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PREFACE 

In the coming years the world will be undergoing a major structural trans- 
formation as the size, composition, and geographic distribution of industry 
changes under the influence of: 

o increases in factor prices: energy, labor; 

o depletion of resources: minerals, cheap liquid fuels; 

o changes in technology: microelectronics, biotechnology; 

o industrialization of the LDCs. 

The already-industrialized nations, whose industrial structure was shaped by 
relatively inexpensive energy and easy ac.cess to resources, will find certain 
sectors losing competitiveness to newly-industrialized nations with access to 
similar technologies and cheaper labor. The newly-industrializing nations will 
strive to increase their portion of the global industrial pie, while the indus- 
trialized nations will compete with each other to preserve their shares. At 
the same time, population increase and economic development will place new 
demands both for employment and for goods on the industrial system. 

At the national level, this transformation will affect economic growth, 
employment, regional development, balance of payments, R & D, and many other 
sensitive constituents of national well-being. For the small economies that 
have a relatively large foreign trade sector, the transformation can be trau- 
matic. Even the large, autarkic economies will face substantial challenges. 

IIASA is now beginning an exploration of the role that it might play in 
analyzing and improving understanding of the global and national issues arising 
from this transformation of the international industrial structure. One part 
of the exploration has been the commissioning of a series of papers by outside 
specialists. 

A central question for all nations in the face of the industrial trans- 
formation is: what strategy should be followed to maximize the prospects of 

iii 



national well-being, given the anticipated changes? The first paper in the 
series addresses this question for a nation with a small, open economy: 
Finland. Its author, Professor Jaakko Honko, is Rector of the Helsinki School 
of Economics, and a member of the Advisory Committee to the Institute's Manage- 
ment and Technology Area. The paper is an English summary of his book recently 
published in Finland. 

Roger Levien 
Director 
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INTRODUCTION 

The p r e s e n t  a r t i c l e  i s  i n  t h e  main a  summary o f  t h e  a u t h o r ' s  
book Suomalainen t a l o u s r o o l i  (The F i n n i s h  Economic Role)  pub- 
l i s h e d  i n  e a r l y  1979. The book is  based p a r t l y  on t h e  a u t h o r ' s  
obse rva t i ons ,  expe r i ence  and d i s c u s s i o n s ,  p a r t l y  on v a r i o u s  
s t u d i e s ,  b u t  a l s o  i n  p a r t i c u l a r  on t h e  a u t h o r ' s  p e r s o n a l  views 
o f  how a  F i n n i s h  i n d u s t r i a l  and economic s t r a t e g y  cou ld  be 
developed.  Bes ides t h e  macroeconomic v iewpoin ts ,  t h e  a u t h o r  
has  made u s e  o f  t h e  i d e a s  of s t r a t e g i c  b u s i n e s s  p lann ing  and 
s t r a t e g i c  management. 

The aim i s  t o  o u t l i n e  an i n d u s t r i a l  s t r a t e q y  f o r  F in land  and 
p a r t l y  a  new r o l e  f o r  t h e  coun t ry  i n  t h e  w6;ld economy. I n  
deve lop ing t h i s  s t r a t e g y ,  i n t e r n a t i o n a l  changes and t h e i r  
e f f e c t s  on t h e  F inn i sh  economy have been taken  i n t o  account  
t o g e t h e r  w i t h  t h e  new s i t u a t i o n  c r e a t e d  by t h e s e  o u t s i d e  changes. 

But on t h e  o t h e r  hand t h e  s t r a t e g y  i s  based on t h e  i d e a  t h a t  t h e  
F inns  themselves cou ld ,  th rough t h e i r  own a c t i v e  measures and 
through coopera t ion ,  s y s t e m a t i c a l l y  b u i l d  up an economy t h a t  
would s e c u r e  t h e  con t inuous  development o f  t h e  s o c i e t y  a s  a  
whole, and would remove many s e v e r e  problems, i n c l u d i n g  un- 
employment. 



P a s t  economic development 

S ince  World War I1 it has  been p o s s i b l e  t o  b u i l d  up F inn ish 
economic growth based on f a c t o r s  which inc lude :  

- Inc reased  use of f o r e s t  resources .  F i n l a n d ' s  t o t a l  a r e a  
i s  337,000 square  k i l ome t res ,  of  which 217,000 square  
k i l ome t res  i s  f o r e s t e d .  

- Labour r e s e r v e s  f r e e d  from a g r i c u l t u r e .  I n  1948 t h e  pro- 
p o r t i o n  of  t h e  t o t a l  l abour  f o r c e  i n  a g r i c u l t u r e  was 43.9%; 
by 1978 it had dropped t o  10.0%. 

- Adoption of  a v a i l a b l e  imported techno log i ca l  know-how a s  
such. 

- Mass p roduc t ion  o f  c e r t a i n  p roduc ts  w i t h  low value-added. 
Examples a r e  raw i r o n  and pulp.  

- P a r t i a l l y  p r o t e c t e d  markets.  

- R e l a t i v e l y  h igh c a p i t a l  fo rmat ion.  The f i x e d  c a p i t a l  forma- 
t i o n  i n  F in land  has  been very h igh - e.g .  i n  1975 it was 
31.0% o f  GDP. 

These f a c t o r s  have been impor tan t  i n  t h e  decades fo l low ing  
World War 11, b u t  t h e i r  e f f e c t  has a l ready  p a r t l y  ceased o r  i s  
ceas ing.  The F inn ish  economic development can no longer  b u i l d  
on them t o  any s i g n i f i c a n t  e x t e n t  i n  t h e  f u t u r e .  

P r e v a i l i n g  problems 

Among F i n l a n d ' s  most impor tan t  economic problems may be mentioned: 

- The slow-down i n  economic growth. I n  t h e  pe r i od  1975-77 
t h e r e  was v i r t u a l l y  no growth i n  t h e  GNP a t  a l l .  I n  1978 
t h e  growth i n  t h e  GNP was 1 . 4 % .  Although t h e  growth i n  19-79 
w i l l  probably be  about  7 % ,  f u t u r e  growth i s  expected t o  be 
apprec iab ly  s lower  than  i n  t h e  1960 's  and a t  t h e  beg inn ing 
of t h e  1970 's .  

- Large f l u c t u a t i o n s  and c y c l i c a l  s e n s i t i v i t y  i n  economic 
a c t i v i t y .  Because t h e  s t r u c t u r e  o f  t h e  F inn ish  economy i s  
s t i l l  r a t h e r  one-s ided,  and because F inn ish  companies a r e  
marginal  s u p p l i e r s  of some bu lk  p roduc ts ,  c y c l i c a l  f l u c t u a -  
t i o n s  i n  t h e  economy a r e  sha rp  (see t h e  prev ious p o i n t ) .  

- Unemployment. I n  January  1978 t h e  number o f  unemployed was 
almost  200,000, i .e .  9% o f  t h e  l abou r  f o r c e .  I n  January  1979 
t h e  f i g u r e  was abou t  t h e  same. By October 1979 t h e  s i t u a t i o n  
had improved, b u t  t h e  number o f  unemployed was s t i l l  126,000, 
5.6% o f  t h e  l abou r  f o r c e .  Unemployment is expected t o  con- 
t i n u e  t o  be  a  d i f f i c u l t  problem i n  t h e  f u t u r e .  

- The p r o f i t a b i l i t y  and f i n a n c i a l  s t r u c t u r e  o f  e n t e r p r i s e s .  
Th is  has  been unfavourab le ,  e s p e c i a l l y  i n  t h e  l a t t e r  p a r t  
o f  t h e  1970 's .  I n  1973, company income a f t e r  i n t e r e s t  and 
t a x e s  b u t  be fo re  d e p r e c i a t i o n ,  was a  modest 9.2% o f  debt ;  
i n  1974 t h e  p ropo r t i on  was 1 2 . 1 % .  But t h e  f i g u r e s  f o r  



1975-77 w e r e  d i s t i n c t l y  lower.  In  s p i t e  o f  improvement, 
i n  1978 and 1979, t h e  long-range f o r e c a s t s  f o r  p r o f i t -  
a b i l i t y  and f i n a n c i a l  s t r u c t u r e  a r e  unfavourab le .  

