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1 Introduction    
 

In March 1999, the two large Nordic IT companies, Tieto of Finland and 
Enator of Sweden, announced their intentions to combine their businesses. 
The new entity was to have over 10,000 employees and net sales of more 
than 1 billion Euro. TietoEnator (TE) was to become one of the leading 
suppliers of IT services on the European market. The positive synergy 
effects were calculated to approximately EUR 30 million in 2002 (Merger 
Offer, 1999). 
 
Our interest in this “Merger of Equals” (www.tietoenator.com, 2003) – the 
merging companies being of about the same size, and operating mainly in 
their respective home markets, thus avoiding competition with each other 
– has emerged from the fact that company fusions generally, and 
international mergers in particular, are considered as high-risk projects 
(Sirower, in de Wit and Meyer, 1998). Some, at first sight, alarming issues 
that will were discussed in the project planning phase discussed in this 
paper are:  
 

- Expected cultural differences between Finland and Sweden, and 
between Tieto and Enator 

- Differences in management style and market structure and buyer 
behaviour between the two companies. 

- Differences in the industry environments and business climates of 
Finland and Sweden. 

 
In general the demand for the IT services has gone down when you look at 
the overall industry. This is because of the intense competition form 
companies like IBM and EDS and the slow down of the major global 
economics. Less demand caused job insecurity in the IT sector. Despite of 
all the facts TietoEnator seems to do significantly well in comparison to 
other companies in the same industry. 
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1.1 Scope and limitations 
 
Our chosen area is the effects of the TE merger, the merger process, and 
strategies such as internationalisation, handling of cultural differences, and 
industry competition.  
 
When we first started out planning our master thesis work we had many 
different approaches that we felt were interesting: the main ideas were 
growth by international mergers, knowledge transfer, and measuring the 
synergy effects, and result, market, and cultural development after a major 
merger. 
 
During our investigation, we have narrowed the scope to the following 
fields: 
 

- The cultural dimension: the degree of integration of different 
cultures (Finnish and Swedish, Tieto and Enator, customer focus 
and product focus) into one corporation and value system, 
language and view on strategy 

- The strategy development.  
 
This study is an investigation of TietoEnator after the merger in 1999, 
focusing on the Swedish side of the corporation and their development 
since the merger with Tieto in 1999.  The focus on the Swedish part of the 
company is of course a drawback – a complete picture of the merger 
effects cannot be drawn without investigating the Finnish part.  
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1.2 Purpose 
 
The purpose of this thesis is to describe and analyze the TietoEnator´s 
merger process from two perspectives: the cultural perspective and the 
strategy perspective. The main objective is to exemplify some theories in 
organizational and strategic research by connecting the theories to the 
significant events of the TietoEnator merger case.  
 
 

1.3 Problem discussion 
 
Mergers are a well-known method for increasing company size and 
strength on the market. But to reach the targets set, more than just a 
positive economic calculation is required. An atmosphere that supports the 
company's integration is needed, for which it is of great importance for 
management to understand the underlying sets of values that exist in the 
organisation, and to take into consideration the way they might become an 
obstacle or a tool for a successful integration. 
 

Most mergers necessarily do not accomplish the level of success they were 
expected to achieve. All too often, it may be due to a cultural 
misalignment between the participants, or their overall inattention to the 
relationships involved.  
 
Companies are driven by their own kind of organizational culture. Known 
as "organizational culture," it is deliberately expressed through a variety of 
forms such as vision, mission, values, company strategies and structures, 
jargon, etc. 
 
We intend to study the strategic thinking behind the merger, the strategies 
used to implement the change in the new company, and the effects on 
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business compared to the intentions. How did the different cultures mix in 
the new international company?  
Businesses can achieve synergy, but must understand that there is no 
inherent synergy between two companies brought together: the synergy, if 
any, results from the specific process of integration. A claim that there is a 
potential for synergy is meaningless unless both the source and the effect 
of that synergy are explicitly identified. The latter is the easier to deal 
with: synergy must create economic value (Smith et al, 1999). Is there a 
specific TietoEnator culture, which has emerged both from Tieto and 
Enator cultures? Or has the new company inherited the Tieto way, 
forgetting the Swedish values and practices? The merger outcome has 
been said to be a success (referring to press, Annual Reports and 
interviews) – can we verify it or argue against that? 
 

1.3.1 Research question 
 
Do the cultures have to integrate in an international merger? In other 
words, does a consensus between the ingoing parties have to be developed 
in all cultural and practical aspects in the new organisation, or can the new 
organization handle the cultural differences without giving up their own 
culture and uniqueness? 
 
Which are the unique competitive advantages of TietoEnator, and can the 
advantages be connected to specific features of TietoEnator’s strategic 
activities or strategy visions? 
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1.4 Guide to the Thesis 
 
The purpose of the Guide to the Thesis is to give the reader an overview of 
the thesis structure and its research logic. 

 
In chapter 1, Introduction, the background of the research project, our 
areas of interest, and the scope of the thesis are outlined. 
 
In chapter 2, Methodology, we intend to introduce the reader to our 
research perspective and the chosen (qualitative case study) research 
method. 
 
Chapter 3, Frame of Reference, will provide an overview of selected 
theories from previous research on the areas of mergers, organizational 
culture, strategy development, and internationalisation.  
 
In chapter 4, The TietoEnator Case, we describe the TietoEnator 
Corporation and the history of the formation of the company in 1999 when 
the merger between Tieto and Enator took place.  
 
In chapter 5, Analysis, we connect the findings from the case study with 
the theoretical background from chapter 3, Frame of Reference. The case 
is used to exemplify and illuminate the theoretical implications. 
 
Chapter 6, Conclusions provides our answers to the research questions 
from chapter 1.  
 
Figure 1 (below) is a graphic guide to the thesis logic, supplied in order to 
give the reader an overview of the thesis project and our research process.  
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Fig. 1 Thesis Structure (authors) 
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Induction (empiric 
research) 

Hermeneutic view 
on science 

Deduction (logic)
 

Positivistic view on
science 

2 Methodology 
 
The purpose of this chapter is to give the reader an understanding of our 
pre-knowledge and perspective on the TietoEnator merger case, the chosen 
scientific method, and the data collection, and analysis processes. The 
chapter starts with a short overview of the two opposed views on scientific 
reseach.  
 

2.1 Positivism versus hermeneutics 
 
The traditional view on science is divided in two main branches, as shown 
in the simple figure below:  
 
 
 
 
 
 
 
 
 
 
 
 
 
Fig. 2 Positivistic and hermeneutical views on science (Bengtsson and 
Bengtsson, 1995) 
 
Positivistic, or objectivistic (Alvesson, 2000) researchers collect objective 
data and make conclusions by induction (that is, they draw conclusions 
and create rules and principles from experiments and other empiric 
experiences) or deduction (they draw logical conclusions from axioms, 
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applying the rules on other related areas) (Bengtsson and Bengtsson, 
1995). Quantitative methods are required in positivistic research work. 
 
Hermeneutic researchers interpret their subjective findings or perceptions. 
The interpretation of the “soft facts” is not possible without analysing the 
context. The whole is something more than its different parts. Qualitative 
methods are often used in hermeneutical research work (Bengtsson and 
Bengtsson, 1995).  
 
According to Alvesson (2000), there are organizational researchers who 
have an objectivistic qualitative research view - he calls these data 
collectors. The researchers, who think that their frames of reference (e.g. 
theories, pre-knowledge and values) are critical for their perception of the 
research object, and the results of the research work, are called interpreters 
by Alvesson (2000). Interpretation is about giving meaning to a 
phenomenon or finding out the intrinsic implications of the phenomenon. 
The interpreters cannot verify the theories they discover, according to the 
data collectors. Alvesson (2000) agrees to this, but claims that a certain 
concordance between interpretation and reality (perceived) is necessary 
(Alvesson, 2000:39). The conclusion is that the interpretations should be 
supported by empirical material. 
 
In our thesis project, we have chosen an interpreting approach, adopting 
the hermeneutical view on science. The work is done as a qualitative case 
study. The case study method is chosen because it is a suitable method for 
complex situations, like a merger of two large companies (Lundahl and 
Skärvad, 1995). An alternative could have been a comparative study on a 
number of companies, or maybe a survey on the employees’ views on the 
merger. A comparative study would have weakened our ability to choose 
the most interesting developments during the merger and post-merger 
processes; an employee survey could have been alternative when our pre-
study from secondary sources, and the pilot interview, were completed. 
After the first interview, we recognised the interesting issues that 
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eventually lead to our research question and purpose formulation. 
However, at that point, the limited time frame of the thesis project made it 
impossible to convey a wide employee survey.  
 

2.2 Data collection 
 

2.2.1 Primary data  
 

Our primary data were collected from unstructured interviews with totally 
five Business Area and Corporate level managers in the Swedish part of 
TietoEnator. The plan was to carry out 6 interviews. The interviews lasted 
between 1:30 and 1:45 hours each. All interviewees had similar positions 
in Enator at the time of the merger. The respondents spoke freely of their 
experiences before, during, and after the merger. We took extensive notes 
during the interviews. The edited and anonymized notes are enclosed in 
Appendix 3. The reason for anonymizing the interview notes is that we do 
not want to point out who said what, given the small survey population. 
Anyhow, the names of the interviewed persons can be found in the 
Acknowledgements section, since no one of the respondents required 
anonymity.  Additional questions, clarifying some unclear notes, were sent 
to one respondent by mail after the interview. 
 
We had prepared some open questions to guide us during the interviews, 
but the interviews developed to informal and unstructured dialogues, 
giving us the possibility to clarify the issues that we were interested in. 
The prepared questions included among others the issues of  
 

- the respondent’s current position, position at the time of the 
merger, and role in the merger process 

- motives to the merger, expectations 
- communication from corporate management at the time of the 

merger 
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- expected and actual (perceived) cultural differences or 
difficulties between the merger parties 

- results from the merger, compared to the motives, expectations 
and objectives 

- perceived influence from Tieto to Enator and vice versa 
(management styles, business practices, control mechanisms, 
strategy development, knowledge transfer, etc) 

 
2.2.2 Secondary data 

 
During the pre-study phase (before the interviews) the TietoEnator web 
site (www.tietoenator.com) was a valuable source of information. The 
annual and interim reports, press releases and presentations have been used 
to build up the case description. The Linköping University Library’s full 
text databases, and the Linköping University Electronic Press, have been 
used for research on articles and previous thesis papers. Other web sites 
we used are listed in the List of References. These include web based 
Finnish and Swedish business magazines, and the web publications of 
previous research from Swedish and Finnish business schools. All the 
books and articles we used for our theoretical background are listed in the 
List of References.  

 
2.3 Our pre-knowledge  

 
2.3.1 Outside-in and inside-out perspectives 

 
We, the research team, represent a combination of diametrically opposite 
starting points, one team member looking into TietoEnator from the 
outside (a relative stranger to the Nordic culture, no connections to the 
company), the other being more or less an insider of TietoEnator.  
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Rishi, 26, is a master student from Sri Lanka, with a Bachelor’s degree in 
business management from South Bank University in London. Rishi has 
working experience from international trade between Europe and Sri 
Lanka, thus being able to compare the cultural differences and business 
manners in different countries. He has some experience of the Swedish 
culture and business environment. This gives the team the fresh eyes and 
an unbiased view to the (presumed) cultural differences between Finland 
and Sweden, Tieto and Enator – the outside-in view.  
 
Jukka, 46, is an IT consultant of Finnish origin, residing in Sweden since 
1971, with seven years of work experience from Enator (1992-1999) – the 
inside-out view. Obviously we have very different backgrounds, making it 
possible to complement each other’s views on the culturally intricate 
research object.  
 
The discussions on TietoEnator issues, national culture, and 
internationalisation strategies, have been animated by our different 
backgrounds and diverging pre-knowledge. In our opinion, the project set-
up has been an excellent opportunity to learn. 

 
2.3.2 Subjectivity and objectivity 

 
Our view on TietoEnator was subjective and biased from the beginning 
because one of the authors had substantial pre-knowledge about the 
company (the inside-out view). The risk of this subjectivity is that you 
only see what you expect see, you take things for granted, you see some 
issues as less important, and you don’t criticise or verify all information.  
 
Our discussions from the outside-in and inside-out points of view have 
helped us to increase the objectivity of our work. Together, with the help 
of the outside-in view of one of the authors, we have had a more critical 
view on our findings and especially the information from TietoEnator. 
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3 Frame of Reference 
 
The Frame of Reference chapter will provide an overview of selected 
theories from previous research on the areas of mergers, organizational 
culture, strategy development, and internationalisation.  

 
3.1 Merger theories 

 
The aim of this section is to provide the reader a generic definition of a 
merger.  

3.1.1 What is a Merger 
 
A merger is a combination of two companies’ activities following a joint 
decision. One example is the TietoEnator merger. Mergers are different 
from acquisitions where one company buys out the other. An acquisition 
can be friendly or hostile, that is, the target company agrees or does not 
agree to the deal. Sirower (in de Wit and Meyer, 1998), states that merges 
and acquisitions are the most important form of business investment 
nowadays. The absorbed firm may retain its individual identity, however if 
the identity is an important strategic element. One example is Ford’s 
acquisition of Volvo or GM acquisition with Saab. Volvo was basically 
bought over by Ford, but still they keep the same brand name 
(www.ford.com). The opposite goes for the TietoEnator merger (which 
formally was an acquisition of Enator by Tieto): the companies have 
joined their operations, as well as their names. 

 
3.1.2 Why companies merger 

 
Companies merger in order to increase their competitive power and thus 
increase their profits. Synergies like economies of scale and economies of 
scope can are expected. Risk reduction, elimination of a specific 
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competitor, combinations of technical skills and best practices are other 
motives for mergers. The opportunity for growth is probably one of the 
main reasons for merger since growth is one of the main objectives of 
many companies. 
 
However, it is quite clear that this strategy is not always successful. There 
are many mergers that have failed due to a number of reasons. 
DaimlerChrysler is an example: “On May 7, 1998, the CEO’s of Daimler-
Benz AG and Chrysler announced that they had decided to merge. The 
combined company was a colossus, with $132 billion in annual revenues. 
It was the largest industrial merger the world had ever seen.” (Banal-
Estanol and Seldeslachts, 2003). This was total failure; in 2003 second 
quarter loss was $1 billion. This is the biggest loss in German business 
history (ibid).  

3.1.3 Types of Mergers 
 

1. Horizontal Integration: is when a company merges with one at the same 
level of production. E g a brewery merging with another brewery 
(www.bized.ac.uk). 

 
2. Vertical Integration: is when a company merges with another company 
at a different stage of production. E g a brewery taking over a chain of 
pubs or a hop farm (www.bized.ac.uk). 
 
3. Conglomerate Integration: is when two unconnected companies merge 
(www.bized.ac.uk). E g AOL and Time Warner Merger. America on line 
Internet services provider and time Warner is a film company - completely 
separate industries.   

 
Acquisition or merger can be more desirable than internal development for 
several reasons. First, a firm may desire to implement its strategy, such as 
entering a new market or developing a new product, in the relatively near 
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future. The time element can be crucially important in targeting specific 
“strategic windows” while internal development could literally take years, 
acquisitions or mergers might allow practically instant implementation of 
the desired strategy. Second, the cost of upgrading internal competencies 
can be greater then the cost of acquiring a firm that already has the 
necessary distinctive competencies.  Thirdly, internal redevelopment 
generally results in the firm becoming a new competitor in the relevant 
market, which can create a situation of oversupply that may reduce the 
attractiveness of the market: Merger is a way to avoid this situation (Smith 
et al, 1999). 
 

3.1.4 Handling post-merger integration 
 
Got and Sanz (2002) have developed a model that describes three main 
dimensions – levels of management - to post-merger integration handling: 
strategic management, operational management, and cultural management. 
They have described the forces – positive and negative – affecting the 
intended outcome of the merger. The forces are either positive actions 
(managerial actions and visions, transnational expansion, financial 
analysis, duplication elimination, and cultural strategy), or negative 
dangers (market sanctions, synergy trap, integration costs, employee 
demotivation, and cultural clash/employee resistance). See the Key 
attached to figure 3 (below). The main perspectives are: company growth, 
company profitability, social compatibility, and shareholder revenue. The 
following graphic illustration is from the Got and Sanz thesis (2002):  

 

 



Internationalisation through Merger 
The Stategy of TietoEnator 

____________________________________ 
 
 

Linköping University 2004 
Rishi Randeniya and Jukka Roivas  

15

 
Fig. 3 The Merger process in a holistic perspective, (Got and Sanz, 2002) 
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Acculturation 
 
Berry (1980, in Vaara, 2000) defines acculturation as “changes induced in 
(two cultural) systems as a result of the diffusion of cultural elements in 
both directions.” 
According to Nahavandi and Malekzadeh (1988, in Vaara, 2000) 
acculturation process can have four different ways: assimilation (replacing 
one’s old culture with the new), deculturation (giving up one’s culture 
without adopting a new), separation (maintaining one’s culture and 
rejecting the new), and unification (maintaining the old culture’s elements 
and moving towards the new). 
 
The following figure from Got and Sanz (2002) illuminates the different 
ways of acculturation, and the possible motives of choosing one of the 
different ways. 

 
Fig. 4 The cultural integration forms, adapted from Berry (1989) by Got 
and Sanz (2000) 
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The choice of acculturation “mode” depends on the context, history and 
the cultural prerequisites of the parties involved. 
 
The two models (figures 3 and 4) from Got and Sanz provide a practical 
framework for analysis of post-merger development in the TietoEnator 
case. In chapter 5 Analysis, we use the two models to summarize our 
findings. The Holistic model will be somewhat adapted for our purposes. 
The adaptation is due to the scope limitations of our thesis. 
 

3.1.5 Merger and corporate culture 
 
Sirower (in de Wit and Meyer, 1998) discusses the potential troubles of 
power and culture clashes in merger situations. He states that most writers 
are concerned about the hard, financial side of mergers, rather than the soft 
issues. He claims that there is a danger of isolating the cultural approaches 
because they can be used as excuses for anything that goes wrong after the 
merger. The underlying assumption is that if culture is well managed, 
synergies will automatically occur. The possible positive effects of cultural 
tensions have not been studied (ibid).  
 
Sirower recognizes the risk of cultural tensions disturbing and hindering 
merger synergy development. The different shared sets of norms, values 
and beliefs in the ingoing organisations have been developed over a long 
time and passed down or forward through generations of managers and 
employees. In a merger, the corporate culture is acquired as a whole, on 
the spot (ibid). “The issue is not whether the cultures are different or 
similar but whether the changes necessary to support the strategy will 
clash with either culture”, says Sirower (ibid, p. 466). 
 
Problems may arise from differences in standard operating procedures, 
from power shifts, and from expectations of payoffs of cooperating versus  
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competing in the new company. As a solution to the problem of internal 
competition Sirower (in de Wit and Meyer, 1998) suggests that appropriate 
incentive and reward systems should be established. 
 
In our analysis in chapter 5, we will study the internal effects of the 
TietoEnator merger with Sirower’s advice about cultural tensions and 
clashes in mind.  
 

3.2 On Culture 
 
The starting point of our research on the cultural prerequisites and 
repercussions of the TietoEnator merger is the presumed cultural clash 
when two companies from Finland and Sweden are combined.  
 
We start with discussing what culture is, defining the levels of culture (e.g. 
national, organizational), looking into established research on international 
cultural differences, and establish a theoretical background theory for our 
analysis of the TietoEnator merger case from a cultural point of view. 
 

3.2.1 Culture definition 
 
“Culture – all the arts, beliefs, social institutions, etc characteristics of a 
community, race, etc” (Oxford Advanced Learner’s Dictionary, 1974).  
 
Culture can be defined as what people think (e g beliefs, perceptions), 
what they do (e g learning, management, organization), what they have (e 
g products, art, political systems). Or it can be seen as a continuous 
interaction between the ideas and the behaviours of people (Lehtonen, 
2000). 
 
Hofstede defines culture as a) civilization or refinement of the mind, and 
the results of that, like education, art, and literature, and b) all that but also 
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all the collective, learned, ordinary things in life; the collective 
programming of the mind which distinguishes the members of one group 
or category from another (Hofstede,1997) . 
 
Culture is distinct from human nature on one side, and personality on the 
other. Human nature is the universal level of our minds, the genetic 
heritage that all people (and parts of other animals) have in common. 
Personality is the partly learned, partly inherited individual characteristics 
of a person. Cultural differences are manifested in several ways. Hofstede 
(1997) uses the “Onion diagram” (see figure 5) to illustrate the different 
levels of cultural manifestations: from inside out, the diagram shows 
Values, Rituals, Heroes, and Symbols.  

