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This paper looks at the possibilities that a broad-based innovation policy contained by the na-
tional innovation strategy recently adopted in Finland opens up for the promotion of workplace 
innovations and examines the types of knowledge needed in workplace development. The author 
highlights the interconnections between workplace development and the prerequisites of both 
economic growth and the preservation of the Finnish welfare state. The paper also aims to explain 
why, in addition to the productivity of work, improving the quality of working life should feature as 
an increasingly important aim in the innovation policy of the future. An argument for the need of 
three types of knowledge in workplace development – design knowledge, process knowledge and 
dissemination knowledge – is made, together with an overview on new developments in each of 
those three domains. In conclusion, the author demonstrates how problems in the productivity of 
work and the quality of working life can be simultaneously tackled with at work organization level 
through two kinds of development approaches. 
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Introduction

There is more talk about innovations in Europe today than ever before. A typical 
viewpoint put forward in the discussions is that the best way for Europe to suc-
ceed in the global economy is through forming a home base for active generation of 

product, service and business management innovations. The capacity to produce innova-
tions particularly in the high-skill, high-tech segments of the economy is a central means 
through which Europe will be able to maintain its comparative advantage on the global 
scale (e.g. Storrie & Ward 2007).

In recent years, Finland has gained reputation as one of the few countries, which has 
adopted the concept of ‘national innovation system’ as a guiding principle for its science 
and technology policy (Gergils 2005; Miettinen 2002). Until the early 2000s, however, the 
Finnish policy approach could be characterized, though ‘systematic’, as ‘narrow’ in the 
sense that its focus was firmly on technological innovations, it concentrated on advances 
in certain key branches and technologies, and it promoted innovation activity mainly by 
funding leading-edge firms and top universities and research institutes. In 2007, Prime 
Minister Vanhanen’s Government launched the preparation of a national innovation  



24 Workplace development as part of broad-based innovation policy Tuomo Alasoini

strategy for Finland. The strategy, completed in 2008, is based on the idea that the focus 
of innovation policy should be shifted increasingly to demand and user-driven innovations 
and the promotion of non-technological innovations (Aho et al. 2008).

According to the strategy, also workplace development should be closely integrated 
as part of innovation policy planning and implementation in the future, sufficient finan-
cial resources for the promotion of workplace innovations should be ensured, and new 
methods for spreading workplace innovations should be extensively developed. In this 
respect, the new strategy could be considered an important milestone in Finland. Even 
though Finland has been among the top countries in Europe regarding investments in 
this area in recent years (Alasoini 2009; Brödner & Latniak 2003; Gustavsen 2007), 
it was only in the new strategy that the promotion of workplace innovation became a 
generally recognised sector within mainstream innovation policy.

The increase in workplace development activities that started in the 1980s has been 
promoted by several factors in Finland. One such factor has been Finland’s long tradi-
tion in both bipartite cooperation between employer and employee organizations, and 
tripartite cooperation between labour market organizations and government. In the af-
termath of the deep recession that plagued Finland in the early 1990s, employer and 
employee organizations were well prepared to expand their cooperation with govern-
ment into workplace development. Another contributing factor has been the upsurge, 
beginning in the early 1980s, in working life research and, specifically, the rise of action-
oriented research on working life in universities and research institutes. This was a result 
of improved research financing opportunities, as well as being due to the culmination of 
problems in work ability, early retirement and job satisfaction, as well as the emergence 
of new approaches. These new approaches included, for example, participatory action 
research, socio-technical systems design, organisation development (OD), developmen-
tal work research, and process management. 

The first government-funded programmes to focus exclusively on promoting work-
place change and innovation in Finland began in 1993 and 1996, with the launch of the 
National Productivity Programme and the Finnish Workplace Development Programme 
(TYKE). The first programme was initiated by labour market organizations, the second 
by the Ministry of Labour. The Ministry of Labour coordinated both programmes, in 
which social partners were also closely involved. In 2004, the two programmes were 
combined under a new seven-year ‘umbrella’, titled the Finnish Workplace Develop-
ment Programme (TYKES). In 1996–2010, over 1800 workplace development projects 
were funded through the programmes. Unlike in many other countries, the programmes 
were targeted not only at businesses, but also at the public sector. In the 1990s and 
2000s, some other programmes and projects funded by the Ministry of Social Affairs 
and Health, the Ministry of Education, the Finnish Institute of Occupational Health and 
the European Social Fund have also focused on working life development. 

The TYKE and TYKES programmes funded considerably large development proj-
ects, lasting typically from one to three years, which not so much aimed at ‘quick fixes’, 
but which were intended to pave the way for long-term development cooperation be-
tween management and personnel. The programmes left a lot of leeway to workplaces 
for setting project goals and implementation. The most typical aims of the projects were 
to improve work processes, forms of work organization, working methods, supervisory 
work and human resource management (HRM) practices. Usually, development groups 
were established to enable the implementation of the project on the shop floor level. In 
most cases, analyses and chartings of different kinds were carried out during the course 



 Nordic journal of working life studies Volume 1  ❚  Number 1  ❚  August 2011 25

of the project, for example, at the starting phase to provide basic information for devel-
opment activities and at the concluding phase in the evaluation of project results. Typi-
cal methods used in the projects included also interviews, coaching, process consulting, 
team training, action research, process descriptions and process flow analyses. All in 
all, the methods used in the projects varied considerably, depending on the goals of the 
projects and the expertise of the consultants and researchers participating in the projects 
(Alasoini et al. 2005; Arnkil 2008). 

