University of Tampere
Department of Political Science
And International Relations

Antti T. Makela

The Creative Powers of the Information Society:
A Hayekian approach to the Finnish information society strategies

Antti T. Makela (80624)

antti.t. makela@uta.fi

Political Science

Masterds Thesi s, Ma \
llkka Ruostetsaari



University of Tampere

Department of Political Science and International Relations

MAKELA, ANTTI T.: The Creative Powers of the Information Society: A Hayekian approach to
the Finnish information society strategies

Masterdos thesis, 83 p.

Political science

May 2010

ABSTRACT

The subject of this study is to compare Hayekian theoretical reasoning with the Finnish infor-
mation society and to formulate the subject matter to public administration strategies for the
development of the Finnish information society between 1995 and 2006.

Methodologically, the study follows a theoretical framework that rests on the Hayekian notion
of the creative powers of a free civilization. This framework is further extended with more con-
temporary phenomena, e.g. open innovation, New Public Management and the idea of social
capital. The methodological tools that wield the Finnish information strategies are essentially
gualitative and converge to an approach of methodological triangulation or mixed method re-
search strategies.

The Finnish information society strategies have undergone an evolutionary advancement
process where the creative powers possessed by single individuals have been portrayed in
varying ways. Although the individual abilities have been utilized in the information age to
create more value in the products and services in use, this tendency has been treated as a
neglected by-plot in the Finnish information society strategies.

According to the findings this study analyzes, the Finnish information society would benefit
from more strategic functions based on the depicted theoretical matrix. By doing this, the stra-
tegic processes would add on the number of organizational interest groups, attain more in-
formation to produce better services and increase transparency. Consequently, the public or-
ganizations would acquit themselves better for their appointed basic task and mission. Such a
strategic operational principle would not only reciprocate with the extent of the operational en-
vironment of the information society, but would correspond to the societal conceptions of
Friedrich August von Hayek.
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1. INTRODUCTION

The future was Finnish; the information societyd slevelopment had reached its peak in inter-
national comparison, and the nation was led with a vision that encouraged businesses, public
servants and academics to flow in concert. One could make observations of certain optim-
isms, which crystallized into a common goal that had been attained successfully.* Yet some-
thing happened 1 the rankings decreased dramatically after the 1990s. While entering into the
21st century, the common denominator of reports, speeches and strategies was the new en-
feebled situation. To add insult to injury, the present-day criticism is ever so incisive, claiming
that the i nf ostategyhasfailedsabogeiherf y 6 s

Miscalculated strategic planning leads to situations where it is no longer understood how fu-
ture expectations are to be met. The situation inevitably influences how the concurrent envi-
ronment is understood. In information society strategies, such a condition escalates into diffi-
culties in e-services that are planned and produced by the public sector.® Projects that were
to hasten and deepen the development were suddenly described as gigantic mammoth-like
processes, produced through an organizational model outsized and heavy for its purposes.*
Consequently, the out-of-date strategies made governmental services too particular and

needlessly sophisticated, thus the processes remained inevitably comprehensive.

Stumbling through the dark as some might think, governmental officials have been forced to
amend their strategies i which makes sense while taking into account the continuous turbu-
lence of the Internet that manifests itself in emerging values, culture, technology, roles and
gualities. Also, the creative powers of the information society seem to function in a way that
has been outlandish for public planning, and at the same time we are on the verge of new un-
derstanding with completely new opportunities. One of the biggest refinements in the overall

environment is its magnitude in size and dimensions, sometimes referred to as a social enter-

! Kasvio 2001, v.

2 salminen 25,11, 20009.
% Talouselama 28.8.2009.
* Ibid.
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prise.® This means that people have more opportunities as digital citizens across the board,

thus making the sectoral cooperation inside social enterprise as vital as ever.

The focus of this study is concentrated on public administration and how it is directed strateg-
ically in the context of the Finnish information society. The latest vision for the Finnish infor-
mation society tells a story of end-user driven services and platforms for new innovations and
businesses, where openness and transparency are seen to reflect a new operational envi-
ronment, while the previous strategies have different approaches and tones. ° In this study, |
will review these strategies by examining how openness and transparency are understood in
the context of the Finnish information society. Since it can be claimed that openness is both a
cause and a condition of certain ideological reasoning, | will be comparing these strategies
with the ideal an open society with Hayekian undertones. In theoretical sense, this rather
normative starting point for the study aims at explaining how Hayekian reasoning explicates
the individual capabilities and, additionally, how they should be nurtured in directing organiza-
tions to improve performance in the context of the information society.

1.1. Background discussion

The distinctive main features of an unsuccessful information society strategy can be unders-
tood as the inappropriate pursuits of the directive management. Primarily, the most evident
factor is that the strategic plans do not reciprocate with the prevailing operational environ-
ment. These errors are conducted when the organization designs processes that have al-
ready been invented, and thus misspends its capabilities, or when the organization designs
processes that nobody outside the entity is interested in.” The directive organization does not
make errors on purpose. The essential claim of the overall frame of reference is that the pub-
lic organization lacks knowledge and information about the prevailing environment for suc-

ceeding in making better decisions.®

®> The model for social enterprise includes different overlapping sectors in social life where individuals can oper-
ate and are influenced not solely by the public or the private sector, but in an interface that connects them. This
model is reviewed more closely when considering the case of innovation processes. (Westall 2007).

® The Finnish Consulting Group 2009.

" For example, the Finnish version of the electronic identification system has been criticized of being an unne-
cessary and expensive pursuit that does not provide individuals with sufficient requirements of the information
society as an operational environment.

® Lindroos & Lohivesi review successful elements of both private and public organizational strategies. One of the
basic premises of the strategic endeavors is to understand how the client or customer relation corresponds with
the organizational basic mission. This correspondence can also be reflected with the idea of understanding the



The theoretical frame of reference of this study provides a model, a supposition, which de-
scribes how organizations would better attain knowledge from the prevalent operational envi-
ronment. This conception forms a comprehensive theoretical entity, which involves epistemo-
logical, social and organizational theory with certain ideological nuances, as well. The scholar
who made these principles popular was Friedrich von Hayek, and the theoretical body goes
by the name of the Creative Powers of a Free Civilization.® The theoretical framework would
remain a useless stub if not extended with contemporary manifestations. By this method, one

is apt to create a detailed theoretical matrix, more feasible for analytical purposes further on.

The Hayekian notion of the creative powers devices the largest individual domain. This
sphere dictates the core of the composition by explaining how epistemology (knowledge), so-
cietal sphere (open society) and organizational structures (organizations) come to define the
New Public Management doctrine and the open innovation paradigm. By extending the Haye-
kian justifications by different universal phenomena, the analysis deriving its reasoning pow-
ers to a certain extent from both the case and the theory establishes its setting in the general

research matrix. This pattern is detailed more in chapter 3.

1.2. The research context and question

The subject, the context and the question we would like to discuss are related to the thoughts
of Friedrich von Hayek, consisting of the idea behind information society and information so-
cietybdbs apprehension of t he i ndi vifodnulattd.modelhe sc
that serves to produce a connective explanation of the explicated concepts through the theo-
retical framework. The basic supposition is rather simple and associated closely with Hayek,
that is; an individual is creative and this creativity is universally beneficial under fixed condi-

tions.

As a result, the basic research question of the study inquires how individual creativity mani-

fests itself in information society strategies. Answering this question systematically, without a

dynamics of the operational environment in strategic planning, usually understood and contested through client
or customer affiliation. (Lindroos & Lohivesi 2004).
° Hayek 1960, 22-38.
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proper theoretical matrix, would be a wild goose chase. In order to avoid such disillusions, a
theoretical composition, utilizing and simplifying a Hayekian definition, is formulated. This
model discusses the face of public organizational templates in information society strategies.
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2. THEORETICAL FRAMEWORK

2.1. Information society, technology and intangible assets

Before going too deeply into explaining the theoretical framework or the case under analysis,
it is appropriate to render the general environment of the study conceptually i the information
society. An information society is a society founded on knowledge. Although the popular con-
ception connects the term with such contemporary connotations that define it by the utilization
of information and technology, the basic axiom is rather straightforward; information added to
society makes information society. This assessment can be interpreted as to betoken every
human society in all of history.’® The basic proposition of the term includes a rather intriguing
feature, which makes the trajectory of this study understandable. Thus, it appears that infor-
mation society forms a premise on which political activity comes into sight, thereby appointing
the discipline at hand an advance to the public policy-making agenda. This movement hence
advances information society in the hands of certain elites who produce plans and decisions

considering the societal outlook accordingly.**

Knowledge and technology go hand in hand in amending our conception of the information
society. It can be argued that we would not be able to conduct ourselves as digital citizens,
customers or individuals if not equipped with technology. Consequently, technological pers-
pective often becomes the dominant stance when information society is analyzed. However,
what often lacks from this discourse is that the utilization of technology produces diverse sur-
plus value that at once has the ability to shape and evolve our culture and civilization.*? Tech-
nology thus has a dual meaning; it serves to explain the amount and nature of the tools and

means on our hands, yet it also shapes our operational environment T our societal reality. In

191t can be simultaneously argued that all forms of civilization, from the simplest to the more evolved, found their
activity on the use of information, albeit the conception under discussion positively includes technology and its
ability to serve as adjustments to the dynamics of the environment. (Roivas 2009, 25).

! Niiniluoto 1986; Roivas 2009.

2 An example of evolving culture is the Internet meme phenomenon which utilizes the information produced by a
myriad of individuals through sharing, copying and altering it freely. Although this type of a meme phenomenon
would not exist without the information technology, its contents are not dependent on it. Another good example
is the telegraph technology which did not break through before it was utilized to operate as a carrier of market
symbols. (Roivas 2009, 26).
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this study, the significance of technology is emphasized in relation to the latter explanation.*?
Also, the contemporary view on information society, through technological reasoning, defines
how knowledge in this instance is understood; thus, the focus is directed to human interaction

rather than computer languages or the data deluge.**

The stress of this study is laid upon how individual creativity manifests itself and this is ex-
plained by Hayekian epistemology, targeted at the refinement of the case of Finnish informa-
tion society strategy. The epistemological aspect is vital in understanding the basic context of
the study, henceforth; the information society is not primarily seen as a result of a certain so-
cietal trajectory. This standpoint continuously defines the discipline of the information society
research field as a fundamental assumption of human civilization.* Taken for granted is an
ugly impression in a serious research, but in this instance it might have its role in defining the
elementary aspect of the study, simultaneously inquiring why information technology is
treated without much questioning. Therefore, the more elaborated line of investigation con-
sists of paradigm shifts in innovation and social capital converging with individual epistemolo-
gy, which builds upon certain societal reality in Hayekian sense. Technological determinism is

therefore treated as more of a sub-plot.

2.2 Open innovation

While the primary research question of the study discusses the creative forces in a society,
and more closely, the individual creativity in an information society, it is appropriate to go into
detail to explain the contemporary theoretical reasoning of individual creativity and innova-
tiveness explicated by the open innovation paradigm. Before being apt to discuss the stan-
dard in hand, one has to explain what is understood by referring to innovation in the particular

context of individual creativity and knowledge. Innovation is in a broad sense grasped as oc-

13 Although the great innovations that have changed tribes into civilizations have served as technological curiosi-
ties at the time, the greatness of them is that they are implemented with the ability to alter our impressions of the
reality. Electricity, railways and the Internet are not convenient inventions that might come in handy anymore;
they represent the way of living in a particular culture. (Turkki 2009).

% Niiniluoto 1986, 202-205. Information society and knowledge-based society are usually referred to signify two
different aspects of the same paradigm. In some prospects the latter alternative expresses the social transition
that human civilization faces due to the development of the information society. (Roivas 2009, 29).

'% Information society analysis often reciprocates itself to the prevailing societal timing as a construction of histor-
ical prognosis. Niiniluoto refers the information society projection to the predictions made by the Marxist, Daniel
Bell and Alvin Toffler, while Roivas uses Nyhan and Tehrian. (Niiniluoto 1986; Roivas 2009).
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currences of change in products, services and processes to adapt to new conditions.*® In
short, what innovation has to offer are adjustments into novel dynamics of the prevailing op-
erational environment. Open innovation takes the idea of innovation further by redefining the

group playing part in the innovation process.

Open innovation process, doctrine or paradigm is an organizational method of managing re-
search and development activities. In this instance, open refers to the innovation process that
can be interpreted to be open for everyone. Basically, you and me, along with everyone else,
individually and together, can be brought to develop a product or a service, produced and
provided for our needs and requirements. Open innovation is thus a method that can be used
to exploit social capital, which consists of the active cooperation of individual human beings,

e.g. actual or potential customers, clients or share-holders.’

Open innovation can be treated as a directive paradigm in the use of an organizational re-
search and development unit, just like a closed model innovation paradigm could be used as
such. Contemporarily, research and development activities have been in a transitional phase
from closed to open models. Organizations and businesses have realized that the value in
developing new or improving old products is far greater in an open environment; the problem-

solving activities are more efficient, faster and produce better results.*®

It can also be argued that it is a mere impossibility to cope with competition if an organization
cannot escape its closed innovation environment.*® Hence, the paradigm no longer gives a
competitive advantage, but has developed into a form that represents a standard. A rather
distinct characteristic of such a paradigm shift from the old doctrine has been the complete
metamorphosis even in the physical appearances of R&D labs. Whereas these units would

have been fenced and guarded in the past, they have now been transformed into open

'® Westall 2007, 4.
v Chesbrough 2006.
'8 Karim R. Lakhani gives examples of the benefits of the open innovation processes when describing how the
ability to solve problems gets broader w h i [REegearch has
shown that [é ] if you do open up the solution process you can get anywhere from 10X to 100X improvement in
Pgroblem-sol ving performance. 0 (Lagace 2006) .

Prahalad 2008.

phas
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spheres of innovation communities, with other businesses and science departments merged

like in a university campus.?

The appropriate conditions for an explosive breach in the innovation processes are a conse-
guence of the advancement of the global social culture, molded by the development of infor-
mation technology and the digitalization of communications. Another notable factor is the
emergence of neoliberal ideals in the public and private sector management since the 1980s,
which has transmitted the open ideology to public management.?! This standpoint suggests
that the theories and practices that better understand the social aspect of creating value are
open both vertically and horizontally, utilizing individual knowledge and creativity across the
board and sectors.” Whether the case might be that this convergence would not have taken
place without the development of the other, one thing is claimed to be certain while gazing

upon the world we live in i the transformation into the open system is no longer a choice.*

2.2.1. Open innovation as a process

What we mean when we speak of open innovation as a paradigm or a process is far easier to
grasp when it can be compared to the processes of the closed models. Unlike using innova-
tive practices in an organization with a parallel method, where knowledge would be gathered
from outside the organization and further cultivated as an internal process aiming at internal
development and design of a product or a service accordingly, an organization that uses open
innovation paradigm as a strategic attribute utilizes external sources of knowledge which are
brought into the process. Henry Chesbrough defines open innovation a sthefuse of purposive
inflows and outflows to accelerate internal innovation, and expand the markets for external

use of innovation. %

What is rather crystal clear for some, as an assumption of out of hand, is that such external

flows should merely implicate a delimited group of experts. In fact, the external flow of know-

® The open innovation model that Siemens has used in the Netherlands was used as an example in this con-
text.

I McNabb 2006, 80.

*2 Westall 2007, 2.

% prahalad 2008, 24.

2 Chesbrough 2006, 1.



9
ledge is created in a largely heterogeneous group of all sorts of minds and individuals. Che-
sbrough writes:dmportantly, these external sources extend well beyond universities and na-
tional laboratories, to startup companies, specialized small companies, individual inventors,
even retired technical staff or graduate students. d Therefore, it seems that even the slightest
amount of inflow cannot be treated as insignificant in advance, and that all external parts,
whether they would account for organized or individual brainwaves, do have their role in the
assembly. Therefore, open innovation means, by Chesbrough who is referring to Hayek,?
that since knowledge lends its form to dispersion among different entities grouped and acting

individually, it has to be used in its totality.

Thus, it is not too challenging to derive open innovation processes from organizational strate-
gies. As organizations might have praised themselves for implementing open processes into
their strategies for attaining competitive advantage, it is more of a regular approach at
present. Therefore, these processes might not be emphasized exuberantly. Openness in pub-
lic organizations is often linked to the engagement of civic society activities, provided with the
possibility to send feedback of decisions or administrative operations. Some public organiza-
tions even provide easily accessible digitalized administrative information, but very few en-
gage the citizen into the internal processes, i.e. open innovation process. However, some ex-

ceptions have occurred.?’

2.2.2. Open innovation to the masses

Open innovation has traditionally been a paradigm of technology so far as it has it been used
to converge knowledge, tacit or scientifically formulated, and possessed by a dispersed scien-
tific community aiming at a particular technological product. The logic of the process becomes
easier to understand when the research and development processes are extracted to form a
chain that consists of different stages and phases each requiring different kinds of knowledge.
We could think of a smart phone that uses assorted technologies from touch screens to navi-
gation as an example of a sophisticated utilization of a highly diverse value chain operation.
According to the conjectures of the contemporary state of errands, the chain lends its bits to

% Chesbrough 2006, 10.

2 Chesbrough 2006, 9.

" The Belgian government established a service entitled Kafka.be, which provided citizens with an interface with
which they could be involved in the preparation process of the national legislation. (Demeester 2009).
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be extracted from external flows of knowledge. Paradigm of this caliber thus gives an advan-
tage at several levels to the organization utilizing it, no matter how swift or comprehensive

changes take place on the operational environment.?®

While the chain of assembly of a complex technological device, such as a smart phone, bene-
fits itself from added-on value from multiple sources, the end-user interface and the usability
of the product are just as important as the device itself. This attitude can easily be trans-
formed to the development of intangible products and to the client, consumer, user or citizen
interface as well. C.K. Prahalad and M.S. Krishnan state that an analogous tendency of creat-
i ng vailmeer dasifin gl y? yith tonsancesd>*EWhetteedit is a complex process
of 100 million cocreators makes no difference here, as the products produced by Google, for

instance, have shown us.*!

