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								 Abstract
Nokia is a reputable Finnish multinational communication and information technology Company which was once the world’s leader in mobile industry. The analysts have generally agreed that Nokia has its comparative competitive advantage over its competitors in the 1900s but lost its leading position in the 2000s. This research paper tries to analyze the various reasons that led to the loss of competiveness advantage of Nokia and the opportunities arisen in recent pandemic that may pave a recovery of Nokia in the next five to ten years’ time. The researcher tries to apply Yu’s 3-H approach in a theoretical and conceptual analysis during the growth of Nokia in the 1900s and 2000s and in particular during the period from 2007 to 2016 to see if the Yu’s 3H Approach may extend the duration of dominance of Nokia in the early 2000 or, if not, at least minimize the impact and postpone the downfall of the Company. A more practical and contemporary analysis will be used on the adoption of Yu’s 3-H Approach in Nokia’s prevailing environment in the past years to see if any medium to long-term strategies can be formulated to cater for the recovery of Nokia to recapture the leadership position.  The limitation of this research is that no interviews could be conducted or surveys could be sent to the management or staff of Nokia and the research would rely on secondary information such as newspapers, articles, journals and annual reports of Nokia and other relevant analyst’s reports for the purpose of this research.

1. INTRODUCTION
Nokia is a Finnish multinational information and telecommunication company which was founded in 1865. Nokia is the name of a village in Finland. The Company was founded by Frederick Idestam as paper manufacturing company and after series of acquisitions, Nokia transformed from a rubber, paper and cable company to a company focused on mobile handsets and telecommunication infrastructure.  Nokia achieved growth in its sales for the following years and became the market leader in 1998 and had made contribution to the development of the mobile industry. 


This Research paper tries to apply Yu’s 3-H framework to integrate into internal and external factors affecting the development of Nokia in the past years to see if the framework can help to extend the dominance of Nokia in mobile industry or avoid or shorten duration of the downfall of the Company in the 2012 on a theoretical and conceptual basis.  On the assumption that 3-H framework can help to formulate the strategies for the management of Nokia to tackle the prevailing environment, the researcher tries to apply the Yu’s 3-H framework to position Nokia in the prevailing pandemic era and the expected change of ecosystem of the world for establishing strategies for the future growth of the Company.  For analytical review, the growth and decline of Nokia can be classified in three phases.  Phase 1 is the pre-2007 period where we can call it the period of Growth.  Phase 2 is the period from 2007 to 2015 where Nokia first face the real challenge struggling with the global market change until the retreat of the Company from the mobile market. We call it a period of Experiment.  Phase 3 is the period from 2016 to 2018 when Nokia lost its way and did not have a clear direction and we call it a period of Depression. Phase 4 refers to the period from 2019 to 2024 (in medium term) or 2019 to 2029 (in long term) where we can call the period of Opportunities under the conceptual implementation of 3H framework. During the review process, the Strength, Weakness, Opportunities and Threat (“SWOT”) and Porter’s generic advantages will be explored and various micro and macro environment will be reviewed finding the reasons of the loss of comparative competitive advantage of the Company. With the application of 3H framework to the leaders and staff of Nokia, the researcher wish to analyze if the appropriate marketing strategies could be established to rectify the shortcomings and mistakes made by the management of Nokia. [image: https://www.marketingmind.in/wp-content/uploads/2018/10/received_1986801818044578.jpeg]

2. BACKGROUND OF NOKIA
Nokia was a Finnish Company set up by Fredrik Idestam, a mining engineer in 1865. The word “Nokia” is the name of the Finnish town near a river.  In 1967, Nokia Corporation was set up as a new industrial conglomerate in Finland.  After a series of mergers and acquisitions, Nokia developed into a Company specializing in rubber, paper and cable company. Since 1990s, it transformed to a company focusing on mobile handset, mobile telecommunication infrastructure and technology development.  In the late 1950’s and 1960’s Nokia became active in computer industry. Since 1990’s Nokia assisted in the development of GSM, 3G and LTE standard and 5G.  In 1998, Nokia became the world leader in the mobile phone market.  With the decline of market share in the following years, Nokia formed a partnership with Microsoft to struggle for a turnaround of the business and later sold the entire business to Microsoft in 2014.  After experimenting the various operating platforms and business models, Nokia faded out the mobile industry and sold the handset operation to HMD in 2016. With the forthcoming decoupling of the two economies, change of global market and the prevailing pandemic, Nokia is faced with great opportunities for new growth in the area of 5G technology and telecommunication infrastructure in the forthcoming years.

