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			About the Author

			DAN STEINBOCK is an affiliate researcher at the Columbia School Institute for TeleInformation and a visiting professor at the Helsinki School of Economics and Business Administration. He is the author of The Birth of Internet Marketing Communications and Triumph and Erosion in the American Media and Entertainment Industries.

			Important Note About This Ebook

			This is a summary and not a critique or a review of the book. It does not offer judgment or opinion on the content of the book. This summary may not be organized chapter-wise but is an overview of the main ideas, viewpoints and arguments from the book as a whole. This means that the organization of this summary is not a representation of the book.

			Summary of The Nokia Revolution (Dan Steinbock)

			1. The History of Nokia

			“Finland has quite a few resources. Briefly put, there are two of them: the people and the trees. Exports are obligatory in the future as well. Things must be sold abroad so that living conditions will remain good domestically. This, in turn, requires that we have extensive experience in international business. This is the greatest risk facing the Finns – the small amount of international business experience.”

			– Kari Kairamo, Nokia managing director 1981

			Most people who buy consumer electronics products from Nokia assume it is a Japanese company because of the sound of its name. In reality, however, Nokia is not Japanese but the largest corporation in Finland. And while Nokia is now a global powerhouse in mobile communications, it actually began operations in 1865 as a forestry company.

			In essence, the history of Nokia as a company can be broken down into three broad phases:
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			What marks the history of Nokia as being extraordinary is the fact each time the company the company has moved from one competitive stage to the next, it has succeeded in building its current generation of competitive advantages on the foundation of its strategic capabilities developed in the previous stage. Nokia is a great example of the benefits which can be derived from adaptability and strategic flexibility.

			1865 - 1920s – The Forestry Era

			Nokia was established as a small forestry company on May 12, 1865 to commercially exploit a tremendous boom in the lumber industry which occurred in Finland around that time. The company’s founders were:

			
					Fredrik Idestam – an engineer who became interested in a new process for manufacturing wood pulp.

					Leo Mechelin – one of Finland’s leading parliamentarians who was leading the country’s struggle for political independence from Russia.

			

			The new company was named after the Nokia River and a mill was set up about 10 miles from Tampere, Finland. The company was funded by a group of private investors and took a couple of years to get going. However, by the 1890s, the first small mill had given way to a very large mill, a pulp factory, a large paper factory, an electrical power generator and a number of other facilities. The original founders of Nokia always made certain the company focused on mastering the full value chain.

			“While Nokia is well known for its emphasis on innovation, its long-standing focus on differentiation has been less well known. What has made Nokia distinctive among its competitors is the fact that it has consistently focused on mastering the full value chain, from operations and new product development to marketing sales and service.”

			– Dan Steinbock

			1920s - 1980s – Global Focus

			With the end of World War I, Nokia was in the process of changing from a family owned business to a public company. As part of that process, the company started moving into new business segments. Nokia expanded its electrical power generation line of business and looked for other innovations.

			When the Finnish Rubber Works relocated to the Nokia region in the 1930s to take advantage of the electrical power supply, it grew rapidly. Soon, an electrical cable manufacturer (the Finnish Cable Works) followed suit and talks began to explore consolidating all three companies. These talks dragged on for many years – the consolidation proposal was rejected in 1937 and then periodically until the mid-1960s when finally the boards of all three companies agreed a merger would make sense. The restructured Nokia Corporation was formalized in 1967 with four major business divisions: forestry, rubber, cable and electronics. The name of this new company was Oy Nokia Ab.

			“Again and again in the course of its history, Nokia has seized opportunities to enter new and exciting businesses characterized by high risk but great promise for growth. In each case, it has staked its future on massive infrastructure projects, from forestry, rubber and cable to electronics, cellular and the mobile Internet. As business and financial stakes have risen, Nokia’s scale and scope have increased accordingly.”

			– Dan Stein bock

			During the 1960s, Finland entered into a trade agreement with the Soviet Union and Nokia had the opportunity to sell much of its output to the Soviets. Nokia’s managing director of that time, Bjorn Westerland, realized the danger of relying too much on one customer and insisted any sales to the Soviets had to be balanced by equal sales in Europe, Asia and Africa as well as new products for the domestic market. (That astute policy would later mean Nokia would survive the collapse of the Soviet Union in the 1990s).

			In the late 1970s and 1980s, a new managing director, Kari Kairamo, also started transforming Nokia. The Finns by this time had started perceiving themselves as becoming the “Nordic Japan” and Kairamo grew impatient to penetrate new international markets. He also talked about mobilizing Nokia’s key strategic assets – its technologies, accumulated customer information, brand name, reputation and corporate culture.