- The ba lance  o f  t r a d e  and of payments on c u r r e n t  account .  
The F inn i sh  ba lance  o f  t r a d e  i n  t h e  1970 's  h a s  g e n e r a l l y  
been s t r o n g l y  i n  d e f i c i t .  The y e a r s  1977 and 1978 w e r e  
excep t i ona l ;  because o f  very  low investment  t h e  ba lance  
o f  t r a d e  and o f  c u r r e n t  account  showed a  s l i g h t  s u r p l u s .  
But i n  1979 bo th  a r e  l i k e l y  t o  show a  d e f i c i t  aga in .  

These p o i n t s  shou ld  be  s u f f i c i e n t  t o  show t h a t  t h e  problems 
o f  t h e  F inn i sh  economy a r e  i n c r e a s i n g  when compared w i t h  t h e  
1960 ' s  and t h e  beg inn ing o f  t h e  1970 's .  To a  c o n s i d e r a b l e  
e x t e n t  t hey  r e f l e c t  t h e  v i t a l l y  impor tan t  phenomenon i n  t h e  
economy, i .e. t h e  development o f  i n t e r n a t i o n a l  compet i t i veness  
and t h e  d i f f i c u l t i e s  t h a t  F in l and  i s  l i k e l y  t o  m e e t  i n  t h i s  
r e s p e c t .  

There have been some s l i g h t l y  f avou rab le  f a c t o r s ,  such a s  t h e  
somewhat s lower  r a t e  o f  i n f l a t i o n  (7.6% i n  1978 and about  88 
i n  1979 accord ing  t o  t h e  consumer p r i c e  i n d e x ) .  These a r e  n o t ,  
however, s u f f i c i e n t  t o  a l t e r  t h e  g e n e r a l  p i c t u r e  o f  t h e  prob le-  
m a t i c a l  development f o r  F i n l a n d ' s  a b i l i t y  t o  compete on t h e  
i n t e r n a t i o n a l  market .  

N e w  t h r e a t s  

I n  o r d e r  t o  b u i l d  up an i n d u s t r i a l  s t r a t e g y  t h a t  would h e l p  t o  
improve t h e  c o u n t r y ' s  ( F i n l a n d ' s )  i n t e r n a t i o n a l  compe t i t i veness ,  
i t i s  necessary  i n  t h e  f i r s t  p l a c e  t o  ana lyze  t h e  f a c t o r s ,  and 
i n  p a r t i c u l a r  t h e  changes i n  t h e  wor ld  economy t h a t  d i r e c t l y  
a f f e c t  t h e  F inn i sh  economy. 

The impor tan t  g e n e r a l  f a c t o r  on a  wor ld s c a l e  i s  t h e  s w e l l i n g  
p r e s s u r e  from many c o u n t r i e s  t o  g e t  a  cons ide rab l y  h i g h e r  s tand-  
a r d  o f  l i v i n g  and t o  ach ieve  a  "new d e a l "  i n  t h e  wor ld  economy. 

The most impor tan t  f a c t o r s  t h a t  d i r e c t l y  t h r e a t e n  t h e  F inn i sh  
economy may be  grouped a s  fo l lows :  

- t h e  low c o s t s  of  raw m a t e r i a l s  and/or  l abou r  i n  some com- 
p e t i t o r  c o u n t r i e s  

- t h e  i n c r e a s i n g  need f o r  g i a n t  c a p i t a l  i nves tments  

- t h e  i n c r e a s i n g  need f o r  enormous human resou rces  

- t h e  p r e s s u r e  on t h e  marg ina l  s u p p l i e r  

I t  can be  seen  i n  t h e  wor ld  econorny t h a t  some i n d u s t r i e s  a r e  
be ing  faced  w i th  a  new s i t u a t i o n .  Th is  i s  p a r t l y  because some 
newly i n d u s t r i a l i z e d  c o u n t r i e s  a r e  i n  many c a s e s  becoming power- 
f u l  compet i to rs  o f  t h e  i n d u s t r i a l i z e d  c o u n t r i e s .  

The f o r e s t  i n d u s t r y  i s  very impor tan t  t o  F in land .  Its s h a r e  o f  
t o t a l  e x p o r t s  i n  1978, f o r  example, was 42.7%. The F inn i sh  f o r e s t  



i n d u s t r y  s u  
c o s t s .  The 
l i k e  B r a z i l  

f f e r s  p a r t i c u l a r l y  from t h e  problem o f  raw m a t e r i a l  
f o r e s t  i n d u s t r y  has  now t o  compete w i t h  c o u n t r i e s  
, where t h e  f a c t o r y  p r i c e  o f  wood may b e  o n l y  40-50% 

o f  t h e  F inn i sh  p r i c e .  The e x p l o i t i n g  of  t r o p i c a l  f o r e s t s  poses  
a t h r e a t  t o  t h e  F i n n i s h  f o r e s t  i n d u s t r y ,  e s p e c i a l l y  i n  t h e  
manufacture o f  bu lk  p roduc t s .  

I n  a d d i t i o n  t h e  Un i ted  S t a t e s  and Canada, whose raw m a t e r i a l  
p r i c e s  a r e  a l s o  on l y  about  50% o f  F i n l a n d ' s ,  have t o  an i n c r e a s -  
i n g  degree  become compe t i t o r s  i n  t h e  mass p roduc t i on  o f  some 
f o r e s t  i n d u s t r y  p roduc t s .  

Again, t h e  low l a b o u r  c o s t s  o f  c e r t a i n  c o u n t r i e s  cause  d i f f i -  
c u l t i e s  f o r  F i nn i sh  f i r m s  i n  i n t e r n a t i o n a l  compet i t i on .  Some 
o f  t h e  newly i n d u s t r i a l i z e d  c o u n t r i e s ,  where t h e  wage l e v e l  i s  
one f i f t h  t o  one t h i r d  o f  F i n l a n d ' s ,  have become a t h r e a t  a s  
manu fac tu re rs  o f  p roduc t s  i n ,  f o r  example, t h e  mechan ica l  eng i -  
n e e r i n g  i n d u s t r y  and t h e  t e x t i l e  i n d u s t r y .  I t  i s  n e i t h e r  p o s s i b l e  
n o r  f e a s i b l e  f o r  F i nn i sh  companies t o  a t t e n p t  t o  compete i n  t h e  
p roduc t i on  o f  some bu lk  p roduc t s  f o r  wor ld t r a d e  w i t h  t h e s e  
c o u n t r i e s .  

The s i z e  o f  c a p i t a l  i nves tments  i s  a l s o  becoming a problem f o r  
t h e  F inn i sh  economy. The endeavour t o  minimize u n i t  c o s t s  th rouqh - - 
economies o f  s c a l e  h a s  i n c r e a s i n g l y  l e d  t o  t h e  b u i l d i n g  of  ve ry  
l a r g e  p l a n t s .  The amount o f  c a p i t a l  r s q u i r e d  by some i n d u s t r i e s  
t o  b u i l d  compe t i t i ve  p l a n t  may run  t o  b i l l i o n s  o f  d o l l a r s .  F in-  
l a n d  has  on l y  q u i t e  l i m i t e d  scope f o r  b u i l d i n g  p l a n t s  on t h i s  
s c a l e .  

The growing need f o r  human r e s o u r c e s  must a l s o  b e  t aken  i n t o  
account .  I f  t h e  demand f o r  c e r t a i n  p roduc t s  is l a r g e  i n  t h e  
wor ld economy, t h e  b i g  i n d u s t r i a l  c o u n t r i e s  and t h e i r  b i g  e n t e r -  
p r i s e s  can spend such enormous sums on r e s e a r c h  and development 
t h a t  n o t  even F in l and  a s  an e n t i r e t y  cou ld  c o n c e n t r a t e  such a 
volume o f  human resou rces .  S i n c e  t h e  s i g n i f i c a n c e  o f  t h e  know- 
ledge  i n p u t  i s  c o n s t a n t l y  growing, t h i s  means t h a t  a s m a l l  
coun t r y  and i t s  e n t e r p r i s e s  w i l l  have d i f f i c u l t y  i n  competing 
on t h e  wor ld market  a s  a manufac turer  o f  p roduc t s  which r e q u i r e  
a very  b i g  r e s e a r c h  and development i n p u t .  

