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Development Programs in a Finnish Company

Kati Skarp, Keijo Varis, Juha Kettunen

Abstract—The purpose of this paper is to examine and evaluate
the top-down and bottom-up leadership development programs
focused on human capital that improve the performance of a
company. This study reports on the external top-down leadership
development program supported by a consulting company and the
internal participatory action research of the bottom-up program. The
sickness rate and the lost time incident failure rate decreased and the
ideas produced for cost savings improved, leading to increased
earnings during the top-down program. The estimated cost savings
potential of the bottom-up program was 3.8 million euro based on the
cost savings of meeting habits, maintenance practices and the way of
working in production. The results of this study are useful for those
who plan and evaluate leadership development and human capital
productivity consultation programs to improve the performance of a
company.
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[. INTRODUCTION

EVELOPING human capital leadership is a primary
activity focused on the competencies of human resources
and the performance of a company. Human capital leadership
has the most important effect on wellbeing at work and on the
quality and the outcomes of the organization [1]. The
paradigm shift from human resources to human capital to
sustain a competitive advantage was the challenge of many
previous studies [2], [3]. The most notable and internationally
unique scientific contribution of this study is that it gives an
example of how leadership development programs can be
implemented in a company and their outcomes evaluated.
Many obstacles are encountered on the path to positive
organizational outcomes. Resistance to change prevents the
mobilization critical to a successful transformation [1]. Holt et
al. [4] note that the readiness for change is a multidimensional
construct influenced by beliefs among employees that 1) they
are capable of implementing a proposed change, 2) the
proposed change is appropriate for the organization, 3) the
leaders are committed to the proposed change and 4) the
proposed change is beneficial to organizational members. This
study explores the role of participants in the top-down and
bottom-up leadership development programs in organizational
performance.
The purpose of this study is to examine how the case
company succeeded in the top-down leadership development
program, the ideas and development needs the case
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organization identified in the bottom-up leadership program,
and how the participants perceived the programs. The research
describes the changes in the key performance indicators
during the top-down leadership program and the potential cost
savings based on the bottom-up leadership development
program. Usually the management consultation projects of
companies are not evaluated or their results are not published.
In this sense, this article brings significant new value and
makes a real theoretical and practical contribution to
organizational science. The study gives empirical evidence on
how leadership development programs can be implemented
and their outcomes evaluated in a company.

The company in this study is a Finland-based international
multinational paper company with more than 13,500
employees on three continents. The Finnish paper mill
employs more than 550 paper industry professionals and
produces 735,000 tons of high-quality magazine paper used
for premium quality publications mainly in international
markets. The challenge of the paper business has been the
decreasing sales in the last decades, making the management
of human capital and cost efficiency more important than ever.
The changing business environment needs the actions of
managers to human capital leadership to improve company
performance.

The remainder of this paper is structured as follows. Section
IT consists of the literature review, which depicts the human
capital improvements based on the leadership development
programs. Section III describes the data and methodology and
presents the case company of the study. The results and
discussion in Section IV explains and compares the outcomes
of the top-down and bottom-up leadership development
programs. Section VI offers final comments.

II. LITERATURE REVIEW

The human capital leadership programs presume changes in
organizational culture. This is a challenging task because
cultural changes require persistence and time. According to
Schein [5], one of the most important tasks of leaders is to
strengthen the organization culture; this takes from five to 15
years. Managers and leaders must be able to detect weak
signals in the environment and organization and open a
collective discussion and co-operation to develop the
organization knowledge base, processes and products [6].

The habits which are most stubbornly resistant to change
are those which had earlier worked well and led to rewards
[7]. Harmful habits are difficult to change, and therefore,
leadership development programs are critical for the
continuous improvement and commitment of the organization
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[8]. Leaders must ensure that the working community can
evolve and adapt to continuous changes in the business
environment.

Participatory action research and development ideas
following the bottom-up procedure may lead to workplace
innovations which contribute to better business performance
[6]. It is important to strengthen competence, take interrelated
competencies into account and solve problems in a
collaborative way to increase the profit-earning capacity of the
company. The participation of the top management in the
development process is required before collected tacit
information can be implemented.