 

Fig. 5 Manifestations of culture at different levels (after Hofstede, 1997) 
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Values are the core of culture – the preferences, polarized feelings (evil vs. 
good, abnormal vs. normal, irrational vs. rational, etc), often implicitly 
learned and unconsciously kept deep in a person’s mind.  
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Rituals are collective, superfluous but essential activities, carried out for 
their own sake, like greetings and religious ceremonies. 
 
Heroes are persons, real or imaginary, who are the models of behaviour in 
a culture.  
 
Symbols are words, objects or pictures that carry a meaning that is shared 
by the members of a culture. They can be superficial and easily 
exchangeable. Logotypes, words of jargon, dress codes, etc, belong to this 
category. 

3.2.2 National culture  
 
Hofstede (in de Wit and Meyer, 1998) uses five dimensions to describe 
cultural differences between nations. The dimensions are  
 

- Power distance, the degree of inequality among people which the 
population of a country finds normal. Small power distance 
means a relatively equal society. 

- Individualism, the degree to which people prefer to act as 
individuals rather than as members of groups. Collectivism 
means low individualism. 

- Masculinity, the degree of toughness in the value system. Low 
masculinity means that the “soft” values prevail. 

- Uncertainty avoidance, the degree to which people in a country 
prefer structured over unstructured situations. Rigid rule systems  
and fear of change or different behaviour are signs of a society 
with strong uncertainty avoidance. 

- Long-term versus short-term orientation. Long-term means 
future-oriented, while short-term indicates orientation towards 
the past and present, focusing on traditions and social values.  

 
These dimensions were first used in an extensive survey by Hofstede, 
where he studied the employees of IBM worldwide, mapping the cultural 
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differences between 53 countries (actually, 50 countries and three regional 
areas: Arab Countries, West Africa, and East Africa) of the world. The 
fifth dimension (Long-term orientation) was added in a supplementary 
study a few years later. 
 
Results for Finland and Sweden are summarized in table 1. Sweden and 
Finland are as one can expect quite close in their scores. The differences, 
similarities, examples of typical behaviour in the countries are discussed 
along with our conclusions in the Analysis chapter.  
 
Table 1 Cultural dimension scores for Sweden and Finland (after 
Hofstede, 1997) 
 

 

As we can see, the Individualism and Power distance scores for Sweden 
and Finland are very close. The Masculinity score in Sweden is the lowest 
in the world, Finland scoring higher but still relatively low. The greatest 
distance between the two countries is noticed on the Uncertainty 
avoidance dimension. Finland was not included in the supplementary 
study where long-term orientation was measured (Hofstede, 1997). 
 

Sweden Finland  

Score  (0-100) Rank (of 53) Score (0-100) Rank (of 53) 

Power distance 31 47 33 46 

Uncertainty 
avoidance  

29 49 59 31 

Individualism 71 10 63 17 

Masculinity 5 53 26 47 

Longterm 
orientation 

33 12 of 23 No data No data 
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We will describe the significant characteristics of the different dimensions 
below. The implications of the differences between Finland and Sweden 
will also be described. The purpose is to build a theoretical ground for the 
analysis of the case material. 

 
Power distance 

 
The power distance index (PDI) measures the degree of equality in 
society. Latin, Asian and African countries tend to score high on the PDI 
values. USA and the rest of Europe show lower values. Power distance is 
defined as the extent to which the less powerful members of an 
organization expect and accept that power is distributed unequally. 
 
Some of the key differences between small and large power distance 
societies are shown in table 2. 
 
Table 2: Key differences between low and high power distance societies 
(After Hofstede, 1997) 
 
Small power distance    Large power distance 

Hierarchy means inequality for 
convenience 

Hierarchy reflects existential 
inequality 

Decentralization Centralization 
Narrow salary ranges Wide salary ranges 
Subordinates expect to be consulted Subordinates expect to be told what 

to do 
Ideal boss is a resourceful democrat Ideal boss is the good father 
Privileges for managers not popular Privileges expected and popular 
 

Sweden and Finland scored very close to each other on the PDI.  
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Uncertainty avoidance 
 

Uncertainty avoidance is defined as the extent top, which the members of 
a culture feel threatened by uncertain or unknown situations. In countries 
with high Uncertainty Avoidance Index (UAI), people express nervous 
stress and have a need for predictability and rules. 
 
Table 3: Key differences between weak and strong uncertainty avoidance 
societies (After Hofstede, 1997) 
 
Weak uncertainty avoidance Strong uncertainty avoidance 

No unnecessary rules Emotional need for rules 
Hard work only when needed Urge to work hard, need to be busy 
Precision and punctuality learned  Precision and punctuality come 

naturally  
Tolerance to innovation and deviant 
behaviour 

Resistance to innovation, 
suppression of deviant behaviour 
and ideas 

Motivation by achievement Motivation by security 
 

Latin and Mediterranean countries, Japan, and Korea score high on the 
uncertainty avoidance. German speaking countries have medium scores, 
while most Asian, Anglo, and Nordic countries score medium to low. 
 
Between Finland (score 59, rank 31) and Sweden (score 29, rank 49), 
there is a significant difference in uncertainty avoidance, although both 
countries are on the lower half of the list. 

 
Individualism 

 
Individualism describes the relationship between individuals and the 
collective in a society. Individualism is connected to personal time, own 
approach to the job, challenge, aspirations on leadership and variety, 
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identity, and independence. Collectivism is connected to group decisions, 
training opportunities, good working conditions, getting use of skills and 
abilities, conformity and job security (Jönsson, 1996, Hofstede, 1997). 
 

Table 4 Key differences collectivist and individualist societies (After 
Hofstede, 1997) 
 
Collectivist Individualist 

Purpose of education is learning 
how to do 

Purpose of education is learning 
how to learn  

Employer-employee relationship is 
like a family link 

Employer-employee relationship is 
a win-win contract 

Management of groups Management of individuals 
Relationship prevails over task Task prevails over relationship 
 
Collectivism is the rule, individualism the exception in the world. Anglo 
countries (USA, Australia, Great Britain, and Canada) are the top 
individualistic countries, many countries in Latin America and Asia the 
most collectivistic. Sweden and Finland both score high on the 
individualism index, ranking 10 and 17 of 53 nations. 

 
Masculinity 

 
In masculine societies, the gender roles are clearly distinct; men are 
supposed to be assertive, tough and materialistic, while women are 
supposed to be modest, tender, and life quality focused. In feminine 
societies, the social gender roles overlap (Hofstede, 1997).  
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Table 5: Key differences in feminine and masculine societies (After 
Hofstede, 1997) 
 
Feminine Masculine 

Work in order to live Live in order to work 
Managers use intuition and strive 
for consensus 

Managers expected to be decisive 
and assertive 

Equality, solidarity, quality of work 
life 

Equity, competition, performance 

Compromise, negotiation Fight out conflicts 
 

The most masculine nations in the Hofstede survey were Japan (rank: 1), 
some continental European countries (Austria (2), Switzerland, Italy, W. 
Germany), some Latin American countries (i e Venezuela, Mexico, 
Colombia). Moderately masculine countries were the Anglo countries 
(like Ireland (7), Great Britain, USA (15), and Australia). Other 
moderately masculine countries were India (20), Arab countries, and 
Hong Kong. The most feminine countries were Sweden (53), Norway, the 
Netherlands, and Denmark. 
 
Sweden scored 5 on the Masculinity index, and Finland scored 26 (rank: 
47). Although being close in the ranking, among the most feminine 
countries, there is an interesting difference in the score. 
 

Long/short term orientation 
 

This cultural dimension, the fifth, is also called “Confucian dynamism”. 
Long-term orientation is connected to these key values: persistence, 
ordering relationships by status, thrift, and having a sense of shame. 
Short-term key values are: personal steadiness and stability, protecting 
your “face”, respect for tradition, and reciprocation of greetings, favours, 
and gifts. 
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Table 6: Key differences between short-term and long-term orientation 
societies (After Hofstede, 1997) 
 
Short-term orientation Long-term orientation 

Respect for traditions Adaptation of traditions to modern 
context 

Small savings quote, little money 
for investment 

Funds available for investment 

Quick results expected Perseverance towards slow results 
Concern with “face” Willingness to subordinate oneself 

for a purpose 
 

The top five positions in long-term orientation are taken by East Asian 
countries: China, Hong Kong, Taiwan, Japan, and S. Korea. Sweden 
scored 33, rank 12, compared to 118 for China, rank 1. Countries like 
USA, Great Britain, and Canada, were ranked lower the Sweden. Finland 
was not among the nations in the survey, so we cannot make any 
comparisons between Sweden and Finland regarding this dimension. 
Nevertheless, since long-term orientation is correlated to economic 
growth (Hofstede, 1997, p. 167), and some of the key values of long-term 
oriented societies are regarded valuable for entrepreneurs (ibid, p. 168), 
we will discuss the possible differences between Finland and Sweden in 
long-term orientation with data from other sources. 
 

3.2.3 Organizational culture 
 
Hofstede (1997) defines organizational culture as “the collective 
programming of the mind which distinguishes the members of one 
organization from another”. A corporate culture is holistic, reflecting the 
history of the company, related to rituals and symbols, socially 
constructed, soft, and difficult to change.  
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Alvesson (2000) is critical to the diffuse definitions of “organizational 
culture”, many of which in his view are not scientific enough. The broad 
and diffuse concept of “corporate culture” is often used for all and 
everything, enclosing all “soft” features of corporate life.  Corporate 
culture can be defined as the values and norms of the senior management, 
the founders or the owners. If the management tries to systematically 
communicate these values etc to the employees, the corporate culture can 
be said to be one of the management tools, used for imposing the chosen 
strategies (Ray, 1986, in Alvesson, 2000). This can be a confirmation of 
the view of Hofstede (1997), see next page. Alvesson is of the opinion 
that corporate culture as management tool must be very complex and hard 
to manoeuvre. 
 
Alvesson (2000, p. 30) discusses the Smircich (1983) view, or question: 
is corporate culture something a company has, or is? The first view sees 
culture as a variable, like organization structure, power relations, 
technology, etc. From the latter perspective, culture is seen as a metaphor.   
 

Differences between organisational and national cultures 
 
Organizational cultures are different from national cultures in many 
respects.  Members of an organisation, e g a company, are there by their 
own choice (to a certain degree anyway), they are only involved in the 
company during the working hours, and will probably leave the 
organization one day (Hofstede, 1997). “Research results about national 
cultures and their dimensions proved to be only partly useful for the 
understanding of organizational cultures.” – Hofstede, 1997, p. 18 
 
At the organizational level, the cultural differences reside mostly in 
practices (symbols, heroes, and rituals), less in values (cf. the “onion 
diagram” in figure 5, above). This could be explained by the socialization 
process differences; the value system is established in the early years of 
life, while the practices are learned at the workplace, in adult years. This 
leads us to right into the middle of a scientific row: popular management 
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literature says “the shared values represent the core of the corporate 
culture” – but Hofstede claims that his research shows that the core of an 
organization’s culture is “the shared perceptions of daily practices”. 
According to Hofstede, the founders’ or leaders’ (the corporate heroes) 
values become the members’ practices. The members, who come in late 
in to the organization, compared to the founders, simply cannot change 
their values, which are learned in the early years of life. To learn about 
the true culture of a company you have to study the practices of the bulk 
of the members (Hofstede, 1997, p.182-183). The values are not the 
culture, the practices are.  
 
For a study on a corporate merger, this could mean several things, and the 
implications could be totally on crash course with each other:  if it is true 
that the values of people (the employees of a company) are so hard to 
change, and the values are the core of the corporate culture, it would be 
almost impossible to change the corporate culture. On the other hand, if 
the practices are the core of the culture, they should not be impossible to 
change – practices are things that people acquire through learning, even 
in adult age. As a consequence of this, the strategic changes through 
corporate culture change actions should be possible, e g in post-merger 
integration work. Of course, the perspective of the researcher, and the 
definition of “corporate culture” is essential in this context. We have to 
discuss the definition some more, and take a standing point: are the core 
values of owners and leaders the corporate culture, or are the practices of 
the majority of the employees the corporate culture? 
 

3.2.4 Swedish and Finnish cultures compared 
 

National culture, organizational culture, and management styles 
 

Lindell and Arvonen (in Jönsson, 1996) have investigated if there is such 
a thing as a Nordic management style. Three management dimensions are 
described by Lindell and Arvonen: Consideration or Employee-
orientation is the degree to which a manager acts in a friendly and 



Internationalisation through Merger 
The Stategy of TietoEnator 

____________________________________ 
 

Linköping University 2004 
Rishi Randeniya and Jukka Roivas 

30

supportive manner, shows concern, and looks after their welfare. 
Initiating structure (Task-orientation) is the degree to which a manager 
defines his or hers own role and the roles of subordinates (towards 
attainment of the group’s formal goals). The third is called Development-
orientation, where decisions are made in a series as knowledge increases, 
and incremental, goal-oriented, and interactive learning processes are the 
main management tool.   
 
Lindell and Arvonen combine the findings of Hofstede (the four original 
culture dimensions) with the three management styles: 
 
Table 7: Culture dimensions and Management styles combined (Lindell 
and Arvonen, 1996)  
    
High power distance Task-orientation 
Low power distance Employee-orientation  

Development-orientation 
High individuality Development-orientation 
Low individuality Task-orientation  

Employee-orientation 
High masculinity Task-orientation 
High femininity Employee-orientation 
High uncertainty avoidance Task-orientation 
Low uncertainty avoidance Development-orientation 
 
An example: Nordic managers are among the lowest on Power distance, 
thus giving on hand that the Nordic management style is Employee-
oriented, and Development-oriented. 
 
Lindell and Arvonen state that the Nordic area is not as homogenous in 
management as one might expect from the close historical links between 
the countries (in Jönsson, 1996, p. 22). 
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If we extract Finland and Sweden from the results (see table 1), we find 
that: 

- Finland and Sweden both are low on Power distance. Swedish 
and Finnish management styles are Employee-oriented, and 
Development-oriented. 

- Finland is higher than Finland on Uncertainty avoidance. 
Sweden should be more Development-oriented, Finland more 
Task-oriented. 

- Both Finland and Sweden are Individualistic, with a higher rank 
for Sweden (10 compared to Finland’s 17).  This indicates a 
small difference towards more task-oriented or employee-
oriented management style in Finland, and towards 
Development-orientation in Sweden. 

- Both countries are low on Masculinity, with a somewhat higher 
score for Finland (Sweden 5, Finland 26). This can be 
interpreted so that Swedish is highly Employee-oriented, and 
Finland more Task-oriented (than Sweden) in their management 
style. 

- Long-term orientation dimension is not included in Lindell and 
Arvonens study. 

 
Lindell and Arvonen conclude that for task-oriented management 
behaviour, the country background (of the manager) is the most 
significant factor of influence. For Employee-oriented and Development-
oriented management styles, the country background was not significant 
(in Jönsson, 1996). From this we make the conclusion that country 
background is more important in Finland than in Sweden, since Finland is 
more Task-oriented than Sweden. 
 
Zander (1997) has studied employees’ preferences for interpersonal 
leadership (IPL) in different countries, and the effect of national culture 
on the employees’ preferences. Her interpersonal leadership study 
focused on the relationship between the manager and the employee. The 
elements of IPL Zander constructed in her study were Empowering, 
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Coaching, Directing, and Communicating. The intensity of the 
relationship between manager and employees was also assessed (Zander, 
1997:235). 
 
The Nordic countries (Sweden, Denmark, Norway, and Finland) have a 
focus on coaching, with a low intensity IPL. Employees in Scandinavia 
(Sweden, Denmark, and Norway) prefer high degrees of empowering. 
This type of preference is called “empowering coaching”. The 
Scandinavian countries have the lowest preference for supervision in 
Zander’s study. Scandinavian employees prefer frequent communication 
about general as well as personal matters with their managers, and have 
preferences below average for review and being made proud of their 
work.  
 
Finnish employees have low preferences for supervision and 
empowering. In Finland, employees have a limited interest in general 
communication with their managers, but they like to communicate 
frequently about personal matters. Managers in Finland should encourage 
co-operation and teamwork.  This type of preference cluster is labelled 
“silent coaching” (Zander, 1997:289, 307).  
 
Vaara (2000) has studied 8 mergers between Finnish and Swedish 
companies, applying a sensemaking perspective on the culture 
development in combined organizations. We will not discuss the 
sensemaking processes described by Vaara, but we use his paper to point 
out some of the cultural aspects in the combined Swedish-Finnish 
management context. 
 
Vaara states that Hofstede, Trompenaar, and other established cultural 
scientists share a view on the Nordic countries as an area of cultural 
closeness, but that recent research (by Finnish and Swedish researchers 
like Laine-Sveby, Lilius, Suutari, Ekwall and Karlsson)  shows that there 
are significant cultural differences between Finland and Sweden. The 
differences he points out are the Swedish tendency to discussions, and 
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that Finns are faster in decision-making. The more stereotypical features 
he mentions are that Finns describe Swedes as softer, more democratic, 
and less effective decision makers. Swedes describe Finns as more 
aggressive, less democratic and more straightforward.  
 
Vaara also illustrates the “paradox of cultural proximity”: the Finnish-
Swedish managers did not expect to find cultural differences between the 
combined organizations. They found that it was the subtle, unrecognized 
differences that created problems. Vaara states that sometimes cultural 
differences between close cultures are more problematic than those 
between distant cultures. He also point on the historical inferiority-
superiority relation between the two countries: Finns may suffer from an 
inferiority complex (“little brother”) against Swedes, while Swedes see 
themselves as the “big brother”, diminishing the value of Finnish beliefs 
and practices (Vaara, 2002). 
 
Nordic managers delegate decisions to subordinates more often than in 
many other nations (Ylinenpää and Lindgren, 1998, Hampden-Turner and 
Trompenaars, 1993, in Smith et al, 2003).   
 
Swedish management style is characterised by team-building and 
establishing decisions firmly in the own organisation (Ylinenpää and 
Lindgren, 1998). It is based on “social individualism” (Hampden-Turner 
and Trompenaars, 1993, in Smith et al, 2003). Swedish firms are tied up 
by ”MBL”- negotiations and other forms of anchoring processes (the 
MBL law in Sweden means that in principle every change at a workplace 
has to be negotiated on with the trade unions). Finnish management style 
is, compared to Sweden, more oriented towards alert decision-making. 
“These differences are considered to imply that Finnish corporations can 
act more resolute and quickly when market conditions change.” 
(Ylinenpää and Lindgren, 1998). Smith et al (2003) state that there are 
more differences in management styles between the Nordic countries, and 
point out some areas that might cause problems in intra-Nordic 
cooperation. The area where Finns and Swedes might expect problems is 
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called “Autonomy versus formalisation”. When making decisions, 
Finnish managers rely more on their own experience and unwritten rules, 
while Swedish managers rely more on formal rules and procedures (Smith 
et al, 2003). 
 
 “Another argument (for differences in business development between 
Finland and Sweden, authors’ note), also based more on national than on 
regional characteristics, builds on the fact that Sweden used to be a 
‘blissful island’ of wealth and social welfare, while Finland has had to 
struggle to develop its economy from a less favourable position. The 
implication of this argument is that if you already live ‘in the best of 
worlds’, your motivation to improve your position is lower than if you 
compete in international competition from an under-dog position” 
(Ylinenpää and Lindgren, 1998). 
 
A jocular and popular (Swedish) description of the Finnish management 
style is “Management by perkele”, that is management by cursing and 
swearing (“De viktigaste svenska IT-företagen”, Computer Sweden, Nr 1-
2, 2004, p.15). It implies that Finland and Sweden, despite geographical 
closeness and hundreds of years of common political, educational and 
economical history (dominated by Sweden), are culturally different. As 
Lehtonen (2000) puts it, the trap is in the assumed similarity of the 
parties. If your foreign business contact comes from a distant country, 
wears a different dress, maybe has a different skin pigmentation, you 
assume that there are cultural differences. But when you expect that your 
guest shares your values and interpret messages the way you do, the risk 
for a cultural clash is impending (Lehtonen, 2000). 
 

Cultural stereotypes 
 
Cultural stereotypes are characteristics that emerge when people assume 
that all members of a culture are alike. Stereotypes are generalizations, or 
“best guesses”, that can be useful, but also misleading or even harmful 
(Lehtonen, 2000). 
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We will describe some of the most common cultural (national and 
organizational) stereotypes about Finland and Sweden. Some of the 
characteristics are considered as scientific facts. The opinions are 
collected from previous research and articles, and can of course be 
perceived as both prejudiced and unscientific – but they are nevertheless 
useful for our purpose: to supply a background to the perceived, 
presumed or expected cultural differences between Tieto and Enator. 
 

