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INTRODUCTION
Since the end of the Second World War, the trades in the capitalist world tend to be more and more global. This globalization is possible thanks to the progress of the Information and Communication technologies, and today, every company must play with international competitors and international markets.

The globalization can be an opportunity for firms which are reactive and pro-active vis-à-vis these new rules.

Nokia is one of the best examples to illustrate the successful globalized firms.

However, this success does depend on how the company has built its strategy to use the globalization as a benefit.

The question is: How Nokia has managed its strategy to be successful and to become one of the most globalized company?
To answer this question we will study the Nokia history, the current context but also its global strategy and how this strategy is adapted in each country or area.

I. Context

A. The telecom market
The telecom market represented $1178 billion in 2005
.
In this constantly mutating market, major actors make alliances and investments, representing an increase of 9.3% against 2004. 

From 2002 to 2005, many strategic alliances were made, for instance acquisitions and mergers moved from 145 to 265. Risky capitals are the drivers of these operations: in Europe, 20% of investments were made by private investors.
Mobile phone calls are the most important revenues of the market. It is the most profitable segment: revenues increase rapidly and in 2005, the turnover was more than € 3.50 billion
. It increased of 8.5% vs. 2004.  This substantial growth highlights that there is a real need of mobile phone terminals.
Since 2000, the Korean brands have had the most important sales. Samsung sales have increased by 12.6%, which represents an 8% increase within five years.  LG market shares doubled (6.3% in 2005)
 and this mobile manufacturer is now the fifth main actor on the market.

However, Nokia was able to stop its losses contrary to Philips, the German Bosch and the British Sendo (belonging to Motorola now). This bad situation is due to irrelevant strategic decisions.

Nokia competes on four distinct segments on the Mobile phone market: the classical mobile phones (including MP3 and camera), the 3G, GPS, smartphones. 
B. The Mobile phone market
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Today, mobile sales depend on fashion trends.

A few years ago, the performance of the battery was the first purchase criteria and then the size and the weight were determinant. Recently, the purchase decision was based on the presence of the valve.

Now, the performances of the fitted camera, the stocking capacity and the multimedia services influence the choice of the mobile phone. 
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Since 2004, the market has been evolving. 

There are three main actors on the market. First of all, Nokia rules the market: today, about a third of the sales are made by the Finnish company. Thanks to the merger with Siemens in 2006, the group, named Nokia Siemens Network, sold 100.8 millions phones during 2007 first semester. That represents a 29% increase in sales compared with last year. 

Nokia is followed by Motorola, with a 14.6% market share, and Samsung with a 13.6% market share.

The Korean brands compete also on the market: they are threatened by Motorola with its downmarket supply and by Sony Ericsson with its upmarket products. However, LG Electronics’ sales have been increasing since 2002. Its market share doubled and represents 6.3% now.

The sales of the Sony Walkman Phones were a success contrary to forecasts.

Moreover, demand is increasing on emerging market like India and China for example. In China, the market share accounts for 50% and 25% in India. 
C. 3G market 
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The 3G market is experiencing major changes such as mergers. During the beginning of the year, Alcatel and Lucent merged. The merger allows the Alcatel-Lucent group to strengthen its position of challenger on the 3G equipment market.

The group holds a 6% market share vs. 30% for Nokia and Ericsson. Nokia reinforces its position, indeed, within two years; the Finnish firm has won 13 points in market share (Nokia held a 17% market share in 2005) by stressing on the quality.

D. GPS market
Today, Nokia enters the geolocalization market, expected to be flourishing, with its Nokia 330 Auto Navigation. Thus, its main competitors are TomTom and Via Michelin. 

With wiser for this expertise on the multimedia domain with the smartphone, Nokia will add multimedia functions in its product, such as video and CD/MP3 player.... Such a state-of-the-art product is a threat for the Dutch TomTom leader.
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Smartphone market

It appears that the main actors are Nokia, RIM, HP, Palm and Acer. Nokia aimed at capturing new consumers who prefer upmarket phones. Thus, the Finnish firm wants to challenge Apple and its iPhone.  


In 2006, Nokia outclassed its competitors. 40 millions of smartphones were sold by the Finnish company against 28.5 millions in 2005. It is 56.4% of the 70.9 millions of sales in Europe. In order to establish its position and to challenge the iPhone, Nokia took over Navteq on October 2007. 
Nokia’s main rival is Motorola: the firm held an 8.5% market share in 2006 and sold smartphones under the Linux brand in China.

However, on the international market, Samsung, with the Symbian smartphone accounts for a 73% market share in 2006. Forecasts reveal that Linux will enjoy a stable situation contrary to Symbian. The brand will experience a decline by 2012, 46% of sales in 2010 vs. 73% nowadays.

II. The home-building of the Nokia conglomerate

A. Its activity

“Nokia is the world leader in mobility, driving the transformation and growth of the converging Internet and communications industries”. 
It is divided into three business groups.
Mobile phones: connecting people across a wide range of mobile devices

Multimedia: offer possibilities by the means of advanced mobile multimedia computers and applications

Enterprise solutions: purpose a broad range of products and solutions to businesses and institutions

B. Follow the story of Nokia

Nokia has not always sold mobile phones. The Nokia story starts in 1865 with Fredrik Idestam's paper mill on the banks of the Nokianvirta river. This river, located in the west of Finland, also gives its name to the company.

Then, two other companies were founded. 

In 1898, Arvid Wickström founds Finnish Rubber Works, which will later become Nokia's rubber business. 

 In 1912, Eduard Polón starts Finnish Cable Works, the foundation of Nokia's cable and electronics businesses

In 1967, Nokia Corporation springs from the merger of Nokia Ab, Finnish Rubber Works and Finnish Cable. From Fredrik Idestam’s paper mill to the creation of Nokia Corporation, Nokia becomes a powerful industrial conglomerate.
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With some iconic products, Nokia plays a pioneering role in the early evolution of mobile communications. For example, in 1981, the first international mobile phone network is built. Then, Nokia launched the Mobira Cityman, the first handheld NMT phone.

