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In Finland, work has traditionally focused on concrete 

objectives. In knowledge work, the outcomes are very 

o! en abstract in form – research results, plans, and 

so! ware applications - and thus deviate from what is 

expected in traditional production. One wholly singu-

lar form of knowledge work is management. The early 

1990s taught us that merely processing paper docu-

ments is not enough to feed a nation. But, are our com-

petencies in knowledge work today enough to keep 

Finnish business competitive and keep Finnish compa-

nies in Finland?

How will the growth we see in the Barents Region 

be refl ected in the demand for knowledge and know-

how in Northern Finland? Do we have the resources 

with networking capability in the scale required? 

As the Information Society expands, the importance of 

information will increase accordingly. The concept will 

come to denote not only the production and dissemina-

tion of information but all information-related human 

interaction. The Information Society requires be" er and 

be" er education from its workers, although computers 

do more and more of the tasks that once required a high 

degree of training. The expectation was that IT would 

allow us to work more effi  ciently and thus give us more 

leisure time. What has happened, however, is that IT 

seemingly lures successful individuals into a frenetic 

pa" ern of round-the-clock work.

Society Under Pressure

Society fi nds itself under many and various pressures 

today. The debate on the ageing population shows that 

the impending shortage of skilled experts is a formida-

ble challenge that must be addressed. A" racting foreign 

workers for these jobs will not suffi  ce. Expertise must be 

built on know-how and the work of an expert must be 

duly valued. The situation is most acute where leader-

ship and the development of leadership are concerned.

In recent years, the Finnish economy has rested on three 

pillars – the paper and pulp industry, the metals indus-

try and the electrotechnical and electronics industries. 

The fi rst two are closely bound to their production sites 

but the third is increasingly independent of location. 

The Finnish paper and pulp industry has branched 

out and started to build mills in South America, where 

trees have a far shorter harvesting cycle. Each of these 

branches of industry relies more on the successful man-

agement of business knowledge and information than 

ever before.

Society confronts certain expectations related to work 

and the well-being work is supposed to bring. For busi-

nesses that are going international the key questions 

here are the price of labor and logistics: they try to have 

the work done where wages are lowest and transporta-

tion needs are minimal.  Finland’s location means that 

it is far from the centers of consumption, and labor is 

far more expensive here than in many rival countries. 

What has made us strong to date is that successful pro-

duction has required product development and design 

alongside it. If a Finnish company moves its manufac-

turing operation to a cheaper region, it must maintain 

the same manufacturing process in Finland to aid in 

product design and development. Small-scale facilities 

are suffi  cient to this end.

The pressures for change which European societies face 

are relatively minor, evolutionary ones. In developing 

societies, the pressures at work and the scale of change 

could be described as revolutionary. In many cases, 

what is involved is a step straight from an agrarian so-

ciety to a society that relies on knowledge and informa-

tion.
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Outsourcing

In 2005, design - like production before it - began be-

ing transferred to regions where labor was cheaper. 

A number of operations related to the production of 

services were also being carried out elsewhere. In the 

Information Society, products are delivered not only 

physically but also via information networks, meaning 

that distance is no longer an essential factor in trans-

portation costs. This rapid delivery and distribution 

of knowledge-intensive products is an advantage that 

production in Finland has been able to off er.

When particular phases of the manufacturing process 

are transferred outside a company, much of the know-

how associated with the process goes with it. For ex-

ample, a customer should insist that products or com-

ponents of products manufactured outside a company 

meet the same standards of quality that would apply if 

they had been manufactured in the original company.

When even services are transferred outside the com-

pany, the nature, extent and diversity of the operations 

determine how and to what extent information should 

be protected. For example, customer data is perhaps the 

most sensitive component of the information needed in 

the daily operations of a service center. When design 

is outsourced, there is a far greater risk that the con-

fi dentiality of strategically important information will 

be threatened. Yet anyone working in today’s modern 

business environment must in the name of cooperation 

reveal a great deal of confi dential design-related infor-

mation to his or her partners and even to key clients. 

Here, too, great care must be taken that strategic infor-

mation does not fall into the wrong hands.

