Jaakko Aspara

EMERGENCE AND TRANSLATIONS OF MANAGEMENT
INTERESTS IN CORPORATE BRANDING
IN THE FINNISH PULP AND PAPER CORPORATIONS

A STUDY WITH AN ACTOR-NETWORK THEORY APPROACH

HELSINKI SCHOOL OF ECONOMICS
ACTA UNIVERSITATIS OECONOMICAE HELSINGIENSIS

A-292



Jaakko Aspara

EMERGENCE AND TRANSLATIONS OF MANAGEMENT
INTERESTS IN CORPORATE BRANDING
IN THE FINNISH PULP AND PAPER CORPORATIONS

A STUDY WITH AN ACTOR-NETWORK THEORY APPROACH

HELSINKI SCHOOL OF ECONOMICS
ACTA UNIVERSITATIS OECONOMICAE HELSINGIENSIS

A-292



© Jaakko Aspara and
Helsinki School of Economics

ISSN 1237-556X
ISBN 978-952-488-096-1

E-version:
ISBN 978-952-488-107-4

Helsinki School of Economics -
HSE Print 2007



Summary

The riddle of this Thesis is: How come the management of the Finnish pulp and paper (P&P)
corporations became interested in corporate branding around the year 2000? By the Finnish
P&P corporations, I refer particularly to the three large P&P corporations based in Finland in
2005: UPM-Kymmene, Stora Enso, and M-Real. By the management, I refer to managers of these
corporations including the top managers, i.e. CEOs and executive board members, and even the
members of the Boards of Directors.

To marketing and branding research, the riddle concerning these P&P corporations,
typical business-to-business (B2B) companies, is intriguing and even involves some paradoxes.
First, if corporate branding is considered to relate to marketing to customers - as branding
usually is - there is some paradoxical nature in the question why the management of B2B
companies would become interested in corporate branding. On the one hand, it is a commonly
held view that managers of B2B companies are usually not very interested in “branding”. So,
why would the management of B2B companies become interested in “corporate branding”? On
the other hand, managers of B2B companies have, arguably, always been interested in their
companies’ reputation or image as suppliers. Since “corporate brand” appears fairly
synonymous to “company reputation/image”, and if B2B companies have assumingly always
been interested in that, why would the management of B2B companies suddenly become
interested in “corporate branding”?

Second, it can be recognized that ever since “corporate branding” was first explicitly
discussed by researchers, corporate branding has been understood as being about managing
and creating positive images of the company - not only in the minds of the customers, but in
the minds of other stakeholders of the company, too. However, it seems unlikely that the
managers of any company would become interested in “corporate branding” in order to e.g.
make “all stakeholders hold a positive image of the company” in a vague and all-embracing
way. Rather, it is likely that they become interested in certain management practices of
corporate branding, as these are considered to serve certain specific interests related to certain
stakeholders.

Noting that the managers of the P&P corporations studied themselves seemed to largely
consider the interest in corporate branding as having emerged inevitably, as a “natural
continuance” of longer-term developments related to certain aspects, I set out to study how the
management interest in corporate branding emerged in relation to those longer-term
developments. The aspects were (1) shareholders, shareholder value, and share price; (2)
differentiation in the market; (3) the selling of own products; (4) international expansion; and
(5) environmental responsibility issues. The managers’ suggestions that the interest in corporate
branding had, in a way, self-evidently emerged from developments related to these aspects
made me think of them as taken-for-granted in relation to the interest in corporate branding.

Further noting that the managers themselves seemed to consider the interest in corporate
branding as having emerged particularly in relation to mergers and acquisitions (Mé&As)
around the year 2000, I set out to study the emergence of the management interests also in
relation to them.

In studying the emergence of the management interest in corporate branding, I used an
actor-network theory (ANT) approach. First of all, studying the riddle in relation to the taken-
for-granted aspects corresponded to ANT, which emphasizes that researchers should start
studying things from such points on where they were not yet taken for granted, or “black-
boxed”. I chose to start from the situation concerning the Finnish P&P corporations in the early
1980s, when the aspects were less taken for granted. Also, I followed a general ANT tenet of
“actors themselves make everything” in looking into what the practices of corporate branding
were that the management of the Finnish P&P corporations became mainly interested in, and
how they became interested in those practices. So, I abstained from defining myself what
corporate branding would be in the case of the Finnish P&P corporations and their
management, from interpreting certain management practices as corporate branding, and from
arguing for certain benefits resulting from the interest in them.

ANT called for me to trace and describe local and contingent histories of orderings
whereby the management of the individual companies, the Finnish P&P corporations, had
become interested in certain management practices of corporate branding. I based my ANT
Description on interviews of managers and executives of the three major Finnish P&P
corporations, of persons closely interacting with them, and of persons representing various



other actors. The interviews, conducted during the year 2005, totalled 67 in number. Moreover,
the Description was based on extensive source material and literature produced by the P&P
corporations themselves and by third parties.

Allin all, the Description resulting from the use of an ANT approach helps to see how the
concept of corporate branding did not merely diffuse as ready-made to the P&P corporations or
due to certain structural forces. It helps to see how corporate branding got (socially) constructed
or translated in the corporations, and especially: how the interest in corporate branding
emerged in a historical process in relation to the black-boxing of certain aspects and how it
ultimately emerged at certain moments in the histories of the companies - around the year 2000
and, further, at the specific instances of M&As around that time. Moreover, the Description
helps to see how the management interest in corporate branding ultimately emerged not only in
a temporal moment or simply as a natural continuity or a culmination of some developments -
e.g. of those related to the taken-for-granted aspects. It shows how the interest emerged also in
an interstice and place of confrontation, through some play of dominations and struggle of
forces. It helps to see how the emergence of the interest in corporate branding was about a
reversal of a relationship of forces, by showing how different managers came to have various
interests in their world-mastering efforts but became themselves eventually somewhat
mastered by corporate branding (and certain managers). It helps to see how a somewhat more
unified management subject - with a common interest in corporate branding - got constructed,
as common management practices of corporate branding would serve and translate the
different interests of different managers. Finally, the Description helps to see how the power of
certain managers and actors grew while certain management interests held, particularly, by
certain other managers were suppressed or “Othered”.

Although the whole ANT Description can be seen as serving to solve the riddle of how
come the management of the Finnish P&P corporations became interested in corporate
branding around the year 2000, I had as my research objective to make further, more concise
findings and conclusions concerning the riddle of the study on the basis of the Description. This
was mainly because I aimed to contribute primarily to marketing and branding research, which
can be considered to be inclined towards the realist paradigm, pursuing fairly concise findings
to specific research questions. Particularly, I asked (1) what were the main (immediate)
management interests in/behind corporate branding in the Finnish P&P corporations?; (2) what
were the management practices of corporate branding in which the management of the Finnish
P&P corporations mainly became interested?; and (3) to what management practices of
corporate branding were the (immediate) management interests in corporate branding
“translated” in the Finnish P&P corporations? Furthermore, according to ANT authors’ interest
in “Otherness”, I asked: (4) what management interests were Othered by the management
practices of corporate branding in the Finnish P&P corporations? Finally, to summarize the
historical developments, I also asked what “preconditions”, concerning the longer-term
developments related to the taken-for-granted aspects, as well as the M&As around the year
2000, there were for corporate branding and how the management interests in corporate
branding were related to them.

As concise Findings of the Thesis, I summarize the preconditions for the management
interest in corporate branding, the (immediate) management interests in/behind corporate
branding, the management practices in which the management became interested in corporate
branding, the translations of the management interests to the management practices, and the
management interests potentially Othered by the management practices.

Contributing to marketing and branding research, when it comes to management practices
of corporate branding, I conclude that the management became integrally interested in various
management practices which can be considered to relate to:

(1) managing the brand hierarchy of the brand portfolio,

(2) having corporate name dominance in association with product brands and units of the
corporation, and

(3) defining and communicating aspirational brand identity /image values.

When it comes to the management interests in/behind corporate branding, I conclude that they
concerned not only the management of relationships to customers but also the management of
relationships to investors and investment analysts, of internal relationships to and between the
corporation’s own employees and managers, and of relationships to potential employees. At
large, corporate branding was also about marketing the corporation to investors and investment
analysts and current and potential employees, not only to customers. In corporate branding, the



management of relationships to customers, investors and analysts, to and between the
company’s own employees and managers, and to potential employees became intertwined.

Concerning marketing to investors and analysts, there were interests in increasing investor
awareness of the corporation as a paper and board company, as well as in emphasizing the
corporation’s brands, communicating a clear and focused portfolio of core products and
businesses, and signalling renewal to analysts and investors. Concerning marketing to own
employees and managers, there were interests in having employees identify themselves with
and be proud of the corporation; committing managers to corporate strategies and goals; and
having employees adopt a way of working with certain attitude, such as a proactive customer-
helping attitude and environmentally and socially responsible attitude. Concerning marketing
to potential employees, there was an interest in increasing their awareness of the corporation as
an employer.

Concerning marketing to customers, the interests in long-term marketing, in particular,
were strong, e.g. having customers perceive, consider the attractiveness of, and demand new
kinds of offerings by the corporation, which would de-emphasize individual products and
emphasize the corporation’s whole product range, supply reliability, services, and solutions. At
the same time, interests in short-term marketing and sales, as well as even segmentation, were
potentially Othered.

At a more general level, I conclude that corporate branding in the Finnish P&P
corporations is an instance of employing strategic corporate management practices where
relationships to various stakeholders - not only e.g. customers - are managed simultaneously.
Furthermore, I see corporate branding as an instance of marketing the corporation not only to
customers but simultaneously to various stakeholders, including, for example, investors and
analysts, and current and potential employees. I encourage managers to develop, experiment
with, and implement more such strategies - with “corporate tenaciousness” and by providing
right incentives to managers of different levels.

When it comes to secondary contributions, contributing to general management and
organization research concerning management power relations, I conclude that in corporate
branding, the power of corporate communications and corporate marketing managers grew in
managing day-to-day business with customers and in managing relationships to investors and
internal relationships to and between employees and managers. The corporate communications
and corporate marketing managers increased their influence, control, and power, reducing the
power of e.g. mills, divisions, sales offices and their managers, as well as human resources
managers. Moreover, corporate marketing and corporate communication managers largely
combined their forces in speaking for corporate branding. Concerning the adoption of
administrative innovations or fashionable management concepts/techniques, I conclude that
their adoption in individual companies may occur in a matrix. This notion of a matrix stems
from: (1) various individual management interests of different managers being served by a
certain new individual management practice; (2) a certain individual management interest of
certain managers being served by various new individual management practices, and (3) the
management interests served by the new management practices being stronger than certain
management interests Othered by the management practices. As an additional contribution, I
conclude that one management practice of corporate branding in the Finnish P&P corporations,
i.e. focusing promotion on one brand per product, was an instance of “decoupling”.

Finally, as an additional contribution to Finnish P&P industry research, I conclude that the
management interest in corporate branding related to the recognition of increasing importance
of marketing, communication, and image-building; the urge to attract and satisfy investors and
investment analysts; and the recognition of the increasing importance of motivating and
attracting employees.

KEYWORDS: corporate brand(ing), business-to-business brand(ing), industrial brand(ing), pulp
and paper industry, forest industry, actor-network theory, corporate marketing, investor
relations, internal marketing, stakeholders, administrative innovation, management fashion
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Tiivistelma (suomeksi)

Tamén viitoskirjan arvoitus on: miten ja miksi suomalaisten paperi-/metsidyhtididen (pulp &
paper) yritysjohto kiinnostui yritysbrandayksestd vuoden 2000 tienoilla? Suomalaisilla
metsdyhtioilld viittaan kolmeen suureen metséteollisuusyritykseen, joiden kotipaikka oli
Suomessa vuonna 2005: UPM-Kymmene, Stora Enso ja M-Real. Yritysjohdolla tai johdolla
viittaan ndiden yritysten johtajiin, mukaan lukien ylimmat johtajat, kuten toimitusjohtajat ja
johtoryhmien jasenet, jopa hallitusten jasenet.

Markkinointi- ja branditutkimuksen kannalta kyseinen arvoitus koskien néitd yhtioits,
jotka ovat tyypillisid business-to-business (B2B) -yrityksid, on mielenkiintoinen ja pitda sisallaan
jopa paradokseja. Ensinnikin, jos yritysbrianddyksen katsotaan liittyvan markkinointiin
asiakkaille - kuten brandéyksen yleensd katsotaan - kysymyksessa siitd, miksi B2B-yritysten
yritysjohto kiinnostuisi yritysbrandéayksests, on paradoksaalista luonnetta. Yhtaaltd, on yleinen
kasitys, ettd B2B-yritysten johtajat eivit yleensd ole kovin kiinnostuneita “brandayksestd”. Siis,
miksi he kiinnostuisivat “yritysbranddyksesta”? Toisaalta, voidaan todeta, ettd B2B-yritysten
johtajat ovat aina olleet kiinnostuneita yritystensa toimittaja- ja yritysmaineesta/-imagosta
asiakkaiden keskuudessa. Kun “yritysbrandid” voidaan pitdd synonyymina “yritysmaineen/-
imagon” kanssa ja kun B2B-yritysten johto on oletettavasti aina ollut kiinnostunut tésta, miksi
B2B-yritysten johto yhtakkia kiinnostuisi “yritysbrandayksesta”?

Toiseksi, jos otetaan huomioon, etté aina siitd 1dhtien kun tutkijat alkoivat alunperin
puhua “yritysbrandayksestd”, se on ymmarretty positiivisten mielikuvien luomiseksi ja
hallitsemiseksi ei vain yrityksen asiakkaiden, vaan my6s yrityksen muiden sidostoimijoiden
mielissd. Mutta silti: on epdtodennikaists, ettd minkaan yrityksen johto kiinnostuisi vahvasti
yritysbrandayksestd kovin epamédrdisessd mielessd, kuten luodakseen “kaikkien mahdollisten
sidostoimijoiden mieliin positiivisia mielikuvia yrityksestd”. On todennédkoisempéd, ettd johto
kiinnostuu tietyista yritysbrandayksen johtamiskdytinnoistd, ndhdessaan niiden palvelevan
tiettyjd spesifejd intresseja tiettyihin sidostoimijoihin liittyen.

Havaitessani, ettd suomalaisten metsdyhticiden johtajat itse vaikuttivat ndkevan
kiinnostuksen yritysbrandadykseen nousseen viistaméttd, ikdan kuin tiettyihin aspekteihin
liittyneiden pidempiaikaisten kehityskulkujen “luonnollisena jatkumona”, ryhdyin tutkimaan,
miten kiinnostus yritysbranddykseen nousi suhteessa noihin kehityskulkuihin. Kyseiset
aspektit koskivat (1) osakkeenomistajia, omistaja-arvoa ja osakekursseja; (2) differentiaatiota
markkinoilla; (3) omien tuotteiden myymistéd; (4) kansainvélistd laajenemista; ja (5)
ympéristdvastuuasioita. Johtajien ndkemykset, ettd kiinnostus yritysbrandédykseen olisi noussut
tavallaan itsestdanselvyytena naihin aspekteihin liittyneistd kehityskuluista sai minut pitimaan
niitéd jossain madrin itsestddnselvyyksind suhteessa yritysbrandayskiinnostukseen.

Edelleen havaitessani, ettd johtajat itse vaikuttivat nikevén kiinnostuksen
yritysbrandadykseen nousseen erityisesti suhteessa fuusioihin ja yritysostoihin vuoden 2000
tienoilla, ryhdyin tutkimaan kiinnostuksen nousua myos suhteessa niihin.

Tutkiessani johdon kiinnostuksen nousua yritysbrandaykseen, kiytin actor-network
theory (ANT) -ldhestymistapaa. Ensinnékin, arvoituksen tutkiminen suhteessa ylld mainittuihin
itsestddnselvyyksiin vastasi hyvin ANT:t4, joka korostaa, ettd tutkijan tulisi aloittaa
tutkimuksensa vaiheesta, jolloin asioita ei ole vield alettu pitdd itsestdanselvind, “mustina
laatikkoina”. Valitsin aloitusajankohdaksi 1980-luvun alun, jolloin mainitut aspektit eivét vield
olleet itsestddnselvyyksid. Mukailin ANT-oppia toimijoiden seuraamisesta tutkimalla, mista
yritysbranddyksen johtamiskiytinnoistd johtajat itse asiassa kiinnostuivat ja miten he
kiinnostuivat néistd kdytannoistd. Pidattaydyin siis itse madritteleméstd, mité yritysbrandays
olisi suomalaisten metsdyhtividen tapauksessa, tulkitsemasta tiettyjd johtamiskaytantoja
yritysbrandaykseksi ja olettamasta tiettyja hyotyjd kiinnostuksesta niitd kohtaan.

ANT vaati jéljittdiméaan ja kuvaamaan tilannekohtaisia jédrjestaytymisen historioita, joiden
myo6td yksittdisten yritysten, eli suomalaisten metsiayhtididen, johto kiinnostui tietyista
yritysbrandayksen johtamiskaytinnoista. Perustin ANT-kuvauksen metsayhticiden johtajien,
seké johtajia laheltd seuranneiden henkildiden, haastatteluihin. Haastatteluita, jotka tehtiin
vuoden 2005 aikana, oli yhteensé 67. Lisidksi perustin kuvauksen laajaan lahdemateriaalin ja -
kirjallisuuden kayttoon.

Kaiken kaikkiaan ANT-lihestymiseen perustuva kuvaus auttaa ndkeméin, kuinka
yritysbrandédyksen konsepti ei diffusoitunut “valmiina” metsayhticihin tai tiettyjen
strukturaalisten voimien vaikutuksesta. Se auttaa nakeméan, kuinka yritysbrandays tuli



(sosiaalisesti) konstruoiduksi tai kdannetyksi (engl. translated) yhtitissa ja erityisesti: kuinka
kiinnostus siihen nousi historiallisen prosessin myoti, jossa tietyistd aspekteista muodostui
itsestddnselvyyksid, ja kuinka kiinnostus lopulta nousi tiettyind yhtiéiden historianhetkina -
vuoden 2000 tienoilla ja edelleen yksittdisten fuusioiden ja yritysostojen hetkilld noihin
aikoihin. Lisdksi kuvaus auttaa ndkemaan, kuinka johdon kiinnostus yritysbrandaykseen ei
lopulta noussut vain ajallisessa hetkessi tai tiettyjen kehityskulkujen luonnollisena jatkumona
tai kulminaationa - esim. mainittuihin itsestddn selviin aspekteihin liittyvien. Se auttaa
nikemidn, kuinka kiinnostus nousi myds konfrontaation saumassa, tietynlaisen
valtakamppailun ldpi. Se auttaa ndakeméén, kuinka kiinnostuksen nousu yritysbrandaykseen oli
tavallaan vallan keikaus, ndyttden miten yksittiisille johtajille muodostui erilaisia intresseja
heidén hallitsemisyrityksissddn, mutta kuinka eri johtajat itse tulivat lopulta hallituiksi
yritysbrandayksen toimesta (ja tiettyjen johtajien). Se auttaa ndkemaan, kuinka melko
yhtendinen yritysbranddyksestd kiinnostunut yritysjohtosubjekti tuli konstruoiduksi, kun
yhteiset yritysbrandédyksen johtamiskadytannot palvelisivat ja kdantdisivit eri johtajien eri
intressejd. Lopulta kuvaus auttaa ndkeméadn myos, kuinka tiettyjen johtajien valta kasvoi, kun
taas tiettyjen johtajien tiettyja intressejd poljettiin tai joutui “toiseuden” (engl. Otherness) piiriin.

Vaikka koko ANT-kuvauksen voi ndhdé olevan sen arvoituksen ratkaisua, miten ja miksi
suomalaisten metsdyhtiéiden yritysjohto kiinnostui yritysbrandayksestd vuoden 2000 tienoilla,
otin tutkimustavoitteekseni myos tiiviiden 1oydosten ja johtopéatosten tekemisen arvoitusta
koskien, kuvauksen perusteella. Tama johtuu siitd, ettd tarkoituksenani oli kontribuoida
erityisesti markkinointi- ja brandaystutkimukseen, joka taas on kallistunut realismin suuntaan
hakien tiiviitd vastauksia spesifeihin tutkimuskysymyksiin. Erityisesti kysyin (1) mitka olivat
pédasialliset (valittomaét) johtamisen intressit yritysbranddyksen takana suomalaisissa
metsdyhtivissd?; (2) mitka olivat johtamiskdytannot, joista suomalaisten metsdyhtididen johto
pédasiallisesti kiinnostui?; (3) mihin yritysbranddyksen johtamiskaytantoihin
yritysbrandédyksen johtamisen intressit kdantyivit (translations) suomalaisissa metsdyhtiissa?
Edelleen, mukaillen ANT-tutkijoiden ajatusta “toiseudesta” kysyin: (4) mitd johtamisen
intressejd joutui toiseuden piiriin (poljettiin) yritysbrandayksen johtamiskaytinnoilla? Lopuksi,
tiivistddkseni historialliset kehityskulut kysyin myos, mitd “ennakkoedellytyksia”
yritysbrandaykselle oli, koskien pidempiaikaisia, itsestdédn selviin aspekteihin liittyvid
kehityskulkuja ja koskien fuusioita ja yritysostoja vuoden 2000 tienoilla.

Tutkimuksen tiiviinad 16ydoksina tiivistan tyosséni yritysbranddyksen ennakkoehdot;
yritysbrandayksen takana olleet (vélittomat) johtamisen intressit; yritysbrandayksen
johtamiskdytinnot, joista johto kiinnostui; noiden johtamisen intressien kddnnokset noiksi
johtamiskaytinnoiksi; seké yritysbranddyksen johtamiskéytintéjen myotd potentiaalisesti
poljetut toiset johtamiskaytannot.

Markkinointi- ja brandaystutkimukseen kontribuoiva paatelméni on, koskien
yritysbrandayksen johtamiskaytintojd, ettd tutkittujen yritysten johto kiinnostui
kokonaisvaltaisesti johtamiskaytannoists, jotka liittyivat:

(1) brandiportfolion brandihierarkian hallitsemiseen,

(2) yritysnimen dominanssiin yrityksen tuotebrédndien ja yrityksen yksikéiden yhteydess4,
ja

(3) tavoitteellisten yritysbrandin identiteetti-/imagoarvojen méérittelemiseen ja
kommunikoimiseen.

Mita tulee johtamisen intresseihin yritysbrandayksen takana, paatelméni on, ettd ne eivit
koskeneet vain suhteiden johtamista asiakkaisiin, vaan mys suhteiden johtamista sijoittajiin ja
sijoitusanalyytikkoihin, yrityksen omiin tyéntekijoihin ja johtajiin sekéd potentiaalisiin
tyontekijoihin. Laajasti ottaen yritysbrandayksessa oli kyse yhtion markkinoimisesta sijoittajille
ja sijoitusanalyytikoille sekd omille ja potentiaalisille tyontekijoille, ei ainoastaan asiakkaille.
Toisaalta suhteiden johtaminen asiakkaisiin, sijoittajiin ja analyytikkoihin, omiin tyontekijoihin
ja johtajiin ja potentiaalisiin tyontekijoihin kietoutui tiiviisti yhteen.

Koskien markkinointia sijoittajille ja analyytikoille, yritysbranddyksen johtamisen
intressejd olivat yhtion tunnettuuden lisddminen sijoittajien joukossa sekad yhtion brandien
vahvuuden korostaminen, selkeén ja fokusoidun ydintuotteiden ja ydinliiketoiminta-alueiden
portfolion viestiminen seké uudistumiskyvyn signaloiminen sijoittajille ja analyytikoille.
Koskien (sisdistd) markkinointia omille tyontekijoille ja johtajille, intresseissa oli tyontekijéiden
identifioitumisen ja ylpeyden lisddminen yritystd kohtaan, johtajien sitouttaminen yhtiétason
strategioihin ja tavoitteisiin seka tyontekijoiden saaminen tydskentelemédan enemman tietylla
asenteella, kuten aloitekykyisell4 ja asiakasta auttamaan pyrkivilld asenteella ja ympéristo- ja



sosiaalisesti vastuullisella asenteella. Koskien markkinointia potentiaalisille tyontekijoille,
intresseissa oli yhtion tunnettuuden liséaminen heidan joukossaan.

Koskien markkinointia asiakkaille, pitkdntihtdimen markkinoinnin intressit olivat
erityisen vahvoja, esim. asiakkaiden saaminen hahmottamaan yrityksen uudenlaisia tarjoomia,
harkitsemaan niiden houkuttelevuutta ja kysymadan niitd. Nama tarjoomat korostaisivat yhtion
koko tuotevalikoimaa, toimitusvarmuutta, palveluita seki ratkaisuja ja avunantoa asiakkaalle -
aiemmin paljolti korostuneiden yksittdisten tuotteiden sijaan. Samalla kuitenkin
lyhyentidhtdimen markkinoinnin ja myynnin intressej4, ja jopa segmentoinnin, potentiaalisesti
poljettiin.

Yleisemmilla tasolla pédtelméni on, ettd yritysbrandays tutkituissa yrityksissa oli
esimerkki strategisista yrityksen johtamisen kiytannoistd, joissa johdetaan suhteita useisiin
sidostoimijoihin - ei vain esim. asiakkaisiin - ja vieldpd samanaikaisesti. Toisaalta nden
yritysbrandayksen yrityksen markkinoimiseksi ei vain asiakkaille, vaan samanaikaisesti myos
muille sidostoimijoille, kuten sijoittajille ja analyytikoille ja omille ja potentiaalisille
tyontekijoille. Suositan johtajia kehittdméaan, kokeilemaan ja kdyttdmaan enemmaén
kyseisenlaisia strategioita - “yritystason sitkeydelld” ja eri tason johtajille oikeita insentiiveja
tarjoamalla.

Miti toissijaisiin kontribuutioihin tulee, paatelméani yleisen johtamisen ja
organisaatioteorian suuntaan on, koskien johdon valtasuhteita, ettd yritysbranddyksen myota
yritysviestintdjohtajien ja yritystason markkinointijohtajien valta kasvoi péivittdisen
asiakasliiketoiminnan johtamisessa seké suhteiden johtamisessa sijoittajiin ja sisdisten suhteiden
johtamisessa tyontekijoihin ja johtajiin. Yritysviestintdjohtajien ja yritystason
markkinointijohtajien vaikutusvalta ja kontrolli lisdéntyivat, vihentden mm. tehtaiden,
divisioonien ja myyntiyksikoiden ja niiden johtajien, kuten myos henkilostsjohtajien, valtaa.
Liséksi yritysviestinnén ja yritystason markkinoinnin johtajat paljolti yhdistivét voimansa
puhuessaan yritysbranddyksen puolesta. Koskien (muodikkaiden) johtamisen
konseptien/ tekniikoiden omaksumista yksittdisissd yrityksissd padtelméni puolestaan on, ettd
omaksuminen voi tapahtua “matriisissa”. Tassa matriisissa: (1) tietty yksittdinen uusi
johtamisen kéytianto palvelee useita eri johtajien eri johtamisen intressejd; (2) useat uudet
johtamisen kaytannot palvelevat tiettyd, tiettyjen johtajien yksittdistd intressid; ja (3) uusien
johtamiskdytantsjen palvelemat johtamisen intressit ovat voimakkaampia kuin toiset
johtamisen intressit, joita kdytdnnot polkevat.

Lopuksi, kontribuutiona suomalaisen metséteollisuustutkimuksen suuntaan yhteenvetiva
péételmani on, ettd kiinnostus yritysbrandédykseen liittyi markkinoinnin, viestinnén ja
mielikuvien luomisen kasvavan tirkeyden tunnustamiseen; kovaan haluun houkutella ja
tyydyttaa sijoittajia ja sijoitusanalyytikoita; ja tyontekijoiden motivoimisen ja houkuttelemisen
kasvavan tiarkeyden tunnustamiseen.

ASIASANAT: yritysbrandi(/-dys), business-to-business -brandi(/-&dys), teollinen brandi(/-&ys),
paperiteollisuus, metsiteollisuus, toimija-verkosto-teoria, yrityksen markkinointi,
sijoittajasuhteet, sisdinen markkinointi, sidostoimijat, johtamisen innovaatio, johtamisen muoti
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PART I: 1 Introduction

1 Introduction

1.1 The Riddle

The riddle on which this Thesis centrally focuses is how come the management of
large Finnish pulp and paper (P&P) corporations became interested in corporate
branding around the year 2000. By these large Finnish P&P corporations, in 2005, I
refer particularly to the three large P&P corporations based in Finland: UPM-
Kymmene, Stora Enso, and M-Real. By the management, I eventually refer to
managers of these corporations, including the top managers, i.e. CEOs and
executive board members, and even the members of the Boards of Directors.

I personally became interested in the riddle when leafing through the
corporations” annual reports from the early years of the 2000s and when talking
informally with some of their managers. When it comes to the annual reports, the
corporations had not mentioned anything about “corporate brands” in them still in
the late 1990s, but suddenly, even the first pages of the reports, dealing with the
main strategies of the corporations, and the CEOs, saluting the readers, seemed to
discuss corporate branding. First, I came across the CEO of UPM-Kymmene noting
in his opening words to the annual report for the year 20031

At the turn of the year UPM-Kymmene adopted UPM as its new commercial
name... The new commercial name is part of UPM’s initiative to clarify its
corporate brand.

Soon, I found the CEO of M-Real noting, in his foreword for the annual report for
the year 20022

As a common element for all of the M-real businesses, our strategy includes an
increased investment in marketing, based on a single and strong M-real corporate
brand.

And then, I encountered the annual report of Stora Enso, for the year 2001,
summarizing the corporation’s strategies under the heading “Success determined
by profitability and creation of value” and sub-heading “Branding to enhance
value”, with this reference to corporate branding?:

Stora Enso’s goal is to build a single, distinctive corporate brand that
encompasses all the various product brands. A strong corporate brand will
differentiate the Company by bringing its vision, mission and values to life.
Corporate brand values are demonstrated in the everyday actions of the
Company.

Furthermore, in talking informally to some managers of the corporations, I heard
comments about the top management having become interested in corporate
branding;:

Manager, retrospectively:

The management, including the top management, became interested in this
corporate branding thing a few years ago, around the beginning of the
millennium.

1 UPM-Kymmene Annual Report 2003, p. 5.
2 M-Real Annual Report 2002, p. 5.
3 Stora Enso Annual Report 2001, p. 7.
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Executive, retrospectively:
In our corporation, the top management group and Board have decided that
building a strong corporate brand is one of our main tasks.

Why was this? How come the management of the Finnish P&P corporations
became interested in corporate branding around the year 2000? This became the
riddle I wanted to solve. I found it interesting, since the management interest in
corporate branding appeared to have emerged rather suddenly as a new focus.
Nevertheless, there would be other, more theoretical reasons to become even more
interested in the question of how come the management of the Finnish P&P
corporations became interested in corporate branding.

Taken-for-granted aspects

Of course, I immediately posed the question directly to the managers I talked to.
And through the whole research process, I kept on posing the question to different
managers. Some interesting answers that always repeated themselves in one form
or another were:

Executive, retrospectively:

For me, the interest in corporate branding somehow related to the shareholders
and foreign shareholders becoming important to us in recent years. And to
shareholder value and share prices...

Executive, retrospectively:

Corporate branding was somehow a very natural continuance to a longer-term
development - a transformation, for instance, of trying to differentiate the
company in the markets a little in terms of products... And services...

Executive, retrospectively:
...Interest in corporate branding emerged particularly since our company had
started to sell our own products to customers in the markets...

Executive, retrospectively:
Our company’s expanding and becoming more international has been one
development that has created the need for corporate branding...

Executive, retrospectively:
It has to be admitted that the pressures for environmental protection and such
have also been behind the increasing attention given to corporate branding...

The first reason why I found these kinds of answers intriguing was because some
managers seemed to largely consider interest in corporate branding, in a way, as
inevitably having emerged from certain aspects or as emerged as a “natural
continuance” to longer-term developments related to those aspects. As reflected in
the above comments, the aspects would be particularly the following;:
Shareholders (particularly foreign), shareholder value, share price
Differentiation in the market

Selling own products

International expansion

Environmental responsibility issues

\%

V V V V

The comments about the “natural continuance” suggested to me that it was, in
some measure, taken for granted that interests in corporate branding had emerged
from the above five aspects or developments related to them. On the other hand,
the taken-for-grantedness was further suggested by the statements of many
managers explicitly stressing how it was “self-evident” or “natural” that the
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interest in corporate branding directly related to or followed some of the five above
aspects. Finally, apparently due to the taken-for-granted nature of those aspects,
some managers would not talk about (some of) them until they were specifically
asked about them - to which questions they could respond with statements
stressing e.g. the “self-evidence”. Accordingly, I call these five aspects, in the
following, the taken-for-granted aspects.

Another reason why I found the above typical answers by managers intriguing
was because, at first, I thought that they tried to explain the emergence of interest
in corporate branding at the turn of the century with aspects that could not
possibly explain the interest emerging just then, or not until then. Namely, I
thought that these aspects had for long been self-evident with regard to most
corporations - at least for Western corporations. Coincidentally, this would be a
further justification for calling the aspects taken-for-granted aspects. Indeed, do the
aspects not seem such that have for long been taken-for-granted in most (Western)
corporations? Haven’t shareholders, the value the shareholders gain from
ownership and the share price always been important for every (Western)
corporation? Hasn't every (Western) corporation always wanted to be, at least, a
little different in the market compared to its competitors? Hasn't every (Western)
corporation always sold the products they produce to customers or intermediaries
on their own? Hasn't every (Western) corporation had to consider environmental
responsibility issues - at least for a couple of decades already?

Moreover, I could remind myself of some facts that made the aspects seem
even more taken for granted. When it comes to shareholders, shareholder value,
and share price, I knew that e.g. Enso and Kymmene, predecessors of Stora Enso
and UPM-Kymmene, had been limited liability companies publicly listed on the
Helsinki Stock Exchange since the early 20th century and had always belonged to
the largest Finnish corporations in terms of market capitalization. When it comes to
environmental responsibility issues, I knew that ever since the early 1970s, the
Finnish P&P corporations had been fairly strongly pressured by Finnish authorities
and the general public to e.g. install equipment in their mills to decrease the
negative environmental impact on water and air. With regards to international
expansion, I knew that about 90 percent of the production of these corporations
had, for decades, been exported to the international markets.

How had the management interest in corporate branding emerged from the
taken-for-granted aspects or longer-term developments related to them? How
could taken-for-granted aspects in any way explain the sudden increase in
management interest in corporate branding in the Finnish P&P corporations in the
early 2000s? My riddle started to seem even more interesting. Pondering it further,
I began to doubt whether the five taken-for-granted aspects had, after all, always
been taken-for-granted by the corporations and their management. I became
interested in the riddle especially in relation to the longer-term development of the
corporations and in relation to the taken-for-granted aspects.

Mergers and acquisitions around the year 2000

Besides the typical answers quoted above, I noted another frequently heard answer
from the interviewed managers:

Executive:
The corporate branding interest became strong after the considerable mergers
and acquisitions realized in the late 1990s and early 2000s...

Contrary to the answers discussed earlier, this type of comment did not seem to
involve aspects that could have been taken-for-granted. Managers referred to

4
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mergers and acquisitions in the late 1990s and early 2000s very often but did not
seem to take for granted, to the same extent as above, that interest in corporate
branding would have inevitably emerged from them or emerged as a “natural
continuance” of longer-term developments related to this aspect. Actually, the
managers often referred to individual mergers and acquisitions in the late 1990s
and early 2000s as events or moments, rather than as developments and their
continuance. So, I became interested in the riddle inasmuch it related to the
mergers and acquisitions around the year 2000 that the managers were talking
about.

1.2 Marketing, corporate branding and B2B branding
research

Besides finding the riddle intriguing for the above reasons, it immediately
appeared also theoretically interesting in relation to earlier branding and corporate
branding research, as well as industrial or business-to-business (B2B) branding
research. I had, like most marketing researchers, in the back of my head the idea
that managers of companies that can be considered to be business-to-business
(B2B) firms, operating in industrial markets, are not usually very interested in
“branding”. And indeed, the Finnish P&P corporations can be considered first and
foremost B2B firms, selling mostly to publishing, printing, and packaging
manufacturing companies, as well as to other converters of paper and board
products. On the other hand, I, like most marketing researchers, also held the view
that managers of B2B firms have always recognized the importance of company or
supplier reputation. And “corporate brand” sounds quite similar to “company
reputation”, when it comes to suppliers.

So, we basically have a two-sided issue first - and a fairly paradoxical one at
that. How and why would the management of a B2B company become interested
in branding if branding is, by assumption, not effective in B2B marketing? And
how and why would the management of a B2B company suddenly become
interested in corporate branding if they have for long been interested in their
company’s reputation and in managing it.

Second, it can be recognized that ever since “company branding” or “corporate
branding” were first explicitly discussed by consultants and researchers in the
1990s (e.g. Bernstein 1989; King 1991; Balmer 1995), corporate branding has been
seen to be about managing and creating positive images of the company in other
stakeholders” minds as well as the customers” minds. However, it seems unlikely
that the managers of any company would become interested in “corporate
branding” just in order to make “all stakeholders have a positive image of the
company” in a vague and all-embracing way. It is more likely that they become
interested in certain management practices of corporate branding, as these are
considered to serve certain specific interests related to certain stakeholders.

As apparent in the following review, the paradoxical issues mentioned above
have not been addressed in earlier research. Consequently, addressing the riddle
reflecting the issues is the main contribution of this Thesis - a contribution which is
aimed primarily towards branding and marketing research.
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1.2.1 Branding and corporate branding research

Brands and branding have been a central topic in marketing research for decades.
For most of this time, the concept of the brand has been mainly related to product
marketing, where the role of branding has been seen in creating positioning,
differentiation, preference, and loyalty for a product or service offered by a
company in the minds of customers, usually consumers. More precisely, the role of
branding has been seen in creating positioning, differentiation, preference, and
loyalty for product(s) or service(s) offered by a company with a certain brand: a
name, term, design, symbol, or any other feature that identifies the company’s
good or service as distinct from those of others (see AMA 2005, definition for
“brand”). The possible positioning, differentiation, preference, and loyalty have
been seen to arise from (managing) the brand images, i.e. everything customers
associate with the name, term, design, symbol, etc. and the products and services
sold with it. This has largely been the case since the 1950s, when e.g. Boulding
(1956) argued that people do not react to reality but to what they perceive as reality
and emphasized the importance of brand image; Newman (1957) defined brand
image as everything people associate with a brand; and the much-cited Gardner
and Levy (1955, p. 35) proposed:

A brand name is more than the label employed to differentiate among the
manufacturers of a product. It is a complex symbol that represents a variety of
ideas and attributes. It tells the consumers many things, not only by the way it
sounds (and its literal meaning if it has one) but, more important, via the body of
associations it has built up and acquired as a public object over a period of time.

Whereas brands and branding have been a central topic for marketing research for
decades, the notion of the corporate brand and corporate branding is relatively
new. Already as such, there is relatively little research specifically related to
corporate branding, and my study comes to contribute to this area of branding
research. As an extension of the concept of branding, or product branding, the role
of corporate branding has been seen in creating positioning, differentiation,
preference, and loyalty for whatever a company offers with its corporate name, in
the mind of customers. Nevertheless, ever since several branding and
communications consultants first explicitly mentioned and went on to assess what
was then still mostly called “company brand” (e.g. Bernstein 1989; King 1991), the
role of corporate branding has largely been seen in creating positioning,
differentiation, and preference not only in customers” minds but in the minds of
other stakeholders of the company, too. Corporate brand images have been
considered to exist in the minds of various stakeholders. Accordingly, it has been
understood that corporate branding would be about managing more complex
organizational associations stakeholders have about the company and about the
behaviour of the company and its people rather than merely associations related to
individual products and services.

As Knox and Bickerton (2003) note, corporate branding has basically come to
be seen to incorporate most aspects of the management of corporate image (e.g.
Abratt 1989; Kennedy 1977; Grunig 1993; Bernstein 1984), corporate personality
(Olins 1978; Barney 1986), corporate identity (e.g. Birkigt and Stader 1986; Olins
1995; Stuart 1999), and corporate reputation (e.g. Fombrun and Van Riel 1997;
Rindova 1997), when it comes to the images that various stakeholders have about
the corporation. Nevertheless, even in corporate branding, creating differentiation
and preference particularly in customers” minds - value for customers - is still
ultimately seen to be at the core (Macrae 1999; Urde 1999). Corporate branding is
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seen to be about involving brand associations as part of a company’s unique selling
proposition (Balmer 1995, 2001; de Chernatony 1999, 2001; Ind 1997) or
organizational value proposition (Knox, Maklan, and Harris 2000). With this
emphasis, the notion of the corporate brand has aroused growing interest among
academicians since the mid-1990s, when the earlier notion of “company brand”
was replaced by the label “corporate brand” (e.g. Balmer 1995).

Some researchers (e.g. Aaker 2004) of corporate branding still concentrate
largely on outlining how managers can - through the management of the use of the
corporate brand name in association with products and product brand names -
shape corporate images in selling products to customers and benefit from these
images. Others, on the other hand, concentrate on how corporate images can be
shaped and benefited from in general - particularly shaped. They often de-
emphasize the role of corporate names, logos, and other visual symbols, and even
the role of products and services offered by the corporation and the corporation’s
marketing communications - whether e.g. the corporate name is to be used with
products or product brand names. Instead, when it comes to corporate branding
and creating desired brand images in stakeholders” minds, the importance of all the
communications of the corporation, external as well as internal, and the shaping of
organizational culture and employees” behaviour have come to be strongly
emphasized (e.g. de Chernatony 2001; Harris and de Chernatony 2001; Hatch and
Schultz 2001, 2003; Wilson 2001; Balmer and Soenen 1999). The importance of a
strategic vision about the brand images, or aspirational images or values, stemming
from corporate strategies and visions, has also come to be stressed (de Chernatony
2001; Hatch and Schultz 2003), as well as holistic, integrative, multi-disciplinary,
organization-wide support from the CEO to the lowest level (e.g. King 1991;
Balmer 2001; Hatch and Schultz 2003).

Thus, there is an increasingly vast body of work by academicians and
practitioners dealing with corporate branding. Nevertheless, most of it is, as Knox
and Bickerton (2003) note, conceptual in nature. Especially, there has been very
limited empirical investigation of what kind of explicit and conscious management
practices individual corporations and their managers actually engage in with
corporate branding, particularly beyond the use of corporate name in association
with product brand names. The empirical investigation reported so far consists
mainly of rather anecdotal illustrations (e.g. Daffey and Abratt 2002; Melewar and
Walker 2003; cf. Schultz and Hatch 2003). Furthermore, there is even less empirical
investigation of how and why the management of specific corporations, including
top management, actually becomes interested in corporate branding. My study
makes a contribution in addressing this issue.

At this juncture, I would like to note that I consider investigating how
management of specific corporations becomes interested in corporate branding and
investigating what kind of explicit and conscious management practices individual
corporations and their management engage in with corporate branding as
inseparable aspects - I will do both. In this, I adopt - like actor-network theory
(ANT) authors Callon and Latour (1981; Callon 1986a), on whose work I base my
research approach - the notion of an “interest” being about an entity attracting
another entity by standing between that entity and a third (from Latin inter-esse: to
stand between). I will look into the role of specific management practices of
corporate branding as standing between the management and something - this
something, in a way, constituting management goals or management interests in
corporate branding. Hence, I will position away from studies that attempt to look
into why managers would be interested in ”corporate branding” (e.g. Einwiller and
Will 2002), but do so without making clear what kind of practices the studied
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managers themselves mean by corporate branding or even defining to the studied
managers what kind of practices is meant by corporate branding. On the other
hand, I will position away from studies that attempt to look into what kind of
practices managers mean by corporate branding (e.g. Burghausen and Fan 2002),
without looking into how and why they would be interested in them.

Moreover, I will also position away from studies where ”corporate branding”
is studied by researchers interpreting - usually with hindsight about what
contributed to the development of a successful brand - various management
practices as corporate branding, instead of paying attention to what kinds of
practices managers themselves define by corporate branding. I consider these
kinds of studies problematic because, as Knox and Bickerton (2003) note, there
remains considerable uncertainty over what corporate branding means or should
mean in terms of concrete management practices. Furthermore, there is
considerable uncertainty especially over what corporate branding specifically in
the sense of pursuing certain images in different stakeholders” minds means or
should mean, in terms of management practices. Thus, I will pay particular
attention to what the practices of corporate branding were that the management of
the Finnish P&P corporations actually became interested in, and in so doing, also
attempt to follow the ANT tenet that “actors themselves make everything,
including their own frames, their own theories, their own contexts, their own
metaphysics, even their own ontologies” (Latour 2004). I will attempt to describe
the “procedures which render actors able to negotiate their ways through one
another’s world-building activity” (Latour 1999a, p. 21), rather than attempt to
explain actors’ behaviour and reasons with my own constructs as a researcher.

Finally, there has been little empirical investigation of such management
interests which are potentially suppressed by engagement with management
practices of corporate branding. The management practices may be somehow
against some interests of some particular managers. I will study also interests
“Othered” in this way. This actually positions my study somewhat in the field of
ANT, too: as discussed below, ANT authors are increasingly interested in studying
“Otherness”, when certain interests are served in certain transformations, but
certain others suppressed.

1.2.2 Industrial or B2B branding research

While brands and branding have been a central topic in marketing research for
decades, the research has mostly concerned business-to-consumer (B2C)
companies, operating in consumer markets, and engaging in consumer marketing,.
On the other hand, there has been relatively little research concerning branding in
B2B companies, operating in industrial or business markets, and engaging in
industrial or B2B marketing. Since the Finnish P&P corporations can be considered
first and foremost B2B firms, my study comes to contribute to this underresearched
area of branding research. Moreover, as van Riel, Pahud de Mortanges, and
Streukens note (2005), particularly little empirical research has been conducted in
the domain of industrial branding. So, my study makes a further contribution
especially in being an empirical study in the domain.

The lack of research concerning industrial branding has been seen as
stemming from the persistent general notion that branding is less effective for
industrial products than for consumer products (Sinclair and Seward 1988;
Bendixen, Bukasa, and Abratt 2004). For example, Collins (1977) argued that
branding was more important in consumer markets than in industrial markets,
where product performance, product quality, delivery, service, and price were
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stronger determinants of competitive advantage. Branding is often seen as
something irrational, which would have little significance when dealing with
industrial or business customers, whose buyers are assumed to make decisions
largely on a rational basis (Rosenbroijer 2001). Against this background, it is
worthwhile to ask how and why the management of B2B companies actually
becomes interested in branding, which directly relates to the riddle of my study.
The question becomes quite topical, as it has been noted that industrial marketers
are becoming increasingly interested in branding (e.g. Morrison 2001; Sweeney
2002; van Riel et al. 2005; Ward, Light, and Goldstine 1999). Although there are
some general surveys of how industrial marketers perceive the benefits of branding
(Sinclair and Seward 1988; Shipley and Howard 1993; Michell, King, and Reast
2001), little is known about how the management of individual B2B companies
becomes interested in branding.

When it comes to existing research concerning industrial branding, the first
empirical studies tried to examine the potential interest that the marketing
managers of companies producing industrial products generally had in (product)
branding and about how they perceived the benefits of branding and brand
naming (Sinclair and Seward 1988; Shipley and Howard 1993). Sinclair and Seward
(1988) also surveyed retailers on the effectiveness of the branding done by the
producers, when it comes to e.g. differentiation and preference in buyers” minds.

Nevertheless, since these first studies, there has been considerable confusion
among researchers with regard to the concepts of brand and branding as far as
industrial and business markets are concerned. Images and loyalty concerning
(product) brands have been confused with images and loyalty concerning the
companies supplying the brands, or products (e.g. Gordon, Calantone, and di
Benedetto 1993). As analysed below, this confusion has arisen from the fact that
supplier characteristics, such as delivery and service capability, have always been
considered very important in industrial buyers” decision-making concerning
product purchases and many studies related to industrial or B2B brands have
attempted to look into the significance of brand images just in industrial buyers’
decision-making. Usually researchers fail, in conceptual development and in
empirical study or questionnaire design, to be consistent with referring to either
product brand or supplier company image. They also often fail to be specific about
whether they consider that brand images refer to perceptions buyers may have
about a brand prior to a purchase related to any attribute they value in making the
purchase; or whether they consider that brand images themselves refer only to
certain “intangible” attributes, such as perceived product reliability, which can
affect the purchase decision in addition to other, more “tangible” attributes which
are considered in the decision-making, such as price and product and service
quality. Finally, researchers sometimes fail to distinguish between brand images
and the ensuing loyalty, particularly when discussing brand equity.

For instance, Mudambi, Doyle, and Wong (1997) attempt to conceptualize a
framework of brand value in the B2B setting to represent customer perception of
expected value. Based on interviews with manufacturers, distributors, and
purchasers of industrial products, they imply that the expected value that
customers associate with industrial brands comprises four elements, (1) product,
(2) ordering and delivery services, (3) support service, and (4) company, each
comprising “tangible” and “intangible” aspects:

> Product
> Tangible: e.g. physical characteristics of the product
> Intangible: e.g. innovation, fit for purpose
> Ordering and delivery services
> Tangible: e.g. stated product availability, stated lead times
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> Intangible: e.g. ease of ordering, reliable delivery, emergency response
> Support service
> Tangible: design advice, product testing, site support
> Intangible: understanding of customers’ business, troubleshooting
> Company
> Tangible: financial stability, years of experience, global coverage
> Intangible: e.g. company image or reputation of technical leadership or global
leadership

Assessing the above, it is apparent that Mudambi et al. (1997) fail to be clear about
whether they refer with their brand-associated value to the value buyers associate
with product brands or with companies, or with (n)either one specifically. Also, it
is confusing that they consider company image and reputation as intangible
aspects of company performance - which as a whole should be one element of the
perception of brand value. The confusion is, indeed, apparent. And similar
confusion is apparent in many other studies (e.g. Bendixen et al. 2004; Michell et al.
2001; Mudambi 2002; Taylor, Celuch, and Goodwin 2004; Thompson, Knox, and
Michell 1998) looking into industrial branding from the perspective of industrial
buyers or organizational buying behaviour. For instance, Michell, King, and Reast
(2001) look into how manufacturers of industrial products perceive the benefits of
product branding but, when looking into potential brand loyalty, point to images
related supplier companies, such as reliability, performance, service, product
availability, and sales relationships. Thompson et al. even state that, in their study,
they “do not differentiate between product/service brands and the company as
brand” (1998, p. 25).

Other studies (e.g. Bendixen et al. 2004; Hutton 1997; Mudambi 2002), as well
as an early practitioner book (Hague and Jackson 1994), in turn, are conceptually
confusing merely in the sense of that they refer to brands and branding although
they can be considered to be dealing categorically with corporate brands and
corporate branding, when it comes to images of the company in customers” minds.
In practice, this confusion stems simply from the fact that most of them fail to be
specific about how their notion of brand relates to the notions of company
reputation or supplier reputation or seller image, which have for long been
considered by researchers of organizational buying behaviour as very influential or
highly valued attributes in the buying process of industrial purchasers (e.g. Levitt
1965; Lehmann and O’Shaughnessy 1974; Moller and Laaksonen 1986; Shaw,
Giglierano, and Kallis 1989; Kauffmann 1994). Although industrial branding
researchers draw from organizational buying behaviour literature, they are not
clear on whether these seemingly similar concepts are, according to them, the same
or not. Some may explicitly indicate that there is little difference between the
concepts, mentioning that reputation and corporate branding are, at the corporate
level, closely related concepts (Mudambi 2002), or even conclude that brand loyalty
is the same thing as firm loyalty in a certain studied product category (Gordon et
al. 1993). Still, others may consider supplier reputation as one single attribute of
brand, often as a general overall evaluation of the company in the buyers’ minds
(e.g. Bendixen et al. 2004; Mudambi et al. 1997). Nevertheless, it seems that,
recently, the researchers are becoming increasingly consistent about viewing
supplier reputation and (corporate) brand (image) as essentially the same in
industrial markets, comprising buyers’ perceptions of the company on various
attributes important in the buying process, as well as buyers’ awareness of or
familiarity with the company (see Mudambi 2002; van Riel et al. 2005).

In the above, I have referred to nearly all reported studies related to industrial
or business-to-business branding. As implied, most of the work at least implicitly
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deals with or discusses, not product brands, but company or corporate brands
(recently more explicitly, e.g. Mudambi 2002; Bendixen et al. 2004; van Riel et al.
2005). Moreover, also the notion of corporate branding being about images in the
minds of all stakeholders, not just customers, has been recently pointed out by
researchers of B2B branding (e.g. Bendixen, Bukasa, and Abratt 2004), like
branding researchers in general. It actually seems that, in conceptual and
normative work around branding, also in the B2B context, the same corporate
branding aspects are increasingly emphasized which I discussed in the previous
section: e.g. the shaping of organizational culture and employees’ behaviour,
internal communication, brand visions and values, and brand measurements (e.g.
Schultz and Schultz 2000; Schultz 2001; Lynch and de Chernatony 2004; Munoz and
Kumar 2004). It has been pointed out that the important role of organizational
culture, employees’ behaviour, and internal communication is highlighted
particularly with respect to B2B companies, since personal selling and interactions
between the company’s service people and customer are at the heart of B2B
marketing (Lynch and de Chernatony 2004).

Recognizing that company or supplier reputations among customers -
corporate brand - and even the role of behaviour of e.g. salespeople, have for long
been considered important by industrial marketers, it is worthwhile to ask why the
management of a B2B company would suddenly become interested in corporate
branding. Taking this together with the question I posed above as one that is worth
asking, we have two questions - a little paradoxically. How and why would the
management of a B2B company become interested in branding if branding is, by
assumption, not effective in B2B marketing? And how and why would the
management of a B2B company suddenly become interested in corporate branding
if they have always considered the reputation of their corporation among
customers - corporate brand - very important. This two-sided issue essentially
relates to the riddle of my study.

On the other hand, the intriguing nature of the riddle is only increased if it is
recognized that corporate branding has been seen to be about managing and
creating positive images of the company in the minds of all stakeholders, not just
customers. Namely, it seems unlikely that the managers of any company would
become interested in “corporate branding” just in order to make “all stakeholders
have positive image of the company” in a vague and all-embracing way. It is more
likely that they become interested in certain management practices of corporate
branding, as these are considered to serve certain specific interests related to
certain stakeholders. It will be interesting to see what interests related to
customers, on the one hand, and to other stakeholders (which?), on the other, the
management practices of corporate branding would potentially serve.

Further and finally, like with corporate branding research in general, as well as
B2B branding research in particular, I have identified no studies that would look
into how management of individual B2B corporations becomes interested in
corporate branding and what kind of management practices the management
actually becomes interested in, as they become interested in corporate branding.
There are examples of B2B companies’ management engaging in building a
product brand (McQuiston 2004) and business unit brand (Rozin and Magnusson
2002) but even they do not pay attention to what the actual practices of branding
are that the management of these companies becomes interested in. It is not clear,
either, to what extent the researchers are only interpreting certain management
practices as corporate branding, instead of paying attention to what kind of
practices managers themselves define by branding. On the contrary, I will look into
how the management of specific B2B corporations becomes interested in corporate
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branding and what kind of explicit management practices the management
becomes interested and engages in with it. I find this particularly important with
regard to B2B branding, due to the confusion that even researchers have had with
the concept of brand and corporate brand in the field.

1.2.3 Finnish P&P industry research

Research concerning Finnish P&P industry being, in itself, a research area with
fairly strong traditions in Finland*, some discussion has recently started to emerge
around the growing importance of and emerging interest in branding, also
specifically concerning the Finnish P&P industry (e.g. Laurila and Lilja 2003;
Haarla 2003). However, there has been little exploration of the emergence of
interest in branding, especially corporate branding, in association to the above-
mentioned aspects of shareholders and shareholder value; differentiation in the
market; selling own products; international expansion; and environmental
responsibility issues and developments related to them. Moreover, the emergence
of interest in corporate branding in association to mergers and acquisitions in the
late 1990s and early 2000s has not been carefully examined either. My present
study makes a contribution here.