The real success of the brand starts in 1992, when it got rid of all the activities outside telecommunication. This sector becomes its core business. The arrival of Jorma Ollila as President and CEO, and this most strategic decision make of Nokia the world leader before the end of the decade. In 2005, Nokia sold its billionth phone.

The 18th June 2006, by the merger of Nokia’s networks business and Siemens’ carrier-related operations for fixed and mobile networks, Nokia and Siemens became Nokia Siemens Networks, a worldwide giant. This company is owned approximately 50% by each of Nokia and Siemens.

In August 2007, in India, the brand comes up against its first “crisis”. A problem on Matsushita batteries compels Nokia to bring home 46 millions of ones. This situation causes a riot and the close of all Nokia shops in the country, which are under police protection until the 19th of August.

C. The products which build the brand
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	In 1992, Nokia launches its first GSM handset, the Nokia 1011.
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	In 1994, Nokia launches the 2100, the first phone to feature the Nokia Tune.
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	In 1999, Nokia launches the world's first WAP handset, the Nokia 7110.
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	In 2002, Nokia launches its first 3G phone, the Nokia 6650.
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	In 2003, Mobile gaming goes multiplayer with the N-Gage.



	[image: image8.jpg]



	In 2005, Nokia introduces the next generation of multimedia devices, the Nokia Nseries.


D. The Nokia ID in 2006 
	




	PRESIDENT & CEO
	Olli-Pekka Kallasvuo (Chairman of Nokia’s board: Jorma Ollila)

	MARKET POSITIONNING
	World’s leading manufacturer of mobile devices                 36% share of the global device market                              World’s sixth most-valued brand

	MARKET PRESENCE
	Sales in more than 15O countries

	NOKIA’S EMPLOYEES
	68 483

	R&D
	31% of the workforce in R&D; 3,9 Billion € investment

	NET SALES
	€41,1 Billion 

	OPERATING PROFIT
	€5,5 Billion 

	PRODUCTION
	15 production facilities in 9 countries

	NOKIA EQUITY
	Introduced in 1915 at the Helsinki’s stock exchange. Nowadays, Nokia is present on stock exchange of Stockholm, London, Frankfort and New York.


E. The communication strategy

Who can forget the well-known slogan “Connecting people”? In 2007, the advertising account is about €206 million. A wide range of media is used to promote the brand: bus, consumer’s magazines, daily newspapers, expositions, conferences, radio, TV and Internet. For Nokia, the communication strategy is based on partnership with other brands and also on launching of new services.

1. The construction of a brand image

“Our vision is a world where everyone can be connected”. 
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In its whole website Nokia really insists on human needs. People are the principle icon of the website, whatever their nationality, their age. We can see family, friends, and colleagues in everyday situation. Nokia wants to be closed to its customers showing its human approach: “Our promise: We help people feel close to what matters to them.”

If we take the example of Nokia France, they choose “Le Public Système” to lead their relationship with media. An operational team of 4 persons and experts, connected to worlds important for Nokia such as entertainment, sport, fashion and design, works on Nokia brand image. 
In its advertising strategy, we can differentiate specificities:

Quality: In all its ads, Nokia insists on the qualitative aspects of the product, on its performance. In its ads, all the capacities of the product will be detailed, presenting the product like the result of a long study and process. The brand wants the high-tech aspect to become its strong point of differentiation.

Most of the time, the star is the product. Even if there is an example of an ad with the artist “Shakira”, the product remains the main character.

People don’t really have in mind an example of an ad associated with Nokia. They have examples of events and launch of new services. This may be the bad point in its communication strategy. For example, its slogan is still in English and it has been shown it could be a barrier for not English-speaking people. 

2. Nokia, creator and partner of cultural and sportive events

First, Nokia creates its own event: Nokia World 2007, “Share more. Experience more.” The aim of this event is to attract visitors from all around the industry.  With seminars, keynotes with renowned speakers and expositions, Nokia wants to share the mobility and Internet industries, in order to become more accessible and relevant to everyone. In the goal of communicating on its image, Nokia also organizes a party at the end of the event.

With the rugby world cup, Nokia purposes to each Nokia N95 new buyer the video “All Blacks in the heart of myth”. This is a concrete example of the willingness of Nokia to keep in touch with what their customers’ experience.

For the Paris Fashion Week, Nokia makes parading its 2 new mobile phones. We can highlight that again in its event, the real star is the product. 

3. Nokia, a strong communication based on music

The better example is their website NOKIA TrendsLab.com. Its ambition is to organize creative competitions, to reveal new artists and make Internet users join the experiment. The website also gives news about artists, concerts, agendas… Recently, they organized a concert, matching music and video mobility at Le Carrousel du Louvre. The trendiest groups and singers were present. Just after the event, the video was available on the website. For all people who are fans of the artists present at Le Carrousel, Nokia will be now associated as a trendy brand and will beneficiate from a strong brand image.
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In association with Virgin Mobile, for the launch of Nokia 5200 Black, Nokia offers a pack with the group “Justice”. Each new buyer of this mobile phone will receive a memory card including the group latest album. Again, remember that this group has a fabulous success at the moment.  

Nokia also created Nokia Music Store. This store is composed by a million of songs from very different artists. The concept is to give everyone the possibility to listen to music directly on his Nokia mobile phone or on his laptop. Integrated to the Nokia Ovi offer, Nokia Music store allows the customer to load and listen to the music he wants. The brand wants it to become a reflex for the customer.

4. Nokia, partner of high tech products

In the idea of strong quality and high technology, Nokia is associated to Renault to purpose the Twingo Nokia in October 2007. This car will offer a triple connectivity to target customers keen on new technologies: radio, navigation system and an option free hand for Bluetooth mobile phones.

III. Nokia’s global Strategy

Nokia is the leader on the mobile phones’ market. Indeed the company represents 33% of the mobile phones sold all around the world and 51% of the European market.

The two main markets of the company are China and India, the two biggest countries in the world. These numbers show us that Nokia had and has a well-think strategy to become a globalize company. 