			“We must learn to become fast. If, for instance, one isn’t fast enough in the most competitive segments of electronics, there just aren’t any chances to succeed. We’re garnering international experience at an accelerating pace. Our educational level is high. We can become fast.”

			– Kari Kairamo

			Kairamo increased Nokia’s investments in electronics research and went on an aggressive acquisition spree. Nokia acquired Salora Oy, Scandinavia’s largest television manufacturer. Nokia then purchased Luxor AB, Sweden’s electronics and computer company. With the purchase of Oceanic, a French television manufacturer, Nokia became Europe’s third largest television manufacturer. The company also acquired Mobira, a Finnish mobile phone company, Ericsson Group’s Data Division and Finland’s largest electrical wholesaler. By the end of this scramble, Nokia’s revenue base was $2.7 billion with 27,600 employees and a market capitalization of more than $1 billion.

			“The company had become big enough to attract the attention of its competitors, but it had not yet become strong enough to be feared. Nokia needed a brand name that would be ubiquitous worldwide. However, few products bearing the Nokia brand name had reached dealer’s shelves. Its personal computers were used almost exclusively in larger systems or sold to better known rivals. Because Nokia seemed invisible, its telecommunications activities were often underestimated. However, as it tumbled through trial and error, it was already carving itself a market niche by its willingness to listen to the customer – a great competitive asset that would become legendary a decade later.”

			– Dan Steinbock

			1980s onwards – Mobile Information

			By 1986, Nokia had eleven industrial groups within the company, each wanting to move in different directions. Nokia had taken on debt of $2.6 billion to fund acquisitions, giving it a 65-percent debt-to-equity ratio. A new CEO was appointed, Simo Vuorilehto, and with the support of Nokia’s major shareholders, a major restructuring and refocusing initiative was launched.

			Vuorilehto started divesting all Nokia’s businesses which were not considered to be strategic. That meant selling all Nokia’s industrial units while retaining all its consumer electronics, data communications, mobile phone and telecommunications businesses. Many commentators, including The Wall Street Journal, assumed that Nokia’s bold strategy was unraveling and the company was experiencing difficulties. Nokia’s share price fell sharply. Even the new CEO started to lose faith in Nokia and he was replaced by Jorma Ollila. To make matters worse, Finland had slipped into its worst recession since the 1930s and the Soviet Union – still one of Nokia’s largest customers – was in the process of collapsing.

			There was, however, one bright spot. Nokia’s cellular business was thriving, despite all the problems surrounding the company. The company was effectively an old-timer thriving in a new and emerging industry about to enjoy explosive growth.

			“All relevant accounts (i.e. Internet users per capita, digitalization rate of networks and cellular phone subscribers per capita) showed that Finland had become one of the ‘world’s most wired countries’, possessing a highly educated and technologically savvy population. It also boasted the world’s highest relative Internet and cellular penetration. By February 1997, Finland had more than thirty mobile telephone subscriber connections per one hundred inhabitants to its credit. Yet, it was only when Nokia’s stock price began to soar that international analysts and the business press noticed these achievements.”

			– Dan Steinbock

			“If you think the U.S. Is a leader in moving from wired communications to wireless, take a look at Finland. Nearly half of Finns now use wireless phones, more than double the rate in the U.S. Many American manufacturers and service providers see a day when, as in Finland, the wires in our homes and under our streets serve primarily as data-hauling networks, while much of the talk moves over the airwaves.”

			– The Wall Street Journal, September 21, 1998

			Ollila and his CFO, Olli-Pekka Kallasvuo worked intensively in early 1992 to develop a strategy for Nokia to move forward. Ollila came up with the idea of having Nokia focus solely on the wireless business. With that in mind, he came up with four key words which became a shorthand for their vision of Nokia: With that vision in mind, Ollila completed the divestment of all non-core assets by the mid-1990s so Nokia could focus exclusively on the wireless business. In parallel with this, the Nokia management team also reorganized the company processes to stress three key attributes – product innovation, flexibility and rapid responsiveness. Part of this effort was a desire to build the value of the Nokia brand name and another part was a response to the fact telecommunications markets around the world were in the process of becoming deregulated. That meant the marketplace was evolving rapidly, and Nokia was determined to jump at the new opportunities opening up.
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			Nokia has always been quick to establish relations with telecom start-ups around the world. As a result, Nokia’s transmission and switching systems have become the market leaders. The company’s Finnish heritage always meant Nokia was agile and entrepreneurial. That corporate culture meshed very well with the new telecom market entrants.