On the other hand, at this point, it can be noted that the taken-for-granted
aspects referred to above, as well as the mergers and acquisitions in the late 1990s
and early 2000s, reflect some of the most important changes during the last two
decades in the Finnish P&P industry and corporations. Also academic research
concerning the Finnish P&P industry has produced some accounts of changes
related to the (taken-for-granted) aspects of shareholders and shareholder value
(e.g. Tainio and Lilja 2003; Nasi, Ranta, and Sajasalo 1998; Tainio 2003; Nasi and
Sajasalo 2006); differentiation in the market (e.g. Haarla 2003; Rohweder 1993);
selling own products (e.g. Sajasalo 2003; see also Heikkinen 2000); international
expansion (e.g. Sajasalo 2003; Heikkinen, Lamberg, and Ojala 2001; Moen and Lilja
2003; Laurila and Ropponen 2003); and environmental issues (e.g. Kuisma 2004;
Halme 1997, 2002; Karvonen 2000; Lahti-Nuuttila 2000; Joutsenvirta 2006; Lehtinen,
Donner-Amnell, and Saether 2004). However, individual accounts tend to
concentrate on only one or two of the aspects and/or are somewhat lacking in
historiographic nature (with some exception to Nési, Ranta, and Sajasalo 1998;
Niési, Lamberg, Ojala, and Sajasalo 2001; Laurila and Lilja 2002; Lamberg and
Laurila 2005; Lamberg, Nasi, Ojala, and Sajasalo 2006). Business histories of P&P
corporations (e.g. Ahvenainen 1992; Nordberg 1998), in turn, are historiographic in
nature and can deal more extensively with the different aspects and the related
developments, but do not cover the last decade(s). So, even if the primary aim of
the present study is not to be a historical study of the development of the different
aspects per se, it does provide a certain kind of historical account uniquely
reflecting all the different aspects and the interrelated developments associated to
them - while examining the emergence of the interest in corporate branding in
relation to them.

4 In the Finnish society, national economy, and business life, the P&P corporations and industry have traditionally had a very central
role. Although the relative significance of the P&P industry to Finland has decreased in recent years, the industry still (in 2004)
accounts, for instance, for some 4 per cent of the GDP, 17 per cent of the industrial production, and 24 per cent of exports. Of
employment in Finland, the industry accounts directly for some 3 per cent and is additionally a very important indirect employer.
(Finnish Forest Industries Federation, http:/ /www.metsateollisuus.fi/ talous/ merkitys/ [Accessed 15.3.2006])
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1.3 Actor-network theory (ANT) approach

Above, I already implied that an actor-network theory (ANT) approach to the
study and analysis is central to my research. I mentioned the usefulness of ANT
tenets in paying attention to what the practices of corporate branding were that the
management of the Finnish P&P corporations actually became interested in, rather
than defining myself what corporate branding is, interpreting certain management
practices as corporate branding, and arguing for certain benefits resulting from the
interest in them. In this section, I will more specifically outline how my research
uses an ANT approach and helps to overcome certain problems related to more
traditional approaches; discuss the level of commitment of my approach to ANT
and some compromises made; and point out some additional aspects further
positioning my research in the ANT corpus. Nevertheless, to serve management
and organization researchers, I will start by briefly reviewing what ANT is about -
and what it is not about.

Note that in Part Il and Appendix A, I provide a more detailed discussion of
ANT: how it is, rather than a theory of anything, an ontology, on the one hand, and
a way of studying and analysing things, on the other.

1.3.1 What is ANT?

Addressing the question what ANT is about is by no means simple and
straightforward. The difficulty rises from the fact that what has been referred to
with the name “actor-network theory”, or later with the acronym “ANT”, has
never been a coherent theory. Namely, rather than being a coherent theory - if a
theory at all (see e.g. Law 1999a; Latour 1999a; Callon 1999) - actor-network theory
is a signifier that somewhat slowly - and perhaps somewhat unintentionally -
emerged in the 1980s, more or less pointing to the rather heterogeneous work of a
group of sociologists associated with, and in many cases located at, the Centre de
Sociologie de I'Innovation of the Ecole Nationale Superieure des Mines de Paris
(Law 1992), and particularly to the work of Bruno Latour, Michel Callon and John
Law and their science and technology studies. The association of ANT to these
sociologists was especially notable in the 1980s and early 1990s. Since the mid
1990s, however, there has been a growing interest in using and elaborating on the
insights and concepts developed by these “original ANT authors” among
researchers with a variety of backgrounds, in a variety of social science fields.
These include, inter alia, anthropology (e.g. Strathern 1996), psychology (e.g.
Michael 1996), politics (e.g. Mol 1999), economics (e.g. Callon 1998), and, as I
review in Appendix A, management and organization studies. Since insights and
concepts “drawn from ANT” have thus been “applied” in increasingly varied ways
in studies of different researchers, viewing ANT as a coherent theory has become
increasingly impossible.

At the same time, when researchers with various backgrounds are increasingly
“drawing on” or “applying” ANT, the “original” ANT authors are, somewhat
paradoxically, seemingly less and less willing to do their work in the name of ANT.
For instance, John Law (1999a, p. 2) notes that

the naming and the easy transportability of "ANT surely also sets alarm bells
ringing. For the act of naming suggests that its centre has been fixed, pinned
down, rendered definite. That it has been turned into a specific strategy with an
obligatory point of passage, a definite intellectual place within an equally definite
intellectual space...
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The naming, the fixity and the triumphalism - I want to argue that in current
circumstances these pose the larger danger to productive thinking - the larger
danger to the chance to make a difference, intellectually and politically. My
desire...is to escape the multinational monster, ‘actor-network theory’, not
because it is “‘wrong’ but because labelling doesn’t help.

Indeed, it seems that scholars currently doing forefront research in the name of
ANT - if they even happen to acquiesce to explicitly mentioning the name ANT -
are reluctant to give a fixed definition of it and rather portray it is being in a state of
permanent revolution. According to Latour (1999a), “[f]rom the very beginning,
ANT has been sliding in a sort of race to overcome its limits” (p. 20). Lee and
Hassard (1999, p. 392) further note that:

At every moment it seeks to overcome its own limits. This description might, at
first, lead us to draw comparisons with those imperialist revolutionaries of
yesteryear who ‘overcame’ their boundaries by extending them; placing agents in
key positions in neighbouring administrations, hurrying their neighbours’
collapse and incorporation. No strategy could be more modern than that. But
ANT’s ‘sliding’ is no imperialist revolution. ANT “overcomes its limits’, not by
enforcing its boundaries - its view of what belongs and what does not - on
others, but by removing from itself any terms and conditions that might serve to
exclude others. ANT races against itself, against any tendency it might have to
produce boundaries and thereby rule out possible future relationships...

ANT is characterized by an antipathy to self-definition. This antipathy exhibits
itself as ANT’s habit of failing to forge its own internal and external boundaries.
This is the key to ANT’s “success’.

Despite this “antipathy to self-definition”, the leading ANT authors have -
fortunately for those not familiar with it - in the 1990s made some attempts to
describe what is at the heart of this theory that has its roots in the early 1980s. The
question can actually be, to some extent, considered to have been about
constructing ANT as a theory as well as describing it, since, as mentioned, there
existed no coherent actor-network theory but rather a reference to the
heterogeneous work done during more than a decade by a group of sociologists. Of
the original authors, John Law has been one of the most active in making attempts
to outline ANT in the 1990s (e.g. 1992, 1994, 1999a, 1999¢). In the introduction to
Actor Network Theory and after, a book bringing together the central contributors to
ANT and exploring ANT’s achievements, as well as future prospects, he notes that,
basically, ANT “may be understood as a semiotics of materiality” (Law 1999a, p. 4,
emphasis in the original). This implies that it may be most feasible to consider ANT
first and foremost a world-view or an ontology. This is reflected also by Bruno
Latour (1999a), who implies that a more accurate name for ANT could be “actant-
rhizome ontology” (p. 19; see below for why Latour does away with the term
“actor-network”, too). On the other hand, what follows from ANT ontology is that
it can also be seen merely as a way of studying and analysing (Latour 2004, 2005):
“ANT is more like the name of a pencil or a brush than the name of an object to be
drawn or painted” (Latour 2004).

Importantly, the ANT approach of the present study is primarily based on
Latour’s (2004, 2005, 1999a) and Law’s (1999a, 1999¢) accounts of trying to explicate
what ANT essentially is about - rather than on some of the heterogeneous work
referring to ANT and applying concepts developed by ANT authors or on other
social science research streams which have influenced ANT.
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What ANT is not about?

Before looking deeper into what ANT is about, I want to point out something to
researchers particularly in fields of marketing, strategy and management and
organization studies. In these research fields, the past decade has witnessed an
explosively growing interest in networks of various kinds. For instance, social
network theory has gained ground particularly in strategic management research
since the 1970s and more rapidly since the early 1990s, informed by the work of e.g.
Granovetter (e.g. 1973, 1985) and Burt (1992). On the other hand, particularly in
marketing research, the Industrial Network Approach (Ford 1990, 1997; Ford et al.
1998; Hakansson 1987; Hakansson and Snehota 1995) of the IMP tradition has
become very popular. Moreover, in very recent years, there has been an emerging
interest in Strategic Value Net Approach (Gulati, Nohria and Zaheer 2000; Jarillo
1988, 1993; Parolini 1999), which focuses on the strategic management of business
nets and uses the value creation perspective as its point of departure, and
complements the Industrial Network Approach, which is relatively silent with
regard to the management of intentional business nets. And then there is, of course,
Manuel Castells’s (1996) fairly recent and immensely popular book on network
society and economy in the context of globalization, as well as the extensive
academic and popular press writing on information networks, which has hardly
escaped the attention of anyone on our globe.

As a simple rule of thumb for researchers in the fields of marketing and
management and organization studies, the above-mentioned other network
theories, views, and approaches have little to do with ANT. This seems to be true
particularly for the ANT ontology and approach explicated by e.g. Latour (2004,
2005, 1999a) and Law (1999a, 1999c) - if the various social science research streams
which may have commonly influenced ANT and the others are not taken into
account through science historic analysis. Many of the assumptions of the other
network theories and approaches are, actually, rather contradictory with the ANT
ontology and approach. A detailed comparison is out of the scope here but at least
one straightforward contrast is worth making. Namely, the above theories, views,
and approaches are basically interested in networks of actors, where actors are
usually a priori assumed to be business or non-business organizations, and
sometimes individual persons, or organizational departments. In contrast, in ANT,
an actor is not a priori assumed to be, for instance, an organization or an individual.
ANT makes no assumption about what an actor is like; it assumes the radical
indeterminacy of the actor (Callon 1999). Moreover, ANT’s notion of actor-network
(from the original French term acteur reseau) can be considered to denote not only
that actors form networks with other actors but also that actors themselves are
always networks - the actor-network term is “intentionally oxymoronic” and
“embodies a tension... which lies between the centred “actor” on the one hand and
the decentred ‘network” on the other” (Law 1999a, p. 5). Actually, ANT is often
interested in how something that does not look at all like a network, e.g. an
individual state of mind, a piece of machinery, a fictional character, or a person - or
management interest in corporate branding - can be described as an assemblance
of a network (Latour 2004). Finally, whereas most network accounts suggest that
the position of an individual or an organization in the network structure
determines opportunities and constraints that the individual or organization will
encounter, in ANT, the network is not any kind of static structure in which the
individuals or organizations are embedded. Rather, the notion, or the metaphor of
network merely suggests that entities take their form and acquire their attributes as
a result of their relations with other entities - they are network effects (Law 1999a).
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Thus, for a reader not familiar with ANT, it is useful to adopt an initial
mindset of considering ANT as having little in common with the other theoretical
approaches dealing with “networks” and “actors”. Admittedly, approving of this
may be difficult, for particularly the word “network” currently carries
metaphorical baggage, due to the popularization of this term in the context of
social networks, industrial or business networks, and information networks, which
it did not yet carry in the 1980s when it was first introduced (Law 1999a; Latour
1999a). The metaphorical baggage is basically why many of the original ANT
authors would rather get rid of the metaphor. Furthermore, it is important to
understand that, when studying a certain phenomenon, it is difficult to integrate
some theories - be they “network”-related or something else - to the ANT ontology
and approach advocated by e.g. Latour (2004, 2005, 1999a) and Law (1999a, 1999c).
After all, ANT is, as mentioned, actually an ontology, a semiotic one, or a relativist
one (Lee and Hassard 1999) and theories based on different ontological
assumptions are difficult to integrate.

What ANT is about?

As mentioned, ANT can be seen, on the one hand, as an ontology and, on the other
hand, a way of studying and analysing things. Seen as an ontology, ANT is a
semiotic one, or a relativist one (Lee and Hassard 1999). In ANT, all actors, as well
as generally all orders and all objects to which one can point to, are viewed
ontologically as ordered networks of heterogeneous materials (Law 1994). They are
ordered and patterned networks of heterogeneous materials whose resistance has
been overcome - or relational effects of ordering of these materials. So, in being
about semiotics of materiality, ANT takes the semiotic insight of the relationality of
entities, i.e. of that entities take their form and acquire their attributes as a result of
their relations with other entities, and applies this ruthlessly to all materials (Law
1999a). Here ANT has much in common with poststructuralist work, however with
the distinction that ANT does not focus on language alone, but on any materials
one cares to mention - people, their thoughts, voices, and bodies, texts, machines,
animals, money, architectures, etc. ANT is about heterogeneous networks, about
relational materiality (Law 1999a).

Particularly concerning action and actors, in ANT ontology, capacity of action
or agency is not a human attribute alone (Law 1991b; Callon and Law 1997). Action
is seen as a property of a network and equivalent to specific and materially
heterogeneous relations, or “hybrid collectives” (Callon and Law 1995). It has no
identifiable source, such as human agent - or computer, social structure, or the
divine - but is located through heterogeneous patterns. Each element of a network
“relays” and “prolongs” action of the collective without being the source itself.

On the other hand, in ANT, the commitment to semiotics of materiality
necessarily means a certain way of studying and analysing things. Law (1994)
considers important for an ANT study to focus on tracing local and contingent
histories of orderings, which ANT authors often call “translations”, rather than on
providing synchronic snapshots, like many poststructuralist studies do.
Furthermore, in ANT, attempting to be loyal to semiotics of materiality calls for
being agnostic about the generic locus of action and agency that structures these
associations. Also, it calls for refraining from appealing to some overarching,
general analytic constructs, such as power, knowledge, intellectual or cognitive
skills, human or political interests, social class or God, that would do all the
necessary explaining (e.g. Latour 1986, 1999a; Michael 1996).

Basically, ANT ontology of semiotics of materiality calls for a researcher, in his
or her analysis, to abstain “from frameworks altogether and just describe the state
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of affairs at hand” (Latour 2004), to provide local and contingent descriptions that
reflect the network under study. This means, as Latour (1999a) notes, learning from
actors “without imposing on them an a priori definition of their world-building
capacities” (p. 20). Further, it means to systematically avoid replacing “their
sociology, their metaphysics and their ontology with those of the social scientists”
connecting with them through some research protocol. The tenet is that “actors
themselves make everything, including their own frames, their own theories, their
own contexts, their own metaphysics, even their own ontologies” (Latour 2004). A
description of these, of “procedures which render actors able to negotiate their
ways through one another’s world-building activity” (Latour 1999a, p. 21), rather
than an attempt to explain actors” behaviour and reasons with the researcher’s own
constructs, is central.

Finally, it can be noted that when tracing local and contingent histories of
orderings, ANT authors often pay attention to controversies between various
parties and how they are more or less settled (Latour 1987; Latour 2005). At the
same time, they often pay attention to how effects of power and domination are
produced (e.g. Latour 1986; Law 1991b; Latour 2005). In this, ANT shares some
common ground with, for example, Foucault’s (e.g. 1971) ideas on genealogy.

1.3.2 ANT approach to studying the riddle: Description in Parts 111
and IV

In the following, I discuss how I make use of an ANT approach in studying the
riddle of how the management of the Finnish P&P corporations became interested
in corporate branding. This discussion also serves as an introduction to the general
structure and logic of Parts III and IV of the Thesis. In Figure 1 below, I provide an
illustration of the structure and logic of Parts III and IV, their relationship, and the
description therein. What is described in the various chapters is illustrated in the
Figure with grey elements.



Figure 1: Structure and logic of
Parts Il and IV.
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As implied above, earlier work in corporate branding and B2B branding research,
to which I aim to primarily contribute, provides little guidance for how to
approach the riddle of how the management of the Finnish P&P corporations
became interested in corporate branding. Thus, it is reasonable to look at
management and organization research in general for an approach. In what
follows, I present some alternative approaches which I could have chosen, as well
as the ANT approach which I chose.

Some alternative approaches

Institutional and cultural explanations vs. rational. A typical management and
organization research approach would assume “corporate branding” to be an
organizational or administrative innovation or a fashionable management concept,
theory, or technique. A commonplace assumption is that organizations adopt
administrative innovations or new management concepts, at least in part due to
managers having rational interests in improving the (technical, operational)
performance, efficiency, or competitiveness of the organization (Brickley et al. 1997;
Grint 1997; Jackson 2001).

Nevertheless, a typical management and organization research approach to
studying the adoption of new management concepts relies on neo-institutional
theory. The theory basically suggests that the adoption of an innovation may not
only be due to interest in improving the operational performance of the
organization but also due to interest in gaining legitimacy in the organizational
field (e.g. Meyer and Rowan 1977; DiMaggio and Powell 1983; Tolbert and Zucker
1983; Scott 1995; Westphal and Zajac 2001). On the other hand, gaining legitimacy
is seen to be linked to institutional forces, such as mimetic, coercive, and normative
forces (e.g. DiMaggio and Powell 1983, 1991; Meyer and Rowan 1983; Scott 1995).
As an explanation to the observation that organizations seem to adopt largely the
same management concepts, the researchers often refer to mimetic, coercive, and
normative isomorphism, corresponding to these institutional forces. Especially
under conditions of uncertainty and information overload, managers are seen to be
forced into taking action that resembles the lead by others in the field.

Despite the notion of managers’ pursuit of legitimacy, it is mostly viewed that
the institutions exist as structures, which exert institutional forces, and cannot be
reduced to aggregations or direct consequences of individual (managers” or
companies’) attributes or motives (DiMaggio and Powell 1991). In this sense,
institutional explanations of the adoption of management concepts are similar to
explanations with the cultural, socioeconomic or political contexts: the emergence
and wide adoption of management concepts is basically explained with the
(structural) contexts (e.g. Barley and Kunda 1992; Abrahamson 1997; Thrift 1997;
see also Jackson 2001) .

Fashion view. Since it has been observed that not only do organizations adopt
the same management concepts, but that the adoption patterns across
organizations seem to resemble fashion cycles, particular theories of management
fashions have been increasingly explored. The fashion view is an attempt to make
sense of the emergence, exponential proliferation and abandoning of new,
somewhat packaged, management concepts (Abrahamson 1991, 1996, Mueller and
Carter 2005). Not inconsistent with institutional theory, in the fashion view,
managers are seen to have increasingly become dedicated followers of fashion,
adopting new management concepts that are perceived to be at the zenith of
management thought and practice, not only to improve organizational
performance through the logic of the concept, but also to meet stakeholder
expectations - to gain legitimacy - as the number of adoptions by other
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organizations around them increases (e.g. Barringer and Milkovich 1998;
Abrahamson and Rosenkopf 1993; Abrahamson and Fairchild 1999).

Moreover, researchers taking the fashion view have paid attention to a
powerful management fashion setter complex, having a supply side role in terms
of the production of new management concepts, as well as a role in their
proliferation (e.g. Kipping 2001; Fincham 1999; Kieser 1997; Wilson 1992;
Abrahamson 1996). Management fashion setters, such as consulting firms,
management gurus, business mass-media publications, and business schools are
seen to generate and argue for new management concepts supposed to rationally
improve the performance of organizations. They are also seen to play a part in the
institutional forces and legitimization related to them. Further, their rationality and
legitimacy appeals are seen to involve charisma and emotion (see Jackson 2001;
Huczynski 1993Db). It has been suggested that in the face of increased uncertainty
and spiraling competition, managers may turn to the charismatic figure of e.g. an
individual guru for guidance, largely as an act of faith. They may become
interested in adopting a new management concept, as their needs are addressed by
consultants” and gurus’ charismatic or emotional, or even spiritual, mysterious,
magical, or fantasy appeals (Jackson 1996, 2001; Clark 1995; Clark and Salaman
1998; Gill and Whittle 1993; Huczynski 1993b) . Finally, it has been proposed that
management fashion setters are actually in a “race” to sense managers’ emergent
collective needs for new techniques, to develop rhetorics that describe these
techniques and to disseminate these rhetorics back to managers and organizational
stakeholders (Abrahamson 1996) - even acknowledging that the concepts which
sell today will soon be abandoned and replaced (Huczynski 1993b; Jackson 2001).
Rhetorics, according to Abrahamson (1996), not only create the belief that the
techniques are rational, but also that they are at the forefront of management
progress.

ANT Approach chosen

Even if there are emerging explanatory accounts concerning the adoption of new
(fashionable) management concepts, a major deficiency is that most of them do not
pay attention to (1) how the management of individual organizations becomes
interested in particular new management concepts. As Jackson (2001) notes,
research inspired by the neo-institutional theory has mostly focused on tracking
and modeling the diffusion of selected management concepts and their life-cycles.
As Mueller and Carter (2005) note, it has been common to track and model
management fashions by conducting bibliometric analyses, whereby the supposed
popularity of a management concept is linked to the number of articles published
onit.

As Jackson (2001) further notes, some researchers have, in turn, attempted to
shed light on the dynamics and relationships between the various management
supply-side fashion-setters. The focus has been, particularly in research concerning
management consultants and gurus and their appeals involving charisma and
emotion (Jackson 1996, 2001; Huczynski 1993b; Gill and Whittle, 1993; Clark 1995;
Clark and Salaman 1998; Clark and Greatbatch 2002), on the (marketing) strategies
and rhetorics used by the management fashion setters. Again, little attention has
been paid to the management of individual organizations and their interest in
particular new management concepts.

Moreover, although the notion of “decoupling” suggests that the extent to
which companies actually adopt and implement innovations may deviate from
their statements of adoption (Meyer and Rowan 1977; Westphal and Zajac 2001;
Zbaracki 1998), it has often been assumed that (2) the popular management
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concepts merely diffuse as ready-made packages among companies, (3) due to e.g.
institutional or cultural contexts, structures, or forces, or the performance of
management fashion setters. It has been largely ignored that managers engage in
structuring, translating, and socially constructing the management concepts in their
organizations (cf. Zbaracki 1998; Mueller and Carter 2005; Morris and Lancaster
2006).

Furthermore, the issue of (4) the management interest emerging in a historical
process of an individual company, ultimately even at a certain moment in that
company’s history, has not been paid much attention to (cf. Mueller and Carter
2005). Finally, there has been an underlying assumption that (5) a uniform and
unproblematic management subject exists in the order of things, and it has been
neglected that (6) there may be potential controversies and power issues among
managers at play in the adoption process (cf. Knights 2002; Knights and McCabe
1999; Sewell and Wilkinson 1992; Mueller and Carter 2005).

Note that I refer to the above points (1)-(6) when discussing, in the following,
the ANT approach which I chose.

In order to gain better understanding of how the management of the large
Finnish P&P corporations - (1) individual organizations - became interested in
corporate branding - a particular new management concept -, I chose to adopt an
ANT research approach, instead of some of the alternative, more traditional
approaches. First of all, I follow the ANT tenet of “actors themselves make
everything” (Latour 2004) in looking into what the practices of corporate branding
were that the management of the Finnish P&P corporations themselves became
mainly interested in, and how they became interested in them. Looking into how
the managers socially construct the new management concept of corporate
branding is particularly important, since, as Knox and Bickerton (2003) note, there
remains considerable uncertainty over what corporate branding means or should
mean in terms of concrete management practices. It also means overcoming some
problems I implied earlier concerning branding research: I abstain from defining
myself what corporate branding would be in the case of the Finnish P&P
corporations and their management, from interpreting certain management
practices as corporate branding, and from arguing for certain benefits resulting
from the interest in them. Furthermore, it means, relative to the discussion above,
that (2) I abstain from viewing the concept of corporate branding as something that
merely diffuses to a company as ready-made (see e.g. Latour 1987), as well as (3)
explaining the interest with theoretical concepts of social scientists (see e.g. Latour
2005), such as institutional or cultural contexts, structures, or forces or the
charismatic performance of management fashion setters.

I also abstain from applying specific levels of analysis, as is usually done in
management and organization studies. I do not pay any particular attention to
whether different entities reside on e.g. societal level, environmental level, industry
level, firm-in-the-industry level, interorganizational level, firm level, functional
level, management level, or individual level. As called for by ANT, I describe
procedures which render actors able to negotiate their ways through one another’s
world-building activity and, actually, abstain from my own or other researchers’
frameworks altogether and just describe the state of affairs at hand. Thus, in
Latour’s words, I attempt to be faithful to the insights of ethnomethodology: actors
know what they do and we have to learn from them not only what they do, but
how and why they do it (Latour 1999a).

Further, I adopt the view of not considering even the term “network” in actor-
network theory as referring to a construct, or to something that is to be drawn by
the description, and recognize that ANT says nothing about the shape of what is
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being described with it. I attempt not only to show that the management interests
are constituted of connections, interconnections and heterogeneity, but to
emphasize, in the description, the work, the movement, the flow, and the changes -
“worknet” instead of “network” (Latour 2004). So, I use ANT as “more like the
name of a pencil or a brush than the name of an object to be drawn or painted”
(Latour 2004). I use it to trace and describe local and contingent histories of
orderings (Law 1994).

Adopting an ANT approach to describe local and contingent histories of
orderings is feasible in addressing what I mentioned to be one neglegted aspect (4)
in e.g. the traditional approach to studying the adoption of organizational
innovations: how the management interest in a concept like corporate branding
emerges in the historical process of an organization. Actually, my approach
becomes somewhat close to a historical or business history approach in
management and organization research. On the one hand, a historical approach
involves, by default, more or less descriptions of local and contingent histories of
orderings. On the other hand, in a historical approach, the researcher tends, less
than in most other management and organization research approaches, to use
his/her own frameworks and theoretical concepts to explain the actors” world-
making (Latour 2005). For instance, Latour (2005) considers that Ginzburg’s (e.g.
1980, 1989) historical approach is worth appreciating, from the perspective of ANT.
It can be noted that concerning Finnish P&P corporations, more or less historical
approaches to studying diverse aspects of the development of the corporations
during the last century, albeit excluding the last decade or so, have been used (e.g.
Naési, Ranta, and Sajasalo 1998; Nési, Lamberg, Ojala, and Sajasalo 2001;
Ahvenainen 1992; Nordberg 1998; Lamberg, Nési, Ojala, and Sajasalo 2006).

Nevertheless, my ANT approach must also be, to some extent, contrasted with
a traditional historical approach, when it comes to being sensitive to certain issues.
One thing to note is that as a primary phenomenon under study, how the
management of a company becomes interested in a new management concept such
as corporate branding is not very typical for a historical or business history
approach. So, relative to more traditional historical approaches, an ANT approach
serves first to ensure sensitiveness concerning what management practices of
corporate branding the management actually became interested in. It serves to
ensure that (2) we do not consider the concept of corporate branding as an
unproblematic concept which is adopted by the management as ready-made.

Furthermore, recall that I wanted to find answers to the riddle of how the
management of the Finnish P&P corporations became interested in corporate
branding in relation to five taken-for-granted aspects - aspects of whose “natural
continuance” corporate branding was considered by the interviewed managers.
These included shareholders, shareholder value, share price; differentiation in the
market; selling own products; international expansion; and environmental
responsibility issues. Approaching the riddle in relation to these aspects that
seemed taken-for-granted fits quite well into the ANT approach: Latour (1987)
emphasizes that researchers should arrive before, or start studying things from
such point on, where they were not yet taken for granted, or “black-boxed”.

In terms of the structure of the Thesis, in Chapter 5, I start the description by
“arriving” before the above aspects were taken for granted in the Finnish P&P
corporations. In the description, I find that in the early 1980s, they were not taken-
for-granted. Particularly, in the early 1980s, shareholders, shareholder value, and
share price were not considered very important; the corporations were not
differentiated in the market; they did not generally sell their own products; the
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corporations were international only in a very narrow sense; and environmental
issues were not of very critical importance.

So, I will not study the management interests in corporate branding by treating
the five aspects as taken-for-granted, or somewhat “ready-made”, but study the
management interests while the aspects are, in Latour’s words, “in the making”
(Latour 1987, p. 13). In Chapter 6, I describe how different managers of the Finnish
P&P corporations came to have various interests in the process of this making, or
the transformations and longer-term developments that occur relative to the
situation in the early 1980s, as described in Chapter 5. This is illustrated in Figure 1
with the five grey horizontal block arrows originating from the grey boxes related
to the aspects “Not (yet) taken for granted” in the early 1980s. Basically, I describe
developments related to the aspects, or their black-boxing, as involving (a) various
specific management interests - some of which would later become management
interests in corporate branding [ml’s] and be served by, or “translated” to
management practices of corporate branding [mP’s] -, as well as (b) various
concrete “mobilizations” made by the corporations, their management, and other
actors. This is illustrated in Figure 1 with “Mobilizations” and “Interests” following
each other inside the grey block arrows.

In practice, I make the description in Chapter 6 in five sub-chapters (6.1-6.5), as
illustrated with the five grey horizontal block arrows in Figure 1. These largely
correspond to the five aspects. Importantly, when making the description in sub-
chapters 6.1-6.5, I especially highlight particular interests that various managers
came to have towards the early 2000s. These particular management interests were
among (“immediate”) interests that would eventually and specifically be served by
or “translated” to certain management practices of corporate branding in the
Finnish P&P corporations - the translations to be described in Part IV. In Figure 1,
these interests are illustrated by the thin vertical arrows that raise certain
highlighted management interests up from the grey horizontal arrows to a set of
“Management interests (in corporate branding) [ml’s]” (by the 2000s). In the
description of Chapter 6, fourteen of these kinds of interests are identified and
highlighted. In the text, I highlight and make the description of these particular
interests stand out in sections with a distinct typeface, or font.

Note that a traditional historical approach would hardly enable sensitivity to
studying the management interest in corporate branding in relation to the black-
boxing of certain taken-for-granted aspects. Some applications of a traditional
historical approach could even be satisfied with portraying the interest in corporate
branding simply as continuity, as a culmination of the developments related to the
taken-for-granted aspects.

Then, whereas in Chapter 6 the focus of the description is on how different
managers of the Finnish P&P corporations came to have various interests in the
longer-term developments related to black-boxing of the taken-for-granted aspects,
in Chapter 7 the focus is more on specific moments in the histories of the
corporations - the aspect of “mergers and acquisitions around the year 2000” -
when the management interest in corporate branding ultimately arose. I describe
how managers of the Finnish P&P corporations came to have - after the longer-
term developments related to the taken-for-granted aspects (Chapter 6) had mostly
already taken place around the year 2000 and, further, at the specific moments of
mergers and acquisitions at that time - additional interests which would later
become management interests in corporate branding [mlI’s] and be translated to
management practices of corporate branding [mP’s]. I also describe how particular
aspects of individual mergers and acquisitions acted to make managers have
certain interests strong. In practice, when making the description, I again highlight
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particular interests that various managers came to have - interests that were
eventually translated to certain management practices of corporate branding in the
Finnish P&P corporations - the translations to be described in Part IV.

Actually, not describing the management interest in corporate branding simply
as continuity or as a culmination of the developments related to the taken-for-
granted aspects, but instead describing the interest arising at specific moments in
the history is one of the first signs of consistency of my ANT approach with
Foucault’s genealogy approach, as opposed to certain aspects often evident in
traditional historical approaches (see e.g. Foucault 1971). While my study does not
aim to be full-fledged genealogy, Foucault’s poststructuralist thinking can be
considered to be among the philosophical underpinnings of ANT. Indeed, Foucault
(1971) opposes viewing history as continuity or representative of a tradition. He
opposes historical approaches dissolving things and events into an ideal continuity
of a teleological movement towards an end or of a natural process.

Actual resemblance to genealogy is seen in how the description in Part IV
(Chapters 8-11) completes the whole of the description addressing how the
management of the Finnish P&P corporations became interested in corporate
branding. Somewhat consistently with Foucault’s (1971) notion of emergence, or
moment of arising, I pay attention to how the management interest in corporate
branding ultimately emerged not only in the temporal moment of mergers and
acquisitions around 2000 or simply as natural continuity or culmination of some
developments - e.g. those related to the taken-for-granted aspects - but also in an
interstice and place of confrontation, through some play of dominations and
struggle of forces. This is an aspect which ANT somewhat shares with Foucault's
thinking and what traditional historical approaches and traditional approaches to
studying adoption of organizational innovations largely neglect: (6) attention to
controversies and power issues when things seem to be assembled and drawn
together. On the other hand, concerning the temporality of the moment of arising,
ANT approach helps to show, consistent with a notion of time being folded (Latour
2005), how the management interest in corporate branding emerges as entities that
have acted for a longer or shorter time and interests which managers have had for
a longer or shorter time interact.

Importantly, the controversies and power issues are closely related to one
more issue. Namely, whereas the traditional approaches could be inclined to (5)
assume a uniform and unproblematic management subject existing in the order of
things, my ANT approach, not inconsistent with a genealogy approach, helps to
see how the interest in corporate branding is something that actually constructs the
management of the Finnish P&P corporations more as one subject. In a way, from
an ANT stance, the riddle of how the management of the Finnish P&P corporations
became interested in corporate branding could be read as how a management with
interest in corporate branding became constructed in the Finnish P&P corporations.
So, while in Chapters 6 and 7, I describe how different managers of the Finnish
P&P corporations came to have various interests in the black-boxing of the taken-
for-granted aspects and at the moments of mergers and acquisitions around year
2000, in Chapters 8-11 of Part IV, I describe how the management practices of
corporate branding would serve some of those various interests of different
managers - which I call management interests [ml’s] in corporate branding - and
somewhat unified their identity more as one management subject with an interest
in corporate branding. When it comes to management interests, this implies, from
ANT perspective, that Chapters 6 and 7 show how different managers came to
have various interests in their world-mastering efforts but Chapters 8-11 show
how different managers themselves came to be somewhat mastered by corporate
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branding. In Foucault’s (1971) words, this somewhat shows how the emergence of
the interest in corporate branding was not about a decision, a treaty, a reign, or a
battle but about a reversal of a relationship of forces.

Nevertheless, at the same time, under the mask of more unity, dispersion and
non-singularity of the identity of the management remained - again somewhat
consistent with Foucault’s thinking. First of all, different managers still had
different interests in corporate branding. Furthermore, the power of certain
managers, especially corporate marketing and corporate communications
managers who acted as active spokespersons for corporate branding, grew
considerably. The idea of actors” power growing from their becoming
spokespersons for other actors’ interests is classic in ANT (Callon and Latour 1981);
in a somewhat similar vein, Foucault (1971) refers, in relation to emergence, to the
usurpation of power and appropriation of a vocabulary turned against those who
had once used it. On the other hand, the issues of dispersion and power are visible
also in how the interests of certain managers, especially (sales and marketing)
managers of mills, divisions, and sales offices, were somewhat suppressed or
Othered by corporate branding. I explicitly describe such Othered interests in
Chapters 8-11, thus making some controversies related to the emergence of the
management interest in corporate branding quite clear.

1.3.3 Level of commitment to ANT and compromises?

Above, I outlined how my ANT approach helps us to see (1) how individual
companies and their management actually become interested in a concept such as
corporate branding; (2) how such a concept does not merely diffuse as ready-made
to a company and/or (3) due to certain forces conceptualized by researchers; (4)
how the interest in such a concept emerges in a historical process in relation to the
black-boxing of certain aspects and ultimately at a certain moment in the history;
(5) how management is not a uniform and unproblematic subject existing in the
order of things but gets constructed as a more unified entity with interests in a
concept such as corporate branding; and (6) how controversies and power issues
among managers are at play in the emergence of interest in such a concept. Now, it
has to be strongly emphasized that the contribution of the ANT approach is most
evident when the descriptions in Parts III (Chapters 5-7) and IV (Chapters 8-11)
are considered as a whole - as implied by the discussion above. Standing alone,
individual Parts or Chapters, let alone fractions of the description text, do not
necessarily convey the exact nature of and benefits of the use of the ANT approach.
Particularly, at a micro level, the style of the description text may raise questions
about the account seeming (a) to be somewhat “management-oriented”, (b) to be
somewhat realist rather than poststructuralist and lacking in discussion of
controversies and struggle between hegemonies, and (c) to use “ANT terms” such
as translation and interest in a somewhat unusual way.

Management-orientedness?

When it comes to (a) “management-orientedness”, it can first be noted that the
riddle of this Thesis centrally deals with management: how come the management
of the Finnish P&P corporations became interested in corporate branding. Taking
this into account, the description’s fairly heavy focus on managers and
management of the corporations seems rather inevitable. Actually, some kind of
management-orientedness is characteristic to some classic ANT studies, too,
considering their focus on companies, their managers, engineers, and researchers
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(e.g. Callon 1986b; Latour 1988b; Latour 1996). Furthermore, like many ANT
studies which seem to focus on managers, when I describe interests of managers, I
attempt to show how they engage in trying to build the world around them by
defining heterogeneous entities or actors and their relationships and making
“mobilizations” to realize the defined worlds. But this by no means to suggest that
only the managers would be acting unilaterally. There is a hybrid collective acting
(Callon and Law 1995). All the entities involved in the managers’ definitions and
the consequent mobilizations made by managers act in relation to each other, as
well as in relation to the managers and their interests. Moreover, I describe other
mobilizations than those made by managers or the corporations, which also
involve entities that act in relation to each other, as well as in relation to the
managers and their interests. Although I do not, in the text, explicitly engage in
discussion such as “now entity x is acting on entity y and making it do z”, I want to
emphasize that the whole description is basically description about how the
various entities act on each other and make them do things.

Further concerning management-orientedness, recall that as a whole, the
description shows how management with a certain identity became constructed in
the Finnish P&P corporations - management with an interest in corporate
branding. This means that I do not treat management as a subject which is entirely
self-evident ontologically but pay some attention to the performative and
processual configuration of ontologies, as is important from the perspective of
ANT. The study points out how management with an orientation to corporate
branding gets constructed as part of social ordering. It does not focus on existing
interests of management but shows how the interest in corporate branding and a
management subject and agency oriented to it emerge in relation to the ordering
that takes place and how it relays and prolongs the different dominant rationalities
of different managers.

Realism?

When it comes to (b) realism vs. poststructuralism, the style of the description text,
especially the historical description in Part III, may seem to the reader quite
straightforward and realist, considering the claimed commitment to ANT, which is
often considered a somewhat poststructuralist or postmodern approach (e.g. Calas
and Smircich 1999). This may particularly concern the description, in Chapters 6
and 7, of how different managers of the Finnish P&P corporations came to have
various interests - some of which were later served by or translated to the
management practices of corporate branding - as this description lacks explicit
genealogical discussion of how those individual interests emerge from the struggle
of forces between different hegemonistic instances. However, note that dissipating
the roots of all these interests in a genealogical sense was not my aim and, besides,
would have inflated the length of the already extensive description. Rather,
resemblance to some aspects of poststructuralism or genealogy is seen mainly at
the level of the description in Parts III and IV as a whole, as discussed in the
previous section, in relation to how the management eventually became interested
in corporate branding. Considering the whole description, even aspects such as
how the management is not a uniform and unproblematic subject existing in the
order of things but gets constructed as a more unified subject with an interest in a
concept such as corporate branding and how controversies and power issues
among managers are at play in the emergence of such a concept should become
clearer to the reader.

On the other hand, it may not even be justifiable to demand that a study with
an ANT approach should appear highly poststructuralist or non-realist in all parts.
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For instance, Latour (2005, p. 156, emphasis added) reflects his understanding of
ANT as follows: “I prefer to break them (frameworks) and follow my actors... I am,
in the end, a naive realist, a positivist”. Latour refers to the ANT tenet that a
researcher should abstain from his/her own frameworks altogether and just
describe how actors themselves build their worlds, learning from the actors
themselves not only what they do, but also how and why they do it (Latour 1999a).
This is, after all, what I attempt to do in the description. Moreover, it can be noted
that Latour’s view of ANT is opposed to such versions of poststructuralism which
explain things with few causes, somewhat like structuralism, only describing their
effects with complex links. Latour (2005, p. 213):

Do I really want to revert to the time where actors were considered as so many
puppets manipulated, in spite of themselves, by so many invisible threads?... As
this label indicates, post-structuralism is the survival of structuralism after the
structure is gone, much like a chicken that goes on running after its head has
been cut off. Although it has abandoned the search for coherence, post-
structuralism has retained the same definition of causality: a few causes followed
by long chains of passive placeholders or what I have called intermediaries

Furthermore, Latour (2005), as well as Callon and others (Callon, Lascoumes, and
Barthe 2001), oppose to viewing ANT as an approach primarily insisting on
dispersion and deconstruction:

ANT has been confused with a postmodern emphasis on the critique of the ‘Great
narratives” and ‘Eurocentric’ or "hegemonic’ standpoint. This is, however, a very
misleading view. Dispersion, destruction, and deconstruction are not the goals to
be achieved but what needs to be overcome. It's much more important to check
what are the new institutions, procedures, and concepts able to collect and to
reconnect the social. (Latour 2005, p. 11)

Accordingly, I attempt, with my description, to ultimately focus on how corporate
branding as a new institution, procedure, and concept is able to collect and to
reconnect the social.

Use of ANT terms?

Finally, when it comes to (c) the use of “ANT terms”, such as “translation” and
“interest”, in a somewhat unusual way, important notes need to be made, too. First
of all, most studies claiming to take an ANT approach reported to date apply some
of the conceptual vocabulary developed by the original ANT authors in studies of
the development, introduction, and use of technology (see Appendix A). Extensive
(and careless) use of the somewhat popularized terms, such as ”translation”,
”problematization”, “intéressement”, “enrolment”, “mobilization”, or “inscription”
(e.g. Callon 1986a, 1986b; Akrich 1992), is evident especially in studies centrally
involving technological artefacts or accounting practices or systems. Usually, the
studies also refer to the generalized symmetry principle, claim to bring together
human and non-human or social and technical factors in their analytical view, and
hence declare their commitment to an ANT way of studying and analysing things.
However, and although analysing the level of the commitment to an ANT way of
studying things in individual studies is out of scope here, it can be noted that in
many studies, the level of the commitment is questionable, but still conceptual
vocabulary developed by ANT is “applied”. This tendency is recognized in the
fields themselves, too. For instance, in the their introduction to a special issue of
Information Technology & People about ANT and information systems, the editors
(Hanseth, Aanestad, and Berg 2004, p. 119) of the issue note that:
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Within the IS field...actor-network theory seems often to have been used
merely...as a way to perform a stakeholder analysis, describing and labeling the
different actors, identifying interests, phases of alignment, obligatory passage
points, etc. It may be discussed to which degree the deeper ontological tenets
have been understood and taken seriously.

It should also be noted that studies which do not centrally involve technological
artefacts or accounting systems or practices seem to be equally amenable as
technology and accounting studies to merely “applying” ANT or its conceptual
vocabulary but leaving the commitment to an ANT way of studying things under
question. It seems that sometimes authors consciously and reflexively decide to
content themselves with merely applying some concepts developed by ANT
authors, which they find useful in some way. For instance, Legge (2002), in her
study of the selling of knowledge and rhetorics of knowledge-intensive firms,
states that she is “loosely applying” some of Latour’s ideas. On the other hand, it
seems that sometimes authors do the same less consciously and reflexively. A
detailed analysis of the level of commitment of individual studies is beyond the
scope here but a few notes can be made about what makes the level of commitment
often questionable.

One such aspect is an attempt to integrate some other theoretical approaches
with ANT. While ANT has been used to develop theoretical concepts which in
principle can naturally be “applied” and integrated to other theoretical concepts in
new studies wherever one finds them useful, I claim that this kind of application
and integration is rarely possible in a manner that the new study would remain
very committed to such ANT ontology and way of studying things that is
described by e.g. Latour (2004, 2005, 1999a) and Law’s (1999a, 1999c). Namely,
since ANT is actually an ontology, a semiotic one, or a relativist one, theories based
on different ontological assumptions are, in principle, incommensurable with it.
These kinds of questionable integration attempts may be a problem particularly in
studies which centrally focus on conceptual development rather than empirical
accounts. One clear example is the study by Parkin (1996) in which he attempts to
explain project managers’ decision making by integrating ANT concepts and terms
with ideas from e.g. social judgment paradigm and psychological and judgmental
decision making process and small group decision making literature. Another clear
example is the study by Sidle and Warzynski (2003) in which the authors develop a
rather strange (to ANT) idea of “actor-network leader” by integrating some ANT
concepts and terms with e.g. concepts related to social network theory, social
capital, and leadership development. Other, less glaring examples are studies by
Spira (1999), who makes use of some ANT terms in her study heavily drawing on
institutional theory in looking into effectiveness of audit committees, and by
Gherardi and Nicolini (2000), who draw on views of knowing processes stemming
from many disciplinary backgrounds, including ANT, in looking into circulation of
organizational safety-related knowledge. Nevertheless, the same problem of
integration attempts is often to some extent present also with studies centrally
focusing on empirical accounts. For instance, Levin and Knustad (2003), in their
study of development of a leadership educational program, try to use some ANT
concepts and terms with ideas related to network economy and industrial
networks.

Another aspect - albeit more subtle and more difficult to analyse than the
aspects discussed above - which makes the level of commitment often questionable
is that a study seems to be first and foremost merely a redescription, a somewhat
conventional analysis or application of some other social theory simply glossed
with ANT vocabulary. Particularly often the studies, like many technology and
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accounting studies, resemble simple stakeholder analyses. This seems to be in some
measure the case with studies of e.g. Harrisson, Laplente, and St-Cyr (2001), Levin
and Knustad (2003), and Gendron and Barrett (2004).

To the extent that “ANT studies” apply typical ANT vocabulary but have a
questionable level of commitment to the ANT way of studying things, there is a
potential problem. Namely, certain conceptual vocabulary is not what is at the
heart of ANT. For instance, Callon (1986a) notes that e.g. the vocabulary of
“translation” makes a description no more and no less valid than any other
vocabulary and that Latour (1999a) implies that ANT should not be used as a way
of glossing interpretation of what actors do in a different, more palatable and more
universalist language. Latour (1999a, p. 20) notes:

The ridiculous poverty of the ANT vocabulary - association, translation, alliance,
obligatory passage point, etc. - was a clear signal that none of these words could
replace the rich vocabulary of the actor’s practice, but was simply a way to
systematically avoid replacing their sociology, their metaphysics and their
ontology with those of the social scientists who were connecting with them
through some research protocol...

Moreover, recognizing critiques such as those of Chateauraynaud (1991) and Lee
and Brown (1994), Latour (1999, p. 20) seems to be concerned about the misuse of
the vocabulary:

I agree... that a great deal of our own vocabulary has contaminated our ability to
let the actors build their own space...This weakness on our part does not mean,
however, that our vocabulary was too poor, but that, on the contrary, it was not
poor enough and that designing a space for the actors to deploy their own
categories is a much harder task than we thought at first...

Furthermore, and apparently reflecting the above, Latour (2004) questions the
whole idea of “applying” ANT to something. He seems to consider that ANT may
be useful in studying a range of phenomena, but only if it is not seen as a ready-
made vocabulary that can be simply and mechanically applied by researchers:

It [ANT] isn’t applicable to anything! ... It might be useful, but only if it does not
‘apply’ to something.

Considering that extensive application of ANT vocabulary may not guarantee a
high level of commitment to an ANT way of studying things and may even serve
to question the level of commitment if the nature of the commitment is left
undiscussed, I have chosen not to use the vocabulary extensively in the description,
as well as attempted to explicitly discuss the nature of the commitment of my
approach to ANT in this section. Concerning the vocabulary, I attempt to make the
description according to Latour’s (2005) view of that the description should mostly
use actors’ own language and the researcher is allowed to possess only some
“infra-language” - whatever the exact vocabulary used - whose role is to enable
advancement in the analysis when actors are shifting their frames of reference,
while helping to stay attentive to the actors” own fully developed language and to
the rich vocabulary of actors’ practice.

Albeit that I have attempted to accord to the above ANT view concerning the
language of the description, I have made, as implied earlier, some compromises,
especially relative to the more traditional use of certain terms in ANT studies. First,
reflecting the focus on managers and their world-building efforts stemming from
the riddle of the Thesis, I use the term “interest” as an infra-language term to refer
to managers’ visions of the world (e.g. Akrich 1992), involving visions of how
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certain entities (the corporation or some other entity) should be made to act (e.g.
“managers became more interested in having x do y/doing v to w”), as well as
definitions of certain related entities and how they will make each other act. I do
not use the term “interest” to refer to visions or interests of various other entities or
actors as is done in some ANT studies. Second, also reflecting the focus on
managers and their world-building efforts, I use the term “translation” as an infra-
language term to refer to how managers shift their frames of reference, associating
certain interests with certain other interests (“having x do y would be a/one
translation of having a do b”). Concerning managers” world-building, this use is
fairly consistent with Callon’s (1981, p. 211) view of translation as the creation of “a
single field of significations, concerns, and interests” and translation as
problematization, or the positing of “an equivalence between two problems that
requires those who wish to solve one to accept a proposed solution for the other”
(Callon, Law, and Rip 1986, p. xvii). However, I do not use the term “translation”
with other transformations or processes, although in some ANT studies, the term is
used as an umbrella term to refer to all the transformations and processes taking
place. Moreover, with the expression (“having x do y would be a/one translation of
having a do b”), I want to remind the reader of an issue which “management-
oriented” ANT studies mostly neglect: that “having x do y” may not act only to
have “a do b”, which I succeed in describing as an analyst, but also to have “c do
d”, the description of which I may for one reason or another leave absent or fail to
incorporate.

Third, at a heading level, I describe under the heading “mobilizations” how
different entities actually act and make each other act (as opposed to managers’
world-building visions). As such this use is fairly consistent with the use in earlier
ANT studies, loosely referring to actions of a variety of entities. Nevertheless,
under the heading “mobilizations”, when it comes to describing how the
corporations or units, among whose management certain P&P managers are, act, I
use an infra-language expression of the kind: “the (management) interest in having
x do y was strong, as z was done”. This is perhaps the most unordinary aspect of
the language in my description relative to earlier ANT studies. Reflecting, again,
the focus on managers and their world-building efforts, by the use of this
expression, I mostly assume that when the corporations or units, among whose
management certain P&P managers are, acted, the action was usually largely due
to certain interests of the managers. Moreover, with the expression, I want to again
remind the reader of an issue which “management-oriented” ANT studies mostly
neglect: that even if certain mobilizations may be done mainly with certain
interests of managers which I succeed in describing as an analyst, there may be
other interests the description of which I may for one reason or another leave
absent or fail to incorporate. On the other hand, the use of the expression enables
me to pay attention to how certain action is largely done with such different
interests of the managers whose descriptions are scattered in various sections of the
text - not everything can be described in one section or sequentially.

1.3.4 Further aspects of the position of the research in the ANT
corpus

Although I have in the previous sections discussed the nature of my ANT
approach, I want to present some additional aspects which can be considered to
further position my research relative to earlier studies with an ANT approach.
These relate to the research including the study of a new phenomenon, not
centrally involving technology or accounting; a focus on a local and contingent
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empirical account in generating theoretical insights; and a phenomenon under
study involving a historical change in the state of affairs.

Study of a new phenomenon, not centrally involving technology or
accounting

Importantly, the present study is an instance of the growing interest in using ANT
in the field of management and organization studies, with respect to studying new
topics, and moreover, new topics beyond phenomena that centrally involve
technological artefacts or accounting practices and systems. This, in some measure,
positions the present study within the corpus of ANT work. On the one hand, as I
find in the bibliography presented in Appendix A (and B), the great majority of
ANT work in the field of management and organization studies has, to date,
focused on technological artefacts or accounting practices and systems. On the
other hand, as I also find, ANT is now becoming more widely used in management
and organization studies, also with respect to new topics beyond phenomena that
centrally involve technological artefacts or accounting practices and systems. There
has been a rising interest in using ANT in studying many other kinds of
phenomena particularly in the very recent years, in the early 2000s.

Indeed, in the present study, I attempt to follow the original ANT authors who
seem to consider that using an ANT approach is useful in studying new kinds of
topics and phenomena. According to Law (1999b), ANT is about sensitivity to
certain aspects of the world which otherwise easily remain unaccounted for in the
study of social processes. These kinds of aspects are e.g. the role of materiality in
interdependent and interactive relations and how asymmetries and symmetries are
produced. Latour, in turn, notes (2004):

They [other social theories] are good at saying positive things about what the
social world is made of. In most cases that’s fine; the ingredients are known; their
numbers should be kept small. But that doesn’t work when things are changing
fast, and, I would add, not, for instance, in organization studies, or information
studies, or marketing, or science and technology studies, where boundaries are so
terribly fuzzy. New topics, that’s when you need ANT for...

Of course, studying new topics with an ANT approach per se does not guarantee
any insightful results. For instance - and here we again come back to the
importance of avoiding being mislead by ANT’s network metaphor - even if it
seems that in relation to a phenomenon one studies, people and organizations are
forming a lot of networks with other people and organizations and are connected
to all kinds of things, ANT may be counter-useful, or as Latour (2004) puts it:

you don’t need Actor-Network to say that: any available social theory would do
the same. It’s a waste of time for you to pick this very bizarre argument to show
that your informants are in a network.

In contrast, the phenomenon under study in the present study, i.e. management
interest in corporate branding in the Finnish P&P corporations, is such that it
hardly looks like a network and, in general, has been rather sparsely studied so far:
neither ANT or other social theory approaches can be considered to have been
used to provide adequate accounts of this phenomenon. So, the present study takes
a position in the ANT corpus by looking into a (new) phenomenon that that has
been rather sparsely studied so far and not centrally involving technological
artefacts or accounting practices or systems, as most of the earlier ANT studies. I
justify this argument in more depth in Appendix A (and B).
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Focus on a local and contingent empirical account in generating
theoretical insights

When it comes to the focus of the existing ANT articles in the field of management
and organization research, as analysed in Appendix A, it is interesting to note that
whereas ANT articles centrally involving technological artefacts or accounting
systems or practices almost categorically have an empirical account in their central
focus, only about a third of the rest of the articles are empirical. I find this alarming
on the grounds that I consider, informed by Law, Latour and Callon that ANT is an
ontology and way of studying things and that ANT studies should ideally be
descriptive, local and contingent, and empirical accounts of some phenomena. This
means that I also consider that studies with a focus on conceptual thinking and a
lack of an empirical account, as in the majority of the articles not centrally dealing
with technological artefacts or accounting systems or practices (see Appendix A),
are not very well in line with what is at the heart of ANT. In contrast, the present
study has a heavy focus on an empirical account, which is worth emphasizing.

Further, I want to emphasize that I attempt, through the descriptive, local and
contingent empirical account, to generate such new kind of theoretical insights to
the phenomenon under study which have not been - and perhaps could not be -
generated with other social theories. In aiming to generate theoretical insights just
through the descriptive, local and contingent empirical account, the present study
is different from the majority of other ANT studies in the fields of management and
organization studies not centrally involving technological artefacts or accounting
systems or practices. At the same time, the account or story can, in itself, be
considered a theory of the local and contingent setting and also yield potentially
transferable theoretical insights. This also reflects the idea that constructing a good
story already, in itself, generates theory - understanding the world that happens
through the story and the plot of the story can be considered a theory
(Czarniawska 1998), particularly when compared to the existing body of
knowledge concerning the phenomenon.

