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Founded in 1865, by engineer Fredrik Idestam in the tiny Finnish town from which it took its name, Nokia spent the first 120 years of its history amassing a wide array of business around its core paper-making operations (left). Through a series of acquisitions, the company became a manufacturing conglomerate with interests ranging from toilet paper, to rubber boots and tires, and eventually, telegraph and telephone cables. (Guerrera & McIntosh, 1999) Idestam established an international sales network and Nokia's products were exported to Russia, the UK, France, and China In the 1930s (thus future connections were laid around Asia and Europe for Nokia phones to later build upon). (Nokia, 2000) In 1967, the Finnish telephone and telegraph cable company, Kaapelitehdas, became part of Nokia and this provided a step toward Nokia’s later interest in electronics and telephony. At this point the Nokia Electronics Group was created. (OECD, 1992) In addition, during this quest to expand, Nokia acquired a couple of telecommunications and electronics companies in the late 1970’s. (Guerrera et al, 1999) In 1969, Nokia was the first company to introduce Pulse Code Modulation (PCM) transmission equipment that converted analog sound signals into digital - a technology which substantially increased the capacity of telephone cables. By stepping into the digital age early, Nokia made “one of its most important strategic decisions ever.” (Nokia, 2000) Additionally, in the early ‘70s the Nokia Electronics Group developed the world’s first digital phone switch (for conventional telephones) to replace the old electro-mechanical analog switches. In the ‘80s Nokia continued to diversify (through acquisition) into other electrical industries, including TV, computer, and monitor equipment. Concurrently,  they developed car phones, and eventually in 1982, they entered the Scandinavian markets with their first analog cell phone: the Mobira* Senator. (Nokia, 2000) (*The name of the phone division was “Mobira” – an acronym for “Mobile radio” - until 1989 when it became Nokia Mobile Phones [Pulkkinen,1995]) Throughout, the 80’s they developed increasingly smaller and lighter units, with great success, eventually creating “hand portable” units in 1987.(Pulkkinen,1995)  

But all of their work on landline digital phone switches in the early 1980’s paid off. For in 1992, Nokia created the very first digital wireless phone – the sleek, aesthetically pleasing, green Nokia 101 - was an enormous success. (Pulkkinen,1995) Now voice and data could be carried on a cell phone. Simultaneously, in the late ‘80s and early ‘90s both Nokia’s consumer electronics and their computer divisions were losing money, The new, young CEO, Jorma Ollila, who currently leads Nokia today, decided to streamline the company by divesting it of those non-lucrative divisions and focusing on its future in wireless phones. Nokia has since pushed the US’s Motorola out of the lead to become the wealthiest company in Europe and the #1 cell phone manufacturer in the [image: image6.png]NOKIA
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world with 30% of the market - Motorola has fallen to a distant 2nd with only a 23% share. One could almost say Nokia is Finland: it composes 60% of the Helsinki stock market’s value. (Morais, 1999) Nokia and employees over 55,000 people and incredibly 1 out of 3 of its employees works in research & development (Nokia, 2000) Not surprisingly, it spends roughly the same annually on R&D as the Finnish state. One may think this is inconsequential, but Finland spends more on R&D than any other country on the planet – 3.3% of its GDP. (FINFO, 2000) Today, as many times in the past, Nokia, has taken a leading role, this time in the development of Wireless Application Protocol Forum (WAP Forum) and WAP technology the defacto global industry standard for the convergence of voice, data and internet over wireless phones. (WAP Forum, 2000)

Nokia Mobile Phone Division History -Past

There is a word that Finns uniquely use to describe their deepest essence: “sisu.” It is considered a special characteristic of the Finnish mentality which is not encountered among other peoples.” (Finnish Literature Society, 1997) There is no direct translation of sisu into any language, but it roughly translates as: “optimistic perseverance in the face of hopelessness.”  This quote from a 1980 Mobira Personnel Magazine summed up their corporate sisu then, and throughout the ‘80s and ‘90s: “Mobira faces open competition and lacks shelter from pressures from any direction. As in open sea sailing when you confront a storm you have to be able to face it. There will be no available shelter” (Pulkkinen, 1995) 

Ericsson had been making car radiotelephones since the 1950’s. They were the dinosaurs of wireless telephony. Cellular aficionado Tom Farley (2000) comments: “the telephone was powered by the car battery. Rumor has it that the equipment devoured so much power from the [image: image7.jpg]


battery that you were only able to make two calls - the second one to ask the garage to send a tow-truck” Not until the mid-1960's, with the advent of transistors were they really practical – until then equipment was immense and took up the whole trunk of the car (left).  