As part of the implementation of the new innovation strategy, the TYKES programme 
was transferred to Tekes, the Finnish Funding Agency for Technology and Innovation, in 
2008. Founded in 1983, Tekes is the largest public financier of research and R&D activities 
in Finland. In recent years, the scope of its operations has been expanded from technology 
to innovation in a more general sense. In 2008, another adjustment was made in the legisla-
tion concerning Tekes, as the task of the organization was expanded to cover ‘innovative 
research and development of working life’ as well. At the same time, increasing productivity 
and the quality of working life (QWL) were included in the goals of its operations. 

In an outside expert assessment of the Finnish innovation system that was carried 
out in 2008–09, the basic ambition of ‘broad-based innovation policy’ contained by the 
strategy was welcomed but the concept was also deemed vague in content (Veugelers et 
al. 2009). Seen from the history of workplace development in Finland, the new concept 
opens up new possibilities for increasing the social effectiveness of workplace develop-
ment activities by making it easier for companies to launch comprehensive projects for 
the development of their operations. For example, it is now possible for Tekes to grant 
companies funding for R&D projects, which at the same time aim at renewals in their 
products and services, processes, work organization, management and personnel. On the 
other hand, owing to the fuzziness of the new concept, it also includes significant sources 
of potential tension. This tension boils down to two aspects, in particular, that have 
formed the value basis of the ‘Finnish model for workplace development’, as represented 
by the workplace development programmes, but that have so far been largely ignored 
in Finnish mainstream innovation policy (Alasoini 2009): firstly, workplaces should be 
developed in a way conducive to simultaneous, and mutually supporting, improvements 
in operational performance and QWL. Secondly, cooperation between management and 
personnel in development is necessary, because in this way it is possible to utilize versa-
tile expertise in the planning and implementation of new solutions and to create shared 
understanding and acceptance based on the decisions that will be made. 

Underlying these two aspects has been a constructive view on workplace innova-
tions. According to this view, the concept of ‘workplace innovation’ is not limited to 
the adoption of a ready-made set of ‘high-performance work practices’. The concept 
refers to collaboratively constructed changes in a company’s organizational and HRM 
practices that lead to simultaneous improvements in operational performance (e.g. work 
productivity, product quality, process flow) and QWL (e.g. employees’ opportunities for 
development and exerting influence at work, employee well-being at work) and that also 
support other types of innovation. The last part of the description is based on the view 
that different types of innovation at the company level are usually interwoven with each 
other, containing significant complementaries (Breshanan et al. 2002; Laursen & Foss 
2003; Whittington et al. 1999). 

This paper examines three types of knowledge that are needed in workplace de-
velopment to overcome this tension and reinforce the position of workplace develop-
ment as an integral part of the new innovation policy approach. The views presented 
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below are mostly based on the author’s long involvement in workplace development 
programmes in Finland, supplemented with a review of the literature. The article is 
based on the conception that the significance of QWL as a national competitive factor 
is increasing in Finland. Based on experiences from Finland, the article considers how 
productivity and QWL can be promoted simultaneously in a situation where a skewed 
age structure and a decreasing supply of workforce threaten to shake the foundation 
of the entire welfare state. The question is particularly acute in Finland, where the old-
age dependency ratio (the number of those aged 65 or more compared to the number 
of 15 to 64-year-olds) will deteriorate rapidly in the next few years and is predicted  
to be the highest among EU countries sometime in the 2020s (http://www.euphix.org/
object_document/o5117n27112.html, read 14 February 2011). At the same time, Fin-
land could also be considered as an interesting reference point for many other countries 
as a forerunner of an ambitious innovation approach, in which a special emphasis is laid 
on workplace innovations as well.

Good productivity and quality of working life as prerequisites  
of the Finnish welfare state

The economic well-being of a nation can be presented as a function of two factors: the 
ratio of gross national product (GNP) to the number of working hours and the ratio of 
working hours to the amount of population. The first factor (GNP/working hours) de-
scribes the productivity of work, and the second factor (working hours/population) de-
scribes the participation of population in working life and the average working times. 

It is not realistic to presume that the average working times would increase in Fin-
land in the future. Alongside work, Finns today place an increasing value on family life 
and free time (Lehto & Sutela 2009). Also, the proportion of people performing part-
time work is small in Finland (9% in 2008), which further limits the opportunities to 
increase average working times. The maintenance of economic well-being in Finland 
thus depends primarily on work productivity and the population’s rate of participation 
in working life. 

Jalava and Pohjola (2008) have stated that because in the next few years the amount 
of labour input can no longer grow in Finland due to the change in age structure, any 
increase in the standard of living must thus result from an increase in work productivity. 
According to them, a rise of 0.5 percentage points in the annual growth rate of work 
productivity compared to the current growth rate would, in a period of a few years, pro-
duce a higher standard of living than the creation of 100 000 jobs. Means of increasing 
the productivity of work include investments in human capital, investments in machin-
ery, equipment and infrastructure and technological development, such as the adoption 
of new products, services and operating methods. Jalava and Pohjola find that as the 
economy becomes increasingly knowledge-intensive, the significance of technology for 
growth in productivity – and consequently for growth in economy itself – is further em-
phasized. Information and communication technologies and the new operating methods 
enabled by them hold a key position.

Three remarks can be made regarding Jalava and Pohjola’s perceptions. First, even 
though relatively slight improvements in productivity growth can produce a significant 
impact on the standard of living, it is not self-evident that a constant increase of 0.5 
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percentage points in the annual growth rate of work productivity, as cited by Jalava and 
Pohjola, would be easily attainable. In fact, what we find is that even though work pro-
ductivity growth in Finnish industry has been relatively fast in recent years, the overall 
growth rate shows a clear downturn trend since the mid-1990s, owing to the fact that 
growth has markedly slowed down in many service industries (Figure 1). As the Finnish 
economy is becoming increasingly service-oriented, relying on the notion that future 
economic growth could be ensured by growth in productivity alone would be risky.

