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The purpose of this thesis is to develop a framework for using citizen participation as a sys-

tematic development tool in renewing public services.

The structure of the thesis consists of an introduction, theoretical framework, presentation of
the three case organizations and their cases, research methodology, collection and analysis of
the empirical data, empirical results, and conclusions. The theoretical framework includes
concepts that are related to service development such as open innovation, participation, ser-

vice design, and change management.

The empirical part of the thesis consists of three case descriptions in the city of Oulu and city
of Kajaani, and in the Kainuu region from the period 2013-2014. The research is carried out as
participatory action research and is conducted through a service design process. The main
empirical data collection methods are service design methods such as design probes, inter-
viewing, design workshops, customer journey maps, profiles, empathy maps, business model
canvases, participatory budgeting, and prototypes. The empirical data are analyzed through

content analysis and pattern-matching logic.

The thesis contributes to the service design and innovation literature by proposing a frame-
work for using citizen participation as a systematic development tool in renewing public ser-
vices. The framework integrates into a single model the special characteristics of service de-
sign and innovation processes, open innovation, participation, decision-making, and change

management.

Key words: service innovation, open innovation, service design, citizen participation, co-

creation, public sector
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Lopputyon tavoitteena on luoda kuntalaisia osallistava jasennelty malli julkisten palvelujen

uudistamiseen.

Lopputydn rakenne muodostuu johdannosta, teoreettisesta osasta, kolmen kohdeorganisaa-
tion ja niiden kohdetapausten esittelysta, empiirisen aineiston keruusta, analyysistéd, tuloksis-
ta ja johtopaatoksista. Teoreettinen viitekehys sisaltad kasittaa palvelujen kehittamiseen liit-
tyvid kasitteitd kuten avoin innovaatiotoiminta, osallisuus, palvelumuotoilu ja muutosjohta-

minen.

Tyén empiirinen osa koostuu kolmesta tapaustutkimuksesta Oulussa, Kajaanissa ja Kainuun
alueella vuosina 2013-2014. Tutkimus toteutetaan osallistuvana toimintatutkimuksena hyo-
dyntaen palvelumuotoilun prosessia. Empiirinen aineisto on koottu paaosin palvelumuotoilun
menetelmin kuten fokusryhmat, muotoiluluotain, haastattelut, ty6pajat, palvelupolku, per-
soonat, empatiakartta, business model canvas, osallistuva budjetointi ja prototyypit. Empiiri-

nen aineisto analysoidaan sisaltdanalyysina kolmen teorian avulla.

Lopputy6 taydentda palvelumuotoilu- ja innovaatiokirjallisuutta uudella kuntalaisia julkisten
palvelujen uudistamiseen osallistavalla mallilla. Malli yhdistda toisiinsa palvelumuotoilun ja
innovaatiotoiminnan prosessien, avoimen innovaatiotoiminnan, osallisuuden, paatoksenteon

sekd muutosjohtamisen erityispiirteet.

Key words: palveluinnovaatiot, avoin innovaatio, palvelumuotoilu, osallisuus, yhteiskehit-

taminen, julkinen sektori
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Introduction

1.1 Innovations in the public sector

Social and healthcare services are the largest local government function and a central part of
the Finnish system of welfare services. Local authorities are responsible for performing the
social and healthcare services by law. They may provide the services either alone or with
other organizations or private sector providers. In recent years, the sustainability gap in Finn-
ish general government finances as well as changes in the population structure are creating

pressure for reform in service structures and organizational practices (Kuntaliitto 2014).

Innovations are usually examined from the perspective of the private sector and regional de-
velopment, excluding service restructuring in the public sector. Also, innovation researchers
tend to come from the fields of economics, engineering, and geography (Fagerberg 2005, 2-
4); only three percent of the researchers have a background in political science or manage-
ment (Fagerberg & Verspagen 2009, 229). Traditionally, innovation activities have been
viewed in economic terms as the allocation of resources to innovation, while scholars have
consigned the innovation process itself to a “black box,” as Fagerberg (2005, 2-4) notes. Yet,
innovation activities often aim at social goals that cover a wider area than simply economic
development, the objective being to improve the quality of life and well-being of citizens
(Sotarauta 2009, 18).