A s  has  a l r e a d y  been s a i d ,  t h e  f a c t  t h a t  i n  some i n d u s t r i e s  F inn i sh  
companies a r e ,  because o f  t h e i r  sma l l  s i z e ,  o n l y  marg ina l  pro-  
duce rs  w i t h  a very  l i m i t e d  i n f l u e n c e  on t h e  market ,  a l s o  c r e a t e s  
a problem f o r  t h e  F inn i sh  economy. I n  such c a s e s  t h e  companies 
must a l s o  c o n t e n t  themselves w i t h  marg ina l  p r i c e s  and a r e  sus -  
c e p t i b l e  t o  t h e  b i g  c y c l i c a l  f l u c t u a t i o n s  a l r e a d y  r e f e r r e d  t o .  

From what has  been s a i d  above i t can b e  concluded t h a t  F i nn i sh  
e n t e r p r i s e s ,  when c o n t i n u i n g  t h e i r  t r a d i t i o n a l  a c t i v i t i e s ,  w i l l  
f a c e  i n c r e a s i n g  d i f f i c u l t i e s  i n  t h e  i n t e r n a t i o n a l  compet i t i on .  
They a r e  a b l e  less and less t o  compete s u c c e s s f u l l y  i n  mass pro-  
duc t i on  o f  t h e  "b i g "  a r t i c l e s  o f  wor ld  t r a d e ,  i f  t h e r e  a r e  no 
s p e c i a l l y  f avou rab le  f a c t o r s .  



Conclusions must be  drawn from t h e  changed and changing s i t u a t i o n ,  
and an i n d u s t r i a l  s t r a t e g y  and a new F inn i sh  i n d u s t r i a l  r o l e  
shou ld  be developed t o  match t h e  changed and changing i n t e r -  
n a t i o n a l  c i r cumstances .  

New o ~ ~ o r t u n i t i e s  

I n  deve lop ing a F inn i sh  i n d u s t r i a l  s t r a t e g y ,  o p p o r t u n i t i e s  re- 
q u i r e  a t t e n t i o n  a s  w e l l  a s  t h r e a t s .  W e  can even ask  whether  an 
appa ren t  t h r e a t  can be cons ide red  a s  a new oppo r tun i t y .  I t  i s  
obvious t h a t  a s ,  f o r  example, some Fa r  E a s t e r n  c o u n t r i e s  and 
B r a z i l  become a t h r e a t  t o  F inn i sh  i n d u s t r y ,  t h o s e  c o u n t r i e s  may, 
w i t h  t h e  rise i n  t h e i r  s t a n d a r d  o f  l i v i n g  and t h e  i n c r e a s e  i n  
demand, o f f e r  new markets  f o r  t h e  e x p o r t  o f  F inn i sh  p roduc ts .  
But t h i s  p r o c e s s  of development t a k e s  t i m e .  

Among t h e  o p p o r t u n i t i e s ,  s p e c i a l  a t t e n t i o n  shou ld  be  g i ven  t o  
t h e  huge s h i f t s  o f  pu rchas inq  power t h a t  have occu r red  on an 
i n t e r n a t i o n a l  s c a l e .  An example o f  t h i s  i s  t h e  rise i n  t h e  p r i c e  
o f  o i l  and t h e  consequent  s h i f t  i n  purchas ing  power t o  t h e  ad- 
vantage o f  t h e  OPEC c o u n t r i e s .  But o t h e r  s h i f t s  r e q u i r e  a t t e n -  
t i o n  a l s o ,  and new o p p o r t u n i t i e s  shou ld  be u t i l i z e d .  

I n  deve lop ing  an i n d u s t r i a l  s t r a t e g y  w e  shou ld  a l s o  ask  our-  
s e l v e s  whether  changes i n  needs can b e  observed w i t h i n  va r i ous  
c o u n t r i e s ,  caus ing  s h i f t s  towards demand f o r  c e r t a i n  p roduc ts  
o r  s e r v i c e s  (e. g. t h e  need f o r  s e c u r i t y )  . S ince  t h e  economic 
growth i n  t h e  wor ld  w i l l  a p p a r e n t l y  proceed r a t h e r  s lowly ,  and 
t h e  q u a l i t a t i v e  growth w i l l  become impor tan t  p a r t i c u l a r l y  i n  
t h e  i n d u s t r i a l i z e d  c o u n t r i e s ,  t h e r e  w i l l  probably  be s h i f t s  i n  
demand towards c e r t a i n  s e r v i c e s  (e.g.  e d u c a t i o n a l  and h e a l t h  
c a r e  s e r v i c e s )  . 
The s h a r e  o f  F inn i sh  f o r e i g n  t r a d e  i n  t h e  GNP is c o n s i d e r a b l e  
( 3 0 . 7 % ) .  For  t h i s  reason  a l l  t h e  development t r e n d s  and oppor- 
t u n i t i e s  t o  be  a n t i c i p a t e d  i n  t h e  westerc market economy c o u n t r i e s ,  
t h e  CMEA c o u n t r i e s ,  t h e  OPEC c o u n t r i e s ,  t h e  deve lop inq c o u n t r i e s ,  
e tc  must be  t aken  i n t o  account .  Even r e l a t i v e l y  sma l l -marg ina l  
changes i n  t h e  wor ld  economy can p l a y  an impo r tan t  r o l e  from t h e  
v iewpoin t  o f  a s m a l l  count ry .  

Foundat ions o f  t h e  s t r a t e g y :  comparat ive  advantaqes 

A F inn i sh  i n d u s t r i a l  s t r a t e g y  can b e  b u i l t  on t h e  comparat ive  
advantages t h a t  F i n l a n d  and i t s  e n t e r p r i s e s  have v is -a -v is  
o t h e r  c o u n t r i e s .  These comparat ive advantages may i nc lude :  

- n a t u r a l  r e s o u r c e s  

- l o c a t i o n  

- r e l a t i o n s  

- knowledge and know-how 



Natu ra l  r esou rces .  F in land  has a  f a i r  amount o f  n a t u r a l  r esou rces ,  
e.s. f o r e s t s  ( a s  mentioned be fo re  217,000 km2) and m ine ra l s  (o f  
which t h e  most impor tan t  a r e  i r o n ,  copper,  z i n c ,  n i c k e l  and 
chrome) . The a r e a  o f  t h e  count ry ,  337,000 km2, i s  l a r g e  i n  
r e l a t i o n  t o  t h e  popu la t i on  of 4.7 m i l l i o n .  Of t h e  t o t a l  a r e a ,  
31,500 km2 is i n  t h e  form of l a k e s .  

A l l  t h e s e  r e s o u r c e s  shou ld  of course  be u t i l i z e d .  F i n l a n d ' s  
n a t u r a l  r esou rces  shou ld  be cons idered ,  however, on l y  a s  a  
s t a r t i n g  p o i n t .  They have indeed some importance a s  such,  b u t  
n a t u r a l  r esou rces  a lone  a r e  n o t  s u f f i c i e n t  t o  guaran tee  t h e  
c o u n t r y ' s  economic development. 

Locat ion.  F i n l a n d ' s  l o c a t i o n  by t h e  B a l t i c  Sea i n  a  p a r t i a l l y  - 
A r c t i c  r eg ion  w i t h  t h e  S o v i e t  Union, Sweden and Norway a s  neigh- 
bours  may o f f e r  comparat ive  advantages,  too .  N a t u r a l l y  t h e r e  
a r e  d isadvan tages  i n  F i n l a n d ' s  remote and n o r t h e r n  l o c a t i o n  a s  
w e l l ,  b u t  a t t emp ts  shou ld  be made t o  minimize t h e s e .  

The prox imi ty  o f  t h e  S o v i e t  Union, Sweden and Norway r e p r e s e n t s  
a  cons ide rab le  demand, and may o f f e r  o p p o r t u n i t i e s  n o t  on ly  f o r  
t h e  e x p o r t  of  consumer goods, b u t  a l s o  f o r  t h e  e x p o r t  o f  c e r t a i n  
p roduc ts  t h a t  a r e  heavy and d i f f i c u l t  t o  t r a n s p o r t .  The proxim- 
i t y  o f f e r s  good o p p o r t u n i t i e s  f o r  p r o j e c t  e x p o r t  a l s o .  