Figure 1: Average annual work productivity growth in Finland in 1976–2008 , % (source: Pasanen 2010)

Secondly, as stated above, the supply of workforce in Finland is decreasing due to skewed 
age structure. This means that rise in the standard of living is, in the future, based on 
growth in work productivity alone. This does not mean, however, that the rate at which 
the supply of workforce is decreasing would not directly affect the potential for con-
tinuing to increase the standard of living. Development in the rate of participation in 
working life will thus continue to have an impact, just like it has done until now, on the 
economic potential for maintaining well-being.

The third remark concerns the fact that a high rate of participation in working life 
is in itself one factor that legitimizes the welfare state. If, in the future, we were to focus 
single-mindedly on generating productivity growth in order to maintain the welfare 
state, how could we be sure that the increasingly small amount of people doing increas-
ingly high-productivity jobs would still be willing to cover the cost for making publical-
ly-supported welfare services widely and affordably available to the whole population? 

An important way to prevent – or more aptly to slow down – the reduction in la-
bour input now discernible in the horizon would be to extend careers beyond current 
retirement age. For the purposes of economic growth, extending careers beyond retire-
ment age is more important than getting people to join the workforce at an earlier age. 
Mainly, this is down to two reasons.

First, as the economy becomes increasingly knowledge-intensive, it is not realistic 
to presume that the average duration of young people’s education and training could be 
essentially shortened. In fact, to increase productivity, we are more likely to need even 
greater investments in human capital, which is likely to increase pressures in the oppo-
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site direction. Second, the positive effects of extending the careers of ageing workers are 
more significant, as in Finland the older age groups are far more populous. Surveys (e.g. 
Kauppinen et al. 2009; Tuominen et al. 2005) have shown that the qualitative character-
istics of working life associated with the work environment, working hours, leadership 
and management, the atmosphere and social relations in the workplace, and the content 
of work emerge among the most significant motivation factors when people consider the 
option of extending their careers. 

The development of labour force participation rates of older age groups in Finland 
during the last 20 years is, in fact, impressive. The positive trend shown in Figure 2 is 
due to many intertwining factors. It demonstrates that it has been possible to increase 
the participation of older age groups in working life and there still exist much room for 
improvement through further improvements in QWL, among others.

Figure 2: Labour force participation in Finland among older age groups in 1990–2010, % (source: 
Finnish Labour Review, various issues)

From a socio-political viewpoint, it is thus worthwhile to look for methods that have 
a simultaneous impact on the two central factors to economic growth, i.e. the produc-
tivity of work and the amount of labour input (in practice, the amount of workforce). 
The amount of workforce can be impacted positively by improving QWL (which of 
course is not the only way). QWL has direct positive effects on the prerequisites of 
economic growth: it is possible to extend the careers of ageing workers by improving 
QWL, as stated earlier. QWL can also have indirect positive effects on the prerequisites 
of economic growth which are mediated through growth in productivity, as QWL is an 
important prerequisite and motivation factor for people to perform their work more 
efficiently. 

Different strategies to promote workplace innovation

It is possible to make a distinction between different types of policy approaches in the 
promotion of workplace innovation. On the most general level, we can talk of ‘hard’ and 
‘soft’ forms of regulation. The former concept refers to legislative intervention. Soft reg-



 Nordic journal of working life studies Volume 1  ❚  Number 1  ❚  August 2011 29

ulation, in turn, refers to non-binding, persuasive policy intervention (Trubek & Trubek 
2005). Deregulation can be regarded as the third main approach. Hard and soft regula-
tion can be further divided into direct and indirect forms (Table 1).

Table 1 Policy options in the promotion of workplace innovation

Hard/indirect regulation
legislation which focuses indirectly on  

workplace innovation through changes in 
some other policy area (e.g. product market  

and labour market)

Hard/direct regulation
legislation which focuses directly on  

workplace innovation (e.g. organizational  
and HRM practices)

Soft/indirect regulation
general policy frameworks 

and recommendations

Soft/intermediate-stage regulation
information on ‘best 

practices’, and training and  
education to managers and  

employees

Soft/direct regulation
advisory and consulting 

services, benchmarking tools, 
and grants and subsidies to 

companies

Deregulation

The use of direct legislative intervention in the promotion of workplace innovation is 
rare. What we find, instead, is a great variety of soft forms of regulation (Alasoini 2009). 
A soft approach can be a useful policy option, especially in situations where the ob-
jects for change (companies) are heterogeneous; processes leading to desired changes 
(workplace innovations) can take different shapes; and means used in the promotion 
of changes (the introduction of new organizational and management practices) are of a 
sensitive nature. 

Viability of the different policy options in Table 1 is dependent on what are the 
main reasons for the low level of workplace innovation in companies. Indirect forms of 
soft regulation may be enough, if it is solely a matter of lack of information. Intermedi-
ate-stage forms are needed in cases where a company lacks information or competence. 
If the major obstacle is in the motivational area (e.g. lack of pressure on the part of cus-
tomers, competitors or any other stakeholder groups) or related to the high level of risk 
of innovating (e.g. long pay-back times of the investments made in workplace innova-
tion, volatility of the environment or possible leaks in the actions taken), direct forms of 
soft regulation, combined with indirect forms of hard regulation, may be required.

