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A EUROPEAN FAMILY
COMPANY
This book tells the history of a Finnish company over the first two
generations of its owners, plus a little of the third. The Paasikivi
family started Oras in 1945 as a small engineering workshop, which
developed into a faucet company. For several decades operations were
confined to Finland but, from the 1980s, Oras spread to other parts
of Europe. Faucet production continues to this day under the name
Oras Group.
When Paasikivi family shareholdings had expanded to include
three industrial companies listed on the Helsinki Stock Exchange,
Oras Invest was established in 2004. It has been the instrument for
the family’s operations as active industrial owners.
By 2015, Oras Invest had holdings in Oras Group (100%), Uponor
(23%), Kemira (18%) and Tikkurila (18%). These companies do business
in many countries of Europe as well as the Americas and Asia.
The work of the Paasikivis in faucet production and as industrial
owners is a tale of a successful family business. In Oras’ home
country, companies like these are few. Neighbouring Sweden, on the
other hand, is renowned for large, thriving family companies that
stretch back for generations.
Although 80 percent of Finnish enterprises are small family
companies, few of them have expanded. Even some of those that
9

sought growth have subsequently stalled amid changing business
conditions and complications, although there are obviously exceptions.
Systematic studies of how family companies operate have produced
two schools of thought. Some see these companies as remnants of
the past, unable to grow or internationalise. Others take the opposing
view and regard them as capable of great dynamism. The subject has
seen intense debate, to which this book offers its own contribution.
The tale of Oras shows that, in Finland too, a family company is
capable of evolving into a successful international enterprise.
Major exporters, commercial banks and state investments in
industry have played a central role in the economic history of
Finland. The past few decades have seen the rise of Finnish-based
multinationals backed by institutional shareholders. There are,
however, alternative development paths, such as the story of Oras.
With the development of the Paasikivi family company,
entrepreneurship has led to growing technological skills, successful
marketing and expansion from the national arena to international
markets. Today their company also promotes entrepreneurship as an
industrial owner. At its best, it maintains or boosts the competitiveness
of its holdings at a time of global industrial restructuring.
10

The prevailing European economic crisis has given new relevance
to family companies. Could they contribute to solving economic
and production problems? Is industrial ownership by Oras Invest,
for example, a potential way of making corporate operations more
efficient? An industrial owner is by nature an active entrepreneur,
rather than a passive investor.
The crucial questions facing the development of family companies
are growth, internationalisation and generational change. These are
matters that this history of the Paasikivi family company closely
explores.
The history of Oras is divided by family generations. The first
Paasikivi generation set Oras faucets on an upward path while the
second implemented internationalisation and expanded the family’s
business operations into new sectors. The task of the third generation
is to develop active ownership in a global business environment.
Helsinki October 2015
Timo Herranen
PhD
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The First Generation

MANUFACTURING
PLUMBING FITTINGS
AND FAUCETS
1945–1959
After the war

The Oras basement
workshop, Gunnar
Valo at the lathe.
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The Second World War wrought great destruction in many countries
of Europe and the end of hostilities brought little immediate
improvement to European lives. National borders were being shifted,
refugees were criss-crossing the continent and reconstruction was
slow to get underway. Nevertheless the path to a better life was now
open, even if it would differ greatly from pre-war realities.
On the northern fringe of Europe, Finland had suffered five years
of war. Apart from its far north, which was sparsely populated, the
country had been spared complete desolation although bombings had
destroyed buildings in almost every town. Alongside suffering from
the fallen and wounded, the most important consequence of the war
was the loss of eastern territory to the Soviet Union. The population
from the ceded area was resettled elsewhere in Finland.
The arrival of peace left Finland facing many heavy burdens. The
most urgent need was housing for evacuees, war veterans, those
whose homes had been lost in the bombing, and others. At the
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same time large war reparations had to be paid to the Soviet Union.
In the longer term, employment and welfare demanded a push to
industrialise.
To prevent mass unemployment, evacuees and soldiers capable of
agriculture and forestry were settled on small farms. This boosted
agriculture in Finland’s employment structure. The small farm
became the predominant type of family business.
Jobs were also available in major state-run industrialisation
projects, such as hydropower construction. Moreover, Finland had
a significant number of private industrial companies, principally in
the forest industry but also in chemicals and engineering. Economic
policies in the post-war period were designed to provide manifold
support for exporters and major corporations. If nothing else worked,
the government devalued, cutting the external value of the Finnish
markka.
Numerically, however, the largest group of businesses consisted
of small and medium-sized companies serving the domestic market.
For a long period they had rather poor access to external financing.
Although a network of financial institutions spanned the country, big
banks were interested in major exporters. Small companies had no
capital for industrial investment. Not until the 1960s and 1970s did
the government start organizing finance for SMEs.
Despite the difficulties Finns were optimistic and confident that
hard work would pay off. Working in factories, on farms or in their own
businesses, the people had faith in a better future. The establishment
of families and a record high birth rate reinforced the effect.

A small industrial town
The first decades in the history of Oras are confined to Rauma, a town
on the west coast. It is an old town, having been established as early as
1442, half a century before Columbus sailed for the Americas. Rauma
was founded by Karl Knutsson, then the Swedish governor of western
Finland, later King Charles VIII of Sweden. Oras began operating in
Rauma in 1945 and the town remains the domicile of Oras Group.
After the war Rauma did not go back to its previous tranquil
existence. The little town of 10 000 inhabitants was transformed by
new industrial plant and residential areas, and the population soared
as industry sucked in new workers.
14
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Rauma had a railway connection, its own port and a diverse
industrial structure. New factories were established after the war.
Among its manufacturers were the Lönnström companies, engaged in
engineering and producing various metal products. Osy, a Lönnström
unit making faucets, was later demerged into a separate company and
began to compete fiercely with Oras.
Many small businesses were set up in Rauma after the war,
including a humble engineering workshop named Oras. One of its
founders, Kosti Oras, was known to the people of Rauma as a bus
service operator. Another founder, the principal entrepreneur in
the new business, was Erkki Paasikivi, Kosti Oras’ son-in-law. From
such modest beginnings the new company would grow rapidly and
become one of the biggest in the town in a few decades.

Establishing an engineering company
Oras Oy was established on May 8, 1945 by Kosti Oras, Erkki Paasikivi
and his wife Irja Paasikivi, who was Kosti Oras’ daughter. The man
who gave his name to the new company had operated cars and then
buses in Rauma since the 1920s. Erkki in turn was a 27-year-old who
had served in various places during the war as a gunsmith in the
munitions industry. Erkki and Irja Paasikivi married in 1944 and their
first son was born the same year.
The importance of Kosti Oras was reinforced by the fact that
initially he owned four-fifths of Oras shares, the rest belonging to
Erkki and Irja Paasikivi. His original idea was that the workshop
would handle bus repairs. The company’s first Articles of Association
mentioned repair work.
Kosti Oras also owned a three-storey apartment building near the
centre of Rauma and a bus garage alongside it. The workshop was in
the cellar of the apartment building. Kosti Oras and his family, like
Erkki and Irja Paasikivi’s family, lived in flats above it.
Until the end of the 1950s, workshop operations were centred
on the plot of the apartment building and bus garage. As the

Trademark used by
Oras in the 1950s.
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Oras was established
by Kosti Oras and I rja
and Erkki Paasikivi in
May 1945.
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company expanded, it moved into extra space in a yard building and
a neighbouring property. The site was a hive of activity, living and
working conjoined. The tumult died down when the workshop moved
to a new site at the start of the 1960s and, after a while, even the buses
found new premises for their garaging and maintenance.
Although Kosti Oras was the main shareholder in the company
until 1978, he did not participate actively in its work. Oras was shaped
by the work and views of Erkki Paasikivi. This made sense because
the bus transport business that Kosti Oras understood was rather
far from engineering. In the early phase, however, Kosti Oras made
a significant contribution in arranging finance. Bus operations
guaranteed a steady income flow, yielding funds for investment in
the engineering shop.
Thus the family company was founded and set in motion. The
finance required for its establishment and initial expansion was
provided without outside help, backed by a spirit of enterprise. Its
competence came from the fact that Erkki Paasikivi was a skilled
engineering professional who had experience of working in
companies in the field. Encouraged by his father-in-law he was able
to fulfil his dream of being an entrepreneur. Ambition grew with
success, driving him forward.
As is typical of family companies, work and leisure overlapped.
For the Paasikivis, father’s place of work had the same address as
the family home, so business matters were never far away. From
their earliest years the children followed company affairs closely. The
family business and its development became a natural part of their
upbringing.