I n  s p i t e  o f  t h e  d isadvan tages  o f  a r c t i c  c o n d i t i o n s ,  they  can 
a l s o  prov ide a  t e s t i n g  ground f o r  t h e  deve lop ing o f  c o n s i d e r a b l e  
comparat ive advantages.  W e  s h a l l  r e t u r n  t o  t h i s  q u e s t i o n  l a t e r .  

Re la t i ons .  F in l and  h a s  q u i t e  unique i n t e r n a t i o n a l  r e l a t i o n s .  
They have been b u i l t  up w i t h  t h e  western  market economy c o u n t r i e s ,  
a s  w e l l  a s  t h e  E a s t  European s o c i a l i s t  c o u n t r i e s ,  w i t h  t h e  de- 
ve lop ing c o u n t r i e s  and t h e  OPEC c o u n t r i e s .  These r e l a t i o n s  can 
o f f e r  a  h o s t  o f  comparat ive  advantages f o r  t h e  deve lop ing o f  
a  new s t r a t e g y ,  n o t  l e a s t  i n  t h e  form of  v a r i o u s  l a r g e  p r o j e c t s .  
J o i n t  p r o j e c t s  i n  p a r t i c u l a r  may prove o f  importance.  

An e s p e c i a l l y  noteworthy f a c t o r  f o r  development i s  F i n l a n d ' s  
good r e l a t i o n s  w i t h  t h e  S o v i e t  Union. The o p p o r t u n i t i e s  f o r  
F inn i sh  e n t e r p r i s e s  t o  compete on t h e  S o v i e t  market w i t h  t h e  
e n t e r p r i s e s  o f  t h e  b i g  i n d u s t r i a l  c o u n t r i e s  may dwindle i n  t h e  
course  o f  t i m e  i n  t r a d i t i o n a l  t r a d e .  But e .g .  s c i e n t i f i c  and 
t echno log i ca l  coope ra t i on  between t h e  two c o u n t r i e s  may o f f e r  
new o p p o r t u n i t i e s  f o r  F in l and  and advantages t h a t  t h e  l a r g e  
i n d u s t r i a l  c o u n t r i e s ,  f o r  example i n  c e r t a i n  p r o j e c t s ,  a r e  un- 
l i k e l y  t o  ach ieve  a t  l e a s t  very  q u i c k l y  i n  t h e  f u t u r e .  

The deve lop ing c o u n t r i e s  w i l l  a l s o  c l e a r l y  prove impo r tan t  t o  
F in land  i n  t h e  l ong  run .  I t  i s  e a s i e r  f o r  a  sma l l  n e u t r a l  coun t r y  
l i k e  F in land t o  g a i n  advantages i n  t r a d e  w i t h  t h e  deve lop ing  
c o u n t r i e s  t han  f o r  some l a r g e  c o u n t r i e s  and t h e i r  e n t e r p r i s e s .  



Knowledqe and know-how. The f o u r t h  and most impor tant  compara- 
t i v e  advantage t h a t  can be developed i s  know-how. W e  should 
n o t  f o r g e t  e .g .  t h e  developing of  t h e  F inn ish  f o r e s t  i ndus t r y .  
But h e r e  a s  i n  some o t h e r  i n d u s t r i e s  a new s t r a t e g y  i s  requ i red ,  
depending f a r  more than  prev ious ly  on know-how and i t s  develop- 
ing ,  no t  only i n  manufacturing b u t  a l s o  i n  market ing and f i -  
nancing and e s p e c i a l l y  i n  management. 

Among t h e  key ques t i ons  i n  t h e  developing o f  know-how i s  
s e l e c t i o n  and concen t ra t i on ,  i .e .  seek ing  t h e  f o c a l  d i r e c t i o n s  
and a reas  where resou rces  should  be concent ra ted  when a l l o c a t i n g  
them. 

I n  bu i l d ing  a F inn ish  i n d u s t r i a l  s t r a t e g y  it i s  of course  
necessary  t o  e x p l o i t  economies of  s c a l e  whenever it i s  p o s s i b l e  
and f e a s i b l e .  I t  i s  equa l l y  c l e a r  t o o  t h a t  l a r g e  u n i t s  a r e  
needed, e s p e c i a l l y  as a frame f o r  i ndus t r y .  

But what i s  d e c i s i v e  i s  n o t  t h e  s i z e  of  product ion o r  t h e  e n t e r -  
p r i s e  a s  such. More impor tant  may be t h e  r e l a t i o n  o f  t h e  s i z e  
t o  t h e  market denland. For a smal l  count ry  l i k e  F in land it may 
o f t e n  be an advantage t h a t  t h e  demand f o r  a product  on t h e  
world market i s  no t  very l a r g e .  Never the less,  it may be enormous 
i n  p ropor t ion  t o  t h e  resources  of  F in land and h e r  e n t e r p r i s e s .  

I ns tead  of t h e  "b ig "  products  o f  world t r a d e  r e q u i r i n g  very 
l a r g e  s c a l e  i n  product ion,  F inn ish  f i rms should  t o  an i n c r e a s i n g  
degree d i scove r  n iches  i n  t h e  i n t e r n a t i o n a l  market where be ing 
smal l  i s  a t  l e a s t  n o t  a d isadvantage. The know-how capac i t y ,  
a s  w e l l  as t h e  m a t e r i a l  capac i t y ,  of a s m a l l  count ry  concent ra ted  
on t h e s e  segments may h e r e  prove s u f f i c i e n t .  

The manufacturing of  r a d i o  sondes ( a  l i n e  i n  which F in land i s  
an impor tant  producer)  may according t o  t h i s  way o f  t h ink ing  
be b e t t e r  j u s t i f i e d  than t h e  manufacturing o f  rad ios .  Developing 
an i n d u s t r i a l  s t r a t e g y  based mainly on smal l  s i z e  i s  extremely 
impor tant  f o r  c o u n t r i e s  l i k e  Fin land.  

I n  t h i s  a r t i c l e  t h e  concept o f  know-how i s  i n t e r p r e t e d  very 
broadly .  W e  a r e  concerned no t  on ly  w i th  technology, b u t  a l s o  
f o r  example w i th  market ing,  f inanc inq ,  management and adminis- 
t r a t i o n .  For e x a m ~ l e  innovat ions  f o r  t h e  reduc t i on  o f  bureau- 
cracy,  i n  which f i e l d  smal l  c o u n t r i e s  are ev iden t l y  i n  a b e t t e r  
p o s i t i o n  than b i g  ones,  may be a s  va luab le  a s  techno log i ca l  
innovat ions.  A r e l a t i v e l y  s t a b l e  b u t  f l e x i b l e  a d m i n i s t r a t i v e  
system, and even a t a x a t i o n  system - both o f  which should  
a l s o  be t h e  o b j e c t s  of know-how development - may o f f e r  compa- 
r a t i v e  advantages t o  a smal l  country l i k e  Fin land.  



C h a r a c t e r i s t i c s  and t a r g e t s  

W e  may th ink  o f  a F inn i sh  i n d u s t r i a l  s t r a t e g y  b u i l t  up on 
t h e  above-mentioned comparat ive advantages ( n a t u r a l  r esou rces ,  
l o c a t i o n ,  r e l a t i o n s  and know-how). The c h a r a c t e r i s t i c s  o f  
t h i s  s t r a t e g y  and i t s  g e n e r a l  aims can be  o u t l i n e d  a s  fo l lows :  

- Making use  o f  sma l l  s i z e .  One s t a r t i n g  p o i n t  is  t h a t  
economies o f  s c a l e  should  be e x p l o i t e d  whenever p o s s i b l e .  
But F i n l a n d ' s  l i m i t e d  resources  set cons ide rab le  l i m i t a -  
t i o n s  he re .  There fo re ,  a l ongs ide  economies o f  s c a l e ,  it 
i s  necessary  t o  u t i l i z e  and develop a l l  t h e  p o s s i b l e  ad- 
vantages o f f e r e d  by sma l l  s i z e .  Quick changes i n  t h e  
wcr ld  eccnony , f l e x i b i l i t y ,  va r i ous  d i s t u r b i n g  f a c t o r s ,  
labour  r e l a t i o n s ,  e t c  have begun t o  speak i n  favour  o f  
sma l lness .  I t  i s  impor tan t  t o - t a k e  advantage of t h i s  
t r end .  