3.  GROWTH OF NOKIA IN 1900S AND 2000S
3.1	CHOROLOGICAL EVENTS
Phase 1 – Period of Growth
It is a period of comfortable growth just follows the line.
1865 – Nokia was set up by mining engineer Fredrik Idestam as paper manufacturing plant
1871 – Nokia name was born
1960 – Started the telecommunication business
1967 – Three companies merged as a new conglomerate called Nokia Corporation.
1981 - Launch of the Nordic Mobile Telephone service, the world’s first internal cellular network.
1982- Nokia introduced the first fully digital local telephone in Europe and car phone-the Mobira Senator.
1977 – Kari Kairamo was appointed CEO.
1990 – Jorma Ollila was appointed CEO.
1991- Finland was in financial crisis and Nokia made huge losses.
1992 – Nokia launches its first digital handheld GSM phone, the Nokia 1011 and develops 2G
1992- Ollila focused on the emerging telecommunication markets and gradually sold other side businesses like rubber, cable and consumer products.
1994/5 Nokia was restructured and had a change in culture to values based leadership.
1998 – Nokia overthrew Motorola and became the world’s leader in the mobile phones market and became the bestselling mobile brand in the world.
1999 – Nokia’s operating profit went from US$1 billion to almost US$ 4 billion by 1999.
2001 – Nokia built the 9210 Communicator running Symbian OS combining PDA and
phone.
2002- Nokia launched its first phone with a built-in camera, the Nokia 7650 and its first 3G phone, Nokia 6650 which is capable of browsing web and download music.
2006 – Oli-Pekka Kallasvuo was appointed CEO.
2007- Nokia was still the market leader representing 40% of market share
Phase 2 – Period of Experiment
This is a period where Nokia was experimenting on the application of their strategies and growth pattern.  
2007- Apple launched IPhone and Google launched Android
2009/11 – Massive jobs cutoff due to weakened demand. Nokia launches new smartphones
2010 – Stephen Elop, an ex-Microsoft employee, was appointed CEO
2011 – Nokia stopped the Symbian platform and converted to Windows OS phone. The OVI store was integrated in the Windows Phone Store.
2012 – Nokia was the world’s largest phone manufacturer until 2012. The share price fell from a high of US$40 in late 2007 to under US$2 in mid-2012
2014 –Sold entire business to Microsoft. Market share around 14% and sales started to 
decline leaving with the network business, navigation and technologies
2014- Rajeev Suri appointed as President and CEO
2015 - Market share dropped to 1% and acquired Alcatel-Lucent.

Phase 3 – Period of Depression
2016 – Sold the phone business to Foxconn and HMD
2017-18 Nokia was struggling with the changing market condition		
2018 - Introduction of new handset models to the market to test the market.

Phase 4 – Period of Opportunities under 3 H Drivers
Nokia has learned the lesson and will explore opportunities for revival.  By adopting Yu’s 3H approach, the leaders might formulate sound strategies for future growth.
2019 – Enter in 5G infrastructure development
2020 – Pekka Lundmark was appointed new President and CEO and would grasp opportunities arisen with 3H framework.







3.2	THREE IMPORTANT LANDMARKS -1998, 2007 and 2014
The Year 1998
In the year 1998, Nokia was the world leader in mobile phone market and Nokia started to develop 2G technology based on the 1G which was also developed by Nokia.  This was the climax of Nokia where it was not challenged by competitors and the world after World War II was looking for a long and peaceful world recovery.  Until 2007, Nokia dominated the smartphone market due to Symbian operating system and Nokia was still the market leader and having a market share of around 70% leaving the competitors far behind and became the worlds’ market leader in 1998.
In 1994, the dominant global provider of mobile handsets was Motorola. By 2000, Motorola’s global market share had collapsed from 45% to 15%, while Nokia’s had grown to a market-leading 31%. Nokia was strong in communicating and “connecting people”. Motorola was slow to invest in digital. Nokia was still in the dream of world leader.
.
The Year 2007
With the launching of IPhone and Google Android in 2007, Nokia started to lose its comparative competitive advantages over its competitors. Similar to Motorola, Nokia lost its ability to stay in touch and early adapt to market trends.  Nokia failed to notice the shortcoming of Symbian system and rejected the proposal to develop a Nokia online applications store in 2004. The various strategies formulated by different CEOs after 2007 had tremendous impact on the Company. Nokia conducted experimental strategies to combat the changing market condition.

The Year 2014
Nokia recognized the incompatibility of Symbian operating system and cooperated with Microsoft in the mobile industry. Nokia started to swift to Windows operating system and cooperated with Microsoft to try to create “third force” in smartphones, apart from Apple and Android.  The financial results of Nokia from the year 2005 to 2019, in terms of pre-tax profit and net income are listed in the following table to illustrate the picture under the three landmark years.

	Annual Data
In US$ million

	2009
Dec 31
	2008
Dec 31
	2007
Dec 31
	2006
Dec 31
	2005
Dec 31

	Revenue
	57,156.28
	74,594.41
	70,000.51
	51,647.97
	42,567.79

	Gross Profit
	18,497.97
	25,555.69
	23,723.78
	16,804.02
	14,917.59

	Research & Development 
	8,240.69
Note 5
	8,778.92
Note 5
	 7,742.03
Note 5
	4,894.63
	4,762.12