The innovation discipline labels the social aspect of innovation processes with a myriad of
names, depending on the context and approach of the address. We have the open innova-
tion, the we-think industry, cocreating and social innovations. Nevertheless, all these names
point to a common and general understanding 7 social capital. Individual knowledge and
creativity merge to produce more valuable and humane solutions that have marked the label
of the civil society.*?

Open innovation in the social sphere is thus a tool that in this particular context serves as a
provider for two-way movement of information. Even if the term of open innovation refers
more closely to corporate economics, where the value chain has been dismembered to be
developed by different experts, it still enables the logic that is useful in this study. The basic
feature of an open innovation paradigm is included in thinking of cocreating and social inno-

vating, that is, the two-way discourse between the organization and its clients or subjects.

%8 Krishnan & Prahalad 2008.

* The term cocreate refers to a situations where the organization providing the product or the service imple-
ments its customers to the process of the product design. (Ibid).

% Krishnan & Prahalad 2008, 1.

% The users of Google have access to products that are to a great extent free of charge, i.e. freemium products.
Google can provide its users with a digital environment that the user creates to match his or her likings and re-
quirements. As far as the digital products are not scarce when compared to traditional administrative services,
they can be utilized by millions of people all around the world simultaneously and around the clock.

% |nnovative environment seen through a social standpoint can also be seen as a model that involves different
societal sectors and bind them together. This social enterprise model can be seen as a hybrid solution for the
innovation paradigm utilized in the system level of a society. (Westall 2007).
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Thus, the most significant feature of the case in hand is how social innovation manifests itself

in the information society strategies?

2.3. Hayekian theoretical approach

The theoretical framework of the study is based on a theorem by Friedrich Von Hayek (1899-
1992). Hayek, an Austrian-born economist, philosopher and political scientist, was a Nobel-
awarded scholar who has to a great extent refurbished criticism against socialist order and

provided advanced reasoning of the liberal adjustments between the people, economy and

the state. Additional | vy , Hayekds thinking comes forward

global economy faces a turmoil.

In his propositions, Hayek describes human civilization as an environment that enables indi-
vidual knowledge to be cultivated into social capital, ultimately serving to benefit all members
of a society. The epistemological standpoint leads into Hayekian statements that explain or-
ganizational structures. The optimal Hayekian organization thus provides a fertile ground for
individual creativity. Organizational implications illustrated in the case of the Finnish informa-
tion society are on that account investigated through Hayekian categories. The theoretical
framework also consists of implications that provide linkages between Hayek and the case at
hand as follows; individual creativity with an open innovation paradigm, organizational theory

with a new public management theorem and societal interaction with social capital.

Although Hayek gained his reputation already in the inter-war period as a vigorous critic of the
totalitarian views of his time, and whilst a part of his intellectual thought has been disparaged
by this uproar, he is nevertheless credited as a scholar who assisted in restating classical lib-
eral reasoning. Hayekods t hou g hcteasingaopenngss mesatietyg tor which he
employed a toolbox of modern liberalist assertions.>* Consequently, Hayekian allegations
converged on a summary considered to be one of the classic works in the field of social
sciences i the Constitution of Liberty i which saw daylight in the early 1960s.3* The focus of

the theoretical framework is directed to the use of knowledge in society, which as a word for

% Gray 1986, ix.
A lar ge part of Hoaetical kvorls was formulatet eanlier, inclidieg the theory considering
knowledge that Hayek published as an essay in the 1930s. (Ebenstein 2003).

(0]
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word Hayekian term can be understood a¥Laer gr an
on, the line o f Hay e k 0 lsroadefed fnogh le¢onomically driven thought toward overall

social sciences.*®

The use of knowledge in society, as a theory, can be used to provide an aspect on public or-
ganizations, both for how they are arranged and how they operate. Hayek 6 s t heory t
scribes social activity and the institutional arrangements that enable the full use of knowledge
and creativity addressed to organizational structures. Moreover, as far as a public organiza-
tion is lead with a strategy, a plan or a scheme, it can be categorically explicated to the extent
it exploits individual knowledge in its actions. This study employs a Hayekian approach to the
case of the public domain where the linkages between the ventilated capabilities of the indi-

vidual sphere and the information society strategies are compared.

Hayekd6s theorizing in social s ci e n toesecialltheaty, t o t
forming a framework for the restatement of modern liberalism and simultaneously carrying out

Hay e k 6 sctual warkeuhiviersally.®” The remnants of these ideas have had a more power-

ful appearance in the 1980s and 1990s when the best practices from the liberal economic

sphere came to influence the way we see the contemporary public organizations.*® This rea-

soning is often labeled and associated with the appearance of the New Public Management

doctrine which in this case can be falsified to providea connecti on bedcxi@een I

theory and public organizational development.®

2.3.1. Hayekian epistemology

Hay ek 6s gener al phil osophy in sociopolitis-al p h
temological rationalizations with distinctive Kantian connotations. These features dictate the
perspective which makes individual capabilities basic attributes of a functioning society. The
human mind in accordance with institutional arrangements is employed in organizational

processes and acts as both the starting point and the resolution of the Hayekian social struc-

% Hayek formulated his reasoning of the use of knowledge in society already in the 1930s.

36Hayekwasrewardedwi th the Nobel price of economics for his |if
" Gray, 1986, ix.

%% | uoma-aho 2005, 14.

% Milton Friedman and F.A. Hayek are the usual suspects when the theoretical background of the New Public

Management doctrine is discussed. (Hughes 2003).
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ture. This theory tells of the practices that are organizationally beneficial if employed in certain

institutional surroundings, and thus circle around the individual and social linkages.*

The task of Hayekds, as f oinvegligation 6fshe liméspi hamae
reason. It is claimed that the limits of individual intellect motivate the agent to reflect his or her
sphere of activities in a social manner. The individual pursuits are complex, unpredictable,
and sometimes contradictory and are in all recognized as spontaneous forces, which leads
Hayek to largely abandon any constructive systematization diluting the mechanism. Ha y e
system of ideas is thus firmly directed as a critic toward the epistemological reasoning of ra-

tional constructivism.*

The Hayekian theory explicates the notion of the organizational use of knowledge in society
where knowledge does not constitute itself merely from scientific or rationally elaborated ex-
pert knowledge, but from practical and tacit knowledge which cannot lend its form purely to
scientific reasoning.*? This theoretical scheme of thought lends itself again to the Kantian ap-
proach which repudiates a common belief of empiricists and positivists who claim that individ-
ual knowledge can house itself along with pre-sensory data. According to Hayekian reason-
ing, this scheme of thought lays the foundations for constructive dispositions that inevitably
disturb the responsive activity of human civilization. Rather, the Hayekian view of the world

emerges wholly from individual sensory interaction.*?

In the making of the Hayekian social theory, by connecting individual sensations and social
interaction, the essence of knowledge lies in its formation. Hayek defines knowledge as a dis-
persed resource which is fragmented among individuals. This scattered pool of a variety of
data constitutes the basic information of society.** When taking into account the epistemolog-
ical origin of primary knowledge in the societal sphere, together with its special dispersed
constellation, a Hayekian societal interface is provided to merge the suppositions, having the

capability to utilize cumulative social capital.

0 Gray 1986, 4-5.

! Ibid.

*2 The Hayekian claim embodies the recognizing of the non-intellectual sphere of practical knowledge that con-
stitutes itself by the constant correspondence of the unique environmental attributes of time and place. (Hayek
1945).

* Gray 1986, 6-7.

* Hayek 1945, H3.

mo |
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Hayek refers to the spontaneous orderliness as the promoter of human institutions, which re-
quires the understanding of the above-mentioned epistemological foundations of human sen-
sory action. For this system to work properly, any tendencies toward social constructivism are
to be renounced. *° Therefore, socially beneficial institutions that govern the efficiency and
benefit of human organizations are apt to make use of tacit knowledge.*® This argument forms
the Hayekian claim for organizations 6 success and enflivideatlytdispesede s s |,
knowledge utilized by a free societal sphere.*” Such an institutional arrangement requires that
individuals in organized action are not ruled by a single entity claiming to possess all neces-
sary knowledge, but by a system that can itself benefit from decentralized information.*® The

affirmation is often referred to as the invisible-hand thesis of social institutions.*°

2.3.2. Hayekian social theory

The Hayekian pattern of thought lends its reasoning powers to the natural / artificial dichoto-
my wherein the failure of an organization explains itself by the limited amount of (true) know-
ledge or the usage of artificial (insufficient) knowledge.”® And so, as it is at the centre of
Hayekian social theory that the individual is considered the bearer of knowledge beyond
comparison, organizational arrangements making the best use of this special form of know-
ledge define how human organizations will perform. Therefore, the basic Hayekian axiom of
thinking of individuals as subjects with something to contribute rather than objects to which an
organization contributes to, gives description of how the freedom to act and the liberty to aim

at certain goals bears such importance.

> Gray 1986, 28.

*®In addressing this reference in particular, the concept of tacit knowledge responses to the utilization of quiet
and nonverbal knowledge. In Hayekian reasoning, the kinds of this knowledge are often related with his theoriza-
tion of institutional performance. (Ebenstein 2003, xiii).

*" Hayek 1960, 37.

*® Hayek 1945, H17.

* Gray 1986, 33.

* The natural / artificial dichotomy of knowledge is explained later on, when the great antagonist of Hayekian
thought, namely social engineering or rational constructivism is discussed.



15
The institutional model that safeguards the workings of a beneficial organization thus cannot
use particular aims or methods with an exclusive single mind dictating them.>* This would
mean that the scope of knowledge in an organization would be limited to scientific or expert
knowledge. Although Hayek understandably used these arguments to criticize the totalitarian
ways of his time, the main pattern of his thought succeeded in explaining a model of an insti-
tutional establishment where many minds know more than one mind regardless of whether

scientific or explicit knowledge is used.>

This Hayekian line of reasoning can be used to serve as a theory for the contemporary para-
digm of open innovation and open organizational structures.>® As individuals are understood
as collaborators in the organizational arrangement that depends on the institution, sponta-
neously emerged through human action albeit not from human design, it can be stated that
what individuals socially enable is empowered by the institutional array that has mutated in
correspondence to this need.

2.3.3. Ignorance in Hayekian social theory

Ignorance is one of the major themes in Hayekian social theory, through which the epistemo-
logical basis of a functioning open society is constructed.> In social interaction, ignorance
serves as a concept of individual capability to cooperate.® This notion is required to motivate
human beings to make use of knowledge they themselves do not possess.®® | n Ha
theory, the attitudes considering this necessary ignorance define the preferable pattern of the
organization model through which the full powers of creativity among civilization are expected
to be unleashed.®’ Finally, but not surprisingly, the theme of ignorance constitutes a part of

the argument that is focused against social engineering.”®

*! The bottom line of Hayekian reasoning lays somewhere in both respecting and benefiting from the workings of
a civilized human society while a specific style of organizational decision-making and institutional model is ap-
lied to govern.

y e k0 s

A[ Tl he 6datadéare (sic) never for the whole sociaety 6g

tions and can never be so given. o0 Hayek 1945, H2.
°3 Chesbrough 2006, 9.

“A[1l]lddalv freedom rests chiefly on the recognition
> McElroy 1998.

*This is referred to Hayekds understanding of the

*" |f ignorance is considered to be a minor imperfection of human nature that can be disregarded, it becomes
impossible to utilize the creative powers in a society (Hayek 1960, 22-23).

%8 Hayek calls the insufficient state of individual knowledge as ignorance, yet he is careful no to underestimate all
humanity; the individual ignorance makes the society social and has very little if anything to do with individual

of th

use of
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The Socrati c mdheionly realsvisdom is knowgng you know nothingo render e
to fl know, through not knowing&®, formulates an axiom that is analogous to Hayekian thought
of understanding society, where the perception of ignorance motivates man to better achieve
his aims.®® Social networks, among other functions, concentrate on providing information to
their members by sharing a common pool of knowledge, and make use of information consi-
dering the cases of individual achievement through social interaction. Thus, the idea of social
networking in the Hayekian sense stands out comprehensibly: an individual benefits from
more knowledge than he or she is aware of, i.e. the benefit of the membership of a societal
network is the gain in social capital that cannot be implemented in one of the members in the

network alone.®!

Hayek likes to consider that political theories have an inbuilt supposition that all subjects un-

der the reign are ignorant, and thus require conscious guidance i a thought which he labels

as a common misconception of the modernncdis mes.
the source of correct organizational foresight consideringtheci vi | i zatpmem §a@@ de v
these reasons, Hayek systematically refers to the artificial approaches that see ignorance as

a mere obstacle. The main line in Hayekian liberal approach views open society as an exploi-

ter of basic human features that cannot be escaped by deliberate design; such as individual
ignorance. Open society thus serves as an initiative force that binds society together and sur-

pluses social capital.®

The belief that a certain condition of institutional omnipotence could be acquired through de-

sign represents the seed of at ot al i t ari an h e el Hayeknwvasthavy e k 6 s

gorous critic of social engineering and rational constructivism. These theories that treat hu-

stupidity, and thus he does not judge individual intelligence as ignorant per se but emphasizes the significance
ofitslimits. Thi s | ine of thought foll ows Hayekds epistemology
is explained and delimited by its capacity. (Hayek 1960; Gray 1986).

* Further reading at http://en.wikipedia.org/wiki/l_know_that | know nothing,

% Hayek 1960, 22.

® The view that addresses the beginning of a civilization in the Hayekian sense includes division of knowledge

and is attributable to the division of labor. Therefore, the pursuits of a single individual for better societal perfor-

mance with a certain amount of tacit knowledge are more successful if other stocks of knowledge can be used.

Ibid.)
gZHayek 1960, 30. Fur t h ethe,undérStamding 6f our sotietyri esq utihsei taewafroerne s s ¢
necessary ignorance of much that helps him to achieve hi

% Hayek 1960, 29.


http://en.wikipedia.org/wiki/I_know_that_I_know_nothing

17
man action with all faults and vices as something that has to be optimized and appointed to-
ward a certain common prefixed goal appear as recurrent antagonists of his social theory that
rests on the perception of the spontaneous forces. Hayek repeatedly refers to societal institu-
tions as of human origin but not of human design, meaning to emphasize the significance of
the dynamic and emergent projections developed trough centuries and used widely in forms

of human language and money.**

2.3.4. Hayekian theory and the information society

Information society differentiates itself from the workings of a traditional society. While the use
of information might correspond to similar needs, the rate of exchange of information is faster
and the access to larger quantities of data is broader. While Hayek thought of technological
development as a possible threat for the free sphere of spontaneous and free activity in the
civil society, it turns out that by using the very basic definition of the man himself, the age of
the third stage of globalization (20007 ) has proven that technology can be the forerunner of
the open sphere in ways not foreseen by Hayek.®® Also, as Robert D. Putnam has argued,
unnoticed by Hayek for his fear of potential totalitarian misuse, one of the assistant forces of
social interaction and cumulative social capital is the power of the digitalized mass media
which extends the scope of knowledge that can increase social cooperation in reference to
remote association.®® Now that the evolutionary forces in contemporary communications ena-
ble the possibilities to turn the top-down pyramid upside-down or even create organizational
structures with institutional approaches that manifest themselves as rivals to the structural
preferences in hand, it is evident that those networks that produce abilities to compete with
traditional mass media are not created solely for such reasons, but perform as the spontane-
ous formations of something universally social that in turn encourages the Hayekian liberal

sphere of institutions.

The claim here is that in some cases the public organizational structures have not been

alerted enough to make use of the individual resources made possible by digitalization, net-

% McElroy 1998.

% According to Friedman the third phase of globalization started around the year 2000, referred to as Globaliza-
tion 3.0. (Friedman 2005; Leadbeater 2009).

® putnam 2000, 218.
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working and communications.®” Whereas the normative base of the traditional society can be
understood to remain roughly similar to the information society, the individual anonymity and
the effectiveness of communication largely render information society as a new operational

environment where a surprisingly great number of particulars are equal with the Hayekian

theorem.®® What is more visible now that, it can be claimed, wa s not t hat Vi

time, is the dispersion of knowledge. Using micro-blogging to share thoughts, mass innova-
tion to improve innovation procedures, and cocreating to establish institutional operations by
bottom-up modeling, have made the being of true knowledge in Hayekian sense more appre-
hensible. The same problems of inadequate organizational effectiveness or even failure at

some respects still raise awareness of the use of the free sphere in society.

2.4. Knowledge in society

The Oxford English Dictionary defines knowledge as expertise, skills, awareness or familiarity
a single individual has acquired through experience or education.®® Though knowing and
knowledge remain the most complex epistemological puzzles in philosophy, a common defini-
tion of the term mediates a meaning that assures us of the differentiation of subjective and
objective knowledge. Hayek follows this distinction in the consideration of his epistemology.
He characterizes the overall capabilities to collate social and physical sciences where the lat-
ter is described as objective and measurable, while the former is subjective and involves ob-
servations of decentralized individual action.”® Hayek thus makes his theoretical statement of
the use of knowledge in a society from a subjective social point of view, united and merged
with his views on great human inventions that theorize the growth and development of social

institutions which he links to the progress of civilization in general.”

The theories of F.A. Hayek are used to provide an answer to how to be beneficial in utilizing
knowledge in society. As it has been referred to in earlier instances, the best Hayekian prac-

tices of employing knowledge in organizational use lend its reasoning powers to an axiom that

" Hayek 1960, 38.

% The main conceptions are the individually dispersed pebbles of knowledge, differentiated skills, varied habits
and opportunities surrounded by ever changing circumstances (Hayek 1960, 28), and has been known not to
have been used for over five six decades (Chesbrough 2006, 9).