To what has  been s a i d  above, i s  l i n k e d  t h e  t a r g e t  o f  
f i n d i n g  n i ches  i n  t h e  world market where t h e  e n t e r p r i s e s  
o f  a  sma l l  count ry  can become an impor tan t  s u p p l i e r  - i n  
~ r o ~ o r t i o n  t o  t h e  demand. 

- I n t e r n a t i o n a l  o r i e n t a t i o n .  I n t e r n a t i o n a l  o r i e n t a t i o n  a s  
a  c h a r a c t e r i s t i c  and a  t a r g e t  means i n  t h e  f i r s t  p l a c e  
t h a t  even ts  i n  t h e  world economy must be taken  i n t o  
account  more than  former ly  i n  t h e  c o u n t r y ' s  i n t e r n a l  
d e c i s i o n s .  However, i n t e r n a t i o n a l  o r i e n t a t i o n  does n o t  
on ly  mean cons iderab ly  i n c r e a s e d  e x p o r t  e f f o r t s ,  b u t  i n  
p a r t i c u l a r  i n c r e a s e d  p a r t i c i p a t i o n  i n  i n t e r n a t i o n a l  
ope ra t i ons .  One c h a r a c t e r i s t i c  f e a t u r e  and t a r g e t  o f  t h e  
new i n d u s t r i a l  s t r a t e g y  i s  a more i n t e r n a t i o n a l i z e d  and 
market -or iented F inn ish  economy. 

- Emphasis on q u a l i t y  and o r i g i n a l i t y .  I t  i s  obv ious t h a t  
compet i t i on  between t h e  i n d u s t r i a l  c o u n t r i e s  i s  becoming 
more and more a  q u a l i t y  compet i t ion .  Small  c o u n t r i e s  l i k e  
F in land  should  t h e r e f o r e  compete more w i th  q u a l i t y  based 
on know-how than  w i t h  q u a n t i t y ,  and t h u s  t r y  t o  ach ieve  
h i g h e r  p r i c e s .  One o f  t h e  key f a c t o r s  h e r e  may w e l l  be 
o r i g i n a l i t y .  There fo re  e .g .  o r i g i n a l  F inn ish  des ign  cou ld  
be f u r t h e r  e x p l o i t e d  on t h e  wor ld market.  

- F l e x i b i l i t y  and a c t i v e  adap ta t i on .  Sudden changes i n  t h e  
wor ld economy demand f l e x i b i l i t y  and a b i l i t y  t o  adap t  o f  
t h e  whole c o u n t r y ' s  economy and i t s  i n d i v i d u a l  p a r t s ,  and 
e s p e c i a l l y  o f  e n t e r p r i s e s .  F l e x i b i l i t y  and a c t i v e  adap ta t i on  
mean such t h i n g s  a s  t h e  a b i l i t y  t o  r e a c t  qu i ck l y  t o  changes 
abroad,  t o  r e - a l l o c a t e  resou rces ,  and i n  gene ra l  t o  i n c r e a s e  
both  mental  and m a t e r i a l  f l e x i b i l i t y .  



- S e l e c t i v i t y  and concen t ra t i on .  A s  h a s  been mentioned 
above, F i n l a n d ' s  l i m i t e d  resou rces  f o r c e  t h e  coun t ry  t o  
c o n c e n t r a t e  i t s  e f f o r t s ,  t o  f i n d  f o c a l  d i r e c t i o n s  and 
o b j e c t s .  S e l e c t i v i t y  can mean s e l e c t i o n  of e.g.  p roduc ts ,  
customers  and market  a reas .  A s m a l l  coun t ry  and i t s  e n t e r -  
p r i s e s  cannot  make eve ry th ing  f o r  everybody and every-  
where. 

- I n c r e a s i n g  coope ra t i on .  Because F inn i sh  r e s o u r c e s  a r e  
l i m i t e d ,  more coope ra t i on  w i t h i n  t h e  coun t r y  i s  r e q u i r e d  
i n  o r d e r  t o  m e e t  i n t e r n a t i o n a l  compet i t i on ;  t h i s  i n c l u d e s  
coope ra t i on  between t h e  s t a t e ,  e n t e r p r i s e s  and v a r i o u s  
i n t e r e s t  groups.  But e s p e c i a l l y  i n  t h o s e  i n d u s t r i e s  
demanding a b i g  knowledge and know-how i n p u t ,  i t  i s  
necessa ry  t o  aim a t  more coope ra t i on  on an i n t e r n a t i o n a l  
l e v e l  a l s o  w i t h  o t h e r  c o u n t r i e s  and e n t e r p r i s e s .  

F in l and  a sub-con t rac to r?  

The q u e s t i o n  i s  sometimes asked whether  t h e  development i n  t h e  
wor ld economy is such t h a t  F i n l a n d ' s  r o l e  i n  i t  w i l l  be  t o  a c t  
a s  a sub -con t rac to r  f o r  t h e  b i g  i n d u s t r i a l  c o u n t r i e s .  

So t h a t  s m a l l  i n d u s t r i a l  e n t e r p r i s e s  i n  p a r t i c u l a r  a r e  a b l e  t o  
m e e t  i n t e r n a t i o n a l  compet i t ion ,  t hey  o f t e n  s p e c i a l i z e  i n  a few 
p roduc ts  (even i n  one p roduc t )  and drop,  or reduce t o  t h e  mini-  
mum, c e r t a i n  f u n c t i o n s ,  e .g .  market ing and even purchas ing .  I n  
t h e  l a s t  a n a l y s i s  t h e s e  f i rms  a r e  t h e n  l e f t  w i t h  on l y  a m- anU- 
f a c t u r i n g  f u n c t i o n  i n  a ve ry  narrow f i e l d .  

Taken t o  t h e  extreme it is p o s s i b l e  t o  env isage  a s t r a t e g y  
accord ing  t o  which t h e  ma jo r i t y  o f  F inn i sh  f i rms  would be 
a c t i n g  a s  sub -con t rac to rs  t o  t h e  b i g  i n d u s t r i a l  c o u n t r i e s  and 
t h e i r  e n t e r p r i s e s .  

There would be some advantages i n  such a s t r a t e g y .  Through 
s p e c i a l i z a t i o n  i n  a few p roduc ts  ( i n  one p roduc t )  and main ly  
i n  manufactur ing even s m a l l  F i nn i sh  f i rms  cou ld  ach ieve  low - 
p roduc t i on  c o s t s ,  o f f e r  employment and o p e r a t e  ve ry  f l e x i b l y  . 
The d isadvan tage ,  however, f o r  t h e  coun t ry  as a whole and f o r  
t h e  i n d u s t r i a l  s t r a t e q v ,  would be t h a t  t h e  development o f  know- 
how would be l i m i t e d  to- very  r e s t r i c t e d  areas, and would i n  
a d d i t i o n  r e q u i r e  o n l y  t h e  knowledge and s k i l l s  d i r e c t l y  and 
i n  t h e  f i r s t  i n s t a n c e  invo lved  i n  t h e  deve lop ing o f  manufactur ing.  

Another cons ide rab le  d isadvan tage  would be  t h a t  t h e  m a j o r i t y  
o f  F inn i sh  f i r m s ,  i n  t h e i r  r o l e  o f  sub -con t rac to rs ,  would b e  
d i r e c t l y  dependent  on d e c i s i o n s  made o u t s i d e  t h e  coun t ry .  Th i s  
would mean t h a t  t h e  development o f  management know-how would 



take  a back s e a t  i n  F in land and be res t . r i c ted  t o  a very narrow 
s e c t o r .  The same would be t r u e ,  f o r  example, o f  market ing and 
f inanc ing  know-how. 