	Pre-tax profit
	1,341.60
	7,310.87
	11,335.42
	7,188.08
	6,188.89

	Net income
	362.59
	5,866.34
	9,878.05
Note 4
	5,408.33
	4,501.92



	Annual Data
In US$ million

	2014
Dec 31
	2013
Dec 31
	2012
Dec 31
	2011
Dec 31
	2010
Dec 31

	Revenue
	16,924.65
	16,881.37
	38,809.35
	53,844.25
	56,364.04

	Gross Profit
	7,495.60
	7,099.76
	10,790.38
	15,765.10
	17,019.70

	Research & Development
	3,313.95
	3,478.82
	6,150.13
	7,816.39

	7,785.47

	Pre-tax Profit/Loss
	(315.04)
	322.78
	(3,400.44)
	(1,668.57)
Note 1
	2,371.62

	Net income
	4,602.04
	(816.90)
	(4,873.03)
	(2,072.48)
	1,783.36



	Annual Data
In US$ million

	2019
Dec 31
	2018
Dec 31
	2017
Dec 31
	2016
Dec 31
	2015
Dec 31

	Revenue
	26,112.80
Note 6
	26,646.90
	26,163.05
	26,131.25
	13,878.98

	Gross Profit
	9,325.12
	9,974.73
	10,329.81
	9,357.41
	6,055.01

	Research & Development
	4,940.32
	5,456.22
	5,556.56
	 5,426.77
	2,360.71

	Pre-tax Profit/Loss
	174.72
Note 3
	(425.16)
	(576.45)
	(1,514.94)
	1,710.02

	Net income
	7.84
Note 4
	(401.54)
Note 7
	(1,688.67)
Note 7
	(847.66)
Note 7
	2,738.25
Note 2





Note 1:  Nokia incurred loss upon facing severe competition from IPhone and Android
Note 2:  Nokia’s revenue and net income started to decline and paved the strategy for disposal of 
		Handset Business.
Note 3:  Nokia regained momentum and achieved positive pre-tax profit after 3 years’ loss from 2016
Note 4	Nokia incurred highest net income in 2007 and commenced the downfall until 2019
Note 5	Nokia invested heavily on R & D from 2007 aiming to regain leadership position.
Note 6	Revenue grew by 54% as compared with 2014
Note 7	The period of Depression where Nokia lost its direction
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Nokia Symbian system phone (Left) declined whereas the Lumia Windows Phone (Right) has not picked up the slack


4.	YU’S 3-H APPROACH – GENERAL APPLICATION
The 3-H framework is an approach for managing imperative people and organizational issues in a holistic way. The framework’s key domains are represented by the metaphoric expressions of Heart, Head and Hand.  A holistic solution to manage people and organizational issues means all 3H domains have to be effectively and efficiently managed and integrated in order to create the best performance of an organization.  In this particular research study, the researcher will use the 3-H framework to explain the rise and decline of Nokia and see if by changing the organizational strategy taking into consideration of the Yu’s 3H framework, Nokia can revitalize in the coming years. Very few organizations can sustain long-term competiveness if they could only excel in partial conditions of the 3H framework. 3H framework can guide us to develop and execute a holistic strategic plan.   If 3H framework, being a thinking paradigm, can be embedded in the minds of the leaders of Nokia, they should be able to plan and execute their strategies effectively and efficiently with the 3H approach. Assuming that the leaders of Nokia can think and act with 3H framework, they could holistically and effectively manage their marketing plans to maintain their market position in the early 2000 and might expand into a huge conglomerate. This will make Nokia too large to fall which would drive competitors out of the market with little impact to the continuous growth of Nokia.

The conceptual framework – 3H’s algebraic expression
Organization performance, the dependent variable, is a function of the complements among Heart (H1), Head (H2) and Hand (H3) independent variables of that organization
OP = f (H1cH2cH3)
OP = Organization Performance
c =  Complement to integrate and connect
H1= Heart domain (emotional appeal, leading, motivating and engaging people abilities)
H2 = Head domain (logical & strategic appeal, planning, organizational, cognitive abilities)
H3 = Hand domain (competence appeal, operational/functional abilities)

[image: ]
Figure 1 The necessary and sufficient conditions for holistic pandemic management
The necessary and sufficient conditions (independent/moderating variables) contributing to effective and efficient organizational performance (dependent variable)
Case 4 – Effective leadership (H1) and sound strategy (H2) are in place but lacking competent Nokia staff (H3)
Case 3 – Effective leadership (H1) and competent Nokia staff (H3) in place but lacking sound strategy (H2)
Case 2 – Sound Strategy (H2) and Competent Nokia staff (H3) are in place but lacking effective leadership (H1)
Case 1 – Integration of domains of H1, H2 and H3 shall secure the necessary and sufficient conditions for effective and efficient organizational performance in Nokia’s competitive advantage
The notion of effectiveness and efficiency refers to both conceptual and measurable outcomes of an organizational strategy driven by the 3H framework. Effectiveness means strategic goal driven activities and efficiency means operating with least possible resources and costs. Manifested Head (H2) approaches with Hand (H3) support’s performance is typically characterized with distinctive CRIAQES:
CR  Customer responsiveness – care to satisfy customer’s needs and preference of Nokia
I	 Innovation – mainly related to process innovation – apply new IT technologies for Nokia
A    Agility – flexibility and dexterity in deploying people and resources to adapt fast changing
	 environment of Nokia
Q    Quality -Delivering Nokia’s customers’ expected standard of service and meet performance pledge
E    Efficiency – yielding cost effectiveness in all operations of Nokia’
S	 Speed – act swiftly and in shortest possible cycle time of Nokia (in product cycle and distribution channel)
  
4.1	IF HEART-DRIVEN APPROACH APPLIED IN NOKIA
In applying the 3H framework to analyze Nokia’s leadership and strategy in maintaining the leadership of Nokia prior to 2012, the necessary and sufficient factors for holistic leadership maintenance and control are as follows:
H1	Heart-oriented leadership can engage and motivate followers and staff, unite the whole organization to move in the right direction to achieve common goal is the first necessary factor.
H2	Head domain driven effective strategy planning process is the second necessary factor.
H3 Hand domain developed competence to execute CRAIQES is the third necessary factor.
	All 3H domains closely integrated would secure the sufficient conditions for organizational success in maintaining market leadership.

