack
an understanding of what Al can do and how it can be implemented, projects
often remain at level of an idea and solutions are not developed or
commissioned.

40. Increasing knowledge in the field of Al requires that employees are
consistently provided with meaningful training to develop their skills in using
Al. The target set in the Al strategy is to train 500 public sector managers and
employees in this area per year.

41. The challenge in the case of training programmes is to train employees in
a situation where they lack IT and data background and knowledge and where
the area of artificial intelligence seems complicated. There are accessible
training programmes and the organisations are also interested in them. The
survey revealed that 36 organisations (75% of respondents) have made
training their employees to improve data quality a priority, but also they also
acknowledged that training is difficult.

Legal constraints and ethical considerations

42. The public sector carries a great responsibility in the development of Al
solutions, because they must be developed in a responsible and transparent
manner. All applicable legislation must be taken into account and, among
other things, the development and use of solutions must comply with the
Administrative Procedure Act, the Public Information Act and the Data
Protection Act. There is no separate regulation on the development and use of
Al in Estonia yet, but there are plans to develop a national regulation on Al in
the near future, specifying the organisation of the field (see paragraph 63).
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Legal constraints on the
development of Al
generally relate to the
use of personal data

Examples of keywords to ensure
transparency:

« traceability — the data sets
and processes that are the
basis for the decisions of the
Al system must be
documented;

explainability — the ability to
explain, in a timely and
adapted manner, both the
technical process of the Al
system and the decisions and
choices made by humans, e.g.
why such a solution was
chosen;

information exchange —an Al
system must not present
itself as a human, and the
user must be offered the
possibility to communicate
with a human when
compliance with fundamental
rights must be ensured.
Examples of keywords to ensure
responsibility:

auditability — making it
possible to assess algorithms,
data and the design process;
minimisation and notification
of negative impacts — the user
must be notified of the
potential impact of the
outcome and the Al
developer must carry out an
impact assessment;

legal protection —if the
effects of the system are
unfairly harmful, mechanisms
should be put in place to
ensure adequate legal
protection.

Source: Commission Expert Group
on Al*?

43, Many organisations have difficulties in meeting the regulatory
requirements upon the creation of Al solutions and this has delayed or
interrupted the development of solutions. Difficulties mainly arise from data
protection rules that limit the use of personalised data both in the training of
Al solutions as well as in the use of these solutions. Also, organisations do not
know data protection rules well enough and are therefore more likely to just
abandon their activities.

44. Developing Al models often requires the use of large amounts of data.
Large amounts of data allow models to learn and thus provide more accurate
information for decision-making. However, a lot of the data used by public
sector organisations is personalised and these are exactly the kind of data the
use of which for the development and implementation of Al models is
restricted due to data protection.

45. There must be a lawful basis for the processing of personal data. This
could be, for example, a need arising from a contract or the consent of the
individual. This means that without a clear process in place to justify data
processing, the use of (personalised) data is not allowed. For example, in the
health care sector, patient data can only be used once a treatment process,
such as a doctor’s appointment, has been initiated. The use of the data of
patients in an Al solution without a legal basis is prohibited.

46. While the use of personalised data in Al solutions can bring speed and cost
savings to certain decision-making processes, it also raises ethical questions
and risks. In the creation of the present solutions, they are mostly related to
transparency and assignment of responsibility, and will become more
prominent as these solutions are more broadly implemented.

47. In the case of Al solutions, it is necessary to ensure the transparency of its
operating processes and it must be clear who is responsible for the data used
in the solutions and the decisions provided by the solution. The lack of
transparency can generate significant risks, such as wrong or discriminating
decisions, as the decision-making process is not repeatable and the way Al
made the decision may not be verifiable. In order to mitigate the risks, each
organisation must prepare a risk assessment and an impact assessment
describing the maximum potential harm resulting from a security breach of an
Al system and the impact of decisions made by the system on the
fundamental rights of people.

IT infrastructure

48. The existing IT infrastructure (the computer system and the hardware and
software environment that supports software development) have been used
for the development and maintenance of Al solutions at present®. The Al
solutions currently in development and use tend not to set specific IT
infrastructure requirements and this has not been a significant obstacle to the
development of solutions. However, in the future, as solutions are developed
more widely and data volumes increase, we must also be prepared to build IT
infrastructure with higher performance and other specific needs.

49. The goal to develop infrastructure on the basis of the government cloud
and to prepare a plan for this is separately highlighted in the last two National

13 Ethical guidelines for the development of trustworthy artificial intelligence.
141SO/IEC/IEEE 24765.
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No separate IT
infrastructure is
currently needed for
the development of Al

Al Strategies (Kratt Strategy) (2022—-2023 and 2024-2026). As the first step,
the National Al Strategy for 2022—2023 outlines the creation of a roadmap or
action plan for the development of common infrastructure and services based
on the government cloud (deadline September 2023). However, in the Al
Strategy for 2024-2026, the goal of creating a roadmap has been postponed
by one year and it has not been created yet. According to the Estonian
Information and Communication Technology Centre, the creation of the
roadmap is at the analysis stage and it is unclear whether this analysis could
lead to real solutions in the future.

50. In the view of Al solutions, the government cloud is currently mainly used
to host the Biirokratt solutions of organisations. In general, the same
infrastructure used for other IT solutions is also used for the implementation
and development of Al solutions (see Figure 5).

Figure 5. What kind of IT infrastructure is implemented for the development
and use of Al solutions (opinion of the 48 organisations that responded to the
survey, broken down by responses)?

Estonian Government Cloud _ 11
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Source: Survey by the National Audit Office

51. In addition to IT infrastructure, performance is also an important aspect in
the development of Al solutions. Organisations often do not have the money
needed to use the high-performance computing (HPC) solutions needed to run
more complex models. This, in turn, reduces the capacity to develop and
implement large-scale Al solutions.
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The risks associated
with the development
and use of artificial
intelligence are largely
known

Ensuring the security of Al solutions

52. There have been no reports of major security incidents involving Al
solutions. However, more attention should be given to the secure use of
both domestic solutions and foreign ready-made solutions in public sector
organisations.

53. The Al assessment section APP.EE.2 “Artificial Intelligence Systems”*° has
been added to the Information Security Standard of the E-ISS created for
implementation by public authorities. It includes 22 measures in total. Under
the main measures, it is possible to find information on planning the
implementation of Al systems, validation of models, inputs and outputs,
incident management, as well as confidential data and more.

54. The E-ISS outlines who is responsible for enforcing the security measures
for Al systems. The main responsibility lies with the IT department of an
organisation. The organisation’s management, the chief information security
officer, the data protection officer, the compliance manager and the
developer are also responsible. The circle of people is big, as the organisation
has to know what technology is being used, how and for what purpose.

55. Although the National Audit Office is not aware of any incidents related to
the use of artificial intelligence in Estonia so far, the existence of risks in this
area must be taken into account. E-ISS requires that an institution must be
prepared to detect, report, resolve, escalate and document incidents.

56. The risks associated with the development and use of Al solutions or the
use of the data they contain are largely known. The survey of the National
Audit Office revealed that 29 institutions (60% of the respondents) confirmed
that they had assessed such risks. Twenty-two organisations use a separate
risk analysis for this.

57. However, the survey revealed that in the organisations where Al solutions
had been created, the quality and correctness of the solutions were mostly
checked retroactively. The majority of the organisations obtained information
for this through user feedback or by checking the outcomes of the solution
(see Figure 6).

15 Draft Estonian Information Security Standard 2024.
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A human-centred approach to
Al seeks to ensure that human
values are paramount in the
development, implementation,
use and monitoring of Al
systems.

Source: Ethical guidelines for the
development of trustworthy
artificial intelligence

Figure 6. How do organisations ensure the correctness and quality of the Al
solutions or algorithms it created (number of organisations who chose the
answer)?

Gathering and analysis of user feedback _ 18
A human checks the outcomes. _ 17
Data validation and cleaning | | | I i
Code review and quality assurance _ 11
Independent testing _ 6
Regular audits - 4

0 5 10 15 20
Source: Survey by the National Audit Office

58. Also, while 41 of the organisations that responded are using ready-made
foreign Al solutions, 33 do not yet have internal procedures on how to use
these solutions correctly and securely. The lack of a procedure creates the
situation where employees do not know which activities are allowed and
which are not, which in turn can lead to data leaks or unauthorised access to
data.

European Union Artificial Intelligence Act

59. Regulation 2024/1689 of the European Parliament and of the Council on
artificial intelligence was formally approved by the European Parliament on 13
March 2024 and entered into force on 1 August 2024.1° According to the
European Union Artificial Intelligence Act, Al solutions must meet high ethical
and security standards. The Act sets deadlines by which solutions must comply
with the standards of the European Union and national sectoral preparedness
must be established.

60. The Act divides Al solutions into four risk categories: minimal, limited, high
and unacceptable risk (see Table 3). The Act sets requirements for solutions
based on the level of risk — the higher the risk level, the more restrictions
there are. If the risk is the highest, i.e. unacceptable, the Act prohibits the use
and development of such a solution.

16 EU Artificial Intelligence Act or the Al act.
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Table 3. Risk levels of the EU Al Act and examples of solutions that could fall into the corresponding risk category

Risk level Description Examples of solutions

Unacceptable risk Divides Al solutions into 8 different categories Detecting human emotions using an
that are incompatible with EU values and rights. | artificial intelligence solution.
Such solutions are prohibited in the Union.

High risk High risk includes security components of Al solutions integrated into medical
products already regulated and stand-alone Al devices, lifts, vehicles, other machines and
systems in certain areas. critical infrastructure;

The solutions may potentially have negative automated processes that involve
impacts on human health and safety, personal data processing;

fundamental rights or the environment. High-

' . safety devices of products.
risk solutions are regulated the most.

Limited risk Includes solutions exposed to the risk of Chatbots.
manipulation or wrong decisions. Such
solutions will be subject to the obligation to
inform the user that the solution is an Al
solution in order to ensure transparency.

Minimal risk Includes solutions that do not fall into any of Spam filters.
the above risk categories. No additional
restrictions are applied to solutions with
minimal risk.

Source: National Audit Office, European Commission (https://digital-strategy.ec.europa.eu/et/policies/regulatory-framework-ai)

61. According to the survey carried out during the preparation of the
overview, organisations have mostly rated the risk level of their Al solutions as
low, with a few organisations rating the risk as high.

62. The European Union Artificial Intelligence Act prohibits the use of
solutions with an unacceptable risk level as of February 2025. New regulations
concerning new high-risk solutions will be added as of August 2026. These
regulations will apply to all high-risk solutions as of August 2027. These
regulations will apply to all solutions that have been created and will be
created as of August 2030.