Nokia’s network services have recently been closely 

watched business. It was quite a surprise this past sum-

mer when Nokia announced that these operations were 

being transferred in their entirety to a new company 

established with Siemens in which Nokia and Siemens 

would own a fi ! y-percent share. This arrangement 

nevertheless guarantees that the industry will remain 

in Finland.

Typically, the fi rst companies to transfer operations 

abroad have been the “faceless” multinationals, such 

as Flextronix. Surprising, amid this wave of transfers 

abroad there are a number of exceptions. The Indian 

company Wipro, a business with a human face and 

thus a real owner, has bought the Rovaniemi-based 

Saraware, and Sasken Communication Technologies is 

in the process of buying Botnia Hightech in Kaustinen.  

Both of the companies being acquired have consider-

able know-how in the fi eld of wireless data communi-

cations so! ware. The purchasers lacked this expertise. 

Although one should be cautious in cases like these, the 

fi rst indications have been that the number of profes-

sional staff  will be doubled. The companies that have 

been bought have also been given the opportunity to act 

as contacts in the Nordic area for other local companies. 

Having a fi rm foothold in Finnish business culture to 

draw on will clearly make cooperation with other Nor-

dic companies easier for the newcomers. 

In Finland’s neighboring regions, the signals where 

manufacturing is concerned have been positive and 

operations seem to be expanding. However, there are 

experiences from distant countries that information se-

curity is fraught with serious diffi  culties. For example, 

foreign workers do not understand the binding nature 

of confi dentiality agreements.

Many large organizations made decisions to outsource 

based on what were hasty assessments and have now 

been compelled to insource by either returning opera-

tions to the original company or having a new partner 

produce the services.

Elektrobit is among the companies that have followed a 

path of their own. A year ago, it announced that it would 

no longer hire employees in Finland because this was 

too expensive. Now it has reported that it is hiring over 

200 engineers for design, including Finns. The compa-

ny’s design projects involve wireless communication 

solutions and embedded so! ware for automobiles.

Finland still has a solid reputation in the world as a re-

liable partner, whose products have a quality one can 

trust. Essential to this success is that we have not tried 

to be good in every fi eld but have sought to excel in 

certain narrow “spearhead” sectors.

Information Security in Out-

sourcing 

The outsourcing of services always entails information 

security risks. It is essential that both the client and the 

service-producing organization consider themselves 

winners; this is the win-win principle.

Outsourcing can mean taking a very limited, short-term 

job out of the company. It can also involve an individual 

project or system that is given to a service provider to 

handle. When both parties know the area of operations 

in detail, as well as the special issues of IT and contract 

law involved, outsourcing has every prospect of suc-

cess. If the case is one of complete outsourcing, for ex-

ample all IT operation, there is a risk that the company 

will lose strategic know-how. If this is lost, the develop-

ment of the company may seriously falter and go awry.
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Where operations are outsourced, it is essential that cus-

tomer related information meets the basic standards of 

information safety: the information must be confi den-

tial, correct and accurate and available. Confi dentiality 

means that the information is accessible only to those 

who have the right to use it and that it is not disclosed 

to anyone else nor does anyone else have the opportu-

nity to manipulate it. A service provider’s clients are 

o! en competitors and a breach of confi dentiality here 

would be catastrophic for it. Reliability of individuals 

becomes a prominent concern in the case of outsourc-

ing. Accuracy means that at all times the information 

is what it is supposed to be; in other words, it refl ects 

the company’s true situation at the time. Availability of 

information means that those entitled to access the in-

formation should be able to receive it immediately or 

a! er only a very short delay. Important information is 

o! en marked 365/7/24, meaning that it should be avail-

able at any time of the day, any day of the week and any 

week of the year.

It is very important to defi ne information security pro-

cedures and aims when outsourcing. A company must 

be aware of the importance of information security and 

see to it that management of information security with-

in the organization is in the hands of professionals.

Rising to the Challenge

All business sectors - modern IT and mobile phone 

networks being no exception - eventually reach a cer-

tain maturity where the knowledge work associated 

with production and design reach a plateau. Well-es-

tablished knowledge work that is strongly linked to a 

technology sector is easier to outsource or transfer to 

cheap-labor countries than, for example, work in hu-

man-centered sectors and sectors that stress social inno-

vations. But can we fi nd an area of research that has ex-

tensive potential for development, one where planning 

and implementation require expertise and presence of 

users and the research resources? This is what service-

provision has proven to be. Services can be understood 

broadly to include the public and private sectors as well 

as research, development, design and implementation. 