Under the leadership of Kairamo, Nokia was on an upward trend.  Without the emergence of keen competitors, Nokia could just produce handsets with high profit and low cost.  Under the 3H approach, Nokia was under the Case 2 condition where sound strategy and competent staff became the backbone for the development of the Company.  Nokia lacked effective leadership management. Kairamo only concentrated on the internationalization of the Company without first considering the various conditions of the company to ensure sustainable growth. Nokia has got the resources and the staff is well trained on the handset manufacturing and the market still demands a 1G and 2G phone offered by Nokia. If heart driven approach are properly applied to Kairamo and the senior management that there is a passion and vision to make the company a technologically advanced telecommunication company, Nokia can reposition itself to reap the fruit of market leader well in advance and have much higher comparative competitive advantage over other potential competitors like Apple and other competitors.  The magic of Heart-driven mindset was important to reform not only the CEO but the managers who could motivate the staff to fight for the leading position of the Company.  
4.2	IF HEAD-DRIVEN APPROACH APPLIED IN NOKIA
In the early time of Olilla, Nokia was under Case 3 condition where Olilla was an effective leader 
which was professionally trained and the staff was competent in dealing with the market condition.    In the 1900s and 2000s, Nokia was one of the largest mobile phone companies in terms of volume, sales, market share and profit.  However, with no sound marketing strategies duly implemented, Nokia failed to make the transition to the smartphone market in the early 2010s. Koski and Kretschmer (2010) pointed out that in smartphone era; it was not only product innovations but importantly about software innovations, and in particular about hardware and software integration. Under the 3H approach, the formulation of a sound strategy is very important. Nokia thinks that it is too easy to have competitive edge over other competitors and they are so confident that the Symbian operating system is superior to apple operating system and android open source system.  It is too late to revise their policy to abandon the Symbian system and swift to windows later. Nokia should plan ahead to invest in software development and conducted survey on the market preference and customers’ choices on what smartphones they actually expected to have. If the Head approach were properly applied during the period before 2007, Nokia would have a solid strategy plan on focusing on software integration and formulate a sound marketing plan for the sales in Unites States, Europe and Asia and the story might be different.


4.3	IF HAND-DRIVEN APPROACH APPLIED IN NOKIA
In the later part of Olilla after 2007 with the emergence of Apple and Google Android, Nokia faced with Case 4 situation where the staff was not well trained in the development of new smartphone features as the global market had changed their preference not only for a mere phone but also for other features like touch screen, camera, social media and communication.  The hand driven approach becomes so important if Nokia could invest in the Research and Development and focused on the software development. It is noted from the table above that Nokia had continuously invested in Research and Development, in particular hugh investment after 2007.  If the Hand approach was properly implemented before 2007, the shaping of a technological advanced conglomerate might prevent the emergence of great competitors like IPhone and Google Android.
4.4	APPLICATION OF 3H FRAMEWORK IN A HOLISTIC APPROACH
If the 3 H approach can be applied to the management of Nokia holistically in the early years by adopting the following strategies, the Case 1 situation will emerge and the Company can maintain its position after 2007 and may hinder the development of Apple and Samsung in the recent years:
a.	Restructure the whole company by heavily invests in the Research and Development department by focusing on the software development and the compatibility with the applications available in the market, in particular, the Android system.  With the application and integration of H1, H2 and H3 under the 3H framework, the organization should conduct research on the feasibility and functionality of the new operating system.   

b.	Revolutionize the mindset of Nokia staff on the importance of technology and artificial intelligence and modern mobile industry. Risto Siilasmaa (Chairman of Nokia since 2012) confessed in 2018 that he should have learnt the machine learning and motivates the staff to learn the new technology.  He emphasized that Nokia should start to build up their IT infrastructure, searching for talents and, in partnership with the existing IT teams, work to add machine-learning competencies into the products and services.
c.	During the years 2005- 2019, the various CEOs and leaders had not formulated a sustained and sound development and marketing strategies for the Company.  They did not conduct a detailed analysis of the economic, political and customer expectation and just acted as market follower and not market innovator.  There was the emergence of Case 2, Case 3 and Case 4 situation but no leaders had the quality to combine the effective leadership with sound strategy and competent trained staff to increase the comparative competitive advantages of Nokia in the market.  .
d.	The setting up an organizational-wide culture on trust between top managers and board and managers and staff enable the formulation of strategy on marketing of products and response to competent and long term planning of the Company. Senior management was afraid to voice out their views on the threat facing the company.  The Heart-driven approach encourages the increased trust to a more open dialogue about the company strategy for long term sustainability.