The little machinery that the Oras company initially possessed was
located in a factory hall that had originally been the basement of
the apartment building. All the equipment was second-hand. At one
end of the hall was a small office room from which Erkki Paasikivi
managed the company, although he often came out to talk with the
workers or stand alongside a machine.
In the early years, only four people worked alongside him at Oras.
Then the number of employees began to grow. Erkki Paasikivi hired
skilled men who he knew personally. Many were acquaintances from
the local sports club. The first female workers arrived at the start of
the 1950s.
Skilled professionals were not easy to find because the fast
growth of industry had given Rauma a labour shortage. Apart from
competitive wages, what attracted people to Oras was the character
of Erkki Paasikivi. He treated workers as equals and took their views
into account. They saw the boss as honest in nature and trustworthy
in business abilities. It created a good spirit among Oras employees,
binding management and workers to a common goal.
At first the buses were repaired in the workshop, which made spare
parts for them, too. The company also reconditioned marine engines.
But repairs were not what Erkki Paasikivi wanted to do: his ambition
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The cellar workshop

Initially, Oras
produced a wide
variety of products,
even surgical tables
for hospitals.
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was engineering and he believed his employees were skilled enough
to create various engineering products and machines.
The products were made singly or in short batches. Oras
manufactured equipment such as milling machines, drill bits and
surgical tables. Everything that could be produced found a buyer, for
this was a time of post-war shortages. Customers were also motivated
to spend by the fast rate of inflation.
More difficult than selling the output was procuring the inputs.
When supplies became available, they had to be bought without delay.

Fittings and faucets
One such snap decision was made in 1947, when Erkki Paasikivi
bought up a batch of anti-aircraft grenade shells that were going
cheap. It took a while for him and the employees to work out how to
use them. Finally they came up with the idea of converting them into
radiator pipe connectors, of which they made a series of 50 thousand.
The connectors were sold to plumbing businesses, creating contacts
that would be important in the future.
Making the connectors was Oras’ first step in the production of
water fittings. The next step came in 1951 when it began to produce
faucets. These were simple taps that supplied either cold water or hot.
Oras did not have its own foundry so the tap bodies were ordered
from a local subcontractor, but Oras workers handled the production
stages of grinding, polishing and assembly. The taps were showcased
to consumers at Rauma Fair, where the company had had a stand for
several years.
Oras skills in this area developed rapidly because in 1953 it began
producing two-handle faucets. Soon the company had a range of
several faucet models. Sales of fittings and faucets were so good that it
could now concentrate on them. Following exemplars from Germany,
it began to produce a third type of fitting, radiator valves.
Erkki Paasikivi wanted the company’s new direction to be recorded
in its Articles of Association. These were updated in 1953 to state that
its business was “the manufacture and sale of fittings for water supply
and central heating”.
In the 1950s there was great demand in Finland for faucets. The
water supply system was rudimentary in the towns as well as the
countryside. Most town residences had only cold water on tap, and
18

residents had to heat it themselves for washing. In nine out of ten
country homes, water was still carried in from the well. It would take
decades to modernise the nation’s water supply.
After the hiatus of war, the construction of apartment building was
also resuming, supported by low-interest government loans granted
to housing corporations of private individuals. This too boosted
demand for two-handle faucets.

Bertta Aaltola
polishes faucet
components.

Foundry technology from Germany
Fairly soon after faucet production began, Erkki Paasikivi realised that
faucet bodies commissioned from outside suppliers were not always
up to requirements. He therefore decided that Oras should take over
the job of casting the bodies, using the best available technology in
the field. He found it in Germany.
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In 1953 he travelled to West Germany to study the latest methods
of casting fittings. Unable to speak foreign languages, he took with
him a business acquaintance to serve as interpreter. The German
Foundries Association advised the Finns to head for Solingen, a town
where Piel & Adey was said to be the leading company in the field.
It had been developing its PIAD gravity die casting system since the
1920s and produced high-quality electrical engineering products.
The PIAD system had already been licensed abroad so, when Erkki
Paasikivi decided that it met Oras’ requirements, he asked Piel & Adey
for an offer. The offer came at the start of 1955 and was affordable.
Together with a few close colleagues Paasikivi travelled again to
Solingen, where he signed a licensing agreement on 14 March 1955.
The PIAD precision gravity die casting technology licensed by
Oras covered design and production of the moulds, smelting of the
metal in a coke oven, instructions on use of special metal alloys and
the casting itself. Compared with other methods, PIAD casting had

Part of the licensing
agreement between
Piel & Adey and Oras
in 1955, which gave
Oras the right to use
the PIAD gravity die
casting system.
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many advantages. It produced more precise units in a cost-effective,
single-stage process. Construction of Oras’ own foundry was already
underway and the work was completed in summer 1955. There was
not enough space for the foundry next to the workshop, so a plot of
land had been procured at an industrial area a couple of kilometres
away. The investment was financed with a secured loan from a local
bank and by credit from a fund established by the government to
support small and medium-sized enterprises.
Technology transfer was arranged by sending Oras workers to study
the PIAD system in Solingen and by bringing Piel & Adey instructors
to Rauma. Werner Reinemann, who later became the technical
manager of Piel & Adey, spent many weeks in the Finnish town. He
enjoyed his time there so much that he took his summer holidays in
Rauma for several decades thereafter. At the same time he became a
close friend of many Oras workers, Erkki Paasikivi in particular.

The fittings market
Oras products were shown off to wholesalers and consumers at
the local Rauma Fair and at national Heating, Ventilation and Air
Conditioning (HVAC) exhibitions in Helsinki. The faucets and the
pipe fittings were sold to wholesalers, who marketed them to other
buyers. Oras’ clients consisted of several dozen local offices of the
wholesale organisations. Half of its production went to the five largest
customers. Customer relations were handled by personal visits and
marketing letters.
In the production of fittings Oras’ competitor was Osy, a
substantially larger organisation. It too operated in Rauma and had
a product range of several dozen plumbing fittings. Although Oras
was much smaller than its competitor in the 1950s, it was growing
faster. There were no other significant faucet producers in Finland
at that time.
In 1957, when import controls on fittings and many other West
European products were lifted, Oras and Osy began to face foreign
competition. German plumbing fittings now appeared on the Finnish
market, imported by agents.
From the perspective of Finnish producers, the deregulation of
imports was not an entirely bad thing because they too could exploit
it. Erkki Paasikivi decided to extend Oras operations to include the
21

Oras taps and
fittings on display at
a trade fair in Rauma
in 1951.

importing of foreign fittings and
their marketing in Finland. His
earlier success in licensing foundry
technology encouraged him to develop
new business relations with Germany.
Renowned fitting producers like Hans
Grohe, Rokal and Butzke-Werke now
became Oras partners. This also
fostered personal contacts because
representatives of the companies
often visited Rauma.
At times the sale of German
plumbing fittings was financially
very important to Oras. The products
rarely had competitors in Finland so
they could be sold at a good profit.
This protected Oras’ result during
economic downturns when demand
for its own products declined.
The deregulation of trade did not relate to importing alone but
created export opportunities for Finnish products. In 1955 Oras
received its first foreign orders, from Iceland. Three consignments
of two-handle faucets were exported there.
This first export deal encouraged Erkki Paasikivi to examine Oras’
future prospects. At a time of international trade deregulation, a
company that remained dependent on the domestic market was in
danger of losing shares to larger and more efficient foreign competitors.
On the other hand, exporting would provide opportunities to improve
corporate competitiveness.