This strategy has been presented by the CEO in the Nokia World 2006. 

So we will see how Nokia has managed his global strategy with the production of many different products, then we will study the R&D of the company and its diversification to understand how NOKIA has built its own success.

A. The main priorities of NOKIA: NOKIA WORLD 2006
This presentation aims at informing the shareholders and stockholders how the company would build its strategy for the year 2007, depending on the market.

The market should reach 4 billions users in 2010 for 970 millions in 2006. This growth is due to the explosion of users in Asia. Of course, to keep its leadership Nokia has to succeed in these countries. But the competitors have attacked Nokia in this area with well-designed cell phones; market where Nokia is weak.
To react to these competitors’ growth, Nokia wants to produce more well-designed phones, especially ultra-thin ones, to counter-attack Samsung and Motorola, two of the biggest five producers. The company wants also to develop the ease of use and the Internet connectivity. In fact, the CEO said “there is only one Internet and our products have created new ways to product and publish Internet data on one hand and the possibility to interact between users on the other hand”. This shows that Nokia does not want to develop the Mobile Internet but the current Internet on Mobile. This strategy would lead to a growing production of Smartphones which are the best products to surf on the Internet.

Besides the product strategy, Nokia has also developed the social networking that allows, for example, the users to share their opinions about music with the mobile software Music Recommanders. 

At last, this conference has shown the new cell phones including the GPS. This product has been just launched in the last weeks.

So, the main goal of Nokia is to transform the cell phone in “Multimedia Computers” in order to keep growing in a growing market.

But if this presentation shows principally the cell phone market, Nokia has also diversified its activities in order to reach more customers and to be present on the entire supply chain. Indeed, we can divide Nokia’s activities into three different categories:
· The mobile market,

· The business to business activities around the mobile market,
· The development of new markets based on new consumers’ way of uses.

So we will study how Nokia manages to be on these different markets and their successes and failures.

B. The cell phones activities
As we saw in the previous part, Nokia wants to transform the cell phones into Multimedia Computers.

In order to achieve this goal, the company is including more and more technological functions in order to encourage the consumer to use his phone not only to call but also to :

· Take pictures with the camera included in cell phones,

· Listen music with the MP3 players included in many Nokia products. The aim of Nokia is to become one of the competitors of Apple and its iPod.

Nokia wants the integration of new functions into the phones to be done with the best price and the best design.

Currently, the results are quite good: In 2006 first quarter, NOKIA has sold 15 million MP3 capable phones with the goal to have sold 80 millions of this kind of products by the end of 2006.

C. The business to business activities around the mobile market
Nokia has three main business to business activities.

The first one is called the Enterprise solutions and offers products and solutions to corporations and institutions.

These products and solutions can be either security infrastructure or softwares and services such as extend corporate telephone systems to work with Nokia’s mobile devices.
The second and biggest business to business activity is, of course, the Nokia and Siemens Network.

In June 2006, Nokia and Siemens AG have merged their mobile and fixed-line network equipment businesses. This merger allows Nokia Siemens Network to become one of the biggest firms in the world and to save €1.5 billion a year.

This department provides mobile network infrastructures and communications and networks services platforms.
The third activity is the newest: the advertising on mobile. In order to develop this activity, seen with a very high potential, Nokia has two mobile advertising platforms: Nokia Ad Service and Nokia Advertising gateway. To compete with AOL and Microsoft which invest this market, Nokia has just purchased Enpocket, which is a platform allowing the sell and the optimization of advertising with SMS, MMS and videos. This purchase shows the will of Nokia to be one of the actors of this emerging market.

So, we can see that Nokia is using its leadership on cell phones market to conquest other activities in B2B. This strategy is one of the keys to success all around the world and Nokia is very successful in it.

D. The development of new markets based on new consumers’ way of uses.
To keep growing on the mobile market in the next years, Nokia is developing new products, based on the new consumers’ way of uses. Most of the following activities are still emerging, so it is very hard to say if it will be a success or not.

1. LOUDEYE

To compete with Apple and its iTunes, Nokia has purchased Loudeye Corporation for $60 millions in August 2006. This company provides a music downloading platform.

The goal is simple: developing the sell of cell phones. Indeed, 40% of the downloading music incomes are from cell phones. So, being present on this market should allow Nokia to increase its sales in a close future.

2. MOSH

Mosh is the social network of Nokia. Launched in August 2007, this product has been developing by Nokia to allow customers to upload, download, and share media such as music, videos, games…

This product exists to create a differentiation with the Nokia’s competitors. If this platform is successful, the customers should be more attached to the brand and Nokia would have the monopoly on this new market.

3. The video Game with the Ngage

4 years ago, Nokia launched the NGAGE. This hybrid game console and mobile phone should have enabled Nokia to be present on a growing market: the video games. Unfortunately, Nokia has sold only 2 millions Ngage against the 6 millions foreseen. This failure is due to the lack of support from game developers. 

Still, Nokia wants to try another time with its new Ngage platform. This time, several mobile should be compatible (against only one in the first generation) with the possibility to download the games from Internet. To guarantee its success, Nokia has developed many partnerships with game developers in order to have both a credible game console and a real phone.

If the adaptation of the strategy is good to avoid the mistakes of the first version, it would be very difficult for Nokia to win market shares in this very high competitive sector. But if this product is successful, it would be very profitable for Nokia.

E. Nokia’s strategy in Business solutions

1. Nokia a major player in convergence 
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Business solutions are facing the same changes than the consumer market. They need convergence and connection to their office. It means that they can manage voice phone, data exchanges and office applications at the same time. That has been enabled by the outstanding development of the Internet and the massive use of convergence at home. Companies now want to take advantage of this, through their critical office application.