Swedish national culture 
 

“Sweden is a predominantly middle class country with one of the most 
far-reaching social security systems in the world. Patriotism is important 
to Swedes, who are very proud of their nation, towns and regions.” 
(www.windowontheworldinc.com) 
 
The Swedish are said to be hard working, tolerant, egalitarian and 
punctual. Other qualities of the Swedish are trust to authorities and 
obedience to the written and unwritten rules. Swedes believe in careful 
planning, organization, and structure.  
 
One very common expression of the Swedish national character is the 
“lagom” principle. “Lagom” means “in moderation” and is used in all 
kinds of contexts: one should not overdo anything, but behave “just 
right”. One should resolve conflicts peacefully and be fair; one should 
strive for consensus in decision-making and compromise in negotiations. 
Argument, loud voices and showing “too much” emotions in public are 
not common. (Ryan, 2002) 
 
The Swedish language is important in creating and preserving Sweden’s 
national identity, despite the fact that Swedish children learn English 
from an early age, and the Swedish popular culture (TV, music, literature) 
is highly influenced by English speaking countries. This works both 
ways: Swedish popular music is an important export item, since many 
Swedish artists are highly appreciated over the world. Swedes are well 
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educated and have a lot of knowledge of other countries and an interest in 
international relations (ibid). 
 

Finnish national culture 
 

“Loyalty, reliability, self-sufficiency and independence are highly valued. 
Finns are proud of their heritage and current society (they are leaders in 
peace conferences and international peace initiatives). They enjoy nature 
and proudly protect their environment, which is one of the cleanest in the 
world. Finns value their privacy and appreciate others respecting it.” 
(www.windowontheworldinc.com) 
 
Finnish people are described as less egalitarian and slightly less 
individualistic than their Nordic neighbours. It is often emphasized that 
Finns are less proactive, more reserved and keener on silence (Smith et al, 
2003). The Finns are considered silent, serious, introvert and 
ethnocentric, intelligent and industrious. Isolationistic, but belonging to 
the Scandinavian management and organizational style sphere. Finnish 
culture is not at the extreme of openness, working site democracy, or 
participative management – it’s somewhere between the German and 
Scandinavian corporate culture clusters (Lehtonen, 2000). The Finnish 
way is the middle way. For a Swede, the Finnish decision-making is too 
autocratic, but for a Frenchman, it might bee too democratic. Cultural 
characteristics are always relative (ibid). 
 
Finland has given up one of the most powerful national symbols: the 
Finnish Mark has been substituted by Euro. This could imply that the 
international development has reached an important psychological 
threshold in Finland, and that Finnish people and companies are more 
open to the international markets and the ways of the world than before 
(Lehtonen, 2000). 
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3.3 Strategy 
 
Strategy is agreed-upon course of action and direction that helps manage 
the relationship between an organization and its environment 
(www.stamats.com). Investorwords.com simply defines strategy as 
“Long-term action plan for achieving a goal” (www.investorwords.com).  
 
“Strategies are used to achieve something. Making strategy is not an end 
in itself, but a means for reaching particular objectives. Organisations 
exist to fulfil a purpose” (de Wit and Meyer, 1998:12).  
 
Business Strategies can be classified in 3 main categories, according to 
Porter (in Smith et al, 1991):  

1. Cost leadership strategy  
2. Differentiation strategy  
3. Focus strategy 
 

3.3.1 Cost leadership strategy 
 
The strategy of cost leadership “emphasizes producing a highly 
standardized product, becoming the lowest-cost producer in the industry, 
and underpricing the competition” (Smith et al, 1991). Cost leadership 
requires a strong focus on the supply side as opposed to the demand side 
of the market. The firm is often competitor oriented rather than customer-
oriented. Sources of a firm’s cost advantage can be economies of scale, 
competitive technology, easy access to raw materials, product 
configuration, service level, etc (Smith et al, 1991). Cost leaders are 
unlikely to engage in developing and launching new products, as cost 
leadership positions are mostly achieved by refining existing products or 
models (ibid). Cost leadership can be efficient in defending the firm’s 
market position because other companies with higher costs cannot lower 
their prices unless they invest in cost reductions (which itself can be 
costly). However, there is still a need for differentiation because 
customers compare the products with the products from the competitors.  
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3.3.2 Differentiation strategy 
 
The generic strategy of differentiation means creating a sustainable 
market position that is unique in the industry (Smith et al, 1991). The 
unique position makes it possible to charge higher prices than the 
competitors, which is probably necessary because of the differentiation 
costs. Differentiation can be based on design or brand image, technology, 
features, customer services, distribution, etc. The effectiveness of a 
differentiation strategy depends on how well the firm can balance product 
benefits and product costs for the customer, relative to competitive 
offerings. Hence, the cost aspect cannot be ignored (compare cost 
strategy). The pricing model must cover the differentiation cost as well as 
all other costs involved. Differentiation strategy requires a thorough 
understanding of both customer needs and the positioning of competing 
firms, thus influencing the firm to move towards greater customer 
orientation and competitor knowledge (ibid).  
 

3.3.3 Focus strategy 
 
The generic strategy of focus means serving a narrowly defined segment 
(niche) of the market more effectively or efficiently than the competitors 
(Smith et al, 1991). Focus strategy has two variants: cost focus strategy, 
where the firm exploits its cost advantage within the chosen segment. The 
cost difference comes from segment specific differences in production or 
delivery systems. Differentiation focus strategy is based on special 
customer needs in the market segment. Focus strategy can thus be seen as 
a specification of cost and differentiation strategies, respectively. A firm 
needs a competitive advantage of either cost or differentiation within the 
niche in order to be able to exploit the chosen narrow market segment. 
Focus strategy requires a thorough understanding of customers in the 
niche, leading the firm to enhance its customer-orientation, rather than 
competition-orientation (ibid). 
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3.3.4 Sustainable strategy 
 
Porter (1996) summarizes the prerequisites of a sustainable competitive 
advantage in his article “What is Strategy?”. The company should try to 
reach a unique competitive position by tailoring its activities to fit the 
strategy, choosing the right activities and discarding others (trade-offs), 
and combining the activities in the most advantageous way (strategic fit). 
If the activity system is well composed, it gives a sustainable competitive 
advantage. Long-term-view on strategy is also important – “strategic 
positions should have a horizon of a decade or more” (Porter, 1996). He 
also issues a warning for the Growth Trap: the desire to grow leads the 
managers to the temptation of crossing the limits of the strategy position, 
trying to broaden the position by new products or features or imitating 
competitor’s behaviour. Instead, to avoid the Growth Trap, the company 
should “stick to its knitting” and deepen the strategy position by 
developing the existing activity system, by strengthening the strategic fit, 
and communicating the strategy better. Accessing new international 
markets can be one way of growing in consistency with the focused 
strategy (Porter, 1996).  
 

3.3.5 Strategy formation 
 
Mintzberg and Waters (in de Wit and Meyer, 1998) describe a model of 
strategy formation, where the different forms of strategy are intended 
strategy, deliberate strategy, and emergent strategy. Intended strategies 
are the patterns of decisions that the company has planned, while realized 
strategies are the accomplished plans. When realized strategies were fully 
intended, Mintzberg and Waters speak of deliberate strategy. If realized 
strategies come up despite of, or in the absence of, intentions, Mintzberg 
and Waters call it emergent strategy (ibid).  
 
In the study of strategy on the nature of the strategy process, Mintzberg 
and Waters make a distinction between intended and realised strategies, 
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which provides a key insight into the strategy process.  This is illustrated 
in figure 6. 

 
Fig. 6 Forms of Strategy (after Mintzberg and Waters, in de Wit and 

Meyer, 1998) 

 
The intended strategy describes the vision of a company. This can also be 
called as planned strategy. The start of this is the intended strategy. An 
intended strategy is realised as an outcome of a deliberate process.  
 
However, many intended strategies will not be realised in practice. These 
are the unrealised strategies. In many cases, a successfully realised 
strategy is not the outcome of original intentions. Sometimes events will 
occur and strategy will change.  This can be described as an emergent 
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strategy. Furthermore the impact of political or cultural issues will lead to 
create the need for emergent strategy (Mintzberg and Waters, in de Wit 
and Meyer, 1998). 
 

3.4 Internationalisation 
 
The internationalisation process is defined by Dombos and Ekman as 
“…a process, in which the enterprise goes through phases of development 
that successively leads to increased market knowledge and knowledge of 
different establishment possibilities” (in Yman, 2000). 
 
Nowadays, organisations are forced to broaden their sales through 
expansion to international markets more than before. This is due to the 
increasing competition on home markets by both domestic and foreign 
companies. The liberalisation of world trade and the globalisation process 
are some factors that influence the internationalisation process (Melin, 
1992). Growth is an important objective for many firms, and international 
growth is a necessity in many industries when the domestic markets are 
saturated or when the local competition becomes too fierce. The forces 
are pressuring the firms as well as facilitating the internationational 
development. Standardised products and marketing practices, 
internationally experienced staff, the development of the Internet and 
other means of cross-border information systems are other facilitating 
factors in the internationalisation process (ibid). 
 
There are many different ways to international expansion. Yman (2000) 
lists establishment of foreign subsidiaries, joint ventures, license 
agreements, exhibitions and other events as examples of the   
internationalisation process. The TietoEnator merger process can be seen 
as entering into new markets through internationalisation. 
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3.4.1 Internationalisation as a strategy process. 
 
Melin (1992) describes internationalisation as related to all important 
aspects of the strategy process: scope, business idea, action orientation, 
management, organization, values and other norm systems. The strategic 
change of perspective and position is highly influenced by a firm’s 
internationalisation activities, and the internationalisation strategies are a 
significant part of a company’s overall strategy.  
 
The most significant models of the internationalisation process are 
according to Melin (1992) the product life cycle (PLC) model by Vernon, 
and the Uppsala model by Johanson and Vahlne. We have chosen to 
relate the TietoEnator internationalisation strategy to the Uppsala model, 
rather than the product oriented PLC model because the character of the 
IT service industry. The IT service industry certainly has its product life 
cycles, but the main strategic principles of TietoEnator (long term 
customer relations and vertical focus on key industries) cause us to move 
our focus from the life cycles of the specific products. The Uppsala model 
is described in the following sections. 
 
In the model of Johanson and Vahlne (the Uppsala model) the 
internationalisation of the firm is seen as a gradual process where the 
state aspects and change aspects interact (Johanson and Vahlne, 1990). 
The state aspects are market knowledge and current commitments, the 
change aspects are commitment decisions and current activities. See 
figure 7. 
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State aspects                  Change aspects 
 

Fig. 7 The Uppsala model of the internationalisation process of the firm 
(Johanson and Vahlne 1990) 

 

The market knowledge is the basis for commitment decisions, which lead 
to changes in current activities. These activities increase, through 
experience, market commitment and knowledge. Market knowledge is the 
driving force in the internationalisation process, and also the primary way 
of reducing uncertainty. Johanson and Vahlne (1990) claim that market 
commitment is mainly made in small steps. There are three exceptions 
from the small steps rule: big firms with large resources can make large 
commitments without risking their financial status; when market 
conditions are stable, market knowledge can be gained from other sources 
than experience; and if a firm has extensive experience from markets with 
similar conditions, generalisations can be made. The model also explains 
a pattern of establishment chain stages (no regular activities on the 
foreign market, then independent representatives, then sales subsidiaries, 
and in the end, local manufacturing). The second pattern explained by the 
process model is that firms enter new markets with successively greater 
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psychic distance. This means that internationalisation starts with the 
markets that the firm can easily understand (ibid). 

 
Critics of the Johanson and Vahlne model claim that it is too 
deterministic: firms have more options than those in the establishment 
chain when entering a market (Johanson and Vahlne, 1990). Other critics 
say that the process model only applies in the early stages of 
internationalisation. With more experience and market knowledge, the 
firms can act on all markets in an equal way (the foreign markets are no 
longer foreign). Globalisation and homogenous markets also decrease the 
psychic distance between countries, and make internationalisation less 
risky (ibid).  

 
The Uppsala model has been augmented by Johanson and Vahlne by the 
implementation of the industrial networks aspect to the original model. 
The enhanced model is not only intra-organisational, but also inter-
organisational: market knowledge and commitment is based on the 
industrial network, which can be extended across country borders, thus 
increasing the single firm’s knowledge and decreasing the uncertainty 
when making commitment decisions (Johanson and Vahlne, 1990). One 
important motive for internationalisation by merger can in the line of this 
thinking be gaining access to each other’s local or international networks. 
 

3.5 Lewin’s change theory 
 
Kurt Lewin was one of the gurus of social and organisational psychology.  
In 1940’s Lewin came up with his three-Stage model of organisational 
change. The method is about the current situation versus implementing 
the change. It contains the phases of Unfreezing, Transition and 
Refreezing. Lewin used the melting and remoulding of an ice cube as a 
metaphor for the change process (Kent, 1989). 
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Fig. 8 Lewin’s change theory (authors’ compilation) 

 
Unfreezing: getting ready for change minimizing resistance. An 
organisation should first get to know, what they need to be changed. 
Briefly, it’s conducting a SWOT analysis to find out where the pain and 
the possibilities for change are – and making the personnel aware of the 
need to change. This is necessary to make the employees receptive to 
learning and change (Kent, 1989). In the ice cube analogy, it is the 
melting of ice to water. 
 
Transition: Making the change - individuals and groups; tasks; structure; 
technology. Attempt to create a new infrastructure and imply new 
systems. In the terms of the ice cube analogy, it is building the mould for 
the new ice cube. 
 
Refreezing: Stabilizing the change - reinforcing outcomes, evaluating 
results, making constructive modifications. The organisation will act and 
operate in a new system only if the standard operating procedures of the 
organization, and the organisation itself, are permanently changed (Kent, 
1989). This of course is the new shape of the ice cube according to the ice 
cube analogy. 
 
The simple three-stage model can be easily adapted to the organisational 
merger process.  
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Fig. 9 Lewin’s change theory applied on merger processes (authors’ 

compilation) 
  
The initial stage unfreezing equals the pre-merger process. This is most 
about strategic thinking and planning. The strategic change is the 
transition period; every thing should go through a dramatic change. Post 
merger process is equal to refreezing. All the changed elements of the 
process should be highly absorbed to the system.   
 
The change is a part of the culture. The culture is the conventional 
behaviour of a society that encompasses beliefs, customs, knowledge, and 
practices. It influences human behaviour, even though it seldom enters 
into their conscious thought. People depend on culture as it gives them 
stability, security, understanding, and the ability to respond to a given 
situation.  
 
Sometimes culture will let people fear change, especially when an 
organization is about to amalgamate with a foreign organization in a 
different country with a different way of doing things.  They fear the 
system will become unstable, their security will be lost, they will not 
understand the new process, and they will not know how to respond to the 
new situations. The critical issue is when the change gets into post merger 
process: will the new practices be better than the old?  
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4 The TietoEnator Case 
 
This chapter describes the TietoEnator Corporation and the history of the 
formation of the company in 1999 when the merger between Tieto and 
Enator took place. Results from interviews as well as from secondary 
sources are used to give the reader a comprehensive view of the merger 
and the development of the new corporation. However, the focus is on the 
theoretical areas discussed in chapter 3: organizational culture, strategy 
development, and the internationalisation development. 
 

4.1 Introduction to TietoEnator 
 
TietoEnator Corporation was formed by the combination of Tieto 
Corporation in Finland and Enator AB (publ) in Sweden on July 7, 1999 
(www.tietoenator.com). Today TietoEnator is a leading supplier of high-
value-added IT services in Europe (www.telecom.lt). The group 
specialises in consulting, developing and hosting its customers' business 
operations in the digital economy. TietoEnator concentrates on vertical 
markets that represent the strongest Nordic industries and deepest 
accumulated, healthcare, energy and the forest industry - TietoEnator 
provides a unique combination of vertical solutions and partnership 
expertise of TietoEnator. In these sectors - banking and finance, telecom, 
public services they are based on a combination of deep industry 
expertise and the latest information technology. 
 
TietoEnator has close to 13,000 employees operating in over 20 countries 
including the USA and China in addition to Europe. The Group's annual 
net sales are about 1.3 billion Euros (www.tietoenator.com). 
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4.2 History 
 
Throughout the history Tieto and Enator both have gone through a 
number of mergers, acquisition, takeover and divestments. 

 
4.2.1 History of Tieto 

 
The company started its business operations in Espoo, Finland in 1968 
under the name Tietotehdas Oy. During 1990s the company experienced 
rapid growth through a number of acquisitions, mergers and strategic 
alliances. Tietotehdas acquired Carelcomp Oy from Enso-Gutzeit in 1993 
to enhance the forest expertise.  In 1995, Tietotehdas and the state-owned 
VTKK Group joined forces and created a strong concentration of 
expertise specialising in information technology processing, professional 
and software services. The company's name was changed from 
Tietotehdas to TT Tieto in 1995 and Tieto in 1998. 
(www.tietoenator.com). Major acquisitions are listed in appendix 3.  
 
International acquisitions of Tieto before Enator were Datema of Sweden 
in 1987, AXO Systems, Norway, 1997, Huld & Lillevik, Norway, 1998, 
Konst SIA, Latvia, 1999, and Entra Data, Sweden in 1999 
(www.tietoenator.com). 
 
According to Vaara (2000), the Datema acquisition in 1987 “bears the 
stigma of ultimate failure” and is referred as “a case of what not to do” in 
Finnish and Swedish press. The motivation for this acquisition was 
Tieto’s desire to internationalise their business. An internal crisis and 
heavy rationalizations in Datema followed the acquisition (Vaara, 2000). 
 

4.2.2 History of Enator 
 
The original Enator AB was established 1977. Their business idea was to 
combine computing expertise with management expertise. 1980, Enator 
had more than 100 employees; in 1987, they had grown to more than 500 



Internationalisation through Merger 
The Stategy of TietoEnator 

____________________________________ 
 

Linköping University 2004 
Rishi Randeniya and Jukka Roivas 

49

employees. 150 of these worked for subsidiaries abroad. The export share 
was substantial (50 % of net income in 1986) (Alvesson, 2000). 
 
Enator was part of the Pronator group in the end of the eighties. Pronator 
was owned by the original founders of Enator. Enator and Knight, a 
technical consultant company within the Pronator group, were merged in 
the late eighties. The founders sold their share in Enator in 1990, when 
Enator and the IT consultant company Modulföretagen merged. The 
integration process with Modulföretagen was problematic. According to 
Alvesson (2000), the main reason was the employees’ old loyalties to 
former managers in the different companies.  The recession in the 
beginning of nineties causes severe losses for Enator. 30 percent of the 
work force was laid off at this time. Enator was acquired by the Swedish 
defence industry company Celsius AB in 1994. 
 
The Enator Group was created in 1995 when Celsius AB merged its IT-
related operations, which had been acquired during the years 1991-1994: 
Telub, Enator, and Dialog. During the autumn of 1994 the three 
subgroups were co-ordinated within Celsius Information System. Adedata 
was acquired at the beginning of 1996 and in March 1996 the name of the 
parent company was changed to Enator. 
 
It was this group of 50 companies, formed from numerous fusions and 
acquisitions throughout the years that joined forces with the Tieto 
Corporation, likewise a product of many fusions and acquisitions 
(www.tietoenator.com). The major acquisitions and divestments are 
listed in appendix 3. 
 

4.3 The merger process 
 
The findings presented in section 4.3 are extracted from our interviews, 
except where other source is mentioned. The interviews were made in 
November and December 2003, and January 2004.  
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On March 3, the Tieto Corporation and Enator AB made a press release 
that they have decided to enter into a memorandum of understanding 
which sets out the general principles under which the two companies will 
proceed with the preparations for the proposed merger of equals. 

 
“The merger will be conducted through a public offer by Tieto to the 
shareholders of Enator to exchange each share in Enator for 0.725 
shares in Tieto, such offer being conditional upon, i.e. the offer 
being accepted by shareholders holding more than 90 % of the 
shares in Enator, the granting of all necessary approvals, including 
approval by an EGM of Tieto to be held during May 1999 and 
approval from competent competition authorities. The Tietoenator 
shares will be listed in Stockholm and Helsinki. Following the 
exchange offer, Enator’s current shareholders will own 31.7 percent 
of the share capital of Tietoenator, assuming full acceptance of the 
exchange offer and before dilution. An offer will also be extended to 
the holders of Enator’s warrants 1998-2003. Tietoenator’s policy 
will be to maintain share-related incentive programs covering all 
employees of the new group. 
  