Production at many sites
Oras’ business operations expanded rapidly in the 1950s. It was a
decade when net sales rose 15-fold, even after adjusting for inflation.
The workshop was no longer large enough, and new premises had to
be obtained in basements and attics in the area. The separate foundry
was, at this time, the company’s largest place of business and its only
premises that were purpose-built for industry.
The decentralisation of operations meant that semi-finished
22

products had to be transported back and forth on lorries. Even the
plating of faucets was done in a nearby town and they were sent there
and back by bus.
By the end of the 1950s the number of Oras employees – production
workers, managers and office staff – had passed 80. Another
milestone was the growth in the number of female employees. This
was a result of the trend in faucet and plumbing equipment towards
series production. It had been observed that women were better than
men at work that required continuous precision and diligence.
Oras developed rapidly during its first 15 years. Reorientation
towards to the fitting business and faucet production were decisive
steps forward. By licensing casting technology it boosted in-house
knowhow. Employees were competent and committed, and their
number could be increased to meet demand. The company had little
equity but enough to support loans to help finance growth. Erkki
Paasikivi’s entrepreneurial skills developed as operations expanded.
On the other hand, production at multiple locations was
problematic, requiring constant movement of products and staff, and
complicating product design and quality control. Operations needed
to be brought together if Oras was to continue to develop.

Oras employees in a
group photograph
from 1957.
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A DECADE AT THE
FIRST FACTORY
1960–1969
Centralisation of production
In 1959 Erkki Paasikivi decided that all Oras operations should be at
one place. It was easy to find a suitable plot of a new factory because
plenty of space was available alongside the foundry. Construction was
financed by local banks and the Industrialisation Fund, established
by the government to finance small and medium-sized industrial
investments. Building work got under way in summer of the same
year. The workshops were completed first and then the offices, which
came into use in October 1960. The factory was twice the size of the
previous premises.
The first modifications to the factory were made within a couple of
years, when Erkki Paasikivi decided that the chrome plating of faucet
bodies, previously outsourced, should be done by Oras itself. The skills
required for a plating line were again acquired from West Germany.
Karl Friedrich Mummert, an expert in electroplating, arrived in
Rauma from Solingen at the start of 1963 to provide training in how
brass faucets were chromed. The first plated faucets were produced
in April. Oras was now engaged in all the stages of faucet production.
At the start of the 1960s company operations were developing
faster than ever. The number of employees almost trebled in five

<< Oras two-handle
faucets meet official
noise standards,
proclaims this
advertisement from
the 1960s.
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years, topping 280 in 1965. More space was
required, and the production departments
and the office were enlarged in 1966. The
stock of machinery was modernised by
acquiring automatic lathes from Germany
and Great Britain.

The domestic market

A German brochure
displays the Oras
trademark in the
1960s and a drawing
of the Rauhankatu
factory.
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Two-handle faucets had become Oras’ most
important product and they were selling
very well because of the construction boom
of the 1960s. The Oras range contained a
faucet for every purpose. In the latter half
of the decade the company first tried its
hand at original faucet design but without
great success; industrial design was still in
its infancy.
Apart from faucets Oras manufactured
valves and various brass mouldings. It was
also continuing to sell German fittings and now Nordic ones, too.
Oras’ contract with Butzke-Werke was for the marketing in Finland
of its push-button, self-closing valves, timer-operated faucets and
laboratory faucets. It was under contract to sell Hans Grohe showers
and fittings and Rokal Miska faucets. Oras also held licences for
manufacturing these products and their parts.
In 1963 it obtained exclusive dealership in Finland for Ballofix
valves from Broen of Denmark. In 1968 it made a licensing agreement
for Stato radiator valves from Markaryds Metallarmatur of Sweden,
which allowed the temperature of rooms in a home to be individually
controlled.
It boosted its product marketing by opening a sales office in
Helsinki in 1964. The office handled customer relations and had
a product display that had previously been sited at head office in
Rauma. Marketing was also improved by dividing the country into
sales districts, each with its own representative.
Marketing communications emphasised that Oras faucets and
radiator valves brought a better standard of living. Finland had
far to go in this respect. By the end of the 1960s, still only one in

four Finnish households had its own bathroom, although in the
countryside almost every house had a sauna.
All new apartments were being built with bathrooms, which were
gradually becoming more common in older, renovated properties, too.
Living standards were on the rise, and so were the numbers of home
wash basins and faucets.

Modest export beginnings
Finland became a member of the European Free Trade Association
in 1961. The agreement lowered customs barriers and would
eventually eliminate them completely. EFTA membership gave
small and medium-sized Finnish enterprises new opportunities for
exporting. The Finns began to speak warmly of “fresh exports”, to
distinguish them from the traditional exports of big forest industry
and engineering companies.
Even in Rauma there were companies investing in exporting and
looking for Nordic customers. Oras, for one, set its sights on Nordic
markets, where it made agreements with import agents on product
marketing. In Sweden it was represented by Armaturjonsson, in

In line with German
exemplars, Oras
acquired a semiautomatic chrome
plating plant for its
factory in Rauhankatu
in 1963. A plating
expert, Karl Friedrich
Mummert (second
from the right) moved
to Rauma from
Germany to instruct
Oras employees in its
use. He headed the
plating plant as an
Oras employee for
three years.
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Oras faucets on
display in 1969
at a trade fair in
Næstved, the Danish
town twinned with
Oras’ home town,
Rauma.

Denmark by Broen Armatur and in Norway by Olsen & Grønvold. It
was a source of pride to Oras that its faucets were good enough for the
outside world although in fact exports were only modest throughout
the 1960s.
In 1967 it took part in its first international HVAC fair, the ISH in
Frankfurt, West Germany. The company trusted in the prospects of its
products. It believed their design and technical characteristics were
the equal of what Europe’s major manufacturers could offer.
28

Company growth brought novel problems for Erkki Paasikivi to solve.
Many of these concerned the staff. It was extremely important to
recruit capable managers. The first had come in the 1950s and more
were taken on in the following decade.
The management staff proved to be highly competent, a sign that
Erkki Paasikivi was a good judge of character. Many worked for the
company for decades, generally to the end of their careers, and many
became close friends with the managing director.
It was initially difficult for him to accept the unionisation of
workers. When the Rauhankatu factory started operating in 1960, the
workers wanted to organise but he said that union representation was
unnecessary in his enterprise. Oras had only about 100 production
workers and office staff at the time, so he may have believed that he
could still settle matters individually with everyone. He may also have
been deterred by the political divisions in the national labour union
movement and perhaps feared that disagreements would disrupt
production.

THE FIRST GENERATION

Human resources

Oras first participated
in the Frankfurt
ISH Fair in 1967.
Its modest stand
displayed faucets
with handles
designed by the
renowned designer
and sculptor Tapio
Wirkkala of Finland.
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A landmark
agreement, reached
at Oras in 1965, on
measuring the time
used in piecework,
was one of the first of
its kind in the Finnish
engineering industry.
It was signed by Risto
Toivonen (left) for the
employees and Erkki
Paasikivi for Oras.
Behind them are
Veijo Mäkinen, Mikko
Pitkäranta, Lasse
Aarniketo and Raimo
Lindroos.
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When the workers again tried to form a local union branch in 1966,
his opinion had changed. In six years the number of Oras employees
had almost trebled and the previous personal style of management
was no longer possible.
Fairly soon, all production workers were union members. They
chose a chief union representative and each factory department had
its own elected official. The office staff also joined an association that
operated in the town and had their own elected representative.
One reason for Erkki Paasikivi’s change of heart may have been
that agreement was reached with the employees on a system for
measuring working hours that would form the basis for piecework
pay. Moreover Oras already had several years of successful experience
with a statutory Works Council, an advisory body of employer and
employees for discussion of production questions.
In 1968 a working safety committee was established alongside the
Works Council. Occupational health care started up in the same year.
A staff magazine had begun to appear in 1967, at first annually.
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Erkki Paasikivi’s
50th birthday was
celebrated on 3
December 1967. With
Erkki and wife Irja
were their sons Jari
(left), Jukka and
Pekka.