Nokia has developed a strategy in this way, through a solutions package. For instance, the recent launch of their software Intellisync Mobile Suite eighth version, illustrates Nokia’s wish to follow this trend. This platform enables users to have direct access to their office and especially e-mails, office data, CRM software, ERP, Supply Chain Management and so on.
That is an important point because gathering all those functions require unsteady devices to support any mobile exploitation systems such as Java (J2ME), Symbian UIQ, Brew or Palm OS for instance. Nokia has decided to implement these exploitation systems only on the most used mobile phones.
“We found out an opportunity to make up our late in mobility, giving the chance to professional users to cooperate, communicate and work together wherever they are, easily and at a reasonable price” declared Antti Vasara, Senior Vice-President Terminal Division at Nokia Enterprise Solutions

Competitors did not notice those changes as fast as Nokia did. That is why Korean and Taiwanese manufacturers are on the way to catch up their late in this sector by marketing their customized products for local market to a widest target. 

Nokia has faced trouble in the business solutions sector five or six years ago. This was mainly because of the harsh competition and the fact that they have taken time to invest in research and development and launch a comprehensive solution that is a step in advance compared to similar solutions on the market. That shows how important the R&D efforts are in that sector. Development of offshore activities and delocalization of the development activity will foster the biggest companies to rethink their strategy and to sustain innovation.

2. Adapted solution trough advanced technologies

Nokia has also found out that phone devices have taken a significant place in the professional market. Companies need it to be compatible with office applications and innovations regarding technologies. Therefore, Nokia has launched their High Speed Downlink Packet Access (HSDPA) solution to tackle with the next high speed generation (3G+ or 3,5G as SFR calls it). This concept is developed as a network station, set up on shelter, enabling the full interoperability between network operators and HSDPA technologies. 

The development of this new way of connection is considered as a major stake for operators worldwide. Indeed, it is about gaining the most important part of the “in-door” network traffic that enables new practices within a company. Nokia is facing a hard competition in this emerging and fast growing market. This is one of the highlights given by Robin Lindhal, Vice-President Nokia Radio Network Division: “The acceleration of 3G and HSDPA spread increase mobile applications’ use which highly consumes DATA traffic. This trend is strengthened by the “in-door” coverage which constantly develops”. 

We can notice that it perfectly shows Nokia’s wish to grow in the business solutions sector and to offer a comprehensive range of solutions for companies. Indeed, that is supposed to be an opportunity for the Finnish company to propose a horizontal offer in addition to [image: image23.emf]Mains actors on smartphone and PDA market
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its range of mobile phone dedicated to professional market (E-Series). 

Indeed, the E50, the flagship product of Nokia new range of mobile phones customized for companies has been developed to help new solutions to meet their commitment. It is a high broadband mobile phone with architecture based on Symbian environment and able to connect with a wide range of mobile mailbox solutions such as Intellisync, Black Berry Connect, Visto Mobile, Altexia and Microsoft ActiveSync. Photo camera is optional because of industrial spy …

To conclude Nokia’s strategy to combine E-Series mobile phone, Intellisync platform and unified mobile communication solutions aim at increasing the possibility for companies to reach high level of productivity and to strengthen their competitive advantage. According to Nokia, this offer will also allow operators, service providers and system integrators to maintain their subscribers’ number growth and the adoption of this new technology.

F. Nokia’s strategy regarding Research and Development 

1. Microprocessor outsourcing

The Finnish company has decided to focus on its core competencies and the strategy developed in this perspective is to outsource activities that need critical competencies on which Nokia is not a leader.

Therefore, Nokia has signed an agreement with four new partners to outsource one of the mobile phone’s most critical parts: microprocessor. Indeed, Nokia is now developing their products in partnership with Texas Instrument, Broadcom, Infineon Technologies and ST Microelectronics. Nokia’s aim is to focus on activities that have competitive advantages such as human-mobile phone interactions, content and data, connectivity…The Finnish firm also wants to benefit from innovations developed by its partners.

Nokia hopes this partnership with companies mastering state-of-the-art microprocessor technologies such as Texas Instrument, Broadcom, Infineon Technologies and ST Microelectronics will help them stay at the top of technology without funding as much as they did before. Actually, by outsourcing some parts of this activity they free up some money to invest in their core competences and the whole range of Nokia mobile phones benefits from products developed through this partnership.

However, Nokia has noticed that convergence between mobile phone and the Internet will keep increasing and people will remain very demanding on the quality content and the access speed. That is why Nokia develops by itself modems integrated to mobile phones. This technology will be shared with partners for them to figure out how better develop microprocessor compatible with that device and customized for the Finnish firm.

Niklas Savander, head of Nokia Technology Platform, considers that as a “pragmatic operation that Nokia is performing in a technologically complex environment. We think that strategy will enable us to focus on our own technologies, to increase our Research and Development efficiency and to reinforce our position on fast moving sector.”

2. Developing Secured solutions 


Another critical stake in the business solutions sector is security. Nokia has understood that convergence and development of exchanges through a mobile needs a high rate of reliability. 

In this perspective, the Finnish company has set up other partnerships with leading companies in this sector. CheckPoint and Intel are part of this agreement and the three companies will gather their skills to offer new security appliances which analyze the network traffic looking for attack signals without decreasing network performances. Nokia has developed a secured platform, the Nokia IP2450, which is an integrated appliance with a high level of reliability for firewall and VPN, protecting Companies’ IT investment.

“Nokia, CheckPoint and Intel partnership will allow a better material, exploitation system and applications integration to provide customers with higher performances at a cheapest cost. Partners and IT system companies will benefit from higher performances and interoperability which will help them focusing on high value added services and support functions” analyzed Andy Buss, Analyst at Canalys.

Nokia plans to perform CheckPoint last software on their platform. Engineering teams, from the three companies, work at using new technologies such as new ADP cards and IPSO exploitation system from Nokia to improve security level. 

Alongside that strategy, the Finnish firm has planned to organize information sessions in partnership with distributors from certain markets, especially in the EMEA area which is the fastest growing area.

3. Enlighten versatility and accompanying customers 

Finally, another aspect of Nokia’s strategy is about people who need to know how to handle all those innovations and to make it fit to their needs. Indeed, Nokia has figured out that a software platform does not fully perform in its new environment without diversified and efficient applications combined with the user ability. In order to promote its new platform, Nokia intends to launch searching portal installed as a standard on more than a million Nokia mobile phones. It will give customers the opportunity to find and install the applications they precisely need on their mobile phone. Operators such as SingTel (the biggest telecommunication group in Asia) have already set up a partnership in this program.