Phenomenon under study involving a historical change in the state of
affairs

When it comes to the phenomenon under study, I want to make a distinction
between studies that study phenomena which do not - as traditionally seen -
involve change from “state of affairs A” to “state of affairs B” in time. The
reviewed studies (Appendix A) can be considered to fall along a continuum of
these two polar types of studies. For instance, the study by Law (1994), which looks
into social organization and ordering in a research centre, and a recent study by
Middleton and Brown (2005) which looks into teamwork practice in a neonatal
intensive care unit can be seen as falling near the polar type of studies of
phenomena not involving any clear change from state of affairs A to B. By contrast,
for instance, the study by Harrison, Laplante, and St-Cyr (2001), which looks into
the introduction of TQM programmes in two metallurgical industry firms, and the
study by Vickers and Fox (2005), which looks into post-acquisition rationalization
of production lines, can be seen as falling near the polar type of studies of
phenomena involving a clear change from state of affairs A to B. Many other
studies fall between the two types on the continuum.

Even if ANT ontology and way of studying things could in principle be used
equally well in both types of studies, as well as anywhere on the continuum, I find
ANT generally somewhat more useful in studies falling closer to the latter end of
continuum, since ANT stresses movements, flows and transformations.
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Accordingly, the present study involves quite a clear change from state of affairs A
to B - from the managers of the Finnish P&P corporations not being interested in
corporate branding to management interested in it becoming constructed. At the
same time, I could say that I am more interested in the ordering and patterning of
networks, rather than on their durability (even if these, as discussed in section
2.2.2, cannot be neatly distinguished after all).

1.4 Contribution to marketing, corporate branding and
B2B branding research: Research questions

All in all, my research objective is that the description of the local and contingent
histories of orderings in Chapters 6, 7 and 8-11 as a whole serves as the solution to
the riddle of this Thesis:
> How come the management of the Finnish P&P corporations became
interested in corporate branding around the year 2000?

Further, an objective is that the description solves the riddle in relation to the
following aspects and their becoming more taken-for-granted, or black-boxed by
the 2000s:

Shareholders, shareholder value, share price

Differentiation in the market

Selling own products

International expansion

Environmental responsibility issues

\%

V V. V V

Moreover, an objective is that the description solves the riddle also in relation to
the aspect and specific moments of
> Mergers and acquisitions around the year 2000

Indeed, I want to emphasize that the objective is basically that the whole
description serves to solve the riddle. This emphasis stems from the notion that an
ANT study should “just describe the state of affairs at hand” (Latour 2004). As
mentioned, my ANT approach helps us to see (1) how individual companies and
their management actually become interested in a concept such as corporate
branding; (2) how such a concept does not merely diffuse as ready-made to a
company or (3) due to certain forces conceptualized by researchers; (4) how the
interest in such a concept emerges in a historical process in relation to the black-
boxing of certain aspects and ultimately at a certain moment in the history; (5) how
the management is not a uniform and unproblematic subject existing in the order
of things but gets constructed as a more unified subject with interest in a concept
such as corporate branding; and (6) how controversies and power issues among
managers are at play in the emergence of interest in such a concept. I consider that
in the spirit of ANT, this description cannot be easily reduced to e.g. a short verbal
summary or straightforward graphical model, as a solution, or answer to the
riddle. Importantly, the whole Description is, in a way, the answer - thus, the
capital letter.

Nevertheless, considering that particularly marketing, corporate branding and
B2B branding research traditions, to which I aim to primarily contribute, are
inclined towards realist paradigm pursuing fairly concise findings to specific
research questions, I want to advocate a mode of research in which one makes
further, more concise findings and conclusions concerning the riddle of the study
on the basis of the actual ANT Description and beyond it. Actually, this is, at the
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same time, a further attempt of mine to point out what I implied already earlier by
referring to Latour (2005) claiming that ANT is for “a naive realist”: that ANT and
realist orientation may not have to be incommensurable.

Accordingly, a further objective of mine is, first of all, to answer certain
research questions derived from and related to the riddle also in a somewhat
concise and summarized way. Particularly, the objective is to find answers to the
following research questions:

Research question 1: What were the main (immediate) management
interests in/behind corporate branding in the Finnish P&P corporations?

Research question 2: What were the management practices of corporate
branding which the management of the Finnish P&P corporations mainly
became interested in?

Research question 3: To what management practices of corporate
branding were the (immediate) management interests in corporate
branding translated in the Finnish P&P corporations?

Research question 4: What management interests were Othered by the
management practices of corporate branding in the Finnish P&P
corporations?

With “immediate” management interests in corporate branding, I mean the
interests that the management practices of corporate branding were considered to
directly serve.

On the other hand, when it comes to solving the riddle in relation to the taken-
for-granted aspects and longer-term developments related to them, my objective is
to find “preconditions” for corporate branding in the Finnish P&P corporations. I
consider that the preconditions can be (1) various intermediate outcomes related to
the aspects of longer-term developments or, particularly, (2) management interests
behind the “immediate” management interests in corporate branding. My objective
is to find answers to the following questions:

Research question 5a: What preconditions mainly related to shareholders,
shareholder value, and share price were there for the management interest in
corporate branding in the Finnish P&P corporations and which
(immediate) management interests in corporate branding were related to
these?

Research question 5b: What preconditions mainly related to differentiation
in the market were there for the management interest in corporate branding
in the Finnish P&P corporations and which (immediate) management
interests in corporate branding were related to these?

Research question 5¢: What preconditions mainly related to selling own
products were there for the management interest in corporate branding in
the Finnish P&P corporations and which (immediate) management
interests in corporate branding were related to these?

Research question 5d: What preconditions mainly related to international
expansion were there for the management interest in corporate branding in
the Finnish P&P corporations and which (immediate) management
interests in corporate branding were related to these?
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Research question 5e: What preconditions mainly related to environmental
responsibility issues were there for the management interest in corporate
branding in the Finnish P&P corporations and which (immediate)
management interests in corporate branding were related to these?

Further, when it comes to solving the riddle in relation to mergers and acquisitions
in the late 1990s and early 2000s, the objective is to find answer to the following
question:

Research question 6: What preconditions mainly related to mergers and
acquisitions around the year 2000 were there for the management interest in
corporate branding in the Finnish P&P corporations and which
(immediate) management interests in corporate branding were related to
these?

In Chapter 13, I address the above research questions derived in a somewhat
concise or summarized way.

Finally, I have one more objective related to looking into the Description and
the Findings concerning the research questions by discussing earlier research and
work related to corporate branding, as well as some theoretical concepts from that
and other research. Via such discussion, I aim to make conclusions which
emphasize such aspects of the Description and Findings to which earlier work has
paid less attention, in some measure interpreting the aspects in terms of theoretical
concepts outlined by others, to the extent that the aspects clearly reflect, or are
instances of, the concepts and their suggested definitions. I present my Conclusions
in Chapter 14. They relate especially to what kind of practices of corporate
branding the management actually became interested in and what interests the
practices served, as well as what interests they possibly were against to, or
Othered. Also, they relate to who in the management was most actively interested
in the management practices of corporate branding and whose power and control
became emphasized.

Particularly based on the Findings and Conclusions presented in Chapters 13
and 14, in the final chapter, Chapter 15, I point out some implications of my Thesis,
concerning suggestions for further research and management.

1.5 Structure of the Thesis

PART I: Chapters 1
Part I comprises Chapter 1 and serves as an introduction to the Thesis.
PART II: Chapters 2-4

Part II comprises Chapters 2-4. In Chapter 2, I describe ANT as ontology and in
Chapter 3, as a way of studying and analysing things. In Chapter 4, I describe how
the empirical data of the present ANT study was gathered and analysed in
practice.

Note that in Appendices A and B, I provide a review of ANT literature
particularly in the field of management and organization studies.
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PART III: Chapters 5-7

In Part III, I describe how different managers of the Finnish P&P corporations came
to have various interests amidst longer-term historical developments related to the
taken-for-granted aspects and, thereafter, related to the aspect and specific
moments of mergers and acquisitions around year 2000. Some of these interests
were eventually served by or translated to certain management practices of
corporate branding - to be described in Part IV. Part III comprises Chapters 5-7.

In Chapter 5, I “arrive” and start the description before the aspects of
shareholders, shareholder value, and share price; differentiation in the market;
selling own products; international expansion; and environmental responsibility
issues were taken for granted in the Finnish P&P corporations.

In Chapter 6, I describe how different managers of the Finnish P&P
corporations came to have various interests in the process of black-boxing of the
taken-for-granted aspects, or the transformations and longer-term developments
related to them. I describe the developments related to the aspects, or their black-
boxing, as involving various specific management interests, as well as various
concrete “mobilizations” made by the corporations and their management and
other actors. When making the description, I especially highlight particular
interests that various managers came to have, towards and by the early 2000s.
These particular interests of different managers were interests that would
eventually become management interests of corporate branding [mlI’s] and be
served by, or translated to, certain management practices of corporate branding
[mP’s] in the Finnish P&P corporations - the translations to be described in Part IV.

In Chapter 7, the focus of the description is on specific moments in the
histories of the corporations - the aspect of “mergers and acquisitions around the
year 2000” - when the management interest in corporate branding ultimately arose.
I describe how managers of the Finnish P&P corporations came to have - after the
longer-term developments related to the taken-for-granted aspects (Chapter 6) had
mostly already taken place around year 2000 and, further, at the specific moments
of mergers and acquisitions at that time - additional interests which would later
become management interests in corporate branding [mlI’s] and be translated to
management practices of corporate branding [mP’s]. I also describe how particular
aspects of individual mergers and acquisitions acted to make managers have
certain interests. When making the description, I again highlight particular
interests that various managers came to have - interests that were eventually
translated to certain management practices of corporate branding in the Finnish
P&P corporations - the translations to be described in Part IV.

Part IV: Chapters 8-11

Part IV comprises Chapters 8-11. In these Chapters, I describe the management
practices of corporate branding which various managers, including top managers,
of the Finnish P&P corporations mainly became interested in, how these
management practices would serve some of the various interests of different
managers described in Chapters 6 and 7 - which I call management interests [ml’s]
in corporate branding - and how a more unified management subject with an
interest in corporate branding got constructed. I also describe management
interests that were somewhat suppressed or Othered by the management practices
of corporate branding.
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PART V: Chapters 12-15

In Part V of the Thesis, I present the main Findings and Conclusions of my
research, as well as its Implications, focusing on contributing to marketing,
corporate branding and B2B branding research.

In Chapter 12, I present a conclusion of the Description in Parts Il and IV. In
Chapter 13, I address the above research questions in a somewhat concise or
summarized way. In Chapter 14, I present the conclusions of my Thesis. Based on
the Findings and Conclusions, in the final chapter, Chapter 15, I point out some
implications of my Thesis, concerning suggestions for further research, as well as
management.
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In Chapter 2 of this Part II, I describe ANT as ontology and in Chapter 3, as a way
of studying and analysing things. In Chapter 4, I describe how the empirical data of
the present ANT study was gathered and analysed in practice.

Note that in Appendix A (and B), I provide a review of ANT literature
particularly in the field of management and organization studies.

2 ANT as ontology

2.1 The heterogeneous network and semiotics of
materiality

What is at the heart of ANT is the metaphor of the heterogeneous network. As
mentioned, the original ANT authors started out in the field of sociology of science.
Authors such as Bruno Latour and Michel Callon (e.g. Latour and Woolgar 1979;
Latour 1981; Callon 1981, 1986b; Callon, Law, and Rip 1986), with others in
sociology of science, argued that scientific facts are products of processes whereby
social aspects play a highly significant role, rather than something generated
through the operation of a privileged scientific method. But, as Law (1992) notes,
they particularly argued that “scientific facts” are actually a product or effect of a
network of heterogeneous materials. They are the end product of a lot of hard work
in which heterogeneous bits and pieces - scientists, other scientists, financiers,
government, test tubes, reagents, organisms, skilled hands, scanning electron
microscopes, radiation monitors, articles, computer terminals, etc. - are associated
and fitted together. Science is a material matter but also a matter of organizing and
ordering those materials. It is a process of “heterogeneous engineering” (see Law
1986b, 1987) in which heterogeneous bits and pieces from what is traditionally
considered as the social and the technical, the cognitive and the non-cognitive are
converted (or “translated”) into a set of equally heterogeneous scientific facts.

Nevertheless, ANT authors very early made the analytical move of not
viewing science as anything very special. They came to be interested in all kinds of
(social) orders. For instance, in one of the most important precursor articles for
ANT, Callon and Latour (1981) directed the attention of sociologists to the
importance of heterogeneous materials in human social relations, in analysing
baboons and their societies. One of their claims was that societies of baboons and
humans differ because humans use and have at their disposal many more durable
materials, such as instruments, tools, regulations, texts, walls, and objects, to
stabilize their world. Baboons do not have much more than their naked bodies and
their social glue is mostly somatic. Domination in their world depends on face-to-
face confrontation. In other words, the social is not simply about the human. It is
about all these other materials, too (Law 1992).

One way to attend to the heterogeneous networks, or semiotics of materiality,
is to pay attention to that almost all of our interactions with other people are
mediated through non-human or technical objects of one kind or another (see e.g.
Callon 1991; Latour 1988a, 1991, 1992b, 1993). Consider, for instance, whether a
doctoral defence would be possible without an auditorium, trail blazers worn by the
people in the front, chairs arranged in rows on which people facing them are
sitting, canvas and slides on the wall, and speech. Indeed, all the heterogeneous
materials participate in our social relations and help to define them. They are part
of the social and operate on us to influence the way in which we act.
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So, as Law (1992) notes, ANT authors consider social relations as networks of
heterogeneous materials. If human beings form social relations it is not because
they interact with other human beings. It is because they interact with human
beings and endless materials, too. But furthermore, ANT authors also consider
every kind of entities or objects to which one can point - or to which we are
traditionally used to pointing to - as networks of heterogeneous materials. For
instance, they see no difference in a person and the networks of entities on which
the person acts or which act through the person. Network and person are
considered co-extensive (Callon and Law 1997). This is one of the things on what
Latour directed his attention to in his influential study on Louis Pasteur as the
French national hero, triumphing over anthrax and making revolutions in the
society (Latour 1983, 1984, 1998b). Basically, Latour shows that Pasteur was
nothing more than a network of heterogeneous elements. Pasteur-the-network was
made of numerous bits and pieces: laboratories in which experiments were made,
bacteria which where domesticated, people involved in the hygienic movement,
notebooks, statistics, vaccines, farm at Pouilly de Fort where sheep lived and died,
journalists who witnessed spectacular experiments on the farm, French electors,
etc. The argument is that Pasteur was not a single entity, not a body and soul, or an
ingenious mind. Instead, he was a combination or network of a great number of
different elements which produced Pasteur-the-great-researcher. In other words,
outside this network, Pasteur-the-great-researcher did not exist at all - he was a
network.

What is traditionally conceived as persons are, according to ANT authors,
networks. But so are, for instance, technical artefacts and texts. We can actually see
this quite easily with the very same Pasteur example above. If we consider e.g. the
technical artefact of vaccine-protective-of-anthrax or the texts with statistics-about-
sheep-infected-of-anthrax as the starting point of our analysis we may describe
quite similar networks of heterogeneous elements. Anyway, as Callon and Law
(1997) note, entities, be they human, non-human, textual, or something else, are not
solid, discrete, or clearly separated from their context. They do not have well-
established boundaries. They are not what could be traditionally seen as subjects
and objects. They are sets of relations; they are networks and co-extensive with
those networks.

Thus, in ANT, what is true for science is also said to be true for everything
where (social) order appears, e.g. for society, organization, entities, objects,
technologies, the economy, etc. Indeed, all orders, or all objects to which one can
point to, are viewed as ordered networks of heterogeneous materials (Law 1994).
They are ordered and patterned networks of heterogeneous materials whose
resistance has been overcome - relational effects of ordering these materials. ANT
may thus be understood as semiotics of materiality (Law 1999a), as mentioned in
the Introduction.

What about the “actor” part of “actor-network”, then? The discussion above
enables one way of understanding this. The first thing to note is that ANT does not
consider that the capacity of action or agency is a human attribute alone (Law
1991a; Callon and Law 1997). In a way it takes the notion of agency to the realm of
the non-human in a way that is strange to many social scientists and has thus
evoked confusion and resistance (e.g. Collins and Yearley 1992). After all, the idea
of a social actor and the special nature of social agency is a building block of much
of our social science. Anyway, since ANT is about semiotics, agency is seen as a
property of a network. The following is an example inspired by Law (1997) and
Callon and Law (1997).
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Jack is the dynamic CEO of a large forest industry company. He is intelligent,
active, strategic, demanding, and energetic. Many of us would agree that he indeed
is an actor. So what does he do? He holds meetings, talks with executive team and
board members, listens to presentations. He sits in his office on a fancy chair,
behind an oiled teak desk, using his computer, telephone, and e-mail, leafing
through financial and production reports and signing papers. He has his secretary.
He sometimes visits paper mills to see what is going on. He talks to financial
analysts around the world. He gives speeches to various audiences. He does a lot.
He is strategic. He calculates and makes decisions. But, what would happen if we
drop him into the society of the naked baboons? What if we took away Jack’s office
and computer. If we blocked accounting reports from accumulating on his desk. If
his secretary was to disappear. If there were no more airplanes with which to
travel. If his mobile phone subscription and e-mail account were closed. If the
members of the executive team and board began to ignore him. If the employees
merely laughed at him. Would Jack still be the same actor?

It would be, of course, possible to point to Jack and insist that he is where the
action is located. To insist that he is an agent primarily because he inhabits a body
that carries knowledge, skills, values, and all the rest. And to point to all the other
materials and insist that they are part of a passive support system. But according to
ANT, strategic action is a collective property - not something undertaken by
individual persons or even a collective of persons (Callon and Law 1997). As Law
(1992) notes, it does not deny that human beings usually have to do with bodies
and neither does it deny that human beings have an inner life. But it insists that
action or social agents are never located in bodies alone, but rather that an actor is a
patterned network of heterogeneous relations, or an effect produced by such
network. The argument is that every action we traditionally ascribe to human
beings - thinking, writing, loving, earning, etc. - are generated in networks that
pass through and ramify both within and beyond the body. Here we can see one
justification for the term actor-network - an actor is always also a network (Law
1992).

Importantly, ANT generalizes the above argument. For instance, a machine or
a computer can be considered an actor but it can also be described as a
heterogeneous network. The action emerges e.g. in the interaction between the
keyboard, display, software, and the user. The same argument is true for texts, as
well as for organizations and institutions - or management interests (in corporate
branding)! Thus, as Callon and Law (1995) note, also action is equivalent to specific
and materially heterogeneous relations, or “hybrid collectives” (Callon and Law
1995). Action has no identifiable source, such as human agent - or computer, social
structure, or the divine - but is located through heterogeneous patterns. Each
element of a network “relays” and “prolongs” action of the collective without
being the source itself.

2.2 Performativity

2.2.1 Patterning of networks

Although I illustrated above some of the implications of the semiotics of materiality
or heterogeneous networks with examples pointing out, in a way, the actor-
network nature of different orders and entities, it is crucial to note that the idea of
semiotics of materiality in ANT implies dynamism or performativity (Law 1994)
rather than any kind of static state of world, let alone structure. Orders and entities
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are not merely networks, but most of all network effects. The bits and pieces in the
networks are not given in the order of things. They are relational effects or
outcomes (Law 1999a), compound realities, the product of a process of composition
(Callon and Law 1997). So, the entities have to be brought together. However, ANT
tells us “nothing at all about how it is that links are made” (Law 1999a, p. 8, emphasis
in original). So, how new networks are patterned and potential resistance
overcome is entirely an empirical question. Accordingly, ANT authors are centrally
concerned with how it is that things get locally and contingently performed into
and in networks of relations that are relatively stable and stay in place, so that
orders - as effects or outcomes - are more or less temporarily achieved. Thus, ANT
is actually interested in ordering, rather than orders (Law 1994). As Latour (1999a)
notes, even the word network was originally meant to denote just a series of
transformations, somewhat like Deleuze and Guattari’s (e.g. 1987) term “rhizome”.

Since ANT considers orders and entities as relational effects, it considers that
their form, content, or properties are not fixed. Rather, their identity emerges - and
changes - in the course of interaction, through processes of transformation,
compromise and negotiation (Callon and Law 1997). Importantly, this leads ANT
authors to defy - or at least avoid - explaining any ordering with some inherent
and distinctive qualities of entities. Particularly, entities are not seen to inherently
possess certain distinctive degree of power or size, which could be used to explain
ordering, as often in traditional social science accounts. Power (e.g. Latour 1986;
Law 1986a, 1986b) and size (e.g. Callon and Latour 1981; Latour 1991; Latour
1999a) are, in ANT, also relational material effects that arise together with the
ordering efforts. So, distinctions or divisions based on power and size are
understood as relational effects or outcomes. But actually all divisions that one can
traditionally think of, such as truth vs. falsehood, scientific vs. non-scientific, hard
fact vs. soft fact (e.g. Latour 1981, 1987, 1990, 1999b), macro vs. micro (e.g. Callon
and Latour 1981; Latour 1991; Latour 1999a), agency vs. structure (e.g. Law 1991a;
Latour 1999a; Law 1999a), human vs. non-human (e.g. Callon and Latour 1992b;
Law 1999a), before vs. after (e.g. Latour 1991), power vs. knowledge (e.g. Law
1986a; Latour 1987), context vs. content (e.g. Latour 1991), materiality vs. sociality
(e.g. Law 1994), are understood as effects or outcomes (Law 1999a). They are not
given in the order of things and cannot be used to explain anything - they are to be
explained, if anything.

The idea is to describe a local process of patterning, ordering and resistance.
ANT authors often refer to this process, which generates ordering effects such as
entities and social orders or power and size, with the term “translation”. Actually,
ANT is often referred to as being about “sociology of translation” (e.g. Brown and
Capdevila 1999, p. 29; see also Callon 1986a). On the other hand, Callon and Law
(1997) explain that although human beings, artefacts, texts, social groups,
organizations, etc. are distributed through and enact a range of materials and
elements, despite the endless flux and indeterminacy, these networks of
heterogeneous materials become more or less durable and achieve a degree of
stability. Further, a network which is relatively stabilized tends to count to some
extent as an entity, a black box that translates the various materials that make it up.
Indeed, ANT is particularly interested in how material relations are put into “black
boxes” (e.g. Callon and Latour 1981; Latour 1987), so that the accumulation of the
materials ends up being invisible, natural and unproblematic - “no matter how
controversial their history, how complex their inner workings, how large the
commercial or academic networks that hold them in place, only their input and
output count” (Latour 1987, p. 3). This is an important point in my study, as 1
explore how the management of the Finnish P&P corporations became interested in
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corporate branding, particularly in relation to the black-boxing of the taken-for-
granted aspects of shareholders, shareholder value, and share price; differentiation
in market; selling own products; international expansion; and environmental
issues.

Law (1992) gives a simple example of how networks that make up an entity
can be deleted, or concealed from view - with regard to television. For most of us
and most of the time, a television is a single and coherent object. But when it
happens to break down, it rapidly reveals itself as a network of electronic parts and
human interventions. So, for much of the time, we are not in a position to detect
network complexities. If a network acts as a single block, it disappears, to be
replaced by the action itself and the seemingly simple source of that action. At the
same time, the way in which the effect is generated is also deleted: for the time
being it is neither visible, nor relevant.

Translation hence implies transformation and the possibility of equivalence,
the possibility that one thing may stand for another (Law 1992), that certain actors
receive the authority to speak on behalf of other actors. In Callon and Latour’s
(1981) important precursor article of ANT which I mentioned above, and which
was actually their contribution in a volume attempting to integrate micro- and
macro-sociologies, the authors implied this in evoking Hobbes’s (1651) idea of
social order being possible through a contract between individuals who agree to
become associated with one another and to express their wishes through a common
spokesperson. This way a “Leviathan” emerges, i.e. a macro- or super-actor that
seems to be much larger than any individuals that constitute it and is yet merely an
association - a network - of these individuals, equipped with “voice”.
Nevertheless, whereas Hobbes had used the notion of social contract, Callon and
Latour extended this notion to the more general one of “translation”, somewhat in
the sense of the concept introduced by Michel Serres (1974) and applied to
sociology by Callon (1975, 1981). Callon had understood translation as the creation
of “a single field of significations, concerns and interests, the expression of a shared
desire to arrive at the same result” (Callon 1981, p. 211). In a similar vein, Callon
and Latour stated (1981, p. 279):

By translation we understand all the negotiations, intrigues, calculations, acts of
persuasion and violence, thanks to which an actor of force takes, or causes to be
conferred on itself, authority to speak or act on behalf of another actor or force:
‘Our interests are the same’, “do what I want’, “you cannot succeed without going
through me’. Whenever an actor speaks of ‘us’, s/he is translating other actors
into a single will, of which s/he becomes spirit and spokesman. S/ he begins to
act for several, no longer for one alone. S/he becomes stronger. S/he grows.

It is important to note that when the ANT authors talk about actors coming to
speak on behalf of others, they do not talk only about humans - again, no a priori
assumption or division is made. Here, Callon and Latour (1981) originally drew on
e.g. Greimas (1979). Greimas introduced the notion of narrative program, or a
change of state produced by any subject affecting any other subject. These subjects
are grammatical subjects that may or may not reveal themselves as persons.
Accordingly, Greimas used the term “actant”, or “that which accomplishes or
undergoes an act” (Greimas and Courtes 1992, p. 5) and denoted that it applies not
only to human beings but also to objects, concepts, and animals. Actants may have
changing roles in a narrative: an actant may acquire a character and become an
actor or may remain an object of some actor’s action. Accordingly, in ANT, an actor
is “whatever entity or element bends space around itself, making other elements
dependent on itself and is able to translate their wills into a language of its own”
(Callon and Latour 1981, p. 286).
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Thus, in the shaping of a network, very heterogeneous actors try to mutually
control what they are and what they want - to make translations (Callon 1986a).
Translations consist of attempts to seek and restrict roles and identities and
possibilities of interaction among actors. In principle, anything can attempt to set
itself up as an actor and, at the same time, a network. In a sense, in ANT, for a
given actor we choose to look into, there is nothing beyond the network which it
has created, which constitutes it, and of which it forms a part (Callon 1986b). In
processes of translation, putative actors try to change the acting world around
them by mobilizing, juxtaposing, and holding together the bits and pieces of which
they are composed (Law 1992). They try to characterize and pattern the networks,
assemble, and associate mediating materials - materials of sociation (Law 1994) - to
constitute themselves as actors and set up and reinforce particular identities for
other actors.

Nevertheless, ANT emphasizes that the effects of translation attempts are
dependent on the willingness of actors to take the roles proposed to them and to
change. This means that there is a constant struggle over the configuration of the
network and definitions of its actors. There are “trials of strength” among actors
(e.g. Latour 1987), with certain actors” “programs” combating “anti-programs” of
others (Latour 1991). ANT authors often view that putative actors try to “enrol”
other actors to their networks, to “mobilize” them as “allies”, in order to make the
network stronger and more real. This is sometimes seen to happen through
“problematizations”, which Callon (1981) originally illustrated particularly in the
context of science and work of scientists. Problematization is “a form of translation
that posits an equivalence between two problems that requires those who wish to
solve one to accept a proposed solution for the other” (Callon, Law, and Rip 1986,
p. xvii). For instance, in science, we can usually see that there is a general problem
or that certain actors have a certain general problem, and that e.g. a particular
scientist claims that the general problem can only be resolved by the solution of a
much more specific problem proposed by him/her.

If this kind of problematization is successfully imposed, an actor can be seen to
achieve a position of an “obligatory passage point”. ANT authors have borrowed
this concept from military terminology (see e.g. Latour 1988a) and it implies,
simply put, that actors recognize that they need a certain actor in achieving their
own goals - this actor becomes indispensable to achieving their goals and thus an
obligatory passage point. Here we can see also what ANT authors generally mean
by the term “intéressement”, which they have frequently used. In ANT,
intéressement has not to do with human or social interests but about one entity
attracting a second by coming to stand between that entity and a third (inter esse
from Latin “to be between”; see Callon 1986a).

When translation (or enrolment or problematization or intéressement) is
successful, actors are able to prevent bits and pieces from following their own
inclinations and making off. This implies that the processes of translation itself, as
well as the heterogeneity of networks, are concealed for a time (Law 1992) and
certain members of the collective arise as “spokespersons” for others, or the
networks behind them (e.g. Callon 1986a), and become “punctualised” actors (Law
1992). Here we can go back to the television example and note that the processes of
translation being concealed is basically why we can easily point to, for instance, a
television as a distinct object, which can as such sometimes considered as a
member in other networks. The accumulations of materials are rendered invisible,
made natural and unproblematic. As Callon and Latour (1981, p. 285) note:

An actor grows with the number of relations he or she can put, as we say, in
black boxes. A black box contains that which no longer needs to be reconsidered.
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The more elements one can place in black boxes - modes of thoughts, habits,
forces and objects - the broader construction one can raise.

Again, it is through translation - which implies some degree of simplification,
through which an actor is able to borrow others’ force and speak or act on their
behalf or with their support (Callon, Law, and Rip 1986) - that black boxes are
constituted. On the other hand, since due to black-boxing achieved by earlier
translations, not all things, entities, and their relationships appear as problematic
networks of heterogeneous materials, they can be, to some extent, taken for
granted, or built on, in subsequent translations and network configurations. Law
(1992) notes that these kinds of punctualisations, or network packages, can be in
some measure counted as resources in shaping new networks and they may come
in a variety of forms, such as agents, devices, texts, relatively standardized sets of
organizational relations, social technologies, boundary protocols, or organizational
forms. And as Latour (1987; see also Latour and Woolgar 1979) points out in
relation to scientific work, what has been a problem or subject of research for
someone, can in another research serve as a basic assumption, fact or instrument.
In the present study, it seems that the interests in corporate branding were
somehow built on the five taken-for-granted aspects, as they were black-boxed.

It must be emphasized, though, that ANT stresses that all the black boxes and
punctualizations are always precarious (Law 1992). They face resistance and may
degenerate into a failing network. The networks are thus always potentially
unreliable. Particular traces, entities, materials and relationships can suddenly
become problematized or un-black-boxed. This leads us to the issue of durability of
networks and conditions where the durability of network is relatively assured - the
extent to which it is unproblematic and where roles, identities, black boxes and so
on proceed without hiccups. I will look into this issue in the next section, but before
that let me give an example of a classic technology study based on ANT ontology
and how it makes use of some of the concepts introduced above. This study is
Callon’s (1979, 1980, 1981, 1986b, 1987; Callon and Latour 1981) analysis of the
efforts at network building by the French electricity utility company, Electricité de
France (EDF).

In 1973, EDF produced a plan documenting the need for an electric vehicle, the
véhicule électrique (VEL), that not only determined the precise characteristics of
the vehicle it wished to promote but also the social universe in which the vehicle
would function. EDF was attempting to develop a future for VEL by redefining, or
translating, the world and putting the development of an industrial nation into a
black box and using it to its own purposes. Through various “problematizations”,
it defined necessary actors and their roles. It represented recent social history in
terms of the urban post-industrial consumers and new social movements that
attacked the internal combustion engine-driven car on the basis of pollution and
noise levels and its central position as a symbol for a discredited consumer society.
VEL would overcome these concerns, EDF was arguing. Consumers were defined
as actors that would want to drive only electric cars. A range of other actors were
defined, too. CGE (Compagnie Générale d’Electricité) would develop the electric
motor and batteries and perfect the lead accumulators to be used. Renault would
build the chassis for VEL, the government would set up favourable regulations and
subsidies, and companies which ran urban transport systems would cooperate
with research centres, scientists, etc. Finally, not only did EDF define roles for these
kinds of social actors but also those to be played by nonhumans, such as
accumulators, batteries, fuel cells with their catalysts, electrons etc.

Hence, EDF defined the roles in the “actor-network” and was attempting to
“enrol” other entities to them. Each of the actors was necessary to the network and
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for each one EDF acted as the “spokesperson”. Moreover, EDF outlined a
geography of “obligatory passage points”. For instance, to get rid of pollution, it
was necessary to develop the electric vehicle; to develop the electric vehicle, it was
necessary to invent new fuel cells; to invent new fuel cells, it was necessary to
conduct experiments at EDF’s laboratories. So, EDF would become the obligatory
passage point for the other actors that, in its network, were represented as
committed to reducing pollution. In order to set itself up as a spokesperson and
obligatory passage point, EDF had to “displace” the surrounding actors. By
“mobilizing” texts and people, meetings and symposia, prototypes, experiments,
and trial runs, and materials and money, it attempted to render its network more
stable and to have the different entities act according to the outlined “interests”.

Actually, what EDF was attempting to do was to build “black boxes”. Each
entity was reduced to a few properties which were compatible with the
relationships established between entities: “Renault, a company-that-builds-car-
bodies, can cooperate with CGE, a firm-that-produces-engines-and-transmissions;
electrons are elementary-particles-which-transport-electric-charges-from-one-
electrode-to-another thus producing the electric-current-which-drives-the-motor-
of-the-VEL” (Callon 1986b, p. 34). Entities, firms, technical devices and social
groups were assigned to a black box and the network could be seen as a bundle of
black boxes.

Yet in the case of EDF, these simplifications were eventually rejected. For
instance, Renault wanted to remain a major car manufacturer and resisted its
identification with a future in which it would build only car bodies and the internal
combustion engine would have only a minor role. And in the laboratory, the fuel
cells turned out to be less effective than in EDF’s putative actor-network. In the
end, the future outlined by EDF for the VEL stopped becoming real and is network
fell apart.

2.2.2 Durability

Above I shed light on ANT’s tenet of performativity and ordering rather than
orders and focused on its view that entities achieve their form as a consequence of
the patterning of a network of relations. But performativity also means that entities
are continuously performed in, by, and through those relations (Law 1999a). A
consequence is that every order is uncertain and reversible, at least in principle. So,
in the name of performativity, ANT is also centrally concerned with how it is that
durability is achieved; how it is that things get performed (and perform
themselves) into relations that are relatively stable and stay in place (Law 1999a). This
implies that the issue of patterning work of networks should not be separated from
the issue of their durability - they are one and same thing and translation can be
seen to refer to both. However, it seems that sometimes ANT authors are more
interested in studying translations concerning the patterning of new networks,
while sometimes they are more interested in studying translations concerning the
maintenance of existing networks (e.g. Law 1986b, 1994; Latour 1988a). Since with
my study into the (network of the) management interest in corporate branding I
am among the former, I will not pay further attention to metaphors such as
“immutable mobiles” (see Latour 1987, pp. 227-257; Law 1986b, 1992, 1994; Law

you voou

and Mol 2000) or “convergence”, “alignment”, “coordination”,
“irreversibilisation”, “normalization” or “standardization” of the actor-network
(Callon 1991), which have been used to illustrate the latter aspect of the

maintenance of existing networks.
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3 ANT as way of studying and analysing

At this point, I hope I have made it clear that ANT is not a theory about the social,
the society, or social actors and not even a theory a about their relationship to the
technical, technology, or technical “actors”. ANT can be considered first of all as an
ontology of semiotics of materiality and performativity. In illustrating these tenets,
I'have to a large extent introduced and used conceptual terms developed by ANT
authors. Indeed, in a way this conceptual vocabulary can help to understand what
the tenets are about and, hence, what is at the heart of ANT. But unfortunately,
they may also easily hinder a clear understanding of it, by giving the reader
various impressions, depending on his/her background in social sciences. In the
Introduction, I mentioned the metaphorical baggage carried by the terms “actor”
and “network”, and how they may mislead us to think, for instance, about
networks of companies, organizations, or people. Or they may mislead us to think
about (social) agencies and structures in which they are embedded.

Along the use of many other terms rises the danger of inaccurately viewing
ANT as emphasizing strategic action, intentionality, and calculativeness of human
and social actors. “Translating”, “interesting”, “enrolling”, “problematizing”,
“mobilizing”, “displacing”, etc. may all easily appear as something to be done only
by, again, human and social actors, although this is by no means what is implied
by ANT. Actually, the source of inaccurate impression can be partly attributed to
the early, classic ANT studies themselves which, as Michael (1996) notes, may seem
to start out from highly calculative agents - e.g. great scientists, industrial firms, or
other organizations. For instance, it may seem that Latour’s study (1988b) of
Pasteur is merely an account of his successful endeavours to persuade a range of
other (social) actors of the efficacy of his theories and methods; that Callon’s study
(1979, 1980, 1981, 1986b, 1987; Callon and Latour 1981) of the electric vehicle VEL is
merely an account of Electricité de France’s unsuccessful attempts to promote it to
e.g. consumers and Renault; that Law’s study (1988) of the military aircraft TSR2 is
merely an account of an unsuccessful attempt of The Royal Airforce to develop a
long range tactical strike and reconnaissance aircraft; and that Callon’s study
(1986a) of scallops at St. Brieuc Bay is merely an account of three biologists’
unsuccessful efforts to convince the scallop fishermen of the bay of the viability of
scallop farming.

Yes, one can read the empirical studies in this way. Then, one may even be
tempted to claim that ANT is not contributing in any way, but making a human-
centric (see e.g. Collins and Yearley 1992) redescription of how interests of social
actors were or were not aligned and how there were possibly some additional
technical problems to be solved. So, why not talk about micro-politics or
purposeful (human) actors, their goals, and chosen means to reach the goals (as in
e.g. the logic of action in praxeology; see von Mises 1949), on the one hand, and
problems of technology development, on the other hand. A similar claim of ANT
making redescription could also be made in relation to terms such as “durability”,
“convergence”, and “irreversibilization”. For instance, while ANT talks about
durability, could we not talk e.g. about institutions; while ANT talks about
convergence, could we not talk about people working in and across groups; or
while ANT talks about irreversibilization, could we not talk about path-
dependency?

So, is ANT only about redescription? As Michael (1996) notes, possibly. And I
would add that in many studies where ANT has been “applied” this may have
been the case. But what is important to note is that the development of conceptual
vocabulary by the original ANT authors has essentially been an attempt at
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developing a neutral vocabulary as a means of accessing the heterogeneous work
done by heterogeneous entities - non-humans as well as humans - in stabilizing
the relationships that make up e.g. institutions and groups (Michael 1996). It can be
considered, in general, as an attempt at being loyal to the ontology of the semiotics
of materiality. Namely, being loyal to the semiotics of materiality essentially calls
for being agnostic about the generic locus of action and agency that structures these
associations and about a priori divisions between e.g. the agency and structure, the
macro- and micro-social, the social and the physical and the scientific and the
political. It calls for refraining from appealing to some overarching, general
analytic constructs, such as power, intellectual or cognitive skills, human or
political interests, social class, or the God, that would do all the necessary
explaining (e.g. Latour 1986, 1999a; Michael 1996).

Basically, the ANT ontology of the semiotics of materiality calls for a
researcher to abstain “from frameworks altogether and just describe the state of
affairs at hand” (Latour 2004), to provide local and contingent descriptions that
reflect the network under study. This means, as Latour (1999a) notes, learning from
actors “without imposing on them an a priori definition of their world-building
capacities” (p. 20). Further, it means to systematically avoid replacing “their
sociology, their metaphysics and their ontology with those of the social scientists”.
The tenet is that “actors themselves make everything, including their own frames,
their own theories, their own contexts, their own metaphysics, even their own
ontologies” (Latour 2004). A description of these, of “procedures which render
actors able to negotiate their ways through one another’s world-building activity”
(Latour 1999a, p. 21), rather than an attempt to explain actors” behaviour and
reasons with researcher’s own constructs, is central:

I'd say that if your description needs an explanation, it’s not a good description,
that’s all. Only bad descriptions need an explanation. It's quite simple really.
What is meant by an ‘explanation’, most of the time? Adding another actor to
provide those already described with the energy necessary to act. But if you have
to add one, then the network was not complete, and if the actors already
assembled do not have enough energy to act, then they are not ‘actors’, but mere
intermediaries, dopes, puppets. They do nothing, so they should not be in the
description anyhow. I have never seen a good description in need, then, of an
explanation. But I have read countless numbers of bad descriptions to which
nothing was added by a massive addition of ‘explanations’! And ANT did not
help... (Latour 2004).

Thus, in a way, an ANT approach to analysis is simply about being faithful to the
insights of ethnomethodology (e.g. Garfinkel 1967; see also Blumer 1969; Goffman
1958): actors know what they do and we have to learn from them not only what
they do, but how and why they do it (Latour 1999a). Indeed, many authors,
including Latour, seem to consider ANT more like a method of analysis or a theory
of how to study things (see e.g. Latour 2004, 2005), rather than an ontology.
Nevertheless, this is mainly a question of the viewpoint from which to start. I have
chosen to first emphasize ANT’s ontological commitment to the semiotics of
materiality (following particularly Law) and then explain what it means or calls for
in terms of studying and analysing things. I could have equally well started from
ANT’s commitments to how to study and analyse things and explained what kind
of ontology is - or has to be - behind them, i.e. the semiotics of materiality.

It is worthwhile to note that if the latter viewpoint is emphasized as a starting
point, many authors (e.g. Singleton and Michael 1993; Munir and Jones 2004)
consider three principles of how to study things, originally introduced by Callon
(1986a), as central tenets of ANT: principles of (1) “general agnosticism”, (2)
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“generalized symmetry”, and (3) “free association”. According to Callon, the
principle of generalized agnosticism insists on analysing uncertainties about the
properties of nonhumans and humans in the same way, by being impartial towards
actors and their (what are traditionally considered as) technical and social
arguments. No point of view should be privileged and no interpretation should be
censored. The researcher should not fix the identities of implicated actors if these
identities are still being negotiated. The principle of generalized symmetry, in turn,
takes into account that ingredients of controversies are a mixture of considerations
concerning both “Society” and “Nature” and requires using a single repertoire
when they are described. The rule is not to change “registers”, or “grid of
analysis”, when we move from the natural or technical to the social aspects of the
problem that we study. And finally, the principle of free association calls for
abandoning all a priori distinctions between natural and social events and rejecting
hypotheses of a definite boundary between the two. The researcher should
consider that the repertoire of categories he/she uses, the entities which are
mobilized and the relationships between these, are all topics of actors” discussion.
Instead of imposing a pre-established grid of analysis upon these, we should
follow actors in order to identify the manner in which they define and associate
different elements by which they build and explain their world.

Actually, even the idea of generalized symmetry may be misleading. It should
not be concluded that “objects” and “subjects”, “non-humans” and “humans”
should be “maintained together” and studied “symmetrically” (Latour 2005, p. 76):

[W]hat I had in mind was not and, but neither: a joint dissolution of both collectors.
The last thing I wanted was to give nature and society a new lease on life through
‘symmetry’...

ANT is not, I repeat is not, the establishment of some absurd ‘symmetry between
humans and non-humans’. To be symmetric, for us, simply means not to impose
a priori some spurious asymmetry among human intentional action and a material
world of causal relations. There are divisions one should never try to by pass to
go beyond, to try to overcome dialectically. They should rather be ignored and
left to their own devices, like a once formidable castle now in ruins...

Related to the above, Latour notes that in modernist thinking, issues relating to
“out there” nature, “in there” psychology, “down there” politics and “up there”
theology are treated as separate problems, but for ANT there is only one problem;
“only one single predicament which, no matter how entangled, has to be tackled at
once” (Latour 1999a, p. 22).

The best it [ANT] can do for you is to say something like: “When your informants
mix up organization and hardware and psychology and politics in one sentence,
don’t break it down first into neat little pots; try to follow the link they make
among those elements that would have looked completely incommensurable if
you had followed normal academic categories. (Latour 2004)

So, ANT’s ontological commitment to the semiotics of materiality calls for a certain
methodological commitment (albeit they can also be considered to mutually
determine each other). It calls for description of the procedures which render actors
able to negotiate their ways through one another’s world-building activity, rather
than an attempt to explain actors” behaviour and reasons with researcher’s own
constructs. Here, it is good to go back to where I started this section: to ANT
conceptual vocabulary. First of all, even the term “network” must not be viewed
too much as referring to a construct, to something that is to be drawn by the
description. ANT says nothing about the shape of what is being described with it:
showing that the phenomenon is constituted of connections, interconnections and
heterogeneity is not enough, but it is the work, the movement, the flow, and the
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changes that should be stressed - “worknet” instead of “network” (Latour 2004).
Thus, ANT can be considered “more like the name of a pencil or a brush than the
name of an object to be drawn or painted” (ibid.). On the other hand, ANT is not
about explanations or interpretations “of what actors do simply glossed in a
different more palatable and more universalist language” (Latour 1999a, p. 21).
After all, the chosen vocabulary must not be considered what is central to ANT - as
Callon (1986a) notes, e.g. the vocabulary of translation makes a description no
more and no less valid than any other vocabulary.

So, in my approach to studying the riddle of how the management of the
Finnish P&P corporations became interested in corporate branding, I aim to
provide a description of a local and contingent history - according to the ANT
tenet of “actors themselves make everything”, as advocated by Latour. The whole
description basically attempts to use the actors” own developed language and the
rich vocabulary of the actors” practice. Moreover, the tenet is especially visible in
certain aspects of the study. I abstain from defining myself what corporate
branding would be in the case of the Finnish P&P corporations and their
management, from interpreting certain management practices as corporate
branding, and from arguing for certain benefits resulting from the interest in them.
I pay attention to what kind of management practices of corporate branding the
management actually constructs and becomes interested in. This relates to my
abstaining from viewing the concept of corporate branding as something that
merely diffuses to a company as a ready-made concept (see e.g. Latour 1987). I
even abstain from treating the management as a uniform and unproblematic
subject existing in the order of things but pay attention to how the management
actually gets constructed as a more unified subject with an interest in a concept
such as corporate branding. Moreover, I abstain from explaining the interest with
theoretical concepts of social sciences, such as institutional forces (see e.g. Latour
2005). And I abstain from applying specific levels of analysis, as is usually done in
management and organization studies. I do not pay any particular attention to
whether different entities reside on e.g. societal level, environmental level, industry
level, firm-in-the-industry level, interorganizational level, firm level, functional
level, management level, or individual level.

Furthermore, it can be noted that when tracing local and contingent histories
of orderings, ANT authors often pay attention to controversies between various
parties and how they are more or less settled (Latour 1987; Latour 2005). This
reflects the above-mentioned notion of performativity: that things get locally and
contingently performed into and in networks of relations that are relatively stable
and stay in place, so that orders are more or less temporarily achieved and
potential resistance overcome. At the same time, ANT authors often pay attention
to how effects of power and domination are produced (e.g. Latour 1986; Law
1991b; Latour 2005). This reflects the above-mentioned semiotic notion that power
is not inherent quality of entities. Paying attention to these issues, ANT has in
common with e.g. Foucault’s (e.g. 1971) work on genealogy. Accordingly, in my
approach, I pay attention to how controversies and power issues among managers
are at play in the emergence of interest in a concept such as corporate branding.

Finally, the power and domination issues are closely related to the
“undiscovered continent” of the Other (see e.g. Lee and Brown 1994), heterogeneity
as that which is unassimilable and different (see e.g. Lyotard 1991), and differences
in heterogeneity between those that are privileged and those that are not (see e.g.
Star 1991). I join those ANT authors who are increasingly interested in Otherness
(see Law 1999a) particularly in looking into such interests of managers that were
Othered by the management practices of corporate branding.
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4 Method

In this Chapter, I describe how the empirical data on which the ANT account, or
description, of the present study is based on was gathered and analysed. Note that
I have already implied that a commitment to ANT ontology is at the same time a
commitment to an ANT way of studying and analysing things, which I have
discussed quite extensively above, in Chapter 3. That discussion could, in a sense,
be seen as constituting a major part of what we would traditionally put under the
heading “Methodology”, particularly when it comes to what could be called
research strategy and approach to data analysis. So, the function of this chapter
remains to describe what kind of data I have gathered, how and why I have
gathered it, how I have analysed it and why I have analysed it in the way I have.
Before going into this, though, I want to emphasize two things.

First, ANT or ANT authors do not basically make any specifications about the
above aspects of gathering and analysing data, beyond what I have earlier implied
with respect to the ANT way of studying and analysing things®. Also, it seems
impossible to extract or interpret from existing ANT studies any typical aspects
when it comes to gathering and analysing data (Ylikoski 2000). Second, as
Czarniawska and Hernes (2005b), citing Lee and Hassard (1999), stress, the main
precepts of ANT are “epistemological pragmatism” and “ontological relativism”.
Actually, to be precise, Lee and Hassard (1999) do not directly mention
epistemological pragmatism, but note that ANT appears to be “empirically realist”,
in finding no insurmountable difficulty in producing descriptions of organizational
processes, in providing “theory-laden” descriptions of organization, and in leaving
the task of challenging its empirical base to the research and user communities it
addresses. Anyway, Czarniawska and Hernes (2005b) apparently interpret this as
ANT being about epistemological pragmatism, which seems acceptable on the
grounds that the work done in the name of ANT is very heterogeneous and usually
ANT authors put very little effort into analysing and defending the rigor of their
data gathering and analysis. In other words, as Czarniawska and Hernes note,
there is less concern about a specific “method”, but greater caution when
apportioning the world into inherited categories.

When it comes to more practical issues of gathering and analysing data, recall
first that I pointed out earlier that, in a way, ANT is about being faithful to the
insights of ethnomethodology: actors know what they do and we have to learn
from them not only what they do, but how and why they do it (Latour 1999a). This
would mean abstaining from pre-defined frameworks and learning from actors
“without imposing on them an a priori definition of their world-building
capacities” (Latour 1999a, p.20) - “following actors” and hence the traces that have
been produced as networks have been built up (see Latour 1987). But perhaps the
biggest challenge is related just to what should count as an actor, from what actors
one should learn, and what actors to follow, since in ANT, actors - or actants - can

5 Note that Latour (1987) provides us with seven “Rules of Method”. However, rather than advising on what kind of data to gather, or
how to gather it and analyse it in practice, Latour mostly emphasizes aspects of ontology and epistemology. He emphasizes how we
should look at things (particularly science) as material practice and patterning of heterogeneous associations, not as collection of
ready-made facts and structures or as having intrinsic qualities (rules 1 and 2), and how we should not explain things with e.g.
aspects of nature or society (rules 3 and 4) or with rationality or irrationality (rule 6) - instead, these are what call for explanation.
These are tenets of ANT which my discussion in Chapter 3 already reflected. Perhaps slightly more practical advice on what to pay
attention to in field research Latour gives in relation to rules 5 and 7. He stresses that we should be undecided about the various
actors we follow and recognize the moments whereby divides are built between what actors belong to inside and outside the process
of making technoscience (rule 5) and that before attributing any special quality to the mind or to the method of people, we should
examine the ways in which inscriptions (mainly paper forms) are gathered, combined, tied together and sent back (rule 7).
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be whatever entities, whatever: ANT assumes radical indeterminacy of an actor
(Callon 1999). As Miller (1997, p. 363) puts it:

It's fine to tell us that we should believe them when they speak to us, that we
should refrain from judging them, but we have to know who to speak to in the
first instance, which meeting to attend, who to call on the telephone, who to
email, and who to ask for an interview!

Strathern (1996; see also McLean and Hassard 2004) has suggested that this is
essentially a problem of where and when to “cut the network”. It involves a
continual process of deciding which actors to follow and how to represent them.
Law (1991a), in turn, indicates that there indeed is a price associated with following
actors. This includes the problems associated with maintaining analytical distance
as we begin to see the world through their constructs and experience their
practices. “We take on their categories. We see the world through their eyes. We
take on the point of view of those whom we are studying.” (Law 1991a, p. 11) And
still, certain distributions may ultimately become invisible, for those that are of less
concern to the actor who is being followed tend to melt from view.

On the other hand, Law (1991a) notes that we can never, after all, reduce our
categories to those of our subjects. Importantly, I adopt in the present study Law’s
(1991a) view that an academic researcher cannot follow actors everywhere, he/she
engages ultimately in a practice of ordering, sorting and selection. Hence, as Law
implies, the method of following the actors here is perhaps best seen as a way of
generating surprises, of making oneself aware of the mysterious, since it tends to
break down “natural” categories, or some of those distinctions and distributions
“natural” to the sociologist - as reminding us that we tend to reify, naturalise, or
simply ignore, what may be important distributions.

The basic principle I had in conducting the field research was to continuously
make, reject, and remake conceptualizations about who and what could count as
actants or entities in the developments whereby the management of the Finnish
P&P corporations had become interested in corporate branding. At the very
beginning, I had, of course, one assumption about the actants, which necessarily
stemmed from the phenomenon I was studying: since I was studying how the
management of the Finnish P&P corporations became interested in corporate
branding, it was clear that managers of these corporations were central actors in
the process. Actually, describing how the managers of the corporations had been
acting and how they had been acted on would have to be in central focus in the
empirical account. Furthermore, like certain classic ANT studies (e.g. Callon 1986b;
Latour 1988b, 1996) which seem to focus on companies and managers, I chose to
concentrate on describing how managers were trying to build the world around
them by defining heterogeneous entities or actors and their relationships and
making “mobilizations” to realize the defined worlds. On the other hand, I would
describe other mobilizations than those made by managers or the corporations,
which would involve entities that act in relation to each other, as well as in relation
to the managers and their interests.

4.1 Sources of data

Ideally, the actual field research would have been about following actors around,

particularly the managers of the corporations, simultaneously with at least part of
the time when the processes of the management becoming interested in corporate
branding were going on (see Latour 1987). In the case of the present study,
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however, I was not able to follow actors in this sense, or in a sense of what could be
seen as ethnography-style research including participant observation, since the
processes whereby the management of the P&P corporations had become
interested in corporate branding had taken place already some years ago by the
time of the empirical study. In practice, this made the empirical study inevitably
resemble historical research. Moreover, it suggested that pragmatically feasible
sources of data would be (1) interviews of managers of the P&P corporations and
other persons who had been close to the managers and/or the processes and
related events, at the time they were under way and occurring, and (2) documents
and literature related to the processes and events. By analysing data from such
sources, I could learn about the “traces” of the construction of network, i.e. the
management of the Finnish P&P corporations becoming interested in corporate
branding.

In the following, I describe how I used interviews and documents and
literature as sources of data, as well as provide some source criticism, which can be
seen as an important aspect to the extent that one considers the study practically as
being close to historical research.

4.1.1 Interviews

Interviewees as a source of data

The source of data I used most extensively in producing the empirical description
was interviews of managers of the P&P corporations. Pragmatically, I considered
retrospective accounts (oral histories), or descriptions by the managers as the most
valid sources of historical data about their own and the management in general
becoming interested in corporate branding. I considered the managers as the best
possible informants about this. Nevertheless, I was aware that they could, in
retrospection, be interpreting past developments in a way that could compromise
the accuracy of these accounts as informing me about the developments. The
managers could, for instance, forget things, remember things wrongly or,
deliberately or not, attempt to make their actions reflect smooth, desired, and
planned paths of developments, even if they had been unexpected or undesired
(Bowker and Star 1999). So, I considered also other persons who had been
observing the processes and related events at the time they had been under way
and occurring as useful informants. Among such persons, I further considered
particularly useful persons who had been interacting with the managers - in a way,
following them. These persons could include e.g. industry analysts, researchers,
consultants, and advertising and media experts. Basically, in terms of historical
research, I could compare the accounts of the different kinds of informants to arrive
at a more accurate description of the developments.

Before looking at the nature of the interviews in more detail, it is important to
note that it was possible that interviewees were not only informants but also
themselves representatives of actants or entities that had been relevant in the
processes. Since at the outset, I was undecided about what the relevant actants
would be and what actants to follow, I found it worthwhile to take this stance not
to rule out any possibilities a priori. For instance, among the management, there
could have been different kinds of managers or management sub-groups, coming
from e.g. different functions or levels of management, that had acted or been acted
on differently when they or the top management had become interested in
corporate branding. And e.g. industry analysts, researchers, and consultants
themselves could have related as actants to the developments where the
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management had become interested in corporate branding. Moreover, I would
have, in a way, in principle violated the ANT way of studying things if I had gone to
interview certain persons with the idea of viewing them as mere informants and
not potentially relevant actants or their representatives - as Latour (1991) notes,
reality can be evaluated by comparing what an actor says about another actor with
what this other actor says about itself.