But happily, Nokia evolved in the nearby frozen tundra of Finland and entered the market for the first time in 1971 - with plodding success, by 1979 they entered the Western European market. Along with Sweden they created the world’s first international analog standard, NMT, and analog cell phones (analog phones carry voice only). Nokia’s first analog phone in 1981 was the Mobira Senator – a virtual behemoth. But even at that early stage Nokia was farsighted; Jorma Nieminen – Mobira’s Managing Director oozed: “The phone is versatile and not restricted to use in the car…It can easily fit in a briefcase…It’s only a matter of time before it will fit into a breast pocket” (Viljanen, 1986) The 1982-vintage Mobira Senator “luggable-phone” he was referring to, cost $5,000, looked like a small carry-on bag, and weighed a “mere” 22 pounds (!) but Finns saw them as ''glamorous.'' Even at this astronomical price, and heavy enough to cause a hernia, James (1998) recounts the ever-practical Finns found a reason to buy them:

“In summer and during weekends, they like to escape to country cottages, saunas and boats, and go hiking or cross-country skiing. Having a phone meant they could leave their desks but stay in touch.” 

The demand was incredible – these first bulky phones flew out of stores so fast that the Nokia Group, had to give up its main focus on rubber galoshes, tires, toilet paper and electrical cables and they decided instead, the future was “mobile.” After this things got interesting very fast. (James, 1998) 

According to the Nokia History site: “The prevailing spirit (in the electronics department) was that anything was possible and everything should be tried.” (Nokia, 2000) By the summer of 1983, the relatively unknown firm from Finland was #1 in Europe and one of the top manufacturers at the global level. Management was ecstatic. Even though this early success was probably due to the slow start of cellular systems in the West (eg: the US didn’t even begin sales of cell phones until 1983), nonetheless, it was a tremendous psychological boost for Nokia and clinched their move into the global markets. 

With typical Finnish sisu, they realized that they would face the same competitors sooner or later and decided to take the bull by the…horns…by forming a global business strategy.  In addition, they had gained valuable experience from their lead-time over competitors. As a result, of this newfound enthusiasm, in 1984, they produced the world’s first “transportable” phone, the Mobira Talkman – slim, aesthetically pleasing, and a “featherweight” at 11 pounds. (See picture-Appendix) At the same time they began methodically entering world markets – throughout Europe, Asia and the US between 1984 and 1988. “Nokia was often among the very first to enter these markets.” (Pulkkinen, 1995)  But Nokia had a late start going into America and many thought their position could be shaky. In a Business Week, 2/7/84 interview, the reporter stated that since “several heavyweight American and Japanese companies were already active in the US market….Mobira will either be a billion-class company…or there will be no more Mobira.” (Pulkkinen, 1995) But Mobira’s CEO, Jorma Nieminen, responded with confidence: “We are the world leaders, the big names can be expected to overtake us sooner or later. But what we have and they don’t is experience.”  Furthermore, Nokia needed to enter these huge but risky export markets if they wanted to get ahead or even survive, as Nieminen stated: “When an inventor in Silicon Valley opens his garage door to show off his latest idea he has 50% of the world market in front of him. When an inventor in Finland lifts his garage door he faces 3 feet of snow.” (Pulkkinen, 1995)

By 1986 Nokia was a success around the world with a significant market position in many of the countries it had entered. This made Nokia a genuine folk legend in Finland. As a result the President of Finland awarded Nokia-Mobira with the Export Prize in 1986. Nokia Group’s President, Kari Kairamo, explained the great success of Mobira: “Mobira is a result of enthusiasm and madness.”  (Pulkkinen,1995). 