To conclude, we can assume that Nokia’s strategy could be analyzed as fallout of globalization. Indeed, they have strengthened their product strategy because new players coming from South Korea and Taiwan have begun to gain market shares over Nokia’s core business. Therefore, the Finnish firm has to develop its activity within new sectors such as business solutions and new products that are not mobile phones (GPS, Videogames …). 

This competition brought by deregulated market has compelled Nokia to focus on an R&D and to build up partnerships with different players, aiming at concentrating its R&D efforts on their core competences. Indeed, Nokia is gathering international resources to sustain its R&D effort. That will enable the Finnish company to provide its partners and customers with the highest rate of innovation regarding technologic solutions worldwide.

However, another key point of the Finnish firm strategy is to manage customizing products to enter new markets. Actually, Globalization is reported to bring Standardization but every market keeps its own characteristics and multinational firms have to deal with that and to adapt their products. That is the so called “Glocal” strategy.

IV. Nokia’s glocal strategy

Even though Nokia has invested a lot in innovation and R&D, we definitely have to take into account its strategy, as adapted and adopted for local markets, as a major condition for its worldwide success.


First, let’s analyze its two historic markets, Europe and the USA, which may be a bit less dynamic nowadays, but that still represent most of the company’s benefits.

Europe and the USA are still the major recipients for the company’s innovations, new products’ launch.


Then, let’s see how Nokia has dealt with Emerging Countries, and how it has decided to emphasize on these future main markets.

A. The European and American Markets
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In 2006, the USA and part of the Western Europe (Great Britain, Germany, Italy and Spain) were the Finnish company’s largest markets by net sales (€41, 10 billion, compared to €3,1 in 1992).

In the early 90’s, the American market is experiencing some slowdown, due to the early rising of the mobile phone industry. Conversely, in the late 90’s the mobile phone industry exploded in Europe. Thus, the American market may be coming to its maturity, which implies a less important growth. However, Nokia may focus its strategy on becoming active in the multimedia sector, on which the American consumption may restart.

N°1 in the mobile phone market, with about 35% of market shares, Nokia is suffering strong competition in many European countries by new mobile phones constructors, more and more influent, mostly coming from Taiwan (HTC, Quanta) or Korea (VK, Pantech, LG, Samsung).

In order to respond this threat, Nokia is reorganizing its products categorization.

1. Situation

The European market is growing fast for mobile phone companies, and Nokia, which is the leader, can take large benefit from this. Indeed, the Finnish company has sold in Europe more that 27 millions of mobile devices in 2007, 2nd quarter.

Nokia has gained many market shares, thanks to its innovation and extension policy, leading the company to a percentage of almost 37%*  against 33,7% last year.

“Our performances in the mobile market are simply great”, commented Olli-Pekka Kallasvuo.

(*Source: Nokia Financial Results Q2 2007)
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A new manager for Nokia Europe has been nominated in January 2007, Serge Ferre. His role is to represent the company and work for its best interests within the European Union. He has also been appointed to reinforce relations with the European Institutions and Industrial Federations.

2. Nokia’s Strengths & Weaknesses in the market
The Finnish company has lost the mobile phone industry 1st place in France for the first time, being surpassed by its main competitor, Samsung.

This can be explained by the recent strategy to emphasize its efforts on the emerging countries, making the historic leading markets – i.e. Europe, being a bit abandoned.

Traditional mobile phone operators also have to compete with MVNO (Mobile Virtual Network Operators) that represent about 3,5% of the mobile yearly subscriptions, experiencing a consequent growth (0,91% in March 2006, more than 300% of annual growth).

Even if Nokia and its traditional competitors keep a large majority of the market, these newcomers have a real weight on the market and represent a real threat for the Finnish company in the coming years.
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3. Specific offers
Between Europe and the USA, there is no real product adaptation, except for the “WAP” access that needs to be different regarding the portal used.

However, what can be emphasized is that Europe is often the first host for Nokia’s new products launch or innovation. Which is quite logical, considering that headquarter and the head office are in Keilaniemi, Finland.

One former attempt of specific offers was the launch of the Nokia N-Gage in France in 2003, Nokia wanted to enter the portable game console market. It did not get the success that was predicted, mostly because there were not enough games and there were conception problems.

4. Production Units

Most of the company’s production units are in Europe (Finland, Germany, Great Britain, Hungary), making the production centers closer to the headquarters and decision-makers. 

Moreover, competent and quite cheap work force can be found in Germany and Hungary. The Finnish production unit is right at the heart of the decision center.

There is no production unit in the USA, the closest one is in Mexico, because the work force and the production cost can be reduced over there, and Nokia gains advantage in delocalizing its plant.

5. Communication strategy

“Until the 1980s, Nokia was a Finnish company. In the 1980s, Nokia was a Nordic company and in 1990s it became an European company. Now, we are a global company,” said Jorma Ollila, Nokia former CEO, in 1997.

The company relies on a strong corporate culture, in order to motivate its employees, and to have a coherent brand image for its clients.

Nokia’s strategy regarding price is to make quality prevail, and with standard prices. The most pertinent example is the 3310, that was one of the company’s biggest success, being at the same time really simple, resistant and quite affordable.

However, we could say that the company is changing its strategy, creating more and more sophisticated phones, with all the latest innovations, as camera, MP3, Internet access, Bluetooth. This can be explained by the fact that Nokia has lost market shares recently in Europe, due to its lack of sophistication comparing to competitors such as Samsung or Motorola.

Regarding the slogan, “Connecting People” is used world-wide and is a real component of its success. Nokia has insisted on the phones’ ease of use. Nokia’s choice for this short catch phrase emphasizes its willing to appear dynamic, and motivating.

6. Partnerships & distribution channels

Where Nokia gains clients and make the difference is mainly thanks to its presence in every single phone store. This is linked to its strategy that the brand should come to its clients, and not the contrary.