In any case, the idea that reality can be evaluated by comparing what an actor
says about another actor with what this other actor says about itself combined with
the assumption about managers of the companies having been central actors gave
me reason to start the gathering of data by contacting managers in the
corporations. Contacting the companies, I was often directed to persons
“responsible for the corporate brand” or “corporate brand managers”, who I
consequently requested for an interview. On the other hand, since in studying the
management becoming interested in corporate branding, I was particularly
interested in top management and executives of the corporations becoming
interested in corporate branding, I soon also contacted some executives of the
corporations, i.e. managers who were or had been members of the top management
team or executive board. Further, I contacted consultants, analysts, researchers, and
other managers of the corporations who would have been in close contact with the
executives.

In principle, the basic idea in interviewing these persons was the same as in
most the interviews that would follow. I would go to interview a manager or
another person who could tell me about developments whereby they themselves or
the (top) management in general had become interested in corporate branding, i.e.
describe heterogeneous entities, their actions, and interests related to them. I would
analyse what the person described about him/herself and the development of
his/her interests as a representative of management and the related entities and
their actions or about the management in general and the development of their
interests and the related entities and their actions. Then, I could find out more
about the related other entities and their actions by interviewing persons who I
assumed or was hinted by the interviewees to be able to tell me more about them,
as their representatives or otherwise (or, as I will later describe, by searching for
documents or literature with references to these entities). For instance, if customers
were described as entities, I could contact some customers or sales and marketing
managers; if investors, some investors or investor relations managers; if personnel,
some personnel or human resources managers; if certain products, managers from
the divisions responsible for the products. Nevertheless, I decided not to follow the
other entities very far, such as e.g. customers or personnel or consultants, in the
sense of extensively interviewing persons assumed as their representatives about
their respective interests behind their actions. I decided to mainly concentrate on
only their actions - irrespective of all the interests behind - and the effect on these
actions on the management’s interests.

Eventually, 67 interviews were conducted. There were, in total, 64 different
interviewees; three persons were interviewed twice (all the details in Appendix C).
40 of the interviewees were or had been employed as managers in one or more of
the three corporations: 12 as executives and 28 as other managers. By work history,
the interviewed executives and managers represented quite evenly UPM-
Kymmene, Stora Enso, and M-Real, respectively, or their predecessors, albeit that
some of the executives and managers had been working for more than one of the
corporations. Of the other 24 interviewees, 16 can be considered to have been close
to the management of one or more corporations, e.g.as consultants, investment
analysts, or researchers. Of the consultants, seven had actually been working with
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the management of one or more of the corporations. Finally, two of the
interviewees can be considered representatives of certain merchants, two of certain
banks, and three of certain customers related to the corporations.

The interviewees were contacted by email and asked for an appointment of
approximately one to one and a half hours. Most interviews were conducted in
Finnish, face-to-face at the premises where the interviewees had their offices. A few
interviews were conducted in English (6 interviews) and a few interviews (14) over
the telephone, particularly with persons working abroad, outside Finland. The
interviews took place between December 2004 and November 2005. The length of
the interviews varied between 35 and 140 minutes, the duration of most interviews
being approximately an hour. In total, there was 4200 minutes of interview data,
approximately 70 hours. The interviews were audio-recorded and transcribed.

Conduct of the interviews

On a technical level, the interviews were semi-structured but involving aspects of
narrative interviewing (see Schiitze 1977; Bauer 1996; Jovchelovitch and Bauer
2000). The interviews were thus “semi-structured interviews enriched by
narratives”, iteratively going through several sequences of narration and
subsequent questioning (Hermanns 1991, Bauer 1996). What I especially adopted
from the method of narrative interviewing is its conceptual idea of being motivated
by a critique of the traditional question-response mode of interviews. Bauer (1996)
claims that in this traditional mode, the interviewer is imposing structures in a
threefold sense: (1) by selecting the themes and the topics, (2) by ordering the
questions, and (3) by wording the questions in his or her language (Bauer 1996).
Hence, the data obtained from such interviews reveals perhaps more about the
interviewer’s own relevance structures than about the issues under investigation.
In the following I will further describe, mainly informed by Schiitze (1977) and
Bauer (1996), the aspects of narrative interviewing I found especially useful in
overcoming the deficiencies of the question-response mode.

In order to elicit a less imposed account of the interviewee’s perspective, Bauer
(1996) notes, the setting should be arranged to achieve minimal interviewer
influence and to avoid restructuring the interview. Narrative interviewing attempts
to do this, and thus goes beyond the question-response mode, by making use of a
specific type of everyday communicative interaction, i.e. storytelling and listening.
According to Bauer (1996), it is postulated that the perspective of the interviewee is
best revealed in stories where the informant is using his or her own spontaneous
language in the narration of events. This makes the narration and thus the
interview follow a self-generating schema.

As far as story telling is concerned, Schiitze (1977) notes that it is an
elementary form of communication of human experiences and a competence that is
relatively independent of education and language. Basically, events can be
rendered either in general terms or in indexical terms. An indexical statement
means that reference is made to concrete events in place and time. A general
statement means pointing beyond mere events towards “life wisdom” or other
forms of generalizations. Storytelling and narrations are usually rich in indexical
statements because (1) they refer to personal experience and (2) because of the
tendency to be detailed with a focus on events and actions (Schiitze 1977). The
structure of a narration is similar to the structure of orientation for action: a context
is given, the events are sequential and end at a particular point, and some kind of
evaluation of outcome is included (Lamnek 1989). The narration reconstructs the
action and its context in an adequate way: it reveals place, time, motivation, and
the actor’s symbolic system of orientation (Schiitze 1977).
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Further, storytelling seems to follow universal rules which guide the process of
story production. Schiitze (1977) calls these “inherent demands of narration”
(“Zugzwédenge des Erzidhlens”). Bauer (1996) notes that they have also been called
“story schema” or “narrative convention” that can be modelled as “story
grammar”. This suggested feature of story telling will generate a flow of narration
from underlying rules or structure once the interviewee has started. The role of the
interviewer is mostly confined to that of an attentive listener. According to Bauer
(1996), story telling follows a self-generating schema with three main
characteristics: (1) detailed texture, (2) relevance fixation, and (3) closing of the
gestalt.

First, when it comes to detailed texture, the narrator tends to give details of
events in order to make the transition from one event to another plausible for the
listener. Storytelling tends to be close to events and account for time, place,
motives, points of orientation, plans, strategies, and abilities. Second, when it
comes to relevance fixation, the narrator tends to report those features of the event
which are relevant according to his perspective of the world. The account of events
tends to be selective and unfold around thematic centres which reflect what the
narrator takes as relevant. The themes present the relevance structure. Third, when
it comes to closing of the gestalt, an event mentioned in an interview tends to be
reported completely in the narration: it has a beginning, a middle, and an end. This
threefold structure of closure makes the story flow, once it is started.

All in all, to simplify, narrative interviewing is sensitive to two basic elements
of interviewing (Bauer 1996). First, it contrasts different perspectives either
between interviewer and interviewee or between different interviewees. Second, it
is sensitive to the idea that language is not neutral but constitutes a particular
“world view”. Hence, it attempts not to prescribe the language and categories to be
used in the interview. This sensitivity is why I found aspects of narrative
interviewing useful in my interviews. After all, recall that an ANT way of studying
things prescribes that we learn from actors “without imposing on them an a priori
definition of their world-building capacities” (Latour 1999a, p. 20) and
systematically avoid replacing “their sociology, their metaphysics and their
ontology with those of the social scientists” connecting with them through some
research protocol. Moreover, recall that the tenet is that “actors themselves make
everything, including their own frames, their own theories, their own contexts,
their own metaphysics, even their own ontologies” (Latour 2004).

So, I started the conduct of interviews by presenting the interviewee what
Schiitze (1977) calls the “initial central topic” (“zentrale Anfangsthemenstellung”).
The initial topic I would mainly use was the top management interest in corporate
branding in a P&P corporation, in case I knew that the interviewee had been
working for or had experience particularly with one of them, and, in other cases,
the management interest in corporate branding in Finnish P&P corporations in
general. This kind of topic meets the criteria for an initial central topic by Schiitze
(1977) quite well. First, it was experiential (at least to some extent) to the
interviewee. Second, it was not merely a personal matter but a matter of social and
communal significance. Third, the interviewee could be considered to be interested
in the topic, which concerned his/her own experience (albeit not necessarily
vividly interested, as Schiitze prefers). Fourth, it was broad enough to incorporate
all the events of my interest in the sense that the interviewee was inclined to
develop a longer string of past events which led to the event or problem under
study. And fifth, it avoided indexical formulations, i.e. it did not refer explicitly to
dates, named persons, or places.
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In practice, when presenting the initial central topic, I asked the interviewee to
tell about “the developments whereby the top management of the corporation(s)
had come to be interested in corporate branding”. In listening to the narration of
the interviewee, I tried not to interrupt him or her in any way, as advised by
Schiitze (1977), but was actively listening and providing mostly paralinguistic
feedback (hm..., yes...). And when the interviewee was marking the end of the
story, I probed for anything else he or she might want to add or describe in more
detail, using some non-directive prompts, such as “Did anything else happen?” or
“Were there any other things, events or developments involved?”

Usually, the first narrative came to a “natural” end rather soon, after a few
minutes, which is one aspect that makes my interviews a little different from the
nature of narrative interviews visioned by Schiitze (1977), with a duration of
perhaps tens of minutes. In any case, at this point, I made use of what I had just
learned from the interviewee through attentive listening and asked the first
questions to complete gaps in the story. These questions concerned so called
immanent issues. Immanent issues are themes, topics, and accounts of events that
appear during the first narration of the informant (Bauer 1996). Moreover, the
immanent questions are framed in the interviewee’s own language (Schiitze 1977).
So, the first questions I asked were basically immanent, using only words which
the interviewee had used, and related only to themes, topics, and events mentioned
in the previous narration. In practice, I attempted to limit myself to questions such
as “Can you tell me more about [role of /theme/topic/event X]?”; “You told me
about [role of /theme/topic/event X], what did you mean by that?”; or “You told
me about [role of /theme/topic/event X], how did it exactly go?”. When listening
to the subsequent narrative, I applied the same principles as with the first (main)
narrative.

Alternatively with the above questions, I could pose also other kinds of
questions, still immanent ones, which elicited further narrating. These questions
related to events that the interviewee had mentioned in the earlier narration and
provided a more temporal frame of reference than the questions above. By asking
“what happened before/after/then...?”, I could have the interviewee fill in gaps in
his/her story. Importantly, I could also get access to longer string of past events
than what the interviewee had up to then told about. Particularly important, I
could in this way probe for events that had preceded events from which the
interviewee had started his/her story to serve for learning about relevant interests
of and actions on and by the management of the companies further back in history.

With the initial narratives and the various immanent questions above, I could
elicit fairly extensive stories, or descriptions, from interviewees. Basically, the
themes and topics the interviewees mentioned can be considered to have informed
me mostly about what management practices of corporate branding the managers
of the Finnish P&P corporations were actually interested in and what the interests
were. In other words, the use of narratives enabled me to learn what the managers
themselves considered as corporate branding and what their interests in corporate
branding were. The events, on the other hand, can be considered to have informed
me mostly about entities and their actions that had affected the managers’ coming
to have certain interests, as well as entities mobilized by the corporations as
component entities or instances of certain management practices which the
management had become interested in.

Further, at later points of the interview, I used some time to pose non-
immanent or exmament questions to the interviewees. Exmament issues reflected
my specific interests of knowing as a researcher and my formulations and language
(Schiitze 1977). This is the clearest aspect (along with the less dominating role of

57



PART II: 4 Method

the first, main narrative and the iterative sequences of narration and questioning)
due to which I do not state that the interviews were purely narrative interviews but
instead state that they were semi-structured interviews enriched with narratives®.
Particularly in later interviews, the exmament questions began to be more
emphasized, as I already had a fairly good picture of the developments, interests,
and related entities and their actions and wanted to have more detailed
descriptions of them.

In practice, as somewhat exmament questions, I would often ask the
interviewees about the role of interests or management practices in the
management’s interest in corporate branding or the role of certain entities or their
actions in t the managers’ coming to have certain interests. These questions I based
on what other interviewees and documents and literature had described as
relevant entities and interests. Of course, I attempted to use language typical for
the interviewees, as well as very non-suggestive framing of questions, also here.
Nevertheless, the formulation of the theme, topic, or event, came from me. I could
ask, for instance, “By the way, what was the role of the many product names/the
new mills in other countries/the visual identity/the consultants in the
process/event X?” Sometimes the interviewees responded as if they had simply
forgotten to tell about the issue although it should, according to them, naturally
have been told. Sometimes, on the other hand, they responded as if there was
nothing really to be told about the issue or that the role of the thing was nothing
significant. In analysing the interviews, I paid particular attention to the types of
responses to these kinds of exmament questions. Especially if the response was
close to the latter type, this often led to more radical reappraisal of the entities
hypothesized as relevant ones.

Finally, I have to note that there was a further aspect that made my interviews
differ from pure narrative interviews. Namely, although I was respecting the
language and categories used by the interviewees, I was paying some attention to
the possibility that they might be telling stories about the past, using language and
categories they were familiar with at the present moment. With regard to the way
in which we are constantly revising our knowledge of the past in light of new
developments in the present, Bowker and Star (1999, p. 40) suggest:

This is not a new idea to historiography, or to biography. We change our resumes
as we acquire new skills to seem like smooth, planned paths of development,
even if the change had been unexpected or undesired. When we become
members of new social worlds, we often retell our life stories in new terminology.
A common example of this is religious conversion, where the past is retold as
exemplifying errors, sinning and repentance.

This presented, of course, a possible problem, since I was first and foremost trying
to find out how actants were building their world in the past. To address the
problem, I sometimes had to ask interviewees, exmamently, and even against
Schiitze’s (1977) rule to avoid arguing or questioning what interviewees, say, if
they would have talked about certain themes, topics, or events at the time they
were current, with the language and categories they were using in the interview.
For instance, a few times, interviewees spoke about how they were managing
“corporate branding” in the companies already in the 1980s, whereas I could tell,

6 Note that a few (less than 10) of the interviewees wanted to have interview questions sent to them beforehand. The interviews
conducted with them resembled least the narrative interviews specified by Schiitze (1977) and others. Although the first question sent
to them (in an email) reflected the initial central topic and although I tried to formulate most of the other questions in as non-
suggestive and non-directive ways as possible, the questions included also exmament questions, which the interviewee could thus
familiarize him/herself in advance. In the interviews, I tried to let the interviewees narrate as freely as possible, but there is perhaps
still reason to state that these interviews were more like traditional semi-structured interviews, rather than even semi-structured
interviews enriched with narratives.
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based on what other interviewees had told me, that the term “corporate brand”
was not used until the late 1990s.

4.1.2 Documents and literature

To complement the interviews as a source of data and to be able to make
comparisons and verifications across materials informing about the entities, their
actions, and interests, I wanted to look into document material and literature. A
setback in doing this was that I could not, due to the recent nature of the interests
in corporate branding, get access to company archives concerning e.g. minutes of
management team and Board meetings that could have provided valuable
information about the developments. The corporations did not give access to
minutes or other confidential internal materials, as far as materials from the recent
years of the beginning of 2000s are concerned.

On the other hand, published documents and literature, published by
corporations or third parties, bore few references to ”corporate branding” in the
Finnish P&P corporations. This basically meant that these materials could only
further inform me, in more detail, about developments, entities, their actions, and
interests that I had learned about in the interviews. Nevertheless, even if only
providing additional information this way, they were still valuable. When it comes
to earlier theoretical literature and unpublished dissertations, it was particularly
important that I could, from these secondary sources, efficiently learn more about
the developments without having to personally look into all the developments by
the way of primary data, such as older company archives. Importantly, I could also
use the information from the documents and literature to make comparisons and
verifications across materials, also relative to the interviews.

Further, by analysing what the documents and literature said, I could basically
make and refine hypotheses about different entities, their actions, and interests in
the developments, in the same way as I did based on the interviews. Then, I could
find out more about these possible new hypothesized entities and interests by
interviewing persons who I assumed or was hinted to know more about them.
There was thus analogy to a process of snowball sampling, or “historical
snowballing” (Bijker 1992).

I studied two main types of materials: (1) materials produced by the
corporations themselves and (2) materials produced by third parties. They are
listed in as “Empirical references” at the end of the Thesis. The materials produced
by the corporations (1) themselves included, first of all, (1a) published materials
produced by the corporations themselves, such as annual reports, press releases,
and websites. Second, they included (1b) articles, editorials, and opinions in
magazines published by the corporations. Third, they included some (1c)
unpublished materials produced by the corporations themselves, such as materials
of internal communication and presentations. The materials produced by third
parties (2) included, first of all, (2a) articles, editorials, opinions, and news in
newspapers and magazines published by third parties. Second, they included (2b)
published research literature. Third, they included (2c) unpublished research
literature, such as unpublished dissertations and manuscripts, e.g. Master’s Theses
of Helsinki School of Economics, the leading academic business school in Finland
and a leading school in research concerning the Finnish P&P industry.

When it comes to (1) materials produced by the corporations themselves, I
consider that they could quite accurately reflect and inform me, both implicitly and
explicitly, about the developments of management interests and related entities
and their actions, particularly when it comes to developments temporally close to
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the time of their production. As historical documents, they can naturally be
considered to provide to some extent even more accurate information about less
recent developments than the interviews. They can even include quotations of
managers of the corporations, dating back several years. Moreover, with materials
produced by the corporations, I paid some attention to the possibility that the
materials themselves could have been relevant entities in the processes, e.g.
materials with which the management had tried to act on some other entities.

When it comes to (2) materials produced by third parties, I did not eventually
treat them much differently as source materials relative to the way I treated the
materials produced by the corporations themselves. As those materials have
basically been produced by persons, such as researchers, reporters, analysts, etc.,
who have been observing the processes and related events at the time they have
been occurring and potentially even have been interacting with the managers, I
consider that they could quite accurately reflect and inform me about the
developments of management interests and related entities, somewhat similarly as
the materials produced by the corporations themselves. Especially, some research
literature involving historical research could quite explicitly inform me about
developments in management interests and corresponding management practices,
in the sense of strategies, intentions, and actions. And of course, the materials,
particularly newspaper and magazine articles, often include direct comments and
even citations by the managers of the corporations themselves, which further
makes them similar in nature to the materials produced by the corporations
themselves.

4.2 Analysing the data and writing the description

In this section, I discuss how I ended up with the descriptions of Parts IV and III of
this Thesis - through what kind of analysis process. I discuss the production of the
descriptions in this “inverse” order, as it better reflects the way I advanced in the
analysis and the logic I had in the analysis, as well as the logic of this final Thesis
report. In Part IV, I describe the management practices of corporate branding
[mP’s] in which managers, including top managers, of the Finnish P&P
corporations mainly became interested; how these management practices would
serve or be translations of certain interests of different managers (management
interests in corporate branding [ml’s]); how the management became constructed
as a somewhat more unified identity and subject with interest in corporate
branding; and how the management practices would suppress or Other some
interests. In Part III, I describe how different managers of the Finnish P&P
corporations came to have various interests amidst longer-term historical
developments related to the taken-for-granted aspects and, thereafter, related to
the specific moments of mergers and acquisitions around year 2000. Some of these
interests (management interests in corporate branding [ml’s]) were eventually
served by or translated to certain management practices of corporate branding -
the translations to be described in Part IV.

The reader should have Figure 1 (p. 18) about the structure and logic of Parts
III and IV at hand when reading the following discussion, in order to get clearer
understanding of how the eventual descriptions in the Parts have been produced
through the analysis.
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4.2.1 Description in Part IV

Types of descriptions by interviewees

Already after a few interviews, it became clear to me that what the interviewees
narrated and told me about was quite heterogeneous. But still, some types of
descriptions the narrations focused on could be identified. First, most interviewees
were, to some extent, describing (1.1) management practices they themselves or the
management in general had become interested in as part of corporate branding
(~general statements), and often when this had approximately happened
(~indexical statements) as well. For instance, referring to corporate branding, they
could describe that there had been interest in having product names include the
corporate name after a certain merger or in defining values for the corporate brand
image. In ANT terms, these management practices could be considered entities the
management would have mobilized or had mobilized in some way. On the other
hand, to some extent, interviewees were describing (1.2) what management
practices or what mobilization of which entities had actually been planned and
realized in or by certain corporations (~general statement), and often when this had
happened (~indexical) as well. Second, to some extent, interviewees were
describing (2) what was or had been considered that these management practices
or entities and their mobilization would do or had done to other entities or would
make or had made other entities do (~general) - actually somewhat consistent with
ANT theory of action, or “how someone makes another do things” (Latour 2005, p.
70). Third, they were describing, of course, to some extent (3) those other entities
(~general). For instance, having the corporate name in product names (1.1/1.2)
would increase customers’ awareness of the corporation as a paper and board
supplier (2; 3) or defining and then communicating corporate brand values
externally and internally (1.1/1.2) would make employees identify themselves
more with the corporation (2; 3). In ANT terms, this could be considered to be
about problematizations and definitions of roles to various entities, about ”world-
building”.

Moreover, the former mobilization of entities (1.1/1.2) - management practices
(of corporate branding) - could then be considered to be ”interesting”, or standing
between the management and the other entities and their doings (2; 3) -
mobilization that, too - , making the management “interested” in the former
mobilization. On the other hand, by assumption, the management could think that
the latter mobilization would further do something to certain third entities or
would make them do something. Thus, the management could be considered to be
“interested” in the latter mobilization, too. So, in one sense, interest in the former
mobilization could be considered translation of interests: interest in the latter
mobilization translated into interest in the former mobilization.

Basic objectives in analysis and in writing the description

My first basic objective in the analysis for Part IV would be to describe in writing,
mostly on the basis of the interviewees’ descriptions, the former mobilizations and
the related entities (1.1) mentioned above - as the management practices of corporate
branding [mP’s] - and the latter mobilizations and the related entities (2; 3) - as the
management interests in corporate branding [ml’s]. This would imply the translations of
the management interests in corporate branding to the management practices of corporate
branding [ml’s >mP’s]. Second, the objective would be to describe the management
practices or what mobilization of which entities had actually been planned and
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realized in or by certain corporations (1.2). In making this description, an objective
would actually also be to provide further “evidence” that the management had
become interested in the management practices identified (1.1). And third, the
objective would be to describe when, approximately, the translation of the interests
had occurred, as well as when the management practices had actually been
planned and realized (1.2) in or by certain corporations.

Challenges related to the level of detail in the description

Although the above basic objectives of the analysis were still fairly simple, it
became clear to me that there was a very big challenge related to the level of detail
in the description. First, the interviewees would describe in varying detail (a)
certain management practices the management had become interested as part of
corporate branding (1.1), when it comes to (a.a) defining the different component
entities of the entities to be mobilized, as well as when it comes to (a.b) specifying
the entities. Second, the interviewees would describe in varying detail (b) what the
management thought these management practices and their component entities
and their mobilization would do to certain other entities (2; 3) and their component
entities and make them do. Third, the interviewees would describe in varying
detail (c) the other entities (3), when it comes to (c.a) defining the different
component entities of the other entities, as well as when it comes to (c.b) specifying
the entities.

I discuss, in Appendix D, how I attempted to tackle the challenges related to
the level of detail in the description by having further objectives in analysis, in
addition to the basic objectives of analysis mentioned above. I would, of course,
attempt to conduct the analysis according to all these objectives. In practice, the
analysis would be about balancing with the objectives, as the objectives were not
very straightforward in nature. Concerning the discussion in Appendix D, it can be
noted that it may, to some parts, seem rather complex (most readers might not be
interested in these complexities, stemming from my ANT approach, which is why
the discussion is placed in Appendix).

Iterative balancing

Eventually, when it comes to the attempt at balancing with the basic objectives
above and those presented in Appendix D, it is, in principle, by no means totally
inaccurate to describe the analysis process I went through as such a process that
has for a long time suggested as a very basic way of data-driven qualitative
analysis. Namely, indeed following an iterative process not unlike the one
recommended by e.g. Strauss and Corbin (1990) and Miles and Huberman (1984), 1
travelled back and forth between the data and the emerging descriptions. Initially, I
scanned the data of a couple of interviews and much of the document data for
dominant themes. And at latest from there on, the data analysis occurred
concurrently with data collection. As themes - descriptions of potentially relevant
entities and their relationships - began to emerge from the data, I noted them and
used them to organize new, incoming data in an iterative fashion (Glaser and
Strauss 1967; Becker 1970). At the same time, I compared information from the
different data sources with each other. Many researchers might be inclined to
describe the process as hermeneutical circle -flavoured, in that it most certainly
involved a continuous movement between individual pieces of textual data and the
emerging understanding of the entire set of textual data, trying to understand the
individual pieces through the entirety and the entirety through the individual

62



PART II: 4 Method

pieces, with provisional understandings or hypothesis formed, challenged, revised,
and further developed in an ongoing iterative process’.

Objectives related to describing different management practices and
interests

Already based on individual interviewees” descriptions, various management
practices of corporate branding, as well as management interests in corporate
branding, could be identified.® Also, already in the first interviews, it became clear
to me that one management practice (of corporate branding) - or what could be
somewhat identified and described as a single management practice - would, in
the descriptions of an interviewee, match with several management interests (in
corporate branding) - or what could be somewhat identified and described as a
single management interest. On the other hand, one management interest would
match with several management practices (eventually resulting in that among the
headings of sections 8.2.1-8.2.8, 9.2.1-9.2.8, 10.2, and 11.2.1-11.2.5 in Part IV,
reflecting the management interests, one heading may appear multiple times; see
also Figure 1, p. 18).

Different interviewees, in turn, could identify and describe partly same and
partly different management practices and interests.” And also across interviewees’
descriptions, it became clear that one management practice would match with
several management interests and one management interest would match with
several interests. Actually, in order to remind the reader of this continually, I use,
in the written description (Parts IV and III), an expression like “having x do y
[management practice A] could/would be a/one translation of having a do b
[management interest B]” - in order not to give the impression that A would be a
translation of only B or that only A would be a translation of B.

Note that reflecting the focus on managers and their world-building efforts, I
use the term “translation” in the expression as an infra-language (Latour 2005)
term to refer to how managers shift their frames of references, associating certain
interests with certain other interests (“having x do y would be a/one translation of
having a do b”). Concerning managers” world-building, this use is fairly consistent
with Callon’s (1981, p. 211) view of translation as creation of “a single field of
significations, concerns, and interests” and translation as problematization, or
positing “an equivalence between two problems that requires those who wish to
solve one to accept a proposed solution for the other” (Callon, Law, and Rip 1986,
p. xvii). However, I do not use the term “translation” with other transformations
or processes although in some ANT studies, the term is used as an umbrella term
to refer to all the transformations and processes taking place. Moreover, with the
expression (“...a/one translation of...”), I want to remind the reader of an issue
which “management-oriented” ANT studies mostly neglect: that “having x do y”
may not act only to have “a do b”, which I succeed in describing as an analyst, but
also to have “c do d”, the description of which I may for reason or another leave
absent or fail to incorporate.

In the analysis and in writing the description, my objective would then be to
identify and describe, for each corporation (UPM-Kymmene, Stora Enso, M-Real),

7 Actually, I consider referring to hermeneutics rather questionable in contexts, like here, where the philosophical nature of
hermeneutics as a theory of interpreting or understanding (verstehen) is not fully embraced - hermeneutics should not be seen merely
as having something to deal with analysing, interpreting, and understanding texts (see e.g. Gadamer 1960; Palmer 1969) .

8 For this, I would, of course, have to control and identify especially ”definition relationships” and ”specification relationships”
between descriptions (see Appendix D) - after all, two descriptions could refer to same management practices or interests only at
different levels of detail, or definitions and specifications.

9 Again, I would have to control ”definition relationships” and ”specification relationships” between descriptions - descriptions of two
interviewees could refer to same management practice or interest only at different levels of detail, or definitions and specifications.
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the management practices which several interviewees would describe as such in
which the management had become interested as part of corporate branding in the
corporation, the interests which several interviewees would describe as such which
the management had had, and the matches between the practices and interests, i.e.
the translations of the interests. In addition, my objective would be to describe
particularly such management practices and management interests which could be
identified in the descriptions of top managers or executives of the corporations.
Similarly, the objective would be to describe particularly such management
practices which several interviewees would describe as such in which the top
management had become interested in corporate branding in the corporation and
the interests which several interviewees would describe as such which the top
management had had. This was because in the riddle of the Thesis, I was interested
how come the management, including the top management, became interested in
corporate branding. Amidst the written description, I would illustrate and provide
“evidence” of the translations by citing the interviewees from the different
corporations, both executives and other managers, concerning the different
corporations.

When it comes to describing the translations of the interests to the management
practices, my objective would be to base more detailed descriptions on combining
various interviewees’ descriptions - it was clear that e.g. one executive would not
have time, in an interview, to describe in much detail the translations or matches
between certain interests and management practices. Particularly to be able to
better analyse these translations and describe them more in detail, I would contact,
after the first interviews and particularly after top manager interviews, further
interviewees who could describe them to me in more detail. I could often get hints
from the interviewees about whom to interview. I could also myself infer based on
the descriptions interviewees made concerning the certain management practices,
interests, and translations whom to contact next. For instance, if customers were
described as entities, I could contact sales and marketing management; if investors,
investor relations management; if personnel, human resources management; if
certain products, managers from the divisions responsible for the products. On the
other hand, some new management practices and interests could be identified from
the descriptions of different interviewees. One objective was to contact new
interviewees as long as sufficient level of detail concerning e.g. the translations had
been achieved (as discussed in Appendix D) and as long as new management
practices or interests or their matches in relation to the different corporations could
not be identified any more, i.e. a theoretical saturation would, in a sense, have been
achieved.

Actually, once I had interviewed many managers (n~10) in each corporation,
including some executives, as well as persons who had been in close contact with
the management, it started to be clear to me that the management practices of
corporate branding, the management interests, and the translations were very
similar, actually quite the same, between the different corporations.”
Consequently, I decided to describe the management practices, the interests, and
translations jointly for all three corporations, not separately for each corporation.
The description would be quite accurate in relation to the management of all the
corporations but I would avoid making extensive repetition and inflating the
amount and length of the total description. Only to the extent that there would be
clear differences in the management practices, the management interests, the
translations, or when the management had become interested in the management

10 This is not surprising, considering that large Finnish P&P corporations have traditionally had fairly similar strategies (see e.g. Ojala
and Lamberg 2006).
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practices in different corporations, I could pay attention to them through
corporation-specific descriptions. Anyway, note that my objective had not at any
point been to make a systematic comparison between the corporations, in a sense of
a comparative study or even in a sense of case replication. Pragmatically, if the
management practices, interests, and the translations had turned out to be quite
different in the corporations, I would have described them separately. But as they
did not, I would describe them quite jointly, as a single narrative.

Finally, when it comes to describing the management practices or what
mobilizations of which entities had actually been planned and realized in or by
certain corporations (1.2), my objective would be to base more detailed descriptions
on combining various interviewees’ descriptions. Again, particularly to be able to
better describe them in more detail, I would contact, after the first interviews and
particularly after top manager interviews, further interviewees who could describe
them to me in more detail. Moreover, I could also make use of documents and
literature describing realized management practices or their “traces”. For instance,
company magazines or websites could contain descriptions about the management
practices and their traces - actually much more than about the interests behind and
translated in them. Note that In Part IV, I describe the management practices or the
mobilization of which entities had actually been planned and realized in particular
corporations in grey boxes separated from the rest of the description, since the rest
of the description is not corporation-specific. In the corporation-specific
descriptions, I also describe when, approximately, the translation of the
management interests had occurred, as well as when the management practices
had actually been planned and realized, in particular corporations - reaching the
third basic objective mentioned earlier (p. 61-).

Three phases of corporate branding

Analysing the descriptions of the interviewees and balancing with the objectives, it
slowly begun to be clear to me that the management had become interested in
some of the management practices of corporate branding more simultaneously
than in some others. More precisely, it seemed as if the management practices in
which the management had become interested more simultaneously were
mobilizations of component entities of some intermediate, upper-level component
entities of corporate branding - albeit all would be more or less necessary
component entities of corporate branding. Partly to reflect the intermediate level, I
decided to group the description of the management practices and the related
translations of the management interests under the headings of three “phases” of
corporate branding (see Chapters 8, 9, 11). In effect, the notion of the “phases” is
quite void in meaning, apart from two aspects. First, the management had, as
implied above, become interested in two management practices which I include in
one and the same “phase” more simultaneously than in two management practices
which Iinclude in different “phases”. Second, to the extent that the management
did not become interested in all the management practices at exactly the same time,
they became more interested in the management practices somewhat in
(sequential) order: the first phase preceding the second phase and the second phase
preceding the third phase.

On the other hand, I noticed that some interviewees were describing problems
that had emerged when some of the management practices or the corresponding
mobilization of entities had actually been planned and realized - in a way, interests
against the management practices. These were problems that the interviewees were
describing particularly in relation to the management practices that I ended up
having under the headings of the first and second phase of corporate branding.
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They were also describing how the management practices and the translation of
interests had been redefined and new entities mobilized, as the problems had been
recognized. So, when it comes to the management practices of the first and second
phases of corporate branding, I decided to describe also the problems that had
emerged, under the heading “Dissidence” (see sections 8.3, 9.3). I borrowed the
term “dissidence” from Callon (1986a), who used the term for a process whereby
some of the gains of the previous translations are brought into question. Further, I
decided to describe how the management practices and the translation of interests
had been redefined and new entities mobilized, under the heading “Negotiations”
(see Chapter 10). This term is also borrowed from Callon (e.g. 1986a).

Othered interests

Finally, conducting more and more interviews, I noticed that the interviewees were
describing further problems that had emerged when the management practices of
corporate branding or corresponding mobilization of entities had actually been
planned and realized. These problems can be considered management interests
that were, to some extent, Othered by the management practices of corporate
branding. I also asked the interviewees to describe these kinds of interests in more
detail. This would help me to address the (research) question (RQ4) of what
management interests were to some extent Othered by the management practices
of corporate branding in Finnish P&P corporations.

When it comes to the first and second phases of corporate branding, some
problems that emerged, described under heading “Dissidence”, were “negotiated”
away. In other words, the management interests that were about to be Othered
eventually were not. However, some problems and, hence, Othered management
interests remained. Based on the descriptions of the interviewees, I would describe
the interests and how the management practices or corresponding mobilization of
entities would suppress or act against them (section 10.3).

When it comes to the third phase of corporate branding, the management
practices or mobilization of entities had actually been planned and realized so
recently that I was not able to clearly analyse and describe "negotiations” to some
problems that would have emerged similarly as with the first and second phases of
corporate branding. However, also with the third phase of corporate branding, I
was able to analyse, based on the interviewees” accounts, some problems that had
emerged and, hence, some Othered management interests. I would describe these
interests and how the management practices or corresponding mobilization of
entities would act against them (section 11.3). Furthermore, particularly concerning
M-Real, the interviewees were more extensively describing also how some
management practices and the translation of interests had been redefined and new
entities mobilized, as problems had been recognized. So, concerning M-Real, 1
decided to describe also this, mainly to provide further “evidence” of the Othered
interests. This description, in a grey text box, ends the description of Part IV.

Unified management and different interests of different managers

Finally, not only did I pay attention to the interviewees referring, in their
descriptions, to various management interests in corporate branding but also to
that different managers were emphasizing different interests and describing certain
managers’ particular interests in corporate branding. Whereas the discussion of my
data analysis has so far reflected mostly some kind of initial assumption of that the
management, particularly the top management, as one existing subject, became
interested in corporate branding, later in the course of analysis, I came to consider,
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informed by ANT, that the management had actually got constructed as a
somewhat more unified subject with interest in the concept of corporate branding.
On the one hand, most managers, including top managers, were interested in
corporate branding or its various management practices - suggesting that a
somewhat unified management subject with interest in corporate branding had
been constructed. But on the other hand, different managers emphasizing different
interests and describing certain managers’ particular interests in corporate
branding suggested dispersion of the unified subject with different managers still
having different interests in corporate branding.

Moreover, I paid attention, in the interviewees’ descriptions, to the fact that
particularly corporate marketing and communications managers were often
described as having been active in proposing management practices of corporate
branding and speaking for them. Further, I paid attention to how these managers
were sometimes described as having much control on the management practices -
suggesting growth in their power. Informed by ANT and its idea of actors” power
growing from them becoming spokespersons for other actors’ interests (Callon and
Latour 1981), I came to consider that the power of certain managers, especially
corporate marketing and corporate communications managers, who acted as active
spokespersons for corporate branding, had grown considerably. On the other hand,
I paid attention to how the Othered interests were often described as particularly
those of (sales and marketing) managers of mills, divisions, and sales offices, and
came to consider that the issues of dispersion of the management subject and
power were evident also there.

4.2.2 Description in Part IlI

Types of descriptions by interviewees

Since the first interviews, it became clear to me that not only were the interviewees
describing management practices they themselves, certain managers, or the
management in general had become interested as part of corporate branding and
when (1.1 above) and what management practices or what mobilization of which
entities had actually been planned and realized in certain corporations and when
(1.2); and what they thought these management practices or entities and their
mobilization would do or had done to other entities or would make or had made
other entities do (2; 3). They were also describing, at least referring to - as
mentioned already in the Introduction - aspects of certain longer-term
developments and the relationships of the management interests in and
management practices of corporate branding to them. Aspects most referred to
were shareholders, shareholder value, share price; differentiation in the market;
selling own products; international expansion; and environmental responsibility
issues. These I ended up calling the taken-for-granted aspects, as discussed in the
Introduction. Also mergers and acquisitions in the late 1990s and early 2000s and
the specific moments related to them, were often referred to. As explained in the
Introduction, I became interested in solving the riddle of how the management of
the Finnish P&P corporations became interested in corporate branding especially in
relation to longer-term development of the corporations and in relation to the
above, often-mentioned aspects. They seemed quite relevant in the “world-
building” with respect to the management interest in corporate branding.

On the other hand, it also became clear to me that the interviewees were
describing situations in the 1980s and early 1990s and how certain entities or
relationships of entities had not existed to any great extent then or had been
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different then than in the late 1990s and early 2000s, as well as how they
themselves or the management of the corporations in general had not had certain
interests very strong then. Also these situations related particularly often to the
aspects which I, again, in the Introduction referred to as the taken-for-granted
aspects: shareholders, shareholder value, share price; differentiation in the market;
selling own products; international expansion; and environmental responsibility
issues.

Before describing the management practices of corporate branding and
management interests in corporate branding, the translations of the management
interests to the management practices, and the management practices actually
realized in the corporations in Part IV, I would therefore take as my objective to
describe in Part III the above situation in the early 1980s and how managers had
thereafter come to have the management interests of corporate branding amidst the
developments related to the taken-for-granted aspects, or their becoming more
taken-for-granted or black-boxed in the Finnish P&P corporations. Moreover, in
Part III, my objective would be also to describe how managers had come to have
some management interests in corporate branding related to and at the specific
moments of mergers and acquisitions in the late 1990s and early 2000s - the further
aspect to which the interviewees also referred to often. I would pay special
attention to describing, as emphasized by the interviewees, how particular aspects
of individual mergers and acquisitions acted to make managers have certain
interests at those specific moments.

Accordingly, there would be three chapters in Part III. First, one chapter
would be for the situation in the early 1980s (Chapter 5; see also Figure 1, p. 18).
Second, one chapter would be for the developments related to the taken-for-
granted aspects and for the interests which managers came to have amidst the
developments related to the taken-for-granted aspects and which were later
translated to the management practices of corporate branding (Chapter 6; Figure 1).
Third, one chapter would be for the mergers and acquisitions in the late 1990s and
early 2000s and the management interests which managers came to have at the
specific moments of the mergers and acquisitions and which were translated to the
management practices of corporate branding (Chapter 7; Figure 1).

In relation to the above aspects and longer-term developments, the
interviewees were describing some management practices that they themselves or
the management in general had become interested in since the situation in the early
1980s and when - interests that had not yet been very strong in the early 1980s.
They were also describing what management practices or what mobilization of
which entities had actually been planned and realized in certain corporations and
when. Furthermore, they were describing what had been considered that these
management practices or entities and their mobilization would do to other entities
or would make other entities do. In general, these kinds of descriptions they would
make quite analogously as they would make for the management practices of and
management interests in corporate branding, and their translations - as I discussed
in the previous sub-chapter 4.2.1. In analysing these descriptions, I would have
quite similar objectives!! as I had when it comes to analysis concerning
management practices of and interests in corporate branding for Part IV. However,
note that whereas in Part IV, the translations of interests would always be about
what certain mobilizations of entities by the management or corporations (in the name of
corporate branding) would do to other entities or make them do, in Part III, I could
additionally describe, following the interviewees” descriptions, also other interest
relationships: what the management had considered certain mobilizations of

11 concerning the “definition relationships”, “specification relationships”, and “interest relationships” (see Appendix D)
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entities - not necessarily mobilized by the corporations - would do to certain third
entities and make them do.1?

Furthermore - more than in relation to the management practices of and
management interests in corporate branding (Part IV) - the interviewees would
also describe the actual effects of the mobilizations on various entities, their actions,
and their relationships, relative to the situations in the 1980s and early 1990s. And
they would describe how they or some managers had become interested in new
management practices, after or recognizing the effects of the mobilizations on the
various entities, their actions, and relationships. Nevertheless, not only would the
interviewees describe mobilizations of entities that had been realized in or by
certain corporations and their effects but also other mobilizations (by other actors) and
their effects on various entities, their actions, and relationships. And, again, they
would describe how they or some managers had become interested in new
management practices, after or recognizing the effects of these mobilizations on
various entities, their actions, and relationships - often in relation to the situations
in the 1980s and early 1990s and the entities and their relationships then.

Finally, whereas there was not much earlier literature or many documents
available that would have directly informed me about interests and mobilizations
concerning corporate branding, there were quite a lot in relation to the aspects of
longer-term development, such shareholders, shareholder value, and share price;
differentiation in market; selling own products; international expansion; and
environmental issues - and mergers and acquisitions. This literature and
documents included e.g. annual reports, press releases, and magazines published
by the corporations themselves, as well as newspapers and magazines published
by third parties and earlier research literature (see section 4.1.2 for details). Besides
the interviewees, they would quite extensively inform me and serve as basis for the
analysis and written description in Part III.

Objectives in analysis and in writing the description

When it comes to the analysis and writing the description, my objective would be,
in Part III, to describe the new mobilizations of entities; some effects of them on
various entities their actions, and their relationships; managers coming to have
new interests after recognizing these effects - initially relative to the situations in
the 1980s and early 1990s; translations of managers’ interests to other interests and
further to management practices; the corresponding mobilizations by certain
corporations; some effects of these mobilizations on various entities, their actions,
and their relationships; managers coming to have new interests after recognizing
these; translations of the management interests to other management interests, etc.
Note that, in the text of Part III, I describe all the mobilizations of entities - be they
mobilizations by the management or the corporations or other mobilizations - and
their effects on entities, their actions, and their relationships under the subheadings
“Mobilizations”. All the interests managers came to have and the translations of
management interests I describe under the subheadings “Interests in...”

Further, my objective, in Part III, would be to describe the interacting
mobilizations and interests particularly in relation to the above aspects of longer-
term developments, under corresponding headings (headings of Chapters 6.1-6.5;

12 For instance, when it comes to Table 16 (Appendix D), I could describe the translations from an upper interest in the right column to
a lower: e.g. “having more customers become aware of the corporation as a potential supplier would be a translation of having more
customers contact the corporation and trust it as a supplier”. Indeed, “having more customers become aware of the corporation as a
potential supplier” cannot be considered a management practice or involve entities directly mobilized by the management or
corporation - not in the sense that e.g. (the management practice of corporate branding of) “making the corporate brand an umbrella
to product names” can. Actually, thinking in terms of the table, this would be about moving a lower interest from the right column to
the left column and making analysis such as the one discussed in Appendix D with regard to the table, without paying attention to
whether the entities would be entities mobilized by the management or the corporations or not.
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see also Figure 1, p. 18), based on to which of the aspects the interviewees mostly
would relate the mobilizations and emerging entities in their descriptions. And
particularly concerning the interests managers came to have, my objective would
be to focus on describing managers coming to have them stronger after the
recognition of certain mobilizations related to the aspects of longer-term
developments and their effects and as further translations of these interests. Note
again that this is not, however, to say that the interests would not have existed at
all without the new mobilizations or been translations of any other interests than
those emphasized. To remind the reader of this, I use, in the description,
expressions such as “recognizing {the effects of mobilizations M and N}, ...
managers became more/more strongly interested in {having x do y/doing v to w}”
OR “{having x do y/doing v to w} would be a/one translation of {having a do
b/doing c to d}”. In addition, I often describe some other interests, not directly
related to the ones managers came to have after recognizing mobilizations and
their effects related to the aspects of longer-term developments or as their further
translations. There, I use expressions such as: “Moreover, {having x do y/doing v to
w} would be also a translation of {having e do £/doing g to h [N]} and {havingi doj
/doing k to 1 [O]}”. Also this would remind the reader of that even if it would be
the mobilizations related to the aspects of longer-term developments after which
certain interests became stronger, the interests could be made stronger also by
other mobilizations or be strong as translations of other interests, e.g. of [N] and
[O] in the above example. Moreover, note again reflecting the focus on managers
and their world-building efforts, I use these expressions as infra-language (Latour
2005) to refer to how managers shift their frames of reference, associating certain
interests with certain other interests.

Also, when describing the mobilization of entities that had actually been planned
and realized by the corporations, note that my objective, in Part III, would not be to
exclusively describe all the interests behind them - or suggest that they were
instances or component entities of only those management practices I would
describe the managers to have become interested in. To remind the reader of this -
while mostly assuming that when the corporations or units, among whose
management certain P&P managers were, acted, the action was largely due to
certain interests of the managers - I use expressions such as: “The
interests/ management interests in {having x do y/doing v to w} were strong, as {P
and R were done (by the corporations/managers)}”. In other words, I would
remind the reader that it could be possible that P and R were mobilized also with
other interests than having x do y/doing v to w, or that P and R could involve
component entities or instances of also some other management practices in which
the management might be interested than of having x do y/doing v to w.

Different interests of different managers

Recall that concerning the management interests in corporate branding (Part IV), I
paid attention to how the interviewed managers were, in their descriptions,
emphasizing different interests and describing certain managers’ particular
interests in corporate branding. Concerning the various interests managers came to
have along the longer-term historical developments related to the taken-for-
granted aspects (Part III, Chapter 6) and, thereafter, related to specific moments of
mergers and acquisitions around year 2000 (Part III, Chapter 7), the different
interests of different managers were even more emphasized. Accordingly, in the
description of Part III, my objective was to pay attention to how the different
management interests were mainly interests of different managers still - before the
emergence of the interest in corporate branding whereby some of the management
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interests of the different managers (management interests in corporate branding
[mI’s]) were eventually served by or translated to certain shared management
practices of corporate branding (Part IV). In the text, I pay attention to this by
pointing out the managers whose interests are mainly in question with expressions
such as: “the financial managers (/ CEOs/ Directors/ marketing managers/ human
resources managers/ sales managers/ line managers/ etc.) became more interested
in having x do y”.

So, the above objectives in analysis and description in Part III would reflect
and serve not only the objective of the Thesis to solve the riddle of how the
management of the Finnish P&P corporations became interested in corporate
branding in relation to the longer-term developments. They would also serve the
objective of showing how the management interests - some of which were
eventually translated to certain management practices of corporate branding -
were, before the emergence of interest in corporate branding and the construction
of a more unified management subject with interest in corporate branding, interests
of different managers. Moreover, whereas in Part IV, I would have more of an
objective to identify and describe the different interests translated to the various
management practices of corporate branding, in Part III, I would rather have an
objective to describe interests of different managers amidst the mobilizations
related to the longer-term developments - so as to arrive eventually at describing
certain managers coming to have just those management interests which were later
translated to the management practices of corporate branding. Note that when
eventually arriving, amidst the written description, at describing certain managers
coming to have a certain management interest which was later translated to the
management practices of corporate branding in corporate branding, I highlight and
make the description of these particular interests stand out from the rest of the
description of Part III with distinct typeface, or font. Then I use the same typeface in
Part IV when describing the management practices of corporate branding [mP’s]
and the translation of management interests in corporate branding to them
[mI's>mP’s].

Finally, note that the objective, in Part III, to describe the interacting
mobilizations and different managers’ coming to have various interests particularly
in relation to the above aspects of longer-term developments - in sections under
corresponding headings based on to which of the aspects the interviewees mostly
would relate them - would also mean that many mobilizations and interests that
would closely relate to many aspects of the longer-term developments would be
described in many sections. Mobilizations, component entities of entities, and
translations of interests would have to be described, to some extent, over and over
again. Still, I considered that also the readability of the description would speak for
somewhat separate sections for the different aspects of longer-term developments.
In text, one cannot practically describe everything in detail at once - the physical
layout of the text in itself prescribes that the description spreads out. Moreover,
readable text always progresses to some extent in a linear way. I considered that
sub-division into different sections would make the description, which would as a
whole be quite difficult to make into one, easily readable, fluent, linear story,
consist of few stories which would, at least internally, be fairly easily readable,
fluent, and somewhat linear. Then I would just make cross-references across the
stories and describe the mobilizations, entities, and translations of interests in
detail only under the heading of that aspect of longer-term development which the
interviewees would most relate them to.
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4.3 Validity, reliability

As mentioned above, Lee and Hassard (1999) note that ANT simply tends to leave
the task of challenging its empirical base to the research and user communities it
addresses. Moreover, Czarniawska and Hernes (2005b) suggest that ANT is about
epistemological pragmatism and is not very concerned about the “method”.
However, the questions of validity and reliability cannot be easily dismissed.

Actually, in social scientific research, the concept of validity is a highly
debated topic, since it has no single, generally agreed-upon definition (Winter
2000). Validity is often considered to generally refer to the truth or accuracy of the
representations and generalizations made by the researcher; how true the claims
made in the study are or how accurate the interpretations are. Hammersley (1987,
p. 69), for instance, maintains than an “account is valid or true if it represents
accurately those features of the phenomena, that it is intended to describe, explain
or theorise”. On the other hand, many researchers, particularly those doing
qualitative social research like myself, emphasize that knowledge and truth are
always culturally constructed in complex networks of power and thus never value-
free and that we simply have no access to any truth about the state of matters in
social life (Moisander and Valtonen 2006).

In any case, I still want to discuss, to some extent, the validity of the
Description in Parts III and IV. This is motivated also by Lee and Hassard’s (1999)
notion that ANT is empirically realist. In a way, this notion, combined with the
ANT tenets that we should learn from actors without imposing on them an a priori
definition of their world-building capacities and that actors themselves make up
everything implies to me that the descriptions should intend to describe the actors’
world-building efforts and the validity of the descriptions, or how accurately the
efforts are described, could be assessed to some extent. I maintain this, in spite of
also maintaining, following Moisander and Valtonen (2006) that ultimately the
validity of the research is simply something that the audience of the research report
decides on.

If the applicability of the concept of validity is problematic in qualitative
research and ANT studies, the applicability of the concept of reliability, in turn, is
perhaps even more problematic. Reliability usually refers to the degree to which
the findings of a study are independent of accidental circumstances of their
production (Kirk and Miller 1986, p. 20). It deals with replicability, the question of
whether or not some future researchers could repeat the research project and come
up with the same results, interpretations and claims (Moisander and Valtonen
2006). In quantitative research, for instance, reliability tends to refer to the extent to
which an experiment, test, or measurement yields the same result or consistent
measurements on repeated trials. This is needed for drawing conclusions,
formulating theories, and making claims about the generalizability of them. In this
kind of research, it is a necessary but not sufficient condition for validity. But, like
Moisander and Valtonen (2006) note, it can be claimed that in social research,
particularly in qualitative social research, it is not possible to produce ”consistent
measurements” of social reality. Correspondingly, the idea of that some other
researchers would actually replicate a study made by one - like the present study -
in an attempt to verify that the methodological procedures yield consistent findings
in repeated studies is not very sustainable.

Still, qualitative researchers are, somewhat according to the logic from
quantitative studies, sometimes advised to make the research process transparent
by describing the different methodological practices and processes in a sufficiently
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detailed manner in the research report (Yin 1989, p. 45). Besides the methodological
transparency concerning data production process, analytical procedures and
principles, how interpretations were developed and conclusions drawn, qualitative
researchers also pay often attention to theoretical transparency (Moisander and
Valtonen 2006). That means making explicit the theoretical stance from which the
interpretation takes place. Finally, reliability is often seen to refer to the overall
practice of conducting research in a systematic and rigorous manner (Moisander
and Valtonen 2006). For instance, it is often seen as important that interviews are
carefully recorded and transcribed, and carefully coded and organized.

4.3.1 Descriptions based on the data, in general

The fact that the Description (Parts III and IV) about how the management of the
Finnish P&P corporations became interested in corporate branding is based widely
on retrospective accounts of managers and persons that had interacted with them
gives a reason to consider that they reflect the emergence the management interests
and the world-building around them fairly accurately, in general. This can be
considered to set good preconditions for the Description to be valid. On the other
hand, when it comes to the retrospective accounts, the interviewees could forget
things, remember things wrongly or, deliberately or not, attempt to make their
actions reflect smooth, desired, and planned paths of developments, even if they
had been unexpected or undesired. This has a potential negative effect on the
accuracy and validity of the Description. However, what reduces the negative
effect is that the Description is based on comparing the accounts of individual
interviewees with those of others, as well as with what various documents and
earlier literature say: basically, nothing written in the Description is based only on
one interviewee’s account. Moreover, reducing the possibility that the Description
would be largely based on such managers” accounts that would be trying to give a
good impression of themselves and their corporations and concealing information
of the real world-building that happened is the fact that not only managers - or
managers still working - were interviewed, but others as well. The Description is
also based on accounts of e.g. industry analysts, researchers, and consultants, as
well as on the accounts of some retired managers, who assumingly have less need
to give a good impression of themselves or their corporations or conceal
information.

Particularly concerning the development of management interests and effects
of various mobilizations of entities and their actions on them, as well as which
managers’ interests were in question, the Description can be considered fairly
accurate to the extent that it is extensively based on the retrospective accounts of
managers and persons that had interacted with them. Quotes from interviewees
additionally improve the validity of the Description. Besides, comparisons that I
have done with the documents and literature enable more accurate descriptions of
the development of management interests and effects of various mobilizations of
entities and their actions on them. On the other hand, information from documents
and literature can be considered to improve the accuracy of the Description,
relative to a case in which it would have been based only on interviews,
particularly as the documents could inform me in more detail of mobilizations of
entities and their actions actually realized back in the history - whether by
management or the corporation or other mobilizations from elsewhere. The
interviewees would not necessarily remember all these or the times of their
occurrence; the “memory” of the documents and literature would be better.
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When it comes to reliability, the research was, overall, conducted in a fairly
systematic and rigorous manner. The interviews were recorded and carefully
transcribed. The data from them was carefully coded and organized according to
the types of descriptions detected (see pp. 61 and 67) and chronologically.
Additional and more detailed data from documents and literature were added to
the same organization of data. Writing the eventual description involved multiple
rounds of writing and re-writing, as e.g. Moisander and Valtonen (2006) suggest.
Finally, beyond the overall practice of conducting research in a fairly systematic
and rigorous manner, methodological transparency is pursued by describing in fair
detail the data production process and analytical procedures and principles
particularly in sections 4.2.1 and 4.2.2, and Appendix D. Theoretical transparency is
additionally pursued by describing in detail the theoretical stance from which the
description took place - actually, the attempt at avoidance of taking an a priori
theoretical stance - in the Introduction (sections 1.3.1 and 1.3.4), as well as in
Chapter 3.