The signing of the final combination agreement is planned to take 
place by the end of March, 1999. The combination is subject to 
completion of a due diligence review of financial, accounting and 
legal issues relating to the merger and the respective companies to 
the satisfaction of the Board of Directors of both Tieto and Enator. 
Following the signing of the combination agreement the 
shareholders of Tieto and Enator will be provided with further 
detailed information. Tieto will proceed to launch the exchange 
offer, which is anticipated to commence in May 1999.” (Merger 
Offer, 1999) 
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4.3.1 Motives 
 
From the TietoEnator merger offer (1999), stronger market position, 
potential for growth in domestic and international markets, economies of 
scale, and shared investments can be extracted as motives to the merger. 
 
According to Ketonen and Wallden (2002), the three main motives 
(ranked) to TE merger were internationalisation (1), knowledge transfer 
(2) and cost reductions (3). Ketonen and Wallden also mention the cross-
sales possibility: the companies gain access to each other’s home markets 
and products. From the environment perspective in Porter’s five forces 
model the merger has been caused by pressure from the market.  
 
According to Riedel and Sosa (2003), the synergy effects were not the 
main reason for the merger. The main objectives were growth, and taking 
advantage of the competence within certain branches. 
 
Between the two companies, there was a common strategy, a shared view 
on the industry and the market development. This made the parties 
mutually attractive (interviews, 2003). Tieto had been more successful in 
carrying out the industry focus strategy.  From a historical perspective, 
there were clear trends in Enator’s strategy of industry focus: Telub – 
defence, Kommundata/Dialog – public sector, Enator – banking and 
finance, telecom, trade and retail. 
 
Other motives from our interview findings: economies of scale, 
economies of scope (gaining access to each other’s markets), and similar 
views on the (vertical) industry focus strategy.  
 
Tieto had experienced difficulties reaching out on international markets 
and saw the possibility of help from the Swedish company in this matter.  
 
The Enator organization by the time of the merger was focused on 
(vertical) industry “divisions” (defence, telecommunications, and the 
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public sector), with two (horizontal) generic delivery organizations 
(software, and process and network).  
 

Motives to the merger, in summary: 
 

- Need for growth – customers want bigger suppliers 
- International growth – gaining access to new markets outside 
Sweden and Finland 
- Economies of scale: cost reductions, shared investments 
- Economies of scope: access to each other’s markets 
- Take advantage of each other’s competences  
- Common or similar strategies before the merger: both Tieto and 
Enator had a strategy of focusing on selected industries.  

 
In section 4.4, Development after the merger, we will follow up the 
fulfilment of the motives.  
 

4.3.2 Pre-merger process 
 
The first propositions/talks between the top managers were started late in 
1998. From this point, the pre-merger process was very quick. The 
merger was well planned, and communicated promptly both externally 
and internally (interview material, 2003). 
 
The merger was formed as an offer from Tieto to Enator’s shareholders to 
exchange their shares in Enator to Tieto shares (Merger Offer, 1999). The 
technical solution of Tieto acquiring Enator was chosen because the 
Finnish accounting principles made it advantageous to the shareholders 
for Tieto to acquire the Enator shares instead of Enator buying Tieto.  
 
The first thing that happened after the press release was the all Nordic 
Business Area and Business Unit managers were summoned to a meeting 
at Arlanda, where the two top managers, Matti Lehti and Åke Plyhm, 
informed very frankly about the merger. A lot of preparations had been 
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done before that meeting: external consultants were involved from the 
very beginning, for example in education of the employees in cultural 
differences; answers to many questions had been prepared, etc. In this 
matter, the opinions of our interview persons differ from each other: two 
of five interviewees state that there was a lack of focus on the cultural 
differences and the generic culture development process after the merger. 
There were so many other issues on the agenda – cultural issues were not 
high on the priority list. However, our interviewees had an impression of 
a well-structured and premeditated implementation process plan.  
 
From the Swedish (Business Area and Business Unit management) 
perspective, Tieto was perceived as the driving force behind the merger. 
The Finnish management was considered as more professional and 
efficient. Tieto’s good track record and financial power gave them an 
advantage in the negotiations. Enator managers were concerned about 
Enator’s strategy, performance and diminishing home market shares, and 
saw Tieto as a suitable partner: well-renounced, strong, efficient and 
internationally oriented (interview material, 2003).  

 
4.3.3 Implementation 

 
The managers were able to inform their employees from the very 
beginning. Critical factors for implementation and integrations success 
were according to interview material the thorough and professional 
implementation planning, the both top managements’ common view on 
strategy, culture and employees, and the prompt and open communication 
policy. There were education and information projects and processes 
started in order to avoid cultural clashes. 
 
The name TietoEnator was chosen very deliberately, due to the explicit 
equality strategy. The intention was not to let any of the companies 
dominate the new image, thus keeping up the good name among 
customers and employees.  
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English was chosen as the corporate language. Considerable resources 
have been spent on language training for employees on all levels. The 
corporate currency is Euro. 
 
The employee satisfaction surveys after the merger show that most 
employees find the merger a success. People are positive to the 
development after the merger and very confident about the company’s 
future (interview material, 2003). 
 
One of the interviewees stated that there was a missing sense of urgency – 
after four years, the implementation of common systems, practices and 
tools is still ongoing or not started in some areas. There is a TE 
knowledge transfer tool to be used in acquisitions (insourcing processes) 
but it is not commonly used.  
 

4.3.4 Integration 
 
(Source: interview material, 2003) 
 
There was, and still is, a positive tension between speed and planning, the 
Finnish and the Swedish ways, creating an atmosphere of energy and 
commitment. 
 
Finnish corporate culture was said to be more hierarchical, people are 
supposed to show more respect to the authorities. Management decisions 
are not questioned (openly). Finnish companies are better in 
documentation, processes and reporting. In Sweden, everything is 
discussed, the employees present their opinions and objections at 
meetings, and decisions are made in consensus. Communication styles 
differ – Finns expect all decisions and management instructions in 
writing. In Sweden, informal discussions are considered as an important 
steering method among others. Our interviewees can only recall small 
cultural problems after the merger. E.g., the Finnish and Swedish meeting 
styles are totally different: the Finns stick to the agenda, make decisions, 
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keep the meeting times, and postpone matters that are not on the agenda 
or not possible to decide on. The Swedish discuss the matters, and other 
matters outside the agenda, in order to reach total consensus in all 
matters. The Finnish way is more efficient. The Finnish management 
style is more hierarchical, and the managers have higher status and 
authority in Finland. The Swedish management style is more team 
oriented. 
 
From one of our interview persons, we got the interesting opinion that the 
Finnish and Swedish business cultures – management styles – are closer 
to each other than Sweden and Denmark, or Sweden and Norway. The 
reasons for this seemingly controversial view could be the many years of 
common history between Finland and Sweden, the fact that many 
businessmen in Finland are from the Swedish speaking minority, the 
educational system with its Swedish heritage, and the fact that many 
Finnish business students study and practice in Sweden.  
 
Another interesting opinion is about the use of English as business 
language. A lot of business people in Finland are Swedish speaking – but 
there is a difference between the “native” Swedish speaking Finland-
Swedes and the native Finnish speaking Finns. The Finns prefer to speak 
English with Swedish business colleagues, despite the fact that many of 
them are well educated and practically fluent in Swedish. This could be 
their choice, in consensus with the Swedish business partners, for 
egalitarian reasons, and for improved quality (diminishing the risk for 
misunderstandings since the words and formulations must be agreed 
upon). One of the interviewees put forward that the risk for 
misunderstandings is lesser when the business language is English – 
despite the similarity of the Swedish, Norwegian and Danish languages, 
and said that the risk for misunderstanding is greater when 
“Scandinavian”, a mixed-up or compromise language, is spoken in 
business discussions between Swedes, Norwegians, and Danish. 
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There was a fear from the Swedish side that Finland would dominate the 
corporation. There still is some anxiety, people discuss when new 
projects are started or new managers are appointed. 
 
Management development programs on group, BA and BU levels (IMD, 
BETE) are an important integration and internationalisation tool at TE. At 
these programs, real life cases are studied in cross-border projects. The 
project outcome is expected to contribute to the business (not only 
through written reports). A few times every year there are cross-border 
BA and BU level meetings. Common projects between countries are a 
good way to integrate. 
 
Both sides have influenced the TE work-life behaviour (company 
culture), but since the management is dominated by Finns (80 % of the 
corporate and BA managers are from Finland), the Finnish business 
culture is more established. Furthermore, the important influence of Matti 
Lehti should be mentioned. He is a much respected businessman and a 
strong leader, acknowledged in the whole business community as one of 
the most influential IT profiles in Finland and, after the merger, in the 
Nordic countries.  
 
Culture and values in TE have been influenced from both Tieto and 
Enator. The HR policies have been more influenced by the Swedish side. 
Thorough planning processes are also more a Swedish feature. Stringency 
and strictness in management has been influenced from Finland, although 
this might be a personal virtue of Matti Lehti. Also the short and snappy 
strategic message – highlighting a few important issues – is influenced by 
the Tieto way. The strictly profitability based performance assessment of 
Business Units is also a Finnish item – good and bad performance is 
clearly and openly communicated, and the unprofitable operations are cut 
off. 
 
There are two headquarters. The CEO and the corporate legal and 
financial departments are located in Finland because the company is 
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legally Finnish. The Deputy CEO, HR Staff, Corporate Communications 
and group development are located in Sweden. 
 
As an example of Swedish influence on the best practices, we could 
mention the PPS model (the Enator Project Steering model) that has been 
established as the one and only project steering tool in the whole 
company. Tieto used several project models earlier, which caused some 
difficulties in continuity, co-operation, and knowledge transfer. 
 
An example of Finnish influence is the former Tieto knowledge-handling 
tool, which now is established all over TE. This was not forced on the 
Enator side; instead, the implementation was due to the good quality of, 
and the need for, the tool. 
 
If one single unifying management tool, or integration factor, is to be 
chosen, it would be the emphasis on a common strategy and the 
importance of sticking to that strategy. The strategy message is 
communicated repeatedly within the corporation in many ways: meetings, 
the intranet, screen savers, wallet cards, etc.  
 

 
Fig. 10 The TietoEnator Internal Screen Saver  
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At the BA Resource Management, the organization is product oriented, 
across the borders, rather than national. Not all support processes are 
converged yet. 
 
There are only a few truly cross-border organizations within TE. Some 
Business Areas are locally organized, because the Business Units are 
local (“All business is local”). Processing and Network (PN) is one of the 
Business Areas that started integrating from day one of the merger. After 
a year-and-a-half, the integration was considered complete. PN is a true 
cross-border organization where the processes and practices have been 
aligned for their global operation focus. This means that the best practices 
from the Finnish and Swedish operations have been evaluated and melted 
into the new business. Within the BA, there are so called Small Network 
Groups, where managers from different departments meet on a regular 
basis (regardless the national borders) in order to integrate the business 
cultures and best practices. There are also cross-border educations for 
managers, which are a good help in the integration process.  
 
Several interviewees point out the fact that the integration process is still 
ongoing, and she suggests that this is according to the strategy. E g the 
decision to integrate the internal business systems of Tieto and Enator 
was taken very recently, and the implementation is still to be done. On the 
HR side, Mr Friberg (Corporate HR Director) has declared that “we will 
wait for the demand”. This means that a common HR system will be 
implemented when the need arises.  
 
Still, almost five years after the merger, local customers, and some 
employees, often refer to TE as Tieto in Finland, and Enator in Sweden. 
The name was chosen to emphasize the equality of the parties, and to 
keep the good reputation of both companies. Today (2004), the reputation 
of TE as the leading Nordic IT service company is still very good, but the 
corporation is perceived as more dominated by the Finnish management. 
The power balance development seems natural since the Finnish market 
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has been strong, and the Swedish market, turnover, and profits have been 
shrinking. 
 

4.3.5 Business development 
 

Market development and behaviour 
 
The competition in IT services is fierce, and there is a hard pressure on 
costs and profits. The main global competitors are IBM, HP, and CSC, 
and, locally, Novo Group (in Finland) and companies like WM-data and 
Volvo Data (in Sweden). 
 
The relationship to companies like IBM and HP is problematic since they 
simultaneously act as suppliers and as competitors to TE. There are no 
real partnerships, only loose operational connections. HP and IBM have 
the benefit of offering HW, SW and operations in bundled solutions, 
being able to press the prices in order to win new market shares. TE and 
their customers, naturally, have to buy the HW externally, from IBM or 
HP. 
 
The difference between Swedish and Finnish market behaviour is that the 
Swedish market is more open for competition, with short (3-5 years is too 
short, according to the interview findings) contracts on IT services. Due 
to this the prices and profits are lower than in Finland. In Finland, the 
major banks and insurance companies have outsourced for 5-7 years ago. 
The contracts are longer and the profits are higher in Finland. In Sweden, 
the outsourcing trend has only started.  
 
Revenue growth has been better in Finland than in Sweden. In Finland, 
the large international IT service companies (e g IBM, HP, CSC) have not 
been present up to this day. These companies have used Sweden as a pilot 
market for new concepts. This is one cause to the severe competition in 
Sweden. 
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In Finland, the recession in the early nineties was deep. This caused IT 
cost reductions and enforced the outsourcing trend. The recession has hit 
Sweden after year 2000, causing similar IT market development as earlier 
in Finland. TietoEnator has now 40 % of the IT services market in 
Finland, and only 10 % in Sweden.  
  
In Finland, the business logic is built on belief and trust – the CEOs of the 
customer and the vendor agree, and the mutual trust ends up in a long 
term supplier relation, if the supplier can keep up to their promises. The 
IT services are often run at running costs, instead of fixed. In Sweden, the 
vendors are more exposed to competition; the customers are focused on 
price. 
 
The business tradition of proximity to the customer, longer relationships, 
and senior management contacts, gives better profits in Finland. In 
Sweden, the market is more open, and customer contacts are more 
superficial. In Sweden, it is a buyer’s market – the IT managers (CIOs) 
are in charge of the buying process and decisions. The differences in 
business traditions are explained by cultural differences according to our 
interviewees. There is also a language problem with the word 
“partnership” (“partnerskap”) in Sweden. The word “partnerskap” has a 
meaning of joined efforts and common risks for the Swedish 
businessmen, while in Finland the word simply describes trust and 
intimacy in a long-term vendor-buyer relationship.   
 
The large divestments in Sweden after the merger (defence operations 
and Dotcom) were not a part of the original strategic plan at the time of 
the merger. Defence operations were sold at a good price because the 
management saw that there was no growth in the defence industry, and 
the defence was a substantial part of the Swedish operations. Dotcom was 
not within the core business of TE. The substantial funds from the 
divestment of the defence operations were partially used for the 
acquisition of Entra Data and for buy-back of TE shares from the market 
in order to keep the share price up. 



Internationalisation through Merger 
The Stategy of TietoEnator 

____________________________________ 
 

Linköping University 2004 
Rishi Randeniya and Jukka Roivas 

61

Common Strategy 
 

TE is trying to implement the same strategy (big key customers in 
selected industries, long-term partnership contracts with customers) on all 
markets. The market behaviour is hard to change, which is one of the 
post-merger problems (in Sweden) that our interviewees bring up: 
changing from an old strategy to a new one is not a simple task. Though 
the strategy is clearly communicated and totally accepted, the tools for 
the implementation are not provided. While focusing on the key vertical 
customers, the old smaller and diversified customer segments are left in 
the dark, and subsequently lost for TE. So business is lost during the 
change process, before the new customers start to create profit. 
 

4.4 Development after the merger 
 

We have chosen to describe four different areas of development after the 
merger: share value development (the shareholder perspective, section 
4.4.1), performance development (in what degree does the company 
achieve its own objectives, section 4.4.2), and international development 
(the fulfilment of the motive of internationalisation, section 4.4.3). The 
fourth area we describe is the development of the company culture, as 
expressed in the official statements regarding values, mission, vision, and 
strategy (sections 4.4.4 through 4.4.7).  
 
In chapter 5, we analyse and discuss the findings in this section.  
 

4.4.1 Shareholder value development 
 
The graph below shows the development of the TietoEnator share on the 
Swedish Stock Exchange compared to two SAX indices: IT Services 
which is a part of SAX index Information Technology, from January 1, 
2001, to December 3, 2003. 
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TE share development (Percent) 

 
 

 

 

Fig. 11 Development of the TE share (blue, top) 2001-2003 compared to 

IT industry index (black, middle) and IT services industry index (green, 

bottom) (www.stockholmsborsen.se) 

 
Comments on the share value development 

 
The TietoEnator share value has had a better development than the 
average share within their industry. The TietoEnator share has 
outperformed the industry index by more than 50 percentage units. 
 
The TietoEnator share is in the business press regarded as a good 
investment, even though the total market value is decreased from 12 
Billion Euro in 2000, to 2 Billion Euro in 2003. The OMX index 
(Stockholm Stock Exchange) and the IT industry have not reached to TE 
share value development during this time. 
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4.4.2 Performance development 
 
The main goals stated in annual reports from 1996 to 2003 (preliminary) 
are listed in short form in this section.  
 
1996-1997  (Enator) Growth equal to at least market growth (8-10%) 

Operating margin 6–7%. 
Return on capital employed over 20%. 
Long-term equity/assets ratio over 30%. 
Dividends to shareholders 10–20% of income 

 
Source: Enator Annual Reports 1996 and 1997 
 
1998 (Tieto) Growth exceeding 15 % of annual sales 

Increased shareholder value, operating profit exceeding 10 % of 
annual net sales 
To be an IT partner to its customers offering them high added 
value. 
(Enator) Organic growth 10-15 % annually, additional growth 
through acquisitions 
Operating margin 9 % 
 

Source: Enator Annual Reports 1996 and 1997 
 
1999 Organic growth at least in pace with market growth 

Additional growth through acquisitions 
Operating profit margin (EBIT) to exceed 10 % 
Each business area to create shareholder value 
The employer preferred by IT professionals. 
 

2000-2003 Revenue growth 20%  
Organic growth at least in pace with market growth 
Additional growth through acquisitions 
Operating profit margin (EBIT) to exceed 10 % 
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Each business area to create shareholder value 
The employer preferred by IT professionals. 
 

Sources: TietoEnator Annual reports 1999-2002 and 
www.tietoenator.com. 
 
The performance measured by these objectives has been good over the 
years. The growth objectives are long-term based (several years) and are 
considered as achieved (Annual Reports, 2000-2002). 
 

4.4.3 International development 
 
We have collected the figures and facts on the degree of 
internationalisation from the annual reports from 1996 to 2003 
(preliminary report). The figures are: share of international sales, sales by 
country, employees by country, etc. These figures are compiled to a 
presentation of the development towards internationalisation, in a tabular 
form, and in a graphic figure.  
 
Both Tieto and Enator have had the ambition to internationalise their 
business throughout the years. Tieto’s acquisition of the Swedish Datema 
in 1987 was motivated by their drive for internationalisation (Vaara, 
2000). 
 
There was a significant pursuit for internationalisation in the strategy of 
the original Enator AB in the first part of the eighties. Enator wanted to 
go abroad because the Swedish home market was small, they were 
interested in knowledge transfer from abroad, the customers were 
becoming more and more international, risk of stagnation/recession in 
business was decreased through internationalisation, and in order to be 
able to offer the employees career opportunities abroad. In 1986, 50 % of 
net sales of Enator AB were generated outside Sweden. There were 
subsidiaries in six countries, with a total of about 150 employees 
(Alvesson, 2000). 
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Fig. 12 International Development of TietoEnator (Authors’ compilation 
from TietoEnator Annual Reports) 
 
The degree of internationalisation is here represented by  

- The international share of total net sales 
- The share of employees outside Finland and Sweden 
- The number of countries of operation. 
 

The international share of total net sales has increased from 9 % in 1996 
to 15 % in quarter 3, 2003. The share of employees outside Finland and 
Sweden has increased from 9 % in 1996 to 18 %. The number of 
operating countries has increased from 5 to 21. 
 
All of the indicators have more than doubled over the eight year period. 
The development has been quite steady over the years.  
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Sources: TietoEnator Annual Reports 1999-2002 and interim report Q3 
2003. 
 
Table 8: Turnover and employees in Finland, Sweden and other 
countries, 1999 and 2003 Q3 (Source: Annual Report 1999 and interim 
report Q3 2003) 
 

 1999 2003 Q3 

  Sales % Employees % Sales % Employees % 

Finland  40 43 56 54 

Sweden 49 47 29 28 

Other countries 11 10 15 18 

 

 
4.4.4 Strategy development 

 
The strategy statements are collected from annual reports, presentations 
and preliminary report (2003) 1996-2003. The development of the 
strategy statements is listed in tabular form in Appendix 2.  The 
description of Enator’s strategy before 1996 is taken from Alvesson 
(2000). 
 