A decade of progress
For Oras the 1960s was a period of steady development and optimism,
as evidenced by its net sales, which increased by a factor of eight
during the decade. The time of internationalisation of the economy
and markets was treated as a challenge to be embraced. It was not
in Erkki Paasikivi’s nature to mark time and settle for the status quo.
Future success would require high quality products and lower unit
costs. The only way to achieve this was by production in large series
and by replacing manual work with machinery. When a fire destroyed
the chrome plating department in January 1969, the time had come
to relocate the factory.
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EARLY YEARS AT
A MODERN FAUCET
PLANT
1970–1975
The Isometsä factory
Erkki Paasikivi and the Oras executive team believed that the company
should increase its exports so that production would be in larger
series, with lower unit costs. Production could not be expanded at the
present location because the area was entirely built up. They found
a suitable location for a new factory on the north-east side of Rauma
in the Isometsä industrial area, where there was also room for future
enlargement.
The new Oras factory took its name from the district. It was decided
that the Isometsä factory would initially house the chrome plating
department and all the units for subsequent production stages – the
assembly, warehousing and dispatch departments. Prior production
departments – casting, machining, grinding and polishing – would
remain for the time being at Rauhankatu, along with the tool
department and the company’s office.
Construction at Isometsä was financed by commercial banks
and the Industrialisation Fund. A contract for the electroplating
32

With the completion
of its new factory in
Rauma 1970, Oras
now had a fully
automatic plant for
nickel and chrome
electroplating. It was
supplied by Upo Oy
of Finland.
33

Looking for a site
for a new factory at
Isometsä, Rauma’s
nascent industrial
area, in May 1969.
Accompanying Erkki
Paasikivi (left) are the
Mayor of Rauma E.
H. Oksanen (centre)
and Pekka Paasikivi
(right).
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department was made with a Finnish engineering company Upo,
which would supply a fully automatic plant for nickel and chrome
plating, the largest in Finland. Excavation on the plot began in June
1969 and construction in August. It was complete within a year.
The Isometsä factory was inaugurated on Oras’ 25th anniversary
on May 8, 1970. Guests shown around the factory were told that
more sophisticated electroplating machinery and equipment existed
nowhere in Europe. The factory was controlled by a computer which
could run as many as four process programs at the same time.
The first phase of construction at Isometsä marked the start of a
new period in Oras’ development. The impression was reinforced
by a new logo published during the celebrations, in which the “r” in
Oras resembled a faucet.
Construction at the factory continued in the years that followed.
When the second stage was ready in 1973, Isometsä was almost twice
the size of the factory at Rauhankatu. All the departments except the
foundry moved there. Of the 500 Oras employees, two-thirds now
worked at Isometsä.
Rapid transformation in the space of a few years tells of the
dynamism of Oras. Although there was a long pause after the second
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phase of Isometsä construction work, the aim was that all operations
would move there one day.
From the outset, it was an efficient factory and its competitiveness
only improved in the decades ahead. Thanks to Isometsä, Oras was
now set to take on the challenge of conquering the domestic faucet
market and later the international market.

Tackling product development
At the start of the 1970s, Oras was offering more than just two-handle
faucets. For example, it was at this time that its Bidetta hand shower,
attached to the faucet, made its breakthrough. Oras urgently wanted
to bring a thermostat faucet to market because a competing Finnish
manufacturer, Osy, had been producing one for years. Osy’s Temperfix
was based on a Swiss licence.
Oras’ Euroterm faucet went on sale in spring 1970. Its thermostatic
component was made by Rokal of Germany but the rest of it was Oras’
own production. Unfortunately it did not sell very well. Demand for
the Temperfix remained far greater.
Success also eluded Oras in the category of single-control faucets,
where Oras had been offering Rokal’s Miska faucet since the 1960s.
In spring 1974 it tried to boost sales with the Vipumiska, controlled

The management
team at the start of
the 1970s. From left,
financial director Arvi
Kaimio, managing
director Erkki
Paasikivi, marketing
director Veikko
Kauppi and technical
director Mikko
Pitkäranta.
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by a single, easy-to-use lever but consumers did not take to it. Within
a year, Oras concluded that the Vipumiska would not be a success.
But single lever faucets were still regarded as promising products
that would eventually replace two-handle faucets. The major
manufacturers were already developing a new generation of single
lever faucets so Oras had to get its own competitive model to market.
Erkki Paasikivi felt that the future of Oras’ business depended on
producing a single lever faucet. It had to sell well abroad as well as at
home, because only a model that appealed to European consumers
would safeguard the company’s existence. And if Oras was unable
to produce such a product for its home market, foreign competitors
would squeeze it out.
Oras lacked some of the skills required for developing a single
lever faucet, so it started a development project in 1972 that included
outside experts. The aims of Finnarmatur, as the project was called,
were to create original single lever faucet technology, to use plastics
in its construction and to produce and sell it to European markets.
The plan was that, when Finnarmatur had been completed in
the mid-1970s, it would be followed by a new project to develop
thermostatic and pressostatic faucets. The pressostat was to prevent
water pressure variations affecting the temperature of the water
coming from the faucet.
Finnarmatur started off by studying the single lever faucets
of foreign manufacturers and gathering information on models
available in the European, US and Japanese markets. Project workers
also visited a plastics fair in West Germany.
But key questions related to the production of a single lever faucet
remained unresolved and development did not advance beyond the
initial stage, so Oras management ended the project in 1974. Single
lever faucet design would be continued using the company’s own
project development staff only.

New export areas
Alongside single lever faucet development, Oras sought to increase
its exports to markets beyond the Nordic area. A significant potential
sales area lay to the east. Finland conducted extensive bilateral trade
with the Soviet Union and it constituted an important customer for
many Finnish companies.
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There were two alternative routes to the Soviet market. The first was
to get Oras products onto the protocol of goods exchanged between
Finland and the Soviet Union. There was an HVAC quota on the list
but it consisted of the products of Osy and certain other companies.
In negotiations between the companies Oras faucets were sidelined.
The other route was to bypass protocol trade and sell products for
convertible currency. Oras tried to arouse the interest of Soviet buyers
at construction fairs in Moscow and by arranging symposiums at
which Oras products were demonstrated.
Soviet construction activity was on an upswing, leading Oras to
believe that there would be demand for its faucets and valves. It did
find a certain amount of interest but no deals were concluded. Thus
the alternative route to the Soviet market also remained closed.
This was a time of growing free market trade between Europe’s
small socialist countries and the West. Oras’ first sales were to
Czechoslovakia and Hungary in 1969. In the same year it raised
its profile in the socialist countries by participating in a sanitary
technology exposition in Budapest.

Negotiations in
Warsaw in November
1973, about supplies
of Oras faucets
to Poland: Export
manager Johan Roos
(middle) flanked by
Polish customers.
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Seven other West European faucet makers participated in the
exposition, a sign of the amount of competition. Oras’ two-handle
bathroom faucet was judged to be superior to the rival products and
won the gold medal. Encouraged by its award Oras established a sales
office in Vienna in 1970.
Gerhard Hoffmann at the Viennese office concentrated throughout
the 1970s on marketing two-handle faucets to the small socialist
countries and Austria, then a member of EFTA. Poland became a
new Oras export market in 1974, buying a noteworthy batch of tens
of thousands of faucets. The following year it purchased an even
larger batch.
One exceptional export item was the sale of gravity die casting
technology to Hungary’s Mofem company in 1974–75. Oras had itself
acquired the technology from Germany two decades earlier. Now it
understood it so well that it could offer its skills to others.
During the first half of the 1970s, sales to the socialist countries
doubled Oras’ exports, which varied from 10 to 15 percent of net
sales. However international competition kept the price level of these
exports low. The profit margin was slimmer than Oras obtained in
Finland, yet orders had to be filled at short notice, often by diverting
faucets that had been intended for the home market. Nonetheless,
Oras wanted to boost its exports, because it hoped they would make
production series longer.
Oras also sought to expand exports to the EFTA area. In the early
1970s, alongside the Nordic countries in EFTA, was Great Britain,
which had a large population. However, the British market was
exceptional. Its faucet types and models differed from those used
elsewhere in Europe, and simple taps were still common.
Oras did not find much demand for its faucets in Britain. The
company was not keen to sell taps because of their poor profit margin
and it would have needed to develop a new two-handle model. Osy
was more successful, with a range of faucets designed specifically
for the British.