4.3.2 Description in Part IV

The division of the Description of how the management of the Finnish P&P
corporations became interested in corporate branding is in itself, of course, an
analytical move. The validity of answering the riddle with a description with this
structure can be considered fairly good, though, particularly on the basis that the
manager-interviewees seemed to structure, in their descriptions, their becoming
interested by describing certain management practices and how certain
management interests had been translated into those management practices (Part
IV) and how these management interests had emerged amidst longer-term
developments (Part III). Other structuring might have been possible, possibly
equally or more valid. For instance, the description of Part IV could have, on its
own, answered in some measure the question of how the management of the
Finnish P&P corporations became interested in corporate branding. Nevertheless, it
can be argued that answering how the management became interested in corporate
branding requires a description of a process. And the description of how the
management interests in corporate branding had emerged amidst the longer-term
developments can be considered to be a fairly valid answer when it comes to the
“became” aspect of the riddle, since the interviewees were widely relating the
interests to those developments in their descriptions, as well.

Concerning particularly the Description in Part IV, the most important
questions of validity relate to whether the management practices [mP’s] that the
management became interested in corporate branding were just those described
and whether they were only those described and whether the management interests
[ml’s] behind corporate branding were just those described and whether they were
only those described. These are relevant questions, particularly considering the
research questions. First of all, it is likely that some managers, even top managers,
in one or more of the corporations, also became interested in some other
management practices of corporate branding than those described. Moreover, it is
likely that some managers became interested in the management practices
described also as translations of other interests than those described. And it is
likely that some managers became interested in such management practices of
corporate branding that were not described, as translations of such management
interests of corporate branding that were not described, either. On the other hand,
recall here that in my description, the management actually becomes constructed as
a more unified subject, with interest in corporate branding, so that some

74



PART II: 4 Method

management practices of corporate branding served certain interests of most
managers, albeit different interests. Note that this inherently means that it is likely
that not all managers became interested in all the management practices of
corporate branding that are described. And it also means that it is likely that not all
managers became interested in the management practices as translations of all
those interests described.

Especially the above points undermine the validity of the Description in Part
IV, as far as the management practices of and interests in corporate branding are
concerned. Nevertheless, based on the data gathered and the way it was analysed, I
consider it likely that the management practices in which the management,
considered as one subject and including the top managers in each of the three
corporations, became most strongly and widely interested in corporate branding
are described. Also, I consider it likely that the interests that the management,
considered again as one subject and including the top managers in each of the three
corporations, widely had strong behind those management practices are described.
On the other hand, I consider it likely that no important management practices in
which the management, particularly top managers, would have become strongly
and widely interested in corporate branding are left undescribed. And I consider
that no important interests the management, particularly top managers, would
have widely had strongly in some management practices are left undescribed.
These considerations are based particularly on the fact that many managers
working for each corporation, including executives, even retired ones, referred to
or described: each of the described management practices; the fact of the
management, including top managers, becoming somewhat, quite, or very strongly
interested in them as part of corporate branding; and the translations of the
management interests to the practices. Also, a high level of saturation was reached
in the interviews, in the sense that no additional management practices of or
management interests in corporate branding could practically be identified from
the last interviews any more. Due to the considerations above, the validity of the
Description in Part IV concerning the management practices and interests, can,
thus, be considered fairly good. Besides, the mobilizations of entities as instances of
the management practices by the management or by each individual corporation
(grey text boxes in Part IV) improve the validity, as “evidence” of the management
being interested in the management practices in the early 2000s.

Another question of validity relates to the question whether the management
became interested in the management practices at the level of detail described, as
translations of the management interests at the level of detail described. It is likely
that some managers, including top managers, in one or more of the corporations,
became interested in the management practices defined more in detail than
described. And it is likely that not all managers became interested in all the
component entities of management practices that were described. For instance,
some managers could become interested in simply continuous communication to
employees and externally about the corporate values, whereas some could become
interested in continuous communication defined much more in detail, e.g. when it
comes to communication channels, communication materials, communication
campaigns, wording of statements, frequency of communication etc. These points
undermine the validity of the Description in Part IV as far as the description of the
management practices and the translation of management interests to management
practices are concerned. Nevertheless, the data was gathered and analysed in a
way that the level of detail in the description somewhat corresponded to the level
of detail most interviewees used when referring to management practices and them
as translations of management interests in their descriptions - when not forced to
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make descriptions to very detailed level. Due to this, the validity of the Description
in Part IV can be considered to be fairly good.

Yet another question of validity relates to the question whether the
management interests Othered by the management practices of corporate branding
were just those described and whether they were only those described. It is likely
that also some other interests of the management, particularly of some managers,
in one or more of the corporations, were Othered by the management practices of
corporate branding. It is also likely that not all the managers considered that those
interests described were Othered by the management practices of corporate
branding or in the way described. These points somewhat undermine the validity
of the description. Nevertheless, based on the data gathered and the way it was
analysed, I consider it likely that the management interests which the management,
including even some top managers in each of the three corporations, considered
mostly Othered by the management practices of corporate branding are described.
Also, I consider it likely that no important management interests that would have
become clearly Othered by management practices of corporate branding are left
undescribed. These considerations are based particularly on the fact that many
managers working for each corporation, including executives, even retired ones,
referred to or described: each of the Othered management interests described; the
fact of the management, including some top managers, considering them
somewhat suppressed by the management practices of corporate branding; and
how they were suppressed. In this sense, the validity of the Description in Part IV
concerning the Othered management interests can be considered fairly good.
However, many managers were not referring to or describing any Othering by the
management practices of corporate branding, their descriptions focusing instead
on translations of management interests to management practices. This means that
the validity of the Description in Part IV concerning the Othered management
interests is not as good as that of the description of the management practices and
translations of management interests to management practices. This, in turn, means
that the description is best viewed, with a limitation, as validly describing
management interests that were somewhat Othered or could potentially have been
Othered by the management practices of corporate branding.

4.3.3 Description in Part IlI

In Part III, I intended to describe how managers came to have management
interests in corporate branding (the translation of which to management practices
of corporate branding would be described in Part IV) in relation to some taken-for-
granted aspects of longer-term development since the 1980s and the early 1990s,
such as shareholders, shareholder value, share price; differentiation in the market;
selling own products; environmental responsibility issues; and international
expansion. I also intended to describe how managers came to have management
interests in corporate branding in relation to the aspect of and at the specific
moments of the mergers and acquisitions around the year 2000. Although the
interviewees widely related the management interests to these aspects, which
suggests that the validity of the description in relation to them is fairly good, the
description in relation to them must be acknowledged as a limitation when it
comes to how valid the Description can even potentially be in describing how the
management became interested in corporate branding. Namely, particularly
relating the description to the taken-for-granted aspects was partly also a conscious
choice by me, albeit grounded in the managers interviews, as described. On the

76



PART II: 4 Method

other hand, the description might have been related to other developments, too,
and relative to other situations of beginning than that in the 1980s.

Accepting and taking into account the above intention and limitation, when it
comes to the description of the situation in the early 1980s at the beginning of Part
III (Chapter 5), the description of entities and their relationships then can be
considered fairly valid to use as a starting point for describing how the
management became interested in corporate branding. This can be considered
based on the fact that interviewees widely referred to and described just some of
the described entities and their relationships in relation to the aspects of longer-
term developments and how these entities and their relationships had become
different by the late 1990s and early 2000s. The validity of the description is
increased by the fact that the documents and literature studied made references to
and descriptions of same entities and their relationships, as well as further
informed me in more detail of the entities and their relationships.

There is a further limitation one should readily acknowledge when it comes to
validity of finding answers to the riddle in relation to the longer-term
developments. Particularly concerning the managers’ coming to have certain
interests, my intention was to focus on describing managers coming to have them
more strongly after the recognition of certain mobilizations related to the aspects of
longer-term developments and their effects and as further translations of these
interests. The intention was not so much to describe them as translations of all
possible interests they could serve or be translations of - the final Description
would not describe exclusively all the interests, let alone mobilizations, behind the
immediate management interests in corporate branding.

On the other hand, based on the data gathered and the way it was analysed, I
consider that the Description in Part III comprises a valid description - limited to
the above-mentioned intention. This consideration is based mainly on the fact that
many managers working for each corporation, including executives, referred to or
described each of the described management interests; the fact of their getting
stronger from the recognition of certain mobilizations related to the aspects of
longer-term developments; and /or them as further translations of other interests -
eventually describing also managers coming to have the management interests of
corporate branding, which was the main objective for the Description in Part III.
Furthermore, a high level of saturation was reached in the interviews, particularly
in that no such additional interests related to the longer-term developments which
managers would have come to have "between” the situation in the early 1980s and
the management interests of corporate branding were practically described.
Moreover, the consideration is corroborated by the use of documents and
literature. The documents and literature studied made references to and
descriptions of the same management interests; their getting stronger from the
recognition of certain mobilizations related to the aspects of longer-term
developments; and as further translations of these interests. They also further
informed me in detail about these. Particularly they informed me in more detail of
the mobilizations of entities and their actions actually realized back in history -
whether by management or the corporations or other mobilizations from
elsewhere, “between” the situation in the early 1980s and the eventual emergence
of the management interests in corporate branding. The interviewees would not
necessarily remember all these or the time of their occurrence; the “memory” of the
documents and literature would be better.

Based on these considerations, also the validity of the Description in Part III
can be considered fairly good. However, note again that to accept this, one has to
acknowledge certain limitation in intentions of the description (particularly, the
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structuring based on the different aspects of longer-term developments in itself)
and thus in how valid the Description can even potentially be in describing how
the management became interested in corporate branding, or in relation to the
longer-term developments.
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Description: Management interests (in corporate
branding) by the 2000s and at the moments of
mergers and acquisitions
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5 Start situation in the early 1980s: Aspects not taken
for granted

Recall that I wanted to find answers to the riddle of how come the management of the
Finnish P&P corporations became interested in corporate branding in relation to five
taken-for-granted aspects: (1) shareholders, shareholder value, share price; (2)
differentiation in the market; (3) selling own products; (4) international expansion; and
(5) environmental responsibility issues. According to ANT, I look into how the
management became interested in corporate branding by starting to study developments
from such a point on where the aspects were not taken for granted, or “black-boxed”, yet
(e.g. Latour 1987). In this Chapter, I “arrive” before the aspects were taken for granted in
the Finnish P&P corporations. As the description shows, in the early 1980s, they were not
very taken-for-granted. Particularly, in the early 1980s, shareholders, shareholder value,
and share price were not considered very important, the corporations were not
differentiated in the market, they did not generally sell their own products, the
corporations were international only in a very narrow sense, and environmental issues
were not of very critical importance.

So, I will not study the management interests in corporate branding by treating the
five aspects as taken-for-granted, or somewhat “ready-made”, but study the
management interests while the aspects were, in Latour’s words, “in the making”
(Latour 1987, p. 13), or being black-boxed. On the other hand, opening black boxes and
not viewing the management interest in corporate branding simply as natural continuity
to or as culmination of the developments related to the taken-for-granted aspects is fairly
consistent also with Foucault’s (1971) opposition to viewing history as continuity or
representative of a tradition. Foucault opposes historical approaches dissolving things
and events into an ideal continuity of a teleological movement towards an end or of a
natural process.

The description in this Chapter 5 represents the start situation concerning the taken-
for-granted aspects in the early 1980s. In the next chapter, Chapter 6, I will then describe
how different managers of the Finnish P&P corporations came to have, amidst the
process of black-boxing of the taken-for-granted aspects and the longer-term
developments occurring relative to the situation in the early 1980s'3, various interests
which would later become management interests in corporate branding [ml’s] and be
served by or translated to management practices of corporate branding [mP’s]. See
Figure 2 below, as well as Figure 1 (p. 18), to get a picture of how this Chapter relates to
the overall structure and logic of Parts III and IV.

13 See also Chapter 4.2 (Analysing the data and writing the description, p. 60) and particularly section 4.2.2 (Description in Part III, p. 67) for
more details on how the description was written on the basis of the analysis of the data.
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PART lIl:5 Start situation in the early 1980s: Aspects not taken for granted

5.1 Not taken for granted in the early 1980s:
Shareholders, shareholder value, share price

In the early 1980s, Finland was still a rather capital-poor country. The domestic equity market
was rather underdeveloped from the point of view of large corporations'. Households were
largely using their savings to be able to obtain house loans, rather than investing them in the
stock market. The housing system was largely based on family ownership, as the market for
renting a house or an apartment was rather limited. On the other hand, banks' rules for lending
money were strict in the sense that the borrower had to have a considerable part of the capital
needed for the house or apartment saved. This meant that a typical household often kept its
savings safely on a bank account to be able to later buy a house or an apartment by taking a
bank loan or use the savings to pay off an existing loan and the interests.' Moreover, even for
households with extra savings, investing in stock was not popular. For instance, there were
practically no investment funds available before 1987 when a new law allowed banks to form
them'®. Thus, the amount of equity capital available in the domestic market was quite limited for
large Finnish corporations. Incidentally, it was just the P&P corporations that were generally in
need of most capital, due to the capital-intensity of the industry and the corporations being
among the very largest corporations in the Finnish economy. Indeed, the cost of building a new
paper machine, for instance, could be hundreds of millions of dollars. And in the mid-1980s,
about forty manufacturing companies among the top 100 originated from the forest industry”,
and the forest industry corporations accounted for almost two fifths of Finnish exports, one fifth
of Finnish industrial production, and from three to five percent of GDP, pulp and paper
constituting the majority of these forestry exports, products, and production®,

The domestic equity market, then, was not a feasible source of large amounts of capital for
the P&P corporations. But neither was the foreign equity market. This was mainly due to
government regulations restricting the share of foreign ownership in corporations, in normal
cases, to 20 percent. Thus, the P&P corporations were highly dependent on credit capital. The
whole finance system was credit-based, wherein capital was allocated largely through banks.
Nevertheless, Finnish banks and the credit market were under strict government regulations, too.
The corporations could not take long-term loans from abroad without an authorization from the
central bank, the Bank of Finland. The procedure to get an authorization was difficult and
complicated and was used only when such special investments were to be made which even the
Finnish banks could not finance due to lack of capital. Moreover, the Bank of Finland would
demand that the special investments that would be made with imported credit capital would
come to generate revenues from exports with which the capital could be paid back. It would also
investigate that the investments would not lead to inflation pressures, for instance, due to
increased demand for wood in certain areas, in case new pulp or paper mills would be built."”

Authorization to import foreign credit capital, hence, was hard to get. And even though it
could be obtained for special investments, the Finnish P&P corporations relied largely on Finnish

14 Tainio, Risto and Kari Lilja (2003), " The Finnish business system in transition: outcomes, actors and their influence”, in Northern Light
- Organization Theory in Scandinavia, Barbara Czarniawska and Guje Sevon, eds. Malmo, Sweden: Liber. pp. 69-87.

15 Lilja, Kari, Keijo Rdsénen and Risto Tainio (1991), Sectoral foundations of competitive advantage: The case of Finnish forest corporations.
Working paper F-296. Department of Business Administration and Management Systems, Helsinki School of Economics and Business
Administration, Helsinki, Finland.

16 Hildén, Riitta (2005), ”Sijoitusrahastossa piensijoittaja saa suuruuden etuja”, OP-Lehti, 1.
Sipild, Matti (ed.) (2000), Pankkikatsaus, 1/2000. Helsinki, Finland: The Finnish Bankers” Association.
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http:/ /www.metsateollisuus.fi/ talous/ merkitys/. (Accessed 12.9.2005).
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banks for credit. The banks, in turn, borrowed money from the Bank of Finland, which
determined the lending rates. Deposit rates were not varied between banks, either. Regulated
interest rates provided the banks with relatively high and stable profits and there was a constant
excess of demand for credit in the ecanomy. The competition amang the banks was rather
superficial 2

Basically, the largest P&P corporations were closely connected to a certain bank that would
serve as their main creditor. For instance, of the predecessors of UPM-Kymmene, United Paper
Mills (UPM) was relying on credit of one of the two large commercial banks, Kansallis-Osake-
Pankki (KOP), and KymiKymmene (Kymi) on credit of the other, Suomen Yhdyspankki (SYP). A
cooperative bank group, originating from farmers” economic activities, was the primary creditor
of Metsaliiton Teollisuus, the predecessor of M-Real, albeit that it could raise capital also from
other banks, as well as from its owner Metsaliitto Cooperative, whose members were Finnish
forest-owners. Enso-Gutzeit (Enso), the Finnish predecessor of Stora Enso, was, in turn, financed
mainly by the state-owned bank Postipankki, although Enso was financed also by other banks, as
well as directly by its majority owner, the Finnish State. In the mid 1980s, these and other P&P
corporations were generally highly debted to their respective creditor banks due to heavy
investments in expensive paper machines, and dependent on further credit always when new
investments were planned. Thus, they were heavily dependent on the banks.”’

On the other hand, a bank would be very dependent on the large P&P corporation it
credited, too. The corporation was an important customer for the bank: it was a buyer of large
loans and the bank was taking care of the corporation’s day-to-day money transactions. For
instance, in 1984, KOP's three largest loan customers were P&P corporations UPM, Rauma-
Repola (which also operated in the mechanical engineering industry) and Kajaani. Their loans
constituted half of the loans granted to KOP's ten biggest customers?. Moreover, the employees
of the corporation would often use the same bank whose customer the corporation was. Thus,
there was reciprocal interdependency between a large P&P corporation and its main creditor
bank. And this interdependency was further strengthened by cross-ownership stakes and Board
memberships. The bank could own significant share of the corporation’s stock and the
corporation could own some share of the bank’s stock. The CEQs of the bank often sat in the
Board of the corporation, usually as chairmen, and the CEQ of the corporation could sit in the
Board of the bank®. Moreover, there were often close, cooperation-oriented personal
relationships between the managers of the bank and the P&P carporation, not seldom based on
family relationships or sharing the same language (Finnish vs. Swedish)?*. Information was
shared, friendships were cherished, and reciprocal favours were made. Finally, particularly the
bank Boards formed ultimate elite societies on the national level: few top managers, including
those of the P&P corporations, would be willing to miss membership in these societies™.

In effect, in the case of UPM and Kymi, the interdependency relationships they had to the
banks KOP and SYP, respectively, gave form to particular spheres, i.e. bank spheres. The banks
and their CEQs would exert considerable power on the large P&P corporations — sitting in the

20 Tainio and Lilja 2003.

21 Nasi, Juha and Pasi Sajasalo (2006), “Consolidation by game-playing: A gamesmanship inquiry into forestry industry”, in The
Evolution of Competitive Strategies in Global Forestry Industries, Juha-Antti Lamberg, Juha Nisi, Jari Ojala, and Pasi Sajasalo, eds.,
Dordrecht, The Netherlands: Springer. pp. 225-256.

Nisi, Juha, Pasi Ranta, and Pasi Sajasalo (1998), Metsiiteollisuuden meg utos. Pelinikokulmainen analyysi suomalaisen metsiteollisuuden
kehkeytymisprosesseista vuosina 1985-1996. Publication 114 /1998, School of Business and Economics, University of Jyvéskyls,
Jyviskyld, Finland.

2 Kuisma, Markku (2004), Kahlittu raha, kansallinen kapitalism — Kansallis-Osake-Pankki 1940-1995. Helsinki, Finland: Suomalaisen
Kirjallisuuden Seura. pp. 353-354.

2 Kuisma 2004, pp. 327-328, 341;

Ojala, Jari and Juha-Antti Lamberg (2006), “The challengers: Kymmene, United Paper Mills, and Metsiliitto”, in The Evolution of
Competitive Strategies in Global Forestry Industries, Juha-Antti Lamberg, Juha Nisi, Jari Ojala, and Pasi Sajasalo, eds., Dordrecht,
The Netherlands: Springer. pp. 107-139.

24 Nasi and Sajasalo 2006.

25 Kuisma 2004, p. 341.
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Boards and having the close personal relationships to the operative top managers. Moreover, the
same banks would have similar power also in many other Finnish industrial corporations,
including many smaller corporations operating in the P&P industry. The interdependencies
formed particular blocs or spheres whereby the bank in the center would exert significant power
on the P&P corporations in its sphere, partly based on ownership position and partly based on
the position of being a large creditor, and ultimately based on individuals in managerial and
Board positions having the cooperation-oriented personal relationships. For instance,
corporations operating in the P&P industry on a smaller scale, such as Rauma-Repola and
Kajaani, belonged to KOP's sphere, whereas corporations such as Kaukas and Schauman
belonged to SYP's sphere.”® A powerful individual or person — a power person — of the former
sphere was the CEO of KOP, Jaakko Lassila, who sat in the Boards of dozens of Finnish
corporations, including UPM, Rauma-Repola, and Kajaani”’. One power person of the latter
sphere was the CEQ of SYP, Mika Tiivola. In this sphere, another power person was Casimir
Ehrnroath, the CEO of Kaukas and, later, Kymi (Kymmene), a Board member of SYP, and a
headman of Ehrnrooth family, which owned significant stakes in a variety of corporations,
including SYP, Kaukas, and Kymmene.?® The brother of Casimir Ehmrooth, Gay Ehrnrooth, was
the CEQ of Schauman®.

The somewhat centralized control in the sphere was even further emphasized through e.g.
certain insurance companies cooperating with the banks. Also the insurance companies could
have complex cross-ownership, cross-customer-relationships, cross-Board/Director-relationships,
and cross-manager-relationships with the banks, as well as with the corporations of the sphere.”
For instance, KOP had strong ties to the insurance company Pohjola and SYP to another
insurance company, Teollisuusvakuutus®'. Moreover, there were many culture and science funds
closely associated to the banks through ownership and management relationships. These funds
were often significant owners of the corporations in the spheres®.

When it comes to Enso and Metsaliiton Teollisuus, they were not as dependent on credit
from single banks as UPM and Kymi, since their majority owners could finance them to larger
extent. However, beyond the two bank spheres, they belonged to spheres of their own, mostly
based on equity and ownership. Enso’s majority owner was the Finnish State and it belonged to
the State’s sphere. In this sphere, there were numerous State-owned companies, governed 10
various degrees by ministries and politicians®. These companies included also other P&P
corporations, such as Veitsiluoto. Later, corparations that ended up in the ownership of the Bank
of Finland, such as Tervakoski and Tampella, also came to belong to this sphere. Metsaliiton
Teallisuus, in turn, was fully owned by Metsaliitto Cooperative, which had tens of thousands of
Finnish forest-owners as members. It belonged to the sphere of agri-capital originating from
farmers” and forest-owners’ ecanomic activities, including mostly cooperatives related to the

2% Nasi, Ranta, and Sajasalo 1998; Nisi and Sajasalo; Ojala and Lamberg 2006.

27 Kuisma 2004, pp. 327-328; Nisi and Sajasalo 2006, p. 238.

28 Nasi and Sajasalo 2006.

2 QOjala, Jari and Kalle Pajunen (2006), “Two family firms in comparison: Ahlstrém and Schauman during the 20th century”, in The
Evolution of Competitive Strategies in Global Forestry Industries, Juha-Antti Lamberg, Juha Nisi, Jari Ojala, and Pasi Sajasalo, eds.,
Dordrecht, The Netherlands: Springer. pp. 167-189.
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32 Kuisma 2004, p. 341;
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3 Nasi, Juha (2001). “Historiallis-strateginen lihestymistapa suomalaisen metsiteollisuuden kehkeytymiseen”, in
Metsiiteollisuusyritysten strategiset kehityspolut, Juha Nési, Juha-Antti Lamberg, Jari Ojala and Pasi Sajasalo, eds. Helsinki, Finland:
Metsdalan tutkimusohjelma Wood Wisdom. pp. 13-23.

Lamberg, Juha-Antti (2001b). " Yhtit joka ei vilittinyt velasta eiké valtiosta. Enso-Gutzeit 1918-1998.”, in Metsiiteollisuusyritysten
strategiset kehityspolut, Juha Nasi, Juha-Antti Lamberg, Jari Ojala and Pasi Sajasalo, eds. Helsinki, Finland: Metsdalan tutkimusohjelma
Wood Wisdom. pp. 56-69.
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processing or retailing of agricultural products. The sphere also involved a powerful political party
— the main supporters of which the same farmers and forest-owners were.**

Figure 3 below illustrates how the most important Finnish corporations with P&P business
belonged to the four different capital spheres in the mid-1980s. Besides the above-mentioned
corporations, there were P&P corporations, such as Myllykoski, Ahlstrém, Serlachius, and
Rosenlew, not belonging strongly to any of the spheres. These were often family-owned private
corporations. Some corporations, in turn, were “between” spheres, e.g. being owned half-half
jointly by corporations in different spheres; e.g. Kemi and Oulu were such corporations.®

Tampella ‘ ‘

Metsaliitto
Metséliiton
Teollisuus

’
s

-~ SYP'ssphere

Figure 3: Finnish capital spheres and P&P corporations in the mid-1980s.

The dependency on credit capital and the sphere arrangements basically meant that the
managers of the large Finnish P&P corparations were not very interested in the shareholders of
the corporations, except for those shareholders that held power in the spheres, such as the
banks and insurance companies, families, forest-owners, or the State. Particularly, managers
were not very interested in potential new shareholders. There was a lack of equity capital in
Finland and foreign ownership of corporations was limited.

Furthermore, the shareholders were not very demanding when it came to e.g. the share
price of the corporations or large profits or dividends. Finnish private individuals and households
and institutional investors largely cherished, as shareholders, their investment in the shares as a
reflection of national pride and protected it as national property. Some families, which owned

3¢ Nasi and Sajasalo 2006; Ojala and Lamberg 2006.
% Nisiand Sajasalo 2006; Nisi, Ranta, and Sajasalo 1998.
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reflection of family pride. These families included e.g. the Ehrnrooth family who were significant
owners of Kymmene and later UPM-Kymmene and the Serlachius family who were significant
owners of Serlachius and later Metsa-Serla. These shareholders were not demanding large
profits or dividends from the corporation very strictly and even less strictly rising share prices® —
in a way, they and their capital were “patient"®’.

The central actors of the spheres, in tumn, did not much demand rising stock price or large
profits or dividends from the corporation, either®®. The corporations that belonged to the bank-
spheres, particularly UPM and Kymi, were among the mast important customers — if not the
most important of all — of the particular banks. For the banks, the ownership was largely a way of
ensuring the continuity of central customer relationships®, as well as simply the power over the
sphere. Concerning Enso, for the State, the major ownership was largely a way of ensuring that
this big P&P corporation operated in a way that benefited the Finnish society, e.g. creating and
maintaining labour demand in certain regions of the country, e.g. Eastern Finland.* This was still
true to a fairly large extent through the 1980s*". Finally, concerning Metséliiton Teollisuus, for the
forest-growers, the ownership was largely a way of ensuring that the corporation bought wood
from them to be used in pulp- and paper-making with a good price®. So, rising share prices and
large profits or dividends were not strict demands for these shareholders, either. They and their
capital could, then, also be considered “patient”.

Finally, when it came to dividends, the Finnish corporate tax system made shareholders less
demanding. In the early 1980s, corporate tax on profits was very high, between 55 and 60
percent.”® It would be more preferable not to show much profit but to invest heavily with debt
financing, to be able to deduct from earnings depreciations and interest costs, which were tax
deductible™. At the same time, real interest rates were often zero or even negative, the inflation
being high at about 10 percent and nominal interest rates at about the same level. This further
made investments with debt financing preferable. Heavy investments could be partly justified
just for the sake of investing: this had been to some extent the case, as some P&P corporations
had diversified to e.g. shipping and chemical businesses. Mareover, the tax system allowed
inventory reserve and undervaluations to be made about inventories; excessive inventories were
therefore also piled up by the P&P corporations so that profits would seem even lower. So, since
it would be preferable not to shaw much profit, demands on dividends would be less strict.
Furthermore, demands on dividends would be less strict, as the Finnish shareholders, who
represented at least four fifths of the shareholders, were taxed rather harshly on their potential
dividend income. Actually, in the early 1980s, there was dual taxation on dividends, as the

36 livonen, Jyrki (1998), “Metsayhtididen kurssien kehitys nayttda heikolta. Sijoittajat epailevit metsiteollisuuden kykyé investoida
jarkevasti”, Helsingin Sanomat, 20.8.1998.
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company first paid high corporate taxes on profits and the shareholder then high taxes on
dividend income.®

5.2 Not taken for granted in the early 1980s:
Differentiation in the market

In the 1980s, Finnish P&P corporations were mainly mass-producing standard paper grades such
as newsprint, super-calendered (SC) magazine paper, light-weight coated (LWC) magazine
paper, and uncoated fine paper; standard paperboard grades; and standard grades used in the
production of corrugated board, or case-making board grades. One corporation would own one
or several mills. Mills had a couple of paper or board machines, usually concentrating either on
the production of one or several paper grades, or one or several board grades. One machine
would be producing one or a few grades. So, one corporation would typically produce a few of
the paper and/or board grades.'®

In addition to paper and board, some corporations could produce e.g. pulp and wood
products, such as special plywood products, sawn products, and veneer products. Also, various
converted paper and board products could be produced, such as notebooks, envelopes,
stationery, and corrugated cases, as well as various converted wood products, such as wooden
houses. Furthermore, the corporations could be diversified to e.g. machine engineering, chemical
manufacturing, printing, energy production, and shipping businesses.”” Machine engineering
could to some extent serve the building and rebuilding of paper machines; paper production
needed various chemicals and a large amount of energy; products could be partly shipped
abroad with the corporations” own ships. Kymi and Enso were particularly diversified. For
instance, in the 1980s, Kymi still had chemical manufacturing, machine engineering, brick
manufacturing, air conditioner manufacturing, and printing businesses®, and Enso had shipping,
energy production, and wooden house manufacturing businesses®. In any case, it was the paper
and board products that were the most important products for most of the corporations.

Paper grades. Newsprint and SC and LWC magazine papers were produced by using
wood as the main raw material. Wood would be broken into fibres, or its structure broken into a
porridge-like pulp, and this pulp would be processed into paper. Newsprint, SC, and LWC were
mechanical papers, meaning that they would mostly contain mechanical pulp in which the wood
fibres were detached from each other by mechanical stress. Use of mechanical pulp would give
the papers good opacity (non-transparency) even at low thickness or basis weights (g/m2), as
well as good printability, but also make them lack strength and give them the tendency to slowly
turn yellowish when exposed to the UV radiation of sunlight. Chemical pulp, or pulp in which the
wood fibres were detached from each other by cooking woodchips in chemicals, would be added
to the papers to increase their strength. Moreover, these papers would contain various fillers and
coating minerals.

Newsprint would be supplied to large publishers and their printing houses for use in the
printing of newspapers. It could be used also in printing less demanding magazines and
advertising catalogues. Measured in tonnes, newsprint was the most widely consumed paper
grade globally and Finnish, other Nordic, and Canadian companies were the largest producers.

4 Interviews (with Anttila 8.11.2005).

4 The description concerning paper and board products is mainly based on:
Rohweder, Thomas (1993), Product Reorientation in the Finnish Paper Industry. Doctoral Thesis, Helsinki School of Economics and
Business Administration, Helsinki, Finland. pp. 9-15; and
Anon. (e) (1999), Puusta jalosteeksi [online teaching material]. Finnish Forest Association and Finnish Forest Industries Federation.
http:/ /www.smyfi/ koulut/ puustajalosteeksi.html (Accessed 15.9.2005).

4 Ojala, Lamberg, Ahola, and Melander 2006; Ojala and Lamberg 2006; Lamberg 2006.
4 Ojala 2001, pp. 42-45.
49 Ahvenainen 1992, p. 688.
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Magazine papers would also be supplied to publishers and printing houses, for use in the
printing of four-colour magazines, catalogues, direct mail advertising items, etc. with relatively
high information capacity requirements. Finnish P&P corporations would hold a share of tens of
percents of the world supply of these papers.

Uncoated (woodlfree) fine paper would be made mainly of chemical pulp and would contain
less than 10 percent of mechanical pulp, giving the paper good strength, brightness, and
archiving characteristics. The Finnish P&P corporations produced mainly uncoated fine papers.
Uncoated fine paper would be supplied in reels to large converters who would convert the paper
into e.g. notebooks and envelopes. Uncoated fine paper would be supplied in reels also to large
publishers and printing houses, for use in e.g. printing books. Moreover, commercial printers,
which were printing companies often smaller in size and specialized in serving businesses and
advertisers, would be supplied uncoated fine paper in printing e.g. brochures, pricelists,
catalogues, and manuals, as well as preprinted forms for business and office use, such as
invoices, letter heads, and bank statements. They would be supplied paper both in reels and in
sheets of various sizes. Finally, a great amount of uncoated fine paper would be supplied to
office photocopier use in sheets, typically in A4 cutsize, and for office printer use, in sheets and
in continuous paper format.

When it comes to coated fine paper, the production of the Finnish P&P corporations was
marginal. Coated fine paper would be used in printing books, some advertising materials, and
even some high-end special interest magazines. Premium double-coated fine papers would be
used in printing e.g. art books with high demands on picture and photo quality.

In addition to the above, some of the corporations had production of tissue papers, as well
as some special papers, such as greaseproof papers and carbonless papers.

Paperboard grades. Paperboard grades were multilayer products, consisting of layers
made of different kinds of pulps or recycled fibre. The top layer would usually be coated and the
reverse uncoated or coated. Among specific paperboard grades, there were e.g. folding
boxboard (unbleached back), foodboard (bleached back), and solid bleached board (bleached
back). The top layer could have different amounts of coating. Paperboards would be mainly
supplied to large producers of carton packages, or folding boxes. A smaller amount could be
supplied also to printers for graphic use in printing of e.g. post cards, greeting cards, and pocket
book covers. The Finnish P&P corporations produced a significant portion of the world supply of
paperboard.

Case-making boards would be supplied to large producers of corrugated board and
boxes. Case-making boards included liners and fluting grades. Kraftliner would be produced of
chemical pulp and used as topliner for corrugated board. Testliner would be a substitute for
kraftliner and produced of recycled waste paper. Fluting would be produced of either chemical
pulp or recycled fibre and used in the middle layer of corrugated board.

Most of the paper and board products produced by Finnish P&P corporations were rather
standard commodity products grades in the sense that in the market areas where they were
sold, there were also other producers — with mills e.g. in Sweden, Norway, Germany, France,
Canada, and the US — selling them in large volumes, and in the sense that the quality differences
between the products of different producers were small, which made the products highly
interchangeable to customers™. This concerned, albeit to varying degrees, particularly the most
important products, such as newsprint, SC, LWC, and case-making boards, which were
produced in high volumes with large machines by many producers and sold in the same market
areas. Nevertheless, by the mid-1980s, another important product, i.e. office paper, was also

50 Diesen, Magnus (1998), Economics of the pulp and paper industry. Papermaking Science and Technology. Book 1. Helsinki: Fapet. p. 61.
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becoming a commodity product, as many similar, large-volume machines were starting to supply
it to the market at a similar quality level"

Particularly, it was the technical quality of the products representing a certain grade that
would be rather standard, or similar across the products of different producers. The type and
amount of fibre contained, type and amount of fillers, type of finishing, the type and amount of
coating, and, hence, e.g. the bulkiness (the inverse of the paper's apparent density) and stiffness
and optical qualities, such as brightness, surface smoothness, print gloss, and opacity, were
fairly similar. Moreover, the different producers produced and sold fairly similar grammage, or
thickness versions of each product. To the extent that there were some differences in the exact
quality or quality consistency of different suppliers” products, the customers could learn to trust
the product of a certain producer and would not always be prepared to change suppliers very
easily. The quality differences could manifest themselves for instance in terms of machine
runnability of the paper or board on customers printing, cutting, creasing machines, packaging,
or copying machines, and in terms of printability, i.e. level of paper or board appearance
achieved on customers’ printing presses. Nevertheless, in general, the product quality was
highly standard and, additionally, technological development was decreasing the quality
differences between different producers’ products.

S0, the Finnish P&P corporations were, in the early 1980s, producing mostly standard-
quality commodity products. Moreover, the corporations were mostly producing commodity
products that did not have a very high level of value added. The mast important and widely-
produced products were newsprint, SC, LWC, and uncoated fine paper, of which particularly
newsprint and SC were products with rather low value added. Higher value added products,
such as more heavily coated magazine papers, coated fine papers, or coated paperboards were
produced to quite a small extent.

Since the products were standard commodity products and there were many producers
selling them in the market areas, there were fairly competitive markets for them. The customers,
particularly the foreign customers, were paying prices closely corresponding to international
market prices, albeit that to the extent that better quality products could be offered, the prices
obtained could be slightly higher. In any case, in the production of the standard commodity
products, the Finnish corporations were focusing on cost-efficient exploitation and conversion
methods of forest-based raw materials™.

5.3 Not taken for granted in the early 1980s: Selling own
products

When it comes to selling the products, a characteristic peculiar to the Finnish P&P corporations
was that they jointly owned particular sales associations. The largest and most important sales
association, Finnpap, maintained a network of sales offices around the globe, particularly
concentrating on the main markets in Central and Western Europe, but also operating in e.g. the
US and Japan®. The sales offices of Finnpap handled the selling of most of the paper products of
the individual mills located in Finland, basically having salespeople engaged in personal selling
work, receiving customer inquiries and orders for products of the individual mills running in
Finland, sending orders to the mills in Finland, and invoicing the customers. The mills would

51 Alajoutsijarvi, Kimmo (1996), Rautainen pari. Kymmenen ja Valmetin suhde, lihiverkosto ja makrovoimat 1948-90. Doctoral Thesis,
University of Jyviskyld, Jyviskyla, Finland. p. 163.

52 Rohweder 1993, p. 14;
Juslin, Heikki and Tuomas Tarkkanen (1987), Marketing Strategies of the Finnish Forest Industries. Seloste 143, Communicationes
Instituti Forestalis Fenniae. Helsinki, Finland: The Finnish Forest Research Institute.

53 Heikkinen, Sakari (2000). Paperia maailmalle. Suomen paperitehtaitten yhdistys — Finnpap 1918-1996. Helsinki, Finland: Otava. pp. 374-
377.
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produce the products and ship them to customers. When it comes to Finnish customers, the
shipment would happen from the mills by land or via inland waterways transportation. But as
approximately 90 percent of the production went to foreign customers™, the mills mostly had the
paper reels first transported via railroad or inland waterways to port warehouses, from where
cooperative freighting houses, such as Transfennica®, would take the products further via
seaways towards customers, most of them located in Great Britain, West Germany, France,
Belgium, the Netherlands, the Soviet Union, Denmark, and the US®®. For paperboard, pulp, and
converted paper and paperboard products, there were similar sales associations as for paper
products. These were called Finnboard, Finncell, and Converta, respectively.

The sales associations sold the same product grades from several mills and divided the
orders — or actually, to a large extent, the customer relationships, or long-time contracts to the
customers, concerning certain product grades — between the mills. In dividing the customers
and orders, quality differences in the same grade produced in different mills would not be paid
much attention to”. Basically, individual products produced in individual mills belonging to the
assaciations, or the quality differences of the products, were not much emphasized to customers
in the selling work. On the other hand, direct interactions with customers, at least when it comes
to anything that could be considered selling, were a rather exclusive responsibility and right of
the sales associations, which would ensure that different mills would be equally treated in terms
of selling and promotion. Direct contacts between individual mills and customers were largely
discouraged and even guarded against by the sales associations, such as Finnpap and
Finnboard. The sales associations” sales offices around the world and head offices in Finland
kept, to large extent, all the market and customer contacts and knowledge to themselves. Mills
did not receive all the information and feedback given by customers. Actually, they did not
necessarily even know who all their customers were®.

Nevertheless, while remaining members of the sales associations, at least of Finnpap, some
P&P corporations had already by the early 1980s started to build their own networks of sales
offices for some products. For instance, Enso had built its own sales network for selling some of
its special products, such as for wood products, kraftliner, and kraftpaper, since the 1950s™.
Enso also sold e.g. liquid packaging board, wood-pulp board, and coreboard through its own
sales network™. Similarly, Kymi was a member of Finnpap in the early 1980s, but had its own
sales and trading network at the same time. Kymi had laid the foundation for its own sales
network especially since the late 1960s with the networks that took care of the sales of its
English and German subsidiaries Star Paper and Nordland Papier, and later also the French
subsidiary Papeteries Boucher, acquired in 1977%". In 1976, Kymi had started to build a sales
network for its fine paper, as Finnpap did not have a proper distribution channel for sheet
paper®.

5 Heikkinen 2000, pp. 364-368.

55 Heikkinen 2000, p. 330.

5 QOjala and Lamberg 2006, p. 110; Heikkinen 2000.

% Kuuramaa, Anna-Maria (2004), ”Jakeluun osallistuminen ja tuote-erikoistuminen paperiteollisuudessa. Uusien liiketoimintamallien

soveltaminen ja niihin siirtymisen tavat”. Pro Gradu Master’s Thesis, Department of Management, Helsinki School of Economics,
Helsinki, Finland. p. 21.
Ylidnen, Timo (1990), “Markkinainformaation keruu ja hyddyntdminen Yhtyneet Paperitehtaat Oy:n eri liiketoiminnoissa”. Pro Gradu
Master’s Thesis, Department of Marketing, Helsinki School of Economics and Business Administration, Helsinki, Finland. p. 116.
Interviews (e.g. with Metsévirta 8.8.2005).

58 Heikkinen 2000, p. 430; Ylinen 1990, p. 103;
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5 Laiho, Sinikka (1998), Vuosisata Suomen kartonkiteollisuuden sillanrakentajana. Suomen puuhiomoyhdistys 18931942, Suomen
Kartonkiyhdistys-Finnboard 1943-1996. Espoo, Finland: Metsi-Serla. p. 81.
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61 Heikkinen 2000, p. 359; Ojala 2001.

62 Heikkinen 2000, p. 443; Ojala 2001.
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5.4 Not taken for granted in the early 1980s:
International expansion

In the early 1980s, the great majority of the production of the Finnish P&P corporations was sold
to foreign customers in e.g. Great Britain, West Germany, France, Belgium, the Netherlands, the
Soviet Union, Denmark, and the US. In this sense, the corporations were quite international.
However, almost all the production of the corporations was located in Finland. The production
had been set in Finland, as there were extensive forest resources in the country®. A major part of
the country was covered by forests, albeit with slowly-growing tree species. Regionally, there
might be scarcity of wood resources or forests of certain species, but the mills were practically
located at sites where wood was available in their nearby areas. Actually, this resulted largely
from the joint settlement of pulp and paper production capacity investments to certain locations,
which the P&P corporations had traditionally more or less practiced®.

Finland had particularly extensive resources of forests dominated by long-fibred conifer, or
softwood. Accordingly, mechanical pulp made of long-fibre softwood, mainly spruce, was the
main raw material for the most important products of the Finnish P&P corporations: newspaper
and magazine papers, as well as some boards. Moreover, mechanical pulp could not very
feasibly be dried for transportation like chemical pulp and it was thus reasonable to produce
these paper and board products from pulp by “integrated production” at the same mill. Besides,
as mechanical pulp would be largely tailored according to the specific product produced, it was
practically not sold in the market like chemical pulp was.*

To the extent that there were short-fibre leafwood or hardwood forest resources in Finland,
chemical pulp production had been built to use these resources —beyond the production of
chemical pulp from long-fibre wood, which was also practiced to some extent. Actually, quite a
large amount of short-fibre wood, mostly birch, was also imported from the Soviet Union, from
areas near the eastern border of Finland. In the early 1980s, this import amounted to about 3-5
million cubic meters compared to the total industrial wood consumption of Finnish wood being
about 40-45 million cubic meters®. Short-fibre chemical pulp would be needed in fine papers
and boards to provide them even structure.

As implied, transporting chemical pulp, even to a distance, to a paper or board mill could be
economically feasible. It could be sold in the market to different paper producers, as the Finnish
P&P corporations did to a small extent. However, much of the chemical pulp the Finnish P&P
corporations produced, also of that which they produced from short-fibre wood, was used by
themselves in producing paper and board in Finland. This was advantageous: having their own
chemical pulp mills in Finland to supply the paper and board mills made the sales and
profitability of the corporations, in principle, less vulnerable to the heavy price fluctuations that
were characteristic to the prices of market pulp . For the paper production, having this own pulp
production meant that the carporations did not have to rely much on buying market pulp from
abroad and their costs were not very dependent on the market prices of pulp. Moreover, at the
market level, the paper and board producers had adjusted their prices, especially fine paper and
board prices, closely following the prices of market pulp.®’” This could make the Finnish P&P
corporations, when matching the prices of other producers and not utilizing much market pulp,

65 Kuisma, Markku (1993), Metsiteollisuuden maa: Suomi, metsit ja kansainvilinen jirjestelmd 1600-1920, Helsinki-Jyviskyla: SHS.
Lamberg, Juha-Antti, Juha Nasi, Jari Ojala, and Pasi Sajasalo (eds.) (2006), The Evolution of Competitive Strategies in Global Forestry
Industries. Dordrecht, The Netherlands: Springer.

64 Kettunen, Jyrki (2002), Kuuseen kurkottajat. Teknologian kehitys Metsiliiton piirissi 1950-luvulta vuosituhannen vaihteeseen. Espoo,
Finland: Metsiliitto-Yhtyma. pp. 11, 39.

6 Anon. (e) (1999).
66 Diesen 1998, pp. 33-34.
7 Anon. (e) (1999).

91



PART lIl:5 Start situation in the early 1980s: Aspects not taken for granted

rather unprofitable when the pulp prices and hence (fine) paper and board prices were low, and
quite profitable when the prices were high. For the Finnish P&P corporations the costs of
producing pulp of their own were quite stable, meaning that higher market prices of paper and
board products were transferred quite directly to the bottom line®.

Further, it was actually advantageous to have “integrated mills”, i.e. having paper or board
machines next to a chemical pulp mill. First, considering the paper or board production, the
quality of the pulp would be consistent. But importantly, the pulp would not have to be dried at
the pulp production and then again pulped at the paper or boardmaking, which would save
particularly energy costs — without the drying step, chemical pulp production actually produced
energy rather than consumed it and the residual energy could be used in paper production.
Additionally, transportation costs in the integrated mill, where the pulp would be pumped
directly to the paper or boardmaking process, would be eliminated.” So, the large Finnish P&P
corporations often had integrated chemical pulp/paper-mills also for producing products of short-
fibre wood — in Finland where there was, after all, some short-fibre wood resources such as birch
available.

Nevertheless, some of the large corporations had also built paper mills in Central Europe,
where they could largely use chemical pulp produced by their pulp mills in Finland and
transparted to Central Europe from there. For instance, of the predecessors of UPM-Kymmene,
Kymi-Kymmene and Kaukas had a jointly-owned fine paper mill Nordland Papier in Nordland,
West Germany since the end of 1960s’’. In addition, Enso, Kymi, and Tampella had established
Eurocan Pulp & Paper Co. in British Columbia in the late 1960s to use the vast Canadian wood
resources and to produce sawn goods, pulp, kraftliner, and sack paper. In the 1980s, of the
Finnish corporations, Enso remained a part owner of Eurocan, the others having sold their shares
to a US-Canadian company.’" Nordland Papier and Eurocan, as well as Kymi's above-mentioned
Star Paper and Papeteries Boucher, were some of the very few exceptions to the rule that the
production of the Finnish P&P corporations was, at the beginning of the 1980s, located in
Finland.

5.5 Not taken for granted in the early 1980s:
Environmental responsibility issues

Already since the 1960s, Finnish authorities had been somewhat active in demanding more
environmental protection from the Finnish P&P corporations, particularly with respect to water
protection of the mills. In 1961, a water law had been set up that had made emissions of
individual mills of P&P corporations subject to licenses for waste water. In 1970, a special
National Board of Waters (Vesihallitus, in Finnish) had been established, as well as regional
Water Districts (Vesipiirit) under it, and the development and implementation of licensing policies
had been started more seriously. Regional Water courts had been given the responsibility for
setting up license conditions for the wastewaters of the mills and National Board of Waters and

6 ivonen, Jyrki (1999a), ”Selluloosan hinta on lihtenyt voimakkaaseen nousuun”, Helsingin Sanomat, 26.10.1999.

6 Diesen 1998, pp. 154-155;
Poesche, Jiirgen (1995), Strategic choices in the fine paper industry. Working Paper W-121, Helsinki School of Economics and Business
Administration, Helsinki, Finland. p. 5.
Paavilainen, Karri (1995), The analysis and application of global strategy. A case study of Kymmene Corporation. Pro Gradu Master’s Thesis,
Department of Marketing, Helsinki School of Economics and Business Administration, Helsinki, Finland. p. 72.
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le=Germany (Accessed 24.2.2006).
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,00.html (Accessed 24.2.2006).
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Water Districts had been given an inspection and expert position concerning the decisions and
the responsibility for overseeing the implementation of the license conditions.””

On the other hand, since the end of the 1960s, there had been discussion between
environmental activists, researchers, autharities, media, local people living around the mills, and
the general public about the acceptability of the fact that the industry, particularly the P&P
industry — the largest industry in Finland — was damaging, even poisoning, the environment,
particularly the waters of lakes, rivers, and sea. Environmental protection and water protection
had been increasingly demanded and authorities had been pressured to regulate emissions of
mills, especially of pulp mills”. For instance, discussion had emerged around issues concerning
mercury. Researchers had found out that waters in lakes, rivers, and sea contained mercury,
particularly the waters below P&P mills: the mills had been using phenylmercury to prevent slime
build-up in waste water pipes’. It had also been well known that the chlorine industry had been
slipping mercury with wastewaters and that the P&P mills needed chlorine. Moreover, Finnish
television had presented a program in the spring of 1967, reporting the heightened mercury
content of Finnish fish. The so-called “mercury war” had started from there and the matter had
been discussed extensively. The industry had been critizised by local people living close to the
mills and general public and even claims for damages had been talked about.” The acceptability
of the environmentally damaging activities of the industry had been questioned and better
protection of enviranment and water had been called for. In general, the growing discussion had
contributed to the development and implementation of licensing policies of the mills’
wastewaters being started more seriously.”®

The P&P corporations had reacted to the growing discussion and tightening demands and
license conditions of authorities by slowly investing in technology and ceasing to use certain
chemicals such as mercury as a fungicide, and decreasing wastewater emissions’”. Also air
emissions, such as those of sulphur dioxide and reduced sulphur compounds, had been
discussed and the demands tightened, as researchers and media had reported forest deaths in
Central Europe, allegedly caused by acid rains following sulphur emissions’. The P&P
corparations had invested in technology to decrease these emissions as well”®. The demands to
decrease sulphur emissions had even been one of the reasons, besides production efficiency
reasons, behind the P&P corporations giving up on sulphite pulp mills and shifting to a whole
different technology, sulphate pulp mills, especially from the 1970s onwards™.

Nevertheless, the relationship between the managers of the P&P corporations and the
regional and national autharities had been and was at the beginning of 1980s quite cooperative
with regard to environmental protection. Generally, the tightening of demands was planned
simultaneously with the plans to develop and introduce new technology, in cooperation with the
industry managers and authorities. Also, license conditions for individual mills were set and
different kinds of special permissions were given on various grounds, compensating e.g. for the
age, products, and location of the mill, the population and employment situation of the locality
(the mills were often very important local employers), the condition of the waters, as well as the
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reasonableness of possible investments to lower the emissions. It was particularly important not
to set such strict license conditions that the economic viability of an existing mill would suffer
due to the cost of the required investments, jeopardizing the tax income and employment
situation of the local municipalities. Further, obedience to the licenses was not controlled much.
There were particularly frequent individual one-off emissions, which could at a stroke make it
quite meaningless whether a mill was possibly operating below daily emission limits for the other
364 days of the year. Also, the penalties for violations of the license conditions and the law were
mild.®’

In the early 1980s, the discussion was still continuing to grow, with environmental activists
and local people arranging activities, demonstrations, and petitions due to certain environmental
concerns. The demands by authorities and license conditions, as well as control of their
implementation, continued to be tightened as well. Concerning water protection, this was
happening, for instance, in relation to a new pulp mill that Metsa-Botnia and its majority owner
Metsaliitto Cooperative was building in Adnekoski, Central Finland. Other individual P&P
corporations involved, through ownership arrangements, were paper-producing corporations
Metsaliiton Teollisuus, G.A. Serlachius Corp., and Nokia Corp. When announcing the project,
Metsa-Botnia’s managers commented that environmental emissions would be considerably
decreased due to the new mill, to only about 20 percent of the total burden of the mills to be
closed down.” But the corporation's statements about the emission levels were not enough for
some local environmental activists, people, and authorities, living by the water system below
Adnekoski leading to lake Paijanne. They had experienced fish deaths and the smell of the water
for decades and did not believe that the emission levels would stay at the promised levels.® In
the "Paijanne Puhtaaksi”-movement (“Clean Paijanne”), local environmental activists and people
campaigned heavily with events and in regional and national media for tighter licence conditions
and for certain technologies to be adopted by the mill. In early 1983, local activists even
organized a petition and gathered about 140,000 names locally and nationally to support the
requirement for more effective cleaning of the wastewaters of Adnekoski mills. The petition and
the whole project was being widely discussed and covered by media, particularly between the
summer of 1982 and the spring of 1984.%* Eventually, the authorities set tighter license
conditions than what Metsa-Botnia had initially proposed, in terms of e.g. emission levels and
also in terms of the technologies to be used in the production process. Metsa-Botnia would
choose a process that would save raw material, sort out by-products, and clean the waste
waters about as well as was feasible with the technology that was available at the time®. The
control of the implementation of the license conditions would be tighter as well*.

In the early 1980s, there was also some discussion emerging about the environmental
friendliness of forestry methods and some regulations were set. For instance, in the “Hattuvaara
movement” in 1980, environmental activists and some local people tried to prevent the aerial
spraying of a coppice area by The Finnish Forest and Park Service, a governmental organization
which sold wood to P&P corporations. The activists placed themselves on the runway after some
researchers had reported that the herbicides used were toxic and berries picked from coppice
areas that had been sprayed could not be eaten. The particular spraying was conducted but later
The Finnish Forest and Park Service stopped the sprayings.” Some P&P corporations continued
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aerial sprayings, which was again met by demonstrations against them by environmental
activists, e.g. in 1985 in the Kainuu area where Kajaani Corp. was conducting sprayings. The
corporation made no concessions, which was found somewhat unacceptable by the local people
and the general public. Eventually, authorities set up regulations and laws restricting aerial
sprayings.®

So, in the early 1980s, the P&P corporations were reacting to the growing discussion and
tightening demands and license conditions of authorities by gradually investing in technology
and ceasing to use certain chemicals to decrease waste water emissions. There were reactions
also to some extent with regard to air emissions and forestry methods. Managers were even
somewnhat interested in communicating, particularly to local people, an image of their
corporations as being concerned about environmental protection. For instance, concerning the
above example, Metsa-Botnia’s managers were actually right from the beginning prepared, as
well as planning, to build a mill with much lower emissions than what they initially announced,
but only announced higher emission levels — so that they could later have the image of being
consentful to tighter demands of environment-protection when “agreeing” to the initially
planned ones®.

Also, the relationship between the managers of the P&P corporations and the regional and
national authorities were in the early 1980s quite cooperative with regard to environmental
protection. Managers were consenting to the tightening of license condition demands, but they
were planned in good cooperation with the authorities, simultaneously with the planning of
development and introduction of new technology by the corporations and their mills. Actually,
some authorities were even aware of the above “announcement trick” by Metsa-Botnia®. And
finally, even if managers were somewhat interested in the image of their corporations when it
came to environmental protection, they were interested in it mostly in relation to local people
living near the mills, and the general public — not in relation to e.g. customers. All in all, the
environmental issues were not, in the early 1980s, any critical or acute concern to the P&P
corporations or their managers — particularly not concerning doing business with customers.
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6 New management interests (in corporate
branding) amidst black-boxing of the taken-for-
granted by the early 2000s

In this Chapter, I describe how different managers of the Finnish P&P corporations
came to have - amidst the process of black-boxing of the five taken-for-granted
aspects of shareholders, shareholder value, and share price; differentiation in the
market; selling own products; international expansion; and environmental
responsibility issues - interests which would later become management interests in
corporate branding [ml’s] and be served by, or translated to, management practices
of corporate branding [mP’s]. Basically, I describe the developments related to the
aspects, or their black-boxing, as involving various specific management interests -
some of which would later become management interests in corporate branding
[mlI’s] -, as well as various concrete “mobilizations” made by the corporations,
their managers, and other actors. This is illustrated in Figure 2 (Structure and logic
of Part III, p. 81), as well as Figure 1 (Structure and logic of Parts IIl and IV, p. 18),
with “Mobilizations” and “Interests” following each other inside the five grey
horizontal block arrows originating from the grey boxes related to the aspects “Not
(yet) taken for granted” in the early 1980s”. As the description shows, managers
came to have some of the interests which would later become management
interests in corporate branding [ml’s] earlier and some later but all by the 2000s.