63. A national regulation on artificial intelligence is being prepared under the
leadership of the Ministry of Justice and Digital Affairs, which will clarify the
organisation of the area (supervision, penalties, etc.). According to the plan,
the draft act on the implementation of the on Al Act should be ready and
submitted for approval in the second quarter of 2025, and the draft act on the
amendment of the Administrative Procedure Act should be submitted to the
Government in 2025. Amendments to the Public Information Act are not
currently on the agenda and it is not clear what the timeframe for these
amendments will be. In Estonia, national legislation will be amended in the
near future, and hopefully this will make it clearer for both the organisations
and the public what is and is not allowed in the development of artificial
intelligence.
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/digitally signed/

Ines Metsalu-Nurminen
Director of Audit, Audit Department
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Characteristics of the overview

Purpose of the overview

The objective of the overview is to describe how public sector organisations use and develop solutions based on
artificial intelligence. Among other things, the focus will be on the prerequisites, obstacles and use cases
concerning the creation of Al solutions.

The results of the overview will be covered in the summary report of the joint audit organised by the European
Organisation of Supreme Audit Institutions (EUROSAL).
Scope and focus of the overview

The overview covers the period from 2016 to 2024.
Main questions of the overview:

e Isthere a strategy and implementation plan for the development of artificial intelligence?
e Are there regulations that set rules for the development and use of artificial intelligence solutions?

e Have activities been planned for the management and improvement data quality in databases, which are
necessary for the implementation of artificial intelligence solutions?

e Isthere an IT infrastructure for the development and implementation of artificial intelligence solutions and
what is it like?

e How are risk management and ensuring security for solutions guaranteed in the development and use of
artificial intelligence?

e  What kind of Al solutions have been implemented in public sector organisations?
The review included an analysis of documents, an online survey and interviews with various parties.
Analysis of documents

The analysis of documents was based on the following documents:

e the Estonian Artificial Intelligence Strategy (Kratt Strategy) for 2019-2021;

e the Estonian Artificial Intelligence Strategy (Kratt Strategy) for 2022-2023;

o the Artificial Intelligence Strategy for 2024-2026;

e White Paper on Artificial Intelligence and Data for 2024-2030;

e the Data Strategy for 2024-2025;

e Digital Agenda 2030.

Online survey and interviews

An invitation to the online survey was sent to 58 organisations, including ministries, public authorities,
constitutional institutions, foundations established by the state and legal persons governed by public law. Forty-
eight organisations responded to the survey (see Table 4).
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Table 4. Organisations that responded to the survey

Organisations that answered the questions

Ministry of Education and Research

Education and Youth Board

Language Board

National Archives

Data Protection Inspectorate

Estonian Forensic Science Institute

Patent Office

Prosecutor’s Office

Ministry of Defence

Defence Resources Agency

Ministry of Climate

Environment Agency

Environmental Board

Information Technology Centre of the Ministry of
Environment

Environmental Investment Centre

Transport Administration

Ministry of Culture

Ministry of Economic Affairs and Communications

Estonian Information and Communication Technology Centre

State Infocommunication Foundation

Estonian Information System Authority

Consumer Protection and Technical Regulatory Authority

Labour Inspectorate

Ministry of Finance

Tax and Customs Board

IT Centre of the Ministry of Finance

Financial Intelligence Unit

Shared Service Centre of the State

Ministry of Regional Affairs and Agriculture

Land Board

Rural Development Foundation

Agriculture and Food Board

Agricultural Registers and Information Board

Ministry of the Interior

Emergency Response Centre

Overview by the National Audit Office Estonia to the Riigikogu, Tallinn, 30 May 2025
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Rescue Board

IT and Development Centre of the Ministry of the Interior

Ministry of Social Affairs

State Agency of Medicines

Social Insurance Board

Health Board

Ministry of Foreign Affairs

The Government Office

Supreme Court

Office of the Riigikogu

Office of the Chancellor of Justice

Estonian Public Broadcasting

Estonian Unemployment Insurance Fund

The list of interviewees is given in Table 5.
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Table 5. Interviewed parties

Interviewed persons

Organisation

Time of interview

Department

Ott Velsberg — Head of Data Ministry of Economic Affairs and 10.07.2024
Communications

Markko Liutkevi¢ius — Head of the Machine Estonian Information System Authority 16.07.2024

Learning and Language Technology Unit

Jaanika Merilo — eHealth Strategy Manager Ministry of Social Affairs 09.09.2024

Ott Karulin — Head of State Governance Ministry of Finance 14.10.2024

Kaur Karus — Head of Data

Risto Raaper — Head of ICT Ministry of Culture 29.10.2024

Gerli K6osel — Leader of Birokratt National Library 29.10.2024

Urmas Sinisalu — Head of the National Library

Services Centre

Evar Somer — Advisor to Secretary General Ministry of Justice and Digital Affairs 06.09.2024

Henrik Trasberg — Advisor of the Legal Policy

Department

Sten Kapten — Education Innovation Advisor, Ministry of Education and Research 11.10.2024

General Education Curricula and Courseware

Raina Loom — Head of Legal and Personnel Policy

Department

Margit Grauen — Head of Digital Courseware

Riin Saadjarv — Advisor on General Education

Curricula and Courseware

Tanel Tera — Head of Business Services Health and Welfare Information Systems 09.09.2024

Department Centre

Martin Ounap - Chief Architect

lvo Tamm — Head of IT Department Agricultural Registers and Information Board 10.10.2024

Mario Liimann — Software Architect

Mariell Viinalass — Development

Advisor/Business Architect

Alvar Pihlapuu — Head of Development Tax and Customs Board 17.12.2024

Overview completion date

The overview was completed on 17.12.2024.

Overview team

Audit Manager Toomas Viira, auditors Hanna Katlin Ardel, Jevgeni LazartSuk, Alo Laane.

Contact information

Further information on the audit is available from the Communication Unit of the National Audit Office:
telephone: +372 640 0777; email: riigikontroll@riigikontroll.ee

An electronic copy of the audit report (PDF) is available online at www.riigikontroll.ee.

A summary of the audit report is also available in English.

The number of the audit report in the record management system of the National Audit Office is 80157.
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The postal address of the National Audit Office is:

Kiriku 2/4

15013 TALLINN

Telephone: +372 640 0700
riigikontroll@riigikontroll.ee
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Earlier audits by the National Audit Office in the area of data

02.02.2023 — Database access management

29.04.2020 — Availability and use of data for smart state management (memorandum)

All reports are available on the website of the National Audit Office at www.riigikontroll.ee.
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Executive Summary

Artificial intelligence (Al) is an old concept, first appearing in the 1950s in the work of
British computer scientist Alan Turing. Despite considerable debate in the scientific community
over the semantic question of what Al is and where it falls, it can be defined by its purpose —
to reproduce human intelligence through the use of computers and mathematics. Al developed
mainly from the 1980s onwards, with the emergence of machine learning algorithms. In the
2000s, the growth in computing capacity and access to data encouraged the development of
deep learning techniques.

Al has many applications today, and has produced innovation and productivity gains in
many sectors. The result has been steady growth in economic investment since the 2010s.
According to the OECD, Al start-ups attracted almost 12% of global private equity in the first
half of 2018, up from 3% in 2011. Research publications have followed a similar trend, with
more than 1.2 million publications in 2019, compared with fewer than 40,000 in 2010. In
addition to such opportunities, its growth brings with it a number of challenges, not least ethical,
particularly in terms of protecting citizens’ rights.

As a result, Al has become an issue of growing priority for public authorities. The
adoption of national plans by a number of countries since 2017 to encourage its development
bears witness to this, and is a response to the strong competition that exists on an international
scale to raise technology levels in countries and attract the best talent. In France, a “national
strategy for artificial intelligence” (NSAI) was launched in March 2018, with the aim of
positioning France as one of the major Al players on the global stage. Initially endowed with
€1,527m of public funding for the period 2018-2022, it has focused on five key components: 1)
research, 2) higher education, 3) public transformation, 4) dissemination throughout the
economy, 5) defence and security. In November 2021, a new “acceleration” phase for the NSAI
was announced for the period 2022-2025, with the aim of strengthening France’s
competitiveness and attractiveness in this field. This new phase builds on the ambitions of the
first phase of the strategy, and the public funding allocated to it is expected to be similar to that
for the 2018-2022 period. It has also been drawn up in line with priorities at European level.
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Breakdown of the state budget initially earmarked for Al strategy for the period 2018-2022

Key areas of national Al Estimated state funding (€m)

strategy

Research 445

Higher education 128

Transforming public action 154

Economy 390

Defence and security 410

Total 1,527

Source: Court of Accounts processing based on data from the national Al strategy coordinator

This report is an initial NSAI assessment. It covers the “research” and “higher education”
components, which are the main funding components, amounting to €1,527m and €1,545m
respectively in the first and second phases. Over the period 2018-2022, €445m, or almost 30%
of the funding allocated to the strategy, was earmarked for research, compared with €134m,
or 8.7%, in the second phase. Meanwhile, funding earmarked for training over the period 2022-
2025 has risen sharply (50.2% of allocated funding, compared with 8.4% in the previous
phase).

The assessment questions were defined in consultation with the NSAI's stakeholders
and the public authorities responsible for its implementation. They were divided into four main
questions:

e has the national research strategy strengthened France’s position at global and
European level? [consistency, effectiveness and efficiency];

e has the national research strategy helped to provide structure for the French Al
ecosystem? [relevance and efficiency];

e is the national research strategy for centres of excellence effective and efficient?
[effectiveness and efficiency];

e has the national research strategy improved the consideration of ethical issues (frugal
and trust-based Al)? [relevance, consistency and effectiveness].

In response, an unprecedented effort to semantically analyse and exploit numerous
databases based on statistical and econometric methods was carried out in order to quantify
and assess the results of the strategy. This quantitative component was supplemented by
numerous semi-structured interviews and focus groups, in addition to a consultation with Al
researchers and a participatory workshop with experts in the field.

In 2018, France was one of the first countries worldwide to have a formalised plan for Al.
Since then, many countries have drawn up national strategies or specific measures.

210



Stages in the development of the national Al strategy
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Initially, the French strategy gave priority to Al research. In addition to the 30% of funding
allocated to it for the 2018-2022 period, research has also been the subject of a specific plan,
entitled the “national artificial intelligence research strategy” (NAIRS), coordinated by the
French national institute for research in computer science and control (Inria). International
comparisons based on OECD data, and the more specific study carried out by the Court of
Auditors on the Al strategies or public policies of 10 countries %, show that identifying research
as a strategic priority is the most frequent choice made by governments.

Since its launch, most of the measures planned in the NAIRS have been implemented.
In establishing a formal strategy, the public authorities have given a strong political signal about
the importance of Al for French research. In fact, over and above the actions set out in the
strategy, this is now a key issue in all discussions within a number of research organisations.
Evaluations and — more importantly — econometric analyses of global data support the decision
to adopt a strategic plan. However, the effectiveness of the strategy to strengthen France’s
position in Al, in line with the objective initially set for it, has not been proven. Over the period
analysed, in terms of the number of Al publications and out of a total of 47 countries compared,
France has barely maintained its position in 10" place worldwide, and remains in 2" place in
Europe. However, given the long timeframe involved in research, it is not yet possible to reliably
assess the real-world effects of the strategy on scientific output.

In addition, the funding put in place needs to be monitored more closely in order to measure
the effects of the financial efforts of this Al strategy on France’s scientific standing and organisational
structure. The resources allocated to the strategy do not cover all public investment in Al. For the
research component, €554.6m was ultimately committed over the 2018-2022 period, although the
actual implementation of appropriations is not tracked in a comprehensive and summarised way.