% Oxford English Dictionary 2010.

" Barry 1994, 144.

" Barry 1994, 143.

S
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guarantees the largest quantity of knowledge applied. This paradigm trying to engage several
forms of knowledge simultaneously signals for a certain operational model that perceives in-

dividuals as subijects.

If a form of centralized knowledge enjoyed a status of omnipotence, there would not be any
chances to benefit from societal cooperation among individuals i everything could be planned
perfectly.”? Hayek considers human cooperation in society as the workings of an institutional
operation, evolved through time without any conscious direction or control. It can be stated
that it is in our nature to run errands in active cooperation rather than merely operating under
some given instructions, even without individuals explaining and analyzing their behavior. The
special feature in the Hayekian notion of the functions of institutions is the supposition that our
mind has evolved in accordance with special institutional constellations, and since our mind is
a part of the workings of the development of these institutions, we cannot fully escape its logic

and thus have a hard time explaining why this or that is so-and-so in societal activities.”

The continuous advancement of human civilization is linked with the understanding of know-
ledge and, more precisely, what qualifies as knowledge. The characteristic features of
Hayekos epi st emol withis sociahtheary ar® theddafimittoes of true know-
ledge. The Hayekian view handles knowledge not only as a concentrated form of scientific
knowledge but as practical and tacit knowledge, making the attachment of the label of true

knowledge as more or less universal.”

Hayek unites the potential use of subjective individual
knowledge with the extent of sophistication in civilization, and refers to the notion of linking
knowledge with the growth of the civilization, which in turn has served as a predominant fea-

ture in western liberal economic development.”

2 This claim can be clarified under the revision of many totalitarian systems.

® Hayek 1960, 25.

™ The definition includes all knowledge that tells of human adaptations to the environment containing the adap-
tations of the past experiences including the habits, skills, emotional attitudes, tools and institutions in addition to
all conscious, specific and formulated knowledge. (Hayek 1960, 26).

& Fukuyama 1995.



20
2.4.1. Knowledge and the individual

Knowledge is conceptually something every individual possesses regardless of its contents.

We can familiarize ourselves by ,?Pshamsightmotihaye t ha't

held a required amount of expert knowledge, and yet her help in identifying the thugs that
jumped grandpas SUV'’ is valuable due to the special circumstances that made her the only
eyewitness. We usually claim that certain individuals hold more knowledge than others, and

by that we mean that there is a certain amount of expert knowledge planted in somebody

el seds brain. We might be knowledge ef stheestb be snccdse ne f i t

ful or more efficient in what we do.

We usually claim some to have superior intelligent features before others and that is how we
understand how knowledge is measured. Hayek claims that for a proper functioning society,
every bit and pebble of information is valuable since it bears information of a certain unique
event.”® While we cannot foresee how these bits of information are going to serve to assist us
or someone else, today or tomorrow, we should not place ourselves in a position where we

might restrict the flow of information or its contents consciously or unconsciously.”

The significance of individual knowledge thus comes from its particularity in social interaction.
Individuals are claimed to benefit from more knowledge than they are aware of alone. And
since knowledge can be claimed to be of dispersive origin, it requires a certain institutional
setup to be organized and utilized.®® Therefore, the Hayekian epistemology and social theory
focuses on the individual as a subject who bears unique knowledge which builds upon a stock

of cumulative knowledge in overall societal interaction.

Hayek theorizes the existence of knowledge and its use in the context of civilization by em-

phasizing its beneficial use and its ability of extraction. His basic division makes knowledge

® The SAT Reasoning Test.

" Sports Utility Vehicle.

® Hayek 1945.

" For the overall amount of knowledge that an individual possesses can be dismembered to subjective observa-
tions of particular and unique incidents, the practice has shown that the molding of the particular institutional way
of individual action of such a complex phenomenon looses its efficiency and a large part of individual knowledge
gGray 1998).

° Hayek 1960, 22.
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act as an interpretation of one or the activity of many, divided roughly into two categories as

follows®!:

1. A centralized form of knowledge.®

2. A decentralized form of knowledge.®

The Hayekian theory of knowledge mediates a view that explains how it would be possible to
make use of the largest quantity of information possible. This requires an explanation that
deserts the exclusive use of scientific knowledge as insufficient to act as the base of know-
ledge in the institutional operations of allocating resources.®* Thi s is what

theory of knowledge a theory of traditions i a theory of methodological individualism. The
centralization of knowledge has to be a conscious operation, thus take into account its possi-
ble use to serve an end of an organization or such, which can be claimed to have a tendency
to lose its competence in social reality. Decentralization is a form of institutional trajectory
which has emerged spontaneously and is also used by individuals through such manner. This

notice restates Hayekian concerns of constructivist rationalism.®®

Hayekds conception of knowledge serves to

a society would serve the whole to the fullest and mark to identify overall growth and progress
which is analogous to the growth of knowledge when decentralized individual knowledge is
utilized.®® The question is would a society be wiser, more developed and bigger if all know-
ledge would be concentrated and thus used as a parallel governing model where the ultimate
decision is made by one entity, or should the governing model adjust itself according to all
knowledge, thus the authority would be disintegrated, consisting of internal and external

sources? Hayek tackles this subject through the latter explanation which produces the central

. Hayek 1960.

8 Used in an organizational level as an institutional model representing a form of rational constructivism.

% Dispersed among individuals in a society, requiring an open institutional arrangement to be utilized.

#In Hayekian theory the aim of science lays in as a developing method of a system of categories and principles.
(Gray 1986, 7), Hayek writes: 0Scientific knowledge does nom
ledge of which society mak e 25).Themefere, Bayek is interested in definany gerker-
al attributes and range of social knowledge but is careful not to obscure it with individual tacit knowledge. (Hayek
1960, 23).

% Barry 1994, 143.

8 Hayek claims that the growth of knowledge is analogous to the growth of the civilization (Hayek 1960, 24-25).

ma k e ¢

expl
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point in theorizing the interface of his epistemology and the ideal of society: to cultivate the

general conditions for beneficial results in social life, not consciously controlling it.®”

The parallel use of knowledge in society lends its form to the formulation and use of scientific
knowledge. This model explains how it is generally possible for one entity to govern rationally.
Although knowledge in general can lend its form to many dispositions, for it can be recycled,
built upon, edited, altered, and so on, certain qualities are lost when only a scientific or expert
synthesis are formulated and applied. What is interesting in accordance with this thesis are

the lost qualities of uniqueness and spontaneity of individual knowledge.®

Individual knowledge enjoys an implemented quality unmatched by scientific knowledge when
information about the particular circumstances of time and place is considered. This quality in
all its complexity cannot be simplified or edited to a form that could be used by a centralized
actor.®® The assumptions an individual acquires in his or her personal operational environ-
ment, during a passing moment in time, makes conceptions unique. Also, it forms a threshold
of decentralized impressions in societal use. Therefore, the essence of (true) knowledge in

Hayekian sense is that it is dispersed and unique.

2.4.2. Transmission and communication of knowledge in society

Hayek differentiates two aspects of using knowledge in a society in reference to the growth
and development of the civilization: the transformation of knowledge in time (through des-
cending tools, habits, traditions and institutions, etc.) and communication between contempo-
raries.’® By concentrating on the latter alternative, we are apt to compile the attributes that
have been appointed to individual knowledge by a method of organizing the allocation of so-
cietal resources. Hayek calls this method the case for freedom, in which he theorizes the

benefits of understanding individuals as subjects rather than objects.*

8 Gray 1986, 81.

% Gray 1998.

% Hayek 1945, H.9.
% Hayek 1960, 27.
% Hayek 1960, 29.
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Hayek extends his epistemological view even further when he specifies the origins of the insti-
tutional toolbox under our contemporary control. Transmission of individual knowledge thus
serves as the carrier of institutional inventions. The peculiarity of this activity lies in its intangi-
ble logic; we cannot be certain of why individuals are habitually acting the way they are or
prefer one societal tool instead of another. What is certain is that these principles have
evolved through a complicated process in time, toward which an unspecified amount of indi-
vidual initiative has been assigned. Hence our institutional instruments require such a sophis-
ticated and complex process in social evolution, and thus an undefined amount of knowledge
has been applied, the arguments underpinning conscious social engineering in Hayekian rea-

soning becomes more blurred.*

2.4.2.1. The creative forces

Hayek lays down the basic principles of the operational environment on which a human civili-
zation has matured and further advanced. Among the principles that are emphasized
throughout the theory lays a dynamic feature of the surroundings of civilization. Dynamics in
this sense stands for changes, and whereas these conversions occur, societal reciprocal ad-
justments are required.® In consequence, all social activity is determined by changes and ad-
justments; taking place in one position and gradually extending through the whole of society.
While this process is of such a great complexity and thus beyond any correct rational fore-
sight, individual minds have the tendency to remain ignorant of why certain adjustments pre-
vail and others do not. The importance of this delicate and vague process is its ability to apply
an infinite amount of minor adjustments from organized or individual origin, and the capability

of the mechanism to continue as a problem solver for civilization if let unhampered.®*

While Hayek abandons the constructivist rationalist approach of applying merely conscious
and/or explicit knowledge to be used for the allocation resources in a society, he states, as
mentioned earlier, that due to the unpredictable conditions of our future operational environ-

ment, a comprehensive forecast made to be used in this reference would lose a great amount

%2 Hayek 1960, 27.

9 Hayek sees the phase of the development of civilization as a condition of continuous adjustments to the sur-
roundings. Therefore, he emphasizes the significance of the ability to continually adapt to the environment.
Hayek writes:dlf we are to advance, we must |l eave
and ideals.23Hayek 196

% Hayek 1960, 28.

room
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of essential qualities of individual perceptions, e.g. specific and local knowledge of time and
place. Simultaneously, if we would be forced to follow such a comprehensive plan, devised to
a form of scientific knowledge and used for the purposes of social engineering, individuals in
a society would positively lose the ability to conduct what they would see fit at a particular
moment.® In Hayekian theorizing, the existence of a plan through social engineering has the
ability to confuse the reality of the environment, thus individuals would be made to prefer
something planned by one entity. The complex spontaneity of what the world would bring
leaves individuals in a more natural interaction with each other, meaning that rather than be
offered a service or a commodity as planned, they would start wanting something of an indi-
vidual origin which would have been invented for better performance in a current state at a
particular environmental moment. Therefore, Hayek states that in a liberal operational envi-
r o n mewe trustithe independent and competitive efforts of many to induce the emergence

of what we shall want when we see it. %

2.4.2.2. Communication between contemporaries

In an advanced form of social life which Hayek calls civilization,®’

individuals acquire and
share information by communicating with one another for their own personal benefit. Commu-
nication has the quality to serve to assist individuals unknown to the agent directly.*® This is
the first and furthermost quality of importance considering knowledge which serves to explain
the functions of society in Hayekian reasoning. The unhampered nature of a functioning open
operational environment introduces itself in the present context as a provider for individuals to
act upon their particular unique knowledge, through which the case for freedom in the Haye-

kian theoretical framework starts to come into being.*

Although the concept of ignorance in Hayekian reasoning explains why people are motivated

to share and trade knowledge, it also explains the emergence of the most valuable and cen-

% Hayek 1960, 29.

% (Ibid.) Yet it is also true that an organization that has been founded to produce a commodity for a certain pur-
pose for a certain need of customers, share-holders or citizens, might calculate its productive volume or its prod-
ucts inefficiently, if it does not constantly revise itself with the dynamic operational environment but rather uses
its explicit plans formulated in accordance of, say, scientific knowledge.

" This Hayekian view on civilization is based on the individually motivated need to acquire and profit from know-
ledge that can be used in a society (Hayek 1960, 22).

% Hayek summons his thought up by claiming that individuals benefit from knowledge that they are aware of and
simultaneously benefit others through the exchange of such information (Hayek 1960, 22, 25).

% Hayek 1960, 29.
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tral term in his deduction 1 liberty. With liberty, the granting of the possibilities for individuals
to communicate without restrictions is the manner to unleash the maximum number of possi-
bilities, which in turn utilizes more knowledge.*® The more chances there are, the more prob-
able 1t is that the solution, tool o r Lilbehydsu g h t
essential in order to leave room for the unforeseeable and unpredictable; we want it because

we have learned to expect from it the opportunity of realizing many of our aims. *&

2.5. The case for freedom

The set of different misconceptions that Hayek appoints in his apprehensions of modern hu-
man thought includes a common denominator which, as mentioned above, describes the ten-
dency toward organizing societal activities with deliberate plans. What Hayek defines as the
basic erroneous thought is the conception of the ability which he tackles from epistemological
principles. Hayek labels human mind as an impermanent tool for acquiring durable and suc-
cessful patterns which do not take into account the constantly changing nature of the envi-

ronment or the human mind which he understands as a part of the same cosmos.'*

While the Hayekian understanding of cautious institutions abandon any conscious planning or
engineering by one mind, the explanation considering the beneficial institutional adaptations
involves the use of many minds. Basically, the amount of knowledge that one mind can make
use in a society leads to the formation of an institutional structure that relies on a limited or
inadequate amount of knowledge.'® Therefore, knowledge in a society cannot be centered if
the potential of the society is to be used to the fullest. 1% The argument that Hayek uses in
this reference describes knowledge in a society as a dispersive resource.'® The case for li-

berty thus begins to actualize. Hayek states his basic principles of decentralized knowledge

100 Hayek 1960, 30. Liberty permits the use of knowledge which we ourselves do not know or cannot know (Gray

1986, 15).

191 Hayek 1960, 29.

igiﬁ[ Tl he growth oifs tdepdanmutmamf mtimel growth of <civilization.
Ibid.

1% Originally Hayek aggravated his view on some making plans for everyone, arguing that no enduring know-

ledge can be extracted from a single mind (Hayek 1945). Hayek separates different sets of knowledge and

claims that society incl ud elendthemsatves tamofgankatianwfsestergatic expb-at do

sitond0 and backs this view up by emphasizing the dispersi ve

105 Hayek claims that knowledge in society is fragmented into minds and pebbles of individuals and is hence im-

possible to accumulate. 0The sum of the knowdrealtged oWwh all d

(Ibid.)
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and reminds one of its ability to provide surplus value for both a single individual and the so-
ciety at the same time.'® In reference, the ability for liberal institution in Hayekian sense is
arranged to see the individual as a subject that can benefit the society and for the nature of

decentralized knowledge that requires interactivity that will surfeit social capital.

While the assumptions of Hayekian institutional order in society have been specified, it has
been made rather clear that human civilization has its order of spontaneous forces that are
capable of bringing about creative inventions for contemporary challenges. As it has been
suggested previously, the Hayekian appreciation toward this mechanism calls for unhindered
propositions through which the minds in society can be discussed as subjects. The Hayekian
stance that eludes the losses that centralize rational constructivist forces would make it
termed as liberty. Liberty thus includes all propositions that have been laid down previously.
This stance sees ignorance as a motivator for acquiring social capital and it respects the
spontaneity of societal occasions. Most importantly, liberty respects the individual as a subject
and hence strives to further his or her sphere of freedom.**’

2.5.1. Liberty and opportunities

What liberty primarily liberates inside the apparatus of the spontaneous activities is the fullest
possible specter of opportunities. Every rule that is laid down and rests on limited knowledge
thus confines the amount of opportunities. It is for the necessary ignorance of ours, as Hayek
describes, that human beings are forced to concern probabilities and chances at societal inte-
raction that beseech for a maximum amount of opportunities. In other words, if we are not apt
to be certain over our immediate future, a prohibited direction in our field of choices would po-

tentially, but not inevitably, deprive the most suitable option for the best practice from us.'®

The way that the possibility of the greatest number of opportunities forces us to function is the
course of trial and error. Individuals take risks that have to be deliberately taken, and to ac-
cept the potential failure of our choices as well. The flip side of these misfortunes is that
these opportunities provide us with the best possible chances to come up with something en-

tirely new and beneficial; to shape a completely new tool for us to utilize or to improve an old

198 1hid,
7 Hayek 1960, 29.
1% |bid.
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one. This way provides us with the creative powers that freedom grants, and if taken all the
way by letting all information flow through society, the rapidness of these innovations will

guarantee their swift utilization.'®®

2.5.2. How can liberty be utilized?

For using liberty to the fullest, the spontaneous capabilities are to be accepted in the broadest
possible manner. If these spontaneous processes were to be picked and applied to certain
particular instances, the case for freedom would largely disappear. Therefore, liberty is to be
regarded as an appliance that does not necessarily function according to the hopes and de-
sires of the ones that are under its sphere of influence. This claim serves not so much as a
warning that suggests that the spontaneity of liberty could not be trusted, but as a reality
check toward a stance that tells us that not everything would end up in the way it is planned.
The Hayekian approach to this particular position reveals the importance of failures which
serve as a natural mechanism of delivering information on the unsuitable ways of action.
When liberty is understood as something that creates more value when its powers are un-
leashed and when it is seen as a device that allows us to fail, as a signal of better means to
be attained, itwil,asHay ek arguessefimore forces™ or good t

An additional feature of liberty is that it has to be applied for everyone and with all it has to of-
fer, albeit no one could be foreseen to make use of a certain liberty at a particular moment
which we are not apt to anticipate. Again, this argument is directly in reference to the neces-
sary ignorance of the individuals. While we do not know who will use the liberty granted to him
of her, or in what particular manner it will be utilized, we are not in the position to dictate the
number of liberties that are needed or which could be withdrawn from usage. This thematic
conception is also closely linked to the emergence and cultivation of the genuine creative
forces that the civilization makes use of in accordance with its advancement, i.e. liberties that
are picked to face certain adjustments originating from the experiences of what has corres-

ponded to the preexisting products of the operational environment.***

199 Hayek 1960, 30.
10 Hayek 1960, 31.
1 Hayek 1960, 31-32.
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The benefits of freedom under these particular conditions are thus those that can be estab-
lished for the use of others. Therefore, an actor cannot make use of all liberties that are
granted, but due to a certain amount of necessity someone else can. And while taking into
account that in a societal interaction, where all adjustments of individuals come to accumulate
to the overall stock of knowledge, habits and attitudes, it is of great importance that someone
has the liberty to try something that will eventually come to benefit the whole society: i [ A ]

does not benefit mainly from those aspects of freedom which he himself takes advantage
of.3*?