Innovation can be classified into different types. Schumpeter (Fagerberg 2005, 6) distin-
guished as early as the 1930s five different types of innovation focusing on the role of innova-
tion in economic and social change. These types were innovations as new products, new
methods of production, new sources of supply, the exploitation of new markets, and new

ways to organize business.

Schumpeter (Fagerberg 2005, 7-8) also classified innovations according to how radical they
are compared to the current state. Continuous marginal improvements of the product or
technology are incremental innovations, whereas totally new products (such as the automo-

bile or the airplane) or technological revolutions are radical discontinuous innovations.

The public sector is continuously restructuring administration and services even though these
development measures or reforms have not been traditionally labeled, or studied, as innova-
tions (Hennala, Linna & Pekkarinen 2008; Windrum 2008, 3). These reforms have instead been

called New Public Management, Administrative Reforms, or Citizen-Centered Governance.



Some international scholars argue that the joint consequences of these changes are creating a
global public governance revolution because they distribute innovative ideas, best practices,
and innovative culture to the public sector (Kettl 2005 according to Borins 2008, 3). The im-
pact of New Public Management is especially referred to as an inspiration to changes that
have transformed public sector innovations (Hall & Holt 2008, 21; Windrum 2008, 15). Accord-
ing to Mulgan (2007, 6), public sector innovations can include new services (service innova-
tions), new ways of organizing services (such as Public-Private Partnerships), or new ways of
distributing or communicating about services (such as ministerial blogs and e-voting). Further,
Mulgan (2007, 6) defines radical innovations in the public sector as a systemic change, such as
the creation of a national health service or a move to a low-carbon economy. Windrum (2008,
8-10) follows the same taxonomy, adding conceptual innovation (such as a minimalist state)
and policy innovation (the transition to market economies by Eastern European countries).
Osborne and Brown (2005, 4) do not recognize incremental innovations at all; they see them
as gradual changes to existing services. Innovations introduce new elements into public ser-
vices in the form of new knowledge, a new organization, or new management skills. Innova-

tions always represent a discontinuity with the past.

Innovation in the public sector is a relatively new area of research and has been pursued in-
ternationally since the turn of the millennium (Moore & Hartley 2008, 4; Nelson 2008, xi;
Windrum 2008, 3; Jappinen 2011a, 16-17). The latest Finnish innovation research in the local
government sector has been focused in the public sector in general (Hennala, Linna & Pek-
karinen 2008; Hyvonen & Valovirta 2009; Jappinen 2009; Lovio & Kivisaari 2010) or on innova-
tions from the perspective of governance (Anttiroiko 2009), services and governance (Hama-
lainen 2005; Kivisaari & Saranummi 2006; Taipale & Hamalainen 2007; Saari 2006; Hautamaki
2008), innovation processes (Miettinen and Koivisto 2009), management (Apilo, Taskinen &
Salkari 2007; Oikarinen, Hennala & Linna 2008; Jappinen 2009; Sotarauta 2009), and public
procurement (Kostiainen 2007; Rilla &Saari 2007). This thesis describes service innovations
and citizen participation as a tool to renew services in the public sector. Case examples of

the research are from the social and healthcare sector.



1.2 The objective of the thesis

The purpose of this thesis is to develop a framework for using citizen participation as a sys-

tematic development tool in renewing public services.

The research question is:

- How can social and healthcare services be renewed with citizen participation?

The sub-research questions are:
- How can service design tools and processes be used in public service development?
- How can service design processes be connected to the decision-making process?

- What are the benefits of citizen participation for change management?

1.3 Motivation for the thesis

The personal motivation behind this thesis comes from the author’s work in the Association of
Finnish Local and Regional Authorities as an innovation adviser and her earlier studies and
articles about citizens’ participation in the public sector (Jappinen 2011b, 2014). The Associa-
tion of Finnish Local and Regional Authorities supports municipalities in their efforts to im-
prove the productivity and effectiveness of the service system, make the system more user-
friendly and develop operations that promote general health and well-being (Kuntaliitto
2014).

This thesis continues from the conclusion of the author’s doctoral thesis (Jappinen 2011a)
that there are two channels through which citizens can participate in public service reform:
the traditional way of participating in decision-making on services through representative or
direct democracy and a new, more innovative way where citizens participate in the planning
and development of service provision through user-driven innovation activities. This ideal

model of combining these two processes is presented in sub-section 2.2.3.