I make the description in five sub-chapters 6.1-6.5, which correspond to the
five aspects. However, there is an exception concerning “differentiation in market”
and “selling own products”. I found it difficult to describe the longer-term
developments related to these two aspects in separate sub-chapters due to their
wide interdependencies. This spoke for describing them in one chapter. On the
other hand, describing them in one chapter would have made this chapter very
long and additionally I found that the description could naturally be divided to
two somewhat distinguishable developments, reflecting “differentiation of
products” and its relationship to “selling own products”, on the one hand, and
later “selling own products” and its relationship to “differentiation beyond
products” on the other. Thus, I eventually ended up dividing the description into
sub-chapters (6.2, 6.3) according to these two developments. Nevertheless, as there
remain interdependencies also with the present sub-chapters, I make cross-
references across the sub-chapters to point out these interdependencies.

When it comes to the black-boxing and longer-term developments, I describe
all the mobilizations of entities - be they mobilizations realized by the corporations
or managers or some other mobilizations - under the subheadings
“Mobilizations”®!. The mobilizations refer to how different entities actually acted
on each other and made each other act. On the other hand, I describe the interests
managers came to have and the translations of management interests under
subheadings “Interests in...”. The interests refer to managers’ visions of the world,
involving visions of how certain entities (the corporation or some other entity)
should be made to act (“managers became more interested in having x do y/doing
v to w”), as well as definitions of certain related entities and how they would make
each other act. Importantly, when describing the alternating “mobilizations” and

91 See section 4.2.2 (Description in Part III, p. 67) and particularly “Objectives in analysis and in writing the description

(p. 69) for more details on how the description was written on the basis of the analysis of the data. See also section “Use of ANT
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“interests”, I especially highlight particular interests that managers came to have
towards and by the early 2000s. These particular interests of different managers
were among the interests that would later become management interests in
corporate branding [ml’s] and be served by, or translated to, certain management
practices of corporate branding [mP’s] in the Finnish P&P corporations - the
translations to be described in Part IV. In Figure 2 and Figure 1, these interests are
illustrated by the thin vertical arrows that raise certain highlighted interests up
from the grey horizontal arrows to a set of “Management interests (in corporate
branding) [ml’s]” (by the 2000s). In the description of this Chapter 6, it is the
following 14 management interests of corporate branding [mlI’s] that are identified
and highlighted:

> Chapter 6.1 Shareholders, shareholder value, share price

> [ml#1] Increasing investor awareness of the corporation as a paper and board company

> [ml#2] Communicating a clear and focused portfolio of core products and businesses to
investors and analysts

> [mI#3] Emphasizing the corporation’s brands to investors and analysts

> [ml#4] Signalling renewal to analysts and investors

> Chapter 6.2. Differentiation of products and Selling own products
> [mI#5] Developing and maintaining strong product brands and brand families

> Chapter 6.3 Selling own products and Differentiation beyond products

> [ml#6] Emphasizing to customers the corporation’s offering of a wide product range rather
than that of individual products

> [ml#7] Emphasizing to customers the corporation’s offering of large volume supply
reliability rather than that of products

> [mI#8] Increasing (direct) customer awareness of the corporation as a paper and board
supplier

> [ml#9] Emphasizing to customers the corporation’s offering of services rather than that of
products

> [ml#10] Having employees adopt a way of working with initiative and a proactive
customer-helping attitude

> [ml#11] Emphasizing to customers the corporation’s offering of solution help rather than
that of products

> Chapter 6.4 International expansion
> [mI#8] Increasing (direct) customer awareness of the corporation as a paper and board
supplier (continued)
> [ml#12] Increasing potential employee awareness of the corporation

> Chapter 6.5 Environmental responsibility issues
> [mI#13]  Communicating an image of the corporation’s behaviour as environmentally and
socially responsible
> [mI#14] Having employees adopt a way of working with an environmentally and socially
responsible attitude

Note that when eventually arriving, amidst the written description, at describing
managers coming to have a certain interest which would later become management
interest in corporate branding [mlI] and be translated to certain management
practices of corporate branding [mP’s], I highlight and make the description of this
particular interest stand out from the rest of the description with distinct typeface, or
font. Then I later use the same typeface in Part IV when describing the management
practices of corporate branding [mP’s] and the translation of management interests
in corporate branding to them [mI’s>mP’s]. The following illustrates the different
typefaces used:

Mobilizations. {0 acted}... {0 had effect M}...

Interests in {having x1 do y1/doing v1 to w1}. Recognizing {M}, CEQs/ Directors/
marketing managers/ human resources managers/ financial managers/ sales managers/ line
managers/ etc. became more interested in {having x1 do y1/doing v1 tow1}. ..
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Moreover, {having x1 do y1/doing v1 to w1} would be a translation of {having e do f/doing
gtoh}and<{havingidoj/doingktol}...

Mobilizations. The management interests in {having x1 do y1/doing v1 to w1} were strong, as
{P and R were done (by the corporations/managers}
{P and R had effect B}...

Interests in {having x2 do y2/doing v2 to w2}. The CEOs/ Directors/ marketing
managers/ human resources managers/ financial managers/ sales managers/ line managers/
etc. became more interested in {having x2 do y2/doing vZ to w2}. {Having x2 do y2/doing v2 to
w2} would be one translation of {having x1 do y1/doing v1 to w1}. ..

Moreaver, {having x2 do y2/doing v2 to w2} would be a translation of ...

[management interest (in corporate branding) ml#n]
{Having x3 do y3/doing v3 to w3}
Interests in {having x3 do y3/doing v3 to w3}. Marketing/ human resource/ financial/ top/

sales/... managers became more interested in {having x3 do y3/doing v3 to w3}... {Having x3
do y3/doing v3 to w3} would be a translation of {having x2 do y2/doing v2 to w2}...

Mobilizations. The management interests in {having x3 do y3/doing v3 to w3} were strong, as
the corporations {did Q}...

The sections of the above kind ([management interest (in corporate branding)
ml#n]), highlighting and describing those interests of different managers which
would later become management interests in corporate branding [mlI’s] and be
translated to certain management practices of corporate branding [mP’s], are
scattered along the sub-chapters 6.1-6.5. As implied above, in the sections, I also
describe some (example) “mobilizations” by the corporations (other than actual
management practices of corporate branding [mP’s] to be described in Part IV)
made with these management interests (in corporate branding) being strong.

When describing “interests” of different managers in this Chapter, my focus is
on describing managers coming to have them more strongly after the recognition
of certain mobilizations related to the aspects of longer-term developments and
their effects and as further translations of these interests. This does not mean
claiming that the interests would not have existed at all without or before the new
mobilizations or been translations of any other interests than those described. To
remind the reader of this, I use, in the description, expressions such as “recognizing
{effect of mobilization M}, ...managers became more/more strongly interested in
{having x1 do y1/doing v1 to wl}” and “{having x2 do y2/doing v2 to w2} would
be a/one translation of {having x1 do y1/doing v1 to w1}”. In addition, I often
describe some other interests, which were not directly related to the ones managers
came to have after recognizing mobilizations related to the aspects of longer-term
developments and their effects or as their further translations. There, I use
expressions such as: “Moreover, {having x1 do y1/doing v1 to w1} would be also a
translation of {having e do f/doing g to h [N]} and {having i doj /doing k to 1 [O]}".
This also serves to remind the reader that even if it would be the mobilizations
related to the aspects of longer-term developments after which certain interests
became stronger, the interests could also be made stronger by other mobilizations
or be strong as translations of other interests, e.g. of [N] and [O].
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On the other hand, particularly when describing the “mobilizations” of entities
realized by certain corporations or managers, I am not able to exclusively describe all
the interests behind them - or suggest that they were instances or component
entities of only those management practices I describe some managers to have
become interested in. To remind the reader of this I use expressions such as: “The
management interests in {having x1 do y1/doing v1 to w1} were strong, as {P and
R were done (by the corporations/managers)}”. In other words, I would remind
the reader that it could be possible that “P” and “R” were mobilized also with other
interests than “having x1 do y1/doing v1 to wl”, or that “P* and “R” could involve
component entities or instances of also some other management practices in which
the management might be interested than of “having x1 do y1/doing v1 to w1”.

Furthermore, to understand the sub-heading structure above the sub-heading
level of “Mobilizations” and “Interests to...”, recall that one of my objectives in the
research was to identify “preconditions” for corporate branding in the Finnish P&P
corporations. The preconditions would be (1) various intermediate outcomes
related to the aspects of longer-term developments or, particularly, (2)
management interests further behind the “immediate” management interests in
corporate branding. Now, whereas in the Description of this Part III, the latter are
reflected in the sub-headings “Interests in...”, the former I chose to have reflected in
the sub-headings at the level above the sub-heading level of “Mobilizations” and
“Interests in...”. In other words, of the preconditions for corporations -
summarized in section 13.1 in Part V -, those intermediate outcomes of the longer-
term developments which are not management interests behind the “immediate”
management interests in corporate branding, are reflected in the sub-headings of
Part III at the level above the sub-heading level of “Mobilizations” and “Interests
to...”. With regard to the above example, this kind of sub-heading could refer to,
for instance, “B”. On the other hand, note that when it comes to those intermediate
outcomes of the longer-term developments which are management interests
behind the “immediate” management interests in corporate branding (2), I could
consider e.g. “having x2 do y2/doing v2 to w2” of the above example as a
precondition for corporate branding. Management interests of this kind are also
listed among the preconditions for corporate branding summarized in section 13.1
in Part V.

Finally, along the Description of this Chapter 6, I illustrate and provide
“evidence” of the mobilizations and interests by citing different managers
interviewed from different corporations, both executives and other managers.
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6.1 Shareholders, shareholder value, share price

6.1.1 Restrictions to foreign credit capital removed — Dependence on
domestic banks on capital decreasing

Mobilizations. Since the early 1980s, many deregulations of the Finnish financial market were
realized. Many of the deregulations made the funding of banks easier and increased the supply
of maoney. In 1980, forward exchange dealing was transferred from the Bank of Finland to
commercial banks, which increased the liquidity of the financial market, as the banks started to
cover deals made with companies by importing capital. In 1982, banks were allowed to issue
their own certificates of deposit. And most significantly, a change made in 1986—1987 enabled
banks and companies to take long-term foreign loans.”

On the other hand, deregulations also increased competition between banks in Finland and
removed cartels maintained by them. In 1982, competition somewhat increased, as the first
foreign banks were allowed to begin operations in Finland. In 1983—1987, the competition,
particularly for crediting households and small and medium-sized companies not belonging
strongly to certain bank spheres, increased considerably, as regulation of loan interest rates was
removed. And at latest in 1986—1987, the competition really took off, also for credits of the
largest companies, as restrictions on long-term foreign loans were removed. Namely, not only
banks but also other companies were allowed to take long-term loans abroad. So, since the mid
1980s, banks were increasingly active in selling loans and competing with the price of credit, or
interest rates. Actually, the CEOs of the Finnish banks, particularly KOP's Lassila and SYP's Tiivola
—who were, at the same time, Directors of many of the P&P corporations and influential power
persons of KOP's and SYP's spheres (see p. 83) — also had more and more personal rivalry as the
competition between their banks increased.”

Note that the deregulation that allowed the companies to take long-term currency loans
also enabled P&P corporations to take long-term loans from abroad. The corporations could shift
their loans and money transactions to foreign banks and there was a possibility that the Finnish
banks would start to lose these important customers. The dependence of these corparations and
their managers on the banks would decrease and the power the banks had on the corporations
would diminish. Particularly, the power KOP had over the P&P corporations in its sphere, such as
UPM and Rauma-Repola, and SYP had on those in its sphere, such as Kymi and Kaukas, would
diminish. Actually, this would mean that bank power spheres would somewnhat dissolve.

Interests in buying loans from foreign banks since the mid 1980s. Recognizing
the new opportunities of buying loans from foreign banks in Finland and abroad, the CEOs and
financial managers of the Finnish P&P corporations were increasingly interested in forming
relationships also with foreign banks and buying loans from them®

Mobilizations. Nevertheless, the Finnish banks offered the P&P corporations loans with
increasingly favourable terms, financed with the inexpensive funding which the banks could
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obtain from the international markets with their fairly high own debt ratings®. They let the high
indebtedness of the corporations raise the interest rate demands less than mast foreign
creditors. They committed to crediting the corporations this way also in recessions, from which
the corporations more or less reqularly severely suffered, operating in a very cyclical industry —
even at the cost of the banks own profitability®®. Also, they offered new financial instruments
and banking information technology to the corporations®’.

Moreaver, the banks offered financing for the foreign investments the corporations made
abroad, through the foreign subsidiaries they had been allowed to establish in the year 1984
deregulation® These subsidiaries arranged financing e.g. for the P&P corporations’ foreign direct
investments — like KOP's subsidiary in London, opened in 1984, for UPM’s large investment in
building a paper mill in Shotton, UK*. Actually, the Finnish banks could, with their foreign
subsidiaries, also finance some high-risk investments of some of the most important customers
of the P&P corporations, such as those of Rupert Murdoch’s and Robert Maxwell's media
empires'®.

The Finnish banks also held their significant ownership in the P&P corporations —
particularly KOP and SYP in e.g. UPM and Kymi — directly and through other corporations in the
spheres. To some extent, this justified the positions of the bank managers in the Boards of the
P&P corporations. On the other hand, the banks let top managers of the P&P corporations keep
their positions in the Boards of the banks. And the managers of the banks put effort into sharing
information, having friendships, and making reciprocal favours towards the top managers of the
P&P corporations. The favours could even concern their personal loans, granted by the banks
with highly favourable terms'".

Interests in having the corporation stay as a customer to and keep a major
share of their loans in Finnish banks in the 1980s. Recognizing the favourable
offerings of the Finnish banks, the CEOs and financial managers of the P&P corporations
remained interested in having the corporations stay as customers to the banks and keep a major
share of their loans with them. The managers would still let the Finnish banks and their top
managers exert considerable power on the P&P corporations. On the other hand, the top
managers of the banks —who were still Directors of some of the P&P corporations and influential
power persons in their spheres — were also interested in having the corporations keep major
share of loans in their own banks.

6.1.2 Mergers of individual P&P corporations within the capital
spheres — Corporations becoming large

Mobilizations. In 1984, KOP and its CEO Jaakko Lassila arranged a surprising share issue.
SYP's CEQ, Mika Tiivola, felt that Lassila had violated a gentlemen’s agreement that the banks
had had about arranging share issues by turns. The 1984 share issue was the second in a row
for KOP'™. Personal malice, suspicion, and rivalry between Tiivola and Lassila increased. This
added to the personal rivalry stemming from the increased competition of the banks. Further, in
1985, SYP and Tiivola took over a smaller commercial bank, Helsingin Osakepankki (HOP), which
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resulted in a drift of KOP and SYP's common credit institution, Suomen Teollisuuspankki, to SYP's
sphere against Lassila's will'®. Personal malice, suspicion, and rivalry between Tiivola and

Lassila further increased. Also in 1985, SYP and SKOP, the commercial bank of the largest retail
bank chain in Finland, established an exchange for option dealers, Suomen Optiomeklarit, and
left KOP outside the project. Lassila interpreted this as chicanery and personal malice, suspicion,
and rivalry between Tiivola and Lassila increased again'™. This setting was something new, since
the earlier CEOs of KOP and SYP had had warm personal relationships.

Mobilizations. Inthe early 1980s, paper machines built by producers in North America and
Central and Western Europe were increasingly wide, high-speed, and cost-efficient, bringing
production unit costs down. The investment cost per ton of a large unit, such as a pulp line or
paper machine, would be lower than for a similar unit of small or medium size. Manufacturing
costs per ton of output would often also be lower for a large unit: e.g. wages and salaries might
be numerically on the same level regardless of the size of a new line because the number of
personnel was approximately the same but, due to larger output, the costs per ton were lower
for the large unit."™ Generally, paper and board producers around the world would pass their
lower costs on to the customers. Lowest cost producers would often be the leaders of the market
prices of the standard products and, especially, during recessions when prices usually
decreased, the bottom would often be equal to the cash costs (variable manufacturing costs +
transportation costs) of the lowers cost producers'®. Since the Finnish P&P corporations were
producing the same standard products and selling them for the same market prices, their cash
flows would be weaker to the extent that they had machines that were not cost-competitive.
New machines being built, there could also be overcapacity in the standard products, their
excessive supply to the markets, and increased international competition, further decreasing the
market prices'”.

Furthermore, the oil crises in the late 1970s and early 1980s increased transportation costs
from Finland to the customers in e.g. Central Europe. Labour and wood costs also increased in
Finland'®. In addition, American and Western European P&P corporations, as well as Swedish
ones, had started to grow through mergers and acquisitions, gaining synergy benefits and
further weakening the cost-competitiveness of the Finnish P&P corparations. A well-known and
trusted Finnish P&P industry consultant, Jaakko Pdyry Corp., even declared that a turnover of one
billion dollars was a necessary condition for the viability of a P&P corporation — few of the Finnish
corporations were above this. Moreover, the corporations had large debts, having attempted to
stay with the trend of making ever larger investments in ever larger machines. The interest costs
were substantial due to the high general interest level, further making the cost burden on the
corporations heavier. And the situation was not made any easier by the fact that the costs were
incurred mostly in Finnish mark but revenues came in foreign currency due to the heavy reliance
on expoarts. Namely, the values of the currencies in which customers were invoiced were, in the
mid-1980s, at a low level relative to the Finnish mark, resulting, again, in further cost
disadvantage. This was particularly since the Finnish government seemed unwilling to devaluate
the mark any more, even if they traditionally had tended to do this to improve the
competitiveness of the Finnish P&P corporations. By the mid-1980s, all this detracted from the

103 Kuisma (Markku) 2004, pp. 339, 367-368.
Moilanen, Panu (1996), “Kampin peilisalista Savoyn juhlakerrokseen” [online]. University of Jyvaskyld, Jyvaskyld, Finland.
http:/ /www.cc jyu.fi/ ~pjmoilan/kop.html (Accessed 10.10.2005).

104 Vihola 2000, p. 296.

105 Diesen 1998, p. 142.

106 Diesen 1998, pp. 133-135.

107 Rohweder 1993, p. 15.

108 Interviews (e.g. with Rehn 23.8.2005).

102



PART Ill: 6 New management interests (in corporate branding)... by the early 2000s

6.1 Shareholders, shareholder value, share price
cost-competitiveness of the Finnish P&P corporations, since they would have to still sell the
products for prices set by lower-cost producers. The cash flows would be weak.'™

Interests in planning and realizing mergers of P&P corporations within the
spheres in the late 1980s. Recognizing the problems related to cost-competitiveness,
investments, and cash flows, the top managers of individual P&P corporations, and the power
persons of the spheres became more interested in planning and realizing mergers of the P&P
corporations, particularly within the spheres, which were basically four in number (see p. 84).

Rauma-Repola Deputy CEQ, Pekka Rantala, to KOP CEQ, Jaakko Lassila, /in
7984”0.'

The forest industry operations of these corporations [UPM, Rauma-Repola, and Kajaani] must be
contemplated as one whole...

Enso CEO, Pentti Salmi, /n 7987""":
Afinal solution with four companies would be quite good — and likely.

Particularly for the power persons of the bank spheres, the mergers would be a translation of
backing up the corporations doing worse and ensuring the pay-back of their credits to the banks,
as the corporations could have such a heavy cost structure that their operating margin and cash
flow were hardly positive enough to afford them to pay, on their own, the interests and principals
back to the banks. On the other hand, the mergers would be a translation of enabling the P&P
corporations, even healthier ones, to make larger investments as their size would grow.'"?

Moreover, the mergers would be a translation of having more reasonable investments
made, as there would be fewer corporations making investment decisions that would potentially
create overcapacity. They would also be a translation of gaining synergies by vertical integration,
as sawmilling and pulp production, on which some corporations concentrated solely or more
than others, would be integrated to the paper production of the other corporations. The saw
milling would provide wood chips and pulp production pulp for the paper production. As pulp
production would be integrated to and serve the paper production, the mergers would be a
translation of decreasing vulnerability to fluctuations in pulp prices, too. Further, they would be a
translation of gaining synergies through production specialization, as each paper and board
machine of a merged corporation would specialize in the production of certain product grade,
enabling longer production runs and lower costs. And they would be a translation of gaining
synergies from common wood procurement, as wood cost could be lowered.'™

Beyond the problems related to cost-competitiveness, investments and cash flows, the
mergers would be a translation of better fighting business cycles and fluctuations in paper
prices, as the merged carporations would produce larger ranges of products, with somewhat
differing price developments. The mergers would also be a translation of better enabling the
corporations to set up their own international sales network and leave the sales associations or
prepare for their dismantling, as the merged corporations would have wider product ranges and
larger production capacity (see section 6.3.1).""* And, for the managers of the corporations in the
agri-capital sphere and their power persons, the mergers would be a translation of capturing the
wood procurement of as many corporations as possible and enabling the forest-growers owning
the corporations to sell their wood for as good a price as possible.'”
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Finally, again particularly for the power persons of the bank spheres, the planning and
realizing of mergers, especially within the spheres, would be a translation of the interest in
having the corporations stay as customers to the banks and in not losing them to banks of other
spheres'"®. But also, the mergers would be a translation of the sphere power persons” interest in
winning a competition for which person and from which sphere would get to decide how the
strategic restructuring and mergers of Finnish P&P corporations would happen and would be
able to create the biggest P&P corporation as the flagship of the sphere. And this was an interest
not only for the power persons of the bank spheres but also for those of other spheres.""’

Interests in making ownership arrangements of Finnish corporations in the
late 1980s. Inthe 1980s, the power persons of the spheres were also interested in making
ownership arrangements with the shares of Finnish large corporations in general — not only
when it came to the P&P corporations and merging them. This would be one translation of the
sphere power persons’ interest in winning a competition for which person and from which
sphere would get to decide how the strategic restructuring and mergers of large Finnish
corporations, in general, including even the large banks, would happen. It would also be a
translation of their interest in obtaining or retaining personal power, or fighting against the fear
of losing it.""® These were interests of all the spheres and their power persons but particularly of
those of the commercial banks, KOP and SYP, whose CEOs had the increased mutual personal
malice, suspicion, and rivalry. Besides, particularly for them, making ownership arrangements
with the shares of Finnish large corporations was also a translation of retaining large customers
to their banks and not losing them to banks of other spheres'™.

Moreover, making ownership arrangements with the shares of Finnish large corporations
would be a translation of pursuing quick capital gains in the ever more liquid Finnish stock
market by exploiting the fear of losing power which the acquisition of a significant share, or
corner, of a corporation of another sphere would cause in the actors of that sphere. This would
be an interest for not only the power persons of the spheres but also for various stock
speculators.

Finally, when it comes to KOP's CEO Lassila and SYP's CEQ Tiivola, who felt personal malice,
suspicion, and rivalry towards each other, the ownership arrangements with the shares of
Finnish large corporations were actually also a translation of winning a competition for which of
the two would be the most powerful person in Finnish business life'?. On the other hand, in the
State’s sphere, the ownership arrangements would often be a translation of advancing certain
region-political interests of party politicians. With the State ownership in certain corporations,
politicians could better ensure e.g. that these corporations would continue to create labour
demand in certain regions of the country.

Mobilizations. The interests in planning and realizing mergers of the P&P corporations,
particularly within the spheres, and in making ownership arrangements of Finnish corporations
were strong, as many merger and ownership arrangement plans were made and realized in the
1980s. Particularly the power persons of the spheres, including e.g. Jaakko Lassila of KOP's
sphere and Mika Tiivola and Casimir Ehrnrooth of SYP's sphere; CEQs of Enso and various
politicians in the State's sphere; and managers of Metséaliitto Cooperative and various center-
party politicians in the agri-capital sphere started to force mergers of the P&P corporations
belonging to their spheres — more or less with the consent of the CEQs and other managers of
the corporations themselves. Also, various ownership arrangements with the shares of the P&P
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corporations and other Finnish large corporations were advanced by them, as well as by some
speculative investors. The speculators, such as Hannes Kulvik, Pentti Kouri, Peter Fryckman, Taito
Tuunanen, and Henrik Kuningas, were after quick capital gains from share operations and
brokerage and were also needed as dummies in the banks’ share operations, as regulations
restricted banks’ ownership in corporations to 10 percent''.

In 1984, there were already plans in KOP to merge the three large P&P corporations of the
sphere, UPM, Rauma-Repola, and Kajaani, during the following years'®. But there was also a
more determined attempt at mergers in KOP's sphere in 1984, when KOP and Lassila tried to
merge Kajaani with two other corporations in which KOP had significant credit risks, Oulu Corp.
and Kemi Corp., into a corporation called “Pohjolan Paperi” {"Nordic Paper”) in 1984-1985.
However, the attempt was not successful, largely due to resistance of the social democrat
politicians of the State’s sphere — the regional-political interests were particularly strong here.
The politicians were opposed to the merger, since Oulu and Kemi also belonged partly to the
State's sphere, through state-owned Veitsiluoto owning half of Oulu and the State directly
owning half of Kemi. Kemi even belonged partly to the agri-capital sphere, Metséaliitto owning
almost half of it.

Soon after the rivalry-increasing HOP case (see p. 101), in December 1985, SYP's sphere,
led by Mika Tiivola and Ehrnrooths, merged Kymi — which had been merged with the mechanical
and electrical engineering corporation Stromberg in 1983 — with Kaukas, whose CEO Casimir
Ehrnrooth was'”. SYP also succeeded in merging to the same corporation a family-owned
corporation, Schauman, which was less tightly part of its sphere but had Gay Ehrnrooth, brother
of Casimir, as its CEQ'*. Namely, in December 1985, soon after the decision on the Kymi-
Stromberg—Kaukas merger, Kaukas acquired up to 45 percent of Schauman, knowing that KOP's
sphere was also planning to make a competing acquisition offer.'”® Later in 1987, Schauman was
definitively merged to Kymmene, which had been formed of Kymi-Stromberg-Kaukas's forest
industry operations after the divestment of Strémberg in 1986'%.

Following the merger of Kymi and Kaukas in SYP's sphere, the other spheres made
competing countermoves around the earlier unsuccessful plan to form “Pohjolan Paperi”. At the
beginning of 1986, the State’s sphere merged Veitsiluoto and Oulu in its sphere by having
Veitsiluoto acquire the other half of Oulu from Kajaani. Kemi, on the other hand, ended up partly
to the agri-capital sphere and partly to KOP's sphere, as the State sold its half of Kemi partly to
Metséliitto and partly to Kajaani, KOP, and other corporations in KOP's sphere.'”” At the same
time with this, there was a merger in the State's sphere, t0o: Enso acquired Tervakoski from the
Bank of Finland. The interest in leaving the sales association Finnpap was particularly strong as
the merger was realized. Growing in size and becoming clearly the largest Finnish P&P
corporation, Enso announced that it would leave the sales association Finnpap and transfer its
newsprint sales, which had been handled by Finnpap, to its own sales network, which it had
been developing for a few decades for some of its products (see section 6.3.4). In Finnpap and
among the other corporations, it was felt that the dismantling of the sales association had now
started.'”

Soon after this, the agri-capital sphere acted further. In the spring of 1986, a merger of
Metsaliiton Teollisuus with a family-owned corporation, Serlachius, was announced. Metsa-Serla
would be formed in a combination merger. This somewhat surprised the other spheres,

121 Kuisma (Markku) 2004, pp. 411, 422-424.

122 Kuisma (Markku) 2004, pp. 361-366.

123 Nisi, Ranta, and Sajasalo 1998, pp. 20-26, 30-33.

Ojala and Pajunen 2006.

125 Nisi, Ranta, and Sajasalo 1998, pp. 20-29, 30-33;

126 Nisi, Ranta, and Sajasalo 1998, pp. 51-54; 72-74.

127 Nisi, Ranta, and Sajasalo 1998, pp. 15-22, 30-34, 35-41; Kuisma (Markku) 2004, pp. 358-361.
128 Nési, Ranta, and Sajasalo 1998, pp. 42-45; Heikkinen 2000, pp. 418-426.

2

105



PART Ill: 6 New management interests (in corporate branding)... by the early 2000s

6.1 Shareholders, shareholder value, share price
particularly that of SYP's, as Serlachius had been close to it." After the merger of Metsaliiton
Teollisuus and Serlachius was announced, KOP's Lassila started, in turn, to plan the merger of
UPM, Rauma-Repola, and Kajaani again. The merger would, however, not be realized yet, largely
since UPM's CEO Niilo Hakkarainen was reluctant to take responsibility for Rauma-Repola’s weak
profitability and large debt. Nevertheless, the plan was not buried for good'’. Besides, Lassila
could make progress elsewhere. Namely, Serlachius, which still before the realization of the
merger with Metsaliiton Teollisuus, at the end of 1986, sold a minority share of another family-
owned corporation, W. Rosenlew, to Lassila’s KOP, which transferred the shares to Rauma-
Repoala. After this, the prominent families owning the majority, von Frenckells and Rosenlews,
agreed to sell the majority of the corporation to Rauma-Repola™”.

Still at the turn of 1986 and 1987, Enso acted further by acquiring the paper, board and
pulp mills, sawmills, and energy production plants of the family-owned A. Ahlstrom Corp. in
Varkaus and selling its mechanical engineering business and packaging plant to this
corporation'*. The sales of the mills were shifted away from the sales associations and to Enso’s
own sales organization, as had happened with Tervakaski.

In 1987, yet another development aggravated the breach between KOP and SYP, or Lassila
and Tiivola, adding to the ill feeling created earlier by KOP's share issues, SYP's takeover of HOP,
and the establishment of the exchange for option dealers. This development related to the
struggle for the ownership of venture companies, Sponsor and Spontel, initially jointly owned by
the Bank of Finland and the banks mentioned'®. Besides the banks, Sponsor's CEQ Hannes
Kulvik was involved in the struggle as a speculator. The rivalry between KOP's and SYP's spheres
was also heating up, as they engaged in complex cornering operations of each others’ stock, as
well as of the stock of the impartant corparations of each others’ spheres. Particularly with the
contribution of Kulvik, SYP engaged in the cornering of KOP and, with other speculators and
SKOP, in the cornering of other important companies in KOP's sphere, such as the insurance
company Pohjola and the P&P corporations Rauma-Repoala, UPM, and Kajaani. This frightened
KOP and Lassila, who engaged in the cornering of SYP, with the help of e.g. Pentti Kouri, Hannes
Kulvik, and Peter Fryckman."

Actually, there started to be some splintering also within the spheres. In the autumn of
1988, it became clear to KOP and Lassila that there had been discussions about forming a new
corporation of the mechanical engineering business of Rauma-Repola and of Tampella, as well
as of some other corporations, such as Valmet, Ahlstrom, and Wartsila. The discussions would
have been led e.g. by SKOP, which had cornered Rauma-Repola and owned a significant share
of Tampella —and possibly SYP, which had also come to own a significant share of Rauma-
Repola. Even Pohjola, KOP's traditionally closest ally would have participated in the discussions,
behind KOP's back.” KOP had to secure its position in both its important customer company
Rauma-Repola and its necessary ally in the restructuring process, i.e. Pohjola.

In autumn 1988, the rivalry between KOP's and SYP's spheres affected the State’s sphere
more directly as well. Jukka Harmala, who was the managing director of KOP's investment bank
and one of the main persons responsible for planning and realizing KOP's actions, was offered
the pasition of CEQ at Enso. Harmala accepted the offer and was appointed CEQ as of the
beginning of September, releasing Pentti Salmi to concentrate on the chairman position of
Enso’s Board." Harmala, who had detailed knowledge of the major rivalry between KOP and
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SYP spheres, as well as of KOP's plans to merge UPM, Rauma-Repola, and Kajaani, further
convinced Salmi and the key politicians governing the company about the necessity of further
mergers in the State’s sphere. Veitsiluoto should be merged with Enso. The politicians should
also approve of reducing the State’s ownership in Enso™’, so that the corporation could use
similar share operations as the corporations of the bank spheres.

On the other hand, in early 1989 KOP could see its position becoming slightly more secure
due to its cornering of SYP, as well its cornering the insurance company Sampo of SYP's
sphere'®. Also, it could see its position as more secure due to the retirement of the personal
adversary of Lassila, Mika Tiivola from the position of SYP's CEQ at the beginning of 1989. KOP
could temporarily concentrate on putting effort into securing the position of Rauma-Repola and
advancing the realization of the plan to merge the P&P corporations of its sphere. Concerned
about the increasingly large corners SKOP and the dummies of SYP's sphere had particularly in
Kajaani, the CEOs of KOP and Pohjola, Lassila and Pentti Talonen, decided to quickly realize the
merger of Kajaani to UPM in February 1989. The CEOs of UPM and Kajaani were somewhat
pressured to consent.™®

Following the merger in KOP's sphere, the national-level politicians and the chairman of the
Board of Enso, Pentti Salmi, in the State’s sphere, began more serious discussions about the
potential merger of Veitsiluoto to Enso. Veitsiluoto was planning to build a fine paper machine in
Oulu, which would make the state-owned Enso and Veitsiluoto directly compete with one
anather in the market and most likely also result in overcapacity. However, Finnpap and the
managers of Veitsiluoto started to realize a secret plan of turning the opinions of politicians, as
well as that of the general public in Northern Finland where Veitsiluoto's mills were located,
against the merger. Veitsiluoto's managers did not want to lose Veitsiluoto's independence and
turn itinto Enso’s production unit and Finnpap did not want another corporation to leave the
association, since this would have been a further step towards its dismantling.'’ Consistent with
Finnpap's and Veitsiluato’s plan, paliticians” interest in regional policy became stronger,
particularly concerning the positive impact of the machine investment to the Oulu region. They
were not yet willing to consent to merging the corporations. '

But the real rivalry continued between KOP and SYP spheres, even at the personal level
between Lassila and Tiivola — Tiivola would still, despite his retirement, be influential in SYP's
Board and, for instance, continue as the chairman of the Board of Nokia, which was a promising
company with a rapidly-growing electronics business unit and whose Board also Lassila was
member of*2. The main struggle would be around the shares of SYP and Sampo, on the one
hand, and the shares of Pohjola and Rauma-Repola, on the ather. Pohjola with its CEO Talonen
was reluctant to go ahead with the idea of combining Pohjola and Sampo and was actually
attempting to distance itself from KOP —Talonen even trying to undermine the position of Lassila
as KOP's CEQ." Eventually, a share trade of enormous scale and scope was realized during the
night of 14.3.1989 between SYP and KOP, with particularly Henrik Kuningas and Pentti Kouri
acting as dummies on the respective sides. The trade concerned the shares of e.g. SYP and
Sampo under KOP's control and the shares of Rauma-Repola, Pohjola, and Nokia under SYP's
control." The trade secured the spheres’ positions, including that of Rauma-Repola in KOP's
sphere. It also enabled the banks to distance themselves from the speculative dummies, who
had become increasingly suspicious, unpredictable and greedy for quick capital gains and
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brokerage. Moreover, KOP and Lassila further secured the links within their sphere by persuading
Pohjola’s Board to fire CEO Talonen who had ceased to cooperate with KOP and Lassila. A new
cooperative CEO, Yrjo Niskanen, was appointed in September 1989 — Niskanen was the CEO of a
life insurance company close to Pohjola, Suomi-Salama, whase cooperation with KOP Talonen
had earlier started to oppose.'®

At the end of 1989, in KOP's sphere, the plan to merge corporations within the sphere was
brought up again: a merger of UPM and Rauma-Repola remained to be done'*®. On the other
hand, in SYP's sphere there were already considerations towards a radical merger across the
spheres of KOP and SYP, i.e. between UPM, which was, unlike Rauma-Repola, a pure P&P
company, and Kymmene''. SYP and the flagship of its sphere, Kymmene, were aware that KOP's
sphere could be planning to form a large P&P corporation of UPM and Rauma-Repola. Moreover,
they had seen the amalgamation of the KOP sphere with the agri-capital sphere in the ownership
arrangement of Kemi in 1986,in their consequent joint venture projects in building pulp mills, and
finally in their establishing of an approximately half-and-half-owned pulp corporation, Metsa-
Botnia, in 1989'.

However, the agri-capital sphere and its flagship company, Metsa-Serla, acted in a way
that surprised both KOP's and SYP's spheres in January 1990. Metsa-Serla had lots of cash, as
KOP had granted a large loan to Metsa-Serla for the acquisition of a British P&P corporation, UK
Paper, but the acquisition attempted in 1989 had not succeeded. The agri-capital sphere with
Metsa-Serla’s main owner, the forest-owners” Metsaliitto Cooperative, was looking for ways to
expand. Metsaliitto feared that it would stay alone on its own, as the other spheres were
merging their own P&P corporations into large units and did not show interest in it. Moreover,
they had a particularly strong interest in increasing the demand for the forest-owners” wood and
acquiring paper production capacity to process the wood. So, Metsa-Serla acquired almost a
third of the shares of UPM within a short period of time, trying to corner it, and became its
largest shareholder'. This stopped considerations of a merger between UPM and Kymmene'™.
Due to the activity of Metsa-Serla and in order to secure the positions of KOP's sphere, KOP and
Pohjola started to acquire shares of UPM for any price and set up a directed issue of UPM shares
to the other sphere corporation, Rauma-Repola. Next, a merger of UPM and Rauma-Repola was
announced, on March 7th.

Shortly after the announcement of the merger between UPM and Rauma-Repola, on March
9th, Kymmene and its CEQ Casimir Ehrnrooth announced that Kymmene would leave the sales
association Finnpap. Having started up a new LWC mill, Caledonian Paper, in Scotland in 1989
and being in the process of completing the joint acquisition of a French company, Chapelle-
Darblay, with the Swedish STORA — making Kymmene a significant newspaper producer and
bringing in further LWC capacity"' — Kymmene felt it had enough production capacity and such
a variety of products that it could shift the sales of the its products produced in Finland ta its own
sales organization (see section 6.3.4)."?

Metsa-Serla first prevented the merger of UPM and Rauma-Repola from happening in the
General Meeting of shareholders of UPM in April 1990. However, negotiations between KOP's
sphere and the agri-capital sphere went on. Even a merger of Rauma-Repola, or its P&P
business, UPM, Metsa-Serla, and the jointly-owned Metsa-Botnia was negotiated. But KOP's
sphere was not willing to realize this merger, mainly because it would have meant accepting
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wood procurement contracts demanded by Metsaliitto. KOP's sphere did not want to restrict the
future wood procurement and operations of the new corporation by committing to guarding the
interests of Finnish forest-growers owning a significant share of voting rights in the corporation.
Eventually, in June 1990, KOP's sphere was able to obtain Metsaliitto’s consent for the
originally-planned merger of UPM and Rauma-Repola by agreeing to give protection to its
minority shareholding in the new corporation, Repola, and by promising to set up a team that
would investigate the possibility of closer cooperation and a potential later merger across the
spheres."™ Also, KOP would give Metséliitto easier access to debt capital™".

All'in all, the merger activity that occurred mainly within the spheres little by little led to
there being basically four large P&P corporations left in Finland in 1990, one in each of the four
spheres. Figure 4 below illustrates the most important mergers and acquisitions of Finnish P&P
corporations between 1985 and 1990 and Figure 5 the situation in 1990. In 1990, UPM was the
flagship of KOP's sphere, although after the merger with Rauma-Repola, it was actually part of
the Repola conglomerate, which also included mechanical engineering business. Kymmene was
the flagship of SYP's sphere and Metsa-Serla that of the agri-capital sphere. In the State’s
sphere, the flagship was Enso. The only exception was the State’s sphere, where attempts to
merge Veitsiluoto to Enso had not so far been successful. On the other hand, somewhat outside
the four spheres, there was Tampella with its P&P business, whose major owner was SKOP™ as
well as Myllykoski and Kyro, independent family companies with P&P businesses. Furthermore,
there had been some mergers and acquisitions and attempts at them across the spheres,
particularly from the side of the agri-capital sphere. For instance, Metsaliiton Teollisuus was
merged with a family-owned corporation, Serlachius (1986), having somewhat belonged to SYP's
sphere, and a new corporation, Metsa-Serla, was formed. Later, Metsa-Serla tried to acquire
corporations from the other spheres, such as UPM from KOP's sphere, but did not succeed in
breaking the spheres. However, with the corner of UPM/Repola, as well as with some joint
venture projects (e.g. Metsd-Botnia), Metsa-Serla and the agri-capital sphere became close to
KOP's sphere and Repola'™®.
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Figure 5: Finnish P&P corporations and capital spheres in 1990.
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6.1.3 Risk concentrations of domestic banks and decreasing rivalry
between the capital spheres

Mobilizations. The deregulation of the Finnish financial market made by 1987 resulted in
increased supply of money to the banks and their starting to compete for selling loans to Finnish
households and corparations — with the exception of some large corporations, like UPM/Repola
and Kymmene, which remained in their respective spheres and largely kept their loans in the
sphere banks. Besides the expanding crediting by Finnish banks, companies could now take
currency loans from abroad. And the advanced information technology made movements of
money agile, further increasing liquidity™’. Amidst the fierce competition for market share, the
Finnish banks, particularly their smaller subsidiaries, granted credit open-handedly, paying little
attention to debtor risks.”®® Stock and real estate, whose prices seemed to be ever-increasing,
were widely accepted as collaterals — often to finance businesses of stock speculation or real
estate construction themselves, which became popular'. For instance, crediting by SYP
expanded 55 per cent in 1986—1990 and that of KOP almost 80 per cent'®”. The national
economy overheated, largely due to the increased supply of money. Stock and real estate prices
kept soaring, as banks' financing of trade in these areas expanded rapidly.

In Spring 1989, soon after the high-volume cornering transactions by e.g. KOP, SYP and the
dummies which had pushed stock prices further up had ended, stock prices started to fall’®'.
There were fewer large investors on the buying side and private investors were losing their faith.
Real estate prices also started to fall. Interest rates soared with the decreasing confidence levels
and banks were increasingly cautious in granting loans. The value of collaterals in stock and real
estates further decreased. Debt-driven investors were aspiring to get rid of investments in stock
and real estate, as interest costs rose and the values of collaterals fell. Stock and real estate
prices further decreased and loan costs could not be covered. Banks started to record extensive
credit losses. Bankruptcies increased drastically. Unemployment started to grow. Domestic
consumption, particularly loan-based consumption, started to decrease.'®

At the same time, an international downturn was beginning, decreasing revenues of the
export industries. The integration of Germany created a deficit in the German state budget. The
Bundesbank reacted with tighter anti-inflationary policy and higher interest rates. Rising interest
rates in the Western markets further decreased demand for Finnish exports. Then in 1990-1991,
a particularly severe shock to the Finnish economy came with the collapse of the Soviet Union,
which had accounted for about a quarter of Finnish exports.' Companies had to leave idle a
considerable proportion of their production capacity and to cut investments sharply'®. Large-
scale lay-offs and downsizing generated record-high unemployment. Domestic consumption
further diminished. The number of bankruptcies soared, particularly among small and medium-
sized domestic firms in the service and construction sectors'®. The crisis was further amplified by
the commitment of the Bank of Finland to the monetary policy of a stable mark'®. All the major
Finnish banks were suffering from severe credit losses, which made their solvency very low. A
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banking crisis followed. The debt ratings of corporations, the banks, and even the Finnish State
were falling considerably.

Relying heavily on exports, the P&P corporations had weak profitability and cash flow in
1990-1992. This combined with the high levels of debts made the corporations’ equity ratios
sink very low: to 20-30 percent for all the corporations in 1991-1992'%"_ On the other hand,
much of the credit capital they had still originated from the Finnish banks. As the individual
corporations had grown in size, particularly in the mergers that had been realized, their loans in
individual banks had grown in size absolutely and relative to the equity of the banks'®. For
instance, the credit risks SKOP had in Tampella turned out to be actually larger than the bank’s
own equity capital’®. The risks KOP had in Repola and SYP in Kymmene were also close in size to
the banks" own equity capital'.

Actually, the decreasing solvency of the Finnish banks could lead to the banks going
bankrupt, with their equity vanishing. The banks, particularly the large banks like KOP and SYP,
going bankrupt and becoming unable to direct the flow of funds and money in Finland could
even mean a collapse of the whole Finnish domestic and state economy. It would mean also
that, for instance, the large P&P corparations, which had large loans in the banks, would come to
suffer from lack of capital. This would be particularly true, as the low equity ratios of the
corporations, their low debt ratings and entire country’s low debt rating would make foreign
banks quite unwilling to grant them debt, let alone inexpensive debt. For the managers of the
P&P corporations the bankruptcy of the banks would also be bad, as there were still the persanal
and cross-manager relationships between the banks and the P&P corporations and their
managers.

Furthermore, the low equity ratios of the large P&P corporations, their weak profitability and
cash flows, and large loans in the Finnish banks — relative to the size of the banks’ decreasing
equity —would make them constitute considerable credit risk concentrations to the banks. Yet,
earlier interests related to mergers still being strong, further mergers between the P&P
corporations were being planned: for instance, the merger that had been planned already at the
beginning of 1990s, particularly in SYP's sphere, between UPM/Repola and Kymmene would
create an even more extreme credit risk concentration for its Finnish creditor banks. Actually,
even additional capital would be needed as mergers and acquisitions were realized, as new
investments in production capacity were planned and as in the anticipated dismantling of the
sales assaciations, considerable inventories and sales receivables would have to be taken to the
balance sheets of the corporations, particularly to those corporations that were still members of
the sales associations in the early 1990s, e.g. Metsa-Serla and UPM/Repola’". Since foreign
banks would be quite unwilling to grant debt to the P&P corporations, let alone inexpensive debt,
they could not get capital easily from there either. This would hinder them from making
investments and thus hinder their recovery and the recovery of the whale domestic and state
economy from the recession.

Mobilizations. While the banks and the whole economy were ending up in a deep crisis, a
scandal around KOP emerged in the spring of 1991. The leading Finnish newspaper, Helsingin
Sanomat, and a leading magazine, Suomen Kuvalehti, revealed to the nation that KOP and its
CEO Jaakko Lassila had in the late 1980s used Pentti Kouri and other speculators as dummies in
cornering and sphere-securing operations. Moreover, KOP was revealed to have participated in
dividing capital gains from its share trade operations with the speculators. The reputation of
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Lassila and KOP among the general public and among the Board of KOP, consisting of the elite of
the Finnish economy, severely deteriorated. Only a few insiders among the top managers of the
bank had known about the operations and to the rest of Finland, including the Board, Lassila had
refrained from telling the truth, even lied. Following a recommendation from the CEOs of KOP's
closest allies, Yrjo Niskanen of Pohjola and Tauno Matomaki of Repola, Lassila was forced to
resign. A new CEO for KOP, Pertti Voutilainen, started in the autumn of 1991. This meant that the
final dissolution of the bank sphere of KOP would begin. Voutilainen would not be made or want
to act as the chairman of the Board of either Pohjola or Repola'”?, meaning that the bank and its
CEO would not have much control on these corporations — rather vice versa.

Interests in rapidly increasing the equity and improving the profitability of
Finnish banks and corporations in the early 1990s. With Lassila (KOP) and Tiivola
(SYP) and their rivalry on a personal level gone, the earlier interest in winning the competition for
who would be the ones getting to decide how the strategic restructuring and mergers of large
Finnish corporations would happen (see p. 104) became somewnhat weaker, particularly when it
came to the spheres of KOP and SYP and their CEOs. Also the interest in obtaining or retaining
power, or fighting against fear of losing it and in winning the competition for who would be the
most powerful person in Finnish business life became somewhat weaker.

On the other hand, recognizing the losses and plummeting solvency of the banks as a very
serious problem, the government officials and the top managers of the banks and the P&P
corporations jointly became more interested in increasing the equity of the banks and improving
their profitability. Moreover, recognizing the lack of capital available for the P&P corporations and
for other corporations, as well as the credit risk concentrations of the banks as serious problems,
the top managers of the banks and the P&P corparations, and government officials jointly
became more interested in rapidly increasing the equity and improving the profitability of Finnish
corporations, again particularly those of the banks but also those of the P&P corporations.

Specifically, in increasing the equity and improving the profitability of the banks, the
government officials, and to some extent also the top managers of the banks and the P&P
corporations, were interested in restricting the level of debt a bank could grant to an individual
debtor gradually to a maximum of 40 percent and later 25 percent of the bank’s equity. For the
government officials, this would be a translation of preventing cases like SKOP and its risks in
Tampella and in general of preventing reckless credit-granting and new banking crises'”,
Mareaver, quite jointly for the government officials and top managers of the banks and the P&P
corporations, it would also be a translation of the increasing willingness to have Finland join the
European Community (EC): the Commission of the EC gave recommendations for regulations on
banks' risk concentration percentage levels with individual debtors'”*,

Interests in planning and realizing mergers and making ownership
arrangements of Finnish banks and insurance companies in the early 1990s.
The top managers of the banks and the P&P corporations and government officials, as well as the
top managers of the insurance companies, became more interested in planning and realizing
mergers of one Finnish bank or insurance company with anather. First, planning and realizing a
merger of a bank with another bank or even another kind of financial institution, an insurance
company, would be one translation of rapidly improving the banks’ profitability, as overcapacity
could be remaved by e.g. eliminating overlapping branch offices and administration. On the other
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hand, if a bank was merged with an insurance company, a financial “department store” with
synergies in operations and serving customers would result. Second, planning and realizing a
merger of a bank with another bank or insurance company would be a translation of increasing
the equity of a bank with a weak equity situation, as this bank would be combined with a bank
or insurance company with a stronger equity situation.

Moreover, particularly for the Finnish banks and their top managers, planning and realizing
a merger of their bank with another one would be a translation of not being left behind in
improving profitability, increasing equity, and reducing credit risk concentrations, in the sense
that some other bank would first go and realize a merger. For the government, in turn, planning
and merging one bank with another would be ane translation of preventing distortion of
competition in the Finnish bank sector.

Even planning and realizing a merger of a bank or an insurance company across sphere
boundaries, such as that of KOP and SYP themselves, was not out of question, Lassila and Tiivola
being gone. On the other hand, like with mergers of P&P corporations earlier, the merging of one
bank with anather would still be a translation of the sphere power persons” interest in winning
the competition for who would be the ones getting to decide how the strategic restructuring and
mergers of Finnish banks and corporations would happen. It would also be one translation of
their interest in obtaining or retaining power, or fighting against fear of losing it. And it would be
a translation of competing who would be the most powerful person in Finnish business life.
However, as implied above, particularly when it comes to KOP's sphere, the power persons were
somewhat new. Lassila was gone and Pohjola’s CEO Niskanen and Repola’s CEO Matomaki had
the strongest power interests —the sphere would largely have transformed into Pohjola’s sphere,
Lassila having resigned in 1991 and KOP having started the struggle against threatening
bankruptcy.

Interests in devaluating the Finnish mark in the early 1990s. The top managers of
the P&P corporations, as well as those of other companies relying on exports and some banks,
became more interested in lobbying for devaluation of the Finnish mark. Government officials
also became increasingly interested in planning and realizing devaluations of the currency'”.
Devaluations would be one translation of rapidly improving the profitability of the export
companies, which were invoicing in foreign currencies but had most of their costs incurred in the
domestic currency. Namely, more marks could be obtained from selling the same volume of

products as before and costs could be better covered.

Mobilizations. In 1991, SKOP, the commercial bank of the largest retail bank group close to
bankruptcy ended up in the possession of the central bank, the Bank of Finland. This actually
moved the P&P corporation Tampella to the State’s sphere, as SKOP owned approximately half of
it'"® SKOP's fall affected the credibility of the whole retail bank group, which attempted to
strengthen itself by forming a national bank called Suomen Saastopankki (SSp) """, partly due to
pressuring by SYP, which was planning to acquire SKOP from the State and further progress to
merging the retail bank to itself'’®.

Further, with Lassila as the CEO of KOP and Tiivola as the CEQ of SYP gone since the end of
1991, KOP's new CEQ Voutilainen discussed a potential merger between KOP and SYP with
SYP's CEO Ahti Hirvonen. Neither of the banks was far from bankruptcy. That time the
discussions ended without result. The merger project seemed too enarmous to handle in the
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middle of the crisis. But the personal discussion and contacts remained.'”® Besides, further close
contacts between the remaining power persons of the dissolving spheres would start to form in
the Board of Directors of Nokia, which in 1992 was not far from bankruptcy either and was
hardly the promising company it had once been. After Tiivola withdrew from the position of the
chairman of the Board of Nokia, there were Niskanen from KOP's sphere —which further
transformed more to sphere of Pohjola — and Hirvonen and Ehrnrooth from SYP's sphere left.'®

On the other hand, in 1991, the interests in devaluating the Finnish mark were strong, as
the export industries, led by the P&P corporations, demanded the government and the Bank of
Finland to end the policy of strong and stable mark and devalue the currency. In November 1997,
the Bank of Finland finally let the mark devaluate over 10 per cent. The devaluated mark started
to somewhat strengthen the cash flows of e.g. the P&P corporations, but also meant that these
corporations, other Finnish corporations, households, and banks which had debts in foreign
currencies at a value of hundreds of billions of marks had to suffer severely from the drastic
increase in their liabilities. The P&P corparations recorded further losses and elsewhere more
bankruptcies resulted, as well as credit losses to the banks."®" Moreover, it was soon realized
that the markets were anticipating additional devaluation, despite the support efforts of the Bank
of Finland. Speculations led to further increasing interest rates, decreasing domestic demand,
bankruptcies, growing problems for the banks, and growing unemployment. Even for the export
industries” competitiveness, the devaluation was not enough. So, in September 1992, the
government was forced to let the currency float, which led to an immediate further devaluation
of the mark by 1020 per cent. Whereas the competitiveness and cash flows of the export
industries rapidly started to strengthen, foreign investors continued to draw their investments in
Finnish marks away. The debt ratings of the State, the banks, and corporations decreased, the
cost of money increased, and there was the danger that money flows to Finland would come to a
halt altogether. Due to the bad condition of the national economy and the banks in autumn
1992, the raising of debt capital from abroad was rather difficult also to P&P corporations. '™

Among the P&P corporations, particularly from Metsaliitto and its daughter Metsa-Serla,
foreign banks called in loans of a billion marks in 1991 and the Finnish banks, particularly KOP,
which had promised to support Metsaliitto’s financing during the merger negotiations of UPM
and Rauma-Repola, were forced to take further responsibility of their financing'®. The banks, on
the other hand, also demanded that Metsa-Serla raise more equity capital. But raising a large
amount of equity capital in Finland, which was still a somewhat capital poor country and
additionally suffering from the deepest recession of its recent history, was not a very feasible
option either. For instance, when Metsa-Serla’s creditor banks noticed the risk concentration
formed by the unprofitable and highly indebted corporation and demanded that Metsa-Serla
raise more equity capital in 1991, it was able to raise capital, with the issue price set, mainly only
from the faithful Finnish forest-growers owning the corporation through the Metsaliitto
Cooperative.'™ On the other hand, Metsaliitto’s becoming the majority owner of Metsé-Serla
annoyed the Serlachius family, which had formed the company as a “joint” venture in 1986. They
wanted to sell their share of the corporation. An agreement was made with Metsaliitto:
Serlachius family would exchange, at the turn of 1993, their Metsa-Serla shares to Repola shares
which Metsaliitto owned following the cornering attempt of UPM it had made earlier with
Metsa-Serla.'™ In any case, Metsé-Serla could improve its equity ratio. UPM/Repola, in turn,
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could start to distance itself from the agri-capital sphere, as Metsa-Serla/Metsaliitto did not have
as significant ownership stakes within it as earlier."™

6.1.4 Restrictions to foreign ownership of Finnish corporations
removed and corporate tax lowered

Kymmene deputy CEO, Martin Granholm, in 71992%:
The importance of the balance sheet is increasing, particularly the equity side of it.