With a view to attracting talent, certain financing tools would benefit from being made
permanent. The vast majority (over 80%) of funding was distributed via short-term financial
instruments, using calls for projects. However, the lack of clarity over the long-term future of
these funding windows is likely to create disruptive effects in training for young researchers
(doctoral programmes) or the continuation of research programmes (academic chairs).

' United States, Canada, Germany, Finland, Italy, Netherlands, United Kingdom, Switzerland, Israel, Japan.
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France’s ranking in the world and in the EU of 27 according to complementary and
differentiating criteria on the international scene
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Reading note: With regard to indicators relating to the efficiency of research, it should be noted
that the Covid-19 crisis may have had an impact on countries’ GDPs from 2020 onwards.
Tracking country rankings helps to limit the biases associated with standardisation by annual
GDP, as shown by the relative stability of the two applicable time series over the period from
2019 to 2021.

The main thrust of the strategy is the creation of centres of excellence in Al 2, through
the accreditation of interdisciplinary Al institutes (31A), the establishment of individual chairs,
and the identification of centres of excellence outside the 3IA institutes. The result is a
strengthening of geographical areas already active in artificial intelligence, the structuring of
an ecosystem and an increase in the scientific output of the sites, although it is not possible to
demonstrate the impact of the strategy on the latter development.

2 The “centres of excellence” bring together three types of entities: the four interdisciplinary Al institutes (3IA
institutes) identified during the first phase via a specific ANR call for proposals; the 43 individual chairs held by a
researcher identified via another specific ANR call for proposals; the three other centres of excellence, known as
“non-3IA”, identified by the strategy coordinator in 2021, without being the subject of a call for proposals and whose
members may hold an individual chair.
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Establishment of themed Al institutes (31A PR[AI]RIE, MIAI, 3IA Cote d’Azur and ANITI)
and centres of excellence (SCAI, DATAIA and Hi! PARIS) compared with areas
historically active in this field
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Reading note: Historical activity in Al is measured through the departmental distribution of Al
theses defended between 1989 and 2019 in French higher education establishments, based on
open data from theses.fr (ABES). Theses are listed by the year in which they were defended. Al
theses are identified using the semantic method developed by the Court. The logos of the 3IAs
and Al centres of excellence are taken from their official websites.

Synergies between centres of excellence need to be strengthened; for example, by
adopting a more systematic approach to promoting each other’s work. This would help to raise
their profile both nationally and internationally, as well as enhancing France’s image as a
magnet for foreign talent.

At the same time, the work of the 3IA and non-3IA centres of excellence needs to be
clarified. The non-3IA centres of excellence were identified after the 3IA institutes had been
labelled and — unlike the 3IA institutes — without any competitive call for projects involving an
independent jury. The public authorities’ expectations of them are therefore less explicit, and
their development model less constrained by funding conditions. They are, however, involved
in the second phase of the strategy just as the 3IA institutes are. This review process must be
accompanied by a review of the timeframe for funding allocated to accredited institutes
(currently four years), which is too short-term to allow for leverage effects.

The lack of clarity over time in the associated funding has also been identified for the
training of young talent through doctoral programmes and Convention Industrielle de
Formation par la Recherche (CIFRE) contracts. Although the strategy has sent out a strong
signal in favour of such an approach, it is now important to ensure that the funding needed to
sustain this momentum is sustained.

The evaluation shows that the NAIRS provided a means of structuring Al research
stakeholders, at a time when Al was not identified as a discipline in its own right. However, this
structuring still needs to mature: a comparison of French and German stakeholders based on
a network analysis shows that in France, this structuring is still mainly organised around the
main research bodies, whereas German university sites and multidisciplinary centres are more
effective in structuring their national ecosystem.
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Representation of the French sub-network resulting from the 3IA institutes
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In order to improve coordination between the various players, it is urgently necessary to
make changes to the strategy’s governance and management. The performance model that
was initially developed was ultimately not used. There is no annual report for monitoring the
progress of the strategy. Its steering mechanism, provided by national coordination, is not in a
position to monitor the various stages of the project, to check funding and expenditure, or to
rectify any difficulties that may arise. It has weakened over time, and runs the risk of becoming
inoperative. No specific governance arrangements have been put in place for the research
component, with Inria being the only operator represented on the strategy’s overall steering
committee. Making changes to governance could provide an opportunity to create a shared
overview of public action in Al, at a time when the measures decided upon in this area remain
dispersed across several public policies.

Although the national research strategy has not yet strengthened France’s position at
global level, the first component of the strategy has prevented the country from falling behind
in science terms since 2018. The second component is now crucial to improving France’s
position in Al in terms of global competition. This “Al acceleration strategy” is refocused on the
objective of training Al talent, a priority that has received little attention to date. Total funding
for this priority amounts to €776m, including €500m for the “excellence” component and €276m
for the “massification” component. The launch of the “Skills and Trades of the Future” call for
expressions of interest (AMI CMA) in 2022 is one of the ways in which this effort is being seen
operationally.
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Funding for the second component of the NSAI — acceleration strategy (in €m)

Dissemin
Decentrali ation of Al
Research & .
In €m programm sed and Trusted responsibl Skills and Total
embedde Al talents
e dAl e Al
demonstr
ators
Public funding 134 265 111 259 776 1,545
PIA 4 73 263.5 97.5 123 557
France 2030 700 700
Other State
and local 61 1.5 13.50 136 76 288
authority loans
Private 310 105 86 5 506
financing
European 60 10 16 86
Union
Total 134 635 226 361 781 2,137

Source: Restated by the Court of Accounts based on the press kit of 8 November 2021 and data from the national coordinator

The current limited number of high-calibre public trainers could impede our stated
ambitions, especially as there is a tension between investment in teaching and excellence in
research. The number of specialist trainers in public higher education is currently insufficient
to meet Al training needs, both for initial and continuing training.
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Mapping of training courses and growth in the number of learners trained in Al and in its
“upstream” election sectors
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Source: Court of Accounts based on data from the MENJS, the MESR and the Caisse des
Dépéts et Consignations, with semantic filtering applied to identify training courses specific to
Al. The term “k” represents thousands

For the previous graph, the order of magnitude of the total number of academic Al
experts is estimated on the basis of information provided by research operators and
universities as part of the consultation carried out by the Court, as well as on the basis of the
number of teaching and research staff in university departments where Al is prevalent.

The French approach would benefit from being even more closely integrated into the
European approach. Various European research support programmes are designed to
encourage the development of Al, including “Horizon Europe” (a total of almost €100 billion
over the period 2021-2027) and “Digital Europe” (a total of €7.5 billion over the same period).
The priorities of the French strategy were developed in 2018, taking into account the European
plan for Al initiated in 2018 and updated in 2021. The acceleration phase now offers the
opportunity to further capitalise on the efforts made at European level.
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Trust 2 and frugal use of resources * are two of the four key themes of the €73m Priority
Research and Equipment Programme (PEPR), which is part of the acceleration strategy.
However, there is still a need to improve the scientific community’s understanding of these
issues. Consultations with Al researchers by the Court show that these issues are currently

given little consideration in research work.

Perception of how environmental impact is taken into account in research
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Source: Court of Accounts — Consultation of the scientific community with respect to Al

This issue is particularly acute with regard to the concept of “frugal Al”, with a potential
tension between resource efficiency and performance. Frugality should be better integrated
into calls for projects; for example, by drawing up a charter or guide to good practice.

For the research component, priorities in this second phase are refocused on attracting
talent and addressing social issues, such as trust in Al and frugal use of Al resources. This
latest development reflects a reorientation of the research component, which has a greater

focus on applied research to take account of the growth of industrial Al.

3 Trusted artificial intelligence is characterised by its interpretability, explicability, transparency and “responsible” identity.
4 Frugal artificial intelligence is sustainable and respectful of the environment in its efforts to minimise its

consumption of energy and resources.
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Audit recommendations

Translate public policy on artificial intelligence into a summary budget document that will enable
it to be monitored and its effects measured (MEFSIN).

Specify the respective roles of the 31A and non-3IA centres of excellence, and then clarify the
multi-year funding allocated to them (MESR, SGPI).

Establish shared objectives and priority indicators for public policy on Al, in line with European
strategy (MEFSIN, SGPI).

Create a scientific and steering committee at Inria, co-chaired by France Universités, to monitor
the implementation of the strategy and define future strategic orientations (MESR, Inria).

Draw up a harmonised, up-to-date map of Al training courses to be promoted via a shared
certification label in order to raise their profile and support their expansion (MESR).

Forecast the need for secondary school teachers, teacher-researchers and researchers trained
in the use of Al, and draw up appropriate training plans (MESR).

Draw up a charter and a catalogue of best practices to define and monitor the environmental
impact of Al research, and encourage the development of responsible Al (SGPI, MESR).
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Summary

Following a trend that began in several countries in the mid-2010s, France decided to
launch a strategic review of the challenges associated with artificial intelligence (Al) and to
develop a specific public policy in this area. The first phase of the National Strategy for Artificial
Intelligence (Stratégie nationale pour l'intelligence artificielle, SNIA), conducted between 2018
and 2022, focused primarily on strengthening research in this field. A second phase, known
as the acceleration phase, was announced at the end of 2021 and has been implemented
mainly from 2023 onwards, with the central objective of disseminating Al throughout the
economy. In February 2025, on the occasion of the Paris Summit for Action on Artificial
Intelligence, the President of the Republic announced a third phase of the national strategy,
the details of which were clarified in the months that followed.

The 2018-2022 phase of the strategy: strengthening Al research

The implementation of the first phase of the national strategy for artificial intelligence
made it possible to initiate a public policy on Al in France, even if it was only able to cover part
of the issues identified in March 2018.

Recommendations from the Villani report of March 2018,
ranked according to their level of implementation
during the first two phases of the SNIA

AL g ormumrsadla bl o

Cata Erparch I i Erwi el Ethical  Inclishersss
palicy 1 el husp Ll and divardty

.5 i

Key:

Green: recommendation largely committed to and implemented during the first phase 2018-2022

Blue: recommendation largely committed to and implemented during the second phase 2022-2025
Orange: recommendation still to be implemented (even if initial actions have already been taken)

Source: Court of Auditors, based on the Villani mission report of March 2018 and the national coordinator
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The management and implementation of this first phase was based on a complex
interplay between numerous actors. The diverse resources allocated by the government
ultimately amounted to €1.3 billion, and their monitoring proved to be deficient.

Despite several limitations, the main contribution of this phase was to help initiate the
development and structuring of research and innovation in the field of artificial intelligence,
with the creation of centers of excellence, the opening of essential computing infrastructures
and support for the growth of Al startups in a variety of fields.

In the other areas covered by the SNIA — defense and security, the transformation of
public action and the dissemination of artificial intelligence in the economy — progress has
been less clear-cut. Several of the announced priorities, particularly on the key issues of
training and supporting change in the economic sectors most affected by Al, have not been
implemented or only to a very limited extent, at the risk of causing France to fall behind.