Enator’s strategy before 1996 
 

From Alvesson (2000) we find out that the business concept of the 
original Enator AB, according to their annual report 1986, was to 
“combine management knowledge with computing expertise in order to 
increase the competitive power and efficiency of our customers” (our 
translation from Swedish).  Apart from the internationalisation strategy 
mentioned in section 4.4.3 above, which Alvesson (2000) considered as 
well planned and intentional, many elements in Enator’s strategy in the 
early ears were described by Alvesson as “emergent”. This is a strategy 
development that coincides with Quinn’s description of “logical 
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instrumentalism” (Quinn, in de Wit and Meyer, 1998). Dialog had a focus 
on IT in the public sector (municipalities, government, and healthcare), 
working in long term relations close to their customers. We have no 
information on Telub’s strategy before their fusion with Dialog and 
Enator, but they focused on the (Swedish) defence industry.  

 
The development of the strategy statements from 1996 to 2003 

 
1996  “Enator develops and delivers competitive, integrated IT solutions 

and communication systems to meet customer needs for general 
and industry-specific solutions.” 

1997 “Enator develops and delivers competitive, integrated IT and 
communications solutions to meet customer needs for general and 
industry-specific requirements.” 

1998  “Enator’s basic strategy focuses on creating growth by: 
• Developing present business and present customers, 
• Developing the ability to acquire large partnership and outsourcing 

contracts, 
• Creating business that results in frequent repurchasing, 
• More transactions higher up in the customer’s value chain, more 

concepts and solutions, and a 
• Sharper focus on specific industries, 
• Broadening business geographically and achieving equal positions 

in more Nordic countries over the long term, 
• Continuing to strengthen the Enator brand name.” 

1998   “Tieto focuses on those sectors of professional services, processing 
and network services, and packaged software services in which it 
can gain the best expertise in the market, command a solid market 
position and achieve strong profitability.” 

1999  “TietoEnator focuses on high-value-added IT services as the 
partner of its customers in segments of the market where it can 
maintain superior expertise, a strong market position and solid 
profitability.” 
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2000  “TietoEnator’s strategy is to focus on high-value-added IT services, 
partnering customers in segments of the market where it can 
maintain superior expertise, a strong market position and solid 
profitability.” 

2001 “TietoEnator is positioning itself in the global competitive 
environment by means of strategic investments in segments of the 
market where it can maintain superior expertise, a strong market 
position and solid profitability.” 

2002 - 2003   “Global leverage of vertical expertise” “We focus on 
vertical markets that represent the strongest Nordic industries and 
deepest accumulated expertise of TietoEnator. These sectors are 
finance, telecommunications, public, healthcare, energy and forest 
sectors.  Within these verticals we further broaden our expertise into 
repeatable solutions comprising of concepts, components and ready-
made products.” 

 
The strategy statements have hardly been changed from the merger date; 
in 2002, the short and catching “global leverage of vertical expertise” was 
introduced. The strategy statements seem to correspond very well to the 
vision and mission statements and the realized strategy and actual 
business developments. This seems to be true even in the years before the 
merger.  
 
Sources: Annual Reports 1996-2002, www.tietoenator.com. 

 
4.4.5 Value development 

 
Before the merger Enator’s premeditated values were Participation, 
Respect and Independence (1996-1998). The values provided guidelines 
both in cooperation with customers and between colleagues. The 
intention was to systematically implement the common values in all parts 
of the Group.  
 
1998  Tieto’s values were Customer Benefit and Personal Growth.  
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1999-2000 (After the merger) the leading values of the company were 
Participation, Customer Benefit and Personal Growth. TietoEnator 
profiles itself as a dynamic and professional European IT services 
company with a strong Nordic background. 
2001 the leading values were changed to Customer Benefit and Personal 
Growth.  These are still the key values in 2003. 
 
The obvious trend is that directly after the merger the two companies’ 
value key words were combined in a somewhat equal manner. Two years 
after the merger the Tieto had defeated Enator in the rhetoric contest. 
 
Sources: Annual Reports 1996-2002, www.tietoenator.com. See Appendix 
2 for a complete list of the statements. 

 
4.4.6 Vision development 

 
The quoted vision statements from official documents 1998-2003 are 
listed in Appendix 2. In this section we highlight the significant changes 
throughout the years. 
 
1996 “Enator shall be a Nordic leader in IT solutions.” Key words this 

year were customer closeness, knowledge of customers’ processes, 
customer needs, and long-term perspective. 

1997 (Enator) “a Nordic leader in IT solutions”. Key words: full-service 
supplier, main alternative for customers, growth in pace with 
market growth. 

1998 (Tieto) “A builder of the new information society and the leading 
provider of high-value-added information technology services in 
Northern Europe.” 
(Enator) “a Nordic leader in IT solutions”, as in 1997. Added key 
words this year: favourable profitability, one of the most attractive 
employers in industry. 
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1999 “TietoEnator’s vision is to be a leading provider of high-value-
added IT services in Europe. Leading as defined by TietoEnator 
means leadership in expertise, market share and profitability.” 

 
2000 “TietoEnator’s vision is to be the leading provider of high-value-

added IT services in Europe in selected vertical markets.” 
(Emphasis by authors). Some key words were strong focus, strong 
commitment, and continuous improvement. 

 
2001 “Our vision is to be the leading global provider of high-value-

added IT services in selected vertical markets; that is, our primary 
customer sectors.” (Emphasis by authors). 

 
2002 “TietoEnator’s vision is to be the leading provider of high-value-

added IT services in Europe in selected vertical markets.” 
 
2003 “TietoEnator's vision is to be The world's leading provider of high-

value-added IT services in selected vertical markets.” (Emphasis 
by authors). 

 
“Leading provider” was the key word in 1999, after the merger. The word 
“leading” came from Enator. In 2000, the focus on selected vertical 
markets was introduced, and is still prevailing. The variation in 
TietoEnator’s international ambitions has been shown by the words 
“Europe” (1999, 2000, and 2002), “global” (2001), “the world’s” 2003. 
 

4.4.7 Mission development 
 
1997 (Enator) “With creativity and IT, we create greater competitiveness 
and operating efficiency for Nordic customers.” 
 
1998 (Tieto) “To enhance the efficiency and profitability of its 
customers’ businesses through the use of information technology and 
information networks.” 
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(Enator) “With creativity and IT, we create greater competitiveness and 
operating efficiency for Nordic customers.” 
 
1999 “Building the Information Society” “…we design, host and act as 
consultants for the digital operations of our customers.” 
 
2000 - 2003 “TietoEnator’s mission is Building the Information Society.”  
“…an architect and operator of the digital economy…” 
 
The mission statement of the newly merged company in 1999 has 
prevailed. It’s short and snappy, as can be expected in a company 
dominated by Finns. Obviously it has been accepted by the customers and 
employees. The statement “building the Information Society” is inherited 
from the 1998 Tieto Vision statement.  

 
4.5 Current situation 

 
4.5.1 The focus of TietoEnator 

 
TE focuses on vertical markets that represent the strongest Nordic 
industries and deepest accumulated expertise of TietoEnator. These 
sectors are finance, telecommunications, public, healthcare, energy and 
forest sectors (www.majiq.com). 
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The Northern Europe & Nordic Customer Partnerships 

 

 

 

 

 

 

 

 

 

The Global Solutions 

 

 

 

 

 

 

 

 

 

Fig. 13 Focus areas of TietoEnator (www.tietoenator.com) 
 
Telecom is one of the TietoEnator’s focus areas on global level. Its the 
most well-established Nordic IT company with special competence in 
core field of telecom IT, TietoEnator has achieves a good platform for 
further growth in solutions business in Europe. It is the leading provider 
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of digital solutions for the Forest industry. They provide a full range of IT 
solutions for forest operations & wood products, fibre supply, pulp & 
paper mills, and sales & logistics (www.majiq.com). 

 
4.5.2 TietoEnator's strategy today (2003) 

 
“TietoEnator focuses on a strong market position and solid 
profitability. When building the information society by consulting, 
designing and hosting customers’ core businesses in servers and 
networks, it is essential for TietoEnator to work in close 
cooperation with customers and to be their strategic partner. To 
become a credible strategic partner, an IT services provider must 
possess a strong knowledge of its customers’ businesses combined 
with solid expertise in the latest information technology. This is 
why vertical specialization is vital for TietoEnator’s success. 
TietoEnator focuses on vertical markets that represent the 
strongest Nordic industries and the most in-depth accumulated 
expertise of Enator and Tieto.” (www.tietoenator.com) 

 
A “vertical market” refers to a well-defined industry segment; the vertical 
markets TietoEnator focuses on are finance, telecommunications, public 
services, and health care, energy and forest sectors. 
 

“Global leverage of vertical expertise” 
 
The company is positioning it in the global competition by means of 
strategic investments in segments of the market where they can maintain 
superior expertise, strong market position and solid profitability. TE 
believes on vertical markets that represent the strongest Nordic industries 
and deepest accumulated expertise.  
 
Within these verticals they try to broaden their expertise into repeatable 
solutions comprising of concepts, components and ready-made products.  
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5 Analysis 
 
In this chapter, the main findings of our research are analysed within the 
theoretical frame of reference. First, we discuss the post-merger 
development from the cultural perspective, then the strategies to fulfil 
merger motives and objectives. Last, the international development is 
discussed. 
 

5.1 Cultural aspects on post-merger development 
 
Hofstede (1997) and others have in their research shown that Finland 
belongs to the Nordic or Scandinavian culture cluster (sources). The 
national cultures of Finland and Sweden are supposed to be similar, with 
the difference according to Hofstede (1997) in the Masculinity 
dimension, where Sweden has the lowest score in the world (the most 
feminine society), Finland scoring higher but still relatively low on the 
masculinity dimension. The greatest distance between the two countries is 
noticed on the Uncertainty avoidance dimension (Hofstede 1997). Other 
research has shown on significant cultural differences, c f Vaara (2000). 
Zander (1997), in her study on Interpersonal Leadership expectations, has 
put Finland in a cluster of their own. This is because she found a 
significant difference in communication preferences between the three 
Scandinavian countries Sweden, Denmark and Norway on the one side, 
and Finland on the other side.  The employees in Finland have the lowest 
preference for communication of all countries. The Scandinavian 
employees also have larger preferences for empowering then the Finnish. 
 
Our interview findings only partially support the findings of Vaara 
(2000). The “paradox of cultural proximity” illustrates the expected and 
at the same time, unexpected cultural differences between merging 
Finnish and Swedish companies. On one side, the top managers involved 
in the pre-merger planning process expected some cultural differences. 
They hired an external consultant, a culture specialist, who could point 
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out the expected cultural differences between Finland and Sweden, warn 
for the possible cultural clash, and provide the management with some 
tools for handling the situation. On the other hand, the focus of the top 
management was not on cultural matters, indicating that the culture clash 
was expected to be a minor one. There was a wide experience base of 
mergers (domestic and international) on both sides, and apparently the 
parties involved knew what they were getting in to. The “ultimate failure” 
of the Datema case (see section 4.2.1 above) couldn’t scare off the 
determined Finns!  
 
The outcome of the expected cultural clash is, according to our findings, 
aligned with the expectations of the designers of the merger plan. Only 
minor difficulties that are connected to different national cultures or 
management styles are noticed.  The reason for this could be that the 
integration of businesses is apparently driven by the operational or 
strategic need for integration or tighter co-operation. The local businesses 
are left alone; the cross-border business models or global business 
philosophy are not forced on Business Units that are operating locally. If 
there is no need to integrate, why do it? On the other hand, the operations 
that are subjects to cross-border economies of scale (or other synergy 
effects from the merger), like the Resource Management and Process and 
Networks Business Areas, have been fully integrated and aligned to the 
common strategy.  
 
Certain areas of the TietoEnator organization are thus operating quite 
freely while other areas are integrated and consequently tightly coupled to 
other organizational units, and governed through a more control intensive 
management approach. 
 
In the following analysis, we have used an adaptation of the holistic post-
merger integration model from Got and Sanz (2002). See section 3.1.5 
above for the theoretical model. Figure 14 (below) shows the generic 
items of the model (like management levels, “Company growth”, 
Shareholder revenue”, etc) that are used in our further analysis, in order 



Internationalisation through Merger 
The Stategy of TietoEnator 

____________________________________ 
 

Linköping University 2004 
Rishi Randeniya and Jukka Roivas 

76

to give a comprehensive illustration of the positions of the different 
entities in the post-merger process. 

 
Fig. 14 Identified TietoEnator post-merger development items (authors’ 
compilation after Got and Sanz, 2002) 
 
The columns represent the three different post-merger synergies: cost, 
revenue, and financial synergies (Got and Sanz, 2002). The rows 
represent the three management dimensions identified by Got and Sanz. 
The boxes with closed frames (Shareholder revenue, Company growth, 
Profitability, and Social compatibility) are the changed entities we have 
described in our study. The boxes with dotted frames 
(Internationalisation, Management actions, Cultural strategy, and Cultural 
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tensions) are the main reasons for change in these items that we identified 
in this study.   
 
On the Strategic Management level, the managerial actions have had 
positive effects on the TietoEnator shareholders’ revenue (in the Financial 
Synergies area). In the Revenue Synergies area, the company growth has 
been positively affected by managerial actions and international 
expansion. The long term growth objectives have been met.  
 
The managerial actions we would like to comment are  

- The strict focus on the vertical strategy 
- Handling of cultural differences 
- The shaping of corporate purpose 

 
5.1.1 Vertical strategy focus 

 
Our research shows that the most important strategic message from the 
corporate management is the uncompromised focus on the vertical 
markets (see section 4.4.4 for a description of the strategy statement 
development). This corresponds to Porter’s (1996) findings regarding 
trade-offs as one of the requirements for a sustainable strategic position. 
By focusing on selected vertical markets and using a system of 
“activities”, that is professional expertise and business practices that are 
different from the competitors’ sets of activities, TietoEnator has created 
a unique strategic position on the Nordic market. The vertical focus 
strategy has been practically unchanged from the date of the merger. The 
history of both Tieto and Enator shows that the strategy was well-
established in both companies in the years before the merger. The long-
term view on the chosen strategy is also in accordance to Porter’s (1996) 
theories on how to reach sustainable competitive advantages. Another 
noteworthy connection between Porter’s article (1996) and the actual 
strategy of TietoEnator is the internationalisation strategy 
(Internationalisation in figure 14 above). Porter recommends 
international growth as a means of keeping the strategy fit clean and 
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profitable; deepening the strategic position rather than broadening it, 
thereby risking to end up in the “growth trap” (Porter, 1996).     
 
Cost Synergies on the Operational Management level are noticed, e g in 
IT service production cost reductions (Processing & Networks). As 
mentioned above, the horizontal operations are truly integrated across the 
national borders.  The company profitability is good. One of the 
operational reasons for this could be the strictness in profit centre 
thinking, apparently a contribution of the Finnish management principles. 

 
5.1.2 Handling of cultural differences  

 
The research on national and organizational cultures and management 
styles referred to in chapter 3.3 shows that cultural problems can be 
expected in a cross-border merger between two companies. The designers 
of the TietoEnator merger were well aware of this, both having 
experienced a long history of mergers and acquisitions on national and 
international levels. The infamous Tieto-Datema combination in 1987 can 
serve as an example of a useful lecture on how to handle possible 
international merger complications. The way TietoEnator management 
handled the expected or emerging cultural problems seems to be the right 
way. Only minor cultural difficulties were noticed by our interview 
persons. The cultural strategy seems to have been to accept that there are 
cultural differences, try to make use of the strengths of each party, and 
create an atmosphere of tolerance and mutual respect. The integration 
strategy is perceived as strictly based on business needs: the local 
operations (Business Units) that work well are left alone as long as they 
contribute to the strategy – no need to integrate. The cross-border or 
horizontal operations, where substantial synergy effects were to be 
expected, started to integrate from day one of the merger, and were 
expected to urgently capitalize on the economies of scale or economies of 
scope. Examples of theses cross-border operations are the Processing & 
Networks and Resource Management Business Areas.  
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Despite the research pointing out risks for cultural tensions (clashes) 
between interacting people from Finland and Sweden, the TietoEnator 
case shows that social compatibility has been reached in the new 
organization.  On the Cultural Management level, the negative effects of 
Cultural Clashes or Employee Resistance (see figure 3 in section 3.1.5) 
on Social Compatibility have been perceived as minimal. On the contrary, 
the cultural tensions seem to have had a positive effect in TietoEnator’s 
development. The Cultural Strategy where the corporate level value, 
mission and vision statements are in focus seems to have had a positive 
net effect.  

5.1.3 Corporate purpose 
 
The core values Customer benefit and personal growth have been 
included in the corporate statements since the merger, and, for Tieto’s 
part, even before that. We see the core value statements as manifestations 
of the corporate purpose. From the persistent communication strategy 
regarding the core values, we conclude that the corporate leaders have 
accepted the shaping of corporate purpose as one of the main methods of 
strategic management. This is in accordance to the Bartlett and Ghoshal 
article (1994) “Beyond Strategy to Purpose”, where the changing role of 
top management as strategy makers is discussed. A common feature of 
successful companies is the focus on development of purpose, process, 
and people.  
      

Remarks on the holistic model 
 

To this model, we would like to add some comments and observations. 
 
First, the Cultural Strategy should be described as a neutral activity, 
where the net effect can be either positive or negative. In the model 
above, the effect of cultural strategy is described only as a negative 
power. 
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Second, the cultural and operational management issues can not be 
considered homogenous over a large corporation, global, international or 
national. There will always be local businesses that require local 
strategies. The cultural differences between different parts of a large 
company should be considered as well. The homogeneity of members in a 
nation should also be critically analyzed. Any society (nation, country, 
organization, or other) consists of individuals. It is not possible to draw 
generic conclusions of a company’s culture only on the basis of its 
country of origin. 
 
One proof of this is the diversity in the development of post-merger 
integration within TietoEnator. Some operations are global, some 
international; some are national, some regional or local. The need for 
integration is based on the customer’s needs, the market structure within 
the specific business, and all components of the product (in this case, IT 
services). In a large corporation, different levels of integration can exist 
side by side over long periods of time. 
 
If we describe the acculturation development with the model from Berry 
(adapted by Got and Sanz, 2002), we propose that all the four directions 
of acculturation can exist side by side in an organization. 
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Fig. 15 The cultural integration forms, adapted from Berry (1989) by Got 

and Sanz (2000)  
 

We have found proof for the existence of Unification, Assimilation, and 
in some extent, Separation, within the post-merger cultural development 
of TietoEnator. We have not found proof for Deculturation, but assume 
that it can exist, if only on individual level.  
 

5.2 Analysis of post-merger Strategies  
 

5.2.1 Internationalisation strategy 
 
The issue of internationalisation has a great importance to TietoEnator. It 
has been an ongoing strategic process in both firms even before the 
merger. 
 
The Uppsala model of the internationalisation process (Johanson, Vahlne 
1990) is a good illustration of the implicit assumptions of incremental and 
continuous growth.  
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TietoEnator is gradually increasing its international involvement. This is 
described as being sequential from the initial export activities to setting 
up of foreign production units. According to the Uppsala model explained 
in section 3.4.1 a firm first goes to a neighbouring country. This is 
because geographically close countries are supposed to have larger 
similarities than differences.  So the first step internationalisation for both 
companies was going to a close country by the means of merger. Then it 
will integrate to another close country and the process will continue. E.g., 
the initial step is expanding to Nordic countries, then Western Europe 
then Eastern Europe and so on. 
 
Looking at TietoEnator’s history and the internationalisation process, we 
can see that TE has been following the Uppsala way of integration. The 
operating countries where TE operates are shown in figure 16. We can 
come to a conclusion that TietoEnator is a well-established international 
company. 15% of TietoEnator’s turnover is generated in countries outside 
Sweden and Finland. (Interim report, Q3 2003) 18% of the employees are 
working abroad.  
 

 

Fig. 16 TE operating countries (www.tietoenator.com) 
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As shown in figure 16 TE has mainly expanded in the western countries. 
This is in accordance with the Uppsala model’s line of reasoning: first 
move to a similar kind of country and then to other countries slowly but 
steadily. TE operates in most of the European countries and USA. Next 
step in the internationalisation process will be moving expanding to the 
Asian markets. Up till now the only Asian countries they operate in are is 
Malaysia and China. The company will use these two countries as a 
platform to study the market and move in to other Asian counties.   
Furthermore, TietoEnator has been following their customers when they 
internationalise: when a Finnish or Swedish company needs IT services 
abroad, they often turn to their domestic supplier. 
 