5.	THE REASONS WHY NOKIA LOST ITS COMPETITVE ADVANTAGES
	5.1	LEADERSHIP STYLE
The leadership style of Nokia’s management played an important role in shaping the rise and fall of the Company apart from the external environmental factor. Kari Kariramo was the CEO of the Company from 1977 to 1988. He focused on how to internationalize Nokia and became independent from Finland’s closed economic system. The stocks of Nokia dropped by 40% in 1988.  Kari lost the support of the Board and the Banks and was replaced by Jorma Ollila in 1990. The appointment of Jorma Ollila started the era of modern Nokia Corporation. At that time, Nokia was leading the digital GSM expansion era and refocused Nokia for mobile technology. The mobile phone market was growing rapidly and the profit of Nokia surged with the profit increased by 385% in 1992 as compared with previous year. The leadership styles of Kariramo, Ollila, Enlop and Kallasvuo were different.  With the application of 3H approach that use the Heart-driven approach to the leaders, they will put the interest of Nokia over their personal interest and would explain the mission and vison of the Company clearly to the employees 
Steve Jobs was a visionary leader but Nokia’s CEOs were not. They were just running the companies to produce handsets without some innovative ideas to meet the customers’ expectation. Nokia did not implement change in their business and did not understand the business and forecast for the future growth of the business. The Nokia leadership did not know how to translate their strategic insights with regard to disruptive innovations, technological know-how and capabilities as well as know-how on platforms into executive strategies.  Ollila could strive for his mission and was succeeded by a builder, Kallasvuo.  Elop tried to be both but could not offered new vision.  In view of the fast growth of the Company in late 1990 and early 2000, Nokia should manage to redesign the organization and manage the process with care.  With the Yu’s 3 H approach the right element could be inbuilt into the organization’s mechanism to ensure the continuous growth of the Company

5.2 ORGAINIZATIONAL STRUCTURE.
Nokia’s rationalized management methods are mechanistic form of organizational structure with excellent results for a long time. The management tries to avoid risks and adopts a comfortable style of expansion.  Many sectors of the organization emphasized on internal efficiency and avoid risks and ensure sufficient vitality.  The visionary character of the leaders was replaced by verification and finance-led bureaucracy. Nokia’s management model is different from that of Apple.  Apple has no official strategy. Nokia has to follow their strategic plan closely and has limited flexibility. Apple is performance –oriented and management style of Steve Job is unique and inspirational. Jobs has strong vison of simplicity and intuitiveness without any reliance on bureaucracy. Nokia’s product suggestions were handled by committees on several hierarchical levels as the finance oriented managers. Nokia also overestimated the strength of its brand and continued to insist that its superior hardware designs would win over the competitors.  Nokia was slow in reaction to the market and overconfidence in its branding. 


5.3	TECHNOLOGICAL ADVANCEMENT
Nokia was referred as the reliable technological advanced devices in the past. The Company inclined to risk-adverse culture. Nokia was pioneer in technological oriented device manufacturer – a hardware company rather than a software innovator.  Its engineers were expert at building physical devices but not programs that make those programs work. In view of the continued growth of its business and lack of major competitors before 2012, Nokia views itself as infallible. Nokia management did not have sufficient philosophical and humility to imagine a time when the mobile business will be a software driver competitor, with mobile being part of the digital ecosystem. Nokia’s development process was long dominated by hardware engineers and software engineers were marginalized.   Nokia thought that it controls the various resources (money, knowhow experience) necessary to control the changing technological situation and nothing could threaten its leading position.
		
	Nokia has great vision to develop Symbian and cooperate with other phone manufactures like Ericsson, Fujitsu, Samsung and Motorola to use the same system.  However with the advancement in technology and the emergence of IPhone and Android, the customers have the general view that Nokia’s technology was inferior to Apple’s, in particular, less innovative and user-friendly. In 1994, the mobile market leader was Motorola and 1998 it was Nokia took the lead. Motorola was slow to invest in digital and fell behind the market.  Nokia did not actually learn the lesson from Motorola.  

5.4 	MACRO-ENVIRONMENTS
5.4.1   Political
Nokia was of prime importance to the Finnish GDP.  With the decline of Finish economy, Nokia was also put in a position to meet challenge from two American enterprises- IPhone and Google. The conservative culture of Nokia was similar to the European corporate culture.  Nokia was slow to react to the changing world – technology, distribution channel and market expectation.  Unites States encourage the enterprises to innovate and the Americans were adventurous with entrepreneur-mindset that they would set up their whole business and tried new direction in different areas- in space science, mobile handset and telecommunication industry. Two different cultures gave birth to two different corporate design and architecture.  Nokia was conservative and short term and Apple was more innovative and flexible.
 
5.4.2   Economical
Nokia experienced the economic depression during the 1998 and the decline of the global economy contributing to the slow growth and downturn of the Corporation in the early 2000. The workforce of Nokia and the government intervention in the U.S and Europe also played a vital role on the development of the company. When applying the 3H framework, Nokia should have “Head driven” approach for the leaders of Nokia to have the mindset of a strategist with strong planning, organizing and control expertise so that effective decision making can be made. The Porter’s Five Forces and the STEEP theory on analyzing the macro and organizational environment will be discussed in the following sections.

5.4.3   Consumer preference
The customers’ preference had changed significantly from 2007 onwards with the emergence of 
IPhone and Google Android.  The customers expected that the mobile phone did not only 
served the purpose of communication but also functional features offered by IPhone as smartphone
features and they should be user-friendly. The adoption of 3H’s “Hand driven” is very important as new technology should be developed to cater to the change in customers’ expectation and know what exactly the customers are looking for.
.
6.	THE REASONS FOR NOKIA’S DOWNFALL
6.1  FROM SWOT ANALYSIS IN YU’S 3-H PERSPECTIVE 
A SWOT analysis summarizes the key issues from the business environment and the strategic capability of an organization that is most likely to impact than strategy development.  In SWOT analysis, Strength and Weaknesses depends on internal factors and Opportunities and Threats depends on External Factors of the Organization. 