1.4  Structure of the thesis

The structure of this thesis is as follows. The introduction describes the context—innovation
in the public sector in general. The theoretical part first identifies the special characteristics
of open innovation and participation both in the private and public sectors. Then, it identifies
the phases of service design and innovation processes, and because change and innovation are

overlapping phenomena, it identifies the elements of change management.



The empirical part consists of three case studies testing and developing participatory service
design and innovation processes based on the above literature analysis. The research is car-
ried out as participatory action research and is conducted through a service design process.
The main empirical data collection methods are service design tools such as design probes,
interviewing, design workshops, customer journey maps, profiles, empathy maps, business
model canvases, participatory budgeting, and prototypes. The empirical data are analyzed

through content analysis and pattern-matching logic.

The last part, based on these theoretical and empirical findings, proposes a framework for
using citizen participation as a systematic development tool in renewing public services. The
framework integrates into a single model the special characteristics of service design and in-
novation processes, open innovation, participation, decision-making, and change manage-
ment.

1.5 Research philosophy, theory, methods, and tools

Researchers’ orientation to their research subject is shaped by their ontological and episte-
mological position. Ontology reflects the researcher’s view about the nature of the world,
and these views are socially constructed and particular for a given culture and time. Re-
searchers’ epistemological position reflects their view of what they can know about the world
and how they know it—for example, what is studied, how it is studied, and the status the re-
searcher gives to their findings. Literally an epistemology is a theory of knowledge (March &
Furlong 2002, 17-19, 21). In this research, the author’s background comes from administrative
and local governance studies. Local governance studies have three special characteristics—
multidisciplinary, practical, and applied research—and they focus on municipal management,

for example, how decisions of public services are made and implemented.

The research approach also reflects different philosophical backgrounds and methods. The
methods are conventionally divided into quantitative and qualitative methods; Mayoux (2006,
115-117) divides the methods into three categories: quantitative, qualitative, and participa-
tory methods. These approaches have different disciplinary origins and have developed dif-
ferent tools. Quantitative methods derive from experimental and statistical methods in natu-
ral science. Qualitative methods have their origins in the humanities: sociology, anthropology,
geography, and history. Participatory methods have their origins in development activism:

non-governmental organizations and social movements.

Desai and Potter (2006, 6-8) describe the different philosophical backgrounds of political,
economic, social, cultural, ethical, and moral goals that different development agendas from

different time periods reflect as well as the main methods of collecting data in those periods.



According to them, the earliest approach, before 1950s, was empiristic, and researchers were
looking back and collecting historical facts from the field through surveys or from national
censuses. After this historical approach and empirism in the 1950s and 1960s came the classi-
cal-traditional approach with logical positivism. In that period, researches were trying to ob-
serve modernity scientifically, test hypotheses, and collect empirical data using question-
naires and interviews. In the 1960s and 1980s came two more approaches. In the radical polit-
ical and economy-dependency approaches such as structuralism, researches wanted to collect
data from international agencies and literature reviews. In the 1980s came alternative ap-
proaches such as humanism, which stressed the importance of individual thinking and em-
powering of the voices of different groups. Data collecting methods in this period included
interviews, focus groups, ethnographic approaches, participant observation, case studies, and
diaries. Today’s era in development research is associated with post-structuralism and post-
modernism according to Desai and Potter (2006, 8), and researches need to be aware of this
wide variety of different philosophical approaches and associated epistemologies while con-

ducting their research.

Historical approaches Field surveys

(pre-1950s onwards) Inventories
Census data

Data from government ministries

Classical-traditional approaches
(mainly 1950s/1960s)

Questionnaires
Interviews

GIS

Remote sensing
Archives

Radical political economy-
dependency approaches (1960s
onwards)

Literature reviews
Indigenous literature
Data from international agencies

Film, images, and photography

Alternative and another devel-
opment (1980s onwards)

Ethnographic approaches
Participatory observation
Participatory research methods
Focus groups

Diaries and case studies

Table 1. The broad association between the philosophies of science, paradigms of develop-
ment, and various methods of collecting data (Desai & Potter 2006, 7).




The approach in this research is humanism, which stresses the importance of individual think-
ing and empowering the voices of different groups. Research methods and data collection
methods in this research consist, for example, of interviews, focus groups, diaries, and case

studies.