The meaning of social and cultural worlds is created via
social interaction. Knowledge creation is based on communal
production and the world we perceive as real is a social
achievement which is reached through what people agree
upon. Organizational change and development have powerful
implications due to this kind of approach [9]. Social
interaction can take place in collaborative teams within an
organization and networks that reach outside the organization
[10].

Da Silva et al. [11] underlined that organizational learning
demands rethinking of organizational design and the change in
individual behavior. Furthermore, learning takes place after a
knowledge acquisition process based on information-
processing mechanisms. Organizational learning process
stems from skills in systematic problem solving, new
approaches for experimenting, learning from prior know-how,
learning from others’ know-how and best-practices and
knowledge diffusion in a fast and efficient way.

The concept of competence is normally used in the strategic
context for achieving competitive advantage and it includes
core competencies, which are essential for business survival
and company differentiation from other competitors [11].
Competence should be defined according to Sanchez [12]
through five types of flexibility: 1) cognitive flexibility to
conceive alternative strategy paths, 2) cognitive flexibility to
conceive alternative management processes, 3) coordination
flexibility to identify, set up and allocate resources, 4)
resource flexibility to be used in different activities and
alternatives and 5) operational flexibility for mobilizing
available resources according to individual skills and
capabilities.

The concept of capability is more comprehensive than the
competence because besides competence it includes strategy
orientation and the connection between resources and skills.
The manufacturing strategy requires the creation of
organizational capabilities and competence, which will allow
the company to make competitive products in the future [12].
Hence companies need capabilities to implement the
strategies.

Human capital can be defined as current and future income,
which is estimated under assumptions about future annual
income and discounted to the present [13]. Labor productivity
and human capital productivity are connected, but represent
different concepts. Labor productivity considers only the
present, while the human capital productivity considers both

the present and the future. People who have completed a
higher level of education usually have more human capital
than people with less education.

Evaluation can be described as a set of planned activities
which include information gathering and analytical methods of
providing a satisfactory evaluation of progress for managers
and stakeholders. Evaluation is essential in management and
should be used at the end of a leadership development
program. Without an evaluation, a researcher cannot verify
whether the improvement was achieved or objectives met
[14]-[16]. The evaluation types can be categorized as 1)
process (formative, during intervention), 2) outcome
(summative, after intervention or longitudinal, after specific
time) and 3) theory-based (or theory-driven) [14].

It is also important to acknowledge to what extent the
development program was responsible for the observed
outcomes [16]. It is problematic to measure the independent
impact of an intervention in a case study. Although measures
show improvement, it is difficult to prove that the difference is
the consequence of the organization development intervention
and not of other changes in organization, competitive factors,
society or other variables [14].

[II. DATA AND METHODOLOGY

Forestry has been the driver of the Finnish economic growth
and wellbeing for centuries. The paper industry is a traditional
sector in Finland. Over the last decades, the paper industry has
changed significantly. The growth of electronic
communication has had a serious impact on traditional print
media. Big paper companies and their employees are in an
unprecedented situation as the demand for paper is declining,
prices are falling and employees are aging.

The case company is a Finnish paper mill which is a leading
European producer of coated fine paper used in premium
magazines, catalogues, books and high-end print advertising.
The paper mill is part of the multinational consolidated
corporation, which has over 13,500 employees and
manufacturing operations on three continents. Its sales offices
are in 50 countries and customers in more than 100 countries
around the world. The case company annually produces
735,000 tons of high-quality magazine paper which is used for
premium quality publications all over the world. The paper
mill employs more than 550 paper industry professionals.
Over 90% of the production of the paper mill is exported.

The trend of net sales has decreased slightly during the last
decade. Operating income has fluctuated notably because of
changes in sales and prices. There have been some new
investments like the construction of a new boiler plant.
Generally speaking, business has stagnated or decreased
slightly, so cost efficiency is very important. While the
organization needs to change because of the major changes in
the external environment, the organizational culture must be
modified. Change management is used to support the company
to define and achieve new targets in a changing environment
[17].

The rapidly changing business environment demands a
change in business strategies. Large investments in paper
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machines are less profitable and many paper mills are shutting
down. Companies are announcing employee cooperation
negotiations and employees are being laid off. Quality needs
to be improved, because the cost of poor quality is usually
greater than expected [18]. Most of the quality costs consist of
poor working practices [19]. The changing business
environment requires improvements and change management
skills in paper mills.

