Nora-Sakari Notes

· Zainal Hashim vice-chairman of Nora

· mobile telecommunications network is expected to be about 40 per cent a year in Asia between 1990 and 1994

· imperative that Sakari establish its presence in this region (Asia) to capture a share in the fixed network market.

· Vision 2020 program targeted Malaysia to become a developed nation by the year 2020

· Local companies in Malaysian telecommunication sector need to partner with MNC to get the technology needed to modernize Malaysian communications systems

· 5 year project worth RM2 billion to install digital switching exchanges awarded to five companies, including the proposed Nora-Sakari JV

· Nora considered other partners such as Siemens, Alcatel, and Fujitsu

· Sakari’s SK33, a digital switching system  based open architecture

· SK33 system was also modular and its software could be upgrade, Sakari was also willing to customize things

· Each side had invested RM3 million in promoting JV, flying to and fro

· Mattsson and Ilkka Juntila, Sakari’s representative in KL, were the key people in bring the two companies together

· Nora was founded in 1975 and is now worth RM16.5 million

· Nora has 30 subsidiaries

· Nora was in the ocean floor cable business, the telephone business, the payphone business, as well as others

· Nora was trying to move upscale in the telephone business but could not expand internationally so effectively due to fierce competition and lack of name recognition abroad

· Nora was founded by Osman Jaafar and his wife Nora Asyikin Yusof

· In 1980, Osman recruited Zainal Hashim to run day to day operations

· Zainal had been part of the Malaysian Muslim Youth Movement in his youth along with the current Finance Minister

· Nora spends 1% of earnings on R&D and wants to increase this to five or six percent over the next two to three years

· Zainal was active in promoting Islamic values in Malay employees of Nora

· Sakari founded in 1865 as a pulp mill

· Sakari wants to expand outside of Finland

· 17% of annual sales spent on in-house R&D

· Sakari planned to set up R&D centres in leading markets, including South-east Asia

· In its efforts to develop market position quickly (outside Finland), Sakari had to accept lower margins for its products, and often the Sakari name was not revealed on the product.  Recently it had started to market stuff under the Sakari name

· Finnish companies have a privileged relationship with the former Soviet Union

· Visa Ketonen president, Ossi Kuusisto vice-president

· Salleh Lindstrom who was of Swedish origin and a Muslim was part of Nora’s team

· Sakari’s team had an Egyptian Muslim engineer on it, plus someone of Malay decent who had been a manager at Sakari for more than 12 years

· Zainal said it was the most difficult negotiation he had ever experienced

· Zainal discovered Finns were not like North American or UK based firms

· Sakari was internally divided over perusing the Malaysian deal or a UK deal, which would be a subsidiary not a JV

· Kuusito was present when Zainal even in KL, they are of equal level perhaps, he supported the Malaysian deal

· Intense competition in UK market, no guarantee Sakari would win bid, Nora had already won the Malaysian bid

· Fear Nora would copy Sakari’s technology and become a competitor

· Solail Pekkarine, Sakari’s senior accountant was asked to be removed from negotiations due to cultural insensitivity

· Kuusisto did not come to KL this time and Zainal did not participate in the negotiations on July 6 and onward

· Nora could make a deal now with consultation with Zainal but Sakari had to refer to their board if they went beyond certain parameters

Contentious Issues

1. Equity Ownership: Finns wanted 49/51 split, Malays wanted 30/70, the Malaysian law wouldn’t let a foreign firm own more than 30 percent unless they did a substantial amount of exporting.  Malaysian government approval would be difficult if the Finns had over 30% ownership
2. Technology Transfer: where the switch would be manufactured, in Malaysia or in Finland
3. Royalty Payment: Sakari wants five percent of gross joint venture sales while Nora proposes two percent of net sales  Nora’s return on investment would be below 10% if royalty rates exceeded three percent of net sales
4. Expatriates’ Salaries and Perks: There is a lot of disagreement on what Finnish Expatriates should be paid with Nora taking a “take it or leave it” approach on this based on other joint ventures they had entered into
5. Arbitration: Should Kula Lumpur or Helsinki be the site for arbitration