A study by Business Decisions Limited (2002) on the obstacles to wider diffusion of 
new team-based forms of work organization that was carried out in 10 EU countries in 
the early 2000s provides useful information on the most common apparent and underly-
ing factors for the low level of workplace innovation in Europe. Among the companies 
that did not apply new forms of work organization as defined in the study, the biggest 
obstacles concerned motivational factors, i.e. new forms of work organization were not 
needed to meet customers’ needs or did not fit the company’s culture or strategy. Mo-
tivational factors were also mentioned as the main reason for problems that emerged 
during the implementation phase among the users of new forms of work organization, 
while also factors related to lack of competence played a role. The study gives strong 
support to a view that in most cases effective promotion of workplace innovation would 
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call for more direct means than providing solely general policy guidelines, information, 
or training and education. A Finnish study that was made afterwards gives similar re-
sults (Ylöstalo 2005). In Finland, too, the two most important reasons for not applying 
team-based work patterns were their incompatibility with the company culture and the 
fact that they are not required in responding to the needs of customers.

What kind of knowledge is needed?

Based on the above, soft regulation possibly supported by indirect legislative regulation 
emerges as the main means to promote workplace innovation. The main use of legisla-
tion lies in the opportunity to impact the operating environment of companies, such as 
the labour and product markets. However, when attempting to impact matters internal 
to companies with the aim of improving operational performance and QWL, the signifi-
cance of soft regulation is highlighted.

Examples of direct forms of soft regulation stated earlier were advisory and consult-
ing services, benchmarking tools, and grants and subsidies to companies. Development 
programmes are a widely used approach, which is based on soft regulation, making use 
of the above means, in facilitating workplace change and innovation. By ‘programme’, 
we mean fixed-term institutionalized activity in which, first, development is guided by a 
shared framework which applies to several companies at the same time while; secondly, 
the content of the framework has been agreed by management and personnel of the com-
panies in question, together with main stakeholder groups such as central government, 
the social partners and researchers, consultants and other experts; and thirdly, the compa-
nies involved engage in exchange of information, interaction and cooperation (Alasoini 
2008). Even though there is wide evidence of publically-funded development programmes 
to promote productivity and QWL in different countries, the programmes and the analy-
ses performed on them (e.g. Alasoini 2009; Brödner & Latniak 2003; Business Deci-
sions Limited 2000; Den Hertog & Schröder 1989) rarely contain detailed assessment 
of the type of knowledge the development work performed in the programmes and their 
projects was based on. A partial exception to the rule is Naschold’s (1994) seminal work, 
in which he traces ‘best practices’ of national strategies in developing workplaces. 

In workplace development, it is possible to make a distinction between three ele-
mentary types of knowledge that is needed for designing and implementing programmes 
of the kind described above. In order to bring about improvements in operational per-
formance and QWL through projects, knowledge on both new workable designs and 
collaborative ways to construct them at workplace level is required. Design knowledge 
is needed in exploring the existing and the possible future states and features of com-
panies by mirroring them to different theories or models of design. The means used in 
this can include various ‘good practices’ concerning areas such as work process, work 
organization, working methods and the work environment and analyses performed on 
the development possibilities of companies. Process knowledge is needed to help compa-
nies find proper ways of implementing participatory processes of change on the basis of 
theories or models of change and development intervention. In addition to micro-level 
changes, workplace development programmes aim to bring about changes in work-
ing life on a broader front, too. Therefore, dissemination knowledge is needed for the 
purpose of supporting the transfer and diffusion of experiences of new designs and 
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processes of change and intervention for the benefit of actors who did not themselves 
participate in the projects. In the following, a more detailed description of each knowl-
edge type is given.

Design knowledge

The implementers of programmes and projects must have an insight of the type of fac-
tors that should be influenced in order to achieve the desired changes in the company. 
Three main approaches can be distinguished here (Delery & Doty 1996). In the fol-
lowing, we provide a short characterisation of each and consider their usefulness for 
workplace development.

Firstly, there are views according to which it is possible to find certain organiza-
tional and HRM practices and underlying principles that can be applied in order to 
promote operational performance and QWL in a more or less generally applicable way. 
This type of approach could be called universalistic. For example, Appelbaum et al. 
(2000) distinguish three sets of practices (or principles) that lead to high-performance 
working: those that ensure that personnel has sufficient skills and competencies, those 
that motivate personnel by providing them appropriate incentives, and those that sup-
port personnel’s opportunities for substantive participation in work-related matters. In 
addition to ability, motivation and opportunities for participation, Guest (2006) empha-
sizes the significance of practices that are associated with high commitment of personnel 
to the organization. 

The contingency approach, in contrast, starts out with the assumption that there 
are no unique, generally applicable organizational and HRM principles or practices, 
and instead what is relevant is how compatible they are with the operating environment 
of companies and, in particular, with their basic business strategy choices. According to 
the contingency approach, several ‘good’ or ‘best practices’ can be identified, and their 
functionality will then depend on this compatibility (e.g. Boxall & Purcell 2003; Gual 
& Ricart 2001). 

A third approach is the configurational approach. According to this approach, 
attention must be paid, in addition to the external fit between practices and strategy 
choices as in the case of the contingency approach, to the mutual internal fit of these 
practices. The practices produce more or less unique combinations, which can be called 
configurations. The functioning of the configurations depends on the complementarity 
of their different elements. Complementarity can be said to exist between two elements 
when doing more of one thing increases the returns to doing more of the other (Roberts 
2004, 34). The idea of complementarity leads to the principle of supermodularity, i.e. 
the benefit produced by a certain combination of practices is bigger than the total benefit 
that might accrue from adopting each individual practice separately. The configurational 
approach differs from the other two approaches dealt with above, particularly in its 
more holistic view. Another difference is that in it, it is assumed that the maximum 
performance level can be attained through many different combinations of practices 
(the principle of equifinality), rather than just some specific combination. On an episte-
mological level, the configurational approach may be seen to give more emphasis to the 
significance of ‘local’ knowledge of the actors in searching for workable designs at the 
expense of descriptive or analytical models.
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The approaches are thus based on different assumptions. They should not, however, 
be perceived as wholly separate or mutually exclusive but may also serve to complement 
one another. The usefulness of the approaches for workplace development can be con-
sidered through the categorisation presented in Table 2.