The following figure shows the international development of TietoEnator 
1999-2003, in percentages of net sales. 
 

 
Fig. 17 The international development of TietoEnator after the merger 
(authors’ compilation) 
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One of the main purposes of the Tieto and Enator merger was accelerated 
international growth. This was the synergy effect both companies 
expected. We can see Finland strengthening its portion of total sales. The 
Swedish part has been shrinking since the merger.  
 
The international turnover has grown from 11 % to 15 %. It is a 
significant but not very impressive increase. The greatest 
internationalisation effect is that Enator and Tieto gained access to each 
other’s home market: overnight, the two leading Finnish and Swedish IT 
service companies became an important supplier on the Nordic market. 
 

The power shift 
 

It seems that the power within the company has shifted since the merger. 
Before the merger both companies were looking for suitable partners to 
facilitate international growth. The combination in 1999 was announced 
as a merger of equals; today TietoEnator is perceived as dominated by the 
Finnish side. Most of the top managers are Finnish. The CEO and the 
corporate legal and financial departments are located in Finland because 
the company is legally Finnish. Figure 17 above illustrates, through the 
development of net sales, the shifting power relations in the corporation, 
from the power balance of 1999 to the dominant position of the Finnish 
part in 2003.  
 

Analysis of the merger process (Lewin’s theory) 
 

Lewin’s 60 year old model can be still applied to TietoEnator’s merger 
process. His theory of unfreezing transition and refreezing has been 
explained in section 3.5. The unfreezing phase equals the pre-merger 
process. Second phase is the transition. 
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Fig. 18 TE’s current position in Lewin’s model (authors’ compilation) 

 
The official TE web site describes that the merger process was finished in 
1999. Now, more than three years the after merger, it is evident that parts 
of TE are still in the process of post merger integration. The major change 
happened when Tieto business model had been implemented, instead of 
the Enator’s business model. (Tieto business model was Customer 
oriented and Enator’s model was Production oriented).   
 
In the case we found it very interesting that the merger 
implementation/integration is still ongoing. E.g. the decision to integrate 
business system was take very recently, three years after the merger. 
There was and still is a positive tension between speed and planning, the 
Finnish and the Swedish ways, creating an atmosphere of energy and 
commitment. On the other hand maybe the change is an ongoing process 
of improvement. The process of change is evolutionary.  
  
TietoEnator wants to be perceived as a Nordic IT company. This is 
illustrated in figure 19.  The merger was formed as an offer from Tieto to 
Enator’s shareholders to exchange their shares in Enator to Tieto shares. 
It was announced as a merger of equals. 
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Fig. 19 The official picture of the TE merger (authors’ compilation) 

  
Before the merger Tieto was operating in under the influence of Finnish 
national culture and Enator was in the Swedish national culture. We 
assume that he companies had similar business cultures since both Tieto 
and Enator were operating in the TI services business. Compare the 
implications of figure 19 with the logical conclusions that can be drawn 
from figure 17. The balance has shifted, and the picture of TietoEnator is 
a united Nordic company may be somewhat askew. 
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6 Conclusions 
 
Our research questions were: 
 

- Do the cultures have to integrate in an international merger? In 
other words, does a consensus between the ingoing parties have to 
be developed in all cultural and practical aspects in the new 
organisation, or can the new organization handle the cultural 
differences without giving up their own culture and uniqueness? 
 
- Which are the unique competitive advantages of TietoEnator, and 
can the advantages be connected to specific features of 
TietoEnator’s strategic activities or strategy visions? 

 
The answers to these questions will conclude this research project, along 
with some criticism and suggestions for further research. 
 

6.1 The need to integrate when merging 
 
The cultural proximity, and the paradox of the cultural proximity, of two 
companies (Tieto and Enator), in the same industry (IT services), 
neighbouring countries (Finland and Sweden), with only small overlaps 
in the market segments, is according to our findings expected to lead to a 
limited effect of the cultural differences on the co-operation between the 
employees of the merging parties.  However, actual cultural differences 
were expected by the designers the TietoEnator combination. Our 
interviews show that the organization has experienced some difficulties 
due to cultural differences. These difficulties were handled mainly on the 
operational level, and were not perceived as the cause to any serious 
problems or cultural polarization. Instead, the differences, or cultural 
distance, should not only be considered as a negative issue (Alvesson, 
2000); logically, synergies can only be expected if the merger contributes 
with something new to the companies involved.  
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One conclusion of this study is that cultural differences should be 
expected and taken seriously, that they can be handled by education of 
the employees, tolerance and co-operation between the different culture 
groups, and that the cultural differences, as well as other strengths and 
weaknesses, should be recognized and utilized when merging. An 
example of this from the TietoEnator case is that “There was, and still is, 
a positive tension between speed and planning, the Finnish and the 
Swedish ways, creating an atmosphere of energy and commitment” 
(interview material, 2003). If the integration process is handled 
selectively, on a need-to basis, the disturbances of the merger 
consequences on the post-merger development can be minimized. In 
other words, the total integration of all parts and all levels in a 
multicultural organization is not necessary in all cases. 
 

6.2 Enator’s strategic activities evaluated 
 
The strategic message to the market and to the employees is concisely 
expressed in the strategy, value, mission, and vision statements of 
TietoEnator. The message is continuously communicated through relevant 
channels in order to keep the focus of the employees on the chosen 
strategy. The unique competitive advantages identified in this study are 
the content and context of TietoEnator’s strategy. By content we mean the 
activity system, including the use of TietoEnator’s proximity to the 
customers to increase their knowledge of the customers’ business 
processes. Growth through insourcing, mergers and acquisitions gives the 
positive side effect of adding to TietoEnator’s expertise on their 
customers’ processes.  
 
The international growth ambitions of TietoEnator are mainly expressed 
by the “emerging” strategy of letting the current (Nordic) customers lead 
the way.  
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The competitive advantages that we have identified in this study are 
obviously a result of the resolute implementation of the vertical strategy 
focus and, on operational level, tight result control of the different 
Business Units. On the other hand, the conscious combination and 
utilization of skills and differing cultural features, without forcing the 
integration process, leaves the Business Unit management the freedom of 
local operational decisions, as long as they contribute to the common 
result and strategy. 
 

6.3 Suggestions for further research 
 
We are aware of the fact that the description and analysis of TietoEnator 
cannot be complete and balanced without investigating Tieto, the Finnish 
side of the corporation. We recommend this as a suitable area for further 
research. For practical reasons and due to scarcity of available time we 
restricted our research to the Enator part of the organization.  
 
Another interesting area for further research would be evaluating the 
employee satisfaction in TietoEnator after the merger, focusing on the 
cultural differences and possible synergies caused by them. 
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Appendix 1: Data tables on TE 
international development 

 
 Tieto Enator 
International sales    
1996 No data 364 MSEK , 9 % 
1997 264 MFIM, 11 % 515 MSEK,  11 % 
1998 333 MFIM, 12 % 657 MSEK , 12 % 
1999 143 MEUR, 11 % 
2000 141 MEUR, 13 % 
2001 170 MEUR  15 % 
2002 331 MEUR  17% 
2003 Q3 155 MEUR  15 % 
   
Employees abroad %    
1996 No data 466    9 % 
1997 345   8 % 543    12 % 
1998 434   9 % 651    14 % 
1999 1.070  10% 
2000 1.211  13% 
2001 1.425  14 % 
2002 1.919  16 %   
2003  Q3 2.099  18 % 
   
Sales by country   
1996 No data No data 
1997 Finland  89 % 

Sweden 5 % 
Norway 3 % 
Denmark 1 % 
Other countries 2 % 

Sweden 89 % 
Norway  6 % 
Finland 2 % 
Germany 2 % 
Denmark 1 % 

1998 Finland  88 % 
Sweden 6 % 
Norway 3 % 
Denmark 1 % 
Other countries 2 % 

Sweden  88 % 
Norway  7 % 
Finland  2 % 
Germany  2 % 
Denmark  1 % 

1999 Finland  40 % 
Sweden  49 % 
Norway     5 % 
Denmark  4 % 
Germany  1% 
Other countries  1% 

2000 Finland  45 % 
Sweden 42 % 
Norway   7 % 
Denmark  2 % 
Germany  2 % 
Other countries  2 % 

2001 Finland 56 % 
Sweden 29 %  
Norway  8 % 
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Denmark 3 % 
Germany 2 % 
Other countries 2 % 

2002 Finland 57 % 
Sweden 26 % 
Norway  8 % 
Denmark 3 % 
Germany 2 % 
Great Britain  1 % 
Other countries 3 % 

2003  Q3 Finland  56 % 
Sweden 29 % 
Norway  6 % 
Denmark  2 % 
Germany   2 % 
USA  1 %   
Other countries  4 % 

   
Employees by country 
(avg/year) 

  

1996 No data Sweden 4.538 
Norway 259 
Finland 101 
Germany 65 
Denmark 41 

1997 Finland 3.876 
Sweden 161 
Norway  109 
Denmark  23 
Belgium 19 
Germany 9 
Other countries 24 

Sweden 4.518 
Norway 312 
Finland 98 
Germany 74 
Denmark 59 

1998 Finland  4.434 
Sweden 192 
Norway  118 
Latvia  38 
Denmark 34 
Belgium 21 
Germany 11 
Other countries 20 

Sweden  4.769 
Norway 374 
Finland 106 
Germany 88 
Denmark 83 

1999 Finland 4.600 
Sweden 3.096 + 2.125  
Norway 581 
Denmark 247 
Germany 106 
Latvia 84 
Other countries 62 

2000 Finland 4.981 
Sweden 2.943 + 799 
Norway  600 
Denmark  224 
Germany 164 
Latvia  100 
Other countries 123 

2001 Finland 5.670 
Sweden 2.963 
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Norway 672 
Denmark 241 
Germany 230 
Latvia 122 
Other countries 105  

2002 Finland 6.723 
Sweden 2.949 
Norway 903 
Denmark 280 
Germany 258 
Latvia 129 
Czech Republic 122 
Other countries 227 

2003 Q3 Finland  6.353 
Sweden  3.274 
Norway  887 
Denmark 306 
Germany  263 
Czech Republic 167  
Latvia  125 
USA  104 
Other countries  246  

 
The decrease of sales and employees in Sweden 1999-2001 is due to divestments, e g selling of 
defence related businesses (Aerotech Telub) and part of Dotcom 
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Appendix 2: Data tables on TE Mission 
Vision, Value and Strategy statements 

 
 Tieto Enator 
Mission 
1996 (No data) See Vision  
1997 (No data) With creativity and IT, we create greater 

competitiveness and operating efficiency 
for Nordic customers. 
Creativity is the key word in Enator’s 
business concept. It’s what we work with 
– it stands for the actual solution. 

1998 To enhance the efficiency and profitability of 
its customers’ businesses through the use of 
information technology and information 
networks. 

With creativity and IT, we create greater 
competitiveness and operating efficiency 
for Nordic customers. Creativity is the key 
word in Enator’s business concept. It’s 
what we work with – it delivers the actual 
solution. 

1999 Building the Information Society 
2000 TietoEnator’s mission is Building the Information Society. TietoEnator defines the Information Society, or Digital 

Economy, as an economy in which a major part of all products and services are produced, distributed and 
consumed in a digital form over data networks. TietoEnator sees its role as an architect and operator of the 
digital economy consulting, developing and hosting its customers’ digital businesses. 

2001 TietoEnator’s mission is Building the Information Society. Our definition of the Information Society, also called 
the Digital Economy, is an economy where most products and services are produced, distributed and consumed 
in digital form over data networks. We see our role as being an architect and operator of the digital economy, 
an active partner who builds and hosts its customers’ digital businesses in consultation with them.  

2002 Architect and operator of the digital economy 
TietoEnator’s mission is Building the Information Society. We define the information 
society, or synonymously the digital economy, as an economy where a major part of all 
products and services are produced, distributed and consumed in digital form over data 
networks. We see ourselves as an architect and operator of the digital economy, as an active 
partner and consultant that develops and hosts its customers´ digital businesses.  

2003 Architect and operator of the digital economy 
TietoEnator's mission is Building the Information Society by acting as an architect and 
operator of the digital economy. The Group is an active partner and consultant that 
develops and hosts its customers' digital businesses.  

 
Vision 
1996 (No data) Enator shall be a Nordic leader in IT 

solutions. Enator’s business operations 
are based on improving and renewing the 
efficiency of commercial and operating 
processes of customers, as well as their 
infrastructures, through IT solutions and 
applications. 
Based on customer needs and user 
situations, Enator offers solutions that 
contain modern technologies and superior 
products. As a result, Enator’s operations 
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are characterized by breadth and depth, 
proximity to customers, knowledge of 
customer operations and its long-term 
perspectives. 

1997 (No data) Enator’s vision “a Nordic leader in IT 
solutions” includes the following elements: 
�We shall operate as a full-service IT 
company. With proprietary resources or in 
cooperation with partners, we shall cover 
all important elements of customer IT 
needs. 
�We shall be the leader in all our 
undertakings – the main alternative for 
customers. We shall be the leader in all 
Group subsectors. In areas where we 
cannot achieve leadership, we shall seek 
alliances and cooperation with leading 
partners. Through coordinated Group 
activities, we shall operate as a full-
service supplier and, thereby, a natural 
partner in the customer’s long-term IT 
development. 
�We shall grow at least in pace with 
market growth. To achieve positions of 
leadership, Enator’s growth must match 
market growth and, in certain areas, 
exceed market index by a broad margin. 
Business growth will be achieved through 
acquisitions, mergers and organic growth. 

1998 A builder of the new information society and 
the leading provider of high-value-added 
information technology services in Northern 
Europe 

Enator’s vision as “as Nordic leader in IT 
solutions” includes the following elements: 
�We shall operate as a solution-oriented 
full-coverage IT company. 
�We shall be the leader in all our 
undertakings – the main alternative for 
customers. 
�We shall grow at least in pace with 
market growth. 
�We shall have favourable profitability in 
relation to the industry.  
�We shall be regarded as one of the 
most attractive employers in our industry 

1999 TietoEnator’s vision is to be a leading provider of high-value-added IT services in Europe. 
Leading as defined by TietoEnator means leadership in expertise, market share and 
profitability. 

2000 TietoEnator’s vision is to be the leading provider of high-value-added IT services in Europe 
in selected vertical markets. Leading, according to this vision, means leadership in 
expertise, market share and profitability. Leadership is built up from a strong commitment 
and continuous improvements to customer value and quality. A company cannot be leading 
in everything. To be leading requires a strong focus 

2001 Our vision is to be the leading global provider of high-value-added IT services in selected 
vertical markets; that is, our primary customer sectors. Leading in our thinking means 
leadership in expertise, market share and profitability. High-value-added means high 
leverage and profitability for both our customers and ourselves.  

2002 TietoEnator’s vision is to be the leading provider of high-value-added IT services in Europe 
in selected vertical markets. Leading, according to this vision, means leadership in 
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expertise, market share and profitability. 
2003 World leader in selected vertical markets 

TietoEnator's vision is to be The world's leading provider of high-value-added IT services in 
selected vertical markets. Leading on our thinking means leadership in expertise, market 
share and profitability. High-value-added means high leverage and profitability to both 
customers and TietoEnator. 

 
Goals  
1996  �Growth equal to at least market growth 

(8-10%) 
�Acquisitions are part of Enator’s growth 
strategy. 
�Operating margin, excluding 
amortization of goodwill, should be 6–7%. 
�Return on capital employed in excess of 
20%. 
�Long-term equity /assets ratio in excess 
of 30%. 
�Dividends to shareholders should 
correspond to 10–20% of income after full 
tax, provided that – in view of Enator’s 
growth strategy – dividends are 
considered compatible with the Group’s 
consolidation requirements, liquidity and 
general financial position. 

1997  See 1996 
1998 - To achieve faster than average growth 

exceeding 15 % of annual net sales. 
- To increase shareholder value and generate 
operating profit exceeding 10 % of annual net 
sales. 
- To be an IT partner to its customers offering 
them high added value. 

The growth and operating margin 
objectives for the 
period 1999–2001 have been revised as 
follows: 
�Growth at a rate at least equal to that of 
the market, 
which is expected to result in annual 
organic 
growth (including minor acquisitions) in 
the range 
of 10% to 15%. Additional growth will be 
achieved 
through structural transactions and major 
acquisitions. 
�An operating margin of 9%, excluding 
amortization 
of goodwill. 

1999 TietoEnator’s objectives are: 
• Organic growth at least in pace with market growth 
• Additional growth through acquisitions 
• Operating profit margin (EBIT) to exceed 10 % 
• Each business area to create shareholder value 
• The employer preferred by IT professionals. 

2000 TietoEnator´s long term objectives are: 
• Revenue growth 20% 
- Organic growth at least in pace with market growth 
- Additional growth through acquisitions 
• Operating profit margin (EBIT) to exceed 10% 
• Each business area to create shareholder value 
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• The employer preferred by IT professionals  
2001 TietoEnator´s long term objectives are: 

o Top line growth over 20 % . 
o Organic growth at least in pace with market growth, additional growth through acquisitions 
o Operating profit margin to exceed 10 % 
o Each business area to create shareholder value 
o The employer preferred by IT professionals  

2002 Our long-term goals are: 
• Top-line growth over 20% 
• Organic growth at least in pace with market growth, additional growth through acquisitions 
• Operating profit margin (EBIT) to exceed 10% 
• Each business area to create shareholder value 
• The employer preferred by IT professionals 

2003 TietoEnator's long-term goals are: 
• Top-line growth over 20 % 
• Organic growth at least in pace with average market growth, additional growth through 
acquisitions 
• Operating profit margin (EBIT) to exceed 10%  
• Each business area to create shareholder value  
• The employer preferred by IT professionals 

 
Strategy  
1996 - Enator develops and delivers competitive, 

integrated IT solutions and 
communication systems to meet customer 
needs for general and industry-specific 
solutions. The systems are based on 
expertise, services and products that 
ensure optimal utilization of information 
technology by customers in all fields of 
operations and which always represent 
the best quality and range of products 
available in the global IT industry.  
Enator’s business relations shall be 
characterized by the ability and desire to 
understand customer operations and 
business cultures, both in terms of 
strategic development and daily business 
operations. Enator’s operations are 
characterized by the spirit of a small 
company within the framework of a large 
group. Its business approach offers the 
advantages of a small company in terms 
of speed of action, desire to serve and 
flexibility in combination with the 
advantages of a large group, with respect 
to resources, economies of scale and 
stability. 

1997 - Enator develops and delivers competitive, 
integrated 
IT and communications solutions to meet 
customer needs for general and industry-
specific requirements. 
The systems are based on expertise, 
services and products that guarantee 
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customers optimal utilization of 
information technology in all areas of 
operations that, based on the Group’s 
own resources or those of cooperation 
partners, always represent the best 
quality and range of products available in 
the global IT industry. Enator’s mission is 
to assume positions of market leadership 
in all areas of Group operations, 
with particularly strong focus on system 
solutions, 
communications solutions and support. 
Business relations should be 
characterized by the ability and 
willingness to understand customer 
operations and business cultures, both in 
terms of strategic development and 
everyday business operations. 
Enator’s business approach offers the 
advantages of a small company in terms 
of speed of action, desire to serve and 
flexibility combined with advantages of a 
large group, with respect to resources, 
economies of scale and stability. Market 
and customer trends are controlling 
factors in Enator’s business strategy and 
direction. The Group’s main strategy in 
operations with present customer 
segments during the next few years is 
reviewed below. Business growth in the 
private sector will be focused on the 
following points:  
�Increased concentration on specific 
industry needs 
�Acquisitions as a part of the growth 
strategy 
�Stronger growth outside Sweden 
�Improved capabilities to win more 
partner contracts 
�Stronger focus on such growth areas as: 
�Internet/intranet 
�Electronic commerce 
�Integration of data and 
telecommunications and computer 
supported telephony 
�Support 
�Security  
Increased focus will be placed on 
profitability in 
public sector operations through: 
�Securing a carefully planned departure 
from 
present contract operations 
�Implementation of a carefully weighted 
generation 
shift in existing applications products 
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�Increased focus on packaged IT 
solutions with 
higher consultant content 
�Sharper prioritization of proprietary 
applications 
�Less self-financed development and 
more customer-financed modification and 
system integration 
- A broader range of services in such 
areas as: 
�Internet/intranet 
�Electronic commerce 
�Tele-Medicine 
�IT in schools 

1998 Tieto focuses on those sectors of professional 
services, processing and network services, 
and packaged software services in which it 
can gain the best expertise in the market, 
command a solid market position and achieve 
strong profitability. 
 