Interestsin removing restrictions to foreign ownership of Finnish corporations
and lowering corporate tax in the early 1990s. The capital problems of the P&P
corporations would not be solved even though the top managers, particularly CEQs and financial
managers, of the corporations would themselves also begin to recognize that much more debt
could not be taken and the equity ratio had to be raised to at least 40 percent from the 20-30
percent level where it had sunk to in 1991-1992'%. Whereas Metsa-Serla’s and Metséliitto's
risks were somewhat divided among all the banks, the risks of UPM/Repola would be
concentrated to KOP and those of Kymmene to SYP™™. For instance, in 1993 risks in Repola
amounted to an enormous 6.4 billion marks of KOP's total of 100 billion. Adding KOP's risks in
Metsaliitto group to this, the sum was over 13 billion marks — this was more than the own equity
and provisions of KOP."

The top managers of the P&P corporations and the banks and the government jointly
became more interested in planning and realizing the removal of the restriction of foreign
ownership of Finnish corporations. This would be a translation of increasing the equity of the
Finnish corporations, as they could raise more equity capital from abroad. They also became
more interested in the lowering of the corporate tax in Finland. Also this would be a translation
of increasing the equity of the Finnish corporations, as they could raise equity capital from
abroad more easily, as a lower proportion of profits of the companies would go to the Finnish tax
authorities.

Moreover, planning and realizing removal of the restriction of foreign ownership of Finnish
corporations and lowering corporate tax would be a translation of planning to join the European
Community and conforming to the development of its economic space''.

Mobilizations. The government removed the restriction limiting foreign ownership to 20
percent in Finnish corporations in 1993. The interests in enabling corporations to raise equity
capital from abroad were strong. The government also lowered corporate tax in Finland, at once,
from the average of 36 percent then — internationally high — to 25 percent. Also here, interests in
enabling corporations to raise equity capital from abroad by attracting foreign equity investors
were strong. For instance, Metsa-Serla planned to — and did — raise foreign equity capital right
away in spring-summer 1993. The interests in increasing the equity ratio and in improving the
ability to make investments for growth were strong'®. When it comes to growing, Metsé-Serla
was planning a new paper mill at Kirkniemi, a new pulp mill at Rauma, and expansion of its
paperboard business in Finland through acquisitions, starting with Tampella Forest. Moreover,
the anticipated dismantling of the sales associations would mean that inventories and sales
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receivables would have to be taken to the balance sheet'®. Further, in 1993 Metsa-Serla also
sold most of its remaining Repola shares to foreign investors. Again the interest in raising equity
ratio was strong. This also meant that UPM/Repola further distanced themselves from the agri-
capital sphere'™.

For the other P&P corporations, too, raising equity capital from abroad was an important
alternative to be seriously considered in financing. And furthermore, the reluctance to show
profits, at least when it comes to tax planning was, at this time at the latest, quite gone'®.

6.1.5 The corporations becoming increasingly large, Risk
concentrations of domestic banks, and Decreasing rivalry
between capital spheres

Mobilizations. For the export industries, the recession had started to turn into an upturn in
1992 due to the two devaluations of the Finnish mark and their own cost-cutting programs'®.
The demand for the products of P&P corporations was rapidly reviving in the key exports and the
devalued mark made the Finnish corporations fairly competitive'’. Already at the beginning of
1993, in the State’s sphere, Enso felt strong enough to merge, or acquire, and integrate
Tampella's forest industry business, which was in the possession of the Bank of Finland — albeit
that Enso financed that acquisition mostly with a directed share issue operation. Still in 1991—
1992, Enso’s top managers had not been willing or prepared to acquire the other P&P
corporation in the State's sphere, Veitsiluoto — in planning the merger, the government had had
strong interest in improving Veitsiluoto's critical solvency and cash situation'®. As mentioned
above, also Metsaliitto, or Metsa-Serla, was interested in acquiring Tampella's forest industry
business, particularly the paperboard mill Inkeroinen.'® Metsé-Serla had planned, to some
extent also within the sales association Finnboard, that it would acquire Finnboard's member
mills under its exclusive ownership. Metsa-Serla already owned Tako and Adnekoski board mills.
With the addition of Tampella’s Inkeroinen mill and by later acquiring the board business of a
private company, Kyr, which was outside the spheres, from the families owning it and acquiring
the Simpele mill from UPM/Repola, Metsa-Serla would have come to own all the significant
Finnish paperboard mills. At the same time, the sales association Finnboard would have come to
belong to Metsa-Serla quite exclusively.”® However, Tampella remained in the State's sphere
and ended up with Enso. This meant that Tampella’s mills left the sales associations Finnpap and
Finnboard.

When it came to the banks, the crisis continued. KOP's solvency was becoming critically
weak. The top managers’ interest in increasing equity was strong, as they were planning to sell
KOP's ownership in many Finnish corporations, including the sphere corporations Pohjola and
UPM/Repola. KOP and its CEQ Voutilainen even negotiated with the State in 1993 about it
becoming KOP's major owner by converting its large subordinated loan into equity. The large
owners of KOP, led by Pohjola and UPM/Repala, could not, however, accept the exchange terms
offered by the State, which would have made it the majority owner of KOP and shifted KOP to the
State’s sphere. KOP had to start realizing an extensive share issue, “Kansallistalkoot”, again
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having a strong interest to increase equity.””’ On the other hand, SSp, which had been formed as
a national bank for the retail bank group, had to be kept standing by continuous financial support
from the government. Eventually, four banks, KOP, SYP, Postipankki (PSP), and OP Group set out
to start negotiations on buying SSp jointly and dividing its assets. An agreement was reached
with the State and the division occurred at the end of 1993. KOP had to finance its part of the
acquisition mostly with a share issue directed at the State, which meant that the State became
by far the largest owner of KOP with a share of 15 %. So, KOP's, or KOP-Pahjola’s sphere,

became closely connected to the State’s sphere after all, further blurring the sphere
boundaries.” In relation to the SSp transaction, SYP also arranged a share issue in which the
State became an owner of SYP, t0o, but with a smaller share of about 6 percent™®,

But even the internal coherence of KOP-Pohjola’s sphere was weakening. The retail,
insurance, banking, and construction group associated with the labour movement, concentrated
around the Eka group, ended up being reorganized in the autumn of 1993. KOP, being the main
creditor of Eka, bought it, ensuring that it could collect its receivables. Soon KOP and Voutilainen
asked other insurance companies for offers of the imdemnity insurance company of Eka,
Vahinko-Kansa. Pohjola’s top managers, still trusting its sphere arrangement with KOP, believed
Vahinko-Kansa would easily end up in its hands. But the other large insurance company, Sampo,
which was close to SYP's sphere, made a more serious offer and KOP decided to sell Vahinko-
Kansa to Sampo. This shocked Pohjala and its CEO Niskanen. The financing of the acquisition
also involved establishing cross-ownership between KOP and Sampo. Actually, this led to
Pohjola’s Niskanen, together with Repola’s Matomaki, strengthening their control of KOP by
having a new nine-member external Board of Directors installed to govern KOP in the spring of
1994 and replacing the traditional Finnish internal, advisory-type Board of 30 members.
Matomaki would be the chairman of the Board and Niskanen the vice-chairman. They had some
plans to merge KOP with Pohjola and could prevent KOP from further approaching Sampo, which
some of KOP's top managers were planning in terms of selling KOP's real estate property to
Sampo, raising equity capital from Sampo, and shifting KOP's insurances to the hands of
Sampo.?” On the other hand, the prevention of the selling of KOP's real estate property to Sampo
meant that KOP's solvency problems would continue to be serious and it would have to look for
capital elsewhere.

When it came to the P&P corporations, they were able, with the help of the devaluations of
mark in 1992 and the economic upturn internationally in 1994—1995, to raise their equity ratios
to around 40 percent?™. On the other hand, their loans and loan costs were also affected by the
decreasing interest rates in Germany in 1992—1994. The increasingly strong cash flows of the
P&P corporations, the improved equity rations, and the decreasing interest rates in Germany
would make it increasingly feasible for them to shift loans from the Finnish banks to foreign ones.
After the many years of crisis, foreign banks would now be more willing to grant debt to the
corporations for a reasonable price — less expensively than the Finnish banks, which were
suffering from low debt ratings in their own financing’™. Moreover, if the integration into the
European Community and particularly towards the European Monetary Union and the European
Exchange Rate Mechanism (ERM) would occur as the government was planning, the exchange
rate of Finnish mark would vary only to a limited extent relative to other European currencies,
between fixed currency exchange margins. This would remove much of the currency fluctuation
risks that the P&P and other large Finnish corporations had to bear when raising debt capital
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abroad. It would also remove much of the currency fluctuation risks that could reduce the
willingness of foreign debt investors to invest in Finnish corporations. Furthermore, equity
investors would also be interested in investing in the corporations, like Metsa-Serla’s share issue
in the summer of 1993 had shown.

On the other hand, further mergers being planned would make the domestic banks’ credit
risk concentrations even more serious. For instance, in 1993, the largest Finnish P&P corporations
UPM and Kymmene had a turnover of about 16 billion Finnish marks, which was only half of the
turnover of Sweden'’s largest P&P corporation, STORA. And the US giant International Paper had
a turnover as high as 80 billion marks.””’

Interests in merging Kymmene and UPM/Repola and SYP and KOP in 1994—
1995. Recognizing the continuing risk concentration and solvency problems of the banks, as
well as their inability to compete for the financing of e.g. the P&P carporations, particularly SYP's
sphere and the top managers of SYP and Kymmene became, since the spring of 1994,
increasingly interested in merging, at the same time, SYP with KOP and Kymmene with
UPM/Repola. This would be a translation of merging the P&P corporations and of simultaneously
alleviating the risk concentration problems of both SYP and KOP and the problem of their not
being able to further finance the large Finnish P&P corporations. Moreaver, it would be a
translation of SYP not being left alone in the restructuring. The managers knew that KOP's equity
and solvency problems were continually so serious that it would most likely have to merge soon
with some other bank or financial institution. If this was some other player than SYP, SYP would
have come to suffer in the pressure of the resulting banking company as too small a player.
There was the particular threat that KOP would merge with Postipankki in the State’s sphere,
since the State already owned a significant share of KOP, following the share issue related to
division of SSp. But also Swedish banks, such as Handelsbanken and SEB, could be interested in
merging with KOP 2 Moreover, for SYP, a merger with KOP would be a translation of starting a
process of forming a large pan-Nordic bank through mergers and acquisitions in Sweden and
other Scandinavian countries. This, in turn, would be a translation of gaining the larger size
necessary in financing large Finnish and Scandinavian corporations, such as Kymmene-UPM and
other merging P&P corporations, or rapidly growing companies, such as Nokia and Ericsson. It
would be necessary in keeping the proportion of the loans of an individual company to the equity
capital of the bank sufficiently low, ultimately at least below the upper limit of 25 percent set by
regulations.” Alone, SYP would be too small to directly start the restructuring process across
Nordic borders”".

On the other hand, Pohjola and its CEQ Niskanen were also particularly interested in
merging KOP with SYP together with merging UPM/Repola with Kymmene. This would be a
translation of preventing KOP-Postipankki, KOP-Handelsbanken, or KOP-SEB combinations, in
which Pohjola would not have much power or control. It would also be a translation of
Niskanen's desire to get Board positions in the most important Finnish corporations. It could be
that after the mergers, the chairman of the Board positions for both Kymmene-UPM and SYP-
KOP, and even for the suddenly promising (again) and rapidly growing Nokia, would come from
their major owner Pohjola. Further, a SYP-KOP merger would be a translation for Niskanen and
Pohjola to advance towards forming a powerful financial house by having SYP-KOP allied with
Pohjola.”"
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Mobilizations. In 1994, serious discussions and negotiations around a potential merger of
UPM/Repola and Kymmene were started. The power persons of the KOP-Pohjola’s and SYP-
Ehrnrooths’ spheres were, again, active in the negotiations. From the former sphere, particularly
active were now the CEO of Pohjola and the vice chairman of the Board of KOP, Yrjo Niskanen,
and the CEO of Repola and the chairman of the Board of KOP, Tauno Matomaki.”'? From the
latter sphere, particularly active was the chairman of the Board of Kymmene and a Board
member of SYP, Casimir Ehrnrooth. The first serious negotiations, concentrating on UPM/Repola
and Kymmene's merger, ended fruitlessly, thaugh. The SYP-Ehrnrooths’ sphere and Kymmene
could not accept the swap agreement of shares offered by UPM/Repola in June 1994,

On the other hand, the merger negotiations across KOP-Pohjola’s and SYP-Ehrnrooths’
spheres coming up in the media in June increased activity in the State's sphere, as well as in the
agri-capital sphere. Enso’s top managers had strong interest in not remaining too marginal a
player should the merger of UPM/Repola and Kymmene be realized. There were also anticipation
that the Swedish corporations SCA or Stora would be thinking about acquiring Kymmene. Enso
planned to merge the other remaining state-owned P&P corporation, Veitsiluoto, to itself. The
State was convinced that the rather small Veitsiluoto could hardly get rid of its loans, make large
investments, or survive the next recession, and decided to arrange a competitive bidding for 35
% of Veitsiluota's shares. In addition to Enso, Metsa-Serla was interested in acquiring the shares
of Veitsiluoto. But as earlier with Tampella Forest, the interest in having a merger within the
State's sphere was strong, as Veitsiluoto’s minority share went to Enso. The politicians sold only
a minority share first: this would give the general public, particularly in Northern Finland, the
impression that Veitsiluoto would continue as an independent company.2”® However, the
Minister of Trade and Industry Seppo Kaaridinen had called Aarre Metsavirta from Tampella to
the pasition of the chairman of the Board of Veitsiluoto, just to eventually find “a new home” for
Veitsiluoto, most likely as an integral part of Enso”"*. So, a close strategic alliance between Enso
and Veitsiluoto was established and the merger would be completed later.

At the same time, negotiations between KOP-Pohjola’s and SYP-Ehrnrooths” spheres went
on silently. This time the negotiations concentrated on the merger of KOP and SYP — which
would be realized first, and then, the merger of UPM/Repola and Kymmene. But these
negotiations also ended without result in September 1994: KOP-Pohjola’s sphere could not
accept the swap agreement of shares offered by SYP-Ehrnrooth’s sphere. As KOP had strong
interest in increasing its equity and solving its acute solvency crisis, KOP had to raise new capital
with another share issue, “Kansallisanti”. In the share issue, KOP was particularly dependent on
the money of Pohjola and Repola, whose CEOs, Niskanen and Matomaki, could further tighten
their control of KOP. On the other hand, the interest in a SYP-KOP merger was strong, as SYP
prepared for it in December 1994 by investing indirectly in KOP's shares — on KOP's own
initiative’". Namely, an investment company of SYP-Ehrnrooth's sphere, Pomi, indirectly
participated in subscribing for shares by acquiring old shares of KOP from KOP’s pension fund for
79 million marks, enabling the subscription of the pension fund for new shares of KOP?'®. On the
other hand, Pohjola further increased its ownership and control of KOP in the share issue.

Soon after the share issue, at the turn of 1995, it became clear that the new capital went
exclusively to cover losses and write-downs of KOP for 1994. The interest in the merger of SYP
and KOP, and later Kymmene and UPM/Repola, was strong for Pohjola, as CEQO Niskanen actively
started to push the merger after active negotiations were initiated by KOP's and SYP's CEOs,
Voutilainen and Vainio in January 1995. For SYP, it was advantageous to push the merger before
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KOP would start to get into a better condition?”. The cooperation of the Minister of Finance, liro
Viinanen, was sought as the State was a major owner of KOP. The government officials had the
strong interest in preventing the threatening fall of KOP and its potentially severe consequences
to Finland and the State's finances, as it was willing to support the merger even if it meant
significant centralization of the Finnish banking business. On the other hand, foreign banks
started to be active in Finland due to the upturn, and there would be increasing competition from
their side, too”"®. The merger was realized in 1995. Merita Bank was formed out of SYP and KOP.
Reducing the overcapacity of the Finnish banking sector with considerable cost, cuts in branch
office numbers and personnel were started.”® The two remaining bank spheres became one.

The merger of SYP and KOP and the power persons of the combined sphere sharing the
Board and management positions in Merita Bank, UPM/Repola, and Kymmene made it clear also
to the agri-capital and the State’s sphere, and the top managers of Metsa-Serla and Enso, that
UPM/Repola and Kymmene merger would likely be realized soon”. Metsé-Serla had the strong
interest in not being left alone, as it declared to the State and Ministry of Trade and Industry its
willingness to merge with Enso in March 1995. The Center Party, which was leading the
government and favoured the agri-capital sphere, considered the offer. However, the Social
Democrat Party, which came into power in the Parliamentary election in March that year, had
the interest in not letting Metsaliitto’s forest-grower-owners dominate the Finnish wood market
too strongly, as they refused to sell Enso. Even a “poison pill” was set into Enso’s articles of
association prescribing that should the ownership of one owner rise above 33 percent, this
owner would have to make a redemption offer for the rest of the shares — this would prevent
Metsd-Serla from cornering and trying to take over Enso. Anticipating the Kymmene-
UPM/Repola merger and the dismantling of Finnpap that would inevitably follow, Enso, on the
other hand, had Veitsiluoto pay itself out of the contracts with Finnpap and declare resignment
from the sales association from 1996 on??". Moreover, the politicians could be convinced to
quickly advance with the plan to merge Veitsiluoto completely to Enso. The remaining members
of Finnpap, Metsa-Serla, Myllykoski, and UPM decided to divide the sales organization into units
so that each corporation would get its own sales unit. These units could be transferred to the
corporations if or when the Kymmene-UPM/Repola merger would be realized?”. Having separate
units was necessary also because after Finland had joined the European Union (EU) at the
beginning of 1995, the competition authorities of Finland and of the EU commission were
disapproving of the sales cartel maintained by Finnpap and demanding that the pricing and
marketing issues of the different member corporations be kept strictly separate (see section
6.3.4)%.

On the paper production side, Metsa-Serla and Myllykoski would remain alone and small
when the Kymmene-UPM/Repola and Enso-Veitsiluoto mergers would be realized. As
Myllykoski's family-owners would not be willing to sell their company to Metsa-Serla, there was
no paper production in Finland to be acquired for Metsa-Serla. The top managers decided to
continue with their earlier plan of acquiring as much of the paperboard production in Finland to
Metsa-Serla’s ownership as possible. Metsa-Serla acquired the forest industry business of Kyro
in June 1995 Finnboard turned into a sales organization almost exclusive to Metsa-Serla’s
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paperboard, with the only significant producer not owned by Metsa-Serla being UPM/Repola’s
Simpele?”.

In September 1995, UPM/Repola and Kymmene then finally announced their merger, as
expected”®. UPM-Kymmene would be formed in 1996?’. Nevertheless, the large UPM-Kymmene
would still be the ultimate potential risk concentration problem for Merita Bank?®. This was
particularly true if large amounts of capital would be needed e.g. for further expansion through

costly acquisitions.

6.1.6 Foreign ownership increasing, Investor demands for
shareholder value and share-price-based incentives

Mobilizations. After the removal of the restrictions on foreign ownership in 1993, foreign
investors rapidly increased their ownership in Finnish corporations, including the banks and P&P
corporations. They increasingly subscribed shares in share issues — like in Metsa-Serla’s case in
1993. They also increasingly bought shares on the Helsinki Stock Exchange. Actually, at the
same time in the 1990s, there were significant advances in electronic trading and custodianship
for securities. This also made it increasingly simple and feasible, on the one hand, for foreign
investors to buy and sell shares of Finnish corporations on the Helsinki Stock Exchange and own
them and, on the other hand, for Finnish corporations to do the administrative work related to
their shares being possibly listed and traded on foreign stock exchanges.” For instance, already
at the end of 1996, 41.5 per cent of Metsd-Serla was owned by non-Finnish nationals, the
figures for UPM-Kymmene and Enso being 37.0 and 15.3 per cent.”®

In Enso, the share of foreign ownership was lower, as the State had remained its significant
owner. However, the attitudes of politicians towards State-owned companies slowly changed in
the 1980s and especially in the 1990s: facilitating the business of the companies became more
important and privatization became more acceptable. Particularly, the powerful Social Demaocrat
Party became more capitalism-oriented in the 1990s, which made it more possible to decrease
the State ownership in companies such as Enso. Still at the end of 1993 and 1994, the Finnish
state owned 34 percent of Enso’s shares and b2 percent of votes. At the end of 1996, the State
owned even more, due to the merger of anather state-owned corporation, Veitsiluoto, to Enso:
the corresponding figures were 44 percent and 61 percent”'. But already in 1995, the Finnish
Parliament authorized the Council of State to reduce the State’s share of ownership and voting
rights to one third and, in 1997, the state agreed to convert its shares to ones with less voting
rights, letting its share of votes drop to 46 percent”™. In the following years, the State also
planned to sell the rest of its ownership in Enso.

In any case, the new foreign equity investors and shareholders would present increasingly
strict demands for the corporations and their CEOs, financial managers, and Directors concerning
the creation of shareholder value: the corporations should be managed in a way that would raise
the price of their stock and provide large dividends for the shareholders. These kinds of demands
were quite new for the managers of the Finnish P&P corporations. Foreign investors also
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26 Kymmene, Press Release, 11.9.1995; Repola, Press Release, 11.9.1995.
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27 Ibid.
UPM-Kymmene, Press Release, 2.5.1996.
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demanded, for instance, that Directors, or members of the Board, as well as top managers,
should personally come to own shares of the corporations, or have stock options, as incentives
aligning the interests of the managers, Board, and shareholders. Furthermore, new actors which
had influence particularly on foreign investors came up. Namely, there was an increasing
number of investment analysts paying attention to and analysing Finnish corporations. They also
had criteria and demands in relation to which they would analyse the corporations when giving
recommendations to investors about potential investments.”®

Interests in raising foreign equity capital, in creating shareholder value, and
in share-price-based incentives since the early/mid 1990s. Recognizing the new
UPM-Kymmene as the ultimate risk concentration problem, particularly top managers of Merita
Bank — still in the Board of UPM-Kymmene — and top managers of UPM-Kymmene became more
interested in having UPM-Kymmene rely less on the bank in financing and letting what remained
of the old sphere influence it had on the corporation, based on this reliance, get reduced.

Particularly the CEQs, financial managers, and Directors of the P&P corporations became
increasingly interested in raising further foreign credit capital”®. Nevertheless, they were
increasingly interested also in raising new equity capital, especially foreign equity capital, on a
large scale, as the restrictions to the level of foreign ownership had been removed in 1993.
Raising foreign equity capital would be one translation of financing considerable new
investments without falling short of the aspired equity ratio level of about 40 percent. It would
also be a translation of financing large acquisitions of foreign corporations in the future. The
acquisitions could be partly financed by share operations, making the foreign owners of the
acquired company partial owners of the Finnish corporation. And it would be a translation of
merging with foreign companies with share arrangements. Of the top managers of the large P&P
corporations, only those of Metsa-Serla were less interested in raising foreign equity capital
much further. Namely, the majority owner Metsaliitto Cooperative would still have interest in
retaining its share of votes clearly above 50 percent and retain its sphere influence”®. When it
came to Enso, its majority owner, the Finnish State, would also be increasingly interested in
according with the managers and raising foreign equity capital and letting its ownership stake
diminish.

Further, recognizing the investor demands — especially those of the foreign investors but
also those of the Finnish shareholders — the CEQs, financial managers, and Directors of the P&P
corporations became more interested in creating shareholder value and making the corporations
profitable investment targets in the form of providing large dividends to shareholders and
increasing the market capitalization by raising the share price of the corporation.

Kymmene deputy CEO, Martin Granholm, in 71992%°:

...one stakeholder group which, | argue, will be emphasized more than ever in the Finnish
business life is owners. Owners have up to now been surprisingly silent. But elsewhere in the
world, owners have a different attitude.

Enso CEO, Jukka Harmala, in 19977
Itis the management's job to ensure that Enso generates the kind of profits that will secure
growth in the value of its shares and enable the company to pay dividends.

UPM-Kymmene chairman of the Board, Yrjo Niskanen, /n 1997%%:
Following the merger last year, UPM-Kymmene carried out an extremely thorough review of its
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strategic and economic targets for the future. The starting point for this review was the company's
ultimate business goal: to be a profitable investment for its shareholders.

Metsé-Serla CEO, Jorma Vaajoki, in 20007%:
Since the summer of 1996, Metsa-Serla has been striving for improved profitability and higher
shareholder value.

Interests in setting up top manager incentive systems based on share price
since the mid 1990s. Moreover, recognizing the explicit demands by particularly foreign
investors and analysts concerning the introduction of such systems, the top managers and
owners of the corporations were more interested in setting up incentive systems for the top
managers of the corporations that were based on share price, such as stock options. This would
also be a translation of creating shareholder value and raising the share price, as the share price
would become a personal, income-related objective for top managers.”*’

Mobilizations. Share options were increasingly issued to top managers of the corporations.
For instance, in Kymmene, the first modest option program for top managers was introduced
already in 1991%*" and in Metsé-Serla in 1994%% in state-owned Enso, such a program was first
introduced in 19972, Such incentive schemes were also important for retaining talented
managers in the corporations in the economic upturn at the end of the millennium, since many
companies in other industries, also in Finland, were introducing schemes with favourable
outlook. So, in Enso, UPM-Kymmene, and Metsa-Serla each, by 1999 the share option programs
had been considerably expanded, both in terms of number of shares involved and in terms of
managers included in the programs™.

Interests in increasing foreign investors’ demand for the corporation’s shares
since the early/mid 1990s. Finally, the CEOs, financial managers, and Directors of the P&P
corporations, as well as the existing owners, became more interested in increasing the demand
of investars and especially foreign investors for the corporation’s shares. Increasing the demand
would be one translation of raising the share price, as shares were traded on the market where
the price depended on the demand.2*®

29 Metsd-Serla Annual Report 1999.
240 Interviews (with Anttila 8.11.2005);

Tainio Risto (2003), “Financialization of key Finnish companies”, Nordiske Organisasjons-Studier, 5, 2, pp. 61-86.
24]

Puputti, Mikko (2003), Strategic perspective on foreign stock exchange listings. The US listing of Nokia, Sonera, UPM-Kymmene and Stora
Enso. Pro Gradu Master’s Thesis, Department of Management, Helsinki School of Economics, Helsinki, Finland. p. 53.
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Puputti 2003, p. 63.
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6.1.7 Foreign investors not very aware of the corporation as
investment target — Emerging plans to list the corporation’s
share in foreign stock exchanges

[management interest (in corporate branding) mi#1]
Increasing investor awareness of the corporation as a paper and board
company

Interests in increasing investor awareness of the corporation as a paper and board
company since the early 1990s. The CEOs and financial managers, as well as corporate
communications managers, of the P&P corporations became more interested in increasing
investor awareness of the corporations as paper and board companies since the early and mid
1990s. This would be one translation of increasing the demand of the investors and especially
foreign investors for the corporation’s shares, as investors would have to be aware of the
corporation for any demand for the shares to exist. Specifically, the managers became
particularly interested in increasing the awareness outside Scandinavia, where the awareness
was the lowest. Outside Scandinavia, there would be few institutional investors, such as
mutual funds and pension funds, and even fewer private investors that would be aware of the
corporation.

Actually, the managers became particularly interested in increasing the awareness of
the corporation among the largest institutional investors in the USA, as well as in Europe.
They would have considerable capital at their disposal and their awareness could be
increased with moderate effort. Also, they could be most willing and able to trade shares of
the corporation on the Helsinki Stock Exchange, as well as most willing and able to invest in
European or Scandinavian corporations, altogether. Namely, in many foreign countries,
nothing but the largest local funds would even be allowed to and/or willing to invest in
foreign corporations, such as Finnish ones. There could be laws restricting these kinds of
investments or the funds could have set such rules themselves. For instance, local regulations
prevented the majority of US funds, among which theoretically most demand for the shares
could have been created, from investing in foreign shares not listed on the local stock
market. Moreover, in the USA, many funds might have additional rules prohibiting them from
investing in ADRs, or American Depository Receipts, meaning that, in practice, they could
invest only in corporations based in the USA. The number of such US funds that could buy
shares of the corporations on the Helsinki Stock Exchange would be a couple of hundred. And
from these, not more than a few dozen would be interested in investing in Scandinavian
corporations.z‘“’ Finally, a special case would be the numerous index investors, who made
investments according to stock indices: to be accounted in an index usually required a
company be among the one or two biggest corporations in its industry and, additionally, a

domestic company??.

Mobilizations. The interest in increasing the investor awareness was somewhat strong, as at
the time of the removal of the restrictions on foreign ownership in the early 1990s, the top
managers started to make more roadshows to meet the largest foreign investors, banks, and
analysts to familiarize them with the corporation. Particularly since the mid 1990s, the top

26 Interviews (e.g. with Harsu 13.10.2005; Paajanen-Sainio 30.9.2005; Vainio 22.9.2005; Mynttinen 19.10.2005).
27 Lilius, Anna-Liisa (1999), “Kauas tdiltd on paastava”, Talouselima, 28, pp. 18-21.
Puputti 2003, p. 52; Tainio 2003.
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managers frequently traveled abroad to meet investors and analysts e.g. in Scandinavia,
Germany, the USA, the UK, Japan, France, Switzerland, Italy, and Spain once or a couple of
times a year, usually after interim reports.2*

The interest in increasing investor awareness was also fairly strong, as the corporations
hired particular investor relations managers, working closely with the financial managers and
CEOs, giving rise to the formation of particular Investor Relations (IR) function**. This also
started to occur at the time of the removal of the restrictions on foreign ownership in the
early 1990s. At first, IR managers were mainly responsible for answering investors’ inquiries.
But as the interest in investors increased, they also started to proactively arrange road shows
and events where the top managers would meet investors and analysts, traveling abroad
themselves to meet them, and taking and keeping contact with them. Soon they also began to
arrange telephone conferences for investors and analysts to have discussions with the top
managers after the publishing of interim reports. Moreover, thirdly or quarterly magazines
about the corporation, directed for shareholders and investors, were also launched and
multimedia presentations for investors made.?* In the late 1990s, the corporations
introduced websites directed to potential and existing investors and analysts?*'. Finally, in
the early 2000s, the telephone conferences shifted partly to webcasting??.

Interests in increasing investor awareness - in listing the share on the NYSE since the late
1990s. In the late 1990s, at the time the corporations started to have extensive share option
schemes, the CEOs, financial managers, and investor relations managers became more
interested in planning and realizing the listing of the corporations on the New York Stock
Exchange (NYSE). The listing would be a translation of increasing investor awareness of the
corporation in the international market, particularly in the well-functioning and liquid US
stock market, and particularly among the smaller institutional investors, as well as private
investors.

Moreover, the listing would be a translation of increasing the share liquidity and
removing barriers preventing smaller institutional investors and private investors in the US
from investing in the share, as the corporation’s ADR would be listed in the local stock
exchange and the share could be traded in the local exchange, NYSE. Further, the listing
would be one translation of increasing the credibility and attractiveness of the corporation as
an investment target particularly among US investors and increasing the liquidity of the share
and, hence, of increasing the share price relative to American P&P companies listed on the
NYSE - the shares of the Finnish P&P were significantly undervalued in terms of the price to
earnings ratio (P/E) relative to the American corporations.?

Moreover, beyond the interest in increasing the share price per se, the listing would be a
translation of the particular interest in obtaining production capacity in the world’s largest
market of paper and board consumption (see section 6.4.2), and obtaining this by acquisitions
and mergers rather than building capacity (see also pp. 134, 218), as the share price would
rise relative to the share prices of the American companies. The higher the share price
relative to those of the American companies, the less expensive a stock-based acquisition or
merger would be for the corporation and its existing shareholders. Also, the listing would be a

28 Interviews (e.g. with Harsu 13.10.2005; Paajanen-Sainio 30.9.2005);
Munter, Sami (2000b), "Y16s”, Stora Enso Global, Joulukuu, p. 8.
249 Interviews (e.g. with Poranen 11.5.2005; interview with Harsu 13.10.2005).
20 Interviews (e.g. with Harsu 13.10.2005; Paajanen-Sainio 30.9.2005; Poranen 11.5.2005).
1 Ibid.
Anon. (1997), "Metsd-Serla enters the Internet era", Metsi-Serla News, 2.
22 Interviews (e.g. with Harsu 13.10.2005; Paajanen-Sainio 30.9.2005).
23 Interviews (e.g. with Vainio 22.9.2005; Harsu 13.10.2005); Puputti, pp. 50-52.
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translation of the interest in increasing customer awareness of the company as a paper and
board supplier (see p. 228). In addition, the listing would be a translation of increasing both
investors’ and customers’ confidence in the corporation, as the corporation and its activities
would come to be under the scrutiny of the US financial market authority, the Securities
Exchange Commission (SEC). And it would also be a translation of raising inexpensive debt
capital from the bond market and substituting bond financing for loan financing, as the
largest bond investors’ rules required US listing for their investments and as the NYSE listing
would also enable the corporation to receive debt ratings from the two largest rating
agencies, Standard&Poors and Moody’s, which would mean cheaper outside capital through
international bond issues.?* Without the listing, the corporation could receive financing from
international bond investors only through private placements, which would not likely provide
the corporation with desirable interest rates™>.

Interests in increasing investor awareness - in obtaining production capacity in the USA
since the late 1990s. Actually, the CEOs, financial managers, and investor relations
managers also became more interested in obtaining production capacity in the USA,
particularly by way of mergers and acquisitions, as one translation of increasing investor
awareness of the corporation (see also pp. 134, 218). Having their own production capacity
and, thus, stronger presence in the USA, would increase the awareness through e.g. increased
media coverage. Acquiring or merging with established companies could increase the media
coverage and awareness strongly at once. Moreover, obtaining production capacity in the
USA, particularly by way of mergers and acquisitions, would be one translation of listing the
share of the corporation in the local stock exchange (see above), as the listing would be more
credible for a company having considerable production capacity and presence in the USA.

Mobilizations. The above interests in listing the share on the NYSE and in obtaining
production capacity in the USA were strong, as UPM-Kymmene’s share was listed in 19992,
The interests were strong also in February 2000, as the corporation announced the acquisition
of Champion International (see also pp. 134, 218), to be financed with its own stock®”.
However, later in the spring International Paper made a competitive offer to Champion
International’s owners. UPM-Kymmene’s top managers eventually considered the offer too
high to be countered and gave up on the acquisition plans®®, as the corporation additionally
received 230 million euros in compensation from Champion for the termination of the merger
agreementm. Besides, although the share was listed on the NYSE, two years after the listing,
there was, according to the top managers, still a gap of 20-40 percent in the valuation of
UPM-Kymmene relative to American companies®.

The above interests related to listing the share on the NYSE and in obtaining production
capacity in the USA were also strong, as Stora Enso’s top managers considered listing the
company on the NYSE already at the time of the merger of Enso and the Swedish STORA in
1998. However, the listing decision was eventually not made until the corporation made the
decision to acquire the American company Consolidated Paper in February 2000%'. The
acquisition would be financed with a combination of Stora Enso’s stock and cash. Unlike UPM-
Kymmene with the acquisition of Champion International, Stora Enso was successful in its

24 Puputti 2003, pp. 60-62; Tainio 2003.

255 Puputti 2003, p. 79.

26 UPM-Kymmene, Press Release, 29.4.1999.

%7 UPM-Kymmene, Press Release, 17.2.2000.

%8 UPM-Kymmene, Press Release, 12.5.2000.

%9 UPM-Kymmene, Interim Review January-June 2000.

260 Lilius 1999.

261 Stora Enso, Press Releases, 22.2.2000, 28.8.2000, 13.9.2000.
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acquisition effort, albeit that the corporation had to use more cash than planned, could use
less of its own stock, and obtained a lower number of US owners than anticipated, largely
since Stora Enso’s share price fell during the offer process?. The share was listed on the
NYSE in September 2000%%. However, like the share of UPM-Kymmene, in the coming years,
the share price remained at a rather low level relative to the US corporations: the gap
diminished only a little. Also, the level of trading on the NYSE remained low for both
companies, at only a few percent of the total turnover. Most large institutional investors
would continue to trade on the Helsinki Stock Exchange, where they would have the lowest
transaction costs?*,

Actually, the stock listing on the NYSE, as well as the acquisitions as such, made US
institutional investors, also smaller ones, somewhat more aware of the corporations. On the
other hand, the interest in increasing the investor awareness further was strong, as after the
listings, the top managers and investor relations managers started to meet with investors in
the US much more frequently than before?®.

Furthermore, the increasing size of the corporations making mergers and acquisitions
(see also p. 226) also made them more interesting to investors. The acquisition of
Consolidated Papers made Stora Enso the world’s second-largest company in the P&P
industry. After UPM-Kymmene had acquired Blandin Paper Company in the US (1997), Repap
Enterprises Inc. in the US (2000), and G. Haindl’sche Papierfabriken KgaA (Haindl) in Germany
(2001), it was among the top five companies, too. Investors and analysts following the
industry could simply not neglect these top corporations. For instance, in telephone
conferences for investors and analysts, Enso had had about 20 participants before the merger
with Stora. After the merger, there were about 50 participants. And after the acquisition of
Consolidated Papers, the number of participants grew to over 100.% Finally, Metsa-Serla had
also grown among the top 15, after the acquisitions of Kyro in Finland (1995), Biberist in
Switzerland (1996/1997); Simpele in Finland from UPM-Kymmene (1997); UK Paper in the UK
(1998/1999); and particularly of Modo Paper in Sweden (2000) and Zanders in Germany
(2000/2001) (see also p. 199). With those acquisitions, it also began to be large enough to be
taken seriously into account, at least when it came to investors and analysts in Europe.

Interests in increasing investor awareness - among smaller investors since the late 1990s.
By the 2000s, the CEOs, financial managers, and investor relations managers also became
more interested in increasing the awareness of the corporation among smaller foreign
institutional investors. This would be a translation of increasing the awareness of those
investors whose level of awareness of the corporations was still fairly low.

Finally, the managers also became more interested in increasing the awareness of the
corporation among foreign private investors since the end of the1990s and the early 2000s.
This would be a translation of increasing the awareness of those investors who were still the
least aware of the corporation. They would likely become more and more willing to invest in
shares listed on the stock exchanges in countries other than their own home countries, as
there would be further advances in electronic trading and custodianship for securities.?*’

262 Kauppalehti 12.9.2000.

263 Stora Enso, Press Release, 13.9.2000.
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Mobilizations. The interests in increasing the awareness of the corporations among smaller
institutional investors and private investors were somewhat strong, as the corporations
planned and realized listings on foreign stock exchanges such as the NYSE?%, The interests in
increasing the awareness were fairly strong also, as the corporations introduced and
developed their websites since the late 1990s2%°. Moreover, the interests were strong, as
Stora Enso and UPM-Kymmene began, after the listings to NYSE, to participate in some large

investor fairs and some smaller ones in the USA, too?™.

6.1.8 Investor demands for fair treatment of minority shareholders
and on Board composition — Dissolution of capital sphere
influence

Mobilizations. Nat only would the new foreign investors and shareholders, as well as
investment analysts, present increasingly strict demands concerning the share price and large
dividends for the shareholders, but they would also present increasingly strict demands
concerning the corporate governance model of the Finnish P&P corporations, particularly since
the mid 1990s. They demanded that the corporate governance model accord with the Anglo-
Saxon model. As part of the governance model, top managers and existing owners of the
corporations would have to make a commitment to a new kind of fair treatment of minority
shareholders, instead of heavily prioritizing the interests of the dominant shareholders controlling
the spheres.?’' This would be particularly demanded from Metsa-Serla, still dominantly owned by
the forest-owners’ cooperative, and from Enso and later Stora Enso, of which the Finnish State
owned a large share, but also from UPM-Kymmene, which still had Finnish insurance companies
and banks as significant owners. Boards of Directors would have to be made to consist
predominantly of independent members. Having predominantly independent members would
mean that the managers of the corporation should generally not be Board members. It would
also mean that the representatives of any shareholders should not dominate the Board
extensively, neither should the powerful individuals of the earlier spheres or, in general,
managers of other companies with which the corporation would have a significant collaborative
(customer) relationship. Later in the late 1990s, there were demands for the nomination of
professional expert members to the Boards, too. Also, Board membership duration would have to
be shortened from the traditional appointments of several years or even decades. And members
of the Board, as well as top managers, should personally come to own shares of the
corporations, or have share options, as incentives aligning the interests of the top managers,
Board, and shareholders.”’?

Interests in further dissolution of the capital sphere influence in the mid and
late 1990s. Recognizing investors” and analysts” demands, especially those of foreign investors
but also those of the Finnish ones, concerning the Anglo-Saxon governance model and
particularly the fair treatment of shareholders and the composition of the Boards, the CEOs,
financial managers, and Directors of the corporations, as well as the significant owners, became
more interested in dissolving what remained of the old spheres” influence since the mid 1990s.
This would be a translation of meeting both the demands of those investars already as
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Interviews (e.g. with Harsu 13.10.2005).

270 Tbid.

Tainio and Lilja 2003;

Interviews (e.g. with Vainio 22.9.2005; Harsu 13.10.2005).

Interviews (e.g. with Vainio 22.9.2005; Harsu 13.10.2005; Poranen 11.5.2005).

26¢

2

271

27:

N

129



PART Ill: 6 New management interests (in corporate branding)... by the early 2000s

6.1 Shareholders, shareholder value, share price
shareholders, those potentially becoming shareholders in the raising of equity capital, and those
potentially becoming shareholders by purchasing the shares in the market. Eventually, it would
be a translation of increasing demand for the share of the corporation and increasing the price,
as the demand and price would depend on how the demands of the investors and analysts
would be met.

Moreover, also the top managers of Merita Bank, particularly, were more interested in
reducing the bank’s ownership stake in UPM-Kymmene and letting what remained of the old
sphere influence based on this ownership, get reduced. This would be a translation of meeting
the demands of Merita Bank's own investors and shareholders, especially foreign, related to
shareholder value. They would largely demand that investments in ownership stakes of
corporations should not be retained if the main objective in the ownership was not maximizing
return on the investment but e.g. only ensuring the continuance of the important customer
relationships or power positions””®. The State, t0o, was more interested in reducing its ownership
stake in Enso and letting what remained of the old sphere influence it had on the corporation,
based on this ownership, get reduced.

Interests in further raising foreign capital in the mid and late 1990s. Particularly
for the CEOs and financial managers of the P&P corporations, raising foreign debt capital and
foreign equity capital —in which they were also otherwise increasingly interested (see p. 123) —
were also translations of having the corporations rely less on the financing and doing away with
what remained of the old sphere influence of Finnish banks or the State. Particularly for the
managers of UPM-Kymmene, it would be a translation of doing away with what remained of the
old sphere influence of Merita Bank. For the managers of Enso, it would be a translation of doing
away with what remained of the old sphere influence of the State. Doing away with what
remained of the old sphere influence, in turn, would be one translation of meeting demands of
investors and analysts related to the corporate governance model and the fair treatment of
shareholders. Nevertheless, meeting these demands of investors and analysts would, on the
other hand, be one translation of the interest in potentially raising foreign equity capital itself.

Mobilizations. In the mid and late 1990s, the interests in introducing the Anglo-Saxon
corporate governance model and doing away with what remained of the old sphere influence
were strong, as the corporations communicated commitment to fair treatment of minority
shareholders. They were strong, as Boards of Directors were made to consist predominantly of
independent members. The interests were strong, as professional expert members were
nominated to the Boards, t00.”* For instance, UPM-Kymmene nominated, in 1999, to its Board a
top manager of an international consumer goods company, Unilever, and an owner-partner of an
international law firm?”®. Stora Enso, in turn, nominated a top manager of the global consumer
goods company Procter&Gamble and a top manager of Deutsche Bank to its Board in 199876,
Mareover, the interests were strong, as Board membership durations were shortened from the
traditional appointments of several years or even decades and as more extensive stock option
schemes were introduced. Finally, the interests in further raising foreign capital were somewhat
strong, as foreign credit capital was increasingly raised and equity capital was used to finance
e.g. acquisitions and mergers — decreasing the importance of credit and equity capital of the
Finnish banks and the State.

On the other hand, the interests in letting what remained of the old sphere influence Merita
Bank had on UPM-Kymmene get reduced were fairly strong, as Merita reduced its ownership in

273 Interviews (with Vainio 22.9.2005).
274 Tainio 2003.

27 UPM-Kymmene Annual Report 1999.
276 Stora Enso Annual Report 1998.
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UPM-Kymmene after the merger of Kymmene and UPM. In 1996, Merita Bank's ownership was
still above 3 percent and together with its related institutions, such as pension funds, it owned
over b percent of the corporation. At the end of 1997, the same figures were 0.7 and 2.0. During
1998, the bank reduced its ownership practically to zero. By the end of 1999, the related
institutions did not own more than one percent, either. Furthermore, during the same time,
between 1996 and 1999, the insurance company groups that had been closely related to SYP
and KOP in the spheres, also reduced their ownership from about 15 percent to about 8
percent’”’ Similarly, the interests in letting what remained of the old sphere influence the
government had on Enso get reduced were fairly strong, as the State reduced its ownership in
the late 1990s. In 1995, the Finnish Parliament authorized the Council of State to reduce the
State’s share of ownership and voting rights to one third, and in 1997 the state agreed to convert
its shares to ones with less voting rights, letting its share of votes drop to 46 percent””®. In June
1998, the Parliament then abolished the provision requiring the State to hold a one-third interest
in Enso, making it possible for Enso to merge with the Swedish STORA. The merger reduced the
share of ownership to 18 percent and share of votes to 22.7”* In the following years, the State
also planned to sell the rest of its ownership in the corporation.

Summarizing some of the merger & acquisition and sphere developments in the 1990s,
Figure 6 illustrates the important mergers and acquisitions of the Finnish P&P corporations
between 1990 and 1998 (excluding foreign acquisitions) and Figure 7 the situation in 1999. In
1999, there remained basically only UPM-Kymmene and Stora Enso and the allied Metsa-Serla
and Myllykoski as the Finnish P&P corporations (see section 6.3.4 for the alliance; see also p. 137
for UPM-Kymmene divesting the metal industry business Rauma). Note that in Figure 7, joint
ventures between the corporations are left unillustrated: particularly Metsa-Botnia and Kemi,
which were still jointly owned by UPM-Kymmene and the agri-capital sphere and Metsa-Serla.
On the other hand, UPM/Repola or UPM-Kymmene had got rid of the agri-capital sphere as its
significant owner, so that UPM-Kymmene was not much attached to this sphere any more.
Mareaver, the influence of the banks and the State had largely dissolved, whereas the influence
of the agri-capital sphere on Metsa-Serla remained.

277 UPM-Kymmene Annual Reports 1996, 1997, 1998, 1999.
2% Enso Annual Report 1997; Helsingin Sanomat, 25.2.1998.
279 Stora Enso Annual Report 1998.

Stora Enso Annual Report 1999.
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Figure 7: Finnish P&P corporations in 1999.

6.1.9 Investor demands for disclosure of information, for clear
objectives and policies for financials, and for clear strategies

Mobilizations. Beyond the corporate governance model and doing away with the old sphere
arrangements, investors and analysts would present rather strict demands concerning
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communication and the disclosure of information. Communication and disclosure of information
would have to be made far greater than before. Financial information would have to be
calculated and reported on a quarterly basis and according to internationally accepted standards
already by the mid 1990s. But a particularly new demand for the top managers was the calling
for formulation and communication of a clear strategy with clear objectives and policies,
including objectives and policies for key financial figures and capital budgeting. Still at the
beginning of 1990s, these had not been much communicated outside the corporations. Actually,
there had not even been well-defined objectives and policies for key financial figures and capital
budgeting. Further, when the strategies, policies, and objectives would be set and
communicated, the investors and analysts would naturally demand the management to be
consistent with them: if there were deviations, top managers would have to justify the deviations
carefully and with convincing arguments.

Stora Enso investor relations manager, retrospectively:

The management started to really take investors and analysts into account and adopted this
shareholder value thinking in about 1994-1996. The foreign investors taught this to us, the
American ones particularly. The executive board had to sit down and think what this all meant
They had to set target values for key figures, clear business strategies. Taking the investors into
account and thinking about them created a lot of strategic thinking which changed the ways of
managing. The investors had a very big impact on the managers and increased the target-
orientation of management considerably. Also, we had to communicate the strategies and targets
clearly and be able to justify them.

When it comes to key financial figures, it was demanded that the top managers set and
communicate target levels for e.g. return on investment, economic value added, equity, debt-to-
equity or gearing ratio, and share of dividends of the earnings.?®

Demands for setting and communicating the target levels for key financial figures related, in
turn, closely to demands for setting and communicating policies of capital budgeting. Besides
the demand for a large proportion of earnings to be paid as dividends, in the late 1990s, there
started to be demands for the corporations to make share repurchases, or buy back its own
shares in the market. This became possible in Finland in the autumn of 1997 due to a change in
legislation. Particularly foreign investors could prefer share repurchases over dividends because
they would, in theory, obtain the same value in the form of higher share price but would not
have to pay additional source taxes like on dividends.

On the other hand, there were very strict demands for keeping the level of investments low.
Analysts and investors had highly skeptical attitude towards investments. They were very aware
of the tendency of P&P companies to make over-investments, particularly in upturns — like at the
end of the 1980s. %' The eagerness to make investments in building new paper machines during
upturns when demand growth prospectives were promising would often mean that several
machines became ready in a couple of years —in the middle of downturn. Since many
companies would make investments in similar machines, the market would eventually suffer
from considerable overcapacity, which would pressure prices down and eliminate future returns
on the investments and ruin their profitability. The situation of an individual corporation would be
worsened had it raised a large amount of debt to finance the investments: the interests would
create a significant cost burden, further detracting from the earnings. So, investors would often
react to investment announcements by becoming disappointed and selling shares of the

20 Interviews (e.g. with Harsu 13.10.2005; Paajanen-Sainio 30.9.2005).

21 Syrjdld, Johanna (1995), Teollisuustuotteen lanseerauksen markkinointimixin ja timdn testauksen merkitys metsiteollisuustuotteiden
menestymisessi: Case-tutkimus Enso-Gutzeit Oy:std, Pro Gradu Master’s Thesis, Department of Marketing, Helsinki School of Economics
and Business Administration, Helsinki, Finland. p. 10.

Luukka, Teemu (1995), “Porssissdkin suuri on kivempi kuin pieni”, Helsingin Sanomat, 17.9.1995.
Seppénen, Pekka (1995), ”Vuonna 2000 kaikki on taas pilalla”, Talouselimd, 28, pp. 18-22.

Baer, Katarina (1998), “Metsiteollisuus painii ylituotannon kanssa”, Helsingin Sanomat, 8.8.1998.
Tainio 2003.
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corporations, which would make the share price fall — they would rather see the cash to be used
for paying dividends. For instance, when UPM announced it would build a large paper machine
in Rauma in 1995, the share price of Repola, whose part UPM was at the time, fell significantly,
actually drawing down the share prices of Enso, Kymmene, and Metsa-Serla, too.

UPM manager, Mainio Vainio in 7995 (after UPM's announcement of new machine
investment and fall in share price)™:

Behind [the fall in the share price], there’s the fear that the industry again invests itself sick. Partly
it happened at the turn of the decade: when the recession came, the investments were in our
laps. Now the [foreign] analysts fear that the situation will repeat itself, again.

An Investment analyst for Scandinavian companies at Barclays Bank /n 1995
(after UPM's announcement of new machine investment and fall in share price)

The stock market is very allergic to investments and it is generally pondered if the boom period is
over or not... There's the fear that others run to make investments, too, after UPM.

The demands for setting and communicating policies of capital budgeting were closely related to
demands for setting and communicating clear strategies, too, particularly when it comes to
growth strategy. First of all, investors and analysts demanded clear strategies of how the
corporation would grow in the future. But the policy for low investments meant that there was
demand for the growth strategy to be based mainly on mergers and acquisitions. Managers
should minimize investments in new machines and capacity and grow through acquiring existing
capacity. This way capacity on the level of the entire market would not increase and overcapacity
would not become a problem.

Stora Enso investor relations manager, /n 1998%%:

[7he most important factor explaining the low share prices is the reputation of the forest industry
as reckless investor. If a corporation has earned a billion, it goes right away to spend two billions
on new machines. Large investors do not yet believe that the contemporary managers would be
wiser than the honorary mining counselors of the requlated era:]

The investors | meet are always worried about whether we stay on the right path. Forest industry
has to gather confidence still for some time because there should not be explosion in new
investments...

When there have not been any [mergers or acquisitions] for a couple of months after the merger
announcement of Stora and Enso, they [investors] think that there has been a stop now. When
the corporations are strong in cash, investors start to expect large investments instead of mergers.
They fear that the engineers get the money to their disposal.

Having and communicating clearly a growth strategy based on mergers and acquisitions would
thus be an additional new and rather strict demand of analysts and investors.

Interests in disclosure of information, in clear objectives and policies, and in
clear strategies since the mid 1990s. Recognizing the new investor demands, since the
mid 1990s, the CEOs, financial managers, investor relations managers, and corporate
communication managers of the P&P corporations became more interested in extensively
disclosing information according to international standards, setting and communicating clear
objectives and policies for key financial figures and capital budgeting, and having and
communicating clear strategies, including a clear growth strategy based on mergers and
acquisitions. This would be a translation of meeting both the demands of those investors already
as shareholders, those potentially becoming shareholders in the raising of equity capital, and
those potentially becoming shareholders by purchasing the shares in the market. Accordingly, it

282 Jivonen, Jyrki (1995), “Yhtyneiden jitti-investointiin suhtauduttiin happamasti - porssikurssit notkahtivat. Sijoittajan sielua hoidettu
vadrin”, Helsingin Sanomat, 31.8.1995.

23 Ibid.

284 Tivonen 1998.
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would be a translation of increasing demand for the shares of the corporation and raising the
price.

Mobilizations. The interest in meeting demands of analysts and investors related to the
extensive disclosure of information according to international standards was strong, as the
corporations started to calculate financial information on a quarterly basis according to
internationally accepted standards and publish quarterly interim reports by the mid 1990s”°. The
interest in meeting demands related to setting and communicating clear objectives for key
financial figures was strong, as typical target levels were set as follows: 12—15 percent for return
on investment, a positive value for economic value added, a minimum of 40 percent for equity
ratio, a maximum of 0.8 for debt-to-equity ratio, or a maximum of 100 percent for gearing ratio,
and 30-50 percent of the earnings paid as dividends?®. The interest in meeting demands related
to setting and communicating clear policies for capital budgeting were strong, as the
corporations increasingly emphasized that low level of investments would be maintained and
cash used to generous dividends and repurchases of own shares and acted accordingly. For
instance, UPM-Kymmene bought back 10 percent of its existing stock in 1998—-2000. It was also
increasingly emphasized that investments would focus on maintaining or replacing old paper
machines, not building new ones and that investments would be financed using cash flow and
divestiture proceeds, rather than by taking loans.”® Moreover, in case the managers seemingly
made deviations from the policies, they would increasingly attempt to justify the deviations with
carefully crafted arguments.

Stora Enso investor relations manager, retrospectively:

The investars and analysts had a strong influence on the corporations’ investment discipline and
played a part in the managers adopting a policy of a low level of investments. Management had to
get used to that, which meant that any investments had to be justified with good arguments.

For instance, in the above mentioned investment case of UPM, or Repola:

An investment analyst /in 7995 (after UPM's announcement of a new machine investment
and a fall in share price)?%:

[The most experienced forest industry analyst of Finland, Carnegie’s Hannu Angervuo thinks that
Repola should blame itself for the fall in the share price, since UPM neglected sharing
information to investors] 1t's not enough that the mill manager Yrjo Olkinuora arranges a small
press conference for local newspapers in Rauma. There should be wider and more detailed
communication about an investment of over two billion marks. They should have communicated
that the investment does not cause downturn, does not lead to overcapacity and does not cause a
drastic fall in paper prices. This way the fall in the share price would have been smaller. ..
[Angervuo thinks that investors do not understand what kind of moneymaker the new machine of
400,000 tons of LWC paper will be.] Investors should be told about the financing of the
investment, its payback time, and its effect on utilization rates. .. | personally expected a fall in
share price, albeit not ten percent. There was no reason for that radical a reaction, but it is so that
the fearful animals of the creation are the rabbit and the investor.