Table 2 Three approaches to design knowledge and their usefulness in development activities

Approach Usefulness

Universalistic: ‘good’ or ‘best’ organizational  
and HRM principles/practices

Principles: useful when setting goals for  
programmes and general criteria for projects
Practices: applicability depends on context

Contingency: external fit between company  
strategy, and organizational and HRM  
principles/practices

Strategy-based view: problematic: ethically  
questionable and highly selective
Resource-based view: useful

Configurational: internal fit between  
organizational and HRM principles/practices  
(and external fit to company strategy)

Principles: offers few principles that can be  
generalized more widely
Practices: useful when creating functional  
organization-specific solutions

The usefulness of the universalistic approach derives mainly from the setting of goals for 
programmes and criteria for projects. It is possible to formulate some general principles 
that should be accounted for in workplace development, even if the actual practices cre-
ated based on these principles would vary according to situation. These could include 
principles that promote a high level of skills and competences, and strong motivation 
and commitment among personnel as well as good opportunities for participation in the 
workplace and for influencing one’s own work. Another such principle could be that 
the management and personnel have the capacity and willingness to collaborate in the 
pursuit of common goals. Yet another could be the capacity of the company to make use 
of various kinds of external expertise and different networks of experts to support its 
operations and development. 

The utilisation of the contingency approach in workplace development is a less 
straight-forward matter. The traditional strategy-driven conception, according to which 
strategies and markets ultimately define the resources required from a company and 
thereby also determine the most appropriate organizational and HRM practices, will, 
when applied too rigidly, lead to a situation that is ethically problematic. This means 
that different practices would need to be recommended to different companies, and 
the impacts on QWL would most likely also be vastly different. One way to avoid this 
would be to concentrate exclusively on companies that apply strategies ‘appropriate’ for 
the purposes of promoting QWL. In both of the cases described, the actual consequence 
could be increased segmentation of working life and workforce and even the promotion 
of inequalities.

In a more recent, resource-driven conception, the contingency approach has been 
turned on its head. According to it, companies are able to expand their strategic leeway 
and positioning in their own operating environment by purposefully developing their re-
sources. The development of resources, such as the skills and competences of personnel, 
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improves the innovative capacity of the company, which increases its opportunities to 
choose between alternative operating strategies and liberate itself from the need to seek 
purely cost-based competitive advantage (e.g. Bessant 2003; Dabhilkar & Bengtsson  
2007). Resource-driven contingency thinking is thus well-suited as a starting point for 
workplace development.

The usefulness of the configurational approach lies primarily in the designing of 
project-level solutions. The approach helps us understand, for example, why companies 
are often unwilling to try out solutions that have proved useful elsewhere or why these 
solutions do not work in the expected way when transferred from one environment to 
another but may, in fact, sometimes lead to the exacerbation of the situation, rather 
than improvement (Pettigrew et al. 2003; Roberts 2004). The approach can also help to 
understand why certain combinations of different practices may have qualities that pro-
mote or reduce operational performance or QWL. The main limitation of this approach 
lies in its poor capacity to produce straight-forward knowledge that can be directly 
applied in other contexts. A view of organizational change which is based on the con-
figurational approach needs to be supported with supplementary views, i.e. views that 
combine its holistic and systemic perspective with a developed methodology to analyse 
mutual incompatibilities between practices as starting points for employee-involving 
development initiatives, such as developmental work research (e.g. Engeström 2005). 

Process knowledge

Rather than completely separate categories of knowledge, design and process knowl-
edge are, in fact, interconnected in many ways. Different approaches used in workplace 
development may, however, stress them and their significance in different ways. It is 
thus possible to talk about design-oriented and process-oriented approaches (Buhanist 
2000). 

A traditional way to differentiate between approaches in relation to process knowl-
edge is to distinguish between approaches that are expert-driven or promote personnel 
participation (participatory). In the former, the change process is guided by a model cre-
ated by management and/or consultants or researchers. The role of personnel is mostly 
limited to the adjustment of certain details. In the latter, the personnel is a genuine, 
independent actor in the planning and implementation of changes.

Another distinction focuses on whether the approaches would be best described as 
monologue-oriented or dialogue-oriented. The expert-driven approach is largely based 
on monologue: the source of all planning and ideas for change is expert knowledge 
alone. The simple fact of personnel participation does not, however, mean that the ap-
proach could be described as dialogue-oriented. If management and personnel have their 
own separate objectives and requirements, the solutions achieved may not amount to 
more than compromises adhering to the traditional logic of negotiation. A dialogue-
oriented approach means that in their mutual interaction, the parties are prepared to 
genuinely listen and understand each other and consequently also prepared to critically 
analyse their own starting points and adjust them (e.g. Gustavsen 1992; Lehtonen & 
Kalliola 2008). This means that the interaction between the parties can generate solu-
tions that are genuinely more evolved than would be possible through the independent 
effort of any one party (Table 3).
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In dialogue-oriented approaches, the change process is typically conceived of in the form 
of a cycle. This means that even though the process can be divided into certain logical 
and consecutive stages, it also involves feedback reactions and redefinitions. The change 
process is also not understood as a group of independent and one-off events, but differ-
ent cycles are layered on top of one another and succeed one another. The importance 
of a dialogue-orientation in different approaches has been advocated based on reasons 
other than its instrumental value. Dialogue-orientation and the broad-based participa-
tion required by it have also been considered humane or democratic values in themselves 
like in participatory action research (Gustavsen 1992; Lehtonen & Kalliola 2008). In 
developmental work research, dialogue and participation in the form of ‘multi-voiced-
ness’ have been considered significant also due to the potential for expansive learning 
inherent in it, i.e. learning that leads to a more developed conceptualization of the object 
and motive of one’s activity (Engeström 2005).