The 2023-2025 phase of the strategy: aiming for the diffusion of Al
in the economy

Launched without prior evaluation, the second phase of the SNIA was supposed to take
up the challenge of massifying and supporting the diffusion of artificial intelligence in all areas.
Announced in November 2021, this phase has seen its priorities, budget and timetable change
significantly due to growing constraints on public finances and the need to reallocate resources
to support the development of generative Al, an issue that had not been anticipated on the
eve of the “ChatGPT revolution”.

In total, the government allocated €1.1 billion over the period 2023-2025, which is one-
third less than initially announced, and the slow start-up of most of the measures has resulted
in a low level of budget consumption (35% as of 30 June 2025).

Budget implementation for the second phase of the SNIA

L
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Higher educition Generatihng  Embedded i ober Al gleption Tetal
ard reseanch Al &l and trustwoatisy Al by companies
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Commitments and payments as at 30 June 2025
Source: Court of Auditors, based on data from the SGPI and the National Coordinator for Al
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The governance of public policy on artificial intelligence has also remained complex,
despite some positive developments and several examples of successful coordination with
other so-called “acceleration” strategies of the France 2030 programme.

The initial results of this second phase are beginning to emerge in several areas.
Although it is still too early to fully assess the effects, the initiatives taken to strengthen the
structure and excellence of research and higher education in the field of Al are producing initial
results, and France’s position in this area is improving. Our country has risen from thirteenth
place in the Global Al Index published in September 2024 to fifth place in September 2025. In
terms of research and training in artificial intelligence, France ranks third in the world. More
than 4,000 French researchers are currently working on Al.

The mobilization that this second phase has enabled in the field of generative Al has
also borne fruit. At the beginning of 2023, France had only one player positioned in this type
of system. In just a few months, French industry has made progress in terms of
competitiveness and attractiveness, with the emergence of a dozen players operating in a
wide variety of fields. The number of French Al startups has doubled since 2021: more than 1,000
of them are active in this field in 2025 and they raised nearly €2 billion in funding in 2024. Sixteen
French startups valued at over $1 billion (unicorns) incorporate artificial intelligence into their value
proposition, and several major French groups are increasing their offering and investment in Al
research. France is the leading European country in terms of the number of foreign investment projects
in artificial intelligence, and in terms of hosting research and decision-making centers for Big Tech Al
companies.

Efforts to develop computing infrastructure have continued, with the expansion of
installed capacity and investment in a new-generation supercomputer. Significant progress
has also been made on the issues of frugality and trust. Finally, France is no stranger to the
acceleration of European policy on Al and, more broadly, to the fact that international forums
are addressing key issues of governance and regulation of the development of artificial
intelligence. The success of the Al Action Summit held in Paris in February 2025 confirmed
France’s special place on the international stage.

However, alongside these successes, several equally important areas have been
neglected. The challenge of massifying and supporting the dissemination of artificial
intelligence beyond the circle of specialists — businesses, public administrations, students,
citizens — has so far received too little attention, even though it was at the heart of the
ambitions set out for this phase of the SNIA and the years 2023-2025 were critical in this
regard. As a result, the priority of supporting business demand for artificial intelligence
solutions has only benefited from very modest measures, and the expected acceleration and
massification of the diffusion of artificial intelligence in the economy has not taken place. The
delay in adapting all initial and continuing training programmes to Al has not been made up
either, even though this is an area where the stakes are considerable and the risks high.
Essential projects concerning schools and universities have yet to be designed and
implemented. The transformation of public action through artificial intelligence, which has also
not been a priority, has been very disappointing too: despite isolated initiatives, the
administration is generally lagging behind. Finally, actions targeting regions and the general
public have not been a priority for the SNIA to date, even though they appear all the more
necessary as the impacts of this general-purpose technology accelerate, intensify and
become more widespread.
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The outlook: consolidate the successes of public policy on Al
and broaden its scope

A third phase of the SNIA was launched in February 2025, with the aim of accelerating
the diffusion of artificial intelligence in businesses.

Artificial intelligence is no longer the same issue it was in 2018, when the SNIA was
launched. The revolution brought about by this general-purpose technology is reaching a
magnitude that few other technological breakthroughs in history can match. Al is no longer a
matter for specialists alone; it affects all fields of knowledge, the economy, and society, and is
becoming an essential priority for public policy. Successfully achieving the scale change
required by the artificial intelligence revolution requires several prerequisites to be met:

Prerequisites for successfully scaling up Al

Source: Court of Auditors

Given the rapid pace of change in the Al landscape, it would be a mistake to assume
that the priorities on which SNIA has achieved initial success no longer require attention.
Public policy on artificial intelligence must seek to expand its areas of excellence and aim for
even more structural transformations and impacts. Five key areas, which have been under
development since 2018, should therefore be further explored:

Areas for further development for more structural transformations

trust and security B and sustainability

Source: Court of Auditors

Finally, the first two phases of the SNIA have blind spots in several key areas, or at least
have failed to achieve results commensurate with the challenges. This is particularly the case
in projects that require the involvement of a wide range of stakeholders and links with other
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public policies. Five critical challenges, which have not been sufficiently addressed to date,
must be placed at the heart of public policy on Al in the coming years:

Critical challenges to be placed at the heart of public policy on Al

Source: Court of Auditors

The national strategy for artificial intelligence has created real momentum since its
launch in 2018. France has managed to climb to the top of the European pack, including in
the latest and most widely used generative Al technologies. It can compete with its rivals, the
United States and China set apart, in most innovations related to artificial intelligence, and its
visibility on the international stage, as confirmed by the Paris summit in February 2025, is real.

The Court of Auditors has made ten recommendations, the implementation of which
would enable public policy on artificial intelligence to scale up, build on the initial successes of
the SNIA, and overcome the limitations and shortcomings identified.

It is on this condition that France, in close cooperation with the European Union and
local authorities, drawing on the training-research-innovation ecosystem as well as
businesses and investors, even if it means changing its operating methods, will continue on
its path to excellence and succeed in embracing all the dimensions that the Al revolution is
set to affect, in the service of the common good and with a view to guaranteeing national
sovereignty.
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Recap of recommendations

The Court makes the following recommendations:

1. By the end of 2025, strengthen interministerial oversight of public policy on Al by
establishing an ad hoc general secretariat, and better reconcile the necessary ambition of
this policy with the challenges of efficiency and effectiveness by conducting an in-depth
assessment of results and seeking greater complementarity with the European level,
regions and the private sector (Prime Minister, Ministry of the Economy, Finance and
Industrial and Energy Sovereignty, Ministry of Higher Education and Research, National
Institute for Research in Computer Science and Automation).

Adopt, by the next Al summit in February 2026, a strategy with a view to:

2. Ensure long-term excellence in training, research and innovation in the field of Al by better
defining needs, giving stakeholders greater responsibility, reaffirming the purpose of public
research and promoting mobility with the private sector (Prime Minister, Ministry of the
Economy, Finance and Industrial and Energy Sovereignty, Ministry of Higher Education
and Research, National Institute for Research in Computer Science and Automation).

3. Increase, in coordination with the European Union, the computing capacities for Al and
redefine, through new forms of partnership between the public and private sectors, the
conditions for financing, building and operating these infrastructures, which guarantee
open access to all users (Prime Minister, Ministry of the Economy, Finance and Industrial
and Energy Sovereignty, Ministry of Higher Education and Research, National Institute for
Research in Computer Science and Automation, National Centre for Scientific Research).

4. Strengthen the transfer of research to industrial development and support the growth of Al
companies, including by leveraging public procurement and strengthening the monitoring
of industrial acquisitions in the Al sector (Prime Minister, Ministry of the Economy, Finance
and Industrial and Energy Sovereignty, Ministry of Higher Education and Research,
National Institute for Research in Computer Science and Automation).

5. Implement and pursue commitments to trustworthy, frugal and sustainable Al, including at
European and international level (Prime Minister, Ministry of the Economy, Finance and
Industrial and Energy Sovereignty, Ministry of Higher Education and Research, Ministry for
Europe and Foreign Affairs, National Institute for Research in Computer Science and
Automation).

6. Better anticipate changes in the labor market, adapt teaching methods and tools as well
as the content of all higher education courses to Al, disseminate Al in all research sectors,
refocus continuing education efforts, and support professional changes related to Al (Prime
Minister, Ministry of the Economy, Finance and Industrial and Energy Sovereignty, Ministry
of Higher Education and Research, Ministry of Labor, Health, Solidarity and Families,
National Institute for Research in Computer Science and Automation).

7. Support the acceleration and mass adoption by businesses over the next five years of Al
use cases tailored to their needs, including by increasing communication, making available
resolved use cases, supporting pioneering businesses on as yet unresolved use cases,
and promoting the development of high-performance software associated with sovereign
clouds (Prime Minister, Ministry of the Economy, Finance and Industrial and Energy
Sovereignty, Bpifrance, National Institute for Research in Computer Science and
Automation).

8. In coordination with all stakeholders, strengthen access to data for Al systems, guarantee
its quality, better protect sensitive data and intellectual property, take into account the latest
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10.

scientific advances (federated learning, decentralized Al) and invest in sovereign storage
capacities (Prime Minister, Ministry of the Economy, Finance and Industrial and Energy
Sovereignty, National Commission for Information Technology and Civil Liberties).

Build a realistic ambition for electronic components for Al and better coordinate public
policy on Al with policies on the infrastructure that underpins its development, particularly
with regard to electricity supply and connectivity (Prime Minister, Ministry of the Economy,
Finance and Industrial and Energy Sovereignty, Bpifrance, National Institute for Research
in Computer Science and Automation).

Accelerate the transformation of public administrations and policies through Al, in particular
through increased use of innovative public procurement and the introduction of incentive
mechanisms, support measures and specific training for civil servants (Prime Minister,
Ministry of the Economy, Finance and Industrial and Energy Sovereignty, National Institute
for Research in Computer Science and Automation).
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INTRODUCTION AND USE OF ARTIFICIAL INTELLIGENCE IN LATVIA

Review Report

6 May 2025

Review “Introduction and Use of Artificial Intelligence in Latvia”

The Review Report was drafted based on audit schedule No 2.4.1-72/2024 of the Audit and Methodology
Department of the State Audit Office of Latvia of 20 August 2024.

The cover design includes an image generated by Al tool Microsoft Copilot on 7 February 2025.
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Why has the Review been conducted?

In recent years, there has been a rapid development of artificial intelligence (hereinafter — AI). The
topic of Al became relevant in society with wide access to generative Al tools (for example, ChatGPT,
Copilot, Gemini, etc.). In 2024, the European Union (hereinafter — EU) adopted the first legal
regulation in the field of Al — the Al Act', which addresses the risks posed by Al and sets out a set of
rules for Al developers and implementers. The Al Act aims to improve the functioning of the internal
market, ensure legal certainty, promote the human-centric and trustworthy use of Al ensure a high
level of protection of health, safety and fundamental rights, and support innovation, while protecting
democracy, the rule of law and environmental protection.