1.5.1 Participatory action research

The research is carried out as participatory action research. Action research has its origins in
the work of Kurt Lewin in the 1940s (Costello 2003, 7). Action research has the four following
characteristics (Denscombe 1998, 57-58; Costello 2003, 6):

- It is practical.

- It focuses on change.

- The involvement happens in a cyclical process.
- It is concerned with participation.

Carr and Kemmis (1986, 184-186) describe action research as a self-reflective spiral of cycles
of planning, acting, observing, reflecting and then, again, planning. In the first phase, plan-
ning, researchers and participants together are creating the research problem and a common
understanding of the current state of the research area. The second phase, acting, consists of
piloting with different development methods. The third phase, observing, consists of data
collection, for example by interviewing and observing and analyzing and reporting the data to
the participants. The fourth phase, reflecting, consists of evaluating the results and reflecting

on them against the theory. Then, the spiral starts again with the planning the process.

Figure 1: Action research as a self-reflective spiral of cycles of planning, acting, observing,

reflecting and then again planning. (Adopted from Carr & Kemmis 1986, 186)

This spiral model demonstrates the dialectical quality of action research. The spiral model
also refers to its double dialectical quality because this dialect is both individual (a research-

er) and social (a collaborating group) action. The action research process is also a project




aiming at a transformation of individual and collective practices and therefore becomes a
program of reform. This transformation happens by learning because action research aims at
the systematic development of knowledge in a community. Carr and Kemmis (1986, 192) de-
scribe action research also as “a deliberate process for emancipating practitioners from often

unseen constraints of assumptions, habit, precedent, coercion and ideology.”

Kemmis and McTaggart (1988, 1; Kemmis 2008, 121) defines action research as: “a form of
collective self-reflective enquiry undertaken by participants in social situations in order to
improve the rationality and justice of their own social or educational practices, as well as
their understanding of these practices, and the situations in which these practices are carried

out.”

According to Kemmis (2008, 122), this definition emphasizes that the research should be un-
dertaken by participants collectively in researching their own situations, self-reflecting, and
then committing to social change. Recent thinking about action research emphasizes the so-
cial aspect. Kemmis refers to Habermas’s (1987a, 1987b, 1996) analysis of social life in late
modernity where organizations and institutions are interacting with one another. Discourse
theory recognizes the various kinds of open spheres and communicative spaces of public dis-
cussion aimed at a greater understanding and transformation of social life, especially in cri-
ses. According to Kemmis (2008, 123), action research itself needs to change from transform-
ing self-regulating individuals and organizations, to interaction between individuals and or-

ganizations to “a process of facilitating public discourse in public spheres.”

MclIntyre (2008, 1) defines action research as participatory action research when the four fol-

lowing conditions are met:

- A collective commitment to investigate an issue or a problem

- A desire to engage in self- and collective reflection to gain clarity about the issue un-
der investigation

- A joint decision to engage in individual and/or a collective action that leads to a solu-
tion that benefits the people involved

- The building of alliances between researches and participants in the planning, imple-

mentation, and dissemination of the research process.

1.5.2 Action research in healthcare

Action research is increasingly used in various community and institutional healthcare settings
(Hughes 2008, 390). One of the reasons for its popularity is the need of multiple perspectives,
repeated observations, and systematic feedback in situations that may change in unpredicted

ways. According to Hughes (2008, 390), action research’s iterative cycles of action and reflec-



tion provide a robust model to increase our understanding of complex situations. Action re-
search processes can also be used to monitor and improve the quality of health services
(Jackson 2004 in Hughes 2008, 390) because action research cycles have much in common
with cycles of continuous quality improvement in Australia, Canada, the UK, the USA, and
several other countries. According to Waterman, Tillen, Dickson, and de Koning (2001; Hughes
2008, 390) action research describes, interprets, and explains social situations while execut-
ing a change intervention aimed at improvement and involvement. Their systematic review of
59 action research studies shows that action research is useful for developing innovation, im-
proving healthcare, developing knowledge, and involving users and staff. Waterman et al.