The renovation of the leadership culture and human capital
improvements can achieve the goals of business performance.
Ability to jump on the next level presumes the participation of
every member of the organization. The leaders have to
understand their influence and responsibility to lead. In
addition, the know-how of the organization has to be
acknowledged. Finally, participation has to be enabled and
honest listening, contributing, sharing and collaborative co-
creation supported [19], [20].

Fig. 1 depicts the case company’s top-down and bottom up
leadership development programs. These programs aim to
improve the company performance in a stagnant business
environment. Improvement in performance is measured by the
improved human resource indicators during the top-down
program and the potential cost savings of the bottom-up
program.

Top-down
leadership
programme

Improved indicators

Cost savings potential

Bottom-up
leadership
programme

Fig. 1 The top-down and bottom-up leadership development
programs

IV. RESULTS AND DISCUSSION

A. Top-Down Leadership Development Program

The top management of the company, in collaboration with
an external consulting company, planned the leadership
development program for the 76 managers and supervisors of
the paper mill to change its leadership culture. The members
of the top management already had a sense of what had to be
changed. The leadership development program was started in
the spring 2014 and consisted of 22 training days. The theme
of the program, intended to describe the desired leadership
culture in the paper mill, was “courageous, fair and inspiring.”

The top management set benchmarks for the leadership

development program so that it could track the progress of the
change in leadership culture. The top management set generic
aims for the human capital costs, including sickness rate, the
lost time injury frequency rate, sustainable engagement and
personnel efficiency. The top management wanted to know
whether the leadership development program had any effect
on these human capital metrics.

A leadership development program is an educational
intervention to introduce a new way of leading people in
changing business circumstances which presume changes in
the company values and processes [5]. The assumption
underlying this kind of procedure is to train all managers and
supervisors in shared concepts of leadership so that they can
reinvent the leadership culture. The aim was to achieve a
common way of working and to make the culture one that was
characterized by listening, collaboration and a feedback-giving
leadership style.

The leadership development program started with
interviews of the members of the top management team,
selected managers, supervisors and blue-collar workers. The
interviews were followed with intensive training and
workshops. The workshop themes were the rules of
leadership, ~communication  skills, giving feedback,
development discussions and courageous, fair and inspiring
leadership. The key leadership tools were reviewed in the
workshops and compiled into a Manager’s Manual. A series of
short videos on leadership tools was filmed and added to the
electronic learning environment of the case company.

B. Bottom-Up Leadership Development Program

The bottom-up leadership development program was based
on an internal consultation facilitated by Kati Skarp, one of the
authors of this article, using the participatory action research
method [19] in 2016. All 76 managers and supervisors of the
paper mill were invited to participate in the assessment and
algorithm workshops. They were in the target group and were
able to contribute to change management.

When a researcher studies his or her own organization, the
assumption is that he or she undertakes an explicit researcher
role. This means that the researcher needs to balance his or her
regular functional and researcher roles [21]. The participants
identify problems, tailor development steps and disseminate
results in the participatory action research. Reliable
information can be obtained with a representative random
sampling, but in this case it was not necessary, because the full
population of managers and supervisors evaluated the data
[22].

Participatory action research combines systems engineering
with management problems. Its objective is to empower and
engage the population of the research and to have their voices
heard and respected [23], [24]. Participative observation
makes it possible to understand whether or not people are
acting the way they should. The method addresses problematic
situations through discussions and understanding multiple
perspectives of the topic.

The participatory action research included a pre-
questionnaire backed up with intermediate interviews and
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three sequential workshops. The pre-questionnaire received 26
answers which included 94 problems. Thirty-four problems
were associated with leadership. The other problems were
related to processes, hurry, inefficiency, extra work and the
lack of motivation. The methodology can be divided into
assessment and algorithm workshops for the managers and
supervisors, and action workshops for the top management.

When completing the anonymous pre-questionnaire,
participants give their opinions about the problems that are
interfering with their work. In the assessment workshop,
participants discuss these problem areas. The problems were
evaluated in the workshops and validated using cause and
effect analysis. The participants’ understanding of, and
agreement on the obstacles is essential. The evaluation must
be fact-based instead of relying on secondhand opinions or the
beliefs of top management.