			Fortuitously, Nokia had the right strategy for the times. The company grew rapidly – adding 7,000 new employees in 1995 alone. And that growth, in turn, caused flow-on problems. For example, by mid-1996, Nokia’s profits plunged 70-percent on the previous year as the company struggled to assimilate new hires and meet the demands of the marketplace. Sales revenues were still increasing, but the company’s operating profit dropped. And with the fall in profits, Nokia’s share price plunged and many analysts predicted Ericsson and Motorola would continue to increase their market share at Nokia’s expense.

			Nokia responded by focusing even more on innovation.

			“At Nokia, innovation has not been perceived as an exclusive function of R&D or product development; instead, it has been thought of as something that can and should pertain to the entire value chain.”

			– Dan Steinbock

			“Business activities can consist of many kinds of innovations. They may be associated with technology and products, but companies can differentiate in any other part of the value chain as well. For instance, superior logistics may form a fundamental base for the competitiveness and growth of a company.”

			– Matti Alahuhta, CEO of Nokia Mobile Phones (1999)

			In parallel with the introduction of a new IT infrastructure, Nokia increased its customer orientation and revamped all its business and corporate processes. Business processes include everything involved in developing, manufacturing, marketing and servicing products. Corporate processes are all the inputs needed to manage the business processes – management expertise, performance measurement, human resources, R&D and so forth. Nokia realigned all of its processes so they were consistent when viewed from the customer perspective and as efficient as possible.

			As well as sorting out Nokia’s logistics, Ollila also had a grand vision for where he wanted Nokia to head in the future. He saw Nokia as an industry giant. The challenge was now to develop more industry foresight and to find the resources that would be required to bring that vision into reality.

			“How was it that an obscure Finnish company, Nokia, emerged as the number-two supplier of cellular telephones in the world, leaving European giants like Philips, Siemens and Alcatel with mere crumbs? The answer lies in developing industry foresight. Industry foresight must be informed by deep insight into trends in lifestyles, technology, demographics and geopolitics, but foresight rests as much on imagination as on precondition. To create the future a company must first be capable of imagining it. To create the future a company must first develop a powerful visual and verbal representation of what the future could be.”

			– Gary Hamel and C.K. Prahalad, authors,
Competing For The Future

			By 1998, Nokia was a company of 55,000 people, with more than half (including the senior management team) residing in Finland (which has a population of 5.2 million). The company was also starting to turn in some impressive financial figures – sales revenues had increased by 51-percent over the previous year while operating profits grew by 71-percent. Nokia was now selling products in 140 countries and acted like a consumer-products company – with annual model changes, colors that changed to suit personal preferences and individualized clip-ons for phones.

			“Nokia’s performance has been as startling as its transformation. If it continues to grow at this pace – and the management has set a target for increasing net sales by 25-30% a year – the company’s revenues will exceed the budget for the whole of Finland in a couple of years.”

			– The Economist, October 1999

			In fact, the success Nokia was achieving in the late-1990s was the direct result of the decisions which had been made earlier:

			
					To concentrate on fewer businesses, but to expand those businesses worldwide.

					To encourage Nokia’s managers to act locally in foreign markets and develop an acute understanding of the needs of the local culture and marketplace.

					To learn how to market Nokia products and build the brand in a multitude of small and fragmented niche markets.

					To focus on the wireless marketplace (worth around $191 billion in 1998), particularly the high-growth areas of mobile terminals (or handsets) and infrastructure (base stations and switches).

					To leverage financial and managerial resources to gain a foothold in the key emerging markets such as China.“Until the 1980s, Nokia was a Finnish company, in the 1980s, Nokia was a Nordic company and in the beginning of the 1990s a European company. Now we are a global company. The world belongs to focused companies.”
– Jorma Ollila
“Today the most important thing in the high-technology markets is change. If the company remains flexible, taking advantage of changes makes possible growth, which can be significantly faster than market growth, even for longer periods of time.”
– Matti Alahuhta, CEO of Nokia Mobile Phones (1999)


			

			Around 1997, Ollila decided Nokia could no longer use globalization to grow any further. Instead, he decided Nokia should again restructure itself around the two most powerful drivers of the early twenty-first century:

			
					The consumer demand for greater levels of mobility.

					The Internet.

			

			This was again a bold move considering Nokia was, by the end of the 1990s, a global leader in cellular communications. To illustrate:

			
					In 1998 alone, Nokia had recorded sales revenues of $20 billion generating $2.6 billion in net profit (a margin of 12- to 13-percent).

					Nokia’s market capitalization was $106 billion in late-1999, about 5.4 times its revenues.

					In terms of market share, by late-1999 Nokia had 30-percent of the world’s mobile phone market, compared to Motorola’s 25-percent and Ericsson’s 14-percent. And most analysts were forecasting the mobile phone market would again double in volume over the next three to four years.