(2001; Hughes 2008, 391) have also listed the key benefits and barriers to action research:

Key benefits:

- Commitment
- Talking/supportive culture

- Management support

Key barriers:

- Lack of time, energy, and resources
- Lack of multidisciplinary work

- Reluctance to change

- Unstable workforce

- Lack of talking/supportive culture

Waterman et al. (2001; Hughes 2008, 391) recommend action research to:

- Innovate, for example to develop new services

- Improve healthcare, for example monitor interventions

- Develop understanding in practitioners and other service providers, for example pro-
moting informed decision-making such as evidence-based practice

- Involving users and healthcare staff, for example investigating and improving situa-

tions with poor uptake preventive services

Hughes (2008, 391) recommends well-designed and well-implemented action research for tru-
ly complex situations or when it is not possible to control the many variables in healthcare
situations.



1.5.3 Critical comments about participatory action research

Twenty years later (2008) Kemmis has, after his article about “Participatory Action Research”
together with McTaggart (1988), written about “Critical Theory and Participatory Action Re-
search.” In this article, he writes a new definition of participatory action research as critical
participatory action research and points out at the same time how participatory action re-
search should be developed. Kemmis presents the following critical comments (2008, 135-
136):

- Participatory action research should be collectively undertaken by participants in a
social practice to achieve historical self-consciousness through collective deliberation
and collective self-understanding

- As a process where they reflect critically and self-critically on their existing practices
and historically formed understandings

- By opening communicative space for reflection and mutual understanding, and to
reach shared insights and decisions what to do

- By intervening their collective history through investigating their shared reality in or-
der to transform it

- With the practical aim of acting right with emancipatory aims.

This research is carried out as participatory action research taking into consideration these

critical comments of Stephen Kemmis, one of its original developers.
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2  Theoretical background

This thesis has its theoretical background in three perspectives: open innovation, service de-
sign, and change management. This chapter also presents the other key concepts related to

service development, such as service innovation, participation, and co-creation.

Citizen
participation

Figure 2: Theoretical background of the thesis.
2.1  Open innovation and participation

The recent debate on innovation has brought to the fore the openness of innovations and the
increased role of service users and networking. These concepts are brought together in the
term “open innovation” promoted by Chesbrough (2003), which refers to network-based inno-
vation, and the term “user-driven innovation” introduced by von Hippel (1988). Von Hippel
has written about users’ significant role as a source of innovation in manufacturing firms since
the 1970s. He first used the concept of a lead user in 1986 and wrote a book about user-
driven innovation in firms in 1988. In 2005, he described the role of a service user as a service
developer as part of the democratization of innovation (von Hippel 2005, 22, 1).
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Chesbrough’s newest (2011, 17-18) framework of open services innovation consists of four
concepts that spur innovation and growth. These concepts are: Think of your business as a
service business; Innovators must co-create with customers; Open innovation accelerates and
deepens services innovation; and Business models are transformed by services innovation.

Next, all of these four concepts are briefly presented.

Chesbrough (2011, 31-36) opens his concept from a product-focused company’s point of view
as a new way to achieve and sustain differentiation and competitive advantage. Change can’t
be achieved anymore with the traditional product-based model, where most decisions con-
cerning product development are made by the cost center and the product-based view. In
Chesbrough’s open service innovation logic, services are profit-making activities and are used
to differentiate the company. In this model, customer buys value and utility instead of a
product. There is also a need for a new type of value chain, an open service value chain, with
a series of ongoing interactions with the customer in order to give different alternatives to
different customers. In the center of this service-driven model are open innovation and ser-
vices, and people in the customer interface are as important as the product people for the

future leadership of the company.

In order to customize their services companies need new organizational structures instead of
the traditional operational units organized along the product, brand, and geographical lines.
One new way that Chesbrough (2011, 19-20) mentions is that a company splits itself into cus-
tomer-facing front-end units that are linked to standardized back-end processes. In this mod-
el, the front-end units deliver customized solutions for individual clients, and back-end units

focus on minimizing the costs.

Chesbrough (2011, 53-54) points out that the change in the role of the customers is the sec-
ond aspect advancing innovation and competitive advances in services. Instead of giving the
customers a passive role at the end of the value chain, they should be involved in the innova-
tion and even in the co-creation and co-production of new services. In the product-based
world of standardization, customers get cost-effective common solutions. In the service-based

economy, they should get customized solutions matching their needs.