Even before the adoption of the Al Act, attention was already paid to Al issues in Latvia at the EU
level, and the Ministry of Smart Administration and Regional Development (hereinafter - MSARD)
prepared informative report “On the Development of Al solutions”? and the Cabinet of Ministers took
note of it in 2020. When taking note of the latter®, several important tasks were identified for both the
MSARD and other ministries:

- Designate the MSARD as the leading institution in matters of development and
implementation of Al solutions in state administration;

- When developing national or sectoral development planning documents or their amendments,
ministries shall conduct an assessment of the automation of state administration tasks and the
use of Al, and the MSARD shall provide advisory support to ministries;

- In the planning process of the 2020-2029 state budget and EU funds, the ministries shall
assess the expenses related to the automation of state administration tasks and the integration
of Al systems into services;

- Take note that, in accordance with the European Commission (hereinafter — the EC) Plan,
Latvian public sector investments in the development of Al solutions should reach 25 million
euros per year by 2029;

- The MSARD shall draft changes to the e-index of Latvia by 30 December 2020 by
supplementing it with indicators characterising Al;

- When drafting planning document “Digital Transformation Guidelines for 2021-2028”, the
MSARD shall identify the introduction of Al solutions as one of the priorities of state
administration;

- The MSARD shall develop and submit an informative report on recommendations for the
communication of state administration in the field of Al to the Cabinet of Ministers for
consideration by 1 June 2020.

Al is also currently a hot topic on the agenda, as the Saeima (Parliament of Latvia) has adopted the
Law on the Artificial Intelligence Centre* (hereinafter — the Al Centre), and the Cabinet of Ministers
has taken note of informative report “On the Implementation of the Requirements of the Artificial
Intelligence Act™ (See Figure 1).

246



INTRODUCTION AND USE OF ARTIFICIAL INTELLIGENCE IN LATVIA

2020 2021-2023 2024 2025
The Cabinet of National toral planni The EU adopts The Cabinet of
Ministers takes - hational or sectoral planning the Al Act Ministers takes note
documents do not always . .
note of . of informative
. . include an assessment of the «
informative report AL report “On the
“On the useo Implementation of
Development of | - The current legal framework the Requirements of
Al solutions and its application in the Artificial
situations created by Al are Intelligence Act”
not assessed

Figure 1. Document development progress to date.

The purpose of the Law on the Centre for Al is to create an Al technology ecosystem and establish a
legal framework for cooperation among the public sector, the private sector and universities, as well
as to establish a Centre for Al to facilitate the transfer of innovations, the development and
implementation of Al capabilities in strategic areas that meet national interests and increase the
country's competitiveness in health, education, security and defence, as well as in state administration,
and other areas. The establishment of a Centre for Al will also contribute to the improvement of
public skills in the application of Al capabilities, as well as improve expertise in risk management of
Al solutions®.

Taking into account the relevance of Al in the world, the development of regulation in the EU and
progress reached in Latvia, as well as taking into account the expected potential in the use of Al in
the world, the State Audit Office of Latvia agreed to carry out joint work to identify the readiness of
state administration’ to implement Al solutions and to create comparative research material on the
development of Al in the EU Member States upon receiving an offer from the IT Working Group of
the European Organisation of Supreme Audit Institutions (EUROSAI ITWG).

In the joint working group with colleagues from other countries, that is, Israel (coordinator of the
joint work), Estonia, France, Italy, Lithuania, North Macedonia, Poland, Romania, Slovakia,
Switzerland, nine blocks of questions were determined to identify the situation in the implementation
and use of Al (See Figure 2).
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Figure 2. Blocks of questions identified in the IT Working Group.

The results of the joint work are planned to be published in the second half of 2025, but for now we
offer to familiarise with the situation in Latvia.

Since the goal of the Review is to summarize facts on current issues in a short time, without drawing
conclusions or providing recommendations, we mainly communicated with the MSARD as the
leading institution for Al issues in state administration. In this Review Report, we have summarised
and provide more detailed information on specific aspects of Al development by outlining both
challenges and opportunities. We hope that the issues identified in the Review will be useful for the
further development of Al, including when responsible institutions plan and decide on the necessary
improvements. The Review Report is mainly addressed to the institutions involved:

- The MSARD as the leading institution® in the development and implementation of Al
solutions in state administration;

- Foundation “Centre for A", which will facilitate the implementation of Al in areas with high
potential by uniting the public sector, the private sector and science according to national
interests, national competitiveness, public skills, ethical, responsible and safe use of AI'°.

Although the regulations of other ministries do not include a precise function in the field of Al,
nevertheless, the Ministry of Education and Science, the Ministry of Economics and the Ministry of
Defence also play a significant role in the context of Al development when considering the fields of
activity of the ministries.

@ L248



INTRODUCTION AND USE OF ARTIFICIAL INTELLIGENCE IN LATVIA

The aim of this Review is also to provide information to each ministry and state institution as a
potential implementer, user and developer of Al solutions in its sector, including for the formation of
sectoral policy.

To identify and understand how AI technologies are used or planned to be used by the state
administration in its work, the information system auditors of the State Audit Office of Latvia
interviewed the MSARD, compiled publicly available information and surveyed state administration
institutions. There were 119 state institutions invited to complete a survey on their experience in the
implementation and use of Al, and 83 state institutions responded. We assess the response to
participation in the survey and the interest of the public sector as high.

Summary

The Review summarises facts and provides detailed information on key aspects of Al use and its
further development in state administration. These aspects include:

- The current situation in the use of Al solutions and plans for their use, initiated and planned
projects, spent and available funding;

- The defined strategy for the implementation, use and development of Al;

- Legal framework and requirements, including with regard to information security;

- Readiness for the implementation of Al solutions from the point of view of digital maturity,
infrastructure and human capital;

- Progress in natural language processing.

The survey results show that Al solutions are not new to state administration, as 17% of respondents
answered that they were already actively using them at work (for example, using both relatively
simpler solutions intended for document translation, information search, text and image processing,
and relatively more complicated solutions for data analysis, as well as virtual assistants) and 22% of
respondents planned to use them. In their turn, 55% of respondents admitted that they did not have a
clear plan for using Al

The survey results also show that state institutions expect specific benefits from the implementation
of Al such as reducing the time required for service provision (30%), improving service quality
(22%), and transforming (optimizing) the provision of a service or process. At the same time,
respondents are less likely to expect that the implementation of Al solutions could reduce service
provision costs (10%), ensure service personalisation (7%), and help create new types of services
(6%).

The practice and methodological approach in state administration how to achieve these benefits have
not yet been established.

The survey has identified both positive aspects and negative issues (See Table 1).
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Table 1

Positive aspects and challenges in Al implementation identified in the survey

Positive aspects

Challenges

28% of respondents said that they planned to
include Al goals and priorities in their
institution’s  strategy. 17% or 18% of
respondent institutions had already evaluated
the use of Al in some document.

State institutions use or plan to use Al solutions
to support research, ensure faster decision-
making, improve internal processes and
provide services or communicate with
customers.

7 institutions or 41% of respondents whose
institutions use Al solutions indicated that
productivity had increased after the
introduction of Al

8 institutions or 47% indicated that they are
still planning to evaluate whether productivity
has increased after the introduction of Al
solutions.

Respondents  indicated  the  following
productivity benefits: time savings, increased
quality, savings in human resources, and faster
work completion.

23 institutions or 62% of respondents whose
institutions use or plan to use Al solutions have
conducted or are planning to conduct an
assessment of the bias/ethical risks of the Al
solution  (providing incorrect answers,
discrimination, etc.).

No incidents related to the use of Al have been
identified so far (cybersecurity incidents,
attempts to influence the operation of Al etc.).

There is no common understanding at the
national level of what should be considered
AL

60% of respondents responded that the
institution did not have a designated
employee or division whose task was to
monitor  innovations, including  the
development of Al

The majority of respondents (54%)
indicated that the sectoral policy planning
documents did not include information on
the implementation of Al solutions and the
institution had not adopted a document
(strategy, work plan) that would include
goals and objectives in the field of AL
There is no single approach to accounting
for investments in the implementation and
maintenance of Al and separating them from
other investments is impossible.

40% of respondents responded that the
institution had not implemented risk
management, which assessed the risks
associated with the use of Al

69% of respondents indicated that the
institution had not developed guidelines for
the use of Al

In the opinion of the State Audit Office of Latvia, three groups of state administration institutions are
emerging, each with its own challenges:

- For state institutions that do not have a clear plan for using Al, the challenge is to keep up
with the rest of the state administration in certain areas because the possibilities of Al are not
being used to make functions more effective;

- For state institutions that are already actively using Al in their work, the challenge is to ensure
sufficient control over the results created by Al, including by reducing the risks of information
processing quality and confidentiality related to its use;

- In their turn, for state institutions that plan to use Al, the challenge is to ensure implementation
with reasonable resources and in a way that achieves the planned benefits.

@ |_250



INTRODUCTION AND USE OF ARTIFICIAL INTELLIGENCE IN LATVIA

These challenges mark a significant role in promoting, coordinating, and advising and supporting the
implementation of Al This is the role of the MSARD as the leading institution in the development
and implementation of Al solutions and the established the Centre for Al

On the one hand, Al is a technology but it is characterised by specific risks at the same time. Al is
also associated with the need to invest significant financial resources, for example:

- In 2020, when considering Informative Report “On the Development of Al Solutions”, the
Cabinet of Ministers took note that, in accordance with the European Commission’s plan for
coordinated Al development, public sector investments of Latvia in the development of Al
solutions should reach 25 million euros per year by 2029'!;

- In Informative Report “Strategic Roadmap for the Digital Decade for Latvia until 20307, the
budget for measures identified in section 10 “Artificial Intelligence”'? that can be attributed
to Al activities for business and industry is 165.09 million euros. It should be noted that the
measures are dedicated to the digitalization of business in general, including the promotion of
the use of Al, cloud computing and big data solutions in enterprises, while not separating the
activities intended for the aforementioned areas;

- “European Union Cohesion Policy Programme 2021-2027” Specific Support Objective 1.3.1
“To exploit the benefits of digitalisation for citizens, businesses, research organisations and
public institutions”, Measure 1.3.1.1 “Development of ICT solutions and services and creation
of opportunities for the private sector” has allocated 6.5 million euros for Al applications for
administrative productivity'?;

- Informative Report “On the Implementation of the Requirements of the Al Act”'* identifies
that the implementation of the requirements of the EU Al Act will cost approximately 1
million euros annually to ensure the implementation of the functions and tasks specified in
the AT Act.

214

One expects that public administration investments in Al could increase in the coming years. It
indicates the need to separate Al solutions from general digitalization plans. For its implementation,
not only an action plan for the implementation of Al is important, but also a mechanism for accounting
and monitoring progress. Moreover, all that effort must be based on a common understanding of what
corresponds to Al terminology at the national level.

The Review identifies several areas for the development of Al in public administration to be targeted
and balanced at the same time (See Table 2).

Table 2
Challenges identified during the Review
Area Challenge
Existing situation » Overall, there is no information available on what has already been done in the

field of AI implementation, projects implemented, Al solutions implemented,
good and bad experiences, resources used and benefits achieved, assessing
whether the implementation of Al has improved effectiveness, increased
efficiency or promoted other improvements.
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» The necessary infrastructure and other resources for the implementation of Al
have not been identified.