The algorithm workshops are in the action planning phase.
Solutions to the identified problems are worked out. The
purpose of the workshop is to clarify what should be improved
and how. The participants will also evaluate the costs and
describe the effects of the development steps. The team-based
problem solving and executing via workshops have widely
been used in quality and knowledge management [25], [18].
Twenty-eight improvement proposals were made in the three
algorithm workshops.

The action workshop is held in the decision-making phase.
In this workshop, top management must agree on how the
suggested development plans are put into action. Its objective
is the confirmation of company-specific methods, decision-
making about the actions and approving the outlines for
measurement. The workshop elicited ideas and proposals from
the bottom-up approach to the decision making of the top
management to increase human capital productivity. The
accepted proposals must be written into the action plan,
sufficient financing and human resources allocated and
timetables set to achieve the desired outcomes.

When companies pursue cultural leadership changes via
development programs, there are pitfalls and human behavior
easily reverts to old habits after the program. A wellbeing day
was scheduled for the managers and supervisors to ensure the
sustainability of the bottom-up leadership development
program. The progress and continuity of the leadership culture
were ensured by lectures and discussions. The participants
could reflect on their contribution and influence on their teams
and develop their own work to increase the sense of wellbeing,
employer engagement and improved leadership culture.

C. Results of the Leadership Development Program

Table I depicts the indicators of the human capital
productivity in the paper mill during the top-down leadership
development program. Many of the indicators measuring the
personnel efficiency improved during the top-down program.
The indicator values of the sickness rate, the lost time injury
frequency rate and the produced ideas for cost savings
improved clearly improved, but the sustainable engagement of
personnel remained unchanged. The usage deviation, which
indicates the difference between the budgeted raw materials

and actual figures, was 1.6 million euro. The earnings before
interests, taxes, depreciation and amortization rose 5.1
percentage points.

TABLEI
THE INDICATORS OF THE HUMAN CAPITAL PRODUCTIVITY IN THE PAPER MILL
DURING THE TOP-DOWN LEADERSHIP DEVELOPMENT PROGRAM

2014 2015
Sickness rate, % 5.5 5.2
Lost time injury frequency rate, % 2.3 0.7
Sustainable engagement, % 73 73
Produced ideas for cost savings, € 200 000 297 000

The results of the bottom-up leadership development
program indicate that the most of the improvement proposals
focused on maintenance resources, production stops,
prioritization and information-sharing between departments.
According to the participants, the biggest needs for
improvement were in meeting habits and the ways of working
in the maintenance and production. In order to reduce the costs
of poor quality, it is extremely important to set priorities for
the effective use of resources. That requires the identification
of contributing factors to the costs of poor quality [26].

Table II depicts the carefully estimated annual cost savings
potential in the case paper mill due to the bottom-up
leadership development program. The cost savings potential
was estimated for the three major improvements: meeting
habits, maintenance practices and the way of working in
production. The annual total savings potential of these
challenges was estimated to be about 3.8 million euro, a
notable sum of money even in a big paper mill.

The annual cost savings of the improved meeting
guidelines, rules and habits were estimated to be 1.2 million
euro. The annual efficiency improvement of the maintenance
was 0.9 million euro. It is based on the better organization of
work so that the maintenance employees can avoid
unnecessary waiting time and focus on their activities. The
fixed and expensive ways of working in production are real
obstacles to the managers and supervisors. If the way of
working in production could be made more flexible to support
the production process, the annual cost savings could be 1.7
million euro. Top management decided to take these three
improvement proposals under development.

TABLE II
THE ESTIMATES OF THE ANNUAL COST SAVINGS POTENTIAL IN A PAPER MILL
DUE TO THE BOTTOM-UP LEADERSHIP DEVELOPMENT PROGRAM

Million euro

Meeting habits 1.2
Maintenance practices 0.9
Way of working in production 1.7
Total 3.8

D. Comparison of Top-Down and Bottom-Up Approaches

Feedback about the top-down and bottom up leadership
development programs was collected from all the managers
and supervisors using the Webropol survey. The purpose of
the survey was to know how the participants experienced the
possibility to contribute to and learn from both leadership
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development programs. The top-down program was reported
to be useful for 89% of the respondents and the bottom-up
program was useful for 84% of the respondents.