Obtaining customers’ tacit knowledge to improve services is the reason why companies should
co-create with their customers. The sharing of tacit knowledge requires repeated interaction
as well as early and deep involvement between customers and suppliers throughout the inno-
vation process. According to Chesbrough (2011, 22-23), this is another part of a company’s
strategic management model that needs to change in ways that enable customers to join in

the innovation process.
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Chesbrough (2011, 23) advises companies to extend their innovation activities outside of their
own organization to open markets. He also points out how open innovation reduces the cost
of innovation, helps to share the risks, and accelerates the time required to deliver the inno-
vation to the market. The basic definition of the open innovation business model is that com-
panies use both internal and external sources of knowledge to create, produce, and deliver

new services to market.

In order to get all the advantages of the open innovation model, the business model of the
company also needs to be redesigned. Service innovation changes the business model in many
ways: it changes the distribution channels, the interaction with customers, value chains, gross
margins, and cash requirements. There are different kinds of tools that help in changing the
business model. Chesbrough (2011, 96-101) mentions, for example, Osterwalder’s and IBM’s
mapping tools in helping to describe a company’s current business model and the possible
alternatives, Thomke’s experimentation model and the cost of conducting the test concept,

and simply following what start-ups do in terms of future insights.

Chesbrough (2011, 101-102) points out that implementing the new service business model and
using the right tools to do it are not enough; the change process must also be led. The one
who leads the process should have the responsibility and the authority to it. Finding the nec-

essary leadership to innovate and change business models is crucial.

All these concepts together point to the way companies can prosper in the service-economy
of the 21° century and create new value for their customers and growth and profitability for
themselves (Chesbrough 2011, 111).

In the public sector, terms such as participation, citizens, and local residents are used instead
of open innovation terms such as user-driveness, service users, and the more commercial
term a “customer.” This research uses all of these terms depending of the theory and the

context.
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2.1.1 Traditional way to participate in decision-making in public services

There are two channels through which citizens can participate in public service reform: the
traditional way of participating in decision-making regarding services through representative
or direct democracy, and a new, more innovative way where citizens participate in the plan-
ning and development of service provision through user-driven innovation activities (Jappinen

2011b; Jappinen 2014). These following two sub-sections present both participation ways.

The Finnish Constitution (731/1999) and the Local Government Act (365/1995) lay down pro-
visions on public participation and influence. In Finland, the objectives of the government
programs from 1995-2003 enhanced public participation and influence, welfare and openness,
and publicity of governance. The Ministry of the Interior set up the citizen participation pro-
gram in order to increase direct participation as a way to complement representative democ-
racy. The report on the increase in direct participation, drafted in 2002, groups the forms of
participation into four categories, which are participation through information, participation
through planning, participation through decision-making, and participation through direct ac-
tivities (Direct participation 2002, 3-4).

Initial  Preparatory Decision making Implementation

Figure 3: Four phases of the decision-making process in the public sector.

In the first phase, initial, participation through information refers to citizens’ right to receive
and produce information. The forms of this type participation are, for example, communica-
tion to, and consultation of, citizens by the municipality, responding to queries, and service
commitments. In the second phase, preparatory, participation through planning refers to the
interaction between the municipal organization and local people in issues related to planning.
It takes place on a deeper level than participation through information; examples include
community planning and city forums. The third phase, participation through decision-making
means that citizens participate in decision-making on service provision or on issues concern-
ing their own neighborhoods. The forms of participation through decision-making include, for

example, neighborhood committees that are chosen by the citizens and have been
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delegated decision-making power from the city council. In the last phase, implementation,
participation through direct activities refers to citizens’ own activities in their living environ-
ment, or environmental regeneration and maintenance and service provision carried out as

voluntary work (Direct participation 2002, 4-5).

Participation in decision-making has evolved considerably over the past decades. A total of 86
percent of all Finns had used at least one of these forms of participation (Sjoblom 2006, 246-
249). According to the report, direct participation is user-democracy when the local council
has delegated decision-making power to services users, for example, to the members of
neighborhood committees. Only 10 percent of the existing 63 intra-municipal organs in Fin-
land have any effective competence or decision-making power. The other organs can be char-
acterized as forums for dialogue between the municipality and its citizens without any con-

nection to service planning, development, or decision-making (Pihlaja & Sandvik 2012).