2.6. Open forms of organization

Thus far we have laid down the basic foundations of individual prowess to take part in societal
activity under the notion of Hayekian liberalism, and now we are to discuss how social group-
ing is capable of promoting human reason. The first requisite considering the case, originating
from the elementary individual sphere of freedom discussed previously, is the individual inde-
pendence of choice over a set of goals.''® The operational environment that functions in ac-
cordance with the adjustments it reflects toward the constantly changing reality reveals how it
should be confronted and tells something about the nature of an individual, as well. All we
perceive of our current environment and how we adapt to it are sightings of unique timing,
e.g. the prevailing culture, and hence the attitudes move on a parallel axis in time and ad-
justments, we are facing a world where everything is changeable, even our conception of

what is good or beautiful.**

In addition, toward the stance of the changeable operational environment, we are now apt to
focus on how certain forms of individual interconnections are applicable to succeed and con-
tinue their existence for considerable durations in time. What this requires is that a number of
correct purposes of a certain action have to be appointed at an accurate time, appropriate
values are to govern and tools have to be of suitable use. The way to assure such successful

settings for favorable outcomes beseech for certain organizational attributes that include a

ilz Hayek 1960, 32.

4 1bid.

¥51t is one of the characteristics of a free society t
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voluntary membership in its activities: a free operational environment with competitive group

relations which adjusts itself to the dynamics of overall environmental circumstances.**

What Hayek emphasizes in his studies on the creative forces in society is that the compound
that creates organizational structures, which do not meet the requirements defined above, are
arrangements that crave for exclusive, privileged and monopolistic forms that use coercive
forces to hamper the spontaneous activities of others to perform better and thus deprive the
competitive atmosphere in societal activities.*® Hayek thus continues his campaign against
the totalitarian statehood and social engineering exertions, and adds that such a malign or-
ganization would arise from a disposition in a society which is turned into a single gigantic
entity. This, in turn, would positively extinguish the competitive approach of organizational ad-
justments to reality and destroy the use of the individual stock of tacit knowledge.'’ In this
reference civilization would, in Hayekian view, reach a state of standstill that would denounce

all new information to flow and bloom.**®

2.7. Summary of Hayekian thought

The theory | ai dassimpiiams of the sliteegseikttie £reative powers in a free
civilization is on one hand a critique toward the rationalistic desires for engineering human in-
stitutions and, on the other, a praise for individual potential.’**Hay ek 6s t heor i
path that describes how an individual behaves in untamed social surroundings, from which he
or she is often lured with deceitful promises of a world without error or disappointments.
Hayek criticizes the forces that treat the implications of humane conduct as something that

can be abolished from its flaws and treats these with a difference; they serve as the founding

1% The notion of successful organizational operations in Hayekian definition considering organization activities is

understood through how knowledge is grasped and utilized. Knowledge that is included in an organization has to
E)le6 reciprocal to the environment, and is thus labeled as true knowledge. (Hayek 1960, 37).

Ibid.
" The Hayekian model organizational setup that is preferred from both his epistemological and social founda-
tions is closely related with the ability of individual conduct, through which the organizational success is defined.
This organizational plan has multiple nodal points with the open innovation paradigm, i.e. utilizing vast possibili-
ties of the organizational participants, potentially unknown surplus value, loosely directed and managed overall
Plgocessing. (Hayek 1982, 48-52).

Hayek 1960, 37-38.
19 Hayekian organizational modeling understands that organizational management requires guidance but not
planning. Strategic management, in this occasion, is thus understood in Hayekian manners. (Hayek 1982).

z
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explications of what accounts for basic human action, e.g. ignorance motivates social interac-

tion, and failure delivers unique information about the current operational environment.

The central term in Hayekian reasoning composes the advantageous forces of spontaneous
effects, serving as an adverse power toward societal control which has its suffocating impacts
on the communal sphere. Hayek takes his argument to completely new levels when he claims
that some of the greatest successes of the past are of an uncontrolled origin.*?® The spon-
taneity thus defines our ability to advance by the number of choices we are able to choose

from, and sees creative potential in every agent although it might never actualize.

The analytical toolbox that the reviewing of the Hayekian theorizing provides is a rather broad
scheme of a social liberalist order. Still, in reference to the following analysis, a set of nodal
points that form the scheme have emerged. In this study, | have derived three distinct focal
areas through Hayekian reasoning: the idea of liberty, organizational modeling and know-
ledge. The Hayekian part of the theoretical framework has provided a detailed explanation of

these realms.

2.8. Social capital

What Hayek describes as the benefit of using decentralized knowledge, i.e. dispersed individ-
ual knowledge in a civilization, can be contextualized and used as a term for social capital. In
this chapter, the meaning of social capital is explained together with its ability of adding value

to public sector organizations through new public management paradigm.

Social capital is a term that involves social interaction. Such cooperation makes society a
networked social order and thus communal. Social, as the term indicates, involves a group of
single individuals who can, due to the institutional paradigm of its composition, create shared
value which would be impossible to attain if operating alone. In this sense, capital indicates
that such movements are of value in the particular operating environment, meaning that it can

be used to exploit or explore certain benefits. As social capital can take many forms and ac-

120 Hayek 1960, 38.
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count for a myriad set of values, the focus has to be centered on one, namely good institu-

tional performance organized to enable the use and cultivation of social capital.**

Good institutional performance is also a Hayekian ideal in his theories of the workings of civi-
lization and civic society, and it is also connected with the above-mentioned social capital.
While the reputation of Hayek as a monstrous liberal exploiter has cast his thinking outside
and far from the mainstream, his notion of social capital, although he does not label it as
such, can be used to explain the basis of beneficial institutional design, where the liberaliza-
tion of society, in order to extend the full capacity of spontaneous order in society, acts as the

good institutional form.

The Hayekian conception of social capital lays in his perception of individual human being.
Individuals are thus basically ignorantof ot her i ndividual sé knowl ed
the individual to acquire knowledge other than that he owns, and simultaneously help him or
her to better achieve his or her aims, individuals are motivated to act in accordance to social
interaction. This thought might be bypassed by simply stating that such reciprocal action is
just natural and common, however, it is surprising how this asset has been neglected or mi-
sunderstood in institutional management by acting according to a grand narrative of miscalcu-
lations like Hayek would argue. The most significant factor, telling us something about our
own time, is the ability to make use of individual relations now that the range of activities and

the errands that can be advanced are broader, thanks to digitalization and globalization.*??

2.8.1. Social capital and New Public Management

One of the major ruptures in the globalization and digitalization processes has been the frag-
mentation of the civic culture and the increasing social complexity leading to faster changing
demands and inputs in the public sector and civil society dialogue. This kind of a new opera-
tional environment surely has its demands, and yet it can be described to hold certain quali-
ties which might be beneficial. One of these assets is the novel paradigm of innovation

processes and organizations. Marcel Veenswijk describes the gradual transformation of inno-

21 | uoma-aho 2005, 143.
122 Burt 2005, 4.
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vative functions in the public sector. The process that makes these utilities appear improbable
by experience in the above-mentioned new operational environment is labeled as innovation
paradox and referred to the growing demands of adjusting reality with organizational efficien-
cy. Veenswijk writes: i[| W] e consi der publ i c s e the process anch ov at
result of processes of cultural change which can be translated globally into a complex series

of separative, connective, and transcendent organizational constructions. >

The emergence and development of the New Public Management (NPM) doctrine can be
seen to make social capital input in public organizations bear contemporary importance. The
concurrent trend of NPM has managed to transform governmental procedures into making
use of the best practices*® found in the private sector business management, often referred
to as an administrative reform and an innovation in its own terms. One of the many manifesta-
tions of this transformation is a redefined way of understanding citizens as clients and con-
sumers, and seeing customers and the open innovation paradigm stemming from the con-

temporary understanding in organizational sciences.*?

Research and development activities in the public organization management have been a de-
veloping aspect parallel to the process of globalization, as it has been in the private sector.'*
The Globalization 3.0 -projection*?” with the rapid development in communications and digita-
lization leading into more fragmented homogenous cultural underpinnings, the logic in creat-
ing customer value and making a profit has had a tremendous rupture.*?® While it would have
been basically impossible to gather around all the experts, academics, students and Average
Joes to give an innovative input at a particular company R&D lab twenty years back, it now is
rather more than an opportunity. While social relations digitalizes, social capital is also digita-
lized and can thus be used to explore and to improve performance. And thus, while it is un-

derstood by the private sector, it hence has the ability following the logic of New Public Man-

123 veenswijk 2006, 5.
124 E.g. performance measurements, total quality systems, product-market combinations, client-satisfaction re-
orts, virtual support teams, professional empower ment,
% McNabb 2006; Lane 2000; Veenswijk 2006.
126 yyeenswijk 2006, 3. A successful strategic planning in market-based private businesses requires an adequate
amount of exploitation and exploration, i.e. sufficient production together with sufficient research and develop-
ment, thus if the principles of NPM can be transposed further, sufficient R&D can be said to be required at the
ublic sector, too. (Lohivesi 2010).
" The third stage of globalization according to Thomas L. Friedman.
128 Eriedman 2005.
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agement to add-on value in public sector, as well. Veenswijk attributes to this conversion as

separation strategy.'?

New public management paradigm can help us, after all the added on demand of efficiency

and productivity,**°

understand how Hayekian social theory can be linked with social capital
and public sector organizations.*®" Social capital can be understood to serve to boost innova-
tion and improve institutional performance, while the latter redefines how services can be

made more accurate and flexible, and the former reveals the value of a client perspective.**

2.9. New Public Management doctrine in the Finnish public sector

New Public Management doctrine in the Finnish public sector had its momentum in the late
1980s together with the universal dynamics of organizational development taking place. The
Finnish version of the public sector paying homage to the geopolitical situation, heavily regu-
lated markets and powerful state control started to erode and began leaning to a more diverse
decentralized form. Insofar that the conversion had various implications penetrating the whole
specter of the public and the thus regulated private sector, the main focus in reference to the
case in question lies over the individual and more specifically the citizen-state linkage as an

institutional shift.*3

The emphasis on the citizen due to the assimilation of the New Public Management doctrine
manifested itself in the preambles of the transformation of legislation in the 1980s where it
was suggested that the focus of the service interface is to be based on two-way discourse
enabled by a bottom-up model rather than a closed internal process resting on top-down

structural arrangement.*3*

While this adjustment offered a new perspective in enabling servic-
es effectively with productive undertones, its reasoning laid in decentralizing so-called central

planning functions thus did not suggest any direct civic-influences to be primarily taken in ac-

YySeparation stands for detachimeemmas drdce grecwpp!liimgr elf atiil
(Veenswijk 2006, 4).

% pid.

31 What makes this movement rather interesting is that open innovation paradigm aims to utilize decentralized

knowledge, i.e. knowledge that is dispersed among countless individuals and cannot be found centered or ex-

ploited by one mind. Such a tendency can also be used to explain why it would be important to use this para-

dizqm in public sector strategies.

132 veenswijk 2006, 3.

133 Alasuutari 2006.

¥ Komiteamietinté 1986, 12,9.
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count. This development was of course vital in enabling institutional alterations to pave the
way for such movements, as it has been argued that the New Public Management doctrine
has such a built-in implication.

The claim thus far considering the public organizational transformation embodying the ideo-
logical and operational environment suggests that since the Finnish public sector faces the
challenges of cultural fragmentation, it can tackle them with similar organizational operational
methods that New Public Management in reference to the best practices adopted from the
corporate governance model.*®* Hence, the strong remnants of the Finnish welfare system
utilize the production of services as one of the central attributes of the arrangement in hand,
and thus the globalization projection with all its complexity has transformed the operational
environment of the model, it is not too wild of an accusation to call upon the welfare state to

organize itself according to these qualifiers.

2.10. Summary of the theoretical matrix

The societal model promoted by Hayek in his theory of the creative powers of a free civiliza-
tion is a theory that tells a story of information society, as well. However, this society does not
benefit directly from the information which is contemporarily understood as data and mechan-
ical information, but from knowledge which is owned and shared by all members of a society.
What Hayek laid down theoretically in his time can furthermore be understood today, the only
radical changes being the velocity of the flow of knowledge and the ability to exploit it more

extensively.

The theoretical matrix discusses the organizational structure that the Finnish information so-
ciety projection portrays in its strategies. The questions that are to prompt in the following
analysis gather information of the possibilities of exploiting individual knowledge in public or-
ganizations, especially in the research and innovation processes where new products and
services are developed. The main purpose of this theoretical framework is to provide the fea-
tures of a bottom-up organization that bestow open and social innovation prospects for indi-

viduals. The most intriguing question is, of course, to which extent the Finnish information so-

135 Luoma-aho 2005, 14.
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ciety strategy projectionds portrayal of et he F

kian knowledge-based society and its open organizational formations?

The following chapters discuss how the general research pattern of this study develops into a
matrix that includes both the utilized methodologies and the basic theoretical themes. While
the strategic leadership is tested through Hayekian theory of his basic notion of the liberal so-
cietal sphere, the organizational and epistemological ideas propose how open innovation*°

137

and New Public Management™’ paradigms are extended through the case through Hayekian

explications.

3. METHODOLOGY

3.1. Introduction

The approach, which is utilized as a methodological tool for analyzing the chosen case,*® is
categorically qualitative. By using this method, the analysis consists primarily of descriptive
processing leaning toward the merging of the applied theoretical framework with the findings
derived from the case. In a qualitative study, this node between the categories (Figure 1) is
expected to provide a theoretically meaningful interpretation of the phenomenon. The theoret-
ical framework of the study employs the basic starting point which penetrates the analysis of
the study, depending on the appointed arguments. The particular framework thus defines the

theoretical concepts used throughout the analysis.**

The applied research method mixes different methodologies; hence it can be referred to as a
state of methodological triangulation**® or a mixed method research strategy.*** However, the
role for the secondary method, dictated by the form of the chosen case material, is to provide

specific categories characteristic of the means of strategic evaluation. The research matrix

136
137
138
139

The chapter 4.6. discussing innovations.

The chapter 4.5. discussing feedback and transparency.

The three Finnish information society strategies of 1995, 1998 and 2006.

The case is analyzed through a known hypothetical matrix, which forms the theoretically driven methodology
in analyzing the contents of the case. (Tuomi & Sarajarvi 2009, 97-98).

% Morra-Imas & Rist 2009, 28.

! Denscombe 2007, 107.
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thus includes the analytically important point of contact, which is methodologically categorized
by evaluation and interpreted by the theoretical categories. This helps the overall analysis to
improve the analytical accuracy, which presents a more complete picture of the overall field of
research and further develops the analysis by establishing a channel of information conver-
gence between the primary and secondary methods.*** The mixed method strategy is intro-

duced in the research matrix in Figure 1.

Practically, the general point of departure refers to an overall direction capable of grasping
different evaluation and analysis methods. By this way, one is apt to illustrate the recurrent
strategic stance of an organization. Furthermore, the ability to study organizational planning
requires a variety of different viewpoints, applied by dividing strategies into a set of predeter-
mined evaluation areas.*® In practice, each strategic embodiment is described by focusing on
the specific area of investigation and is then evaluated by a set of features targeted on differ-
ent sectors of the general view. The categorical standpoint leading to a descriptive analysis
rests on a Balanced Scorecard model by Robert S. Kaplan and David P. Norton. To be able

to evaluate the selected features, the EFQM Excellence Model is applied, in addition.

3.2. Case Study Analysis

The case under analysis consists of three Finnish information society strategies produced in
1995, 1998 and 2006. These strategic documents represent the by far only documented stra-
tegic endeavors on a national scale, although a myriad of reports, documents and
disquisitions have been produced in accordance with the information society development.***
By choosing the case material to include these documentations, one is apt to review the or-
ganizational processes and follow the strategic maturation through time 1 the qualifications of

understanding a complex social phenomenon.*

“2 Denscombe 2007, 109 i 112.

% The evaluation areas are illustrated in the research matrix in Figure 1.
1 Turku School of Economics 29.3.2010.

¥ yin 2003, 2.
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The Creative Powers of a Free Civilization.

Theory Liberty Organizational setup Knowledge

Freedom Bottom-up approach. Open innovations

Communication Social innovations

New Public Management

Q0L EE Transparency Feedback & transparency. Innovations
Balanced et .
Mission Customers & Clients. Internal processes.
Scorecard
EFQM Mission & Vision Interest groups Cooperation Development

Leadership | | Operational processes | | Partnerships | Processes

Organizational strategic performance.