By 1987, Nokia had produced its first “hand-portable” phone, the Cityman. It weighed 800 grams –just under 2 pounds - and looked about the size of a 20-ounce pop bottle, but nonetheless, a major improvement over previous designs theat looked more like a lunch bucket! (See picture – Appendix) 

In 1985, Nokia had started competing in the US market, joining in a joint venture with Tandy, then the largest US consumer electronics company. Going was rough, but finally in 1988 Nokia had achieved a leading position and there was a huge party at headquarters in Finland. Some feared that the “big boys” would come, and go after their lead. CEO Nieminen replied:

“…we are now one of the largest manufacturers in the world…that there are industry giants among our competitors and yet we are still alive and successful strengthens our belief that we have valuable know-how in this business…There is more reason to be afraid of small unknown competitors than well- known giants.”(Pulkkinen, 1995) 

But Nieminen should have been keeping a lookout over his shoulder for the “small unknown competitors” within Nokia Group. The phone division 

had from the ‘60s been rather entrepreneurial, and free to innovate. It felt autonomous from the Nokia Group, but now that it was becoming globally successful, some at the top wanted to control it. By 1988, Nieminen and other key phone gurus had been forced out. (Pulkkinen, 1995) This all dramatically coincided, more or less, with the collapse of the Soviet Union and the deepest recession Finland had ever experienced in its history: “Finland’s weak companies folded at 1930s rates and unemployment hit 18%.” (Morais, 1999) As a result of this turbulent period, with the company going downhill, the CEO of Nokia Group committed suicide. “…(Nokia) narrowly avoided corporate collapse and in [image: image8.png]


1991, it posted the first losses in its history.”(Quinn, 2000) 

But alas, like a phoenix rising from the ashes, a new, young dynamic CEO was appointed to fill the power vacuum at the top: 40-something Jorma Ollila (left). He immediately, amputated the hemorrhaging electronics, computer, tire and chemical divisions and focused Nokia’s efforts, with laser like precision, on one future: wireless phones. (Quinn, 2000)  It most recent divestments were its cable industry operations and television business in 1995 and 1996. (Nokia, 2000)  Today, Nokia includes two business groups: Nokia Networks and Nokia Mobile Phones as well as a separate Nokia Ventures Organization (Nokia, 2000)

In spite of all this turbulence, in 1989, Nokia and 2 other Finnish telecom companies made an alliance to get the first digital cellular phone system - GSM (Global Systems Mobile) - up and running and by 1991 the first GSM digital call was made on a Nokia cell phone. (Silberman, 1999)  

But Nokia really began its meteoric rise in 1992 by putting its finger on the pulse of the world and giving it the first “popular” cell phone – the Nokia 101. Previously, cell-phones had been “serious” and even elitist, marketed only to upscale businessmen and only in traditional black. But, with the 101, Nokia tapped into the Finnish tradition of sleek, colorful even whimsical design and delivered a small, sleek, red cell phone!  0ver the course of 1992, it was delivered in 5 more popular colors and by 1995 it was available in 120 colors and patterns. The phone was marketed to ordinary people and entrepreneurs and became a huge success.  Nokia was the first to take aesthetics into consideration. It was said in the business:“Instead of offering a major technological break-through Nokia had simply interpreted the market and demand in a new way.” This has been what Nokia is best at. (Pulkkinen, 1995) In the spring of 1992, Mobile Office, the most recognized mobile journal of the time, oozed over the 101: “The intelligence of its design is beautiful in its simplicity. Competing manufacturers would do well to study the Nokia design. It earns our highest recommendation.” (Mobile Office,)