I n  bu i l d ing  up an i n d u s t r i a l  s t r a t e g y  f o r  F in land i t i s  c l e a r ,  
i n  my op in ion,  t h a t  i t is necessary t o  u t i l i z e ,  e s p e c i a l l y  
wi th  regard t o  smal l  f i rms,  t h e  advantages t h a t  sub-cont rac t ing  - 
o f f e r s .  On t h i s  we can indeed b u i l d  t h e  F inn ish  i n d u s t r i a l  r o l e ,  
b u t  only i n  p a r t .  The aims o f  a F inn ish i n d u s t r i a l  s t r a t e g y  
should be more demanding. 

I t  is  important  t h a t  a c t i v i t i e s  could be developed f o r  F inn ish  
e n t e r p r i s e s  t h a t  invo lve  more developed management, market ing 
and f inanc ing  func t i ons ,  and t h a t  a r e  d i r e c t e d  by t h e  F inn ish  
f i rms themselves. Th is  by no means imp l ies  t h a t  w e  should ex- 
c lude b e n e f i t i n g  from t h e  d i v i s i o n  of labour  and o u t s i d e  s e r v i c e s  
i n  cases  where it i s  p o s s i b l e  t o  ach ieve d e f i n i t e  advantages. 
But i t i s  a l s o  impor tant  t o  develop F inn ish  e n t e r p r i s e s  a s  
p r i n c i p a l s  w i th  t h e i r  own network o f  sub-cont rac to rs ,  though 
understandably t h e s e  would genera l l y  ope ra te  i n  narrow s e c t o r s  
of t h e  world market. 

Key measures 

Problems o f t e n  mentioned a s  important  i n  F inn ish  economic po l i cy  
inc lude  p r o d u c t i v i t y ,  development i n  t h e  labour  market and jobs,  
r e s t r a i n i n g  i n f l a t i o n ,  reducing emigrat ion,  va r i ous  t a x a t i o n  
ques t i ons  e t c .  A l l  of t h e s e  a r e  undeniably impor tant .  What 
fo l lows,  however, is a r a t h e r  d i f f e r e n t  k ind of  a n a l y s i s .  

To b u i l d  up an i n d u s t r i a l  s t r a t e g y  a s  a whole t h e  necessary  key 
measures f o r  i t s  implementat ion can be c l a s s i f i e d  i n t o  fou r  
main groups: 

- s t imu la t i ng  en t rep reneursh ip  and work mot ivat ion 

- i nc reas ing  mob i l i t y  and r e a l l o c a t i n g  resources  

- developing knowledge and know-how 

- speeding up i n t e r n a t i o n a l i z a t i o n  

Each group inc ludes  a l a r g e  number of va r i ed  measures. To 
c a r r y  o u t  t hese  measures and implement a F inn ish  i n d u s t r i a l  
s t r a t e g y  r e q u i r e s  t h e  c o n t r i b u t i o n  of  s e v e r a l  p a r t i e s :  t h e  
s t a t e ,  e n t e r p r i s e s ,  i n t e r e s t  groups, f i n a n c i a l  i n s t i t u t i o n s  
e t c .  



S t i m u l a t i n g  e n t r e p r e n e u r s h i p  and work mo t i va t i on  

Energy q u e s t i o n s  a r e  impor tan t  i n  a l l  economies, i n c l u d i n g  
t h e  F inn i sh  economy. Without go ing  i n t o  t h e  impor tan t  q u e s t i o n  
of p h y s i c a l  energy ,  i t shou ld  be  emphasized t h a t  t h e  energy  
q u e s t i o n  i s  o f  t o p  p r i o r i t y  i n  t h e  menta l  s e n s e ,  t o o .  

En t repreneursh ip ,  l i k e  work mo t i va t i on ,  i s  a s  impo r tan t  an 
energy  sou rce  f o r  s o c i e t y  a s  p h y s i c a l  energy .  Many c o u n t r i e s  
may be  faced  i n  t h e  n e a r  f u t u r e  w i t h  t h e  t h r e a t  o f  a  real 
energy crisis from t h e  weakening o f  e n t r e p r e n e u r s h i p  and work 
mot i va t ion .  For  t h i s  reason  t h i s  menta l  energy  i n  t h e  form o f  
e n t r e p r e n e u r s h i p  and work mo t i va t i on  r e q u i r e s  c o n s i d e r a b l e  
a t t e n t i o n  i n  i n d u s t r i a l  s t r a t e g y .  

S p e c i a l  emphasis shou ld  be  g iven  t o  t h e  a c h i e v i n g  o f  s t r u c t u r a l  
changes t h a t  w i l l  encourage e n t r e p r e n e u r s h i p  and work mo t i va t i on  
and reduce t h e  d i sadvan tages  o f ,  f o r  example, bu reaucracy  and 
d i scou rag ing  t a x a t i o n .  Th i s  demands, however, a new a t t i t u d e ,  
which means t h a t  work mo t i va t i on  is cons ide red  a s  impo r tan t  a 
f a c t o r  i n  t a x a t i o n  as t h e  t r a d i t i o n a l  f i n a n c i a l  a s p e c t s .  

F o r  t h e  mo t i va t i on  o f  employees i n  o r d e r  t o  implement t h e  
F i n n i s h  i n d u s t r i a l  s t r a t e g y ,  t h e  development o f  i n d u s t r i a l  
democracy i s  v i t a l .  Taken a s  a  whole, t h e  improvement of work 
mo t i va t i on  rewires bo th  f i n a n c i a l  i n c e n t i v e s  and s o c i a l  i n -  
c e n t i v e s ,  and . -a l so  o p p o r t u n i t i e s  f o r  t h e  i n d i v i d u a l  t o  f u l f i l  
h imse l f .  The s u c c e s s f u l  imp lementa t ion  o f  i n d u s t r i a l  democracy 
may b e  ve ry  impo r tan t  when c r e a t i n g  s u c c e s s f u l  i n d u s t r i a l  
s t r a t e g y  and t r y i n g  t o  ach ieve  comparat ive  advantages.  

I n c r e a s i n g  m o b i l i t y  and r e a l l o c a t i o n  o f  r e s o u r c e s  

Discover ing new l i n e s  i n  t h e  deve lop ing  o f  a  F inn i sh  i n d u s t r i a l  
s t r a t e g y  and s h i f t i n g  t o  them r e q u i r e s  b o t h  menta l  and p h y s i c a l  
mob i l i t y .  I t  i s  v i t a l  t h a t  top management i n  p a r t i c u l a r  is 
s u f f i c i e n t l y  mobi le  t o  be  capab le  o f  s e e i n g  new o p p o r t u n i t i e s ,  
r e a l l o c a t i n g  r e s o u r c e s ,  o r  even changing i n d u s t r y .  A t  t h e  same 
t i m e  e f f o r t s  shou ld  b e  made t o  s t o p  t h e  e v e r  sp read ing  neo- 
mercan t i l i sm  reduc ing  m o b i l i t y  i n  t h e  economy. 

The deve lop ing  o f  new b u s i n e s s  i d e a s  and o f  b u s i n e s s  s t r a t e g i e s  
is obv ious ly  o f  key  impor tance.  One t r e n d  t h a t  can b e  observed 
i s  t h a t  b u s i n e s s  i d e a s  i n  t h e  f u t u r e  may i n  t h e  f i r s t  i n s t a n c e  
be more t han  p r e v i o u s l y  based  on needs r a t h e r  t han  p roduc t i on  
f a c t o r s .  

Investments  and inves tment  d e c i s i o n s  a r e  h i g h l y  s i g n i f i c a n t  i n  
t h e  r e a l l o c a t i o n  o f  r esou rces .  The inves tment  p o l i c y  o f  F i nn i sh  
companies has  been r a t h e r  c o n s e r v a t i v e ,  b u t  on t h e  o t h e r  hand 
t hey  have t aken  c o n s i d e r a b l e  r i s k s  i n  f i nanc ing .  