What’s more, the company maintains really good relations with all its retailers and distributors, which ensure that Nokia’s phones will be well-exposed within the stores.

Nokia recently made an important partnership in France with the car constructor, Renault. The Finnish company will provide the new Renault Twingo with navigation systems and hands-free sets, because “navigation is a new and strongly growing market, and we search for new ways to enter it”, said Nokia spokesperson, Eija-Riitta Huovinen. (Source: Le Monde, 03.10.2007)

Another way to create added value and extend its influence, is the partnership with the TV and movies industry (CNN and Sony Pictures), in order to offer video contents on the top-of-range N95 phones. 

Previously, Nokia signed similar contracts with YouTube and Reuters. (Source: Reuters France)

The latest partnership was decided last August with Microsoft, and the implementation of Windows Live Messenger and Windows Live Hotmail on Nokia phones (type Series60 and Series40). Later the company will add a WAP version of this software, for simpler mobile phones.

7. Successes & Failures

Nokia has, since the beginning, based its strategy and success on strong and resistant mobile phones, that last long, like the famous 3310 for example. Nokia based its strategy on maybe less sophisticated devices, but really trustable, resistant and easy to use, notably with its “blue touch” where the same button can be used to call, hang up, select, send, etc.
Nokia is working on a multimedia mobile phone, to be launched in 2008, in order to concurrence Apple and the iPhone in Europe. 

The company has developed a new strategy in Europe, based on innovation, in order to find its place and be a real competitor in the multimedia market, as well as on-line downloading. Nokia CEO, Olli-Pekka Kallasvuo explained that “mobile phones were no longer sufficient. The industry is converging towards the Internet…” That’s why Nokia’s strategy is to launch in Europe a new Nokia portal, called Ovi, combining the Internet and mobility, enabling the consumer to easily transfer data from a computer to a mobile phone.

This innovation is a real test for Nokia, cause it will enables the company to gain new markets and differentiate its offer range.

B. The Emerging Countries

Worldwide, Nokia is refocusing its activity on its building trade in order to recover high competitiveness. As a result, the main activity of Nokia in Emerging Countries is focused on telecommunication products and services. Currently, the mobile phone market is very dynamic and the benefits are substantial overall in Emerging countries.

For a long time, new emerging countries have been attractive for delocalization and implantations of production units because most of companies were able to produce both cheap and competitive high added value products. Thanks to the transfer of technology and knowledge, the productivity level increased and the profits increasingly grew. Most of the production supplied overall European and American market. Nowadays, Emerging Countries do not represent only a production place but also a huge potential market. Indeed, the “old continent” and the United States markets are becoming mature and soon oversupplied, so the growth is mainly stimulated by the dynamism of emerging countries.

Indeed, according to specialists of the sector, the global wireless phone market represented 2 billions of consumers in 2005, they were 3 billions in 2006 and they will be 4 billions in 2007. For the Multi-National Companies of the OCDE countries like Motorola, Alcatel Lucent and Nokia for example, the “New economic world” is the new sinew of war. 

The strategy of Nokia on each emerging areas is both Global and Glocal. Global because on each market, Nokia is avant-gardist, a precursor, a value creator by providing increasingly more technological solutions without sub-estimated aesthetics and simplicity of use. Glocal because Nokia sends worldwide Mobile phones; multimedia services and services to professional under a unique brand but the company does not sell the same product and services on each area. Indeed, Nokia adapts its product offer to the local markets by taking under account not only the cultural and ethnical specificities but also the structure of the market. Obviously, the company organization, the R&D investments, the marketing tactics are skillfully combined to reach the main objectives of Nokia: Provide competitive products which fits to the local market in order to gain market shares and reach a high level profit.

The wireless phone and multimedia “New World” in Emerging Countries is mainly represented by 5 areas: China, India, Middle East – Africa, South America and Russia. Given that each new market is very specific, it must be interesting to analyze the strategy of Nokia in each area.

1. The Indian Market

The Indian and Chinese markets are very different from the European ones. In Europe, Nokia’s clients are the operators. Operators sell to consumers a package made up of a mobile phone subscription, a Mobile phone and various services. Consumers can buy only a Mobile Phone and chose the operator but the price of the terminal without specific subscription is very expensive. As a result the operators are the distributors of Nokia. Conversely, in India and China, consumers buy Mobile Phone in stores and can choose after the operator. So the clients of Nokia are directly retailers and the strategy is above all to optimize relationships with distributors and be present on the four corners of the country. 

Nokia is very successful on the Indian market and has become the number one. 

The strength of Nokia is its ability to analyze the economic environment and driving technological watching. Then, the Nokia brand has been very sensitive to consumers’ expectations.

India is very attractive for Foreign Direct Investment because the financial system is stable; the bank system efficient, the labor market provides both cheap manpower and skilled laborers. The Indian Government ensures the High added value positioning of the country, as a result the so called “Indian Silicon Valley” has attracted companies like Microsoft and, as a result, informatics sub-contractors. The costs of R&D are 50% less expansive in India than in Europe. In brief, India economic, technological and financial environments allow competitiveness and productivity and Nokia has comprehended the Indian potential since the 90’s.

Set in India since 1994 as soon as the Indian government opened up the telecom market in order to private companies included foreign manufacturers, Nokia has been a precursor. Nowadays, the keenness of growth makes of India an attractive country. Nokia sets up a production unit in Indian and R&D department to supply both the neighbor markets and the local market. As a result, transaction costs have been cut and proximity with the market enables the company to fit with the demand and anticipate the new trend. Progressively, India is becoming not only a mean to reduce cost and to provide high value product to the neighbor markets but also a huge potential market. The production unit supplies the Indian Market now. To reinforce its leading position, Siemens and Nokia merged to create the Nokia Siemens Network in 2006. Then in March 2006, Nokia launches the Nokia Telecom Park based in Sriperumbudur to gather 7 components suppliers. Nokia can better manage both the quality of the components and the supply delays.