Workplace atmosphere
The 1970s were restless years for the Finnish engineering industry,
beginning with a nationwide strike of workers in spring 1971. Workers
from both shipyards at Rauma, as well as Oras and Osy, took part in
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the strike. It culminated in two marches by demonstrators through
the streets.
Normal working resumed after the strike. It had not been about
Oras company conditions so there was no extra tension between
the company and its employees, but it may have polarised attitudes
among the workers. The far left – Communists and People’s
Democrats – gained support and challenged the moderate left – the
Social Democrats – when elections were held for the local labour
union leadership and representatives in the mid-1970s.
Traditionally there had been a good team spirit at Oras. The
workers trusted the management and felt that they were treated fairly.
With the growth of the company, however, Erkki Paasikivi’s traditional
style of personnel management could not continue because it was
impossible for him to know every employee personally.
The number of Oras employees doubled in the first half of the
1970s to over 500. Most of the new employees were young and an ever
greater proportion originated from outside the Rauma area. Older age
groups were more attached to their jobs than the young, who could

Intensive work in
the drawing office in
Rauhankatu in the
1960s. From left: Eero
Laiho, foreman of
the tool department;
Kalevi Eloranta, head
of the drawing office;
and designer Heikki
Halomo.
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easily be attracted away from the company by better wages. Erkki
Paasikivi noted that the sense of community that previously prevailed
did not exist between older workers who came from the area and the
younger ones who had moved into it.
Half of the labour force were 30 or younger; half were women; and
half supported the far left candidate against the social democratic one
in the 1975 election for chief representative of the local labour union
branch. How could company management, an older generation
that had experienced the war, consisting only of men and holding
political views that differed from the employees’, continue to keep
the workforce committed to the company’s objectives?
There was a danger that fellow feeling between employer and
employees would change into confrontation, as it had in many
companies. In the early 1970s this situation had not yet arrived;
wages in the company and throughout the engineering sector were
rising faster than inflation, and employees were enjoying rising living
standards. But the oil crisis in the middle of the decade brought an
economic downturn, and conditions began to change.

Working safety
Finnish employers’ associations and labour unions agreed at the
start of the 1970s on developing occupational health care and safety
at companies such as Oras. Oras established a health and safety
committee in 1973, as a channel of influence for employees. At times
its work improved the atmosphere in the workplace.
An Oras factory doctor started accepting appointments in the same
year, and a clinic run by an occupational health nurse was opened.
There were health inspections aimed at preventing occupational
diseases and, at the proposal of the health and safety committee,
the exposure of workers to dust and other airborne impurities was
studied.
A record was kept of occupational accidents and consequent
working days lost. The number of accidents at work soon fell, but
the number of injuries on the way to work increased. The explanation
was that most of the staff had transferred to the Isometsä factory,
which was reached by a dangerous road with a railway level crossing.
At Oras’ demand the town of Rauma built a safer pedestrian and
cycle path.
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Oras was one of the engineering companies that took action on
problems of occupational health. In the mid-1970s only every second
company in engineering had started a working safety programme.
The small companies were slower to react than the large ones.

A clinic run by an
occupational health
nurse was opened
in 1973.

Leisure activities for team spirit
Physical exercise has traditionally been a way to maintain cohesion
in a company and employers have supported it economically and
in other ways. At Oras, enthusiasm for sports took off at the start of
the 1960s when the company’s operations moved to a single location.
The most popular sports were shooting, football and cross-country
skiing.
The office staff took part in shooting competitions against other
Rauma companies while workers competed in a Rauma company
football league. In the traditions of the nation, cross-country skiing
was treated as a way of staying fit rather than a competition but the
number of participants was carefully recorded, as was the number of
times each person took part.
When a volleyball court was built at Isometsä at the start of the
1970s workers were seized with enthusiasm for the new sport.
Initially games between the staff were arranged, and matches against
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At the start of the
1970s excercise began
to be recognised as
a way of maintaining
health and working
fitness.
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wholesale organisations. A team of the best players participated in a
league of local companies.
It was at the start of the 1970s when exercise began to be recognised
as a way of maintaining health and working fitness. The Oras fitness
committee encouraged employees to take up exercise on their own
terms. The men played volleyball and the women did gymnastics.
Cross-country skiing continued as before.
The labour union branch for Oras employees had its own sports
and exercise events under the chapters of fishing, skiing and athletics.
Relaxing together was as important as competing.
The office staff established their leisure club in March 1971 at the
time when the production workers were taking part in the national
engineering industry strike. The aim was to increase cohesion,
because some worked at head office on Rauhankatu Street and some
in the office at the Isometsä factory. The establishment of the club
may perhaps also indicate a breakdown of Oras team spirit and the
estrangement of office staff from production workers.
An athletics competition arranged on Rauma sports field for
children of the staff became the most important annual event of the
office staff club. It also arranged theatre visits, sauna evenings and
Christmas parties.

Labour union activities were ignited in the 1970s by a power struggle
between the moderate and far left. The resurgent communists and
people’s democrats also challenged the social democrats at Oras. The
two sides took uncompromising stands, not only towards each other
but also towards the employer.
During 1974 the communists arranged demonstrations at Oras
in which the operations of factory departments were interrupted by
walkouts on alternate days. Some of the stoppages were targeted at
the social democratic leadership of the metal workers union, who
had negotiated an employment contract that the communists were
not satisfied with.
Another cause of the stoppages was disagreement among workers
about wage levels at Oras. Some who were paid by the hour were
dissatisfied and walked out to push management into considering
their demands for a pay increase.
In autumn 1974, however, Oras management was no longer willing
to pay more than the employment contract specified. Economic
conditions had deteriorated and the question now was whether there
was enough work for everyone.
The effects of the economic downturn were summarised by Erkki
Paasikivi in November 1974. With construction companies cancelling
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The slump hits

Faucet assembly at
the Isometsä factory
in the 1970s.

projects, Oras sales would not reach the forecast level, creating
production overcapacity. Consequently it was decided that the staff
would be laid off in two groups for a fixed period. Rauma’s other
faucet factory, Osy, did the same.
After the layoffs work still continued at Oras in two shifts five
days a week, and its situation was better that at many other faucet
companies. In Sweden, for example, faucet makers worked shorttime and in Central Europe there were dismissals at some factories.
A few small plants closed down entirely.
Oras predicted that the worst still lay ahead and that, in 1976 at the
latest, the construction slump would slash demand for its products.
The company therefore refused to give in to demands for hikes in
piecework rates, which led to a clash with employees. By this time, the
workers had elected a communist-backed union representative and
were ready to back up their demand with protest strikes. Once more
there were walk-outs from the factory departments on alternate days.
Management was adamant in its refusal to raise pay, because
the operating result for the financial period ending June 1975 had
just been released. Oras had made its first-ever loss. The result was
reflected in the humble dinner fare when it was announced, mere
pea soup and punssi (an arrack-flavoured drink).

Office staff dismissals
It was common in industrial companies like Oras to pay close
attention to the welfare and comfort of office staff. The employer
paid for a Christmas party and arranged summer celebrations. For a
long time Oras had had fairly few office staff but, after a consultant
had reported that the number was inadequate, extra numbers had
been engaged in the early 1970s, partly in anticipation of future needs.
In spring 1976 Oras management calculated that the slump had
halted the company’s growth. Thus the organisation should be
shrunk, particularly by office cutbacks. In practice about a fifth of the
office staff were dismissed. There were dismissals at Osy at the same
time. Both faucet makers argued that their actions were justified by
lower demand and weaker competitiveness caused by cost rises.
The dismissals had a strong psychological impact and there was
shock in Rauma. Office staff were used to being looked after by the
employer and thought their jobs were safe even in hard times. The
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local union of office staff accused the employers of short-sightedness
and organized one-day stoppages in Rauma involving office staff at
the shipyards as well as the faucet factories.
After the dismissals it took time for office staff to regain their faith
in the employer. The events were also tough on Oras management.
Erkki Paasikivi took the dismissals heavily and they weighed on his
mind for a long time to come.