For  t h e  implementing o f  a  F inn i sh  i n d u s t r i a l  s t r a t e g y  it is  
obv ious t h a t  a  change i s  r e q u i r e d :  c a l c u l a t e d  r i s k s  shou ld  be  
i n c r e a s i n g l y  t aken  i n  c a p i t a l  i nves tments ,  b u t  r i s k s  i n  f i n a n c i n g  
shou ld  be  reduced i n  such ways a s  i n c r e a s i n g  t h e  s h a r e  o f  e q u i t y .  
The q u e s t i o n  i s  t h u s  o f  r e s t r u c t u r i n q  inves tment  and f i n a n c i n q  
~ o l i c i e s .  and a c h i e v i n a  new ~ o l i c i e s  which s t i m u l a t e  t h e  s h i f t  
A -  
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t o  new i n d u s t r i e s ,  new p roduc t s  and new a r e a s .  

The development o f  au tomat ion i s  e s p e c i a l l y  i nvo lved  i n  t h e  
t a k i n g  o f  c a l c u l a t e d  r i s k s .  Automation is, i n  my o p i n i o n ,  v i t a l  
f o r  a  F inn i sh  i n d u s t r i a l  s t r a t e g y .  But it can be compared w i t h  
r i s k y  inves tments ,  demanding a  new k ind  o f  r i s k  management and 
a l s o  a  new approach t o  e v a l u a t i o n .  The key q u e s t i o n  from t h e  
v iewpoin t  o f  au tomat ion and unemployment i s  t h e  compe t i t i veness  
o f  i n d u s t r y  and t h e  whole economy. 

Educat ion  i s  a l s o  impo r tan t  f o r  m o b i l i t y  and r e a l l o c a t i o n  o f  
r esou rces .  For  t h i s  t o  be  p r o p e r l y  t aken  i n t o  accoun t  i n  edu- 
c a t i o n  p o l i c y ,  t h e r e  needs t o  be a  s h i f t  i n  t h e  focus  o f  ecu- 
c a t i o n  towards f u r t h e r  t r a i n i n q  and r e - t r a i n i n q .  The idea o f  
l i f e - l o n g  educa t i on  i s  g e t t i n g  more emphasis t h a n  s o  f a r .  

Development o f  knowledge and know-how 

To implement a  F i n n i s h  i n d u s t r i a l  s t r a t e g y ,  t h e  i n c r e a s i n g  o f  
knowledqe and know-how i s  e s s e n t i a l .  ~ o t - o n l y  i s  t h e  volume o f  
t h e  r e s e a r c h  and development impo r tan t ,  b u t  a l s o  t h e  i n t e g r a t i o n  
o f  know-how and t h e  f o c a l  a r e a s  towards which t h e  r e s e a r c h  and - -  - 

development i n p u t  shou ld  be  directed. 

T h e  expend i t u re  on r e s e a r c h  and development i n  F i n l a n d  i n  t h e  
1 9 7 0 ' s  has  been abou t  1% o f  t h e  GNP. I t  i s  c l e a r  t h a t  i n  o r d e r  
t o  implement t h e  i n d u s t r i a l  s t r a t e g y  o u t l i n e d ,  it i s  necessa ry  
t o  i n c r e a s e  t h i s  i n p u t  s o  r a d i c a l l y  t h a t  t h e  p r o p o r t i o n  i s  a t  
l e a s t  doubled i n  t h e  1980 's .  But much else i s  needed a l s o .  

For  F in land  t o  make h e r  way i n  t h e  wor ld economy, w e  need i n  
t h e  f i rs t  p l a c e  compe t i t i ve  "know-how packaqes".  These can i n -  
c l u d e  an i n t e g r a t i o n  o f  know-how f c r  selected i n d u s t r i e s ,  needs,  
customers,  geog raph i ca l  a r e a s  etc, and a longs ide  t e c h n o l o g i c a l  
know-how t h e r e  shou ld  be  more developed market ing  and f i n a n c i n g  
know-how, w i t h  management know-how i n  a r e a l l y  c e n t r a l  p o s i t i o n .  

The most d i f f i c u l t  problem is s e l e c t i n g  t h e  o b j e c t s  on which 
t o  c o n c e n t r a t e  t h e  development o f  knowledge and know-how. I t  
i s  o f t e n  thought  t h a t  t h e r e  a r e  c e r t a i n  i n d u s t r i e s  t h a t  a r e  
growing and promis ing and shou ld  t h e r e f o r e  be developed.  I n  
F in land  among t h e s e  have been mentioned e .g .  t h e  e l e c t r o n i c s  
i n d u s t r y  and t h e  mechan ica l  e n g i n e e r i n g  i n d u s t r y ,  and it i s  
f e l t  t h a t  t h e  c o u n t r y ' s  i n d u s t r i a l  p o l i c y  shou ld  aim a t  develop- 
i n g  them. According t o  t h i s  way o f  t h i n k i n g  some o t h e r  i n d u s t r i e s ,  
such a s  t h e  f o r e s t  i n d u s t r y ,  have on t h e  o t h e r  hand been ' 

cons ide red  less a t t r a c t i v e .  



This k ind  of  t h ink ing  is ,  however, much t o o  s imple i n  my 
op in ion  f o r  a  F inn ish  i n d u s t r i a l  po l i cy  and s t r a t e g y .  The 
search  f o r  growing i n d u s t r i e s  may indeed be a  cha l lenge,  
b u t  t h i s  a s  such i s  hard ly  t h e  key ques t ion .  

The key ques t i on  f o r  t h e  numerous i n d u s t r i e s  and e n t e r p r i s e s  
w i th in  t h e  F inn ish  economy, both t h e  f a s t  and t h e  slowgrowing, 
i s  - a s  has been s a i d  - t o  seek o u t  ou r  own narrow segments 
o r  -- niches,  f o r  which by concent ra ted  e f f o r t  i n t e r n a t i o n a l l y  
compet i t ive  and p r o f i t a b l e  know-how can be developed. The 
emphasis o f  t h e  development e f f o r t s  can a s  w e l l  be on a  
company a s  on an i ndus t r y .  

For an example o f  such segments, l e t  us th ink  o f  a l l  t h e  know- 
how connected w i th  t h e  f o r e s t .  This i nc ludes  n o t  on ly  wood 
process ing,  b u t  a l l  t h e  know=how involved i n  s i l v i c u l t u r e ,  
t r a n s p o r t a t i o n ,  market ing, machinery and equipment, var ious  
systems e t c  i n  connect ion wi th  f o r e s t  and f o r e s t  i ndus t r y .  

For another  example l e t  us cons ider  t h e  development of  know- 
how connected w i th  working and l i v i n g  i n  a r c t i c  cond i t ions .  
I t  i s  qood t o  remember t h a t  much of  t h e  hidden weal th on our  
g lobe i s  t o  be  found i n  S i b e r i a ,  i n  t h e  co ld  p a r t s  of  Canada 
and i n  Alaska. With t h i s  i n  mind very va luab le  know-how can 
b e  developed based on F i n l a n d ' s  p a r t l y  a r c t i c  l o c a t i o n .  

The ice-breaker  o r  t h e  o i l  r i g  ope ra t i ng  i n  a r c t i c  cond i t i ons  
a r e  e x i s t i n g  examples o f  t h e  achievements o f  F inn ish  i n d u s t r y  
i n  t h i s  f i e l d .  And t h e  choice of  o b j e c t s  f o r  know-how develop- 
ment I have o u t l i n e d  i s  a l s o  d i c t a t e d  by t h e  f a c t  t h a t  F in land 
w i l l  no t  need t o  compete t o o  much w i th  t h e  b i g  i n d u s t r i a l  
c o u n t r i e s  i n  them. These two cases  a r e  examples only.  Many 
more are n a t u r a l l y  needed. 

The developing o f  cooperat ion i s  e s p e c i a l l y  impor tant  i n  t h e  
f i e l d  o f  knowledge and know-how. A s m a l l  count ry  l i k e  Fin land 
should n o t  t r y  t o  go it a lone only i n  developing e x p e r t i s e ,  
b u t  should s e l e c t i v e l y  a l s o  buy fo re ign  technology and know- 
how. One way o f  o b t a i n i n g  it i s  t o  encourage high tecllnology - 
i n d u s t r i e s  t o  i n v e s t  i n  Fin land.  