Figure 1 Research matrix

The implications derived from the case and the assumptions that have been drawn from the
theoretical framework form an area of convergence, and are used to explain societal transpa-
rency, feedback and innovation abilities. This field is formulated as an analytical interface de-
scribed in Figure 1. These three focal points have been chosen according to the evaluative
methods, which consist of the implications of organizational strategic processes. Consequent-
ly, these three implications are reviewed from a standpoint of the organizational excellence
model EFQM (discussed in chapter 3.4.), which examines organizational success from differ-
ent evaluative areas. The evaluative areas are chosen in accordance to the theoretical impli-
cations that serve as the directive qualitative progression of the study. Hence, the method and
the theoretical framework share three thematic research areas under analytical inspection de-
scribed in Figure 1.
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Open Innovation Paradigm

New Public Management

[

/,_> Open Society r\

Knowledge t Organizations

\

The Creative Powers
of a Free Civilization

Figure 2 The Theoretical Framework*®

The case including three strategic models from the Finnish information society development is
described by a group of distinctive focal areas that are methodologically classified. The aim of
the study is to configure the strategic basic structure and to explain its potential transforma-
tion. Further prognostic and normative viewpoints are examined in discussions.**’ The tar-
geted case is documented using descriptive features derived from evaluation methodology of
strategies both for the use of private and public organizations. Also, the potential alterations
that appear while dissecting the models through an overall period of information society strat-

egy development are compared.**®

%% The theoretical framework introduced in Figure 1 has been illustrated here in more detail. In this figure, the

theoretical themes have been connected among each other.
“7 Routio 2007, 1-2.
%8 Routio 2007, 2.
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3.3. Strategy perspectives

The research method, which is utilized for portraying strategic ensembles through strategic
processes, is originally a methodological approach of measuring organizational productivity.
The reason this method stands out, its methodological specialization, is its ability to measure
the intangible social capital of organizational strategies. Robert S. Kaplan and David P. Nor-
ton developed the method in the early 1990s; as a result, they have produced a concept
termed as a Balanced Scorecard of measurements, a qualified model of synthesizing financial
outputs out of a strategy with intangible social capital. The method is also competent to eva-
luate the quality of a broader variety of the effects that an organization can produce than

merely what and how an organization is capable of producing.'*°

The idea that an organizational strategy should include assets that were not involved in a tra-
ditional strategic evaluation provided an increase in efficiency and benefits of where it had
been utilized in strategic planning. According to Kaplan and Norton, the dynamics of the pre-
vailing operational environment became better covered when the intangible assets were in-
volved in the process. Thus, a better vision of the environment assisted in making better deci-
sions, applying more knowledge from social aspects as well, making a key difference in which
organizations were the survivors. One of the many manifestations of the dynamics of the con-
temporary organizational operational environment is the growing importance of the intangible
social capital which in general terms has come to shape markets as well as different branches
of businesses. Kaplan and Norton claim that the most important part of this new environment
was how the concept of a client was understood; the client would have to be provided with

unique value, something that would appreciate the true needs of the customer.**°

149 Kaplan & Norton 2004a, 11.
0 1pid.
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Fiduciary Perspective

*If we succeed, how will we look to our
taxpayers (or donors)?”

The Mission

Internal Perspective

*To satisfy our customers and financial
donors, which business processes must
we excel at?”

Learning and Growth Perspective

“To achieve our vision, how must our
organization learn and improve?”

Public-Sector and Nonprofit Organizations

Customer Perspective

“To achieve our vision, how must we
look to our customers?™

Figure 3 Strategy Maps: The Simple Model of Value Creation'**

In Figure 3, a value chain implemented for the use of a public organization strategy is dis-
sected into four strategic process segments that aim at fulfilling the promises and objectives
the organization has stated in its mission. The case involving the Finnish information society
strategies is analyzed through the matrix provided in the above figure by identifying the

processes referring to the four perspectives. The categorization of the processes was chosen

151 Kaplan & Norton 2004b, 8.
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from the synthesis of the theoretical framework. Additionally, the EFQM model helps in identi-

fying the process connections and evaluates their direction.

3.3.1. Strategy map as an evaluation method for organizational strategies

The method, which is used to describe and provide evaluative categories in strategies in this
study, is labeled as the strategy map™®. The method includes four Balanced Scorecard ap-
proaches to categorize organizational goals and draws a cause and effect linkage between
them. According to Kaplan and Norton, superior strategic success requires a formula that
summons up the strategy map and Balanced Scorecard measurements inside a strategically
driven organization. In this study, these evaluative measurements and descriptions provide a

qualitative conception of possible success and/or failure of an organizational strategy.**

The Balanced Scorecard method provides a model that describes how a strategy aiming for

value creation can be determined. The model for value creation in the public sector (Figure 1)

has several points similar to how the matrix for the private sector is described.’ The most

important aspect of the strategy model is the organizational mission and its attainability. The

organizational mission cannot be seen solely from financial viewpoints; a public strategy

pan(s) a broad and diverse set of missio
N 155

differentlyo ;> thus making the most valuable linkage for an effective strategic whole between

the basic mission feature and the production of client surplus value.**®

The basic task of a public organization strategy, according to Kaplan and Norton, is how client

or customer needs are fulfilled. Public and private strategies differ from each other in refer-

152 Although the strategy map can be described as a methodological tool that is chiefly appointed to evaluate

organizational strategy as an illustrated model, it nonetheless includes categorical focal areas that are essential
for understanding a strategy without, in fact, illustrating it. Thus, the mixed evaluative method in hand loans the
apparent categorical divisions, even if it could be extended further. This would, however, satisfy a different need
in evaluation since the illustrated model is eventually used to create indicators that observe organizational de-
velopment in time. This data would be considered fundamental for the organizational leadership and manage-
ment, but does not serve its purpose in a more generalized analysis. (Kaplan & Norton 2004a, Kaplan & Norton
2004b, Lindoors & Lohivesi 2004).

193 Kaplan & Norton 2004a, 13-15.

154 Kaplan and Norton provide different models for the use of private and public sector strategies in considering
orsganizational success.

1o Kaplan & Norton 2004b, 7.

*® |indroos & Lohivesi, 2004, 143.
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ence to this particular assessment; hence the public mission is often dictated by legislation.*’
The success of a public organization strategy is based on the effectiveness of the internal
processes underpinned by the intangible social capital (Learning and Growth). A parallel fea-
ture embodies the fiduciary view, which is not to be taken as a dominant feature, actualizing
the goals that the taxpayers or donors have been provided with within the strategy. What is
important in the public model is the fact that the strategy has to satisfy different roles of partic-
ipating citizens. This dual feature guarantees that customer relations are treated with fiduciary
efficiency and that the strategic aim is directed to developing and producing customer-

oriented processes.*®

3.3.2. Strategy maps and the value creation process

The Balanced Scorecard measurements provide the above-mentioned aspects on strategy
modeling. Through this method, these aspects are described as channels that provide infor-
mation about the cause and effect linkages between different strategic mission nodal points.
The strategy map thus reciprocates toward making these connections comprehensible
through a commonly generated model from previous experiences in evaluating strategies. In
the process, where a strategy is formulated, the approach dictates the particular elements
taken to the definition process. In this study, the importance of intangible social capital assets
is wielded through the aspect of social and open innovation processes that are apt to provide

better customer value and more effective internal processes.™®

The strategies formulated for the use of the Finnish information society are treated with the
methodological assessment of the Norton & Kaplan model. The first provision is how the im-
portance of including all four fields of strategic elements is perceived, so if an element would
be missing, the probabilities that the strategy would be inadequate would become greater.
Another set of provisions of strategic importance are the connections between the evaluated
elements. Kaplan and Norton claim that the invisibility, or the lack of the elements, tells that
the strategic process does not involve a required linkage and has not been sufficiently speci-

*7 | indroos & Lohivesi 2004, 141.
198 Kaplan & Norton 2004a, 29-31, Kaplan & Norton 2004b, 6-9.
159 Kaplan & Norton 2004a, 32.
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fied. The rupture referring to these elements defines why the strategic mission might remain

unobtainable.'®

3.3.3. The basic principles of the strategy map

The strategy map consists of different principles that have to be met according to the Kaplan
& Norton model in order to bring about a successful strategy description. The whole concept
of the strategy map starts with the single short-term process that underpins the long-term
processes described in the section under the fiduciary perspective.

MISSION
FIDUCIARY T
PERSPECTIVE
VALUE CREATION
CUSTOMER T
PERSPECTIVE

CUSTOMER VALUE PROPOSITION

P N

Operations Management Processes Customer Management Processes Innovation Processes Regulatory and Social Processes

INTERNAL
PERSPECTIVE

LEARNING

AND

GROWTH Human Capital
PERSPECTIVE

Information Capital

Organization Capital

Figure 4 A Strategy Map Represents How the Organization Creates Value'®*

Although temporary gains could be made in a limited timeframe by using rapid decisions, the

overall process requires that all minor qualifiers are somewhat adjusted toward the overall

199 1hid
181 Kaplan & Norton 2004b, 11.
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aim or mission. By utilizing this principle, the whole of the strategic scheme can be directed

toward a successful whole.%?

Moreover, the strategy has to be founded on a differentiated customer value proposition,
which dictates how the customerd gtaxpayer, citizen, client, etc.) needs are fulfilled. These
value propositions have to be specified clearly and particularly, thus the major scope of the
thorough intelligibility of the strategy process becomes observable. Furthermore, the signific-
ance of the internal processes, together with the learning and growth processes, describes
how overall organizational strategic proceedings are practically tangible.'®®* The Kaplan & Nor-

ton model involves a classification that divides the internal processes into groups as follows:

e Operations management; how products and services are composed and delivered to
the customer.

e Customer management; how customer-relations are created and developed.

¢ Innovations; how new products, services, processes and relations are developed.

e Regulatory and social; how legislation is followed and society strengthened.*®*

Every group may involve a number of subgroups that have the ability to create value accord-
ing to different strategic methods. The critical nodal point of these allocations is to recognize
the important actions that can be linked with the commitments laid down in the customer val-
ue processes. These processes are referred to by Kaplan and Norton as strategic themes.
The overall strategy is thus composed of simultaneous and mutually complementary themes
that have to be balanced through including at least one thematic process in every internal op-
eration. This provision enables strategic success and provides an organization with durable

growth under the fiduciary segment.*®®

The final aspect on the Balanced Scorecard strategy map method consists of the learning and
growth feature. This intangible source of organizational capital dictates its value through stra-

tegic alignment and can be divided into three subgroups as follows:

e Human capital; the skills, capabilities and know-how of the employees.

162 iKaplan & Norton 2004a, 32-34.

igj Kaplan & Norton 2004a, 34, Kaplan & Nortion 2004b, 12.
Ibid.

185 Kaplan & Norton 2004b, 13.
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¢ Information capital; databases, data systems, networks and technical infrastructure.
e Organization capital; the culture, leadership, allocation of human resources, team work
and knowledge management.*®®

These intangible strategic features cannot be measured or analyzed independently but have
to be seen as how they underpin the general mission of the overall plan. Kaplan and Norton
claim that if the intangible assets are neglected in the strategic preparation process, although
they might nevertheless exist, the process is not likely to attain the preset goals and further
missions. The importance of implementing these features into the procedures is that these
attributes launch the projection and simultaneously keep it running. In summary, the descrip-
tive capability of the organizational strategy map lies in the conception of enhancement of the
intangible assets in internal processes. Through the better-adjusted processes, the value

commitment to customers and taxpayers can be attained.®’

3.4. The evaluation of focal areas

As the described model of the strategy processes is clarified, using the perspectives of the
individual endowment for innovation excellence and recurrent organizational development,
the measurable objects become more transparent and, thus, easier to evaluate. To be able to
reach innovative excellence in strategies, the strategy has to perform creditably over inner

perspectives and reach commendable results.

Operations Results

Human resources Personnell results

Essential

Customer results performance
results

Leadership Processes

Operational principles

Partnerships Societal results

Innovations and learning

Figure 5 The EFQM Excellence Model*®®

198 1hid
167 Kaplan & Norton 2004a, 35-36.
1%8 |bid.
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When a framework is provided to reach credibility throughout the strategy process, including
the adjustment, feedback and development in the evolution process, one has to define the
specific evaluation fields. The EFQM-model is divided into nine distinctive evaluation areas,

where the operations have five and the results four domains.*®

The EFQM Excellence Model provides a framework for evaluative organizational processes
that focus on a set of different key areas having an inbuilt array of distinct estimative remarks.
To be able to evaluate the described and chosen attributes with their ability to respond to the
surrounding dynamics of the current operational environment, a functional analysis of the cur-
rent surroundings is in order. Awhile the focus is on the expressions of the organizational ac-
tivity, a period that reciprocates the credibility of the results in international comparison is uti-

lized simultaneously.

The field of strategic operations in the EFQM-model measures the organizational capabilities
and functions. The results in this occasion are used rather in general terms and are only re-
ferred to without scaling them too specifically. The main focus thus lies in the organizational
performance that the strategy implicates. The primary evaluative focal point is leadership. In
public organization, the current strategy formulated for any branch of the governance is close-
ly linked with the basic strategic mission and vision. As mentioned above, these fundamental
particles of a successful strategy development projection are laid down through a political
process and usually often closely linked with legislation. In the strategic operational analysis
of a public organization, the fundamental aspects are made through a perforce political
process. Therefore, the leadership evaluation point produces information on the adjustment
abilities of an organization together with how the dynamics of the surroundings are unders-

tood.*"®

The second focal point considers the operational and strategic principles. In operational prin-
ciples, the mission and vision that are conveyed from the leadership processes are trans-
formed into a strategy that caters for different interest groups (consumers, clients, customers,
taxpayers, partners, etc.) and is simultaneously applicable with the operational environment,

e.g. the existing markets and prevailing trends and dynamism. The third meter is partnerships

169

o The European Foundation of Quality Management 2003.

The European Foundation of Quality Management 2003, 13.
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that measure how external companionships are designed, managed and administered for a
twofold benefit and how these relations can eventually underpin the emerging of the overall
strategy. The fourth field, entitled processes, delivers information on how the organization de-

velops its internal processes.'’*

3.5. Summary

The analytical method targeted at the utilized case is a method which is largely dependable
on the categories formulated through the secondary methods of strategic evaluation studies.
Moreover, as the general focal points have been derived from the theoretical framework,'’
the analytical matrix thus renders some arguments stated in the case, more specifically, the
arguments that refer to the organizational basic structure, the activity of the civil society and
individual creativity, where the latter point represents the main aspect, while the previous are

supportive organizational structural features that underpin individual creativity.

Consequently, the methodological foundations dictate quite comprehensively how certain im-
plications are analyzed and how these assumptions are chosen. Having to merge different
evaluative sub-methods and pervading different sector bounds of separate disciplines, the
evaluative whole hints of a theoretical entity itself, as well. However, to be able and apt to
form strategic definitions from the chosen literature, the fact that the documents follow a cer-
tain procedure with rather established sections provide a coherent method of approaching
them with evaluative means. Therefore, the secondary methods of the kind diminish the nor-

mative tones.

171

1y The European Foundation of Quality Management 2003, 14-20.

The categorical focal points that have been derived from the theoretical framework, and illustrated in the Fig-
ure 1, serve as the baseline for the following analytical chapter.
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4. OPEN APPROACHES TO INFORMATION SOCIETY

STRATEGIES; CASE FINNISH INFORMATION  SOCIETY
PROJECTION 199571 2006

4.1. Introduction to the analysis

Before going into a more specific definition of the implications of the information society strat-
egies, a basic description of the term information society strategy is in order to be refined.
Strategies in general are distinguished as intentionally determined goal orientated operations,
where strategic planning refers to the designing and implementing of future organizational ac-
tivities.*”® The content of a strategic document consists of describing strategic processes that
manifest themselves as discussions, conclusions, future choices and operations. The strateg-
174 In

ic processes are produced to attain the determined organizational mission successfully.

brief, a strategic document is a plan for the future organizational operations.

A distinctive feature of our age is the conception of information society, especially developed
and distinguished through strategic planning procedures. Strategic arrangements have played
a significant part in the overall information society schemes from the beginning stages of
these operations, already from the time when the term information society was first estab-
lished. The first practical expression of the information society strategies appeared in the
1990s when both the United States and the European Union formulated their first strategic
documentations. This movement also led to the establishment of the Finnish information so-
ciety strategy projection, which manifested itself in the mid 1990s when the national strategic
document was first published. The strategic document went by the name of fFinland for the
information society i national definitions of policyd” and was put out by the Ministry of

Finance.l’®

173 Karvonen 2004.

) indroos & Lohivesi 2004, 28.

i;ZOr iginal title: fASukansalkioghteiskankha&so.
Karvonen 2004.
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4.2. The elements of strategic documentation

One of the basic elements described in a strategic document is the organizational vision,
which refers to an imagined or prefigured objective that the organization uses as a model for
its future proceedings.’”” A vision thus represents a state of errands that a strategic planner
wishes and/or expects of the organization in reference to the dynamics of the surrounding op-
erational environment. Although a vision is arguably a view on future possibilities, it also has
to remain understandable and realistic. A good vision, defined by Lindroos and Lohivesi, in-

spires the organizational personnel and is understandable to the customers.'’®

In the centre of both private and public strategies is the end user, usually referred to the role
of a customer. While private organizations are apt to come up with products and services for
a calculated benefit for certain clientele, designed by examining the markets and individual
activity, public organizations serve their customers by reflecting political guidelines, often as-
serted through legislation. While a legally dictated basic mission might enjoy a more static po-
sition when compared to the swift movements a private organization might be able to conduct,
a fixed condition usually safeguards the existence of universal social values.'’® Therefore, the
strategy reflects the basic principles of the political system, where the administrative quarters
create innovative implications directed by the basic strategic mission and for the use of dy-

namic operational environment.**°

Moreover, the strategy process in the public organizations functions differently from the busi-
ness and private world, according to one of the most fundamental aspects that makes these
organizations act adversely. While a private organization serves to increase the long-term
merit of its share-holders by producing continuous surplus value in its activities, a public or-

ganization is expected to operate effectively in producing additional value in relation to its ba-

7 Although the strategic mission and vision elements are somewhat glued together considering the analysis of

leadership at issue, they are not to be understood as synonyms. Moreover, the strategic vision can be unders-
tood as a vessel that crystallizes the concurrent idea delivered by the basic mission.

78 indroos & Lohivesi 2004, Karvonen 2004.

19 For example, the legislation protects the services that are traditionally referred to as produced by a welfare
society.

% 1pid.
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sic mission.'®" The similarities, which both the private and public organizational strategies
have in common, are those that fulfill the fundamental aspects of the strategy prowess and

Success.