Nokia entered only the wireless mobile phone segment while its competitors diversified their business. Nevertheless, the company holds a broaden and reliable Mobile Phone portfolio and a well developed fixed network infrastructure solutions. In 2007, Nokia is still the leader on the 2G Indian market. The company holds more than 70% of the market shares of the GSM cell phone market.

The majority of the population is under 25 years old and a new substantial social class of trendy, young and rich people appears in India. So, India is not only a market of cheap Mobile Phone but also a potential market for high technology offers. So, in 2006, Nokia launched the Smartphone in India. India was the second country after the US where this phone has been launched. By providing this new product, Nokia tries to enter the business branch too. Specialist of the Mobile Phone market, Nokia adapted its offer to the market by supplying Mobile phone with 7 regional languages, the Indian Hymn added to the “rings” selection list and some specific gadgets like “flashlight” and “torch”. Nokia was the first manufacturer to venture to supply colored phone on the Indian “grey Mobile phone” market.

First, Nokia delivers Mobile phone via the most efficient retailer in India, HCL. Then the Finnish manufacturer develops its own distribution network. The technological environment is favorable to high tech Mobile phones; Nokia launches across the country the “Concept shop” where Nokia communicates on its hardware and software technologies directly to the consumers. Nokia agencies are located in 2000 countries and the company benefit from 300 000 retail outlets cross the country, twice more than its competitors.

Currently, the main objective of the company is to participate to the development of wireless network.

As Nokia done for the 2G, Nokia wants to create its own opportunity by playing a role in the development of the 3G network by cooperating with the main Indian operator: Bharti. Nevertheless, the 3G market is very different from the 2G because competitors like Ericsson play a part too in the development of the new network.

Nevertheless, in 2007, a weakness in the quality strategy detracted the Nokia brand image. Indeed, Nokia faced a huge consumer crisis. According to the newspaper “New Dehli Correspondance”, the brand image of Nokia has been strongly hit when the manufacturer has had to recall 46 million of batteries because they overheated. Several consumers were concerned by the potential risk of explosion. Nokia wanted to reassure consumers with a transparent communication: “the risk of explosion is very scarce”. Nevertheless, real fear seizes consumers. This burning issue highlights a weakness in the Nokia production system; the production process must be checked to ensure a high level quality in the future.

2. The Chinese Market

Nokia has not only gained the Indian market, the company is very successful in China too. Since the nineties, China is in the heart of Nokia growth strategy, like India. China represents 11% of the global turnover of Nokia and this part will potentially increase with the growth of the market. In 2007, China is still the number one of the Mobile phones market with 440 millions of subscribers. The Chinese market is highly competitive: Motorola, Alcatel Lucent and Nokia and Siemens strongly compete to gain market shares and impose their supremacies. In 2005, Nokia held 30% of the market shares. 

Nokia and Motorola benefited from the weaknesses of Chinese manufacturers on the 2G network to master the Mobile phone market. As a result, it was difficult to foreign and local manufacturers to compete with the 2 giants to penetrate the market and gain market shares. Nokia has been very competitive and aggressive by offering low price Mobile phones. Nokia gained market shares thanks to this strategy. But the strength of Nokia is not only based on the price but also on its ability to adapt its offer to the local market. Nokia has adapted its offer to the specific consumers’ expectations: languages and specific applications. The communication campaigns of Nokia are very efficient because they are both creative and well targeted. For example, on September 2007, for the Chinese “Moon Celebration” Nokia offered to its reliable consumers traditional cakes shaped as a wireless phone. The communication campaign results very efficient. Nokia has proved once again that the company is closed to the habits of its consumers.

By developing its distribution channel, the company ensures an efficient distribution of its products cross the country.

According to its strategy of “opportunity creation”, Nokia is forecasting to extend the 2G network by signing a contract with the Chinese operator number 1, China Mobile. The GSM network will be extended to 11 cities which represent 12 millions of subscribers.  According to its abiding technological watching, Nokia has signed an exclusive partnership with the EDGE network, a subsidy of China Mobil, Henan MCC. Henan MCC operator provides high speed, high quality of network coverage and “interactive data” both in cities and country sides. The Nokia brand image has been reinforced with consumers thanks to this alliance. Indeed the General Manager of Henan MCC declared “The stability, reliability and cost-effectiveness of Nokia Siemens Networks’ network systems will allow us to provide our more than 27 million customers […] whether it is in GSM voice communications.” As a result, Nokia is becoming the leader on the EDGE network (2.75G) by providing telephone terminals to this operator.  

Nokia is pretty much active in the R&D in China. According to its communication department, in 2001, Nokia sign an agreement with the Zhejiang Provincial Government of China to set up an area in order to launch researches on technological platform for the 3G network. To reinforce its strategy, Nokia has set up 2 research centers and drove 8 joint ventures.  

Nevertheless, in 2007, a new threat appears on the Chinese market. According to the government decision, the foreign manufacturers of Mobil phone obtained only one third of the 3G TD-SCDM network development contract while the local manufacturers ZTE and Datang Telecom Technology share two third of the contract. In 2008, the sinew of war will be the 3G offer. This competitive advantage of local manufacturer may be detrimental to the Nokia supremacy. The 3G and the IP Network will be the main stakes of Nokia in China in the next few years.

3. The Middle East & African markets



Then, in the Middle East and in Africa, Nokia is also a precursor. Most of the main global manufacturers are not attracted by this area because margins are low. The teams of Nokia have quickly understood that the “future” consumer will be on this area. Specialists claim that soon one quarter of the consumers will be in Middle East and Africa. According to the Vice president of the Middle East & Africa area, Dr Walid, “The growth rate of Mobile phone subscription is the highest of the world.”

Nokia has begun a long term strategy: developing the local market. 

In 1993, Nokia set up the first GSM network in Iran. Nokia became the leader in the area. In 2005, Nokia opened an agency in Tunis, in 2007 the local direction was set in Dubai and several agencies have been opened in Morocco, South Africa and in Congo. Thanks to this implantation strategy, Nokia expects increasing its sales thanks to the substantial development of the telecom access in the area. Nokia is set in 12 countries and covers 69 markets in the area.