Speedins up i n t e r n a t i o n a l i z a t i o n  

One genera l  aim o f  a  F inn ish  i n d u s t r i a l  s t r a t e g y  should be 
developing F in land from a  semi - i ndus t r i a l i zed  count ry  pro- 
c e s s i n g  raw m a t e r i a l s  t o  a  knowledge-processing count ry  
t h a t  i s  c l e a r l y  market-or iented and i n t e r n a t i o n a l i z e d .  

For t h e  F inn ish  economy t o  became more i n t e r n a t i o n a l i z e d  w e  
need no t  on ly  t r a d i t i o n a l  t rade \bu t  a l s o  m c r e  i n t e r n a t i o n a l  



o p e r a t i o n s .  T h i s  i n  t u r n  r e q u i r e s  c o n s i d e r a b l e  e x p e n d i t u r e s  
on economic b a s e s  abroad  and t h e  t r a i n i n g  o f  pe rsonne l  f o r  
i n t e r n a t i o n a l  t a s k s .  

I n  deve lop ing  i n t e r n a t i o n a l i z a t i o n  a s  p a r t  o f  F i n n i s h  i n d u s t r i a l  
s t r a t e g y ,  it i s  impo r tan t  ' t h a t  t h e  e x p e n d i t u r e s  on i n t e r n a t i o n -  
a l i z a t i o n  a r e  n o t  cons ide red  a s  expenses b u t  as c a p i t a l  i n v e s t -  
ments j u s t  a s  much a s  are expend i t u res  on machinery and equip-  
ment. If one a c c e p t s  t h i s  i d e a ,  e x p e n d i t u r e s  on i n t e r n a t i o n a l i -  
z a t i o n  can be co r respond ing l y  i n c r e a s e d .  

A s h i f t  from e x p o r t i n g  t o  more i n t e r n a t i o n a l  o p e r a t i o n s  r e q u i r e s  
c o n s i d e r a b l e  s t r u c t u r a l  changes b o t h  i n  e n t e r p r i s e s  and i n  
p u b l i c  a d m i n i s t r a t i o n .  For  t h i s  reason companies, f o r  example, 
are supposed t o  make l a r g e  o r g a n i z a t i o n a l  changes f o r  i n t e r -  
n a t i o n a l i z a t i o n  t o  o c c u r  r a p i d l y  and s u c c e s s f u l l y .  

I n t e r n a t i o n a l i z a t i o n  a l s o  demands .a number o f  measures t o  pro-  
mote coope ra t i on  between F inn i sh  companies, a s  w e l l  as between 
them and government. On t h e  o t h e r  hand coope ra t i on  between t h e  
F i n n i s h  and f o r e i g n  companies and a u t h o r i t i e s  w i l l  be  necessa ry .  
I n  b i g  j o i n t  p r o j e c t s ,  f o r  i n s t a n c e ,  coope ra t i on  o f  t h i s  k i n d  
i s  becoming i n c r e a s i n g l y  impo r tan t .  T h i s  development i n v o l v e s  
numerous f u n c t i o n s  : manufac tur ing ,  r e s e a r c h ,  p roduc t  development,  
t r a i n i n g ,  marke t ing ,  f i n a n c i n g  e tc  . 
I n t e r n a t i o n a l  o r i e n t a t i o n  is  n o t ,  i n  my o p i n i o n ,  i n  c o n f l i c t  
w i t h  F i n l a n d ' s  n a t i o n a l  f e a t u r e s  and does n o t  exc lude  them. 
F in l and  and F i n n i s h  f i r m s  may best b r i n g  t h e i r  own c o n t r i b u t i o n  
t o  t h e  v a r i e g a t e d  i n t e r n a t i o n a l  economy when t h i s  c o n t r i b u t i o n  
i s  o r i g i n a l ,  even un ique,  and t h e r e  is  a demand f o r  it. 

Management and i t s  development 

Management h a s  undoubtedly an  impo r tan t  p o s i t i o n  i n  t h e  imple- 
ment ing o£ a F inn i sh  i n d u s t r i a l  s t r a t e g y .  Consequent ly  t h e  
deve lop ing  of  management m e r i t s  e s p e c i a l  a t t e n t i o n .  Management 
may b e  t h e  eng ine  o r  t h e  b rakes  o f  F i nn i sh  i n d u s t r i a l  s t r a t e g y ,  
depending on t h e  deve lop ing  o f  management. 

I n  connec t ion  w i t h  t h e  key measures d i s c u s s e d  above, s p e c i a l  
a t t e n t i o n  i n  deve lop ing  management shou ld  be g iven  t o  t h e  
f o l l ow ing  themes: e n t r e p r e n e u r s h i p  and work mo t i va t i on ,  
m o b i l i t y  and r e a l l o c a t i o n  o f  r e s o u r c e s ,  i n t e g r a t i o n  o f  know- 
l edge  and know-how and i n t e r n a t i o n a l i z a t i o n .  

I n  t h i s  connec t ion  w e  skLould r e m e m b e r  t h e  o l d  s a y i n g  t h a t  it 
i s  n o t  on l y  impo r tan t  t o  g i v e  t h e  r i g h t  answers t o  t h e  q u e s t i o n s ,  
b u t  s t i l l  more impo r tan t  t o  ask  t h e  r i g h t  q u e s t i o n s .  Th is  
a p p l i e s  e s p e c i a l l y  t o  management development i n  s m a l l  c o u n t r i e s  
l i k e  F in land .  



The deve lop ing  o f  p roduc t s  and s e r v i c e s  t h a t  a r e  o f  h i gh  
q u a l i t y  and o r i g i n a l ,  t h a t  a r e  i n  i n t e r n a t i o n a l  demand and 
a r e  i n  f a c t  unique,  can on l y  be ach ieved  by management t h a t  
has  t h e s e  q u a l i f i c a t i o n s  i t s e l f .  

S t r a t e a v  a s  a  whole 

The above i s  a  b r i e f  o u t l i n e  o f  a  F inn i sh  i n d u s t r i a l  s t r a t e g y  
t h a t  would t a k e  i n t o  account  t h e  f a c t s  and t h e  t r e n d s  o u t s i d e  
t h e  count ry  i n  t h e  wor ld  economy. Another key s t a r t i n g  p o i n t  
i s  t h a t  t h e  coun t ry  i t s e l f ,  i n  t h i s  c a s e  F in l and ,  t h e  s t a t e ,  
e n t e r p r i s e s ,  i n t e r e s t  g roups,  and i n  t h e  l a s t  a n a l y s i s  t h e  
F i n n i s h  peop le ,  can by t h e i r  own a c t i v e  measures v i t a l l y  
a f f e c t  t h e  development o f  t h e i r  economy. 

I n  o r d e r  t o  s u c c e s s f u l l y  implement a  F inn i sh  i n d u s t r i a l  s t r a t e g y ,  
numerous measures a r e  r e q u i r e d  from t h e  p a r t i e s  concerned.  The 
b e t t e r  t hey  d o v e t a i l  t o g e t h e r  and l e a d  i n  t h e  same d i r e c t i o n ,  
t h e  b e t t e r  a r e  t h e  chances o f  success .  For  t h i s ,  it i s  impor- 
t a n t  t h a t  t h e  m a j o r i t y  o f  t h e  peop le  can a c c e p t  t h e  d i r e c t i o n  
and i s  w i l l i n g  t o  go i n  t h a t  d i r e c t i o n .  But t o  know what t h i s  
d i r e c t i o n  i s  r e q u i r e s  t h e  o u t l i n i n g  o f  a  g e n e r a l  i n d u s t r i a l  
s t r a t e g y  . 
I t  is obv ious t h a t  i n  v a r i o u s  c o u n t r i e s ,  i n c l u d i n g  F in l and ,  
it i s  v i t a l  t o  t h e  implementinq o f  an i n d u s t r i a l  s t r a t e q y  t o  
deve lop new mechanisms and forms o f  coope ra t i on  be tween- the  
s t a t e ,  e n t e r p r i s e s ,  i n t e r e s t  groups etc.  On t h e  deve lop ing  
o f  t h i s  coope ra t i on  may fundamenta l ly  depend t h e  t o t a l  
r e s u l t  ach ieved  i n  implementing a  coun t r y  ' s i n d u s t r i a l  s t r a t e g y .  