2.1.2 A new way to participate in public service co-design and co-production

The first decade of the 2000s saw the introduction of the concept of user-drivenness in inter-
national and Finnish innovation policy. According to Prahalad and Ramaswamy (2004, 6-7),
the change of customer and client roles from a passive buyer to that of an active player took
place at the turn of the millennium. In Prahalad and Ramaswamy’s view, customers were pas-
sive consumers and buyers as late as the 1990s. In the 2000s, consumers became active play-
ers and part of business networks; at the same time they became co-developers, collabora-
tors, and even competitors. At the European level, Denmark, Finland, Germany, and Sweden
are the innovative leaders (Scoreboard 2011), whereas the United Kingdom and Denmark are
leaders in user-driven co-creation. Finland did not participate in this research (Governance
International 2008).

The Finnish government programs of the early 2000s and the national innovation strategy
adopted in 2008 have also aimed to safeguard the opportunities for citizens in the public sec-
tor to develop services as service users. The newest national strategies, the Design Finland
program and the Customer Strategy for Public Government from spring 2013 and the proposal
for Local Government Act (HE 268/2014 vp) from autumn 2014 highlight that service users
should also be regarded as co-creators. At the same time, new innovative user-driven meth-
ods of citizen participation have become available, for example, methods of service design.
Service design (Moritz 2005, 5) as a science and a method integrates management, marketing,
research, and design. It also acts as an interface and connects organizations and customers in
a new way. Many Finnish cities—Helsinki, Espoo, Tampere, and Oulu among them—have cus-

tomer-driven and user-driven orientation as a part of their strategy. However, both interna-
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tional and Finnish studies show that it is not yet common practice for local authorities to plan

and provide services in co-operation with citizens.

British scholars consider service co-production together with citizens as a radical and neces-
sary method in public service renewal. British references describe the co-design and co-
production of public services as an active process between the people who use the services
and those who provide them. In this process, service users are on the same level as the ser-
vice providers. The aim of co-design is to draw on the knowledge and resources of both par-
ties in order to develop solutions to problems and improve the interaction between citizens
and those who provide services (SCDC 2011; Needham & Carr 2009; Burns 2012, 13-14).

Co-design recognizes that people have assets such as knowledge, skills, characteristics, expe-
rience, friends, family, colleagues, and communities, and they use these assets to support
their health and well-being (Feeley & Mair 2012, 4). Co-design changes the dynamics between
individuals and communities, creating more collaborative relationships. Frontline staff is
more able, confident, and ready (than management) to accept user experience (Needham &
Carr, 2009; Burns 2012, 13).

The Scottish Government and Convention of Scottish Local Authorities (CoSLA) see co-design
and co-production as instrumental if we are to successfully shift the balance of health and
social care and other public services that are focused on prevention and independence (Fee-
ley & Mair 2012, 4).

The service co-design process can be implemented by the methods of user-driven innovation
and service design. In these different phases of the innovation process, different participatory
design methods are used. These processes and methods are presented in the following sub-

section 2.2.
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2.2 Service design

Over the last 25 years, services have grown to form the leading economic power in the world
(Ostrom et al. 2010, 1). During the same time, services have evolved from a complement to a
product to a separate research area and service science. This change from goods-based de-
velopment to service- and customer-oriented multidisciplinary development uses different
kinds of service design processes as tools in service innovation, new service development
(Carlborg, Kingstrom & Kowalkowski 2013) and future forecasting (Ojasalo, Koskelo &

Nousiainen 2014) as well as in strategic management and decision-making (Jappinen 2011a).

This sub-section gives a second theoretical description of the different service design pro-
cesses and methods that can be used in these processes. This part is totally based on the ser-
vice design literature. The practical section of this thesis describes how these methods can be

used in service development and be applied to public sector service development.

As Koivisto (2009, 136) states:

The design of services is challenging, since services are intangible and they
happen over time... Different frameworks are used in service design to structure
services and service experiences. Frameworks are needed when creating, speci-
fying and structuring service offerings, since they make the process more con-
crete and controllable. Some of the specification models originate from ser-
vices marketing and some are new models that have been developed in the ar-
ea of service design. All presented models open up features and elements that

one has to consider when developing and managing services.

This section starts in chronological order with service design and innovation processes.

2.2.1 Service design and in