Enator’s basic strategy focuses on 
creating growth by: 
�developing present business and 
present  customers, 
�developing the ability to acquire large 
partnership and outsourcing contracts, 
�creating business that results in frequent 
repurchasing, 
�more transactions higher up in the 
customer’s 
value chain, more concepts and solutions, 
and a 
sharper focus on specific industries, 
�broadening business geographically and 
achieving equal positions in more Nordic 
countries over the long term, 
�continuing to strengthen the Enator 
brand name.  

1999 TietoEnator focuses on high-value-added IT services as the partner of its customers in 
segments of the market where it can maintain superior expertise, a strong market position 
and solid profitability. When building the information society by consulting, designing and 
hosting customers’ core businesses in servers and networks, it is essential for TietoEnator 
to work in close cooperation with customers and to be their strategic partner. To become a 
credible strategic partner, an IT services provider must possess a strong knowledge of its 
customers’ businesses combined with solid expertise in the latest information technology. 
This is why vertical specialization is vital for TietoEnator’s success. TietoEnator focuses on 
vertical markets that represent the strongest Nordic industries and the most in-depth 
accumulated expertise of Enator and Tieto. These sectors are Telecommunications, 
Finance, Public Services and the Forest Industry. In addition to these vertical customer 
segments, TietoEnator also serves the postal, retail, energy, media, travel and tourism, 
transportation, logistics and process and manufacturing sectors. Within them TietoEnator 
elaborates on its expertise to create reusable products and services. 

2000 TietoEnator’s strategy is to focus on high-value-added IT services, partnering customers in segments of the 
market where it can maintain superior expertise, a strong market position and solid profitability. 
When building the information society by consulting, developing and hosting customers’ core businesses in 
servers, networks and terminals, TietoEnator seeks to act very close to its customers 
as their strategic partner. To become a credible strategic partner, an IT services provider must possess a strong 
knowledge of its customers’ businesses combined with solid expertise in the latest information technology. For 
this reason vertical specialization is so vital for TietoEnator’s success. TietoEnator focuses on sectors that 
represent the strongest Nordic industries and deepest accumulated expertise of Enator and Tieto. These sectors 
are bank & finance, telecommunications, public services and the forest industry. Within these sectors 
TietoEnator further builds upon its expertise to develop reusable products and services comprising consulting, 
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concepts, components and ready-made products. In the IT value chain TietoEnator’s main strengths are in 
developing and managing the most complex data systems and also in network and application support. This 
enables the company to provide its customers with a comprehensive systems management service that includes 
operating services and systems maintenance. TietoEnator’s growth targets can only be achieved through a 
combination of organic growth and acquisitions. Investments are needed for both internal development and 
acquiring new business units. The criteria for allocating resources are derived from TietoEnator’s strategy. 
TietoEnator invests in products and services where it can achieve and maintain superior expertise, a strong 
market position and solid profitability. TietoEnator’s growth is based on growth in ready-made solutions in the 
global markets and operation in partnership in the Nordic and in continental Europe. TietoEnator’s spearhead 
solutions in the global markets are mobile and Internet banking, mobile data communications and media, digital 
government, and the digital forest chain. The same strong North European business sectors also form the basis 
for growth in partnerships in Europe. 

2001 TietoEnator is positioning itself in the global competitive environment by means of strategic investments in 
segments of the market where it can maintain superior expertise, a strong market position and solid 
profitability. Our focus and differentiation stems from our background and our customers. TietoEnator focuses 
on vertical markets that represent the strongest Nordic industries and deepest accumulated expertise of the 
company. These sectors are banking & finance, telecom & media, the public sector, the forest industry and 
energy. Within these sectors TietoEnator builds on its expertise to create repeatable solutions that comprise 
concepts, components and ready-made products. Repeatable solutions represent the most crystallized form of 
our vertical expertise. When building the information society through consulting, and by building and hosting 
our customers’ core businesses in servers, networks and terminals, we must get very close to our customers; 
we must be their strategic partner. In order to become a credible strategic partner an IT services provider must 
possess a strong knowledge of its customers’ businesses combined with solid expertise in the latest 
information technology. This is why vertical specialisation is so vital for TietoEnator’s success. Our strong 
vertical focus leads us to two types of services: customer partnerships and repeatable solutions. In customer 
partnerships the emphasis is Nordic, in repeatable solutions global. Our focus areas in repeatable solutions are 
mobile and Internet banking, mobile telecoms and media, digital government, and the digital forest and energy 
chains. Our strategy is global leverage of vertical expertise. This means replicating our customer sector-specific 
solutions for new customers. These solutions are seeds for future partnerships. 

2002 Global leverage of vertical expertise We are positioning ourselves against the global 
competition by strategic investments in segments of the market where we can maintain 
superior expertise, a strong market position and solid profitability. Our strategy is global 
leverage of vertical expertise. Our focus and differentiation stem from our background and 
our customers. We focus on vertical markets that represent the strongest Nordic industries 
and deepest accumulated expertise of TietoEnator. These sectors are banking and finance, 
telecom and media, public and healthcare, and the energy and forest sectors. Within these 
verticals we further broaden our expertise into repeatable solutions comprising concepts, 
components and ready-made products. These repeatable solutions represent the most 
crystallised form of our vertical expertise. When building the information society as 
consultants, developing and hosting our customers´ core businesses in servers, networks 
and terminals, we need to get very close to our customers; we must be a strategic partner 
to them. In order to become a credible strategic partner, an IT services provider must 
possess a strong knowledge of its customers´ businesses combined with solid expertise in 
the latest information technology. This is why vertical specialisation is so vital for our 
success. Our strong vertical focus leads us to two types of services: customer partnerships 
and repeatable global solutions. In customer partnerships the scope is Nordic, in 
repeatable solutions global. In the latter, our focus areas are mobile and internet banking, 
mobile telecom and media, digital government and healthcare, and the digital forest and 
energy chains. Customer partnerships strongly support the development of repeatable 
solutions. In turn, co-operation with customers that starts with repeatable solutions will 
often expand into a wider partnership. Vertical expertise is deepened in customer 
partnerships and multiplied in repeatable solutions. 

2003 TietoEnator's strategy is global leverage of vertical expertise. 
We are positioning ourselves in the global competition by means of strategic investments in 
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segments of the market where we can maintain superior expertise, strong market position 
and solid profitability. Our focus and differentiation is stemming from our background and 
our customers. We focus on vertical markets that represent the strongest Nordic industries 
and deepest accumulated expertise of TietoEnator. These sectors are finance, 
telecommunications, public, healthcare, energy and forest sectors.  Within these verticals 
we further broaden our expertise into repeatable solutions comprising of concepts, 
components and ready-made products. These repeatable solutions represent the most 
crystallized form of our vertical expertise. When building the information society by 
consulting, developing and hosting our customers´ core businesses in servers, networks 
and terminals we have to get very close to our customers; we must be a strategic partner to 
them. In order to become a credible strategic partner, an IT services provider must posses 
a strong knowledge of its customers´ businesses combined with solid expertise in latest 
information technology. This is why vertical specialisation is so vital for our success. 
Our strong vertical focus leads us to two types of services: customer partnerships and 
repeatable global solutions. In customer partnerships the scope is Nordic, in repeatable 
solutions global. In the latter, our focus areas are mobile and internet banking, mobile 
telecom and media, digital government and healthcare, and the digital forest and energy 
chains. Customer partnerships strongly support the development of repeatable solutions. In 
turn, co-operation with customers that starts with repeatable solutions will often expand into 
a wider partnership. Vertical expertise is deepened in customer partnerships and multiplied 
in repeatable solutions.  

 
Values  
1996  we base our operations on three 

fundamental 
values: 
�Participation 
�Respect 
�Independence 
The values listed above shall provide 
guidelines 
both in cooperation with customers and 
between 
colleagues and fellow employees. 

1997  The Group’s common values are based 
on the 
following concepts: 
�Participation 
�Independence 
�Respect 
The common values are implemented 
systematically in all parts of the Group. 
These values unite and provide guidance 
for employees working in cooperation with 
customers and other Enator employees.  

1998 Tieto’s leading values are Customer Benefit 
and Personal Growth. The company 
generates added value for its customers and 
owners through a high level of know-how, 
while offering top professionals in the field 
continuous opportunity to grow and develop. 

For a knowledge company like Enator, 
operating 
in the dynamic IT market, new forms of 
business, 
organization and work are developing 
constantly. 
As a result of the pace and degree of 
change, traditional control tools and 
instruments become outdated quickly. 
Instead, our operations are based on the 
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following common values: 
�Participation 
�Respect 
�Independence 
Enator’s fundamental values should guide 
us 
in our work with customers and as in 
relations 
between Group employees. 

1999 The leading values of the company are Participation, Customer Benefit and Personal Growth. 
TietoEnator’s work requires strong involvement and commitment. It has to create strong added value for 
its customers as well as offering its employees a continuous opportunity to grow and develop as 
individuals and team members.  

2000 TietoEnator profiles itself as a dynamic and professional European IT services company with a strong Nordic 
background. The company’s values are customer benefit, participation, and personal growth. TietoEnator 
requires strong involvement and commitment from its employees, but in return it offers continuous opportunity 
to grow and develop as an individual and team member, creating strong added value for its customers.  

2001 TietoEnator profiles itself as a highly professional European IT services company with a strong Nordic 
background. Our values are Customer Benefit and Personal Growth. All our work reflects a strong commitment 
to creating added value for our customers. Customer benefit means continuously improving our expertise and 
performance and making sure that our customers gain a fair share of those improvements every day. The work 
we do should also provide our people with continuous opportunity to grow and develop as individuals and team 
members. 

2002 Customer benefit, personal growth 
We profile ourselves as a highly professional European IT services company with a strong 
Nordic background. Our values are customer benefit and personal growth. All our work 
reflects a strong commitment to creating added value for our customers while providing our 
people with continuous opportunity to grow and develop as individuals and team members. 

2003 Customer benefit, personal growth  
We profile ourselves as a highly professional European IT-services company with strong 
Nordic background. Our values are customer benefit and personal growth. All our work 
reflects strong commitment to creating added value to our customers and providing for our 
people continuous opportunity to grow and develop as individuals and team members. 
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Appendix 3: Major acquisitions and 
mergers  

 
Tieto 

 
Year Company 

1975 Finnsystems Oy 

1983 Avonius Oy 

1984 Tietojyvä Oy 

1987 Nokia computer center 
1987 Datema AB, Sweden 

1988 ASW Systems Oy 

1990 Tietoässä Oy  

1993 Finnish Data Power Oy 

1993 Carelcomp Oy 

1994 Datacity Information Systems Oy 

1994 Financial Software Technology Oy 

1995 Suunnittelu ja laskenta Oy 

1995 Dativo Oy 

1995 Procons Data Oy 

1995 VTKK-yhtymä Oy 

1996 Unic Oy 

1996 Avancer Oy 

1997 AXO Systems AS, Norway 
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1998 Huld & Lillevik AS, Norway 

1998 Oy Tietokonepalvelu Ab 

1999 Konst SIA, Latvia 

1999 Entra Data AB, Sweden 

1999 Enator AB, Sweden 

 
Acquisitions and divestments, Enator 

 
1991   Celsius acquires FFV, which includes Telub. FFV Ground Support 
is acquired. 
1992   Majority interest in Dotcom and 100 % of Miltest are acquired.  
           Telub Inforum's business in England is divested. 
1993   Försvarsmedia and Systecon are acquired. 
1994   Vexa is acquired. 

 
Enator 

 
1991/92   Rowika, Enator Kunskapssystem and Enator Ltd are divested. 
1992/93   Knight is divested. 
1994        Celsius acquires majority holding in Enator. 

 
Dialog 

 
1993   Kommundata changes name to Dialog. Trigon, L-Data, ADB 
Malmö and the CRS companies are acquired. 
1994   Dialog is acquired by Celsius. 
1994   The three subgroups Telub, Enator and Dialog are operationally 
co-ordinated within Celsius Information System (CIS).  
1995   CIS becomes an operationally independent sub-group within the 
Celsius group. 
1996   Adedata is acquired. CIS changes name to Enator and its shares are 
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listed publicly. 
1998   Acquisition of 51 per cent of Programmera. Acquisition of Kvatro 
Telecom (Norway) and SoftProjekt (Germany).Divestment of Enator 
Telemekanik.   
1999   Acquisition of NetDesign (Denmark). 
 
Source: www.tietoenator.com 
 

Major acquisitions after the merger 
 
Since 1999, several acquisitions and insourcings have been made.  
Forest MAS GmbH, Germany May 2000 

Healthcare European Medical Solutions Group, Norway Oct 2000 

Manufacturing 
Rautaruukki, Information Systems Unit, 
Finland 

Feb 2001 

Banking & 
finance 

Softema, Finland May 2001 

Retail  Tietokesko, Finland June 2001 

Telecom & 
media 

TietoEnator ISS, Czech Republic July 2001 

Telecom & 
media 

Nokia Networks, product development 
activities, Finland 

Oct 2001 

Processing & 
network 

Parcomp, Finland Dec 2001 

Banking & 
finance 
Processing & 
network 

Sampo Group, insurance IT services, Finland Jan 2002 

Banking & 
finance  Ementor Financial Systems, Norway April 2002

Telecom & 
media Lietuvos Telekomas, IT services, Lithuania June 2002 
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Processing & 
network 

Forest  Majiq, USA Sept 2002 

Telecom & 
media 

Sykora, Germany, Czech Republic Oct 2002 

Telecom & 
media 

Ericsson, product development for network 
systems, Sweden  Nov 2002 

Telecom & 
media 
Processing & 
network 

YLE Broadcasting Company, system 
development and operating services, Finland 

Jan 2003 

Government KPMG Consulting, Norway July 2003 

Processing & 
network 

TeliaSonera, mainframe data processing 
outsourcing, Sweden 

Aug 2003 

 
Source: www.tietoenator.com 
 
Examples of further acquisitions later in 2003 are Retail System 
(Norway) and Ki Consulting (Sweden). (www.tietoenator.com) 
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Appendix 4: Interview notes 
 

Interview notes 
Respondent A 

 
A is a Manager in Business Unit HR Resource Management. The focus of 
Tieto before the merger was on services and standard applications. Enator 
focused on standard applications. 
 
A says that the information about the merger was very good. There was a 
big meeting for all the managers at Arlanda, where Åke Plyhm and Matti 
Lehti informed about the merger. From the very beginning, there were 
external consultants involved, telling about the recognised cultural 
differences between Sweden and Finland, and starting processes to avoid 
cultural clashes. The employees’ expectations on the Swedish side were 
quite positive. This was because Enator was worried about, and even 
suffering from, decreasing market shares on the domestic market. 
 
Tieto was perceived as the driving force in the merger process. They were 
also financially stronger. Off the record, A says that the managerial power 
and skills probably were stronger on the Finnish side. They were stronger 
at the negotiations, and were perceived as more skilled even on the 
business (strategic and operational) level, because of Tieto’s good track 
record compared to Enator. 
 
Motives to the merger: There was a common strategy, a shared view on 
the industry and the market development. This made the parties mutually 
attractive.  
 
Success factors according to A: a common point of view (on the 
strategy), and thorough planning. 
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Market focus: 
Before: Tieto was strong on the government sector in Finland. Enator was 
very strong on the municipal market in Sweden. 
 
After: Finnish operations more focused on the private sector. Swedish 
operations focused on the public sector. 
 
The corporate currency is Euro. The corporate language is English. We’ll 
come back to the significance of the corporate language below. 
 
Effects from the merger: 
Better market position. 
Better position to enforce the strategy. 
A number of synergies achieved: 
 - common document templates and reports 
 - common way of measuring performance 
 - common steering models 
 - service and support systems 
 - processes and methods (these were more developed at Tieto) 
At R&M, the organization is product oriented, across the borders, rather 
than national. 
Common project (between countries) are a good way to integrate. 
Not all support processes are converged yet. Integration work ongoing. 
 
There was a fear from the Swedish side that Finland would dominate the 
corporation. There still is some anxiety, people discuss when new 
projects are started or new managers are appointed. Most Business Areas 
are locally organized, that is because the Business Units are local (“All 
business is local”). There are only a few truly cross-border organizations. 
 
About the name: 
The name TietoEnator was chosen very deliberately, due to the explicit 
equality strategy. The intention was not to let any of the companies 
dominate the new image, thus keeping up the good name among 
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customers and employees. TE is developing to the new logo (instead of 
“TietoEnator”). 
 
Employee perspective: 
The employee satisfaction surveys after the merger show that most 
employees find the merger a success. People are positive to the 
development after the merger and very confident about the company’s 
future. 
 
Integration and implementation 
As mentioned above, the cultural differences between the different 
nations were in focus from the very beginning. Finnish corporate culture 
was said to be more hierarchical, people are supposed to show more 
respect to the authorities. Management decisions are not questioned 
(openly). Finnish companies are better in documentation, processes and 
reporting. In Sweden, everything is discussed, the employees present their 
opinions and objections at meetings, and decisions are made in 
consensus. Communication styles differ – Finns expect all decisions and 
management instructions in writing. In Sweden, informal discussions are 
considered as an important steering method (?) among others. 
 
Management development programs (IMD, BETE, see Annual reports for 
more information about these). At the programs, real life cases are 
handled in cross-border projects. The project outcome is expected to 
contribute to the business (not only written reports). Common BA and 
BU level meetings across the borders (a few times every year).  
 
Extensive language training program on all levels (English) – a lot of 
resources was spent on this. Corporate language is important. 
 
Value changes 
Tieto was more unified, more mature, than Enator. Both have a long 
history of mergers and acquisitions. Mission and vision statements have 
not changed significantly after the merger – this is a sign of the common 
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perspective mentioned above (justifying the merger decision?) – can one 
draw conclusions about the prerequisites for merger success? 
The most visible value issue is Strategy – the importance of 
communicating and sticking to it. “TE Way”, Q&A pages on the intranet, 
screen savers, wallet cards, all things like this are used to communicate 
the strategy of partnership and vertical market focus on the high end 
segment. 
 
Identity, language, rhetoric, buzzwords 
Nordic identity 
Strategy 
Partnership 
Repeatable solutions 
Spearhead 
Customer value 
Service 
Supporting customer processes 
Employee growth 
 
What issues about the merger would be most interesting to study, 
according to A? 
The implementation/integration is still ongoing – why is that? It is 
obviously in accordance to the strategy, but why was such a “slow” 
strategy chosen? E g, the decision to integrate the business systems of 
Tieto and Enator was taken very recently, and the implementation is still 
to be done. On the HR side, Mr Friberg (Corporate HR Director) has 
declared that “we will wait for the demand”. This means that a common 
HR system will be implemented when the need arises. 
 
Strengths and weaknesses 
Tieto:  + partnership experience 
  + services and software development experience  
  + Nokia experience 
Enator: + service and software development experience 
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  +/- selling consult hours (“Bodyshopping”). 
  + Ericsson experience 
 
One very good thing is that both companies could contribute with 
experience from the telecom industry from different customers in 
different countries (Nokia and Ericsson). 
 
 

Interview Notes 
Respondent B 

 
B is formally the Managing Director of the Swedish legal entity within 
the BA Processing and Network (PN). Operationally, he is the head of the 
x group. 
 
PN has 2.500 (cf to notes from D interview – 750?) employees and is a 
horizontal Business Area within TE. 
 
PN is a globally based organization with a legal entity (company) in 
every major country where PN operates. 
 
PN is in the IT Service business; they manage the hardware (servers, 
workstations, networks) operations and support services for their 
customers. They are organized in a central Service Unit on one hand, and 
(local) customer solution units on the other. Customer solution units can 
buy services from the central support unit, or customize the support 
services for their customers’ special needs. The main thing is to leverage 
economies of scale, and reuse the solutions for several customers. 
 
Motives for the merger according to B: economies of scale. 
 
B says that the merger actually was a bad deal for Tieto. The Finnish side 
was powerful and profitable; Enator was suffering from low profitability, 
weakening demand and risky strategies. Enator is the winner in this 
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business. They were heading for serious trouble with their body-shopping 
strategy, especially when the demand was going to go down after the 
millennium shift. 
 
Strategy and market development 
Tieto’s business model has been implemented, instead of Enator’s old 
model. Some of the Enator’s old operations have sunk to almost nothing. 
Some others have been divested. On the Finnish side, operations have 
instead been growing. 
 
The IT Service industry has sunk in general, but TE’s strategy of 
outsourcing their customers’ processes has kept up their business over the 
“bad years” recently. TE is the most profitable company in the business, 
with 10 % profitability. 
 