Enso financial manager (executive), Esko Makeldinen, in 7995 (after UPM's
announcement of a new machine investment and a fall in share price) %:
[£nso’s CFO explains the fall in share prices with the events at the turn of the decade, which

28!

Interviews (e.g. with Poranen 11.5.2005).

28 Mynttinen, Veli-Matti (1999), (editorial), Insight, 2, p. 3.

Anon. (c) (1999), “Metsi-Serla Specializes in demanding end-use applications”, Insight, Millennium, pp. 20-22.
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wounded investors” souls.] We have tried to calm down investors by recommending that they
study how many new machines were built then and how many machines have been ordered now.
The new machines come to the Nordic countries and normal growth in demand absorbs the
increase in supply rapidly.

Furthermare, the interest in meeting the investor and analyst demands related to having and
communicating a clear growth strategy based on mergers and acquisitions was strong, as, in the
late 1990s, the corporations grew and obtained additional production capacity by mergers and
acquisitions, rather than by building new capacity, and emphasized this as their strategy. The
interest was strong, as at times the strategy was to some extent followed even if it was not
necessarily optimal business-wise:

Stora Enso line manager (executive), retrospectively:

Forinstance, if we or one of the other large corporations decide to build a new fine paper
machine, the share price goes down and the analysts blame us for being irresponsible in
increasing capacity so that the market won't be able to take it and prices will go down. So, we
won't build anything and drive our machines old. Then one of the mid-sized companies succeeds
in growing and makes an investment. The company's debt burden goes up and in the next slump,
the company goes down and one of the large corporations has to acquire it. Then the analysts will
applaud that it's damn good that there is consolidation, that you bought up one company. But
note that then we have the same new machine in our assets — the only problem is that it's likely to
have been built to produce the wrong paper grade, located in the wrong place, and badly built. ..
This is one dilemma created by the analysts, investors, and the quarterly economy. How to adapt
to it and still not fall because of it?

6.1.10 Investor demands for clear and focused product and business
portfolio strategies

Mobilizations. When it comes to clear strategies, one additional area where analysts and
investors presented demands for having and communicating clear strategy concerned the
product and business portfolios of the corporations. Since the mid 1990s, the analysts and
investors increasingly demanded that the risk associated with the ability of the corporations to
create value to them in their various businesses would be as easily analyzable as possible. Then
the investors could themselves better analyze the risks and would not have to rely so much on
the top managers doing or not doing the analysis on their behalf. They would also know better
what level of return to demand on their investment, as an appropriate level demanded would
depend on the risk level of the investments the corporation would have in different businesses.
So, the analysts and investors demanded that the corporation communicated to them clearly
what products it would be producing and what businesses it would be in. The corporation should
have a clear product and business portfolio strategy. Further, it was demanded that the
corporations would focus on rather few products or product groups and businesses. The
corporation should have a focused product and business portfolio strategy, or a portfolio focusing
on core products and businesses. Also this would make it easier for the analysts and investors
themselves to analyse and decide the risk associated to the ability of the corporation to create
value to them, as the corporation would have less diversified businesses™. On the other hand,
focus on core products and businesses would also mean that resources would be concentrated
on supporting and growing those businesses in which the corporation would have the best
chances of creating shareholder value and return on capital — not wasting the resources in other
businesses.

20 Siitonen, Silja (2003), Impact of globalisation and regionalisation strategies on the performance of the world’s pulp and paper companies.
Doctoral Thesis, Helsinki School of Economics, Helsinki, Finland. p. 85.
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Representative of Tiger Management, a US investment fund coming to own over
10 percent of UPM-Kymmene's shares in 1998, in 71999%':

Growing shareholder value is not a one-off objective but a way of managing. It has to be
continuous and systematic and concentrate on making the use of capital more efficient. It leads
the corporation to focus on its core businesses.

The analysts and investors could recognize, in the mid 1990s, that the corporations already
focused their portfolios heavily on paper and board production. Considerable investments were
being made only to paper and board businesses and to support and grow particularly them,
partly with the help of the case obtained from the divestments of other businesses. They
recognized also that the corporations had already made considerable divestments since the
1980s. For instance, Kymi, or Kymmene had sold its petrochemical business and brick factory in
1981, metal industry business in 1986—1987, air conditioner business in 1984, printing business
gradually in 1984-1989, and chemical business at the beginning of 19907, Enso had, by the
beginning of the 1990s, sold its ships, parts of its energy production and power lines, and
plywood and veneer production and house manufacturing”. Nevertheless, the analysts and
investors demanded that the corporations and their top managers had and communicated still
clearer and more focused product and business portfolio strategies. For instance, analysts and
investors demanded, since the early 1990s, that Repola would separate its metal industry
business (Rauma) from the P&P industry business (UPM)?*,

[management interest (in corporate branding) mil#2]
Communicating a clear and focused portfolio of core products and
businesses to investors and analysts

Interests in communicating a clear and focused portfolio of core products and businesses
to investors and analysts since the mid 1990s. The CEOs, financial managers, investor
relations managers, and corporate communications managers of the P&P corporations became
more interested in having and communicating clear and focused portfolios of core products
and businesses to investors and analysts, particularly since the mid 1990s. This would be one
translation of meeting investor and analyst demands of having a clear product and business
portfolio strategy and a portfolio strategy focusing on core products and businesses.
Particularly having a focused portfolio of core products would also be a translation of focusing
on supporting and growing those businesses in which the corporation would have the best
chances of creating shareholder value and return on capital, of not wasting the resources in
other businesses, and even of obtaining cash from divesting the latter, which could be
invested in the former.

Mobilizations. The interests in having and communicating clear and focused portfolios of core
products and businesses to investors and analysts were strong, as the corporations made
further divestments in the mid 1990s**°. UPM-Kymmene had been born from the 1996 merger
of Kymmene and the conglomerate corporation Repola formed in 1990, consisting of UPM’s

21 Lilius 1999.

292 Ojala 2001, pp. 42-45; Ojala and Lamberg 2006.
2% Ahvenainen 1992, p. 688; Lamberg 2006.
Nurmi 1994.

Tainio and Lilja 2003; Lilius 1999; Puputti 2003; Nési, Lamberg, Ojala, and Sajasalo 2001.

Puranen, Anne (2000), Suomalaisten metsiteollisuusyritysten kansainvilistyminen vuosina 1994-1999: Liiketoiminnallisen kehitysuran ja
omistajuuden nikokulma. Pro Gradu Master’s Thesis, Department of Organization and Management, Helsinki School of Economics,
Helsinki, Finland.
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paper business and Rauma’s metal industry business. After the merger, UPM-Kymmene soon
started to divest the metal industry business?*®. The chemical business (Finnish Chemicals,
Finnminerals) was sold by 1996, yacht manufacturing in 1998; production of special non-
linting air-laid paper for hygiene products, table settings, and industrial wipes (Walkisoft) in
1999 and stationery production (UPM Stationery) in 1999%%7. Share holdings in public
companies such as in Nokia as well as share holdings in energy companies and some real
estates were sold?®®. Enso (later Stora Enso), in turn, divested forest chemical businesses, the
carbonless copy paper business, and the specialized fine paper mills of Tervakoski and Dalum
in the late 1990s. In 2000, Stora Enso sold the main part of its power assets®’. Metsa-Serla, in
turn, sold its saw business in 1995 and chemical business in 1996. It was also planning to
divest its tissue paper business, formed a corporation of it, Metsa-Tissue, and listed it on the
stock exchange in 1997.3%

The interests in having and communicating clear and focused portfolios of core products
and businesses to investors and analysts were also strong, as particularly Stora Enso sold
forests in its ownership. Enso owned extensive forest land in Finland, after the merger with
STORA even more in Sweden, and after the acquisition of Consolidated Papers in the USA and
Canada as well. UPM-Kymmene and Metsa-Serla did not own extensive forest land. In Finland,
Stora Enso transferred its Finnish forests to Tornator forest company and sold the majority of
its shares to Finnish institutional investors in 2002%°". At the same time, in North America,
over hundred thousand hectares of forest land were sold. In 2004, Stora Enso transferred its
Swedish forests to a company whose majority was sold to institutional investors and sold more
forest land in North America®®.

Moreover, the interests in having and communicating clear and focused portfolios of core
products and businesses to investors and analysts were strong, as the managers continuously,
and particularly when divestments were made or investments in paper or board production
were made, emphasized to investors and analysts that their core businesses were in printing
and writing papers, and, in case of Stora Enso and Metsa-Serla, also in packaging boards and
packaging. Further, the interests were strong, as the managers emphasized a focus within
these businesses. Metsa-Serla, in particular, emphasized to investors and analysts that it
would focus especially on coated fine papers and boards, as well as packaging boards and
packaging. On the other hand, the managers of UPM-Kymmene and Stora Enso tried to
emphasize that their portfolios were clear and focused and the products very related, even if
they produced a wide variety of different papers including e.g. standard newsprint, uncoated
and coated magazine papers, fine papers, and packaging boards. For instance, the CEO of
UPM-Kymmene talked about a “focused multi-division concept” in the late 1990s and early
2000s*.

Finally, the interests in having and communicating clear and focused portfolios of core
products and businesses to investors and analysts were strong, as the the managers
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increasingly attempted to articulate good justifications for seemingly not so focused product
portfolios. For instance, when it comes to paper products, a “somewhat wide product
palette” could be justified e.g. with an objective of “making earnings less cyclical”>*. Being
in the mechanical forest products business with timber products, in turn, could be justified by
emphasizing that sawmilling was of necessary support to the paper and board production,
serving it economically with woodchip raw material. It could also be emphasized that
sawmilling would make the buying of pulpwood used in chemical pulp production for paper
and board production more efficient, as forests from where pulpwood was bought would
often grow saw timber tree needed in sawmills, too. Moreover, it could be emphasized that
there would be synergies in wood procurement and that, at the same time, additional profits
could be taken from the timber products.3®

6.1.11 Investors evaluating the corporation on strong brands owned

Mobilizations. Another specific criteria on which analysts and share investors would, by the
late 1990s, analyse companies as investment targets would be the extent they would own
certain strong brands®®. A strong brand would be a product name or trademark the products
were sold with which customers would potentially trust so much as being appropriate for certain
needs or end-uses of theirs, with a certain quality level, that they could buy the products largely
out of habit, instead of similar competing products sold with other names. Customers could also
have emational bonds to the product name and to products sold with it. Furthermore, the
customers could be willing to pay premium prices for these products relative to other similar
products appropriate for the same needs and end-uses with a similar quality level, due to their
trust that the former products would be more appropriate and/or have better quality level, as
well as due to their emotional bond to the product name. And when new products would be
introduced to be sold with the same product name, the customers could very potentially be
interested in buying the products, even if not much promotion was done. They would also
potentially come to buy the new products out of habit, again, as well as pay premium prices for
them "

Analysts and investors would expect strong brands as likely to generate higher profits and
cash flows for the company owning them, now and in the future, relative to companies not
owning such brands, even if the latter corporations would be offering customers highly similar
products. Due to the expectations, their demand for shares of corporations owning strong brands
would be higher.*®

304 Rodden, Graeme (2002), “Think leading, think Stora Enso”, Pulp and Paper International, 44(6).
305 Interviews (e.g. with Taukojarvi 30.9.2005).
Note that like is true for my descriptions involving any other entity, such as “merger”, “investor”, “clear strategy”,
“communication”, “capital”, “customer”, “differentiation”, “international”, “paper”, “money”, “forest”, “brochure” etc., my
description involving “brand” or “strong brand”, as well as the level of detail in which related entities are described, reflects the
informants’ decriptions and their level of detail in the sense of definitions and specifications. “Brand” or “strong brand” are, thus, not
awarded a special position in this study.
307 Interviews (e.g. with Mynttinen 19.10.2005; Metsavirta 8.8.2005; Vainio 22.3.2005; Vainio 22.9.2005; Granholm 22.3.2005; Taukojérvi
30.9.2005).
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[management interest (in corporate branding) mi#3]
Emphasizing the corporation’s brands to investors and analysts

Interests in emphasizing the corporation’s brands to investors and analysts since the end
of the 1990s. By the 2000s, the CEOs, financial managers, investor relations managers, and
corporate communications managers became more interested in communicating and
emphasizing the corporation’s strong brands to investors and analysts. This would be a
translation of meeting their criterion calling for strong brands from any company in which
investments would be made.?®

The corporations would have somewhat strong brands especially in relation to products
sold to consumers. First, in relation to tissue papers, Metsa-Serla/M-Real or its daughter
company Metsa-Tissue would have the fairly strong “Serla” brand. Its Mantta mill (previously
owned by Serlachius) had since 1961 promoted and sold different kinds of tissue paper
products, such as toilet tissue, kitchen towels, and handkerchiefs, as well as greaseproof
baking and cooking paper products, with the “Serla” brand name, mostly in Finland. “Serla”
would be a strong tissue, kitchen towel, handkerchief, and baking and cooking paper brand
among the majority of Finnish consumers in the late 1990s.%'® Furthermore, the corporation
would also own many other brands strong in Sweden and other European markets, such as
“Lambi”, which it had come to own in the acquisition of Swedish Holmen Hygiene’s tissue
business (1989).

In the late 1990s, Mets&-Serla was actually planning to divest the tissue business®'". But,
there would also be other paper product types where there would be somewhat strong
brands, i.e. fine paper sold cut-size as office papers to end-customers such as to offices,
companies, and public institutions of various sizes and to consumers, or households. Unlike
with tissue papers, the production and selling of office papers would be a core business in the
remaining corporations, Stora Enso, UPM-Kymmene, and Metsa-Serla. In office papers,
particularly strong brands - internationally - would the trademarks of the leading copying
machine and printer machines, original equipment manufacturers, such as “Xerox” (Rank
Xerox Corp.) and “Canon” (Canon Corp.).

The OEMs would buy paper from numerous paper mills around the world to sell it with
their own brand names and packaging. To larger offices and companies the paper would be
delivered via the mills’ local warehouses, via the OEMs’ local distribution offices, or via some
third-party stationery wholesalers. Smaller offices, companies, and households could buy the
paper from the OEMs’ local equipment dealers or from stationery retailers. The end-
customers would generally trust the paper sold with the OEMs’ brands as functioning best in
their copying and printing machines and pay a premium for it, relative to products sold with
other brand names. In particular, the end-customers, having copying machines or printers of
e.g. “Xerox”, would often trust in office paper with “Xerox” name as being appropriate for
their use, with the best possible quality level, especially when it came to the functionality of
the paper in just their own machines. For some customers, this trust would be based on
experience of the paper and for some on a hunch of that paper which had the same name as
their copying machine or printer had would inevitably be optimal. For some customers, in
turn, the trust would be based on the knowledge that the OEMs were very active in
developing the copier and printer papers with paper producers simultaneously when

309 Tbid.

310 Anon. (2005), “Serla was born in the golden sixties” [online]. Metsd-Tissue. http:/ /www.serla.com/ portal/english/brand/history/
(Accessed 15.8.2005).
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developing the machines and printers. Often the OEMs would even lead the paper
development with their own paper engineers and then give the specifications to various paper
producers to have them produce the paper to be sold with the OEM’s brand name.>'?
Nevertheless, the P&P corporations, or the mills, themselves would also have somewhat

strong office paper brands, known as mill brands, in the late 1990s. These brands would be
somewhat strong among customers within smaller regions or in individual countries where the
products would be distributed and sold. Examples included Enso’s (later Stora Enso’s) colour
copying and laser printing paper “4CC” from its Tervakoski mill, fairly strong in many
European countries, and UPM-Kymmene’s basic office paper “KymCopy” from the Kuusankoski
mill, somewhat strong mainly in Finland, and later “Yes” and “Future”, somewhat strong in
some European countries. When it came to the fine paper mills the corporations owned
outside Finland, such as UPM-Kymmene’s Nordland (Germany) and Docelles (France) mills and
Enso’s Berghuizer mill (the Netherlands), they would produce and sell office paper with their
own brand names, which were somewhat strong brands particularly among customers in the
market areas around them. On the other hand, some competing P&P corporations would have
even stronger mill brands: for instance, Swedish STORA (later Stora Enso) had “Multicopy”
and Swedish MoDo (later acquired by Metsa-Serla/M-Real) had “DataCopy”, which would be
quite strong in many European countries; the Austrian “Neusiedler” was quite strong
internationally. So, the managers were basically interested in communicating and
emphasizing to investors their corporations owning fairly strong brands e.g. in office
papers.>"

Metsa-Serla/M-Real financial manager (executive)/ deputy CEO, retrospectively:

After the mid 1990s, there was some interest in reminding the analysts and investors that we

also had some brands which could be valuable. These were mostly, of course, in the office

paper category. However, there was also the dilemma that the brands were losing
significance due to the similar quality of different producers’ papers and the private labels.

Indeed, the strength of office paper brands would be decreasing to some extent. Since the
1960s, the development of copier and printer papers in Europe would have largely been led
by OEMs, particularly Xerox and later also Canon. As had largely been the case since the
1970s, the OEMs would deliver the specifications of the paper to increasingly many other
mills, not just those they were closely cooperating with, helping them adapt their machines
to produce the optimal kind of paper for them. Also the paper machine manufacturers, which
were in the late 1990s only few in number globally, main players being Valmet (Finland),
Voith (Germany), and Beloit (the USA), would help in this. They would have the expertise of
building and rebuilding the paper machines of the mills: the latest paper-making technology
could basically always be acquired from the paper machine manufacturers. So, since the
1980s, the OEMs had numerous mills across the continent producing similar paper at a highly
similar quality level for them. On the other hand, the mills would recognize that they could
sell more office paper by selling it also to other distributors and wholesalers with their own
names. They could produce exactly similar paper as for the OEMs or slightly alter the paper
mix, and sell it to merchants and stationery wholesalers to be distributed to end-customers.
At least the large end-customers would know well that this paper would be similar to that
sold with an OEM’s name: if the paper with the mill’s name could be bought a little cheaper

312 Interviews (e.g. with Rosenbréijer 24.2.2005; Taukojarvi 30.9.2005; Hennig 7.11.2005; Paananen 1.11.2005).
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Interviews (e.g. with Simelius 12.4.2005; Hennig 7.11.2005);

Rosenbroijer 1994;
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or with better delivery service, they would often be willing to buy this paper instead of the
OEM paper. Some customers, particularly many state-governed companies and public
institutions, would also prefer to buy paper with a domestic name, rather than with the name
of e.g. an American (“Xerox”) or Japanese (“Canon”) name. For instance, large office
customers in Finland would often know that Kymi’s Kuusankoski mill produced paper for
“Xerox” but basically similar paper could be bought from a merchant also with the brand
name “KymCopy” (Kymi). They would often know also that Metsa-Serla’s Kangas mill
produced paper for “Canon” but similar paper could be bought with “Lokki” or “Amicus”
name (Metsa-Serla). And even if they did not know this, they could experience the paper
functioning similarly in their copiers and printers. Thus, many mill brands were becoming
stronger, at least relative to brands of producers not cooperating with or producing paper to
any OEM. The relative strength of the OEM brands would, thus, also be decreasing.>"*

In the late 1980s, the intermediaries, particularly the merchants, had started to
consolidate. Larger merchants, or merchant chains, would be willing to buy large amounts of
office paper from the producers and sell office paper with their own private label names.
Many mills, especially those suffering to some extent from overcapacity, would see this as an
opportunity to sell more fine paper. Papers made to similar or only slightly different
specifications relative to those sold with OEMs’ or mills’ own names, would appear
increasingly in the merchants’ selections, now with their own private labels. Again, larger
end-customers would know well that a private label paper would be similar to that sold with
an OEM or mill name: if the paper with the merchants private label name could be bought a
little cheaper or with better delivery service, they would often be willing to buy this paper
instead of the paper with OEM or mill name. For instance, large office customers in Finland
would often know that Veitsiluoto’s Kemi mill produced paper for “Xerox” but basically
similar paper could be bought, not only with the name “KymCopy” (Kymi) from merchants
and stationery wholesalers, but also with name “Zoom” from a particular merchant,
Amerpap. And even if they did not know this, they could, again, experience the paper
functioning similarly in their copiers and printers. The strength of both the OEM brands and
mill brands would be decreasing.>"

Since the late 1980s, the new and modernized paper machines, as well as the more and
more advanced copying machines and printers would also play a role. The paper machines of
different mills would be able to produce office paper of increasingly similar quality. And the
new copying machines and printers would function well and without problems regardless of
slight differences in the paper. This would further decrease the strength of the OEMs’ and
mills’ office paper brands. Papers sold with different names, be it that of an OEM, a mill, or a
merchant, would function quite equally well in the end-customers’ copying machines and
printers. Nevertheless, the end-customers could retain some trust in products sold with
certain name being most appropriate for certain needs or end-uses of theirs, with the best
quality level, as well as have certain emotional bonds to the product name and to products
sold with it. To some extent, customers could still buy these products out of habit and even
be willing to pay premium prices for these products relative to other similar products.3'

Metsd-Serla/M-Real deputy CEO, retrospectively:
Although the office paper brands were perhaps becoming weaker in the 1990s, they still had

some strength. And they could also be pointed out to analysts and investors anyway, why not
- at least it would not do harm... And neither would it do harm to point out also other than

314 Tbid.
315 Ibid.
316 Tbid.
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office paper brands - even if they could be of less significance. We had, for instance, Galerie

Art and Galerie Fine in printing papers.
So, despite the fact that the strength of e.g. office paper brands would be decreasing, the
CEOs, financial managers, investor relations managers, and corporate communications
managers were more interested in communicating and emphasizing the brands of the
corporation to analysts and investors. And this did not necessarily concern only brands in
consumer products, such as office papers, but potentially whatever products the corporations
produced and sold.

Mobilizations. The interests in emphasizing the corporation’s strong brands to investors and
analysts were strong, as top managers increasingly presented the brands of the corporation,
e.g. office paper brands, to analysts and investors when meeting them. The interests were
also strong, as e.g. company magazines and even annual reports were made to present and
tell about the brands.?"”

6.1.12 Investors evaluating the corporation on dynamism and
renewal

Mobilizations. Yet another specific criteria on which analysts and share investors would, by
the late 1990s, analyse companies as investment targets would be the extent they and their top
managers were dynamic and able to renew themselves. To the extent that analysts and investors
considered the the corporations and their top managers quite dynamic and capable of renewing
themselves, they often thought that they had the ability to develop and implement effective and
innovative strategies increasing shareholder value "

[management interest (in corporate branding) mi#4]
Signalling renewal to analysts and investors

Interests in signalling renewal to analysts and investors since the end of the 1990s. The
CEOs, financial managers, investor relations managers, and corporate communications
managers became more interested in signalling renewal to analysts and investors. This would
be a translation of meeting their demands and increasing the demand for the corporation’s
stock.

Metsa-Serla/M-Real deputy CEO, retrospectively:

Since the mid 1990s, it has become much more important for the managers to show investors
and analysts that they and the corporation are dynamic and aspiring to renew the
corporation and its strategies to some extent. This has become very important.

Enso/Stora Enso investor relations manager, retrospectively:

Since the mid 1990s, the management has had to notice that their personality and their
ability to give a dynamic and innovative picture of themselves and the company they are
leading is important. It has also become clear that they have to be able to renew themselves
all the time, to some extent.

Enso/Stora Enso line manager (division, executive), retrospectively:

It would certainly be important to show to the investor world your capability to renew
yourself. And, | think that not even close to all of it could, in practice, be based on concrete
facts about what was going on in reality, the reality in the company. It wouldn’t be
possible...

317 Interviews (e.g. with Mynttinen 19.10.2005; Paajanen-Sainio 30.9.2005; Metsévirta 8.8.2005; interview with 31.1.2005).
318 Interviews (e.g. with Harsu 13.10.2005; Paajanen-Sainio 30.9.2005).
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Anyway, investors would be very critical with regard to these issues about the management.
You have to be able to show new development directions, show were where you’re going to
They will assess if the company is dynamic and renewing itself, if the management is
dynamic. Never mind that the real results from these kinds of changes would show in the

organization only after years, if even then.
Mobilizations. The interests in emphasizing signalling renewal to analysts and investors were
somewhat strong, as the corporations increasingly emphasized, for example, their use of high

technology and e-commerce in business. The interests were strong also, as the corporations
could launch “new venture” organizations.*"

319 Tainio 2003.
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6.2 Differentiation of products and Selling own products

Interests in producing and marketing products with higher value added since
the early 1980s. As described in section 5.2 (p. 87), the Finnish P&P corporations were, in the
early 1980s, producing mostly standard commadity products, mostly with rather low value
added. Recognizing the problems related to cost-competitiveness (see p. 102), the CEQs, line
managers (of mills and, later [see 7.1.2], divisions), and (strategic) development managers of the
Finnish P&P corporations became mare interested in producing and marketing products with
higher value added. This would be one translation of making cost-efficiency less critical and
improving cost-competitiveness. In general, for higher value added paper and board products,
such as for more heavily coated magazine or fine paper, the market prices would be higher. With
respect to e.g. transportation but also to other cost components, the costs incurred relative to
the market price would be lower in higher-priced products with higher value added than in
lower-priced products with lower value added — in higher priced, higher value added products,
being cost-efficient would not be so critical. Moreover, the relatively high price of the main raw
material, wood, in Finland was problematic already in the 1980s (see p. 219). As the price of
wood was high, increasing the revenues relative to the use of wood would be important.
Producing products with higher value added would be a particular translation of this*”’. Finnish
wood would be too expensive a raw material for simple, low value added bulk products,
particularly for such as unbleached pulp, sack paper, kraftliner, and fluting®'. These kinds of
products should be produced in places where there was less expensive wood or fibre available.
S0, the managers were more interested in producing products with higher value added in
Finland®”.

Interests in rebuilding existing machines to produce products with higher
value added since the early 1980s. Nevertheless, not only did the CEQs, line managers,
and development managers, since the early 1980s, become more interested in producing and
marketing higher value added products in general, but they also became more interested in
particularly rebuilding existing individual machines to produce new, higher value added products
relative to what the machines had been producing. This would be one translation of making cost-
efficiency less critical and improving cost-competitiveness with respect to the individual, existing
machines. Many of the existing older machines could be rather small and narrow, and even
decades old. Particularly these machines would be inefficient and lack cost competitiveness
relative to market prices set by newer, more cost-efficient machines around the world supplying
to the markets. Modernizing old machines to produce products which would have higher value
added relative to what the machines had been producing and for which higher price could be
obtained would mean that cost-efficiency would become less critical: the profitability of the
production would improve. If the profitability could be expected to improve enough in terms of
the pay back period for the modernization investment, the investment in rebuilding would be
worthwhile*”. Moreover, rebuilding existing individual machines to produce new, higher value
added products would be a translation of enabling sales of additional paper quantities and thus
increased cash flows, as the volume capacity of the machine could potentially be increased®”.
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And it would be a translation of not having to close down certain old machines as unprofitable
and of being able to continue running them**. After all, even if rebuilding an old machine could
cost hundreds of millions of Finnish marks, it would be less expensive than closing it and building
a completely new one.

Interests in producing and marketing differentiated products since the early
1980s. Since the early 1980s, the CEOs, line managers, and development managers, as well as
sales managers (of mills and, later [see 6.3.4], own sales offices) and marketing managers (of
mills [see p. 150] and, later [see 7.1.4], divisions), also became more interested in producing and
marketing products that were differentiated from standard commodity products in terms of the
combination of quality and price and of being meant for a particular end-use™. This was
particularly the case when rebuilding machines and was one further translation of making cost-
efficiency less critical and improving cost-competitiveness with respect to the individual, existing
machines. Namely, rebuilding an old, inefficient machine from producing a lower value added
commodity grade to producing a higher value added commodity grade might not make cost-
efficiency much less critical. For instance, if newsprint machine was rebuilt to produce standard
SC magazine paper or a coater was acquired and SC magazine paper machine rebuilt to produce
standard LWC magazine paper, the resulting machines could still be rather inefficient relative to
new, efficient machines which were built to produce just SC or LWC right from the start. But, if
such differentiated products could be produced and marketed which were not supplied widely to
a market area by other paper or board producers, the corporation could gain a competitive
advantage. The differentiated product could be sold to customers somewhat outside the spot
market prices for standard products, as there would not be exactly similar alternative products
available in the market area®”’ — the price could be set more based on the value for customers.
This would make cost-efficiency less critical*”®.

Moreover, producing and marketing products that were differentiated would be a
translation of making the corporation less vulnerable to the business cycles and market price
fluctuations that were very typical for the industry and most products, countering the trend of
decreasing market prices, and hence having more stable and improved praofitability, as the
products could be sold to customers somewhat outside market prices for standards. Also, it
would be one translation of developing and maintaining more partnership-oriented, longer-term
customer relationships and of decreasing the need to promote and sell production to customers
in the spot market, as the customers would be more willing, due to the lack of interchangeable
products in the market, to continuously buy the differentiated product from the corporation.*®
And it could be one translation of even having the possibility to rebuild a machine or build a new
machine, as the sales associations controlled member mills” investments and production
capacities most tightly in standard commodity products and could block a member mill from
having more capacity in the production of a standard commodity product™®.

Mobilizations. The management interests in producing and marketing products with higher
value added were strong, as the Finnish P&P corporations in the 1980s increasingly produced, in
absolute and relative terms, products with higher value added, such as coated magazine papers,
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coated fine papers, or coated paperboards. The interests were also strong as they decreasingly
produced, at least relative to production of other products, products with lower value added,
such as unbleached pulp, sack paper, kraftliner, and fluting, but also newspaper and uncoated
magazine paper. The management interests in rebuilding existing individual machines to produce
new, higher value added products relative to what they had been producing were strong, as the
corporations often rebuilt e.g. newspaper machines to produce magazine paper or coated
papers.

The interests in producing and marketing products that were differentiated in terms of the
combination of quality and price and of being meant for certain particular end-use, in turn, were
strong, as the corporations were increasingly, since the beginning of 1980s, planning to develop
and developing such differentiated products. The interests were also strong, as the corporations
and their mills were increasingly gathering expertise in advanced and new technologies and
developing such in cooperation with e.g. paper machine and chemical manufacturers, especially
with respect to the application of different fibres and in the areas of multi-layering, on-machine
coating, and finishing, and the utilization of new minerals and mineral combinations®'. And the
interests were strong, as the engineers and other people working at the mills were trying to
interact more directly and closely with customers and thus learn about them and their needs,
develop better and better-quality differentiated products, and promote the differentiated
products to them.

6.2.1 Problems with the sales associations related to developing and
promoting differentiated products

Mobilizations. However, the sales associations and their managers and salespeople, as well
as the managers of some P&P corporations, who were governing the sales associations and
exerting control and deciding on policies concerning investments, arder allocation, and pricing,
somewnhat resisted the individual corporations” or mills” attempts at developing, producing, and
selling individual differentiated products in the 1980s. The sales associations retained the right to
allocate from which mills individual customer orders were supplied. This would prevent the
member mills" products from competing with each other and their sales from cannibalizing each
other, as well as support the feeling of control and power of the sales associations.** But, it
could also prevent an individual corporation or mill from having its differentiated product sold
effectively to customers whose needs it would best serve. Actually, already the investments in
building capacity for new differentiated products could be blocked by sales association Board
exerting control on the member mills” investments, if sales cannibalization could be expected.
Furthermore, some average price systems remained, based on the assumption that the mills
produced similar standard grades and implying that each mill would get the same price for its
product from the sales association, regardless of the different quality levels. These would support
the sales of mills that were producing standard grades, even with low quality.

Moreover, particularly with respect to sales to Finland, there remained agreements to divide
domestic orders on the basis of total supply of the mills. This would ensure many mills their part
of the fairly high-priced domestic orders but could prevent a mill from developing tailored
products to certain large Finnish customers and sell the products to them regardless of what the
production capacity of the mill relative to the others was. Again, already the investments in
building capacity for new differentiated products could be blocked by sales association Board
exerting control on the member mills” investments, if it would mean changes to order allocation
of orders to Finland. This had happened, for instance, at the beginning of 1970s, as Finnpap’s
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Board had prevented Metsaliiton Teollisuus's Kirkniemi mill from starting to produce a new
differentiated offset magazine paper product to a Finnish customer with whom it had already
largely developed the product.*

Beyond the investment policies and control described above, the sales associations also
resisted pricing and order allocation in the 1980s. They tried to prevent mills from coming into
direct contact with customers and to keep the direct contacts largely to the salespeople of their
sales offices. This would make the development of e.g. a new differentiated publication paper
difficult, as cooperation with certain printing houses and publishers would be needed so that the
paper and its quality could be optimized. Test printing runs done in cooperation with these
customers would be needed so that the new products could be produced and sold on a larger
scale. And direct feedback from these customers as well as other customers who would be
buying the product would be particularly important for improving the quality of the product. On
the other hand, customers would want to discuss matters such as technical problems with the
products directly with the mill — the salespeople of the sales associations would not have
enough technical expertise.* Finally, the sales associations trying to prevent mills from coming
into direct contact with customers and keeping the direct contacts largely to themselves would
make marketing and promoting the differentiated products to existing and potential new
customers and their buying organizations difficult®™®.

Finally, the sales associations showed especially strong resistance to contacts by member
corporations and mills to customers with whom they did not have long-time, established
supplier-customer relationships. At a minimum, the sales associations usually demanded that
any contacts to new customers would have to be given the green light by them. Particularly, the
mills and corporations were banned from contacting the customers of another member
corporation or its mills without receiving permission from e.g. Finnpap first**. So, it would be
difficult for individual corporations and mills to develop products with, and to promote them to,
other customers than their own customers or with and to customers who would be customers of
mills of other P&P corporations that were members of the associations™’. An individual P&P
corporation and its mills that were members of sales associations generally could not freely
choose the customers to be contacted with product development or promotion of products in
mind.

Interests in changing the control and policies of the sales associations in the
1980s. Recognizing the problems with the control and policies on investments, pricing, and
order allocation of the sales associations, particularly those of Finnpap, in which there was mare
deviation in the interests of different mills than in the smaller association of board mills,
Finnboard, the CEQs, line managers (of mills and, later [see 7.1.2], divisions), and development
managers, became more interested in having the sales association ease up on or remove the
investment control in the 1980s. This concerned the control by which the associations could
prohibit member mills” investments in new machines and machine rebuilds which would change
the produced grades and thus alter the balance of capacity and supply across mills. They also
became more interested in having the associations give up partly on their right to allocate from
which mills certain customer orders were supplied, even if agreeing to sell a specific product to a
certain customer could mean that sales of products of other mills would, to some extent, be
cannibalized.*® Also, the managers became more interested in having the sales associations
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remove the average price systems. These would be translations of marketing and producing
products that were differentiated in terms of the combination of quality and price and of being
meant for a particular end-use.

Interests in having direct contacts to customers since the 1980s. Recognizing the
problems with the sales associations resisting direct contacts between mills and customers, the
CEOs, line managers, and development managers, as well as sales managers (of mills and, later
[see 6.3.4], own sales offices) and marketing managers (of mills [see p. 150] and, later [see
7.1.4], divisions), became, since the 1980s, more interested in having the sales associations to
facilitate more direct contacts between mills and customers, so that information could move
more effectively in both directions and, hence, new products could be better developed in direct
cooperation with customers and the differentiated products could be promoted and sold more
effectively. The wall constituted by the sales associations between customers and markets on
one side, and product development and production on the other, particularly with respect to
foreign customers, would have to be taken down®*. The differentiated products would have to
be promoted to customers. These would be translations of marketing and producing products
that were differentiated in terms of the combination of quality and price and of being meant for
certain particular end-use.

Interests in leaving the sales associations since the 1980s. Furthermore,
recognizing the problems with the control and palicies on investments, pricing, and order
allocation of the sales associations, particularly of Finnpap, the CEOs, line managers,
development managers, sales managers, and marketing managers became, in the 1980s, more
interested in leaving the sales associations or dismantling them altogether and building their
own networks of sales offices (see also sections 6.3.1, 6.3.4). This would be a further translation
of marketing and producing differentiated products and particularly of freeing the corporation of
the control and policies of the sales associations, which were based on compromises and would
therefore seldom optimally or fairly serve the interests of a single member corporation. On the
other hand, recognizing the problems with the sales assaociations resisting direct contacts
between mills and customers in developing and promoting products, the managers became
further interested in leaving the sales associations.

Moreover, leaving the sales associations would be a translation of freeing the corporation
of the control and policies of the sales associations in general, also beyond developing and
promoting differentiated products. It would also be a translation of having more direct contacts
to customers, beyond developing and promoting differentiated products, as well. Furthermore, it
would be a translation of not being forced to invest resources into such expenses of the sales
association that would not benefit their own corporation or mills optimally or fairly.

Finally, the managers of an individual P&P corporation became also increasingly interested
in taking into account that sooner or later the associations could be dismantled, as other member
corporations would be increasingly interested in leaving them.

Mohilizations. The management interests in changing the sales associations’ control and
policies on investments, pricing, and order allocation were strong already at the beginning of
1980s, as average price systems were removed, order allocation policies were made less strict,
and general investment control was eased on. They were also strong, as individual investment
projects were accepted more easily. For instance, Metsaliiton Teollisuus could continue to
develop its differentiated offset paper mentioned above and start producing it to a particular
Finnish customer, as well as to customers abroad — albeit that abroad it had to mainly find, with

3% QOjala 2001, p.39; Heikkinen 2000, pp. 356-364, 443-449, 479-483; Alajoutsijarvi 1996, p. 151.
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Finnpap, totally new customers to the product so that selling the product would not cannibalize
other mills’ sales to existing customers.**’

The interests in having direct contacts to customers were strong, as in the early1980s, the
sales associations were transformed from bureaucratic export agencies into marketing
assaciations whose task would be to more strongly support the marketing of the products of
individual mills and P&P corporations:

CEO of Finnpap, Thomas Nystén, in 7984°""

For Finnpap to be able to, in every respect, fulfill the marketing requirements of a modern firm, we
have to, from now on, work in a way that more and more advances the participation of individual
member companies in the marketing; in other words, Finnpap has to really become an
individualized organization for each of its member companies.

The mills could assume more direct contacts with customers and more responsibility for
promating their own products in the 1980s, e.g. in terms of producing promotional material for
the use of the salesmen of the associations and for direct mailing, as well as in terms of
personally contacting present and potential customers and promoting products to them®**.
Accordingly, more sales and marketing personnel were hired by the mills. In Finnpap, particular
changes in the mode of operation were done in 1984**. Importantly, the mills could also more
directly cooperate with salespeople of the sales offices, as contacts between the offices and mills
were made direct. For instance, with respect to Finnpap’s sales offices in Germany, direct
contacts between the offices and mills in Finland were experimented with in 1986 — the Finnpap
head office would no longer be an intermediary; and this model soon spread to concern other
sales offices, too***. However, despite the changes, an individual P&P corporation and its mills
that were members of sales associations generally could still not freely choose the customers to
be contacted with product development or promotion of products in mind.

P&P corporation line manager (executive)/ deputy CEQ, retrospectively:

[t was, of course, an important thing for the unity of Finnpap that you couldn't go to the customer
of another member company without first agreeing with Finnpap... You always had to agree about
potential customers you were about to contact with Finnpap...

I myself once made the mistake of going to a customer of Kajaani Corp. And the manager,
honorary mining counselor Ahava, called me and almost came on to me through the phone lines...
And when you went to Finnpap to ask for permission, you would not get it.

On the other hand, the interests in leaving the sales associations were strong, as Enso’s top
managers made the definitive decision to leave Finnpap in 1986 and had Tervakoski, which it
had acquired the same year (see p. 105), also leave. Particularly the interests in freeing the
corporation of the control and policies on investments, pricing, and order allocation of the sales
association, and having direct contacts to customers in developing and promoting differentiated
products were strong. Namely, Finnpap’s Board had just prohibited Enso from investing in a
machine rebuild that would have resulted in increased production of a new differentiated coated
paper grade™. Moreover, Enso and its CEQ Pentti Salmi were irritated by Finnpap’s approval of a
UPM investment project to build a newsprint mill in Shotton, UK (see also pp. 101, 221). When
finished in 1986, the mill would take a considerable share of the newsprint market in the UK and,
at the same time, UPM'’s Kaipola mill in Finland would continue to take its old share of Finnpap’s
orders. Finnpap's newsprint sales would also, in a sense, have to compete with Shotton’s, which
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Interviews (e.g. with Metsdvirta 8.8.2005).

Heikkinen cites bulletin by Thomas Nystén (14.8.1984), Heikkinen 2000, 399.
Interviews (e.g. with Rehn 23.8.2005; Metsévirta 8.8.2005)

Heikkinen 2000, p. 399.

34 Heikkinen 2000, p. 431; Yldnen 1990, p. 114.

34 Nasi, Ranta, and Sajasalo, pp. 42-44; Heikkinen 2000, p. 420.

341

34

5

34

150



PART Ill: 6 New management interests (in corporate branding)... by the early 2000s
6.2 Differentiation of products and Selling own products

would likely lead to decreasing prices. Furthermore, the interests in not being forced to invest
resources into such expenses of the sales association that would not benefit the own corporation
fairly were also strong. Ensa’s top managers were reluctant to invest in a computerized
information system planned by Finnpap, as Enso had been investing in its own system. And they
were reluctant to cover some currency forward exchange losses of Finnpap. After the Bank of
Finland had transferred the responsibility of the forward exchange market to banks in 1980 (see
p. 100), Enso was one of Finnpap’s member corporations that would have liked to have forward
exchange transactions to itself and not let Finnpap handle it, to be able to speculate with the
anticipated export revenues that came in foreign currencies. However, Finnpap engaged in
considerable forward exchange in 1984—1985 and incurred considerable losses: Enso’s
managers felt that the way the losses were shared between the member companies was not
fair 36

Moreover, in the mid 1980s, Enso was already considerably large in size, the largest of the
Finnish P&P corporations, and planning to further strengthen its production capacity and widen
its product range through the acquisitions of e.g. Tervakoski and A. Ahlstrom'’s Varkaus mills. The
size would make leaving the sales association more feasible (see p. 184). And Enso already had
its own sales network for some of its special products, such as wood products and boards (see p.
90). Leaving Finnpap and transferring also e.g. the sales of newsprint to its own sales network
was fairly easy for Enso. It did not have to build a network from scratch.

Interests in leaving the sales associations since the late 1980s. Recognizing that
even after the certain changes in sales associations” mode of operation there remained, for
example, the problem that a P&P corporation and its mills that were members of sales
associations generally could not freely choose the customers to be contacted with product
development or promotion of products in mind, the CEQOs, line managers, development
managers, sales managers, and marketing managers, became increasingly interested in leaving
the sales associations since the late 1980s. Moreover, leaving the sales associations would be a
translation of getting rid of the general hindrance to marketing that was created by the
corporation not having salespeople and sales offices of its own®”’. Also, the managers became
increasingly interested in taking into account that sooner or later the associations could be
dismantled.

6.2.2 Attempts at marketing and producing differentiated products to
be sold to direct customers

Interests in producing and marketing differentiated products to direct
customers since the early 1980s. Since the early 1980s, the CEOs, line managers (of mills
and, later [see 7.1.2], divisions), development managers, sales managers (of mills and, later [see
6.3.4], own sales offices) and marketing managers (of mills and, later [see 7.1.4], divisions) of the
Finnish P&P corporations became more interested in producing and marketing such
differentiated products that would be appropriate to certain quite specific end-uses and have a
certain quality level but at a more economic price than the market price of standard products
that would be appropriate to the same end-uses with approximately the same quality level. So,
the managers became more interested in differentiating the products with yield, or lower price
relative to a standard grade highly similar in appropriateness to an end use and in quality. This
would be a translation of serving customers or certain group of customers that needed a less

346 Heikkinen 2000, p. 402-426.

347 Ylanen 1990, p. 103; Haarla 2003, p. 182;
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expensive product for a certain end-use than a certain standard grade but were not very willing
to compromise much on quality, i.e. not willing to buy a standard grade of lower quality. The new
differentiated product grade version with almost equal quality to the standard product grade
would be developed but with that much lower raw material and processing cost that the new
product would be profitably sold at only some percent above the price level of the lower-quality
standard grade.*®

The managers became more interested in producing and marketing differentiated products
that would be appropriate to certain quite specific end-uses of particularly publishers and large
printing houses — their most important customers — and have a certain quality level with better
yield. To these customers the costs of paper would be particularly important. For the large
publishers and printing houses, to whom the corparations directly sold paper in reels mostly for
the long print runs of large-volume newspapers, weekly magazines, newspaper and magazine
supplements catalogues, and retail brochures, the cost of the paper would constitute a large part
of their total costs. They would often be willing to find a less expensive paper by slightly
compromising the paper quality in terms of optical properties, especially when they would be hit
by downturns and had to reduce their paper purchasing budget. At the same time, they would
not be willing to compromise e.g. the machine runnability of the paper, for their cost-efficiency
also depended largely on the speed at which they could run their printing machines. The
stiffness of the paper would be important here **

Mareover, producing and marketing differentiated products that would be appropriate to
certain quite specific end-uses and have a certain quality level with better yield would be a
translation of serving new or growing special end-uses with products optimized for these end-
uses. First, there could be new printing technologies whose use among large publishers and
printing houses was growing. In this case, they would be willing to buy paper optimized for the
particular printing technology. Second, e.g. publishers and printing houses could be willing to
produce publications and catalogues of specialized character, perceivable for the ultimate end-
users, or readers. The paper would then emphasize the special character of the publication to the
readers, contributing to a special image. So, the managers were interested in pursuing product
differentiation also in this sense.*® But, there was also interest in differentiation with yield:
customers could find standard product grades too expensive for the new and growing end
uses.”’

Maobilizations. The management interests in producing and marketing differentiated
products that would be appropriate to certain quite specific end-uses and/or have better yield
were strong, as the corporations and their mills increasingly sought for new combinations of e.g.
different kinds of pulp, calendering, coating, and fillers, dyestuff, and pigments. These should
enable differentiated products appropriate to certain specific end-uses and having a certain
quality level in terms of the combination of e.g. weight, brightness, brightness that would last,
stiffness, opacity, and gloss, and cost or yield.**?

As an example, the Kirkniemi mill of Metsaliiton Teollisuus developed a differentiated new
web-sized offset printing paper at the turn of 1980s. The new production capacity in uncoated
SC paper market had started to decrease the cost competitiveness of an SC paper machine at
the mil™*. A new product was developed for large publishers and printers who were increasingly
producing special supplements and printed TV magazines, as well as for the increasing number
of mail order companies, specifically in the US, who were producing different kinds of
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catalogues. Furthermare, these kinds of customers were rapidly adopting heat-set web offset as
their printing technology.** The developed web-sized offset printing paper, to be called “WSOP”,
was an option with quality not much lower than for standard light-weight coated offset paper
(LWC/LWCO). On the other hand, the price would be significantly lower: it was set at a level only
a few percent higher than the market price of the next lower grade that could be considered for
the same end use, i.e. uncoated, super-calendared mechanical offset paper (SC/SC0).** It was
thus a grade between SC and LWC in quality.

As another example, Kirkniemi mill developed, in the early 1990s, a new differentiated on-
machine film-coated, light offset paper product grade. The same machine that had produced the
above "WSOP” was rebuilt to produce a paper for end use in catalogues, magazines, and
advertising. The new product, to be called “FCO", would also be economically priced for
publishers and printers and lighter than standard LWC but highly similar in printing quality.

As yet another example, the same management interests were strong, as Kymi's Voikkaa
mill developed a new differentiated machine-finished coated (MFC) mechanical paper. The
newsprint machine of Kymi's Voikkaa mill had started to be inefficient and slow in the early
1980s and a development project for a new, differentiated publication paper grade was started.
The machine could not be rebuilt to compete well with new machines producing bulk SC or LWC
magazine paper products. A special machine-finished coated (MFC) mechanical paper, which
was quite different from standard commodity product grades, was developed — between SC and
LWC standard grades.* The product, to be called “KymTech”, came to be a light and stiff semi-
matt paper, to be especially used in four-colour special interest magazines, special catalogues,
advertisements, and books. The stiffness would give the paper good runnability in printing
machines even with light basis weights and make the paper an economic option to publisher
customers. It would also give a firm tactile feeling for the reader. The matt surface would make
printed text in the end publication easily readable and make images stand out. It would also give
the end-publication a distinct image.

Finally, although Kymi was first with its MFC quality, Enso’s newsprint machine at Kotka
mill started to be inefficient and slow, too, approximately at the same time. So, Enso went and
developed its own MFC product grade, to be called “Solaris”, slightly different in technical quality
from that of Kymi's. “Solaris” was differentiated also in the sense of not facing competition from
many exactly similar products — except for “Kymtech” *®

356

[management interest (in corporate branding) mil#5]
Developing and maintaining strong product brands (products sold to direct
customers)

Interests in developing strong product brands - for products sold to direct customers since
the early 1980s. Since the 1980s, the marketing managers (of mills and, later [see 7.1.4],
divisions) and sales managers (of mills and, later [see 6.3.4], own sales offices) of the Finnish
P&P corporations became more interested in developing brands for the differentiated

g
#

Anon. (c) (1993), “Kirkniemi paper mill. The Master of Innovation”, Metsi-Serla News, June, pp. 12-13.
Haarla 2003, p. 153.

355 Haarla 2003, pp. 154, 195-196.

3% Anon. (b) (1994), “FCO. The dawning of a new era”, Metsii-Serla News, January, pp. 4-7.
Kettunen 2002, pp. 55, 59.

357 Alajoutsijarvi 1996.

338 Ahvenainen 1992, p. 646; Ylanen 1990, pp. 110-111; Haarla 2003, pp. 197-198; Nisi, Ranta, and Sajasalo 1998, p. 44;
1lli, Anita (1997), “Holtzmann tiydensi Enson tuotepaletin puuttuvan lenkin. Sanomalehtipaperista.”, Paperi ja Puu - Paper and
Timber, 79 (6), pp. 354-360.

153



PART Ill: 6 New management interests (in corporate branding)... by the early 2000s

6.2 Differentiation of products and Selling own products
products sold to direct customers. This would be a translation of marketing and selling the
products to direct customers, also others than those with whom the product would be
developed. The customers would associate the brand with a perceived appropriate end use,
quality and price level. The customers could come to perceive a differentiated product sold
with a certain brand name as quite new and different relative to other products in the market
when it came to the appropriateness to certain end uses, and to the quality and price level.
Based on this perception, the customers could become willing to buy just this product, as
they would potentially perceive the products to serve just their end uses and with optimal
quality and better price than other products in the market. So, the managers were interested
in developing these kinds of brands for differentiated products sold to direct customers.

Mobilizations. The management interests in developing brands for the differentiated
products were strong, as special promotional materials were designed for the use of the
salespeople of the mills and the sales association’s sales offices and as the promotional
materials were used much more extensively than with the standard products. The interests
were also strong, as the brand names and the products’ specific end uses, quality, price
levels and uniqueness were emphasized in these promotional materials. Moreover, the
interests were strong, as the products were given brand names that did not reflect the name
or the locality of the mill producing the product and some standard product grade as much as
they traditionally had, but were somewhat unique and stood out relative to other products of
the corporation and even to other products in the market.
UPM-Kymmene marketing manager (division), retrospectively:
The paper industry has had a tradition that when a new product had been launched or when
there have been investments in a new production line, a new name has been invented for
the new product. And the name has very often been a combination of the name of the place
and of some generic product type.
When it comes to the above examples, the new differentiated product of Metsa-Serla’s
Kirkniemi mill was, in the early 1980s, given a new name, “WSOP”. This name was still based
on the product’s end use as web offset printing paper, as it was derived from the words “web
sized offset paper”.
Metsa-Serla/M-Real line manager (executive)/ deputy CEO, retrospectively
In the early 1980s, we developed this coated offset paper together with a customer. We
named it WSOP and tried to make some kind of brand of it... WSOP is one example where we
wanted to differentiate. We developed our own, differentiated product and promoted it with
a new name, as a unique product. It was a new way of promoting products, which was
effective among customers.
When the other new product was developed and the same machine rebuilt, in the early
1990s, the new product was named “FCO”. This name, derived from “film coated offset”,
reflected not only the end use as offset printing paper but also the coating method being film
coating.
Metsd-Serla line manager (Kirkniemi mill manager), Ari Antsalo, in 1993 (before the
introduction of FC0)*>:
As a young mill running medium size paper machines we have to find a way of standing out
from the crowd. Our brand has to be visible and it should be serviced by an extensive
distribution system.
The special machine-finished coated paper introduced by Kymi’s Voikkaa mill was named
“KymTech”, somewhat reflecting the corporate name. Enso’s Kotka mill, then, gave its
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differentiated MFC product the name “Solaris”. This was a name that did not even reflect the
traditionally emphasized aspects, such as the end use printing method, anymore.

Enso/Stora Enso marketing manager, retrospectively:

One of the first brands in the publication papers business was “Solaris”. The product was
developed in Kotka in the late 1980s. We promoted the Solaris product. It was a particular,
differentiated type of paper...Until then, all the product names had been derived mainly
from the technical [grades]... like from improved newspaper or from newspaper or SC or
LWC. But what we named Solaris was this kind of mfc paper, machine finished coated, which
was a new product innovation. And that way Solaris got a market position.

6.2.3 No sustainable competitive advantage by differentiating
products

Mobilizations. Introducing a differentiated product, producing it in a certain mill and
marketing and selling it with a certain brand name often resulted in a competitive advantage in
that there were many customers willing buy the product and pay a good price for it. This meant
that the product became fairly profitable, even if it was produced with a rather small machine
that was, in principle, inefficient. This was true at least after problems in the level and uniformity
of quality of the product following the start-up of the production had been overcome.
Nevertheless, these problems, as well as other problems, were often present when differentiated
products were developed, introduced and produced.

First, the stabilization of the quality level of a new product often took even years and was
rather costly: customers could be complaining or refusing to buy or pay a good price for the
product and improving the production process was labourious. For instance, Enso’s Kaukopaa
mill experienced this with “Solaris”. Furthermore, if the stabilization of the quality level lasted a
year or even years, that would be in addition to the 2—5 years of intensive and costly product and
process development and machine build-up or rebuilding that had preceded the introduction of
the product, and up to 5—10 years of less intensive development that could have preceded the
latest development stage. Albeit that all this development improved the know-how and expertise
of the mill and the corporation, which could be exploited in future product development projects,
it was time-consuming and costly*®.

Sometimes it could be difficult to find customers willing to buy a new differentiated product
of non-standard quality, particularly among larger publishers, too, in case the product was not
satisfying their needs in a clearly superior way®'. Large publishers could look askance to new
differentiated products which only one mill or P&P corporation was producing and offering. If a
product with non-standard technical quality, even one that was advantageous relative to
competing products, could be supplied only by one mill and machine, a large customer would
take a risk in buying it.** Optimizing, or even changing, its own printing or converting equipment
and processes for a differentiated product meant that the customer would end up in
difficulties™, should there be quality problems with the product or problems in the mill, such as
machine break-ups or strikes: the customer would not get the same product from elsewhere.
Optimizing its own equipment and processes also meant that the customer could not change the
supplier of the differentiated product without optimizing the equipment again, and actually, at
the same time, altering the characteristics of its own end-product, such as a magazine. The
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customer would either lose price bargaining power to the P&P corporation®, as there would not
be competing producers, or would have to make changes in the equipment when willing to
change the suppliers. Hence the customer was not necessarily very willing ta use the new
differentiated product, or at least, to adopt it as a key material in its own production without
giving it a minor or testing role first™®.

But even if the customer’s optimized equipment and processes and chosen end-product
characteristics made a differentiated product not immediately interchangeable with other
competing products®®, in principle it, too, had quite close substitute products, produced by other
P&P corporations. This substitutability was only increasing as more slightly differentiated
products were introduced between the standard grades: differences in the technical quality of
the paper and board products between closest, competing substitu