According to its Glocal strategy, the main objective of Nokia is to be close to the local markets in order to meet consumers’ expectations by understanding the standards of living, the cultures and habits of its consumers. This proximity enables the company to provide better before- and after-sale services to the Nokia consumers. Every product sold in the Middle East & Africa market meets the same quality and technological standards as the worldwide products. But, the products are adapted to the local need. For example, non occidental calendars, Islamic applications, local languages, and Arabian keypad applications specifics to the Ramadan are proposed. 

Some products are specific to the African market according to the level of telecom development. Moreover, the price is adapted to the purchasing power in the country; as a result a Mobile phone sold worldwide can be twice cheaper in Africa. Moreover, products are adapted to the climatic conditions of the countries. The product portfolio of Nokia in this area covers the lower range, the middle range and the high range.  


Nokia takes part in the socio-economic development in Africa and North Africa thanks to its corporative social duty department. This department is in charge of work on teen development project and promoting education with local partners in South Africa, Nigeria, Morocco, Egypt, Senegal and United Emirate. This program enables the development of the wireless telephony Mobile in country sides. The wireless telephony and social development are strongly linked.

Nokia is developing its “high technology” offer to the professionals and privates in this area. Indeed, in the United Emirates the « Nokia N90 Communicator » technology is successful and the “Nokia Intellisync Wireless email” is available this year. This new solution provides the data processing and secured internet access. 

This commercial strategy is supporting by an industrial strategy. In 2007, Nokia set a cell phone plant in Romania. The competitiveness and the productivity of this country attract increasingly more Multi-National Companies. The labor cost is cheap, fiscal laws are transparent and infrastructures are developed. The industrial sector is well developed and the skilled manpower is abundant and cheap. This factory will enable Nokia to supply expansion of the demand in the Middle East and Africa area. A so-called “ecosystem” will be created on the model of India in order to ensure a control on the quality and the supplying delays of sub contractors. The set up of this manufactory is not a delocalization. The transaction cost to the Middle East & Africa will be cut. Thanks to this strategy, Nokia will be able to meet its objective: yield profit and satisfied its shareholders.

4. The South America Market

The wireless telephony market in South America contributes to the dynamism of the global market. According to the president of Nokia, Olli-Pekka Kallasvuo, by 2009, the Mobile phone market will reach 125 millions of consumers in America Latina. The more dynamic countries are Argentina, Brazil and Mexico. In 2005, Mr. Kallasyo announced that the main stakes of Nokia on this market will be developing the use of Mobile Phones, encouraging the multimedia development and providing mobility solutions to professionals.
Already in 2004, Nokia launched a huge communication campaign to boost cell phones with multimedia services sales. This campaign was based on music, dance and special events. The communication strategy of Nokia was to link its campaign with the deep rooted music and dance codes of the South America culture. This campaign targeted young people who were very attracted by new multimedia offers music, videos, photos etc… This event so-called “Nokia Trends” was successful and Nokia promoted the new Nokia offers and its technological platform.

In 2005, Nokia signed a partnership with EMI, the main music provider in South America, in order to provide to consumers a new service: consumers can buy and download music in internet directly on their Mobile phones.

In South America, Nokia adapts its offers to the local consumers’ expectations: first, the major parts of consumers are interested in Mobile Phone which are small, good quality and not expensive. A growing part of consumers are interested in the multimedia services provided by telephones like music, games etc… Nokia provides a large product range in order to fit to each segment of the market. As a result, in 2005 Nokia launched 11 new Mobile Phones.

A production unit in Mexico enables to provide the whole market on the American continent. Transactions costs and production costs are reduced as a result margins are increased.

5. The Russian Market

In Russia, Nokia is developing its activity in Russia and Eastern Countries after the collapse of the soviet system. The strategy of Nokia is mainly based on the development of partnership with local wireless mobile phone operators to develop the telecom network and the high speed network to seize its leadership.

In 2004, thanks to its partnership with the main Russian operator TeleSystems OJSC (MTS) for developing MMS services, Nokia participated to the market development and the value creation in Russia. Thanks to this partnership, Nokia ensures a competitive advantage on this segment.

In 2007, Nokia Siemens sign a partnership with MGTS to develop the High speed in Russia to offer Internet services. The project will end in 2011.

The strategy of Nokia in these Emerging Countries on the 2G and 2.5G segments is based on developing relationship with local operators, improving distribution channels and offering products adapted to the local market. These marketing and logistic strategies relied on industrial and technological (R&D) strategies. 

The new challenge of Nokia in emerging markets is the 3G segment. On the one hand, the market rules will change with this new technology because local competitors are appearing on the market and may be privileged by the government or local operators. On the other hand, the 3G may allow Nokia to develop with success its business branch in Emerging countries. 

Conclusion

To conclude, we can say that Nokia remains the leading company in a very competitive environment. Its 35% market share enables Nokia to lead the market and to stay a step in advance regarding innovation and product launch. Their R&D effort is sustained by the profit they make in customer market. However, they have just moved from mastering the whole value chain to outsource part of the most critical devices such as microprocessor. R&D strategy changes have been fostered by emerging market and milestone in the mobile phone new technologies such as convergence in both the customer and the professional market. Nokia may be considered as a typical example of what should be a global strategy, taking into account new issues coming from emerging countries and changes in mature market such as Europe and the USA. The International resources gathering, customization of their products to local markets and strategy set up regarding R&D and product launch may be some of the reasons why the Finnish firm is succeeding in keeping its leadership. Nokia development of its global manufacturing network is increasing its competitiveness and ensuring efficient logistics services.

However, Nokia has not only taken good orientations in its strategy. Indeed, even though Nokia is innovating in its products strategy by widening its range of products to videogames and navigation systems, it has faced trouble diversifying its products. Indeed, those emerging markets require specific expertise and the fact that Nokia is getting in is not a proof that they will succeed, for example, the video games diversification has been a failure.

Finally, Nokia is a global company with global stakes declined at a local level in order to better meet consumers’ needs and to adapt its offers to each market’s maturity. 
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