The generation of workplace innovations typically requires a dialogue-oriented ap-
proach. A constructive view on workplace innovation adopted in this paper empha-
sizes the ‘local’ and ‘re-inventive’ nature of innovation, which means that the concept 
should not be equated with, for example, the adoption of any ready-made set of ‘high-
performance work practices’. Companies can model their workplace innovations on 
those implemented elsewhere, but refining them into renewals that improve operational 
performance and QWL in their own operations often requires a vast amount of what 
can be described as re-inventing the innovation at the local level. Generally speaking, the 
degree to which an innovation is re-invented, i.e. modified by the adopter as it diffuses, 
is positively related to the innovation’s sustainability (Rogers 2003, 429).

According to the constructive view, workplace innovations should be studied as three-
dimensional phenomena (Table 4). Their content describes the features comprised in the 
new practice. The process describes how the new practice is created and who have par-
ticipated in its creation. Has a wide range of information sources and diverse knowhow, 
for example, been utilized in creating the new practice? The third dimension refers to the 
context, i.e. the purpose for which the new practice has been created. For example, will a 
shared view of the purpose of the new practice arise between the relevant actors? 

In order to genuinely promote the development of working life and workplace in-
novations, design knowledge thus requires process knowledge to support it. Process 
knowledge helps to make use of versatile competence in the implementation of changes 
and to create shared understanding between the actors on the necessity of changes and 
the new solutions developed. Direct forms of participation usually form the main chan-

Table 3 Three different operative logics when implementing changes

Approach Interaction between management  
and personnel

Logic guiding the solutions

Expert-driven Monologue-oriented Dictation

Involves genuine participation  
from personnel

Monologue-oriented Negotiation

Involves genuine participation  
from personnel

Dialogue-oriented Co-creation
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nel of involvement for most employees during the process of change. The more ambi-
tious, complex and unpredictable the change is by its aims and possible outcomes, the 
more important it is to back up direct employee involvement with supplementary repre-
sentative forms of participation (Nielsen & Lundvall 2003). 

Recent innovation research has placed increasing emphasis on the significance of 
organizations’ external network relations to innovations. One of the best-known con-
tributions to this is the distinction made by Chesbrough (2006) between the traditional 
closed and a more recent open model. Despite its name, Chesbrough’s model of open 
innovation becomes less open when the ownership of information is considered. A 
number of other new innovation models contain much more radical perceptions with 
view to openness and the sharing of information (e.g. Howe 2008; Lee & Cole 2003; 
Von Hippel 2005). 

The utilisation of open and distributed networks offers a vast amount of possibili-
ties for workplace development as a new perspective to process knowledge. By bring-
ing together companies, communities and individuals interested in similar development 
questions or even engaged in similar development activities, it is possible to generate 
new solutions and promote interactive learning. In fact, the development of workplace 
innovations often offers even better opportunities for the application of the concept of 
open and dispersed innovations than purely technological innovation activities, as the 
issues focused on are less often deemed confidential and their direct copying is typically 
more difficult.

Dissemination knowledge

According to the traditional linear innovation model, an innovation is a one-directional 
process. The linear model has been previously used mainly to describe the birth of tech-
nological product innovations. When applied to workplace development and workplace 
innovations, the linear model can be described as a three-stage process (creation – trans-
fer – reception). Solutions which prove to be useful are created in a local context; then 

Table 4 The three dimensions of workplace innovation

Content (What?) ⇒ The new practice contains some properties that enable  
improvements to the current state of affairs.

Process (How?) ⇒ The new practice has been created in a process which,  
through wide participation of the personnel and, where  
necessary, of customers, has enabled broad-based  
utilization of expertise in designing and implementing  
solutions. 

Context (Why?) ⇒ The new practice has been created in a context which,  
through extensive interaction between management,  
personnel and, where necessary, customers, has  
enabled the emergence of a shared understanding of  
the bases of solutions.

Source: Inspired by Martens et al. (2006) and Pettigrew (1987). 
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these, or some elements of these, are transferred into another context; and, finally, they 
are adopted in one form or another in a new context.

It can be assumed that the factors affecting the diffusion of workplace innovations 
are similar to those impacting the diffusion of innovations in general. Rogers (2003) has 
identified five principal factors affecting the diffusion. These are: the relative advantage 
of the innovation; its compatibility (i.e. the degree to which an innovation is perceived 
as consistent with the existing values, past experiences and needs of potential adopters); 
its simplicity (i.e. the degree to which an innovation is perceived to be relatively easy 
to understand and use); its trialability (i.e. the degree to which an innovation may be 
experimented with on a limited basis); and its observability (i.e. the degree to which the 
results of an innovation are visible to others). On general note, it can be claimed that 
in the light of the above five criteria, the diffusion of workplace innovations according 
to the linear model poses a number of challenges. Also results from several workplace 
development programmes show that ideas that have proved functional in one company 
typically are not easily diffused to other companies (e.g. Arnkil 2008; Gustavsen 2008; 
Riegler 2008). 