The main difference between body-shopping and partnership businesses 
is the long-term stability of the latter: outsourcing contracts and other 
cooperation tools (JVs,?) give stamina to the deliveries, both sides win 
when the processes get cheaper by economies of scale, the know-how of 
the long term contractor is important for the customer, the vendor can 
have a long term view on their resources. In time & material delivery 
business the changes in demand directly affects the profitability and work 
force. Risky business. 
 
TE’s business model is customer focused, while Enator’s old model was 
product focused. This got the Swedish business into some serious trouble 
after the merger: the business and management support systems were not 
adapted to the new business model (the old ones were used), so the 
management actually lost track of how the business was going (and the 
profitability was actually poor after the 1999 millennium boom). After 
some turmoil, they have managed to get back on the track, but the 
business support systems are actually still the same (=confirmation of 
what A said). 
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Each BU has complete responsibility for their customers and profits. But 
this leads to a problem and a challenge: there is no Key Account 
function, or other customer coordination on corporate level, so each BU 
approaches customers from their direction – the old Indian Attack 
syndrome. Actually, there is a model for this in TE, but it is not used. 
 
Integration 
Another problem and challenge B mentioned is that there should be 
very good processes for knowledge transfer in a company like TE, and 
today this is not the case. KT to and from newly acquired companies and 
outsourcing objects is very important to create profitability and 
economies of scale through reusable solutions and best practices. There is 
a tool for this – the “TE Way” – but it is not implemented!  
 
Another effect of the strategy of concentrating on core business was that 
the customers to divested operations (e g defence) also stopped buying 
other services from TE – they felt that TE had given them up and were 
not interested in their other businesses either. Customers were lost this 
way. 
 
Why is TE doing better than the industry in general? 
Long term partnerships and vertical expertise is good to have in these 
times when business is slow – but the competitors will gain new ground 
when the demand goes up again – they are able to adjust their work force 
much quicker. 
 
Another reason for success is the Tieto profitability thinking: each BU is 
standing on their own feet, and if they don’t show profit they are out. 
 
JVs are more common in Finland – B thinks this is for cultural reasons. 
The thinking is more competitive in Sweden – the loyalty to vendors is 
lower. E g Nils Knutsson’s study on municipalities: 9 of 10 changed the 
business system vendor if the price was in the right neighbourhood, not 
considering the significant costs involved in system change. 



Internationalisation through Merger 
The Stategy of TietoEnator 

____________________________________ 
 

Linköping University 2004 
Rishi Randeniya and Jukka Roivas 

117

 
Tieto is definitely the dominating part in TE. 
 
The common opinion is the “Finns get all the good jobs”.  This could be 
that the TE people in Finland are more competent. 
 
In most acquisitions the local people are kept in management positions. 
 
Forest systems: TE has got 40 % of the global market. 
 
Spearhead solutions in banking and telecom – e g Provida – the 
Norwegian banking core system. 
 
Implementation 
B is missing the sense of urgency in the merger process – since Enator 
hasn’t felt any distress the changes have been delayed or postponed. 
Maybe the “urgency” is important, e g the management support systems 
we talked about earlier should have been changed first thing. 
 
B would not answer the question about the merger – if it was a success or 
not – B suggested that we would check the success criteria the board of 
the companies stated before the merger, and compare with the outcome.  

 
Interview notes 
Respondent C 

 
C’s position is on the Corporate level. Together with NN C forms the x 
function. They plan the large acquisitions and mergers. 
 
C is a Telub (Enator) veteran of 1975. C was one of the first persons to 
start planning the merger, in January 1999. The first propositions/talks 
between the top managers were started late in 1998.  
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The merger was formed as an offer from Tieto to Enator’s shareholders to 
exchange their shares in Enator to Tieto shares. See the prospect. The 
technical solution was chosen because of the Finnish accounting 
principles. It was an advantage to the shareholders to do it this way, 
instead of Enator buying Tieto. 
 
Motives 
Both companies had similar strategies, focusing on selected industries. 
Tieto had been more successful than Enator in fulfil of the strategy. But 
from a historical perspective, there were clear trends in Enator’s strategy 
of industry focus: Telub – defence, Kommundata/Dialog – public sector, 
Enator – banking & finance, telecom, trade & retail. 
 
In C’s’ opinion, strategy often is best formulated afterwards – it’s more 
like a historic description than a plan … Strategy is often what people are 
doing … 
 
Enator’s integrations strategy after all the mergers in 1992-99 was mainly 
focused on forming a new organization with the three industry focused 
divisions (vertical) and the two generic (horizontal) organizations 
(process & network, and software (was this the correct name?)). This 
looks exactly like TietoEnator’s organization today. 
 
Both T and E were out looking for a merger partner. The competition in 
the Nordic countries was from Nova (?) (Finland), WM-data (Sweden), 
EDB, Maersk Data, Kommunedata (Denmark), Merkantildata (Norway). 
These were the possible partners. 
 
The main motives were economies of scale, and economies of scope. The 
latter means gaining access to each other’s markets, not least 
geographically. Finnish companies had historically had difficulties in 
going abroad. This was partly because of cultural heritage, Finland being 
such a small, isolated country. After Finland’s EC (later EU) entrance, 
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things have changed. Finnish companies started looking for export 
markets. 
 
On Cultural Differences: 
C puts forward the (somewhat controversial?) opinion that there are 
bigger differences in business mentality between Swedish and Norwegian 
or Danish companies, than between Swedish and Finnish companies. This 
could have several causes: the 1000 years of common history between 
Sweden and Finland; the fact that many Finnish business people are from 
the Swedish speaking minority in Finland, with a common language and 
culture with the Swedes; the educational system in Finland, with the 
Swedish heritage at the universities and the habit of Finnish business 
students of studying and practicing in Sweden. C opinion is interesting, 
because I, with some support from Hofstede, claim that cultural 
differences between Sweden and Norway are minimal, and that the 
Danish also are very close to the Swedes.  
 
A lot of business people in Finland are Swedish speaking – but there is a 
difference between the “native” Swedish speaking Finland-Swedes and 
the native Finnish speaking Finns. The Finns prefer to speak English with 
Swedish business colleagues, despite the fact that they are well educated 
and practically fluent in Swedish. This could be their choice, in consensus 
with the Swedish business partners, for egalitarian reasons, and for 
improved quality (diminishing the risk for misunderstandings when the 
words and formulations must be agreed upon). C also claims that the risk 
for misunderstandings is lesser when the business language is English – 
despite the similarity of the Swedish, Norwegian and Danish languages.C 
says that the risk for misunderstanding is greater when “Scandinavian”, a 
mixed-up or compromise language, is spoken in business discussions 
between Swedes, Norwegians and Danish. 
 
Other differences in corporate culture, or working-life behaviour, 
between Finland and Sweden: 
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Finns: do it - see what happens - correct during the process if something 
goes wrong 
Swedes: discuss the matter from all angles – agree to the plan in 
consensus – do it 
 
When giving orders: in Finland there is no discussion. This is the 
common way of thinking in many countries – the co-workers assume and 
accept that the manager is educated and experienced, and knows best 
what is to be done and how. The decision is not questioned. 
In Sweden, the managers listen to the opinions of the co-workers before 
deciding – they explain why something should be done, clarify the 
context, and try to reach consensus. This is unique! 
 
Consequences of the Merger 
There are two headquarters. The CEO and the corporate legal and 
financial departments are located in Finland because the company is 
legally Finnish. The Deputy CEO, HR Staff, Corporate Communications 
and group development are located in Sweden. 
 
Growth has been better in Finland than in Sweden. In Finland, the large 
international IT service companies (e g IBM, HP, EDS, CSC) have not 
been present up to this day. These companies have used Sweden as a pilot 
market for new concepts. This is one cause to the severe competition in 
Sweden. 
 
In Finland, the recession in the early nineties was deep. This caused IT 
cost reductions and enforced the outsourcing trend. The recession has hit 
Sweden after year 2000, causing similar IT market development as earlier 
in Finland. TietoEnator has now 40 % of the IT services market in 
Finland, and only 10 % in Sweden.  
  
In Finland, the business logic is built on belief and trust – the CEOs of the 
customer and the vendor agree, and the mutual trust ends up in a long 
term supplier relation, if the supplier can keep up to their promises. The 
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IT services are often run at running costs, instead of fixed. In Sweden, the 
vendors are more exposed to competition; the customers are focused on 
price. 
 
The successful strategy of TE is focusing on industry specific concepts, 
solutions and components. Operations with low value added are avoided. 
Intimate relations to customers are very important. No other Nordic IT 
company of size has been able to implement this strategy because the 
need of great market power and industry expertise. WM-data announced a 
similar strategy for a couple of years ago, but have been forced to go back 
to their more diversified business thinking. 
 
(C mentioned something about 6 independent BAs, and an upcoming 
organizational change where the COOs (heads of the BAs) report to the 
CEO. I didn’t get the whole thing). 
 
Critical success factors for the implementation of the merger 

- speed. This comes from Tieto 
- good planning. This comes from Enator.  
- There was, and still is, a positive tension between speed and 

planning, the Finnish and the Swedish ways, creating an 
atmosphere of energy and committment 

- The status of the Merger Prospect. It communicated the strategy 
and the plan, detailed and operative, and gave a promise to the 
market and other stakeholders 

- Post-merger Integration project 
- Awareness of the cultural differences 

 
The expected difficulties were in the cultural area. An external consultant 
with experience of cross-border mergers was engaged early in the 
planning phase, giving valuable advice to the management. Her advice 
and efforts were used in the implementation and integration phases, too. 
This made TE aware of the cultural differences, which were accepted 
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without any desire from any side to try to change the value system or 
behaviour of the other. 
 
Unexpected difficulties:  
C has found it hard to explain for Finnish managers that there are 
differences in market behaviour between Finland and Sweden. The 
Finnish business model could not be duplicated to Sweden. In Sweden, it 
is a buyer’s market – the IT managers (CIOs) are in charge of the buying 
process and decisions. In Finland, the CEOs of buyers and vendors have a 
close relationship and the buying is in the hands of the CEOs. 
 
There is even a language problem with the word “partnership” 
(“partnerskap”) in Sweden, according to C. The word “partnerskap” has a 
meaning of joined efforts and common risks for the Swedish 
businessmen, while in Finland the word simply describes trust and 
intimacy in a long-term vendor-buyer relationship.   
 
Culture influences/power balance 
Culture and values in TE have been influenced from both Tieto and 
Enator. The HR policies have been more influenced by the Swedish side. 
Thorough planning processes are also more a Swedish feature. Stringency 
and strictness in management has been influenced from Finland, although 
this might be a personal virtue of the CEO, Matti Lehti. Also the strategic 
message – highlighting a few important issues – is influenced by the 
Tieto way. The strictly profitability based performance assessment of 
Business Units is also a Finnish item – good and bad performance is 
clearly and openly communicated, and the unprofitable operations are cut 
off. 

  
The large divestments in Sweden (defence operations and Dotcom) were 
not a part of the original strategic plan at the time of the merger. Defence 
operations were sold at a good price because the management saw that 
there was no growth in the defence industry, and the defence was a 
substantial part of the Swedish operations. Dotcom was not within the 
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core business of TE. The money for defence operations was good, and 
was partially used for the acquisition of Entra Data and for buy-back of 
TE shares from the market in order to keep the share price up. 
 
Tieto      Customer oriented business Model 
Enator     Production oriented business 
Model 
 
Customer oriented business model: - focuses on the building long-term 
relationships with the customers. The purpose is to do the entire IT 
services to its customer gradually. Looking out and helping the customer 
for more or less in all their IT needs and services. This system might not 
necessarily generate huge profits short term, the idea if to keep the 
customer for a longer term basis.   
 
Production oriented business model: - This to model only concentrates on 
the on the profitability. The main purpose of this is to create IT service to 
the lowest cost with acceptable quality. This system does not very much 
converge on the after sales and keeping the customer for their selves. The 
goal is to generate short-term profits.  
 

Interview notes 
Respondent D 

 
D is a “Kommundata” veteran, employed in 1975. D is the Vice President 
of Business Area Processing and Networks (PN) and the head of Central 
Operation Services (COS) within PN. PN (or was it COS?) has about 750 
employees and a turnover of 150 Million Euro. 
“TE is building the digital society – we are producing it”, says D. PN 
sells their services (a complete delivery of HW, network and SW 
operations and support, even on-demand, management consulting, and 
financing) to other TE units on a non-profit basis since the merger in 
1999. Before that, the BA was a profit centre within Enator. PN has a 
good business model according to D. The HW operations for servers and 
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network are global, with Power Centers (that is, hardware centers where 
the servers and network equipment are physically operated) in Stockholm 
and in Helsinki, with a back-up central in another location in Finland. The 
Customer Service Units are divided into different areas: Sweden, Nordic, 
Finland, Global, and New Businesses. 
 
PN is a horizontal Business Area, meaning that they sell their services to 
the other vertical and horizontal BA:s within TE. They are transforming 
the organization from a product orientation to process orientation. PN has 
the highest scores in the TE internal employee satisfaction surveys. 
  
Market development and behavior 
The competition in IT services is fierce, and there is a hard pressure on 
costs and profits. The main global competitors are IBM, HP, and CSC, 
and, locally, Nova Group (in Finland) and companies like WM-data and 
Volvo Data (in Sweden). 
 
The relationship to companies like IBM and HP is problematic since they 
simultaneously act as suppliers and as competitors to TE. There are no 
real partnerships, only loose operational connections. HP and IBM have 
the benefit of offering HW, SW and operations in bundled solutions, 
being able to press the prices in in order to win new market shares. TE 
and their customers, naturally, have to buy the HW externally, from IBM 
or HP. 
 
The difference between Swedish and Finnish market behavior is that the 
Swedish market is more open for competition, with short (3-5 years is too 
short, according to D) contracts on IT services. Due to this the prices and 
profits are lower than in Finland. D says that in Finland, the banks and 
insurance companies for example, have outsourced for 5-7 years ago. The 
contracts are longer and the profits are higher in Finland. In Sweden, the 
outsourcing trend has only started.  
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The business tradition of proximity to the customer, longer relationships, 
and top-level management contacts, gives better profits in Finland. In 
Sweden, the market is more open, and customer contacts are more 
superficial. The differences in business traditions are due to cultural 
differences according to D (this confirms what Mr B and Mr C told us in 
earlier interviews). 
 
Strategy 
TE is trying to implement the same strategy (big key customers in 
selected industries, long-term pertnership contracts with customers). The 
market behavior is hard to change, which is one of the post-merger 
problems that D brings up: changing from an old strategy to a new one is 
not a simple task. Though the strategy is clearly communicated and 
totally accepted, the tools for the implementation are not provided. While 
focusing on the key vertical customers, the old smaller and diversified 
customer segments are left in the dark, and subsequently lost for TE. So 
business is lost during the change process, before the new customers start 
to create profit. (This is what B said, too, cf notes.) 
 
Integration process 
D says that the degree of integration (between the different former Tieto 
and Enator units) depends on the context and strategy of the Business 
Unit (BU): many BU:s are oriented to local markets and there the 
integration is not an issue. 
 
The integration process of the production units of Enator and Tieto started 
the first day after the merger in 1999. PN is a true cross-border 
organization where the processes and practices have been aligned for 
their global operation focus. This means that the best practices from the 
Finnish and Swedish operations have been evaluated and melted into the 
new business. Within the BA, there are so called Small Network Groups, 
where managers from different departments meet on a regular basis 
(regardless the national borders) in order to integrate the business cultures 
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and best practices. There are also cross-border educations for managers, 
which are a good help in the integration process.  
 
The integration process of PN was completed after 1,5 years. As 
mentioned above, PN is now a Nordic organization.  
 
Culture 
D can only recall small cultural problems after the merger. Eg, the 
Finnish and Swedish meeting styles are totally different: the Finns stick 
to the agenda, make decisions, keep the meeting times, and postpone 
matters that are not on the agenda or not possible to decide on. The 
Swedish discuss the matters, and other matters outside the agenda, in 
order to reach total consensus in all matters. The Finnish way is more 
efficient according to D. The Finnish management style is more 
hierarchical, and the managers have higher status and authority in 
Finland. The Swedish managament style is more team oriented. 
 
D says that there should have been more focus on the cultural 
development and education efter the merger. At the first management 
meeting in Arlanda, there was a 45 minute presentation by an external 
consultant, where some stereotypical cultural differences between Finland 
and Sweden were (superficially and unseriously) discussed. That was all 
– when the integration process started in PN, the managers and 
employees had to handle the cultural issues in their every-day work. The 
culture development was of low priority on the top management agenda. 
 
D tells an anecdote that illustrates the difference of focus between the 
Finnish and Swedish mangament styles: when the top managers had 
closed the deal, and were planning to communicate the news, Åke Plyhm 
(Enator) was planning to personally inform the employees as well as the 
Swedish press. He asked Matti Lehti (Tieto) how he was going to 
communicate the news to the Finnish press and to the Tieto employees. 
Mr Lehti had prepared personal information to the Finnish press. The 
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employee information was delegated to other people (at lower levels) in 
Tieto. 
 
Both sides have influenced the TE work-life behavior (company culture), 
but since the management is dominated by Finns (80 % of the corporate 
and BA managers are from Finland), the Finnish business culture is more 
established. Furthermore, the personal influence of Matti Lehti should be 
mentioned. He is a much respected person and a strong leader, 
acknowledged in the whole business community as one of the most 
influental IT profiles in Finland and, after the merger, in the Nordic 
countries.  
 
Strengths and weaknesses 
As an example of Swedish influence on the best practices, D mentions the 
PPS model (the well-renowned Enator Project Steering model) that has 
been established as the one and only project steering tool in the whole 
company. Tieto used several project models earlier, which caused some 
difficulties in continuity, co-operation, and knowledge transfer. 
 
An example of Finnish influence is the former Tieto knowledge handling 
tool, which now is established all over TE. This was not forced on the 
Enator side; instead, the implementation was due to the good quality of, 
and the need for, the tool. 
 
A difference between the countries on the operational level: it is easier to 
finance service development in Finland because of the customer 
proximity; the customer is more often involved in development projects 
in Finland than in Sweden. Another difference is that the IT service 
production within TE is cheaper in Finland due to larger volumes 
(economies of scale). The products, knowledge and quality are on the 
same level in Finland and Sweden. 
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Merger Motives and Synergies achieved 
The main benefit for Tieto (of the merger) is the access to the Swedish 
and international markets. Overnight, the local Finnish company became 
a major Nordic IT supplier. Enator on the other side has had good help 
from Tieto in surviving the Swedish recession after 2000.  Both 
companies have gained from the growth and internationalisation, the 
knowledge development, and the vertical strategy focus.  
 
Power balance development 
There was some discussion over the name “TietoEnator”. Still, five years 
after the merger, local customers, and some employees, often refer to TE 
as Tieto in Finland, and Enator in Sweden. The name was chosen to 
emphasize the equality of the parties, and to keep the good reputation of 
both companies. Today (2004), the reputation of TE as the leading Nordic 
IT service company is still very good, but the corporation is perceived as 
more dominated by the Finnish management. The power balance 
development seems natural since the Finnish market has been strong, and 
the Swedish market, turnover, and profits have been shrinking. 
 
 

Interview notes 
Respondent E, Market Manager 

 
One positive effect of the merger is that TE is a quite large IT company 
now. The chance for survival company is greater since the small IT 
suppliers probably will be gone within five years. E believes that there 
will be TE will be the object of acquisition attempts from larger 
companies.  
 
Negative: within a large corporation, the small and quick (local) entities 
have difficulties gaining attention and necessary decision power.  
 
There are some cultural differences between Finland and Sweden: 
Consensus decisions in Sweden, management decisions in Finland. 
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The strong sides of Tieto: Decisive management (quick decisions), and 
the complementary market segments (bank and finance, forest industry). 
A comment on the decision power: the decisions are made promptly, but 
there still is some bureucracy and hierarchies of power in TE, which is 
seen as a Finnish (Tieto) heritage.  
 
The strengths of Enator were deep expertise of the customers’ business 
processes, and very good customer relations. 
 

The development of a common corporate culture is not perceived as an 
issue that has been promoted by the top management, says E. To E’s 
knowledge, there are no surveys or other investigations about the cultural 
changes or integration effects on culture in TE after the merger.  
 

To some extent, the expectations of E on the merger outcome have 
become reality: e.g. there has been a significant change towards a more 
centralized control and management policy. No cultural clashes noticed, 
the different management styles are mentioned above. E emphazises that 
the most important development is that TE now is a strong and healthy 
corporation. The size is essential for survival in the IT industry. The most 
negative thing is that the benefits of being a small company are lost; the 
central control is quite tight. 
 

 
 