If such work is to succeed, it will require at least the 

development of an innovation system that provides 

eff ective support for social as well as technological in-

novations. How might we then add to this elements of 

operational models in multidisciplinary contexts and of 

research on the theory of science?

Expectations to the Northeast

Extensive plans are now in the works for exploiting the 

energy and raw materials just to Finland’s northeast. 

The Barents Sea is estimated to hold 25 percent of the 

world’s oil and gas deposits, most of these in Russia. 

Russia is thought to have the world’s largest reserves 

of natural gas. Where the maritime areas north of Fin-

land were once a crucial Cold War venue, they are now 

a stage where rival energy strategies are playing out. 

With the continued instability in the Middle East, we 

will most likely see the world take an intensifi ed inter-

est in the Barents.

At the moment, international interest is focused on the 

Shtockman gas fi eld in the Barents Sea off  of Murmansk. 

It is a project with at least ten times the potential of the 

Lumikki fi eld being developed off  the coast of Norway. 

There are no Finnish businesses that could implement 

the project but a large number of subcontracts are in the 

offi  ng. One indication of the scale of the project is that 

the price of housing in Murmansk – which has  suff ered 

a declining population – has now begun to rise. Finnish 

business would have much to contribute and to gain in 

creating a new infrastructure in the region’s harbors. 

On balance, it is not hard to conjecture that the present 

trend towards outsourcing production and services 

will soon turn in our favor. What opportunities do busi-

nesses in Northern Finland have to meet the demand 

that will soon come our way? Surprisingly, our remote 

location is proving to be a benefi t; we fi nd a bountiful 

harvest right next door for the reaping.

The Barents could be a source of wealth to us today 

comparable to the Sampo, the magic mill of the Kalevala. 

Businesses in the region tend to be small, and each has 

its own success story. The question is how a relatively 

sca" ered business community can focus its energies on 

joint goals rather than embark on ruinous, dog-eat-dog 

competition? The production capacity of individual 

businesses falls short of the volume needed. The solu-

tion is to form extensive cooperative networks, specifi -

cally in the SME sector: this is what will raise the value 

of work in Northern Finland to what it should be and 

give it the depth it needs.

Finland’s Objectives

The chambers of commerce in Northern Finland have 

begun demanding that the government pay more a" en-

tion to the potential of the North. Politicians and civil 

servants have done quite a lot but the fruits of their la-

bors are still on the vine. Many of these will ripen for 

the picking during the Finnish EU presidency.

The Northern Dimension has been given high priority 

as part of the Finnish presidency. Russia has joined the 

countries that have commi" ed themselves to the new 
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Northern Dimension Policy Framework Document. The 

document and a political declaration are scheduled to 

be approved at the EU-Russia Summit in November. 

The Northern Dimension will become a joint policy of 

the EU, Russia, Iceland and Norway. The environmental 

partnership that forms part of the Northern Dimension 

has made projects available to Finnish businesses, the 

economic partnership being planned would no doubt 

off er similar benefi ts. A second crucial priority during 

the EU presidency is competitiveness. The two areas 

– the environment and economics - come together in 

the R&D funding of business in the North. The fund-

ing could be directed specifi cally to the improvement 

of networking.

Finland is currently also chair of the Barents Euro-

Arctic Council, an organization stressing regional and 

intergovernmental cooperation. Economic cooperation, 

one of the key themes of Finland’s chairmanship, will 

contribute to networking among SMEs. With the sup-

port it receives from the Barents Council, the University 

of Lapland’s Arctic Centre will soon be able to provide 

a broader and richer range of information of the kind 

that businesses in the Barents area have been looking 

for. As borders between countries in the region fade, the 

exchange of information and questions of information 

security become more topical than ever before.