Uncertainty about the future
At the start of the 1970s work at Oras had been in an atmosphere
of optimism and faith in the future. Erkki Paasikivi planned for
the company to become a European faucet manufacturer, success
guaranteed by its own single lever faucet. Implementation of the first
phases of the Isometsä factory and the faucet development project
were steps towards that objective.
The events in the middle of the decade jeopardised his vision.
Construction activity, brisk for twenty years, was curbed by the slump.
Demand for Oras products turned down. The company’s profitability
deteriorated and it reported a negative result.
Management felt that, at a time of recession, the company could
not afford pay rises in excess of the contract rate. The workers
disagreed, which hurt the company’s team spirit. Similarly, it meant
that the younger generation of workers had more strident attitudes
than their elders.
The employer had traditionally maintained a close relationship
with the office staff. The dismissals shook the trust of the office staff
and weakened their commitment to the company.
Another source of concern was the single lever faucet project,
which had not achieved its objectives. Important questions of how a
single lever faucet would be created remained unanswered.
In the mid-1970s Oras had arrived at a crossroads. In one
direction lay success as a European faucet producer, in the other was
regression as a domestic producer of two-handle faucets. The former
road demanded good team spirit and common commitment to the
objective. If the atmosphere became tense because of disagreements
between management and personnel or among different personnel
groups, the goal would be harder to reach.
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THE SAFIRA FAUCET
1976–1981
Developing a single lever faucet
In 1974 Oras’ own product development unit took over the single
lever faucet project. The company stopped seeking an entirely
original solution and studied the technologies in use elsewhere. One
watershed was the decision to use ceramic sealing discs. This had
originally been an American invention but sealing discs could be
acquired in Europe from a German company named Feldmühle AG.
In fact, the right to use the ceramic sealing disc had to be resolved
in court because Ideal Standard, an American-owned company
operating in Europe, did not welcome the arrival of a competitor in
the same market using the same technology. It accused Feldmühle,
Oras and Hansa of Germany, which had also developed a single lever
faucet, of patent infringement.
The matter was ultimately settled between the parties in a way
that granted Oras and Hansa the right to ceramic sealing discs. The
only expense to Oras from this dispute was court costs. It actually
benefited from the events because the dispute made many European
faucet manufacturers wary of using the technology in question. Oras
gained a head start over its competitors.
The next significant step came when the Oras plastics department,
established in 1975, was given the job of assembling the cartridge
that controlled the faucet. Apart from the ceramic sealing discs, the

<< Jukka Paasikivi
promoting the Safira
single lever faucet.
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Safira cartridges,
containing ceramic
sealing discs, were
welded together
with ultrasound.

cartridge consisted of a plastic casing and certain
other plastic parts. The plastics department
designed and manufactured the equipment for
assembling the unit, which was then sealed by
ultrasound welding.
The third significant decision about the single
lever faucet was that Oras would do its own
chrome plating of the plastic parts. The decision
to build a new chrome plating department
at Isometsä was taken in 1976. In future the
company would no longer buy these chromed components from
abroad. Production of the moulds for the plastic parts and the
injection moulding were also done in-house, so the company could
now start raising production quality and creating added value.
Oras obtained the technology for plating plastic with chrome from
Canada. It had earlier established a Canadian subsidiary to promote
exports. The export project was short-lived but it led to a partnership
with a local company, Plastic Surface Finishers, which was skilled in
chrome-plating plastic and ready to sell its knowhow.
Oras ordered the plating equipment from a domestic company and
the department was built at Isometsä alongside the existing brass
electroplating works. When it was completed at the start of 1977,
Oras had the largest combined brass and plastics plating works in
the Nordic countries and one of the most modern in Europe.

Safira’s breakthrough
The first version of the Oras single lever faucet was demonstrated
in March 1975 at the ISH, Frankfurt’s HVAC fair. It is a mark of
Oras’ confidence in its product that it was the only Finnish company
present at the fair. The others had obviously been discouraged by the
slump.
In June the faucet was named the Safira, after a competition to find
a new name. Batch production began in the second half of the year.
Until completion of the company’s own plating works, plating of the
plastic parts was done by an outside firm. The Safira went on sale in
Finland at the start of 1976, promoted by advertisements on television
and in other media. The message projected was that the faucet was
compact, easy to use and saved water.
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Oras’ competitor Osy had taken precautions against the launch of
the Safira and had already begun selling a single lever faucet called
the Ceramix. This was not Osy’s own product but was produced by
Ideal Standard and originally marketed in Germany. The Ceramix was
more expensive and proved to be no match for the Safira.
Oras displayed the Safira more prominently in Frankfurt in 1977,
where it was widely admired. Several European producers expressed
interest in buying a license to manufacture it and, after negotiations,
deals were made in spring 1978 with Goswin & Co. GmbH of West
Germany and Mariborska Livarna of Yugoslavia. The licence did not
cover manufacture of the whole faucet because Oras was supplying
the cartridge. In Germany the Safira was sold as the Discamix and in
Yugoslavia as the Armal.
Safiras made in Rauma were also sold in Sweden and Denmark.
Oras was keen to target the Dutch market, too, and had the Safira
tested at KIWA, an independent certification agency used by Dutch
waterworks. It performed well and received the right to use KIWA’s
seal of approval.

Oras patented its
Safira faucet in
America, too. Risto
Saarisalo and Jorma
Koppanen show
off the US Patent
Certificate.
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As early as 1979 the Safira and its cartridges accounted for half
of Oras exports. Foreign sales were also profitable. In Finland the
faucet soon became popular and rapidly replaced two-handle faucets.
Thanks to the Safira, Oras emerged stronger than ever from the
slump of the 1970s. The company was now number one in Finland
and one of the leaders in Europe.
The Oramix
pressostatic faucet
in a Danish brochure
from 1986. The
faucet could prevent
fluctuations in
water pressure
causing changes in
the shower water
temperature.
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Thermostatic and pressostatic faucets
Oras developed other faucets apart from the Safira. It brought a
pressostatic faucet, the Oramix, to market in 1977 and the thermostatic
Oraterm in 1979. The pressostat of the Oramix handled pressure
fluctuations in the pipes of apartment buildings that otherwise
caused changes in faucet water temperature. Oras’ earlier Euroterm
thermostatic faucet had been unable to eliminate these changes.
For swimming baths, the
shared saunas of apartment
buildings and so on, Oras
developed the pushbuttonoperated Oramix. The aim was to
save water because a push of the
button turned on the shower for
a limited period only.
The thermostatic Oraterm was
intended principally for singlefamily homes, where it was
difficult to maintain steady water
temperature as the limited tank
of hot water began to empty. The
thermostat corrected the mixing
ratio so the temperature of
shower water remained the same.
The Oraterm was up against
Osy’s Termiina thermostatic
faucet, which had already been
on the market for several years.
The Termiina had built up an
established position and Oraterm
sales did not catch up.

In 1974 Oras and Unicalor AG of Italy established a company named
Oras Valves to produce ball valves. The plan was for Oras Valves
initially to produce brass valves and later steel ones for the Finnish
market, to be used in water supply systems and heating networks.
Ball valves for these networks had not previously been made in
Finland.
Oras had been a customer of Unicalor for shut-off valves and
various components for plumbing networks. There was political
turmoil in Italy and the owner of Unicalor, fearing that its assets
might be nationalised, wanted to transfer part of the business to
Finland where he felt it would be safe. The parties agreed that Oras
would offer the production facilities and Unicalor would provide the
equipment and production skills.
Production of brass ball valves started up in June 1976 and steel ball
valves a year later. Oras Valves itself was in charge of the development
work for the latter. The products found a market not only in Finland
but also in other Nordic countries and in Western Europe, where they
were needed because of the spread of district heating systems and
efforts to reduce energy consumption.
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Ball valves

Foreign customers
touring Oras’ Faucet
School in late 1970s.
Instructor Jouko
Viljanen (second
from the left).
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Marketing

The first generation
Safira single lever
faucet, shown in a
German brochure
from the 1970s.
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Oras’ marketing structure was reorganised in spring 1976 when sales
of the Safira were beginning. Finland was divided into districts, where
sales representatives would handle personal contacts with customers.
Attention was focused on providing information to HVAC wholesalers,
and product demonstrations were arranged at their offices. Retailers
and HVAC planners were also targeted.
By the end of the 1970s, the focus of marketing efforts had shifted
away from personal calls towards training events for all target groups.
Oras’ Hanaopisto – Faucet School – developed from these. Each year
the company also arranged for a large number of groups to tour its
factories, where they received a full product information package.
The public knew Oras products from newspaper and television
advertisements. When a construction and HVAC fair was held in
Helsinki in spring 1976, the name Safira appeared on signboards
and tram sides all over town. The company’s customer magazine
Hanakanava, “Faucet Line”, began to appear in 1978, mailed to
customers and distributed to the public at fairs.
To promote exports Oras took part in
international HVAC fairs. The admiration
that Safira attracted in Frankfurt’s ISH
had shown the importance of fairs, which
became the main channel for marketing
abroad. The company wanted foreign
consumers to get to know its products.
Oras had not marketed its two-handle
faucets outside Finland. They hardly
differed from the products of other
manufacturers and were sold only on
price. The single lever Safira, on the other
hand, and the other new Oras faucets,
were branded products for which product
information was distributed to importers.
The company wanted importers to pass on
news about how the faucets worked, and
also to tell that they were made by Oras of
Finland.