Strategy »  The field of Al in Latvia has been fragmented, with general goals for Al set out
in various documents, without a unified and coordinated policy, as there is no
strategy for the use and development of Al that would outline the achievable
results, deadlines, responsible parties and funding.

» A data strategy has also not been developed, but data is one of the most crucial
elements for the development of AI. The lack of a data strategy is partly
compensated by the fact that general principles for data dissemination and
exchange have been set in Latvia for many years.

» Inthe national-level planning document “Digital Transformation Guidelines for
2021-2027” and the implementation plan, it is not possible to identify specific
Al development issues and separate them from digital transformation issues.

»  Similar problems also exist in sectoral planning documents. Only in the welfare
and health sectors, there are more specific Al implementation plans and goals
outlined in state administration. In other sectors, they are difficult to identify.

Legal framework »  The rapid introduction of Al solutions and the willingness of state institutions
to recognise the risks associated with the security, ethical and legal aspects of
their operation are of concern, making legal frameworks an urgent necessity.
Not only is there a lack of legal frameworks and requirements for the operation
of Al but there is also a lack of guidelines to help state institutions implement
compliant, ethical and secure Al solutions.

International and > In international ratings that measure the development of a country, including

national ratings business environment, research and industry, digital maturity, national
innovation capabilities, and Al, Latvia receives lower rankings than Lithuania
and Estonia. In addition, there is a trend that the gap with the other Baltic States
is increasing. At the same time, Latvia has a good rating in the maturity of open
data, which can promote the development of Al solutions.

»  Since 2022, the e-index assessment of state institutions and municipalities has
no longer been carried out in Latvia, therefore, information about the situation
in specific sectors cannot be obtained.

»  Since 2022, the e-index assessment of state institutions and local and regional
governments has no longer been carried out in Latvia, therefore obtaining
information about the situation in specific sectors is impossible.

We hope that the Review conducted by the State Audit Office of Latvia and the survey results can
help those involved in developing Al policy and determining implementation activities to plan the
future implementation of Al technologies in state administration, as well as provide the state
administration with a broader summary of the problems identified in the field of Al
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The rapid development of artificial intelligence technologies in the public sector provides
the basis for initiatives to automate many repetitive tasks, improve the quality of services
and decision-making, and make public sector entities more efficient. Automating
processes and optimising activities can reduce time and save public budgets. It is
essential to keep pace with global trends in setting development directions, introducing
artificial intelligence technologies, and ensuring the right legal environment and
infrastructure. According to research, hundreds of millions of working hours can be saved
per year worldwide, and as much as 30% of civil servants' working time over a period of
5-7 years.

The audit contributes to an international audit on the use of artificial intelligence in the
public sector initiated by the Israeli Supreme Audit Institution. The international audit,
which involves 11 countries, assesses artificial intelligence in the following areas: national
strategy, funding, infrastructure, digital maturity, regulatory framework, information
security, public projects, human resources and natural language processing. The results
of the audit are expected to be published in September 2025.

Audit Objective and Scope

The objective of the audit is to assess whether the preconditions are in place for the
effective management of artificial intelligence in the public sector.

Main audit questions:

v"whether the conditions are in place for the development of artificial intelligence in
the public sector;
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v whether the regulation of the management of artificial intelligence is sufficient to mitigate
potential risks;

v"whether the resources needed for the functioning of artificial intelligence are
properly managed.

Audited entities:

v" Ministry of Economy and Innovation, as it formulates, organises, monitors and
coordinates the implementation of the State policy on technology and innovation, the
management of State information resources and digital development’,

v" Ministry of National Defence, as it formulates policy on cyber security and organises,
controls and coordinates its implementation?

v National Cyber Security Centre, as it implements cyber security policy and is responsible
for organising cyber security exercises and training?;

v Innovation Agency, as it implements national policy on technology and innovation®.

During the audit, we gathered information and interacted with representatives of the
Ministry of Economy and Innovation, the Ministry of National Defence, the National Cyber
Security Centre, the Innovation Agency, the State Digital Solutions Agency, the State Data
Agency, the Central Project Management Agency, the Lithuanian Association of Artificial
Intelligence, and interviewed 163 public-sector entities (the Office of the Government, all
Ministries and their subordinate institutions that are managers of the State's information
resources, and all municipalities). We collected information from 22 public sector entities
that indicated in the survey that they were implementing projects related to the application
of artificial intelligence technologies in their activities.

The audit period is 2021-2024. To assess trends and developments, we used data from the
previous years (2014-2020) and 2025 in some cases.

The audit was carried out in accordance with international standards of supreme audit
institutions. The audit criteria, procedures performed and methods used are described in
more detail in Annex 3 'Audit criteria, procedures performed and methods used' ( p. 39).

Key Audit Results

Effective management of artificial intelligence in the public sector is not yet possible due
to: inadequate conditions for the development of artificial intelligence technologies in
the public sector; a lack of procedures and guidelines for the management of artificial
intelligence in the public sector; and a lack of proper management of the resources
needed for the functioning of artificial intelligence.

T Law on Technology and Innovation, Art 9(2); Law on Management of State Information Resources, Art 11(1);
Resolution of the Government No 330 of 24 March 2010 "On the Areas of Management Entrusted to the Ministers",
paras 2.1, 2.21, 2.24.

2 Law on Cyber Security, Art 4(2)
3 Law on Cyber Security, Art 4(3), Art 8(2)

“ Law on Technology and Innovation, Art 14(1)
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1. Adequate conditions are not in place for the development of artificial
intelligence in the public sector

v There are no plans at national level to apply artificial intelligence in the public sector.
In 2019, Lithuania became the second EU country to develop an artificial intelligence
strategy, but it has not been adopted and has not become a planning document. The
provisions of the Strategy have not been translated into planning documents for the
2021-2030 development period. We found that the documents for this period do not
define strategic objectives, progress targets and measures for the application of
artificial intelligence in the public sector, with funding sources, monitoring and
assigned responsibilities. The absence of a national strategic approach on how the
public sector can take advantage of the opportunities and benefits of artificial
intelligence and the lack of a coherent approach to implementing artificial intelligence
solutions could lead to a loss of opportunities for the public sector to solve problems
efficiently, optimise business processes, improve quality of services, increase
transparency and rationalise the use of available resources (Sub-section 1.1, p. 15).

v Information on the implementation and use of artificial intelligence solutions in the
public sector is not collected at national level, and there is a lack of information on
good practices in the use of artificial intelligence in the public sector. The Ministry of
Economy and Innovation and the Central Project Management Agency, which manages
the projects, do not have comprehensive information on artificial intelligence
solutions. All responding ministries (13 out of 14) indicated that they do not collect
data on the implementation and/or use of artificial intelligence solutions in the
information systems and registers they manage. The examples of good practice
provided by the Ministry of Economy and Innovation are limited to publicised prototypes
or evaluation against expected changes in performance and cannot therefore be
considered as good practice examples. Both ministries and public sector entities
implementing projects lack a systematic approach to the application of artificial
intelligence in the public sector, and as many as 91% of the entities would like to join
successful sharing initiatives on the application of artificial intelligence. Without
coordinated implementation and adaptation of artificial intelligence solutions in the
public sector, their integration will be inefficient and fragmented, and the public sector
may lose the opportunity to solve problems efficiently, optimise business processes,
improve service quality, increase transparency and rationalise the use of available
resources (Sub-section 1.2, p. 16).

v The conditions are in place for the development of language resources for artificial
intelligence solutions, but the development and availability of resources to the public
sector is too slow. The development of language resources for artificial intelligence
solutions is being implemented through the activities of the progress measure "Developing
technological solutions and tools for the safe use of services". For the development period
2021-2030 EUR 42.35 million are earmarked for the development of language resources,
while 69.9% or EUR 29.61 million have been allocated to projects as of 03/01/2025 data,
and 5 out of 16 project proposals submitted for the implementation of language resources
did not have a signed contract. As the implementation of the projects started in 2024, the
development of the language resources and their availability to the public sector has been
postponed by one year to 2026 (Sub-section 13, p. 18).

2. National legal preconditions for the management of artificial
intelligence technologies are not sufficient
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v

3.

To implement the provisions of the EU's Artificial Intelligence Act, two draft laws have
been submitted to the Seimas for the appointment of two national competent
authorities and a single point of contact. The Ministry of Economy and Innovation is
responsible for artificial intelligence policy as one of the policy areas of information
society development and digital development, but the concept of artificial intelligence
is not defined in the relevant legislation. Guidelines on the ethical use of artificial
intelligence in science and education have been adopted, but they are limited to the
scientific field. For the vast majority (68.2%) of public sector entities assessed during
the audit, the national legal framework for artificial intelligence is unclear (lack of
definition, institutional responsibilities, regulatory guidelines, governance principles,
definition of procedures, etc.), and for as many as 86.4% of the entities, there is a lack
of national methodological guidance (aimed at facilitating the practical application of
artificial intelligence, ensuring privacy and security, responsible and ethical use, etc.).
In order to avoid over-regulation, the Ministry of Economy and Innovation plans to
regulate in national legislation only what is required by the Artificial Intelligence Act,
and will only propose additional legislation if there is an additional need. Without
sufficient national legal preconditions for the management of artificial intelligence
technologies, there is uncertainty for public sector actors on how to properly manage
and apply artificial intelligence technologies, which limits the growth of innovative
initiatives (Sub-section 2.1, p. 20).

The mitigation of artificial intelligence risks through a cybersecurity management
system is not ensured, as there are no specific requirements and procedures defining
how to ensure the security of artificial intelligence throughout its lifecycle. The vast
majority (81.8%) of public sector entities do not identify and assess the risks of artificial
intelligence when implementing projects related to the application of these
technologies in their operations, and none of them carries out an impact assessment
or has a plan to mitigate the risks. Entities indicate that risks are relevant but there are
no methodologies to manage them. There is a lack of training to develop the entities'
competences in artificial intelligence security management and it is not included in the
cybersecurity training programme. More than one third (36.4%) of the entities believe
that specialised training and exercises would help them to understand new threats,
develop their ability to respond to incidents and help them to predict the impact of
artificial intelligence (Sub-section 2.2, p. 22).

Failure to ensure proper management of the resources needed for the

functioning of artificial intelligence

v

The management of artificial intelligence computing capacity is not ensured. The
Ministry of Economy and Innovation has not set indicators for these capacities and the
periodicity of their monitoring, does not produce monitoring reports, and does not
collect information on existing capacities. The State Agency for Digital Solutions
assesses the need for artificial intelligence computing resources only after an
application has been submitted by public sector entities. Future computing capacity in
the public sector is not assessed. The Organisation for Economic Co-operation and
Development recommends that a national plan to increase artificial intelligence
computing capacity should be developed, periodically reviewed and, where necessary,
updated, but the Ministry of Economic Affairs and Innovation does not have such a plan
in place. According to the Ministry, capacity building cannot be an area of separate
planning as it requires a large amount of public financial resources, therefore artificial
intelligence infrastructure is built up when it is decided to meet the expressed need of
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state institutions for artificial intelligence solutions. Inadequate monitoring does not
assess existing and future artificial intelligence computing capacity, does not ascertain
whether the availability of computing capacity meets demand, does not ensure
reliable capacity building and the availability of resources for public sector Al projects
(Sub-section 3.1, p. 25).