The task of the Finnish-Russian Off shore Technology 

Working Group, set up back in the late 1970s, is to de-

velop the cooperation aimed at utilizing the oil and gas 

resources of the arctic regions and the continental shelf 

of freezing seas. The Working Group, coordinated by 

the Finnish Ministry of Trade and Industry includes 

representatives from not only the national government 

but the relevant regions and the business communities 

as well. Today the Working Group reports to the Finn-

ish-Russian Economic Commission.

Participating in the work of the Commission are a 

number of ministries and companies from the Russian 

Federation, e.g., the Ministry of Energy, the Ministry of 

Natural Resources, The Ministry of Industry, Science 

and Technology, and the Ministry of Economic Devel-

opment and Trade and Gazprom, Lukoil and Rosne! . 

The principal organizations on the Finnish side are the 

energy company Fortum, the shipbuilding and marine 

technology industries and the construction industry. 

Other partners include major research institutes. The 

activities of the Commission are coordinated by the 

Finnish Ministry of Trade and Industry. 

Finland’s aim here is to support projects exploiting 

oil and gas deposits in the northern regions of Russia 

- projects that could ensure the supply of energy in Fin-

land. The cooperation is geared towards developing 

oil and gas transportation and other services along the 

Northeast Passage. It will also contribute to Finnish in-

dustry as a builder of infrastructure and equipment for 

the oil and gas industries.

The chambers of commerce form a natural foundation 

for business networking; cooperation among chambers 

of commerce is already routine in the Barents. With a 

country like Russia involved, government support for 

cooperation is also important. Its role is to maintain 

good relations between the countries and remove any 

and all obstacles to collaboration among businesses. 

Finland has done its utmost to accomplish just this by 

taking part in bi- and multilateral forms of cooperation 

through the EU, regional organizations and the Finnish-

Russian Economic Commission. In the Barents Region, 

this work has to set itself long-term goals. Not all of the 

fruits of these eff orts can be plucked at one go. 

The SME Sector

In the years to come, effi  cient networking in the SME 

sector in northern Finland will be a key factor in the 

national economy.  What we propose is that eff orts be 

made to enhance networking capability in ongoing R 

& D activities. Here we mean the ability of a business 

or organization belonging to a network to function in 

that network 1) in a process-oriented manner, as an effi  -

cient performer of the tasks required; 2) in a disciplined 

and professional manner, for example, in using agreed 

standards and procedures; and 3) as a network partner 

fully conscious of the importance of information secu-

rity. This will require that each organization in the net-

work develop its management practices as well as its 

know-how with the needs of networking operations. 

It would be desirable to build sector-specifi c networks 

initially for purposes of training. Cooperative networks 

take on a heightened signifi cance when the volume of 

actual production increases.

The Keys to the Future

Although work is slipping through our fi ngers and go-

ing to countries where the cost of labor is low, there are 

nevertheless some new prospects in view. Business in 

the Barents will not be a ma" er of who can deliver goods 

and services most cheaply; the focus will be on who has 

the requisite level of professional skill and expertise - 

and will enjoy salaries commensurate with these quali-

fi cations. Can we prepare ourselves adequately for this 

new phase of development by supporting small busi-

nesses cooperation among them? How can we see to it 

that also issues of information security are made part 

of the daily routine in these businesses? If we cannot 
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address these questions, we will have the unenviable 

task of seeing production slip away towards the Baltic 

or even Central Europe for lack of volume and lack of 

the ability to cooperate.

The Tides of Time

Cycles of good and bad years are part and parcel of busi-

ness life. Economic collapse is not out of the question by 

any means. We only have to go back to the stock market 

crash of the early 1990s and the collapse when the bub-

ble that was the “hyper” phenomenon burst at the end 

of the millennium. Now we are learning to leave out the 

‘e’ where it is self-evident, but without collapses. The 

new IT will take that as self-evident.

Perhaps what we see is the dawn of a new era. Infor-

mation processing is making use of ever smaller units. 

Alongside traditional computers we have smaller 

pieces of equipment that grab their power where they 

can. In new networks one does not need servers in the 

traditional sense. However, the Internet will remain an 

information superhighway and on the level of protocol, 

networks will still rely heavily on IP-based solutions. 