The primary function of strategic operations is thus the process of adjustment. Thus, the stra-
tegic planning meets the qualifications of a dynamic operational environment. It is often the
case that it remains burdensome for a public organization to perform rapid strategic maneuv-
ers since the basic mission is commonly dictated by legislation. Additionally, the basic expec-
tations do not transform swiftly or unexpectedly either. For this reason, the strategic lifespan

of a public strategy is longer than in the corporative business world.'®

4.3. Case studies

The research case utilizes three national strategic documentations implemented for enabling
the Finnish information society development from its first phase to its latest stage between the
years 1995 and 2006. The strategies all had different directive quarters that were responsible
for the formulation process; the Ministry of Finance in 1995, the Finnish Innovative Fund
(SI TRA) in 1998 and the Prime Ministerds Cabin
devised with a coalition, which involved contributors from both the public and the private

realm and from the civic sector as well.

4.3.1. The Finnish information society strategy of 1995

The Finnish information society strategy projection can be dated back to the year 1994, when
a work group was appointed by the Finnish Ministry of Finance to be in charge of the planning
of the strategic document.'®® This operation was a part of the reform endeavor aiming at the
amendments of the central and local administrative governance assigned by the Finnish gov-

ernment. The international influences that resulted in the accumulating pressure of the infor-

81 A public organization strategy has to consider different segments of interest than merely its direct customer

relations since the basic mission is usually a product of a politic process that involves legal, bureaucratic and
re;aresentative actors. (Lindroos & Lohivesi 2004, 139-140).

% The lifespan of a public strategy is commonly five years, which regularly describes a strategy as an evolutio-
nary progress, characteristic of a more stable strategic development. (Lindroos & Lohivesi 2004, 142).

% The strategic work group consisted of representatives from both the public and the private domain, although
the private representatives served as a clear minority in the overall line-up. (Ministry of Finance 1995, I).
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mation strategy project were noticed as quite an acknowledged movement among the devel-
oped OECD nations. The connective thread of this universal point of departure was the Na-
tional Information Infrastructure initiative made by the Bill Clinton administration that lead to
an across-the-board conception labeled as the information superhighway, which also directed

the formation of similar operations in the European Union.*®*

The rapidness of the overall information society development was also noticed by the Finnish
administration, by closely monitoring the paradigm change that started to transform from a
technologically focused viewpoint toward broader attitudes.'® This tendency was grasped as
deeper comprehensive advancement, influenced by general societal distortion of the digital
and information age. The consideration that was formulated by the work group was based on
the assumption that Finland had not yet established its status as a networking information so-
ciety, at least from the administrative public standpoint. The fact that the first strategic formu-
lation was established by a broader societal change by the time of the national financial tur-
moil in the 1990s, and simultaneously riding at the heap of the movement toward the Euro-
pean Union integration with implementing its membership terms, it came to as no surprise
that the emphasis of the strategy was on the financial and international cooperative divi-

sions. 18

The mission in the general strategic plan was formulated through the utilization of communi-
cation technology, hoping to transpose the general societal change into a new system de-
scribed as a networking information society. The starting point for the strategy process was
promising; the national know-how and education were perceived as high-grade and the soft-
ware industry was apprehended as competitive and top-of-the-line amongst international
comparison. In fact, there was nothing implying that Finland would not be in the leading edge
of societal and technological development as long as the information society development

was concerned.®’

184 Ministry of Finance 1995, I-Il.

¥5The attitudes toward the information and net wohr Ki ng

nical pheno mestryohFinance(1986, I1).
188 |hid.
87 Ministry of Finance 1995, II-Ill.

t
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The strategy included five definitions of national policies that were to define the tangible oper-
ative functions. These duties represented the practical objectives that were to enforce the

strategic basic mission as follows:

1. Using information and networking technologies as tools for the reformation of the pri-
vate and public sector.

Making information technology an industry of great future importance.

Providing the information and communications technology professions with competi-
tive advantage and high-end human resources.

Supporting the use and basic skills of consuming information services for one and all.
Creating the Finnish communications infrastructure to hold competitive advantage and
service capabilities.*®®

w N

ok

In the study, the first and fourth points are under a closer inspection in reference to the overall
theme of the study, taking a glance at the open innovation projection in a remark on the no-

tion of the citizen together with the evaluation process of public organization structures.*®

The mission for the Finnish information society strategy was formulated to endorse notable
changes that emerged through financial, technological and international development. These
changes were in unison with both the causes and effects of the opening of the national mar-
ket and the rough recession. The direction that came to represent the overall mission was ac-
cordingly labeled as the emergence of a network economy and information society, that were
to further the productivity and effectiveness of the suffered national economy. And so, the
overall spirit of the strategy had clear economic underpinnings, hoping to offer solutions for

multiple societal problems from employment to welfare issues.'®

The main thematic mission in the strategy consists of the regeneration process of the emer-
gence of the information society and development process of the information economy. In re-
lation to the discussed study, the focus is on the former aim. Consequently, the strategic na-
tional definitions emphasized in the study are produced to provide information from the plans
made for the reformation of the public sector. A second point of interest is how the citizen is

understood in this scheme.

188 Ministry of Finance 1995, III.

1% See Figure 2.
)1t was stated in the strategy that: AThe transf or mati o
ward amore openanddynami ¢ gl obal economyéo (Ministry of Finance 1
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4.3.2. The Finnish information society strategy of 1998

The second phase of the Finnish information society development emerged in 1998, three
years later than the first strategic document in this reference was published. The strategy
document was in every aspect different than its predecessor; it was formulated in a freer form,
its basic attributes were based on largely different basic mission interpretations and the re-
sponsible organizations hailed from the realms of industry and commerce.’®* Rather than
handing out specific plans of surviving a difficult operational environment as a nation, the
second strategy can be seen to attain a more supplementary role, involving more customer

orientated and humane attributes in the information society projection.%

The operational environment in which the second strategic document shifted was promising
and encouraging for the Finnish informatiken so
ing was of a high standard, and Finland was treated as a representative of the new future of
what the image of the model of a successful information society would be capable of and how
it would manifest itself. Finland was at the time considered as a laboratory of mobile in net-

work innovation, lead by the boastful success of the Nokia Corporation.**®

The national vision that was implanted into the strategy involved a thought that had a wide
spectrum of serving potential interest groups involved in the information society projection. It
also served to provide the Finnish society, in a traditional sense, the tools of the information
age by improving the quality of life and know-how. The goals that were formulated delivered
information about a myriad of social aspects that included:

¢ Increasing welfare by offering employment opportunities and livelihood

¢ Providing equal opportunities to gather and manage information and to improve know-
how

¢ Improving the requirements of free enterprise, competitiveness and the quality of work-
ing life

e Increasing the opportunities for overall individual interaction and cooperation

e Strengthening democracy and the opportunities for citizens to contribute socially

Improving security and individual privacy protection and position as a consumer

1 The strategic work group was assembled by the Finnish Innovative Fund and consisted of a similar kind of a

set-up than its predecessor. However, the core work group cooperated with different sub-groups and was influ-
e n ¢ e dsevenal hihdreds of individualso . ( SI TRA 1998, 4) .

92 SITRA, 1998.

% Turkki 2009, 13.
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Developing services and cultural events, along with international cooperation
Increasing the amount of interest of innovative businesses to relocate in Finland
Decreasing regional inequality

Supporting the objectives of sustainable development

194

4.3.3. The Finnish information society strategy of 2006'%

The third, and to date the final stage of the national strategic information society development
emerged in 2006 when t he Renhawabteehgmace andcampetiterent e n
Finland 7 the national information society strategy 2007120150 wa s p u b | slaeld leyd . (T
author).*®® Although the time of the Finnish success story among international comparison in
e-literacy, etc. had slowly faded out, the nation clearly explored its global position as a chal-
lenger in the international scale. The bursting of the IT bubble and the globalization of the
economy had produced an operational environment where competition reached all the way to
Asia. To be able to compete with the emerging economies, a fundamental and powerful phe-
nomenon of positive connotations was seen to be in order. Therefore, the strategic objective
consisted of producing Finnish IT phenomena, including a common front of services, technol-

ogies and operations.*?’

The strategic vision was ¢ on Gedlseandinformatiomsoce- t h o u
tydo. ( Tr ans]| at*®The visipn wasiratibnalized to deliver information about a cer-
tain paradigm shift in the information society development, where the necessitations of infor-
mation technology were no longer emphasized on the expense of the knowledge-based so-
ciety. Although technology no longer served as the sphere of the development, the interest
groups involved in the projection and the strategic missions and processes were widely de-
scribed; everybody was thought to devote to the common goal of good life and better welfare.

The strategic mission thus involved a vision of maintaining a welfare society in competitive

" SITRA 1998.
The strategy of 2006 was produced by the PrimenMinister
volved the strategic interest groups, and in addition the actors that had participated in the strategic planning of
the two previous documents. ( Pr i me Mi ni ster 6s Office 2006, 2).
YouUudistuva, i hmislahei neiKapsallne itidtophteiskuntastyategyai 260& i 20S1u50. i
$97Pri me Ministerés Office 2006) .

Pri me Ministeré6s Office 2006, 2.

tiet

198ﬁHyva el @2 m2 oyhteiskunnassa. o (Prime Ministerds Off
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operational environment with emerging markets and simultaneously hinted of understanding

the information society as a social enterprise, rather than a governmental scheme.*®®

The proposals for the policy definition of the strategy included schemes that were to realize

the objective of the forthcoming Finnish IT phenomenon including:

e To establish the agenda for service renovation.

To increase the speed of network connections and to guarantee the interoperability of
i nformation societyds infrastructure.

To guarantee the prerequisites of lifelong learning.

To renew the rules of the working life and to develop management.

To renew the innovation system.

To develop further the copyright system.

To promote small and medium sized businesses in adopting e-business services.
International influence in the European Union and Asia.?®

4.4. Leadership

To be able to define what can be acquired through focusing on leadership in strategic
processes, the first and foremost task is to provide descriptions of what signals such activity.
In organizational evaluating methodology, the measurements of strategic performance include
focal points that contain the weighing of the formulated mission and vision, which define the
organizational basic mission and objectives. These features are at the heart of the strategic

matter and can typically be found documented on the grounds of a strategy report.?%*

Strategic leadership is evaluated through the formulation of the strategic basic mission and its
justifications. The mission can be analogously referred to the organizational basic task, which
in the public sector is initially produced through a wide-ranging political process further re-
flected by the strategic overall assignment. Through these (political) processes, the prevailing

political stance that aims at successful adjustments to the dominant environment, the final

¥prime Ministerbs Office 2006, 4

“®prime Ministerds Office 2006, 5.

1 The EFQM Excellence Model assigns leadership as one of the areas of organizational evaluation that pre-
scribes how the formation under discussion operates. The categories that are used according to the model are
composed of mission, vision and values, the enforcement of the agreed schemes and the ability to reflect poten-
tial change of organizational course. (The European Foundation of Quality Management 2003, 12).
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form eventually gets shaped.?® Basically, the strategic mission can be claimed to represent a
synthesis of the political will and the understandings about the current conjectures with differ-
ent ideological connotations.?®® For these reasons, considering the strategic leadership in dis-
cussion, the aim of the mission and vision is to describe how the societal basic task is unders-

tood and how the requirements of the features of the concurrent attributes are explicated.

4.4.1 Leadership in information society strategies

The strategic mission formulated in the information strategy document of 1995 reflected the
economically influenced operational environment of the time. The main strategic (the basic
mission) objectives functioned as stabilizers for the national economy and coincidently pre-
pared the nation for the upcoming societal change that required the features of the networking
society. These attributes would, according to the document, be able to better succeed in reci-
procating with the desires that had been cast against the European integration process i one
of the great national themes of the decade. The emergence of the information society was
thus all about developing an industry that had emerged and developed without too much of
tampering or hampering i the information technology industry. The field of industry was
grasped as something that would more or less improve the employment situation, providing

as solution one of the biggest social incidents of the 1990s.%%*

The fact that the strategic mission was in a way straightforwardly economic was avowed in
the document rather clearly. The further implications of what the whole industry would surplus
were treated as secondary consequences and were not examined too specifically. However,
the model of the networking society, an incipient process at the time, appeared in the docu-
ment as significantly egalitarian.?®> This thematic aspect hinted of a general comprehension
that by assuring the possibilities for information technology usage for all, society would for-
ward itself to a stance of development which would encourage the industry as a result. Still,

the egalitarian view and the productive view were rather distinctively separated, and it was

292 The strategic mission also describes the prevailing societal set of values that steer the actions that are cho-

sen to carry out certain political initiatives.

2% | indroos & Lohivesi 2004, 139-155.

I'n the strategy document of 1995, a rough financi al tu
turmoil in Finland had culminated into a crisis, which expressed itself by mass unemployment and administrative

debt si t urastryobRmancedl996, 3-14).

“5The basic teleinformatic | i teracy has to be provided f
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perceived moderately clear that the information industry would respond to the need that was
produced through the offering of the teleinformatic literacy for all, but not that these two would
form a twofold symbiotic relationship for better exploiting the general information and produce

innovations of higher standards.?%

The strategy of 1998 attained a completely different mission measuring up to more individual
and human standards than its predecessor, which radiated to the strategic vision as follows:
fFinnish society develops and enforces exemplary, diverse and durable opportunities for the
information society to improve the quality of life, know-how, international competitiveness and
interaction. *¥ The distinctive feature of the strategic mission was its explicitly noted ability to
advance the information society development through a bottom-up approach, i.e. from the

needs of the citizen.?®®

Whilst comparing with the former document, the pressure that oc-
curred under the unstable operational environment was for now diminished, and it was clearly
perceived that Finland was at the cutting edge of the overall information society development

among international comparison.?®®

The basic fundamentals of the strategy document of 1998 reflected the basic attributes of an
innovation driven networking society with egalitarian underpinnings, which can to some extent
reciprocate the description of an open information society. In addition, the international trend
of focusing on the individual, while the information society development was under examina-

tion, produced rather similarly orientated strategies across the board.?*°

When the Finnish information society projection shifted to the 21° century, the strategic liabili-
ty was passed onto the Prime Ministeroés Of
a si mpl &ood Iderimthe information society. 06 The aim for the

through a triangle of individual endowment, public organizational structures and private busi-
nesses that would together formulate an open society, providing a safer environment with in-
novation and flexibility. Overall, the strategic ensemble reflected a fair idea of a synthesis of

the two previous documents. While the document of 1995 was targeted mainly for the devel-

206 Ministry of Finance 1995, 6, 18.
27 SITRA 1998, 8.

fice.

good

%3 The Fi nndtsihon ndomaimty has to be developed according t

209 5ITRA 1998, 4-8.
prime Ministerods Office 2006. 55.

(0]



58
opment of the Finnish industry and the strategy of 1998 represented a more individualistic
point of view, the first paper of the 21% century grasped all these and more. The focus was
realized through a broad societal front with a shared answerability of the whole of the informa-
tion society. For the first time, it was not the state that would define societal development
through carefully emphasized policy definitions but the society itself, which would absolve

creative forces over its own destination.?*!

The journey of the Finnish information society projection 19951 2006 had diverse connotations
considering the thematic generalizations that each of the specific strategies initiated. The ba-
sic task and the strategic basic mission reflected rather clearly the socioeconomic situation
around the mid 1990s where profound environmental dynamics were confronted, whereas the
two later documentations were more focused on initiating development plans with a more ref-

lective approach to the dynamics of the prevailing operational environment.

The characteristics the strategic documentations eluded are generated to the succeeding ca-
tegorical synthesis by my personal conceptions of the particular analysis as follows: the en-
dorsement of the wide-ranging structural change (1995), the exploitation of the occurred
(1998) and sharing the responsibility (2006). The features of the case strategies have thus
been categorized by their distinct general undertones that assist in analyzing the strategies in

the following chapters.

4.4.2.1. Endorsement of the wide-ranging structural change

The basic idea considering the strategic planning and the relations to the operational envi-
ronment can under the theoretical framework be divided into dictation and adaptation.?*? Ad-
mittedly, these categories are not to any extent normative in a way a strategy could be la-
beled as a clear representative of one or the other, but they do mix and match influences that
a general tendency toward either one could be pinpointed. What bears importance in this oc-

casion is how the general conception is formulated the way it is, and how the critical nodal

prime Minister ®@s G@fTfhiec eFi a0 6&,h henomenon can be

pol i tical actor s, public organizations, industry a
ngPri me Ministerés Office 2006, 4).

Previously referred to as the dichotomy of centralized and de-centralized composition of knowledge in a so-
ciety that is used to empower the organizational activities in a society.

real i

nd
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points of the study, i.e. the individual and organizational performance, are either dictated or

adapted.

What did the strategy document of the mid 90s tell of the nature of organizational position and
leadership? The future and the vision of the information society development were seen
through the establishment of a networking society, which included a fiduciary aspect that fur-
ther involved a moderately transparent composition for successful information industry. The
processes that were mentioned in underpinning these ideas included the utilization of tangible
technological resources, intangible human resources and supportive international
competitiveness. The presupposition that the private sector, in order to excel and provide a
lifeline for the salvation of the entire nation, has to be offered with special requirements that
only the public sector could fulfill, makes the first strategy rather unidimensional and delimited
by firm object-orientation. This could be interpreted as the ability of the public sector to ac-
quire power of all sorts in its name, even the mentioned power to give birth to the civil society,

or just merely a viewpoint from an isolated segment of administration.***

The institutional requirements necessitated by the open society, including the reflective abili-
ties of confronting the dynamism of the concurrent operational environment, can to some ex-
tent be measured through the category of leadership, as well in reference to the concepts of
dictation and adaptation. Awhile the ethos of the strategic basic mission was to impose a
grand reflection toward something that was seen as potential savior in the horizon, this transi-
tion also appeared to provide an interpretation of an implication of how to further the prerequi-
sites of an open information society. However, the strong object-orientation together with ra-
ther clear comprehensions of the future solutions, that would eventually develop into the res-
cuing remedy of the national economy, delimit the possibility of important but unknown
nuances of the dynamic environment. Yet it can also be argued that since the strategy was
formulated by the Ministry of Finance, its aim and objections will positively pinpoint in a specif-
ic direction without much variance, thus the strategy document lacked generalist ambience.
As away to sum up, the leadership established by the basic task in the information society
strategy of 1995 consisted of particularly controlled mechanisms toward promoting the open

networking society.