6.1.1	The Strength of Nokia
a.	Nokia has its strength in various areas that enable it to dominate the market in the 1900’s and 
    early 2000.  Nokia has the history of more than 150 years in particular in the area of communication and technology. It has strong expertise in this particular field and has adequate resources for expansion and growth.
b.	Nokia has experienced and technically advanced people in its workforce and has strong reputation for providing good handsets. It has strong technology research team and the development of Symbian operating system was the pioneer in the 1900s and early 2000s.
c.	It has strong competitive advantage over the competitors as they have already established a strong base and dominated the cell phone market having good reputation and having lower cost in resources and more effective workforce.
d.	Nokia is famous on the durability of its products and the buyers have strong confidence on the hardware quality of the Nokia products and they have high resell value.
6.1.2	The Weakness of Nokia
	a.	Nokia is slow to react to catch up with the competitors in terms of OS and app ecosystem.  They are obsessed with the features of the cell phone and do not develop any new features such as those offered by Apple in the IPhone.  The slow reaction is the result of resistant to change and no strategies formulated in any core changes in design and features of the phone.
b.	Nokia is not sensitive to any industrial changes and any change in customers and market expectation.  
c.	Nokia is just ignoring the real challenge from apple os and android and the low performance of the handset poses a critical problem.
d.	The design of the cell phone is poor and not as fashionable and functional like IPhone, Samsung of HTC
6.1.3	The Opportunities for Nokia
a.	The continuous expansion of the smartphone market paves great opportunity for Nokia to penetrate further into the industry. There is a growing demand for smartphones both in the developed and underdeveloped countries.
b.	There is rapid change in technological advancement in mobile industry and telecommunication market.  Recently, Nokia cooperate with Zeiss to integrate Zeiss lens in the camera structure and hope to directly compete with IPhone and Samsung
c.	Prevailing pandemic gives another opportunity for Nokia to expand its phone market. The lockdown of many cities assemble the users and the reliance of 5G and other communication methods is more imminent.
d.	The change of global political and regulatory measures opens the new horizon for Nokia. With the resistance of adoption of Huawei 5G and telecommunication devices in United States,  and some European countries, Nokia, Ericsson are chosen to bid for the IT infrastructure of those countries and the future growth of Nokia is promising..
6.1.4	The Threat for Nokia
a.	Apart from the traditional competitors like IPhone, Samsung, Huawei and Sony, there are also other competitors like Oppo, Meizu and Xiaomi.  All competitors will chase for the leading position in the market.  IPhone concentrates on the smart features and App store.  Samsung tries their best in functionality.  Nokia should formulate its marketing strategy on the unique feature that can outperform the competitors.
b.	The dominance of IPhone and challenge from Chinese rivals poses problem to Nokia’s management.  Although Huawei faces the resistance and shut down by some countries, the cut throat policies on phone pricing of some Chinese brands becomes threat to the development of the company. 
c.	The changing technology (in particular software development ) poses another threat to Nokia.  Nokia should focus on the advancement on the technology on functionality and software integration in order to ensure dominance in the market.
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Stephen Elop, CEO of Nokia and initiated to sell Nokia to Microsoft in 2014

6.2 FROM PORTER’S FIVE FORCES TO COMPETITIVE STRATEGIES IN YU’S 3-H PERSPECTIVE 
In analyzing Nokia’s rise and fall, the Porters Five Forces are used to review the strategy of Nokia in the past.  The model of the Five Competitive Forces was developed by Michael E. Porter in the late 1970s. The Porters Five Forces model is based on the insight that a corporate strategy should meet the opportunities and threats in the organizations external environment. A competitive strategy should base on an understanding of industry structures and the way they change. The framework identifies five forces in the microenvironment that drive competition and threaten a company’s ability to make profit. 	 [image: C:\Users\PWKY\Desktop\Five-Forces-Model-Porter.png]
Porter distinguishes between six significant barriers to enter the market: (1) Economies of Scale  (2) Product Differentiation (3) Capital Requirements (4) Cost Disadvantages (5) Access to Distribution Channels (6) Government Policy.
By reviewing Nokia’s case, it is noted that 
a.	Threat of entry
Pre-2007- Cost advantage of Nokia, Brand loyalty, raw materials controlled by Nokia, Efficient distribution channel. (Low)
	Post- 2007 - Microsoft and Apple entered the market and changed market preference (High)	
b.	Threat of the substitutes
Pre- 2007 - No direct substitute in mobile industry, in particular, the camera features, technological advanced handset   (Low)
	Post- 2007 – new smart features and software driven     (High) 
c.	Bargaining power of suppliers	
	Pre- 2007	  The market is dominated by Nokia and there were no substitutes suppliers (Low)
	Post-2007  There were choices for suppliers to supply their parts to other competitors (High)