Nevertheless, it would be worth our while to draw at-

tention to a signifi cant change: IT (Information Technol-

ogy) is now being gradually replaced in modern organi-

zations by a new IT (Interactive Technology).

What is our position now and in the future on globali-

zation? It has been claimed that a small country like Fin-

land cannot change or infl uence the direction or content 

of globalization; in other words it can only try to adjust 

to the changes as effi  ciently as possible. This claim and 

its conclusion seem distressing. Must we adjust to the 

loss of thousands of thousands of jobs to cheap-labor 

countries? Or do we fi nally have what it takes to suc-

cessfully chart today’s unse" led waters? 

References

Barents Euro-Arctic Region [www-dokumen" i] h" p://

www.beac.st/

Brusin-Niemi, Pirjo et al. (2000) (toim.). Alkuperäiskansat 

ja öljy – seminaarirapor! i.  Uhanalaisten kansojen ja kult-

tuurin puolesta – Fjärde Världen ry. Turku.

Haukkala, Hiski (2001). Two reluctant regionalizers?: 

the European Union and Russia in Europe’s north. 

Finnish Institute of International Aff airs. UPI working 

papers ; 32. Helsinki.

Heikkilä, Markku (1998). Arktiset Visiot. KL-Paino, 

Ylivieska.

Heininen, Lassi – Jyrki Käkönen (toim.) (1998). The New 

North of Europe. Perspectives on the Northern Dimension. 

Tampere Peace Research Institute. Research report No. 

80. Jäljennepalvelu, Tampereen yliopisto, Tampere.

Heininen, Lassi (1999). Euroopan pohjoinen 1990-luvulla. 

Moniulo! eisten ja ristiriitaisten intressien alue. Lapin yli-

opisto 1999, Rovaniemi. 

Heininen, Lassi (1999b). Security in the European North. 

From ‘Hard’ to ‘So" ’. Lapin yliopistopaino, Rovaniemi.

Heininen, Lassi (2002). Building a Partnership – Russia 

as a part of Europe. Teoksessa Lassi Heininen (toim.) 

Northern Borders and Security.  p. 97-138. Turun kaup-

pakorkeakoulu. Kirjapaino Grafi a Oy, Turku.

Keskitalo, Carina (2002). Constructing `the Arctic` dis-

courses of international region-building. Lapin yliopisto, 

Rovaniemi.

Käkönen, Jyrki - Kaisa Lähteenmäki (1995). Regionali-

zation and the Theory of International Relations. Tampere 

Peace Research Institute. Research Report  No. 64, 1992. 

University of Tampere.

Käkönen, Jyrki (toim.) (1996). Dreaming of the Barents Re-

gion. Interpreting Cooperation in the Euro-Arctic Rim. Tam-

pere Peace Research Institute. Research Reports, no. 73, 

1996. University of Tampere. 

Käkönen, Jyrki (2002). The Northern Dimension of the 

European Union and Finnish- Russian Border. Teokses-

sa Lassi Heininen (toim.) Northern Borders and Security.  

p. 139-168. Turun kauppakorkeakoulu. Kirjapaino Gra-

fi a Oy, Turku.

Laitinen, Kari (2002). The Concept of Security Border in 

the Northern Dimension Process. Teoksessa Lassi Hein-

inen (toim.) Northern Borders and Security. Turun kaup-

pakorkeakoulu. Kirjapaino Grafi a Oy, Turku.

Langlais, Richard (2000). Arctic Cooperation Organiza-

tions. A Status Report on Their Work. Prepared for the 

Fourth Conference of Parliamentarians of the Arctic Re-

gion, Rovaniemi, 27-29 Aug 2000.

Lähteenmäki-Smith, Kaisa (1999). Globalization and Re-

gionalization as Concurrent Phenomena in the European 

Governance Structure. Turun yliopisto, Turku.

Young, Oran R. and Osherenko, G. (1993). Polar Politics. 

Creating International Environmental Regimes. Cornell 

University Press, London.

Young, Oran R. (2000). The Structure of Arctic Coopera-

tion: Solving Problems/Seizing opportunities. Prepared for 

the Fourth Conference of Parliamentarians of the Arctic 

Region, Rovaniemi, 27-29 Aug 2000.  