None of the public sector entities assessed during the audit have defined data
management processes related to the development of artificial intelligence systems,
only one out of 22 (45%) has a defined process for recording the origin of the data
used in artificial intelligence systems and the criteria for preparing the data, 2 entities
(9.1%) document the information on the acquisition and selection of data used in
artificial intelligence systems, and 5 entities (22.7%) have defined data quality
requirements. Entities do not implement the artificial intelligence data controls
required by ISO/IEC 42001:2023 Artificial Intelligence Management Standard because
they do not see the need, because they are governed by governing legislation, or
because they use public data from internal systems. Inadequate information
management poses risks to data security (data or data sets may be compromised,
including unauthorised access, data loss), privacy (artificial intelligence systems often
handle sensitive data, which can expose entities to regulatory or legal issues due to
breached confidentiality) and integrity (distorted or biased data can lead to false,
inaccurate results or poor decision-making) (Sub-section 3.2, page 26).

None (out of 22) of the public sector entities assessed during the audit has a list of
artificial intelligence competences or skills that are necessary for building the human
resource competences needed to adopt artificial intelligence technologies. Almost half
(40.9%) of the entities have not appointed staff responsible for the implementation of
artificial intelligence projects, and a small proportion (18.2%) have established project
implementation teams. 30.8% of staff involved in project implementation have never
received artificial intelligence training and only one in two (50%) rate their skills in this
area as at least 8 points. There is no training programme to develop the competences of
public sector staff in implementing artificial intelligence solutions, and the Innovation
Agency's training focuses on promoting innovation. The training covers artificial
intelligence issues, but the majority (75.7%) of the public sector entities surveyed did not
participate due to the limited number of participants. 70.1% of respondents do not know
where to go for methodological support in applying artificial intelligence technologies in
their work. Due to the lack of a systematic approach to the development of artificial
intelligence competences, the majority (90.9%) of those implementing artificial intelligence
projects point to a lack of coordination of training and competences development. This
risks leaving the public sector behind in terms of innovation and the inability to apply it
to improve the efficiency of administrative processes (Sub-section 3.3, p. 27).

Recommendations

To the Ministry of the Economy and Innovation

1.

To ensure targeted and coordinated development of artificial intelligence solutions
in the public sector (key audit result 1):

1.1.  initiate changes to establish a national strategic approach to the application of
artificial intelligence in the public sector;
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1.2.  ensure the availability of information on the integration of artificial intelligence
in the public sector and the exchange of good practice.

2. Toensure the timely development and availability of the language resources needed for
the development of artificial intelligence solutions for the public sector, to reduce delays
and to ensure the achievement of the planned indicators (key audit result 1).

3. To create the conditions for public sector entities to properly apply artificial
intelligence technologies, develop methodological guidance on artificial intelligence
(key audit result 2).

4. To ensure a targeted increase in artificial intelligence computing capacity, improve the
monitoring of existing computing capacity so that it is based on indicators and allows an
assessment of the future computing needs of the public sector (key audit result 3).

5. To ensure the security, privacy and integrity of public sector data, there is a need to
improve the management of information on the role and impact of data in the
development or use of artificial intelligence systems throughout their lifecycle (key
audit result 3).

6. To ensure that public sector entities have sufficient competences to adopt artificial
intelligence technologies, ensure access to artificial intelligence training and
methodological support (key audit result 3).

To the Ministry of National Defence

7. To ensure that public sector entities adequately manage artificial intelligence risks
and ensure cybersecurity throughout the artificial intelligence lifecycle, improve the
existing cybersecurity regulation so that entities consider artificial intelligence as one
of the threats in their cybersecurity risk assessment procedures (key audit result 2).

The measures and deadlines for the implementation of the recommendations, the
expected impact of the audit and the indicators for measuring change are set out in the
report in the section 'Plan for the implementation of the recommendations' (p. 30). Up-
to-date information on the status of implementation of the recommendations, results
and developments is published in open data on the National Audit Office website
https:/ /www.valstybeskontrole.lt/LT/AtviriDuomenys.
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SUMMARY

The State Audit Office conducted an information systems audit, implemented as a performance
audit, entitled "Opportunities for the Use of Artificial Intelligence in the Public Sector’, with
the objective of assessing whether the public sector is prepared to apply artificial intelligence in its
operations.

This audit was conducted as a performance audit, in accordance with the Annual Work Programme
of the State Audit Office for 2024, and forms part of a parallel audit within the EUROSAI IT Working
Group, coordinated by the Supreme Audit Institution of Israel and involving the participation of 11
supreme audit institutions.

Although artificial intelligence is recognized as a key driver of digital transformation, the audit
found that a National Strategy and a comprehensive legal framework governing the
implementation of Al projects in the public sector have not been adopted.

Artificial intelligence is referenced in several strategic documents, but predominantly as part of
broader policy objectives, without dedicated action plans or a coordinated institutional approach.
Investments in ICT infrastructure for advanced research resources—such as supercomputers,
specialized servers for big data processing and machine learning, and the development of
technological centers — remain limited and contribute to reduced interest in Al-based projects.

Despite the absence of a national strategy and a relevant legal framework for Al applications in the
public sector, between 2018 and 2023, 48 projects containing Al elements were financed through
the Fund for Innovation and Technological Development, with a total value of EUR 6,110,044.

2021 13 projects 2023 6 projects

2019 8 projects 2022 18 projects

None of the Al projects supported have been implemented in the public sector. Insufficient
promotion and the lack of a public registry of Al projects significantly reduce their visibility,
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traceability, and applicability, thereby negatively affecting opportunities for implementation,
dissemination, and further public-sector investment.

Most Cofinanced area with Al projects

m Marketing E-Comerce ® Medicine

W Agriculture ®IT
0 2 4 6 8 10 12 14

Across 12 sectors (aircraft industry, automotive/ agri-industry, veterinary services, e-business,
energy, healthcare, IT/finance, IT/education, public administration, legal sector, manufacturing, and
finance), one Al-related project has been co-financed in each sector.

In 2023 _the Governmen_t of the Republic of North ADA IN THE FIRST 60 DAYS
Macedonia launched its first Al-based digital assistant, ™ N 23T ST i e pehc W

ADA, aimed at improving transparency and access to 1598 O
information on investment opportunities. The tool is no
longer operational despite an investment of EUR

150,000. One of the key reasons is the non-renewal of

the contract with the economic operator responsible for m
the development and maintenance of the application.

a3e gon e

The absence of next-generation supercomputers,
reliable data centers, and specialized systems for big data processing limits the country’s readiness
to deploy Al in the public sector.

Coverage with Very High-Capacity Networks (VHCN) in the EU Member States and the Republic of
- lonw L L

North Macedonia.
! hS ) ~ » 4 4 . y A L ' Me

Coverage with fixed Very High-Capacity Networks (VHCN) includes 408,446 households, or
68.23% of the total number of households in the Republic of North Macedonia. Of these, 63,781
households, or 10.65% of the total number of households in the Republic of North Macedonia,
are in rural settlements.
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Total 5G Coverage in the EU Member States and the Republic of North Macedonia.
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Despite official announcements, the technology park in Skopje has not yet been constructed, while
existing initiatives remain incomplete. This highlights the need for targeted investment in
infrastructure that will enable secure, reliability, and efficient application of modern technologies,
in line with European regulations and strategic objectives for digital transformation.
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Artificial intelligence has the potential to significantly enhance the performance of multiple sectors:
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However, these potentials remain largely untapped due to the absence of a national Al strategy,
adequate infrastructure, and limited human resources.

Additionally, limited availability of open data, weak coordination with international bodies, and low
institutional readiness are bottlenecks to Al development in the country. Access to open, structured,
and machine-readable public-sector data is a key prerequisite for the development of Al-based
systems.

Universities play a significant role in developing human capacities for artificial intelligence; however,
systemic integration with the public sector and a unified cooperation platform are lacking. Based
on responses from six higher education institutions, the largest capacities are identified at the
Faculty of Computer Science and Engineering (FINKI) and the Faculty of Electrical Engineering and
Information Technologies (FEIT) at Ss. Cyril and Methodius University in Skopje, with more than
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1,700 bachelor's theses, 220 master's theses, and 37 doctoral dissertations related to Al. Some
universities participate in natural language processing projects such as TTS-MK and ChatMed.
Nevertheless, the absence of a public register, formal retraining programs, and a centralized
database of Al-trained professionals limits coordinated development in this strategic area.

Natural language processing (NLP) projects represent important steps towards the local
development of artificial intelligence, with a focus on preserving and enabling the practical use of
the Macedonian language.

. Beae® @ M B —

The “Buki” model, developed by Ss. Cyril and
Methodius University in 2024, enables automatic
speech-to-text transcription with punctuation and
ot Dt . grammatical structuring and is applicable in education,
public administration, and for persons with disabilities.
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Within the pilot project for the 112-
emergency number, artificial | _
intelligence is used for real-time == -

analysis and decision-support == — ?f
recommendations during emergency N 'L- o

calls;  however, its  full-scale 34,2 : an
implementation is constrained by ) > (;f"

additional financial requirements and - o N

the absence of a comprehensive legal = —-— o A

and technical framework. s

These initiatives underscore the need for dedicated investment, language adaptation, and
institutional support to fully exploit the potential of artificial intelligence in areas of critical public
interest.

Although the legislative framework for personal data protection is
aligned with the EU General Data Protection Regulation (GDPR), the
audit found that the application of these standards in Al projects is
insufficient and poses potential risks. Projects such as the 112 system,
which involve real-time Al-based transcription and translation, require
_,,,_‘u S e specific Data Protection Impact Assessments (DPIAs), a practice that has
not yet been systematically established.

The Personal Data Protection Agency lacks sufficient supervisory capacity and is not involved in the
drafting of sector-specific legislation. According to the European Commission Report for 2024, “no
progress has been achieved in the area of personal data protection”, highlighting weak inter-
institutional coordination, ineffective monitoring of recommendations, and insufficient
accountability of public institutions. ”

In the absence of a dedicated national regulatory framework for artificial intelligence aligned with
personal data protection legislation, the protection of citizens' personal data cannot be fully
ensured. Although the legal basis exists, effective oversight and control mechanisms are required
for the application of Al technologies.

The country possesses a foundation for the development of ethical standards in the implementation
of artificial intelligence; however, a formalized and comprehensive mechanism regulating ethical
aspects has not yet been established. Additional institutional and legal mechanisms are necessary
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to ensure ethical, transparent, and non-discriminatory use of artificial intelligence by the public AUDIT

sector, in line with European standards. . . ipe e . .
International parallel audit on artificial intelligence
The public sector is not prepared to use artificial intelligence in its activities due to the absence of
a strategic and legal framework, action plans, a development budget, as well as the current state

of ICT infrastructure and human resources.