d.	Bargaining power of buyers
Pre- 2007	Buyers had little or no choice of buying as Nokia dominated the market  (Low)
Post- 2007	Buyers had lots of choice to choose from Samsung, Nokia, Sony or Xiomi. (High)
In fact Nokia adopted both cost leadership strategy and differentiation strategy before 2007 as they produced many featured phone and could use cost leadership strategy producing low cost product and achieved higher profit margin.  Nokia also used differentiation strategy creating a customer perception expecting the product is superior to other brand and thus could attract premium price. Nokia had adopted this strategy for those feature phones which received overwhelming response.  However, Nokia lost its comparative competitive advantages after 2007 and unlike Apple, which could adopt differentiation strategy for all its products for their smart features and fashion design, Nokia could only adopted conservative marketing approach to cater for market competition.
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Pekka Lundmark, Current President and CEO of Nokia who might
adopt Yu’s 3H framework to revitalize Nokia
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In applying the Porter’s Five Competitive Forces theory, there are still some areas yet to be considered such as “Digitalization”, “Globalization” and “Deregulation” Due to the spread of the Internet and technological innovation, the global economy will develop a fundamental structural change mainly driven by innovative and technology-oriented companies who are heavily involved in “Internet-Economy” as a result of “Digitalization”.  “Globalization” allows customers’ choices on the comparison of the price and features of the mobile handsets. “Deregulation” describes the removal of controls raised by the government on the operation of industries. The aforementioned three areas would have significant impact on the threat of new buyers and substitutes and the bargaining power or Buyers and suppliers.

When the researcher reviews the Nokia’s case under the Five Porter’s theory and see whether the “Heart” and “Head” driven approach can be applied to the strategies adopted by the Company, it is surprising to note that Heart and Head approach can complement the shortcoming of the theory on the explanation of why Nokia lost its competitive advantage in the 1900s.  By adopting the Heart and Head approach, Nokia management could implement those procedures and guidelines and built the value and organizational culture.  The Porter theory only focus on the macro-environment but does not point out why the industry trend changes.  With clear leadership motivation and clear strategic planning and control in place, the market trend on the customers’ expectation, competitors’ strength and technological awareness for a more user-friendly and functional smartphone features would be identified and introduced to the market that could prevent the early downfall of the market. 
6.3	STEEP MACRO/GENERAL ENVIRONMENT ANALYSIS
After reviewing Nokia’s case by using SWOT and Porter’s Five Forces, the society, technology, environment, Economy and Politics (STEEP) aspects will be discussed.
	Socio-cultural
	Technology
	Environment 

	Social attitudes and social trends. Nokia phones outdated.
	Enhanced smart features based on Android. Nokia was obsessed with Symbian system. 
	Focus on ecosystem

	Change in population growth rate and age factors.  Nokia phone focus on business use and not for young teenagers
	Breakthrough in functionality. Nokia was still focus on hardware development
	Law regulating environment pollution

	Culture difference (gender)
The gender group and cultural difference not identified by management
	New 5 G Network.
Opportunities not available not until the recent pandemic
	Waste management

	Expansion in underdeveloped countries. 
	Expand Application Store for unique usage of Nokia phone.
The distribution network still has shortcomings
	Support for renewable energy.

	Demographics and skill level of population
	The emergence of Google Android and IPhone creates threat to Nokia
	Air and water pollution regulation

	Education level of the customers not identified.
	Impact on value chain structure and cost structure
	



	
Economical 
	Political

	Inflation rate, interest rate and economic cycle
	The increased regulation on the ant-trust laws and non- competition regulation in EU

	Economic system of the countries explored
	Political stability of countries

	Government intervention
	Any trade wars or tariffs

	Labour cost and productivity 
	




7.  OPPORTUNITIES FOR NOKIA TO REVITALIZE IN COMING YEARS
7.1	SUSTAINABILITY IN TECHNOLOGICAL ADVANCEMENT
7.1.1   5G
	Unites States has banned the Huawei 5G infrastructure development.  United Kingdom and some European countries also indicated that they would ban Huawei tender for 5G contracts. China has two of the leading Radio Access Network (DAN) infrastructure suppliers: Huawei and ZTE.  They hold a total of 40% of the market share with Huawei being the leading supplier. Nokia, the Finnish firm represents 17% of market share whereas ERIC, a Swedish firm owns 14% of market share.  Nokia and ERIC compete with Huawei as 5G infrastructure suppliers as they both have the quality and reliable products to guarantee strong execution 

Huawei, Ericsson and Nokia continued to dominate the 5G mobile network base station market in 2020, representing a combined 77% of the market. Huawei is still the leading supplier of 5G base station with 28.5% share and Ericsson 26.5% and Nokia 22%. With the boycott from the US and Western Europe, Huawei is expected to boost its 5G network in China. Taking this opportunity, Nokia could expand its coverage in Europe and Asia. Nokia wins the tender from Asia Pacific Telecom in Taiwan as exclusive vendor for their standalone and non-standalone 5G network upgrade. In addition, Nokia will deploy its radio products with Cloud RAN capabilities to support Cellular’ s customers with 5G and IoT services and to support new business models such as fixed wireless access. Nokia also launches new software which enables mobile operators to upgrade their 4G radio stations to new 5G technology without visiting the site or replacing equipment.
7.1.2   Operating Software
Nokia has been obsessed with the Symbian operating system and has learnt the lesson.  Nokia management should adopt the Yu’s 3H approach and in particular, the Head-driven approach to build some unique features for the Nokia phone under the 5G and fast transmission platform to improve the overall performance of the company.  As Symbian and windows have been proved not compatible and not meet with customers’ expectation in the past, the leaders of Nokia should develop new applications and features which are comparable with the smart features of IPhone and functionality of Samsung. It is expected that more developers would develop the enhanced Android operating system as new applications can be introduced to the platform and worked out an array of innovative products and services. Nokia should also follow the trend of software upgrade service of competitors by providing longer period of coverage.  Samsung has released their new policy of releasing Android upgrade for their core phones for a period of 3 years, similar to Google phones.  . Nokia should also focus on branding that reposition Nokia as a new global brand like IPhone. This is the application of both Hand and Heart approach.
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5G becomes the lifeboat for Nokia in the next 5 – 10 years
7.2	SUSTAINABILITY IN ORGANIZATIONAL/INDUSTRIAL GROWTH
7.2.1	Political and Economic
	On the political aspects, Nokia should also monitor the progress on the US presidential election in this September as the change in President from Donald Trump to Joe Baden might have impact on the future plan of Nokia in the possible shift of policy from banning China’s 5G infrastructure development in the United States and the rest of the world and on other policies on stimulus to IT conglomerates in the United States