3 The development of the civil society was referred to in the Finnish information society strategy as a favorable

line of progress whose phase could be forced and bettered by public guidance. (Ministry of Finance 1995).
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The general notion of leadership in the strategy of 1995 suggests that the allocating of activi-
ties was made primarily according to the needs of the information industry, but not according
to effective internal performance by the public sector. Also, the strategy seemed more like a
directive guide for the use of the private sector whereas information technology was the om-
nipotent solution of empowerment of every need.”** The endorsement of the structural
change thus emphasized a narrow model of the realization of information society develop-
ment. In all, it can be interpreted that the document analyzed the evaluative category of lea-

dership, fulfilled only partly the segments that are included in the social enterprise model.?*

4.4.2.2. Exploitation of the occurred

The following three years marked an era of transformation, while considering the overall
process of executing the organizational basic tasks in the strategy document, in reference to
the evaluative category of leadership. The strategy of 1998 was not merely endorsing the ma-
turation of the foundations of the information society, but was now ready to exploit what had
emerged on the surface of its structures and operations. Now that the focus was on the indi-
vidual as the source and the resort of what would be implemented in the mechanism of the
information society, it gave a rather distinctive token of a possible transition of the paradigm

from a manner of dictation toward a mode of adaptation; from top-down to bottom-up.

The spirit of individualistic orientation that was advanced through the strategic vision ma-
naged to expand the board of members involved in the information society development pro-
jection. Now that the individual was a part of the fiduciary field, the directive influences did not
flow straight from the benefits of technological reasoning or the information industry. Strategic
leadership started to observe how the civil society operated and how it could be further ad-
vanced and exploited. Therefore, the strategy applied additional intangible resources and ob-

jectives and thus expanded the scope of social enterprise.

24 The primary policy definition that was specified in the Finnish information society strategy of 1995 empha-

sized the significance of technology in developing both the private and the public sector. (Ministry of Finance
1995). This notion of technology is rather vigorously criticized from both the contemporary field of industry and
commerce and from the more socially directed study of the information society. (Roivas 2009, Turkki 2009).

5 From the four segments, the strategy document answered mainly to the public sector and businesses. (Wes-
tall 2007, 4).
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The strategy of 1998 introduced a perspective of strategic leadership that measured up to the
definitions of what can be understood by the open information society paradigm. Firstly, the
individual was embraced as a subject that had, together with other individuals, produced a
web of accumulating social capital 7 the networking civil society. Secondly, the organization
model that could observe and exploit the emergent material on the surface of civic activity and
individual action could be described as more of a bottom-up model. It just might be that once
the responsible organizations had been replaced with the Finnish Innovation Fund, the transi-
tion had its stamp both on the structural and ideological conceptions spurred by the strategy.
However, it might as well be that the alterations in the operational environment allowed the

paradigm to differ abundantly.?*®

4.4.2.3. Sharing the responsibility

The final, and to date last, expression of the Finnish information society strategy formulated in
2006 shared a vision that distributed the role of the public organization ever extensively.
While it might have been noticed that the stabilizing of the national economy was required be-
fore the intangible assets of cultivating and exploiting social capital could be established
through the projection, i.e. turning the prevailing paradigm upside down and transposing the
foci of the information society altogether. This had also required a period of eight years before
the bottom-up experiment would provide clarified and detailed plans of utilizing individual ca-
pabilities in any practical manner. Since the vision that the leadership in the strategy of 2006
refers to, as welfare orientated as it might s
wellbeing was shared responsibility T no longer under the shear monopoly of the public sec-
tor. Thus, the document mediated a standpoint that offered the broadest scope of social en-

terprise to date.

Although the openness and the subjectivity were literally mentioned in the strategy docu-

217

ment,”*" assuring an extent of the overall ambiguity of the document, it was treated rather as

a rhetoric example which did not involve any direct processes, yet other strategic specifica-

The possible transition of the operational envirvonment
ernment to Paavo Lipponeno6s igoassert whynenmght hdve leengessiblettonae st r a't
tain such a crave change in the paradigm between the first two strategy documents.

"The information society strategy formulated in 2006 st
thereformedFinl and is the open societyéo (Prime Ministerdés Off
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tions did occur. Firstly, the mission & vision combination was for the first time formulated to

an extremely simple form,?'

thus enabling a variety of different statements, reasoning and
processes to be put underneath it. Secondly, since the yours truly part was signed by the PM,
thus enabling a rather direct linkage between the political sphere and the embodiments of the
strategic leadership, the risk of a broken phone effect in between the strategic leadership and
the political authority was to some extent diminished. Therefore, the strategy document was
not merely a made-to-order proposal, but a direct embodiment of the prevailing governmental

platform.

4.5. Feedback and transparency

The second field of organizational strategy analysis discusses the connections established
between the organizational interest groups and the specific strategic processes. To be able to
execute the following analytical examination, the strategic documents have been adjusted
through the details provided by the case and advanced through the overall methodology. Bas-
ically, the question considering the analysis is how the process linkages have been instituted
between the customers (citizen) and clients (taxpayers), and what kinds of contents do these

correlations contain??°

The analysis in this reference concentrates on feedback and communication, which in return
delivers information of the level of transparency in the organizational processes. Feedback
and transparency thus indicate the organizational connections that have been laid down with
outer sources, hence denoting the prerequisites of an open environment. In such an environ-
ment, administrative decision-making can extend its reasoning to other strategic processes,

such as providing governmental information freely.

Once again, the targeted reason of the analysis is the strategic content, which is tied with the
theoretical framework that in this instance is an attempt to provide descriptive information

about the characteristic shape of the case organization. More specifically, if the case of the

%8 The simplicity of a formulated strategic vision can be argued to indicate a gain in both preparing and evaluat-

ing a strategy. Since one of the provisions of a successful vision is that it has the ability to inspire and stimulate
its audience, it is counted as an advantage if it is not complicated in vain for needless complications. (Lindroos &
Lohivesi 2004).

9 The conceptions that are categorized to form a methodological framework in the analysis pay tribute to the
methodological triangular (mixed method) strategic model of analysis described in the earlier chapter.
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strategic development provides the information of a potential character of a top-down or a bot-

tom-up model of governance in strategies, a more universal definition can be acquired.

The theoretical framework suggests a rather distinctive governance model that includes
attributes both from an open and from a bottom-up model, which serves to a great extent as
the implication of the same entity. Therefore, the effects and implications that can be ana-
lyzed from this point of view provide information about the linkages that treat customers and
clients as subjects, making the connections between strategic processes and customer
processes reflective and dynamic, i.e. working in both directions. Again, in reference to the
overall composition, the claim in this context is that if a bottom-up model is manifested in be-
tween the different linkages amid the processes and clients, the conforming of the require-

ments of an open information society can be analyzed through the applied perspectives.

4.5.1. The strategy of 1995

The first stage of the Finnish information society strategies included the implications of
awareness of different interest groups. These groups involved categories of both the custom-
ers (citizen) and partners.??® Although the main focus was to provide important advantages for
the success in the globalized economy through supporting the lagging industry,??* the
processes that enabled a more widespread environment of possibilities through the prospects
served by the civil society were there too, though briefly mentioned and in a rather peculiar

causal context.???

The elements included in the section can be divided into different categories, while the view
on the individual and the aspects on internal processes are utilized. These components ap-
pear in the analysis as follows: the advancement of the individual and the civil society, the
equity in services and education and offering with requisites for employment and entrepre-
neurship activities.?”® Yet, although the governmental vision included a view that the strategy

was not all about the utilization of information technology, all processes connected with op-

220
221
222

Customers as citizens, taxpayers, and partners referred to as the operators in the information industry.
Ministry of Finance 1995.

The future expectations involved an outlook that saw the granting of the possibilities to offer services of the
information technology in normal everyday activities with ease and affordability. (Ministry of Finance 1995, 40).
223 Ministry of Finance 1995, 30, 40.
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erations on the customer section had frequent references with technological aspects and rea-

soning.**

However, the strategy of 1995 had its egalitarian connotations organized through processes
resembling the welfare state paradigm. Calculable toward this conception were such things as
the universal right for education; advanced through basic individual rights for equal opportuni-
ty and proficiency for making use of the information products and services produced by the
public sector.?”® Another suggestion by the Finnish information society, considering what
would be offered for the interest groups in reference to the private citizen, was openness. This
attribute was documented for the advancement of the development of the civilized state and
to further the abilities of how a single individual could operate.??® Although openness was the
applied classification used, it practically signified only the availability of governmental docu-
ments to public along with a simple feedback mechanism, coming to signify a rather mechani-

cal causality rather than opening another slot for individual societal rights.??’

4.5.2. The strategy of 1998

The second phase of the information society strategy projection involved a change toward an
ampler set of customer propositions than its predecessor. This time, as the individual had suf-
fused the centre of the section discussing the overall understanding about the interest groups,
the other categories inside the section confronted a metamorphosis. To categorize these im-
plications, a classification including the improvement of e-literacy,??® e-services®*®, and the

230 could be made.

advancement of abilities to interact in the civil society
The emphasis of this strategy was now toward a moderately uniformed approach to the over-
all theme in hand. This view differed rather extensively from the previous model, where the

basic mission was dictated through a more straightforwvard manner. The part of the review

24 Ministry of Finance 1995, 29-30, 40-41.

2% Again, this view was seen from a technological aspect, and more as a token of providing customers with
something they would have a hard time of getting by themselves. (Ministry of Finance 1995, 40).

2% Openness as a paradigm was specified under the first strategic policy definition that consisted of six different
concrete operational proposals. (Ministry of Finance 1995, 30).

221 Ministry of Finance 1995, 30.

28 5ITRA 1998, 13.

29 5ITRA 1998, 12.

%% |bid.
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underpinning these claims sees the strategy as a model of extensive diffusion, while the prin-
ciples, other than the ones that employ straight linkages between the mission and vision, are
mentioned as transmitted secondary principles. This feature is a primary indication of the stra-
tegic engagement to leadership and basic mission, which in turn provides a rather vague fo-

cus but, on the other hand, hints of strategic dissolution on secondary strategic attributes.

One of the key themes penetrating the strategic implications of the case is how the informa-
tion technology feature justifies the improvements designed for future organizational struc-
tures? This feature is clearly visible in the document.?*! Although new implications that no
longer rest too clearly on technological reasoning would emerge; the improvement of e-
services is argued to represent an operation that reflects with customers rather than providing
the customers with services directly or without too much of implemented reasoning.?*? Anoth-
er implication that points to the same reflective connection between the organization and in-
terest groups is a reference that understands the linkage as a field of organizational develop-
ment.?*® This justifies a clear view over organizational self-reflection, having been a rather va-
gue attribute in the previous document. The process is also stretched all the way to organiza-
tional administrative dynamics; another feature invisible in the former plan.?** Also, a view on
mixing the connections between the interest groups with the organization acting merely as a

realizer or a provider can be found, as well.%*®

The egalitarian assumptions in the document are not that visible in reference to the former
strategy document. Yet the skills and know-how of the people are furthermore seen as impor-
tant talents that would be of benefit if brought up a notch. Therefore, the measures and me-
thods of furthering the resources have a more reflective approach interconnected with the or-

ganizational and administrative improvement.?*® Furthermore, and in addition to the know-

#'5The networKks provide with abilities to improve the int
overnance. o0 (SITRA 1998, 14) .
“AThe attention in cons i-skwices hagto He foeused enthe heeds of thaindiviod u &1 . o
(SITRA 1998, 12).
% 0 T hpeerequisites of developing knowledge and know-how can be improved by renewing the operational
C ust o(BITRAA998, 13).
%4 The improvement of legislation and administration mentioned under the topic that describes Finland as the
forerunner among the international information society development projection. (SITRA 1998, 12).
25 A process which aims at mixing the implications found in the connections considering the different influences
of private citizen, an active civil society and multiple businesses is the open source movement. This implication
i2§6n|1§3tioned in reference to improve and develop e-services. (SITRA 1998, 13).
id.
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how that the organization is eager to transpose to its consumers and/or citizen, an implication
of the overall organizational paradigm shift can be located through the value proposition that
remarks the advancement of the abilities of the citizen in attaining societal influential oppor-
tunities in reflecting the organizational processes. This signal is promoted through a rather
balanced set of organizational internal processes, which includes both the improvement of
technology and the advancement of the governance and administration.?’

4.5.3. The strategy of 2006

While taking into account the strategy formulated in 2006, and as mentioned in earlier ac-
counts, the thematic general tone had transformed into a completely different temper. This
general tone can be interpreted as a hint of a comprehensive paradigm shift, yet it involved
the signals of the overall development process, as well. While considering the section where
the value propositions provided different interest groups with internal processes, it is not too
difficult a task to determine the strategic intrinsic formations. The value propositions for the
interest groups are made of diverse e-services and products and of the promise of a develop-
ing and renewable private sector.?®® Thus, the interest group portfolio consists again of the
usual suspects. These references point directly toward the scientific perspective of the analy-
sis, consisting of a view of the capabilities that enable individual endowment and shape public

organizations.

The visible linking processes in the course of considering the examination of the remarks of
the customer perspective has two very interesting linkages established in the internal
processes. The first is naturally the process that has the ability to fulfill the potential customer
value of providing e-services.>*® However, the second process begins with utilizing social in-
novations both in consumer services and products. This implication is mentioned in the stimu-
lus project developing in reference to the private sector, as well.?*° The internal process that

connects the dots between the customer value propositions and the inner processes is a pe-

%7 The developing of legislation and thus improving the democracy are mentioned together with tearing down

needles administrative red tape in attributing to advance the opportunities of citizens in the governance (SITRA
1998, 12).

®prime Ministeros Office 2006. 28.

f Pl ans are made

tomer value to distinct interest groups.o (lbid.)
0 The strategy included remarks that saw Finland as a nation that produces and develops social innovations.

(Prime Ministerds Office 2006. 33).

to provi de -litrary whichpisutddrovide withrdiffeventiatadtciso n
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netrative value chain that extends throughout the society. Hence, this phenomenon does not
limit itself simply to the omnipotent public process, e.g. to a department which designs and
enforces certain mentality. Moreover, this paradigm is broader than a single individual
process but it has clearly visible usability throughout the whole of the strategic scheme. The
thought the paradigm holds within signals the ability to exploit every bit of know-how and/or
knowledge, no matter what its inmost origin might be. Furthermore, this thought includes the
conception of utilizing knowledge that is not institutionalized, connected with the scheme of

improving the welfare and competitiveness.?*

45.4. Conclusions

The demands the theoretical framework casts upon the strategic outputs manifesting itself in
the case of the Finnish information society projection are implications that would suffice the
requirements of an organizational paradigm shift. This method would arrange the public orga-
nizational setup by turning the pyramid from a top-down to a bottom-up model. While this or-
ganizational structure image remains a rather over-simplified representation, and would in
some instances signify a rather vigorous example of a revolutionary paradigm shift; a different
case in point would be in order. Therefore, if we devise a portrayal describing a one-way
street swapping into a two-way route, this remark would withhold a more realistic imaginary
weight of evidence. Consequently, the final question is not of weighing revolutionary forces
that stem from the deepest elms of the nation or consisting of the cries of the everyday
people. Furthermore, it is rather more a method of governing the pool of interest group de-
mands with efficiency. This point of view thus considers the customer to be the judge of what
is best for his or her activities and operations. In governance and administration, represented
in this case by the Finnish model, these cravings have the ability to response with the admin-

istration when a service or a certain type of product is designed and blueprinted.

The Hayekian ideal of a free civilization, or when considering the archetype in this particular
instance i the open society i guarantees the free flowing quality of individual information for
other societal agents to perform better in their tasks and mutually improve the way that other

actors perform theirs.?*? The role of the government, administration or more specifically public

'prime Ministerds Office 2006. 3
%2 Hayek 1960.
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organization is thus to provide individual activities with eligible surroundings, a freedom em-
bracing framework that improves the free flow of information through education, legislation
and administration, only to name a few. This standpoint endorses the idea that individuals and
their actions are successful and valuable when the overlooking public entity values their crea-
tivity and spontaneity, and also accommodates the features in its principles in the general way

of doing things, e.g. conventions and institutions.

The Finnish information society projection has implications that could underpin attitudes from
both the bottom and the top. In its formation, and during the first steps taken in 1995, the go-
verning entity produced contemplations that championed clear and well-defined policy actions
that in the end did succeed in producing the results that assisted the society to unite with the
European union integration and simultaneously reinforced the surmounting from the crave
economic turmoil.?*® It can also be claimed that the overall state of the Finnish information so-
ciety, or the global information culture altogether, had not yet matured to a level that could
have led people to perform adequately from creating social innovations with the help of elabo-
rate and more advanced governance models. The first stage merely fulfilled the tasks that
were preferable on the agenda, e.g. started to create technological prerequisites for a more
advanced culture that would subsequently lead into an environment of creativity. This scheme
of activity would finally commit single individuals to strive for a greater national good in their

own individual means.

The second phase of the information society representation utilized a wider scope of under-
standing the society. This transition changed the common standpoint from an egalitarian posi-
tion, which turned the old vision resembling an emergency plan to an individual-centered ser-
vice presentation scheme. As it were, the first phase could be described as de facto problem
solver, while the second phase introduced a hint of a world representing a social enterprise,
albeit without the power of individual initiative or social innovation.?** However, in the latest
phase of the development (2006), the social enterprise model was finally added with the
theme of innovation, signifying the aspect of utilizing the individual endowment by producing

liable customer propositions.