Federal Chancellery, Federal Statistical Office, Federal Office of Information Technology,
Systems and Telecommunication, Federal Office of Communications

The recommendations are addressed to the Ministry of Digital Transformation, in cooperation

with the Government of the Republic of North Macedonia and other key stakeholders, and focus KEY FACTS
on:
Artificial intelligence (Al) is increasingly permeating many areas of people's lives and the economy. The debate
e Establishing a strategic and legal framework for Al implementation around Al has gained considerable traction in the media and politics. The Swiss Federal Audit Office (SFAQ) is
« Improving ICT infrastructure participating in a parallel audit entitled "Examine the government sector’s preparedness for implementation

of Al technology". The audit was launched in 2024 by the European Organisation of Supreme Audit Institutions
(EUROSAL). In further audits, the SFAO assessed the extent to which the groundwork has been laid for the
adoption of Al in the Federal Administration. It examined two areas of action: institutional Al frameworks and
specific Al projects.

e Creating a centralized Al project database
e Enhancing international perception of digital maturity and Al readiness
e Strengthening collaboration between public administration, academia and business

* Introducing effective personal data protection mechanisms for Al projects The Al initiatives launched by the Confederation create a framework for institutional Al which provides a firm

foundation for the adoption of Al. At the same time, the Confederation has launched numerous Al projects,
some of which have already been put into practice. However, pioneering Al projects should be visible to the
public and demonstrate the responsible use of Al in the Federal Administration. There also needs to be effective
coordination between the two areas of action, to ensure the targeted further development of Al, and to keep
pace with the rapid advances in Al technology. Moreover, closer coordination reduces the risk of shadow IT, in
other words IT solutions that are developed outside of authorised use and validated infrastructure. It is difficult
to regain control of uncoordinated and redundantly structured IT infrastructures at a later date, which impairs
both IT security and the administration's economic efficiency.

The institutional framework is being refined and many projects have been launched

The report "Challenges of Al" by the interdepartmental Al working group was the initial spark for the design of
the institutional Al framework®. Various Al initiatives were subsequently launched, in order to embed the use
of Al technology in the Confederation strategically and in terms of regulations. Important milestones have been
reached and are now being consolidated. This includes the implementation plan for the Federal Administra-
tion's Al strategy, the preparatory work on implementing the Council of Europe's Al Convention and the estab-
lishment of a concept to further develop the coordination of federal Al. Together with analyses on infrastruc-
ture topics, a sound institutional Al framework will be finalised by the end of 2026.

The "Al projects" area of action demonstrates a great deal of initiative on the part of the Confederation, as
over 100 sub-projects have been launched. Specialist offices are using their expertise to develop and run their
own Al projects. These bottom-up initiatives include innovative applications such as SwissPollen from Mete-
oSwiss and the Swiss Energy Dashboard from the Federal Office of Energy, as well as Al-based dialogue systems
— chatbots. However, there is a lack of pioneering Al projects which could play a leading role in the Confedera-
tion. This would include projects that —irrespective of their size —are practical and show clearly how Al is used
in the Confederation, even in sensitive areas of application. They would be essential to demonstrate the re-
sponsible use of the new technology and promote acceptance of Al within and outside the Federal Administra-
tion.

4 Report by the interdepartmental working group on artificial intelligence, for the attention of the Federal Council (downloaded on

13.05.2025)
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It is also necessary to strengthen data governance. Government Al relies on high-
quality, accessible, documented, and secure data that can be shared among government
ministries. Israel has a policy for information sharing, but significant barriers exist:
protracted approval processes, regulatory and bureaucratic constraints, enforcement
deficiencies, incompatible information systems, and reliance on manual procedures.

In the absence of a structured and quantifiable government data strategy, it is difficult
to convert government databases into a dependable infrastructure for data reuse,
advanced analysis, and the deployment of responsible Al within the public sector.

Human capital plays a crucial role within the public service. Israel demonstrates strength
in technological human capital and research; however, additional, complementary
capabilities are required of government officials - public servants, managers, regulators,
procurement personnel, legal advisors, information security personnel, and internal
auditors - who have the capacity to comprehend artificial intelligence technology in
depth, evaluate its associated risks, oversee external suppliers, and ensure that its
application serves the public interest. Specific training alone is insufficient; rather, a
comprehensive policy is required to cultivate literacy and competence in this domain
within the public service.

In summary, Israel is one of the leading nations in innovation, research, and human
capital within the domain of artificial intelligence. However, the main gap exists in

the government'’s capacity to translate this advantage into a coherent strategy,

the necessary infrastructure, data governance, and comprehensive, responsible
implementation within the public sector. This gap can, and should, be mitigated.
Achieving this objective requires decisive government leadership, the establishment

of an approved national plan including targets, milestones, and a multi-year budget, as
well as mechanisms for measurement and oversight, computing and data infrastructure,
risk-adjusted regulation, and systematic training of public employees. The National
Artificial Intelligence Directorate plays a central role in advancing these matters.

I wish to extend my gratitude to all the Supreme Audit Institutions that participated in
the parallel audit, as well as to the audit teams that contributed to the development of

a comprehensive, professional, and pertinent comparative analysis. This collaboration
exemplifies the added value provided by EUROSAI and the Supreme Audit Institutions

in an era characterized by rapid technological advancement. Our responsibility is to
ensure that the processes of adoption and assimilation of these innovative technologies
are conducted in a manner that safeguards human rights, reinforces public trust,
guarantees the responsible use of state resources, and promotes a high-quality,
efficient, effective, safer, and more transparent public service.

e
LA~ Bass
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Matanyahu Englman
State Comptroller and
Ombudsman of Israel
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Governance and digitalisation incentives under scrutiny

Federal efforts focused primarily on the design of the institutional Al framework, while Al projects resulted
from initiatives by the specialist offices. There is scarcely any overlap between these two areas of action. How-
ever, the further development of the Al framework would have to be focused more towards pioneering Al
projects, in order to make the precise design more specific. Conversely, the know-how already obtained should
flow into pioneer projects which, for example, develop Al-supported, automated systems for decision-making
and their preparation. Yet such projects, which can optimise repetitive administrative tasks, are vastly un-
derrepresented.

The efficacy of digital transformation governance should be re-evaluated by the Confederation. The steering
model, which provides guidance on digital topics to people in the Federal Administration, has been in place for
four years. The aim is to adapt the decision-making powers, so as to strengthen shared progress in the area of
digitalisation. This is a desirable approach that is indispensable for a cross-cutting issue such as Al. At the same
time, incentives are being sought to make more consistent use of the potential for efficiency gains — notably
through the use of Al. If the new governance structure for digital transformation proves useful, it would
strengthen the efficiency and competence of the federal government in Al matters.
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Opening Remarks by the State Comptroller and Ombudsman
and EUROSAI President

Artificial intelligence (Al) is no longer a future concern; it is already transforming
governmental operations, the provision of public services, decision-making processes,
and the relationship between the citizen and the state. Al technologies enable the state
to enhance services, save resources and expedite procedures, helping it to address
complex challenges. Nonetheless, alongside the significant opportunities afforded by
these technologies, they entail substantial risks: violations of privacy; the propagation
of bias and discrimination; unregulated data utilization; reliance on external suppliers;
vulnerabilities in information security; a lack of transparency, and difficulties in
attributing responsibility where public decisions are supported by algorithmic systems.

In this context, the Office of the State Comptroller and Ombudsman of Israel, operating
within the framework of EUROSAI - the organization of Supreme Audit Institutions
(SAls) of Europe, of which the State Comptroller of Israel is president - initiated a
parallel multinational audit addressing governments’ preparedness for the artificial
intelligence revolution. This audit, led by the Office of the State Comptroller of Israel,
supplements the report | published in November 2024 regarding national readiness in
the field of artificial intelligence. Supreme audit institutions from twelve countries -
France, Italy, Switzerland, Poland, Romania, Slovakia, Estonia, Lithuania, Latvia, Albania,
North Macedonia, and Israel - participated in the multinational audit, whose findings are
published in this report. The very existence of a parallel audit in this dynamic, innovative,
and multi-systemic domain reflects the evolving role of state audit institutions: not
merely to respond once risks have materialized, but to evaluate proactively, during

the preparatory phase, whether the state is establishing the necessary infrastructure,
regulatory frameworks, and capabilities to enable the responsible, safe, and beneficial
utilization of technology.

The audit assessed governmental preparedness across nine critical domains: national
strategy, budgets, regulation, infrastructure, information security, digital maturity and
data governance, government projects, human capital, and natural language processing.
The resulting international overview reveals that while some countries are undertaking
measures to enhance readiness, others are not. Numerous countries have already
initiated efforts to promote the adoption of artificial intelligence; however, their degree
of readiness is contingent upon the capacity to integrate strategic vision, budgetary
allocations, computing infrastructure, data governance, human capital, regulatory
frameworks, and oversight. In instances where these elements progress separately,

the strategy frequently remains declarative, budgets fail to translate into tangible
products, and projects do not evolve into comprehensive and sustainable governmental
capabilities.

II_I@

In the context of Israel, a complex situation is observed. On one hand, Israel enters

the artificial intelligence (Al) revolution from an advanced starting point. The country
benefits from a developed technological and economic ecosystem, robust research

and development capabilities, high-quality human capital, and a substantial innovation
industry. In various international indices, Israel ranks among nations with significant
potential in the Al domain, particularly in the fields of research, development, and human
expertise. Furthermore, Israel has implemented noteworthy government initiatives: the
promotion of Al projects within public services, the mapping of government applications
of Al, activity in the field of natural language processing for Hebrew and Arabic, the
formulation of policies regarding regulatory principles and ethics, as well as the
establishment of initiatives focused on data governance and information sharing.

On the other hand, precisely in light of this initial starting point, insufficiencies in the
government's capacity to translate the national advantage into a comprehensive,
coordinated, and implementable government action plan are prominent. Although in
September 2025, pursuant to Government Resolution 3375, the government adopted
the recommendations of the Nagel Committee and mandated the establishment of

the National Artificial Intelligence Directorate within the Prime Minister's Office, this
resolution stipulated that the Directorate would operate in coordination with the National
Digital Agency in all matters pertaining to the implementation of the technology in the
public sector. Nevertheless, the audit revealed that, as of the audit's end date, Israel had
not yet approved a long-term and comprehensive national plan in the domain of artificial
intelligence, encompassing a vision, goals, milestones, clearly defined government
responsibilities, timelines, a budget, and mechanisms for measurement and control.
Although Israel has engaged in phased initiatives and programs in recent years, in
comparison to countries that have adopted dedicated artificial intelligence strategies

or integrated the field into broad digital programs, the necessity to develop a binding
government framework, one that would establish the field as a sustained national
endeavor, including the formulation of a comprehensive national strategy and plan, was
pronounced.

An additional deficiency that arose during the handling of the matter pertains to the

gap between budgeting and implementation. Despite the approval of substantial
budgets, their execution was partial and, in certain domains, notably minimal. This was
particularly apparent in the domain of advanced computing infrastructures, specifically
supercomputing and infrastructures for training large models - elements that constitute
fundamental prerequisites for research, development, and government deployment of
artificial intelligence on a broad scale. The audit findings reveal that infrastructure is not
merely a technical issue; it determines what the state is able to develop, at what pace,

to which degree of autonomy, and at what level of control over sensitive information and
critical services.
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