On the economic aspects, the general lockdowns of major cities create opportunities for the growth of Nokia.  However, the number of global infections has now exceeded 28 million with around 900,000 deaths recorded and it is forecast that the epidemic will not be under control in the short term.  United States, Europe and Asian countries are deeply hit. The unemployment is high and there are economic slowdowns for many countries.  The economic statistics released has revealed that there is little sign of economic recovery in 2011 unless the pandemic will end in the next few months which the experts are quite pessimistic.  
	7.2.2	Research and Development 
As all major telecom carriers’ rush toward the deployment of 5G, the much needed upgrade to
a next generation Gigabyte speed is now in place.  The network will not only service the purpose of voice and data communication but also has the ability to handle large quantities of data enabling IoT growth that will transform the world.  According to estimates, the 5G infrastructure market is currently around US$784 million and is expected to reach US$48 billion by financial year 2027. The combination of artificial intelligence, machine learning and 5G represents enormous opportunity for business organization and Nokia is in a favourable position to exploit different markets. By adopting the 3H framework, Nokia should also focus on formulation of a sound strategy for future development (Head-driven H2) and train the staff on the new technology in particular the telecommunication sector. (Hand-driven H3). Pekka Lundmark, Nokia’s CEO who has just took office the office when 5G prospects start to brighten and should have heart and enthusiasm to let Nokia to sail on the right direction given the current political and economic condition and the opportunities opened to telecom carriers players, like Cisco, Qualcomm, Ericsson and Nokia.
	Nokia should expand its Research and Development department to cater for the opportunities arisen in Healthcare, Automotive and Transportation and Telecommunication in particular the 5G technology. As COVID -19 locks nearly half of the world’s population of seven billion at the home, it is apparently important to connect smart devices that can remotely perform most of the healthcare functions like remote diagnosis, virtual physician appointment, remote surgeries through 5G. 	
7.2.3	Directing Consumer Preference
Nowadays, customers expect that the mobile phone should not only serve the sole purpose of telephone communication but rather like a computer like user friendly interface.  In fact, the customers normally expect the new additional features and services from the mobile handset suppliers.	Nokia should also explore in the area of enhanced camera features like Sony.  With the cooperation with Zeiss, Nokia can continue to launch new mobile handset with new features like folding phone (Flip phone).

7.2.4	Five to Ten Years Plan
Some aspects of the decoupling of the world’s two economies- rising cost in China, increased automation and intense confrontation had opened new horizon for Nokia and Ericsson previously taken by Chinese telecommunication services provider. In applying the Yu’s 3H framework, Nokia should first set up the clear strategies for the next five to ten years. With the 3 H framework in mind, Nokia should focus on the following strategies for the coming years:
a.	Nokia should implement new leadership programme for its managers.  Passion for change and innovation and organizational culture on the new value of artificial intelligence, Internet of things (IoT) and 5G technology. There should be a trust and bonding relationship among the managers and staff with the mission to create long term value of the Company.
b.  Nokia should hire new experts in development of its software development and in particular, the technology in telecommunication and 5G.Nokia should cooperate with other IT provider to see if they can bid the project on a larger scale and consolidating e the expertise.
c.	Nokia should consider buying back its handset business as the mobile industry might open more channels for the company to integrate the technology with telecommunication infrastructure.

	  

8.	RECOMMENDATION AND CONCLUSION
After reviewing the Nokia’s case with reference to its development history, SWOT Analysis, Porter’s Strategies Analysis and STEEP Analysis, it is noted that there are many elements that have led to the decline of Nokia. However, taking into consideration of the new macro-environment in new political environment, new technology and changing customers’ preference, opportunities are arisen in the area of 5G, artificial intelligence and Internet of Things(IoT) which pave the path for the enhancement of its financial performance. Nokia could consider to develop in telecommunication and if possible the mobile business in future.

The research study teaches the lesson of how a giant like Nokia can undergo phases of development during the three stages of development. The period of growth for the pre 2007, the period of experiment for the years 2007 to 2016 and the period of opportunities for 2019 and thereafter.  The appropriate use of the Yu’s 3H framework with the optimal situation of Case 1 where all Heart, Head and Heart approach can be applied to the leaders and staff of Nokia that would ultimately revive the Company.  Nokia has already missed the chance of using 3H approach in the past and with the implementation of an overall new training programme for all staff might enlighten the management for the proper direction of growth in the next five to ten years. 
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