43 Castells & Himanen 2002.
24 3ocial Enterprise (Westall 2007, 4).



69
Finally, inasmuch as the case of feedback and transparency considers the represented stra-
tegic reasoning and the theoretical framework, it is to be claimed that the tendency of an ad-
ministrative paradigm shift is noticeable through the tokens the documents reveal. The cate-
gories of feedback and transparency are capable of explaining fundamental cause and effect
relations that through the mixed method can deliver information on the internal dynamics of
the strategy, as well. Furthermore, it transfers the word of the linkages of the administrative
processes with the planned interest group value propositions and can thus be connected to

theoretical conceptions.

4.6. Innovations

The theoretical focus of the study describes competence that naturally manifests itself in indi-
vidual capabilities. These individual features, which help the individual in his or her pursuits in
the concurrent operational environment, can be described as creative abilities, which can be
utilized in problem solving and innovative act
ability to utilize his or her unigue knowledge and further synthesis and elaborate it with the
common pool of different data sources.?*® Through this definition, the creative feature ex-

plained by the theoretical approach receives its additional societal significance.

The task of the third and final part of the analysis is to provide certain nodal points to the case
under inspection, utilizing the theoretical framework in hand. The Hayekian axiom that has
been specified in earlier instances understands the value of knowledge stemming from indi-
vidual origins and treats it as transcendent power that dictates the course of a civilization, na-
tion and public organization. To utilize this form of decentralized knowledge through contem-
porary methodology, explained in theoretical assumptions, requires a novel mindset to be apt
to refer to the open innovation paradigm. This attitude transforms the former criterion of either
the private or the public sector research and development activities to a whole new chain of
events that fundamentally merges the abundant sources of knowledge. Moreover, the objec-
tive of this arrangement is to elaborate old means or to come up with completely new ones.
One of the manifestations of this paradigm is social innovation that enables single users or

customers to circle around a certain product or service. The purpose of this activity is to re-

5 This idea is closely referred to as the Hayekian standpoint of the free flowing data in societal environment,

which helps the single individuals and the whole of society, as well. (Hayek 1945, Hayek 1960).
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new the product to fit the purpose of the customers in a more optimal manner. This line of
thought can be utilized in a broader method by utilizing it in creating something completely

new through mass innovative processes.?*°

4.6.1. Innovations in strategic processes

In evaluating organizational efficiency, innovativeness is paramount to the overall success of
the organization and is closely related with how the organization is lead, how the strategy is
formulated and further conducted and how the processes and personnel are allocated and
utilized. The abilities and aptitudes for innovative activity are processes that reap inspiration
from the outer bounds of the organization. It can also be stated that the organization learns
from external sources, or as it has frequently been referred to, from the dynamic operational
environment. In reference to the theoretical framework of the study, the innovativeness is an
indicator which expresses the amount of transparency and reflectivity the organization is
capable of attaining in designing its processes. Other keywords that are supplied in this
instance are organizational openness, ability to learn from others, ability to compare activities
with others, ability to share and utilize the human capital of the organization and, finally,

providing bottom-up measures to free the flow of internal information.**’

In organizational management, the overall success is bound to the success the organization
exploits and provides. Simultaneously, it has to be capable of exploring new possibilities of
creating products or services, i.e. creating customer value. Thus, exploration (research &
development) forms a vital part of organizational activities if it aims to reflect the dynamics of
the operational environment and is hence more probable to flourish and to survive.?*® In
organizational structure, the innovation processes are the home base of the research and
development activities. This principal source enables the identification and the designing of
the process of developing new ideas. In a successful strategy, the process template requires

at least one innovation process for the overall strategy to be seen competent.?*°

24 prahalad & Krishnan 2008, Chesbrough 2006.

" The European Foundation for Quality Management (EFQM) 2003.
28 | indroos & Lohivesi 2004.

249 Kaplan & Norton 2004b.
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The Finnish information society projection manifesting itself in the strategic documentations
has its implications of the previously mentioned innovation processes. In this case, the
processes are manifold in nature and vary from terse institutionalized foundations to open and
decentralized formations. As far as the strategic framework is concerned, a set of innovative
implications and a scheme of thought promoting the argued success of these processes are
introduced. Furthermore, the implications derived from the documents are referred to and
compared with them as well.

4.6.2. The strategy of 1995

The Finnish information society strategy document of 1995 involved a process where
innovation was mentioned but not specified. The points that the process included were

heavily influenced by the dominant institutionalized academic field of research®®

, and were
aimed at establishing a number of research institutions that could manage and prove
themselves among international comparison. Another approach, loosely related to the
innovation processes, was dominated with public education. The scheme described a model
that was to be arranged in reference to information and networking technologies. Another set
of implications was defined when the discussion was focused on the renewability of both the
private and the public sector. In this occasion, in a broad front of consensus including the
representatives from industry, commerce and the public sector, the participants were to come
up with certain development plans.?®* Again, the common denominator of the process in hand
was connected with technology, which made the overall point rather understandable while

taking into account the immature nature of the overall strategic projection.??

Practically, the innovation processes were technologically-orientated without any specific
prescribings. This manner signaled of offloading the responsibility of exploration processes to
other instances. The pressure that was put onto the process, an altogether brief section of the

strategic document, was nonetheless great, thus the strategic mission indicated the

%0 The focus could be seen targeted towards technology and the overall answerability was with the profession-

als and academics. (Ministry of Finance 1995, 36).
251 Ministry of Finance 1995, 30.
252 Ministry of Finance 1995, 37-38.
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significance of the international competitive stance, which was also related to the research

and development activities.*?

4.6.3. The strategy of 1998

The Finnish information strategy of 1998 considered the innovation processes in rather a
direct relation with the overall thematic mission and vision. Thus, it was stated that in the
research and development activities, the focus was on the individual needs for a certain set of
public products and services. This statement served as overall reflection of the document,®*
while the previous strategy (the strategy of 1995) signaled a rather limited scope of research
and development liability, which shifted toward administrative departments along with industry
and commerce. Hence, three years later, the second strategy came to indicate a broader
notion of innovative liability.?>> Another sight that signified a more extensive approach was the

emphasis on international cooperation in R&D activities.>®

The attributes that differ from the previous strategic document signify a shift in the overall
scheme of thought. Although it might also be argued that the previous strategic document
merely served as another function of the overall projection, and thus cannot be interpreted as
an evaluative phase in strategic development in general. It is still clearly visible that the more
governed understanding about the research and development activities paved the way for a
much more open model. Still, as the utilization of the entire value chain was understood as
the optimal vehicle of a successful innovation process, and the individual centric view as the
dominant feature of the whole of the document, the features were not particularly intimately
connected. This feature matured in the following phase of the Finnish information society

strategy projection.

4.6.4. The strategy of 2006

The strategic document formulated in 2006 and reviewed as the third and final to date had

more substance and variance in its research and development processes than its

253 Ministry of Finance 1995, 36.

4 The research and development activities focused clearly on individual needs. (Sitra 1998, 12).

5 |n research, development and productization activities, the objective is to seek for wide cooperation enabling
the utilization of the value chain in its full length. (Ibid.)

2% SITRA 1998, 13.
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predecessors. The document expresses three processes: cooperation throughout the whole
length of the value chain, the establishment of the innovation preservation and methods of
social innovation.?®” The strategic objectives considering the innovative environment again
involved the processes that were mentioned in the subsequent strategic document of 1995
and 1998, e.g. the administrative guidance, cooperation in a broad collaboration between
sectors, and international aspects. The approach, which did not manifest itself before 2006,
consisted of the individual customer end of the value chain, aiming to connect research and

development activities with citizen activities, i.e. the movements of the civil society. Hence,

the strategy st at ed Neawheshndlogylahdoknowihgyv ate hievelogdd tin:

Finland, together with creating a product-, service-, and social innovation s2°%¢

Although the aspect of social innovations was not an essential process in the overall strategy,
it signaled a change that had become more visible and was utilized broadly both in the private
and public sector. The technological aspect was not a dominant overall feature, but it had
been replaced with a scheme of thought that saw innovation processes as exploiting ideas

and creativity, not exploiting networks, gadgets or technology.

4.6.5. Conclusions

The process of the overall Finnish information society strategy projection reviewed through an
aspect of innovation processes was an operation concentrating largely on information and
networking technology. The strategic process concentrated on different needs characteristic
of different operational environments. Firstly, the emergence of an overall strategy had well-
defined aims in underpinning a common SoOCIi

recovery from a deep economic turmoil.*°

The second strategy published in 1998, with its customer-oriented aspects, helped completing

the missing features of the first strategy. Since the time span between the first two strategies

2Py i me Mi nice2006, 2838,330f f

**prime Ministerds Office 2006, 33.

9 |t can be stated that the strategy managed to fulfill its objectives of producing supportive incentives and
simultaneously enabling the first ever information society movements in a larger societal scale. Hence, the first
strategy was a success for its ability to enable the information society projection to become the most advanced
model during the late 1990s. However, the rapidness of the lowering rank in this instance may have been a
result of this development as well.

et al
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was short (three years),?*°

they can be interpreted as being largely mutually completing
documents. However, the gap between the second and the third strategy turned out to be a
period of eight years, which particularly in information society development is a significantly
long time. Although the third and final document included references to a rather novel set of
innovative processes, e.g. the social innovation aspects, the overall interpretation is that the
novelties should have arrived earlier, also without too much of the specifications of what they

would involve as processes.

The Finnish information society strategy, treated as a dynamic trajectory and considering its
innovative processes, can be interpreted through Hayekian reasoning as a course of
advancement of merging the creative forces of society in a somewhat unresponsive manner.
The governmental action is in its introspective view seen as the assembling force of the whole
of the society, which smoothly connects both the private and the public domain. It also
provides the citizen with services and education that enable the use of these services. Thus,
the creative forces lie in the institutionalized academic world and their development is
frequently due to the amount of international interaction that is replicated. This finding is a
rather peculiar feature of the strategy, when considering the creative forces that have rather
strongly originated by Finland in the field of information technology development i the private
domain. The good and well-known examples of these aspects are of Linus Torvalds and the
Linux operating system and MySQL relational database management system?®!, both of
which are treated as international pioneers in their discipline. Although these systems have
together and separately been remarkable and even revolutionary manifestations of the
individual endowment and creativity in their field, their resonance has largely been pushed
aside in the strategic documents that tend to emphasize more how public organizations share
responsibility in certain aspects, or blatantly, producing services entirely unnecessary. In this
way, the strategic projections can be seen as the development documents of the

administration, not as the development plan of the overall social enterprise.

Although the third and final step of the Finnish information society projection had its

implications of individual and social creativity taken into account of the overall innovative

260 According to Lindroos & Lohivesi, the more common lifespan of a public strategy is around five years. (Lin-

droos & Lohivesi 2004).
*1 The MySQL relational database system, partly a Finnish innovation, is considered to be the most popular
open source database management system in the world. (Schumacher & Lentz, 28.4.2010).
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process, the distinctive tone of the entire process informed of a rather one-sided
understanding about the creative capabilities a nation could implement or retain in its

processes.

5. DISCUSSION
5.1. Key-findings

This final and concluding chapter summons up the key findings derived from the case, ana-
lyzed through the theoretical framework founded on the thoughts of F.A. Hayek. The theoreti-
cal substructure was further extended toward the schemes of contemporary information so-
ciety and further categorized by the mixed triangulation method. The main purpose of the
study was to structure a theoretical entity that would wield individual creativity in a social envi-
ronment where the public sector also has its arrangements. Furthermore, the basic research
guestions contested the notion of Hayekian ideals of the liberal open sphere that included

epistemological, organizational, theoretical, and creative aspects.

The theme of individual creativity, in the informati on soci etyds context,
through the view of social enterprise. The premier research thesis involved specific organiza-
tional structures, including features of transparency, openness and individual-oriented ap-
proaches. Contemporary examples were provided to extend the Hayekian reasoning®®? with
its more present-day phenomena, such as open innovation processes and new public man-

agement doctrine.

The main finding, derived from the case of the Finnish information society projection, consi-
dered and treated the strategic process as an entity with certain characteristic features, and
particular distinctions, as well. According to the analysis, it can be claimed that the Finnish
model of information society is guided by and large by technology. Unfortunately, this tenden-
cy is apt to come about in the expense of the surplus value that has emerged with the help of
technology. The values other than the technological ones are usually referred to the intangi-

ble, emergent and vibrant activity representing in our contemporary operational environment.

2 | would like credit the Ludwig von Mises Institutei Europe as the single most influential source of inspiration

considering the Hayekian understanding of contemporary phenomenon and the importance of the Austrian
school of ec on o misadynamicopdratiotha gndrenment. e r
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This activity resembles the Hayekian conception of the creative operations in a free societal
sphere to a surprisingly great extent, which remains a social aspect rather than a technologi-

cal one.

The Hayekian axiom rendered in the general theoretical framework indicates the significance
of knowledge originating from sources other than institutionalized forms or public domain.
Together with the contemporary understanding about the open innovation paradigm, this
theoretical induction can be merged with organizational innovative processes that enable
individual intellect and know-how. This process can be treated as a chain that in return adds
value onto the overall process. This, as it has been previously addressed to, is a method that
is largely enabled through the contemporary operational environment, and especially in the
private domain, where many businesses converge the surroundings for social and open
innovative projections with the atypical procedures of pricing and offering products and
services. This finding summons up the general notion of what is understood by the broader

operational environment or the social enterprise.

Also, the organizational setups, which the case strategies involved, seem to have been de-
veloping into the direction that the New Public Management doctrine with its Hayekian rea-
soning had in mind. Therefore, the general societal aspect with individual creativity as the
premier influential value in leadership, transparency and innovations became more and more

evident as the strategic projection evolved.

The Finnish information society strategy projection of 19951 2006 embodies an image of two
different worlds, thus it can be claimed that while the public sector fulfills its basic mission, the
utilized strategic processes are not influenced by the private dominion diversion. However,
while the private and the public sector have been closing the gaps in between common prin-
ciples and practices, the information society would thus benefit from entailing all the best
practices across the board. Thus, the technology-oriented bias in information society, as a
knowledge-based society, remains a distant end.
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5.2. Suggestions

We live in a digital environment as digital citizens, customers and individuals. Our offices
have the possibility to be paperless, our correspondence is digital and our means of transac-
tion are merely digits in cloud computing interfaces. Hence, it can be claimed that a large part
of our social, working and individual life lies no further away than our pockets i we are con-
nected and we are networked, moreover, we continue to live our social lives through novel
methods. Awhile these particulars are taken into account; we are inclined to continuously al-
ter our perception of the prevailing attributes that surround us. The private sphere has already
created the circumstances that enable the distinctions of the concurrent variations; customers
co-create products with the manufacturer to attain more value, thus advancing the customer
contentment.?®® This should be acknowledged by the public sector as well. Thus, the know-

ledge and know-how of individuals would be brought up into the customer processes as well.

However, the situation is not as dismal as it might seem. Public pilot-like projects that aspire
to attain customer initiative have been introduced from time to time.?®* Nonetheless, it can al-
so be suggested that the amount and variety of the means in our hands are not sufficient; the
projects tend to have limited continuity and a traditional feedback mechanism just does not
provide enough transparency i a feature that the public dominion has come to suffer from at
present-times. The first proposition of advancing public transparency would be to open up and
give the broadest access possible to public governmental and administrative information.?®®
This would require a sophisticated interface with intelligent search engines and a complete
change of administrative culture both in fiduciary arrangements and organizational operations.
The surplus material that would excess whereas the interface would adhere the public sector
and the civil society would be enormous, thus the probabilities to produce more value in pub-

lic processes would attain far better prospects.

Despite that, every process produced by public organizations would not be suitable for enabl-

ing more transparency; it could be advantageous to enable it for some. The public domain

23 The feedback mechanism that the traditional business models have included has been successful in diversi-

fying the abilities of the individuals by transferring into co-creative standards. This means that the customers or
the users of a certain organization are provided with interfaces that they themselves can personalize, i.e. the
Google product family. (Prahalad & Krishnan 2008).

2%% Turkki 2009.

%% The Finnish Consulting Group 2009.
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would better perform its basic mission if it provided an interface for the citizen to participate in
thelawgi ving procedures, for exampl e. The critic
box of infinite individual incentives, slowing down the processes and making an altogether in-
effective system can realize themselves if the processes are not designed properly.?®® Open
innovation and co-creating are effective while they are coordinated properly. Thus, intangible
value requires more than just a reference in strategic documentation; it is a chain of carefully

controlled social environment that insists on the full enablement of social enterprise prowess.

5.3. Further Research

While this study has been a rather loose commentary on the contemporary appearances of
the utilization of certain social phenomena in public sector references, its biggest deficiency
lies in the potential descriptions given to such occurrences. As a substantial amount of current
research is done in the name of discovering the equivalences of a multitude of individual inter-
faces that direct individual and group activity across sectoral bounds, it would thus be of great
importance to conduct such an examination in a Finnish context. However, as this study
shows, the information society projection involves a rather distinct undertone of technological
determinism, which does not inspire scholars of social sciences to enter into this field of re-
search. In addition, the recent national failures in the public e-service production might have
had a negative impact on the interest of the whole field; hence any hints of success have for

long been hidden.

An apparent field of research in reference to the strategic processes introduced in this study
would be a specific analysis of the successful means of social applications in activating indi-
viduals as digital citizens. The question would then consist of the possible approaches in pub-
lic organizations toward the routines that have emerged from the private domain. Regarding
this thematic section, the potential and constructive findings would consist of the examples of
direct implementation of private initiative as finalized products to public processes. A rather
substantial example of this activity would be the process of imposing public operation on situ-

ations where people are naturally operative, e.g. Facebook, Linked-In and Twitter.

266 | eadbeater 2009, 115-119.
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