We can refer to the existence of a chasm between the first-order and generative 
results of a programme (Alasoini 2006; 2008). First-order results mean changes im-
mediately due to projects undertaken in the companies participating in the projects. In 
programmes promoting workplace change and innovation, typical first-order results are 
improvements in product quality, process flow, the design and organization of work, 
the work environment and job satisfaction. Generative results show how the results of 
projects supported through the programme benefit other parties besides those directly 
involved. However, generative results do not necessarily – and in workplace develop-
ment, not even primarily – involve ready-made ‘best practices’ that can be transposed 
from one context to another; rather, they involve the production and dissemination of 
generative ideas which can become sources of inspiration or encouragement to actors 
outside the project.

Table 5 contains five different strategies that can be applied to improving the pro-
gramme’s capability to produce generative results. The strategies are different in terms of 
the methods they utilise when seeking to improve various phases of the processes leading 
to innovation (creation – transfer – reception), and in the manner in which they define 
the phases’ temporal relationship. 

The first strategy is based on the idea of deploying various means of transfer, for ex-
ample training, mentoring, marketing, consultancy, seminars, publications, data banks, 
etc., more efficiently within programmes. The second alternative is to shift programme 
resources from the ‘over-resourced’ innovation creation stage (i.e. the stage at which 
‘good practices’ are created in demonstration projects) to the ‘under-resourced’ recep-
tion stage. Thirdly, it is possible to improve the capacity of programmes to provide 
generative results, by enhancing the knowledge provided by demonstration projects. 
This is achieved through a more rigorous analysis of causal mechanisms and the inter-
dependencies between different phenomena. Such a process applies to the relationships 
between the new (good) organizational and HRM practices and the desired outcomes, 
as well as between the organizational and HRM practices themselves (e.g. Hesketh & 
Fleetwood 2006; Martens et al. 2006). A shared feature of all three strategies is that they 
continue to be based on the idea of temporally separated phases of creation, transfer and 
reception. 
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The fourth strategy, in turn, is based on the idea of enriching the knowledge provided 
by demonstration projects, by rendering this knowledge more interactive and easier to 
adopt for other workplaces. Within the programme, good practices including a lot of 
‘flesh and blood’, i.e. including emotional aspects and examined from multiple perspec-
tives, are substituted for traditional ‘passive’ and formal presentations, case banks or 
other kinds of description. The interactive nature of good practices is enhanced, for ex-
ample, by using narrative methods or those which produce different kinds of emotional 
experiences. Here, particular attention is paid to the distinct learning styles of differ-
ent potential adopters (Arnkil 2008). The fourth strategy represents a partial departure 
from the viewpoint that creation and reception are two totally separate phases of the 
innovation process. 

The fifth strategy for creating generative results, i.e. utilising learning networks, cor-
responds to an even more radical blurring of the tendency to think in phases. In utilising 
learning networks, the idea is to bring together, within programmes as well as individual 
projects, several actors who share an interest in sufficiently similar development issues, 
but who still have a sufficiently broad diversity of expertise. Several parallel experiments 
are ongoing at the same time, learning from each other by exchanging information or 
joining forces to achieve something together. The production of generative results is thus 
an in-built objective in making use of learning networks. Such networks can function 
within the context of a programme, not just as a forum for the exchange of information 
between project participants, but also as an intermediate-level structure which might fa-
cilitate the broader exchange of information, both within programmes and beyond their 

Table 5 Different strategies for improving the capacity of programmes to produce generative 
results

Strategy Relation between creation, 
transfer and reception

How to improve 
creation?

How to improve transfer 
and reception?

More efficient use of 
means of transfer

Sequential No change Selective and tailor-made 
use of means for targeted 
groups of potential  
adopters

Shift of resources  
from creation to  
reception

Sequential More focused  
approach

Increased support for 
‘second wave’ adopters

Elaborating causal  
mechanisms of  
demonstration

Sequential Greater research  
input

More convincing evidence-
based argumentation

Enriching knowledge  
from demonstration

Partly overlapping Broader base for  
validation

Bridging the social and  
cultural gap between  
creation and reception

Using learning  
networks

Parallel Mutual learning within learning network, through 
interaction and co-creation, improves creation 
and forms a broader and more valid basis for 
transfer
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boundaries. In recent years, the Nordic countries have formed the most interesting field 
of experiments in the utilisation of such networks in the European context, not only in 
the distribution of information about new organizational and HRM practices or other 
solutions but also in the creation of new knowledge regarding these practices (Alasoini 
et al. 2011; Ekman et al. 2011).

How to promote the productivity of work and the quality  
of working life simultaneously?

As stated earlier, it is socio-politically worthwhile to look for means that impact the 
productivity of work and the amount of labour input simultaneously. It was also stated 
that the amount of labour input can be influenced through improving QWL. However, 
increasing productivity on the level of the national economy does not mean that the 
primary development target on the level of the individual work organization would also 
have to be the productivity of work. Improvement in operational performance, such as 
the quality of products and services, customer service or process flow, may have positive 
macro-level effects that are reflected in work productivity. Rather than take the narrow 
notion of work productivity, the target of workplace development on the level of the 
work organization thus consists of the simultaneous improvement of the broader con-
cept of operational performance and QWL.

Operational performance and QWL are intertwined in many ways on the level of 
the work organization. A central point of departure for the TYKE and TYKES pro-
grammes in Finland has been that problems in both operational performance and QWL 
can be analysed as reflections of deficiencies in the overall mode of operation prevalent 
in the organization and that problems in both areas could be tackled with similar means 
(Alasoini et al. 2005). An analysis of 409 concluded development projects that were 
funded by the programmes between 1996 and 2005 shows that in more than 70% of 
the cases simultaneous improvements in operational performance and QWL at work or-
ganization level could be found (Ramstad 2009). The analysis also found a clear positive 
association between improvements in these two areas. The main conditioning factors for 
projects that had made simultaneous progress in performance and QWL were employ-
ees’ participation in the planning and implementation of the projects, close cooperation 
between management and personnel during the implementation phase, tailor-made de-
velopment methods used by the consultants or researchers working for the projects, and 
utilization of external networks in support of the project. 