Nokia Mobile Phone Division History – Present and Future

It is difficult to see where the present ends and the future begins for Nokia because our future is typically their present. Despite Nokia’s efforts along with the other Nordic countries to try to unify standards, the world outside Europe is a messy place for a cell phone user. Thanks to Nokia The standard digital network in all of Europe and most of Asia is GSM (with 160 million subscribers). But no thanks to the US phone companies things in the US are a mish-mash of divergent standards but the US and Japan utilize predominantly the CDMA standard (with only 4 million subscribers). Nokia is the leader in sales of GSM phones and 2nd in the sales of equipment of it. Since it developed the GSM standard and was the 1st to utilize it, Nokia had an enormous advantage in selling GSM phones. (Young, 1999)  Nokia has gotten ahead not only by being technologically innovative but also by playing to the needs of the consumer not only in Finland but also around the globe. Silberman (1999) sums it up thusly: “In a holy war of divergent standards, Nokia is like an arms dealer selling to all sides.” Nokia was the first manufacturer to launch a series of hand-portable phones for all major digital standards: GSM, TDMA, PCN, and Japan Digital, in 1994 (Nokia, 2000) And currently, Nokia is the only cell-phone company in the world selling to every major standard. (Young, 1999) They are also the first in the world to sell handsets with built in Chinese language support, as well as the first with a “multimode” cell-phone which combines analog and digital services – very important in the US market where analog still has a major place at the table. (Young, 1999) Chief of Business Developments for Nokia, Ilk Raiskinen sums up Nokia’s attitude best:  “For 10 years people have been asking me what will happen when the Japanese come,” But he added: “Competition has always been tough.” (Guerrera & McIntosh, 1999)
Today, Nokia exists in a world, much of which it has shaped: Finland is a veritable living test-bed for wireless technology:  more people have cell phones there than anywhere on earth – 65% (compare this the the paltry 25% in the US).  And a wireless analyst for Salomon Smith Barney predicts: "Finland will hit 100% penetration by late 2000"  (Della Cava, 1999), while the President of Nokia, recently predicted that in the near future the penetration rates in Finland will be over 200%. (Starck, 2000)  It sells 75% of the cell-phones purchased in Finland and they have become so indispensable and ubiquitous that young Finns began calling them “kännys” – meaning “extension of the hand.” (Silberman, 1999)

Since 1997, Nokia has beem leading digital cellular telephony into the world of voice and data convergence with its leadership in the development and standardization of WAP (Wireless Application Protocol) technology. This technology allows Internet connectivity over a cell phone.  It was one of the first members of the WAP forum, to oversee its development and implementation of WAP, which as the standard for this convergence technology. By the end of 2000 all phones produced by Nokia will be WAP phones.  Currently, due to the networks which are in place, the download rate is a slow 9-14kbps but by this summer in Finland and the EU, GPRS (General Packet Radio System) technology will be in place and in steps the rates will go up to 100kbps. GPRS will give cell phones an “always-on” Internet connection and connection speeds approaching ISDN.  Then in 2001 another standard will be phased in: UMTS with speeds of a blazing 2Mbps! (See prototype phone picture – Appendix) At that rate the convergence of digital and voice will be complete and handsets will broadcast realtime audio/video (GPRS World, 2000) – at least in Finland, the EU and Japan. As for the US, we will have to “wait till the cows…” I mean… “Nokia’s come home,” which is predicted to be, not until 2003-2004. (GPRS World, 2000)
Scroll down……………..
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APPENDIX

Nokia’s 10 major markets, net sales , Source: NOKIA
	10 major markets, net sales
	1999 
EURm 
	1998 
EURm 

	USA
	3360 
	1996  

	China
	2332 
	1753  

	UK
	1855 
	1205  

	Germany
	1679 
	1135  

	Italy
	968 
	752  

	France
	951 
	776  

	Brazil
	600 
	250  

	Netherlands
	544 
	269  

	Finland
	479 
	465  

	Australia
	437 
	293  


Nokia Corporate numbers Source: NOKIA

	 
	1999 
EURm 
	1998 
EURm 
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Change 
% 

	Net sales
	19772 
	13326 
	48 

	
	
	
	

	Operating profit
	3908 
	2489 
	57 

	Profit before taxes
	3845 
	2456 
	57 

	Profit from continuing operations
	2577 
	1680 
	53 

	Research and development
	1755 
	1150 
	53 

	Capital expenditure
	1358 
	761 
	78 

	Market capitalization
	209371 
	59796 
	250 
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Finland - 3rd lowest data costs in the world 

Finland – tied for 6th lowest in the world for phone tariffs
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Source: National Board of Customs (Finland) ULTIKA-database. 

The take-off of Telecom in Finland 
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Mobira (Nokia) Talkman (5kg)
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Mobira (Nokia) Cityman (800gm)
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Nokia 7110 (WAP phone)               Nokia prototype WAP - 3G phone

Nokia 8810 – 79 gm

(World’s lightest handset)
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