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Finnish firms expanding their operations in the Baltic Sea Region 
by Riitta Kosonen and Piia Heliste 

Finnish firms have been active in the Baltic States and especially in Estonia since the beginning of bilateral trade between 
Finland and the Soviet Union. It seems that the Finns have come to stay in the Baltic States. 
 
 
The motives for Baltic operations have somewhat changed in 
the course of time but in general, the operations of Finnish 
firms have grown constantly. Companies seeking for cost 
advantages have often later realised also the local market 
potential. Finnish providers of business services that have 
followed their customers to the Baltic countries have later 
expanded their customer base to local actors. Finnish firms in 
the fields of information technology, textile and furniture, have 
been seeking for cost advantages particularly in Estonia 
through outsourcing or own production operations. Retailers, 
foodstuffs industry and construction companies have been 
attracted by the growing Baltic markets.  

Among the Baltic countries, Estonia has been the easiest 
market for Finnish firms to enter. Most Finnish firms have 
succeeded well in Estonia, and some Finns have even 
gained the position of a market leader (e.g. HK-Ruokatalo, 
Vaasan&Vaasan, TeliaSonera). Considering the large num-
ber of Finnish firms operating in Estonia, there seem to be 
relatively few firms that have clearly failed. Estonia has actu-
ally been a test market for internationalisation for many Fin-
nish firms. For example, Elcoteq, which is currently operating 
globally, started its internationalisation from Estonia in the 
early 1990s. At the break of the millennium, also Finnish re-
tail and foodstuff companies started to look for growth 
through internationalisation and often headed to Estonia. In 
the future, one factor challenging foreign operations in Esto-
nia is the lack of labor force. In certain sectors there are al-
ready major difficulties in finding professional labor force. 
Companies often train their employees themselves. 

In Latvia, Finnish firms have encountered considerably 
more problems due to the unpredictability and lack of coop-
eration of the state or local administration. The stumbling of 
several Finnish firms in Latvia indicates that the Latvian busi-
ness environment is clearly more difficult than e.g. in Estonia. 
Although there are Finnish firms active in various sectors in 
Latvia (e.g. telecom, foodstuff, retail), individual investments 
made have been relatively small in value. 

As a rule, Finnish firms have entered Lithuania following 
their competitors. Therefore, they have faced relatively se-
vere competition in the Lithuanian market. However, it seems 
that Finnish operations in Lithuania have not witnessed any 
major problems as in Latvia. Finnish investments to Lithuania 
have been fewer in number but larger in value compared to 
Latvia. Investments have mainly been targeted to telecom, 
foodstuff, retail and energy sectors.  

During the past 10 years, the business environment has 
undergone tremendous changes in the Baltic countries. Es-
pecially Estonia has developed rapidly, and Finnish firms 
have a very positive image about Estonia’s business envi-
ronment. The Estonian legislation and other formal institu-
tions regulating the firms’ operations are on a western level. 
However, being based on German and other Central Euro-
pean models, the Estonian legislation partly differs consid-
erably from the Finnish one. For example, as regards issues 
concerning ownership of land and real estate, the knowledge 

of local lawyers is often indispensable. The problem is the 
lack of precedents and as yet unestablished legal praxis, 
which sometimes shows in unexpected court rulings. 

Also informal institutions in Finland and Estonia are be-
coming more similar. This is due to the foreign investments 
flowing to Estonia and importing western business practices. 
On one hand, business practices are modernising as the 
older generations are withdrawing from working life. Younger 
than 30-years-old-Estonians have not worked in Soviet com-
panies. On the other hand, there are still some clear differ-
ences between Finnish and Estonian business lives. For ex-
ample, the role of personal relations is emphasised in Esto-
nia, and the personal network of a candidate may be a cen-
tral factor affecting the selection of a local partner or man-
ager. Companies try to achieve good contacts e.g. with the 
local administration, which may in many cases speed up and 
ease problem solving. Corruption was a considerable prob-
lem in Estonia especially in the beginning of the 1990s. 
Lately, however, corruption has clearly diminished, although 
there are still some regional differences. In general, the cor-
ruption situation is much better in Estonia when compared to 
Lithuania or Latvia, not to mention Russia. 

Many Finnish firms nowadays view the Baltic countries as 
part of their home market, which covers the entire Baltic Sea 
region. Estonia alone is no longer an interesting target mar-
ket. Rather, Estonia opens avenues to business opportunities 
in the East (Russia) and South (other Baltic countries). How-
ever, Estonia’s potential as a stepping stone to Russia has so 
far not realised. Trade with Russia was expected to accumu-
late as the double tariffs were removed in conjunction with 
the EU membership. High expectations have been under-
mined e.g. by increasing import tariffs of metals from Russia. 
Russia has also tightened e.g. the hygiene requirements of 
imported Estonian foodstuffs. Nevertheless, all the Baltic 
countries undoubtedly have good preconditions to compete 
for transit trade to/from Russia as their ports and other com-
munication infrastructure are improving. As the cost advan-
tages are gradually disappearing, the competitive advantage 
of the Baltic countries will most likely increasingly base on 
their logistic potential. 
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This article is based on CEMAT’s research report “Interna-
tionalization of Finnish firms in the Baltic States in 1987-2004 
and Finnish investment experiences from Estonia” (in Fin-
nish) available at www.hkkk.fi/cemat.  

 
 
 

 

The information is gathered from a variety of sources. Pan-European Institute does not guarantee the accuracy of the data. 
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