					Nokia now consisted of three main business groups (Nokia Networks, Nokia Mobile Phones and Nokia Communications Products), a ventures organization (for seeding new business ideas) and a corporate research unit (the Nokia Research Center). Nokia had R&D in fourteen countries, production in eleven and a global marketing network in place.
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			Yet, for all

			
			
			
			
			
			
			
			
			
			
			
			
			
			
					Building the Nokia brand – with an investment of more than $1 billion in the 1990s alone. (By 2000, Nokia is actually better known worldwide than the country in which it is based).

					Changing the emphasis of its business processes from technological innovation to customer fit.

					Developing expertise in global segmentation – meaning Nokia can configure its products to local presences while efficiently coordinating the parts of the entire value chain.

					Evolving from a focus on OEM sales to more direct marketing – providing Nokia with an opportunity to build its brand and control the sales channels.

					Strengthening design capabilities – so that design features of products could take precedence over functions performed.

			

			
			
			
			
			
			
			
			
			The Key Drivers of Nokia’s Success

			
					A global focus strategy.

					Moving from low-end niches to high-end segments.

					Exploitation of strategic inflection points.

					An integrated business processes configuration.

					A strong preemption strategy.

					Evaluating astutely the attractiveness of an industry.

					The ability to listen to what customers are saying.

			

			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
					Entering the lead markets during the early phases of their evolution.

					Harnessing the first-mover advantage to cause and then optimize profits from industry shifts.

					Developing innovative, high-quality products which are then distributed rapidly.

					Accumulating those selective foreign assets which sustain and strengthen that competitive advantage.

					Nurturing global coordination so lessons learned in one part of the market can be applied universally.

			

			
			
			
			
			
			
			
			
			
					1st generation – analog cellular – early 1980s

					2nd generation – digital networks – late 1980s - early 1990s

					3rd generation – IP/cellular convergence – late 1990s – 2000s

					4th generation – wireless broadband – 2010 and beyond

			

			
			
			
			
			
					Are used to betting the future of the company on the widespread consumer uptake of new technology.

					Stress the importance of always looking to the future rather than becoming linked to the present.

					Focus on integrating new technology and commercial applications successfully.

					Stress the importance of intellectual property, with highly skilled people being viewed internally as the key to the company’s long-term future.

					View getting to new markets early with enough product to meet demand as critical.

					Are comfortable with ambiguity and movement within the marketplace for the company’s products and technology.

			

			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
			
					Nokia has a corporate ventures organization which seeds and fosters new growth opportunities beyond the scope of the existing business units. This is a greenhouse for new ideas.

					Nokia shops around for acquisitions which help the company develop new strategic capabilities in emerging markets.

					Nokia outsources extensively – leaving the company to focus on the broader industry issues rather than get caught up in manufacturing logistics. The company has solid, long-term supplier relationships.

					Nokia participates actively in forming coalitions and sponsoring industry forums for the setting of standards in new industries.

					Nokia keeps refocusing the company on new technologies and divesting business units serving declining markets.

					Nokia invests in extensive international R&D.

					Nokia excels in market segmentation. The company focuses its resources on the market segment where it can derive the greatest benefits better than most competitors achieve. This is a flow-on effect of Nokia’s corporate flexibility and value chain.

					Nokia consistently focuses on lifestyle variables better than its competitors. It understands consumer markets exceptionally well, and looks carefully and deliberately at design issues. For many of Nokia’s competitors, technology functions outweigh the importance of good design. Nokia gives its products a distinctive look and feel, turning products into fashion statements.

					Nokia has mastered the art of branding. The company has come from obscurity in the 1980s to prominence and global recognition in the 1990s through an intensive brand building program. By some studies, Nokia now has the world’s fifth most valuable brand – an important asset to harness when moving into new markets.

					Nokia has introduced rigorous performance measurement and control processes – allowing the company to continue learning how to better fine-tune its activities in all market segments.

			

			
			
			
			
			
					Nokia regularly rotates its people from one business unit to another. That provides cross fertilization of new ideas, and allows people companywide to develop new skill sets.

					Nokia has created a sense of urgency throughout the corporation. Everyone knows and understands the company must continually think about the future rather than rest on the accomplishments of the past.

					Nokia pays careful attention to small start-ups and new technology under the radar of its competitors.

					Nokia has in place strategic processes through which the customer’s voice resonates through and impacts on everything the company does.

					Nokia is always prepared to invest in new markets that take time to evolve, such as in emerging countries.

					Nokia’s corporate Web site was one of the first in the industry and has become an important conduit through which customer feedback is obtained.
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