After a five-year pause, expansion of the Isometsä factory began in
1978. The prevailing slump did not discourage Oras. It now needed
more space for the assembly department and also for the plastics
department, which was to be shifted to Isometsä. Once its move
was complete, it would be able to work in close partnership with the
chrome plating department.
A laboratory for measuring the noise level of faucets was located
in the basement at Isometsä. The work was vital because Germans
thought the Safira was too noisy. Success in the German market
depended on producing products in the quietest class, and noise
output was becoming an important criterion in Finland, too.
The next phases of work at Isometsä were implemented in 1979–
82. Among other things, a new metal finishing department was
added. After the expansion the factory had three times as much floor
space as ten years earlier. The machinery was also modernised. The
introduction of automatic equipment reduced the proportion of
manual work in production.
By the start of the 1980s, the only functions left at Rauhankatu were
the head office and the foundry. They too were due to be moved to
Isometsä by the middle of the decade.
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Factory enlargement

Employer and staff
The Oras payroll shrank in the late 1970s to well below 500. About
two-thirds were production workers and one-third office staff. The
proportion of women was gradually increasing and reached almost
two-thirds by the end of the decade.
But thanks to the growth in demand for the Safira single lever
faucet, company prospects turned up in 1978 and the fear of job
losses abated. By the following year the company was hiring again.
Unemployment in the Rauma region had risen to 11 percent so labour
was readily available.
Team spirit at Oras in the mid-1970s suffered from dismissals,
layoffs and the politicisation of the labour union movement. Another
contributory factor was the separation of leisure activities between
office staff and workers. This was a source of concern among
employees as well as at management level. People understood that
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the success of the company depended on the willingness of all to
work for a single goal.
The question of employees’ leisure activities was discussed by the
Works Council at the start of 1975. Neither the local union branch nor
the office staff club were attracting very large numbers to their events,
so it seemed sensible to create a single association for everyone.
Preparations were started and the Hanaset club was established in
February 1976. Membership was open to retirees as well as current
Oras employees.
Erkki Paasikivi wanted Hanaset to bring the people of Oras together
in common hobbies and this goal was achieved in the club’s very first
year. Activities culminated in December at the Christmas party, the
first held for all employees.
In time the range of club activities widened. Apart from a variety of
sporting events Hanaset had fishing competitions, excursions, dances
and children’s Christmas parties. In 1980 the company acquired a
site by the sea where employees could spend their free time. Sauna
became the most popular pursuit there, in summer and winter alike.
The Works Council convened for the last time in spring 1979. Over
the years the two sides had formed a constructive partnership and
council proposals had resulted in many reforms. The Council was
replaced by a statutory system of “co-determination”, based on the
Industrial Cooperation Act, which had come into force in the same
year. The new law covered all employees, office staff included.
The production workers were particularly dissatisfied with the new
law, because it did not grant them a say in company decision-making.
Employees’ views were merely advisory, and they were not even
permitted to place matters on the agenda, which had been allowed
by the Works Council.
Oras had been getting ready for the new law for several years.
The planning had been done by a joint committee of the employer,
the office staff and production workers. Various forms of training
were arranged in advance and afterwards. Unlike the employees,
the employer’s side was caught cautiously optimistic about the
opportunities that the law offered.
Even so, the employer was disappointed that the central
organisations of Finnish unions and employers had been unable to
agree on a set of common guidelines on how the law should be applied.
54

THE FIRST GENERATION

“Corporate democracy” at Oras was implemented by arranging
briefings on the state of the company for a fairly large number of
participants. These events were attended by elected representatives
of personnel groups and factory departments, the health and safety
representative, the heads of the production departments and the
management team. In practice the occasions became rather formal,
without the spontaneous discussion that had previously taken place
on the Works Council. On the other hand, employees now received
information about business operations earlier and faster than before.
Workplace problems were not blamed on the employer alone;
employees saw other, external causes. In 1977, for example, on the eve
of elections for the chief union representative, the far-left candidate
attacked the free trade agreement between Finland and the European
Economic Community as the cause of short-time working at Oras.
By the year of the decade, however, employees’ attitudes were
gradually beginning to change. One reason was that the small socialist
countries of Eastern Europe had run into economic problems, causing
the cancellation of orders to Oras at the start of 1978. Moreover, with
an unemployment rate of over 10 percent prevailing in Finland, even
communist supporters were realising the importance of the success of
the company for its workers. As Oras’ situation improved, employees
gave credit to company management. The moderate left began to
win back support from the far left, and at the end of 1980, a Social
Democratic candidate was elected the chief union representative.

A new decade of growth
The years after the middle of the 1970s were difficult at Oras but
new opportunities were also opening. The slowdown in construction
reduced demand for faucets and plumbing fittings but, on the other
hand, Oras was in a position to offer exactly the right products for the
reconstruction projects that the energy crisis had precipitated.
The Safira single lever faucet saved water and quickly replaced
old two-handle faucets; ball valves were needed in energy-efficient
district heating networks. Interest in the Safira was also increasing
abroad, and exports began to push up Oras’ net sales, which had been
marking time in several years.
At the same time the atmosphere between company employees
and management stopped deteriorating. This was aided by the
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establishment of the Hanaset club and the leisure events that
brought Oras employees together. The acquisition of a resort for use
by employees in their free time was another successful measure and
promoted team spirit.
Perhaps the most important factor, however, was that the Safira
and other new products persuaded the employees that Oras’ future
was in safe hands. As their self-esteem grew, so did their willingness
to apply themselves to their jobs.

The second generation takes over
Oras won a prize for entrepreneurs in 1975. It was a national
recognition of Erkki Paasikivi’s remarkable work in developing Oras
into an internationally competitive manufacturer of faucets that
employed 500 people.
When the prize was announced, an economic recession was
beginning to make itself felt in Finland and abroad but, thanks to
the Safira single lever faucet, Oras survived. When times improved,
company growth resumed. The success of the faucet was founded
on concepts that had always been important to Erkki Paasikivi.
Safira consisted of new technology, and skilled manpower had been
recruited to develop it.
Erkki Paasikivi’s character was composed of an urge to motivate and
experiment, an appreciation for professional skills, the ability to get
on with people from all walks of life, and a desire to foster team spirit
in his company. Over the decades he had recruited skilled employees
but also competent managers to take over the different sectors of his
business. It became his job to oversee the whole operation and to
foresee future developments.
In the second half of the 1970s he began to plan his withdrawal from
operational management. Of his three sons, the two oldest – Pekka
and Jukka – had reached an age at which they could continue their
father’s work. Over the years Erkki had given them a comprehensive
understanding of the company and it was self-evident that Oras was
where they would make their careers.
For several summers the boys had worked at the faucet factory
and come to know its departments and their workers. The office
was also familiar territory. After his studies, Pekka Paasikivi began
to work permanently for Oras in 1972. Initially he handled various
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engineering projects. In 1976 at the age of 32 he was appointed deputy
managing director of Oras, responsible for international operations.
His slightly younger brother Jukka was also interested in the
international side of the business. In 1975 he worked in England,
learning about its water fittings market. He also toured the Middle
East as a member of a Finnish construction delegation. After his
return he began work as the export manager for Oras Valves.
Oras’ good result in 1978 showed that it had weathered the economic
recession well. The growth of exports was also a positive feature. Erkki
Paasikivi felt that the time was ripe to renounce management duties.