When the respondents were asked about the benefits of the
top-down development program, they mentioned 1) the
iteration of the key issues related to leadership, 2) the
explanation of why it is important to intensify the
development discussions, 3) the summary of the program and
4) the Manager’s Manual. When the respondents were asked
about the benefits of the bottom-up program, they mentioned
1) the ability to discuss problems, 2) suggestions for
improvements, 3) the discussions with people from different
departments about their problems and understanding how each
person can assist with the work of others and 4) it was good
that the problem areas were identified and the same problems
were evaluated in various departments. The bottom-up
program was more difficult because it affected the
participants’ work.

The external top-down leadership development program
was preferred to the internal bottom-up program. The result
was related to the questions about the amount of time
dedicated to discussion with colleagues and the usefulness of
the program in terms of the participants’ own work. The top-
down program focused on enhancing basic leadership skills
such as manager’s role, communication, feedback and
development discussion, but the bottom-up program focused
on identifying the obstacles that managers and supervisors
encountered in their own work. The participants in the bottom-
up program had to propose ways to eliminate these obstacles.

The results of the internal bottom-up development program
are more practical and tangible and therefore they can have
more concrete practical outcomes than external top-down
leadership consultation programs. This is why it is extremely
important for the top management to decide upon a clear
action plan for these results. It is also critically important to
control the way in which the action plans are implemented to
achieve the targets. The results of this study support the
finding that the managers and supervisors like more the vague
external top-down leadership development program, because it
does not show problems and increase responsibilities as well
as the bottom-up program does.

As a conclusion of the management programs, it is evident
that the top-down and bottom-up approaches are both
necessary, because they have different purposes. The
effectiveness of the external leadership development program
can be complemented by the internal program. Beer et al. [27]
also note that the top management should collect feedback
about the obstacles to organizational effectiveness and
performance and how they are related to the behavior of senior
managers.

V. CONCLUSION

This study examined two kinds of leadership development
programs focusing on human capital productivity. The
objective of this study was to find out how the case company
succeeded with the top-down leadership development
program, what kind of ideas and development needs were

identified by the bottom-up program and what kind of
comparisons and conclusions can be drawn from these two
programs. Participatory action research was used to arrive at a
theoretical and practical understanding supported with
empirical evidence about the conditions, practices and
consequences of the leadership development programs.

The results of the study indicate that the key performance
indicators of the human capital productivity increased during
the top-down leadership development program. The sickness
rate decreased from 5.5% to 5.2%. The lost time incident
failure rate decreased from 2.3% to 0.7%. The produced ideas
for cost savings rose from 200,000 euro to 279,000 euro.
These changes resulted in increased earnings of 5.1 percentage
points during the top-down program.

The estimated annual cost savings potential due to the
bottom-up leadership development program were notable. The
improvement of the meeting habits could save 1.2 million
euro. The improvement of the maintenance practices could
lead to cost savings of 0.9 million euro. The largest cost
savings were estimated at 1.7 million euro due to the improved
way of working in production. The estimated total amount of
cost savings was 3.8 million euro. These estimates were
collected from the participants in the participatory action
research in the paper mill. The implementation of the savings
potential is one of the key responsibilities of the management
in 2017 and 2018.

According to the Webropol survey, the top-down leadership
development program was preferred to the bottom-up
program, which was change management and presumes
challenging behavioral changes and transition from convenient
to demanding working conditions. The bottom-up program
identified obstacles that managers and supervisors perceived
and brought solutions to the decision forum of the top
management. Both approaches to leadership development are
useful and needed, because they complement each other and
increase human capital productivity.

The limitation of the study is that the company performance
is affiliated not only with the leadership development
programs but also with other business metrics such as sales
prices and volumes. Based on the results of this study, we
cannot attribute all of the increased productivity numbers to
improvements in leadership, but leadership behavior and
decisions can have an enormous impact on human capital
productivity. Another limitation of the study is that it was
done only for the case company and the results cannot be
generalized to other companies. Based on the limitations of
the study, further studies should examine the effects of
leadership development programs on the organizational
culture from the points of view of employees and strategic
management.
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