To demonstrate what was stated above and how in concrete terms simultaneous 
improvements in performance and QWL have been achieved in the projects, we make 
use of a distinction made by Virkkunen et al. (2007) between two different approaches 
applied in workplace development. In the following, these are termed process-driven 
development and concept-driven development. ‘Process-driven’ here refers to an orienta-
tion towards a set of activities that produce value to a customer, and should not be con-
fused with ‘process-oriented approaches to development’ as opposed to ‘design-oriented 
approaches’ (see above). 

Process-driven development is based on the notion that work organizations can be 
described as a collection of operational processes. As the traditional way to design and 
describe organizations has been mainly based on functions, it has often been the case 
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that not enough attention has been paid to the designing and development of processes. 
In the operations of organizations, this has led to breaches in communication, distur-
bances, quality deficiencies, waste, overlapping or extra work, etc. All of these decrease 
operational performance and reduce QWL, for example by increasing work load, reduc-
ing employees’ discretion over the work speed and creating tensions and conflicts within 
the work organization. By identifying core processes and performing participatory mod-
elling on them, analysing their problem areas and finding new solutions for these prob-
lem areas, it is often possible and even relatively easy to find sustainable solutions for the 
simultaneous improvement of operational performance and QWL. 

In recent years, the amount of interest in process-driven development has been in-
creased by greater demands regarding the quality, flexibility and customer-specific tai-
loring of the products and services of companies and public workplaces. In the projects 
carried out in the TYKE and TYKES programmes, work processes have constituted the 
most common target of development. The development of work processes has often 
resulted in changes in the organization of work, skills and competence requirements, 
leadership and management as well as in internal and external cooperation relationships 
of the organization. 

Even though process-driven development has contained – and will continue to do 
so in the future – significant opportunities to improve the operational performance of 
organizations and QWL, process-driven development is, due to the deep-rooted cultural 
impact of Taylorism on management thinking, often guided by a relatively static percep-
tion of the needs of the customers and of the products and services provided. Sometimes 
it is necessary to place the entire operational concept of the organization under critical 
inspection. Concept-driven development is based on a notion according to which work 
organizations can be viewed as functional systems. The pace of change varies between 
the different parts of the system, as they are under the impact of different pressures 
to change. The differences in timing cause functional disturbances and compatibility 
problems, which reduce both operational performance and QWL (Launis & Pihlaja 
2007). In situations where the different parts and processes of an organization continue 
to evolve guided by different historically formed concepts, a mere critical assessment of 
processes may no longer be sufficient. In this situation, a broader approach to develop-
ment is necessary that aims at locating an entirely new guiding concept. Locating a new 
operational concept and putting it into practice usually calls for redefinition of existing 
organizational boundaries and the emergence of new cooperative relationships.

Concept-driven development may also lead to a rather radical redefinition of the 
products and services and customer relationships of organizations. It is likely that this 
type of approach to development will be required more and more often in the future, 
as operating environments become increasingly volatile. Indications that the need for 
concept-level development approach is increasing in significance can be seen for exam-
ple in the Finnish metal industry, retail trade or hotel and restaurant business already 
from several years ago; companies compete increasingly with comprehensive concept-
based offerings, instead of individual products or services. The same line of develop-
ment is taking place in publically-funded services. For example, efficient response to 
the double pressure that is expected to impact the field of social and welfare services 
in the years to come in Finland – simultaneous increase in demand and decrease in 
the supply of workforce – may not be possible with process-level development alone 
(Virkkunen et al. 2007). 
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It is through concept-level development that the new, broad-based view of innova-
tion activity will be probably best able to display its strengths in the future. Concept-
level development usually calls for holistic approach to development, which at the same 
covers new business management, technological, service and work organizational solu-
tions, i.e. systemic innovation; a matter that is in the heart of the new broad-based in-
novation policy in Finland.

conclusion

This paper has highlighted the interconnections between workplace development and 
the prerequisites of both economic growth and the preservation of the Finnish welfare 
state. It has aimed to explain why, in addition to the productivity of work, improving 
the quality of working life should feature as an increasingly important aim in the inno-
vation policy of the future. The article presents an elaborate argumentation in favour 
of the kind of broad-based innovation policy, which is based on mutually-supporting 
relationship between economic and human and social aspects of work activity. At the 
centre of workplace development are the working people, their work activity and the 
organizational and communal forms that serve to bind these activities together. It is 
through this perspective that workplace development adds value to other innovation 
activity and interacts with other perspectives contained by the new and broadened 
innovation policy.

Secondly, this paper examines what kind of knowledge is needed for designers and 
implementers of workplace development programmes and projects in order to reinforce 
and legitimize their position in the new innovation policy approach. Based on a con-
structive view on workplaces innovation adopted in the article, the author makes a 
distinction between three types of knowledge: knowledge on new workable designs, 
knowledge on collaborative ways to construct or re-invent the designs at work organi-
zation level, and knowledge on how to produce and disseminate knowledge on work-
place innovations as generative ideas for the use of actors outside the project. Besides 
Naschold’s (1994) seminal work, there exist, so far, surprisingly few detailed policy-ori-
ented analyses where the focus has been on the knowledge infrastructure of workplace 
development programmes and projects.

Finally, the macro-level analyses on the role of workplace development and QWL 
in the overall innovation policy context and the meso-level analyses on the types of 
knowledge needed in workplace development presented in this paper, are supplemented 
with a look at micro-level conditions for successful projects. It is argued that especially 
the principles of concept-driven development are well in line with basic premises of the 
new broad-based innovation policy approach.
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