Erkki Paasikivi’s work
was honoured in 1975
with a national prize
for entrepreneurs,
given to Oras
Oy by Yrittäjäin
Vakuutus, an
insurance company
for entrepreneurs,
and presented
by the Chair of its
Supervisory Board
Kauko Ahlström.
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Erkki Paasikivi and the arts
Although he was no longer managing director of Oras, it was not in Erkki
Paasikivi’s nature to remain idle. He began to design gold and silver
jewellery, which was then produced and marketed by a company set up
for this purpose. At first the younger Paasikivis were taken aback at the
time and money their father spent on this hobby. After a while, however,
they began to appreciate the jewellery business for the freedom it
granted them to manage Oras.
The emergence of Erkki Paasikivi’s artistic side was not sudden. There
had been signs of it earlier. In the mid-1970s, he had begun to design
abstract sculptures from steel and copper, which were then produced at
Isometsä and erected in the factory’s reception hall and in the yard at the
villa where company guests were entertained. The works were illustrated
in colour in Dialogue – Metal and Water, a book published in 1988.
On trips to Central Europe over the decades Erkki Paasikivi had
acquired paintings and sculptures for the family home, Oras premises
and the company villa. He also took an interest in old artefacts related
to the use of water and had these, too, sent to Finland. Later they were
displayed together in a glass cabinet at head office.
Also close to Erkki Paasikivi’s heart was music, especially operettas.
Local performers and more widely known artists were invited to

Pekka Paasikivi took over the post of managing director of Oras at the
start of 1979, and Jukka Paasikivi became managing director of Oras
Valves. The third brother Jari, some ten years younger than Pekka and
Jukka, was still attending school at the time.
Pekka, Jukka and Jari Paasikivi had become Oras shareholders in
1978 when they received a small quantity of stock from their parents.
They increased their holdings in a share issue held the same year.
Although Erkki Paasikivi continued as chairman of the board, he
did not use his position to check up on his successors. Father and
sons were in agreement about broad policy lines. The development
of Oras’ international business would be the main mission of the
second generation.
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perform for Oras guests. The
Erkki Paasikivi Foundation,
established in 1986, gave most
of its sponsorship to Rauma
choirs and orchestras, though
it also supported ball sports.
Erkki Paasikivi bought
pieces of art from professional
artists. For example, as gifts
for Oras customers and
partners, a set of figurines was
commissioned from a Rauma
artist, showing a female figure
holding a hand shower.
In 1988 a fountain was
installed in front of the new
Isometsä head office. Erkki
Paasikivi had commissioned it
from German sculptor Otto Wesendonck. It was abstract, intended to
symbolise the Oras company, but at the same time perhaps it portrayed
Erkki Paasikivi himself, his endeavours and outlook on life.

Erkki Paasikivi
wanted a striking
work of art in front of
Oras headquarters.
The fountain,
commissioned from
German sculptor
Otto Wesendonck,
was installed in 1988.

Oras 1945–1985
YEAR

NET SALES,
MEUR*

EMPLOYEES

1945

0.02

5

1950

0.06

15

1955

0.3

45

1960

1

110

1965

4

288

1970

10

334

1975

30

525

1980

60

483

1985

87

964

*adjusted to 2012 money values
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COMPETING FAUCET
PRODUCERS
1977–1983
Challenges for the new generation
Erkki Paasikivi transferred executive power in the family company
to his sons at a suitable moment. After a difficult period, Oras
profitability had been restored, the company had competitive
products and good growth prospects, the staff was skilled and
management was capable.
The second generation of Paasikivis had long been preparing for
the handover and had been contributing to the business for many
years alongside their father. Together with the managers recruited by
Erkki Paasikivi, Pekka and Jukka constituted a team that was ready to
seize the challenge of internationalisation. Jari Paasikivi joined the
team later, in the 1980s.
In the event, however, they had to resolve problems in the domestic
faucet sector before they could turn to developing foreign operations.
Over the decades Oras had grown faster than its competitor Osy,
catching up with it and then finally overtaking it at the end of the
1970s. Osy had not given up and competition in the faucet sector had
become fierce, jeopardising the profitability of both companies.
From Oras’ perspective, it was very risky to start internationalising
the company in a situation like this. Another danger was that, while
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The best known shower
faucet in the 1970s was the
thermostatic Termiina. Osy ran
a conspicuous campaign of
tv commercials on the theme
”Finland takes a shower”.
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the domestic faucet companies were at each other’s throats, foreign
companies might manage to gain a foothold in the Finnish market.

Rauma’s other faucet producer

Osy, a Lönnström
company, was
Oras’ competitor in
the Finnish faucet
market. The cover of
the Lönnström staff
magazine shows
the group’s factories,
Osy’s on the left. In
the upper left corner
is a bust of founder
Rafu Lönnström.
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Osy was part of a larger metal sector company that owned an
engineering works as well as a faucet factory. As the main shareholder
had grown older, professional managers had taken over the running
of the company. In 1973 the main owner and the small shareholders
sold out to Huhtamäki, a conglomerate listed on the Helsinki Stock
Exchange. The Huhtamäki group already produced foodstuffs and
pharmaceutical and was now expanding into engineering.
For the sellers, the acquisition was well timed because the economic
effects of the energy crisis had not yet been felt. A couple of years later
it would have been harder to find a buyer. Within the Huhtamäki
group Osy was fairly successful until the recession halted construction
after the middle of the 1970s. Like Oras, Osy now realised that there
was too much faucet manufacturing capacity in Finland.
In single lever faucets Osy had
tried making a product with a plastic
body but it had not sold well, even
in East Germany which it was
intended for. Osy now thought that
single lever faucets would be only
a brief intermediate phase and that
thermostatic faucets would quickly
supplant them, so it decided to move
directly to producing thermostatic
faucets. It produced two types and
the cheaper, called the Termiina,
proved to be fairly successful. It did
not however reach export markets.
Osy sold two-handle faucets to
East Germany and the Soviet Union,
and it had a faucet range specifically
designed for the British market.
But unlike Oras, Osy lacked a nextgeneration faucet that would sell well
abroad.
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The Osy factory was located in Rauma just a few kilometres from
Oras’ production plants. Initially Osy took no heed of its smaller
competitor but, as Oras grew, it began to regard it as a threat. The
companies warily studied each other from a distance although they
reached an unwritten agreement not to poach each other’s employees.
When economic activity turned down in the mid-1970s the faucet
factories were forced to seek new ways to bolster profitability. Now
for the first time they opened a communications channel and in 1975
they agreed, at least in principle, to divide the domestic market equally.
They also agreed on price coordination and on mutually beneficial
measures to promote exports and marketing.
Later they discussed an agreement on product ranges, with the idea
that Osy would not compete with Oras in producing single lever faucets,
while Osy alone would make thermostatic faucets. The idea was even
raised of establishing a joint company to produce plastic products but it
was decided instead that Oras would concentrate on producing plastic
parts to be chrome-plated while Osy would make non-plated ones. All
these measures were aimed at improving profitability.
The restrictions on competition described above were not illegal
in Finland at the time although the parties were required to inform
officials of the agreements made. In practice, however, only some
of the plans for cooperation and a division of labour between the
faucet makers were implemented. Oras, for example, had begun
to manufacture both thermostatic and pressostatic faucets. Price
competition had also resumed.
In 1978 the two companies noted that neither had observed the
agreements and that they should therefore be dissolved. Price
coordination ended the following year. At this point Huhtamäki, the
owner of Osy, wanted to boost faucet production. It enquired about
the possibility of buying Oras, but the Paasikivis were not interested
in selling their family company.
In 1980 Huhtamäki spun Osy off into a separate company, in an
effort to get a clearer picture of how faucet production could be made
profitable. This measure still did not improve Osy’s results, and its
net sales per employee were only half of what Oras was achieving.
Moreover Oras was gaining market share all the time. A couple of
years earlier, Oras and Osy had been neck and neck; now the market
was divided 60/40 in Oras’ favour.
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Tough competition

The Solina single
lever faucet by Osy
was a rival for Oras’
Safira. Advertisement
from 1981.
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In summer 1981 Huhtamäki appointed a managing director to Osy,
charged with reversing the long decline of the faucet factory and
pushing up profitability. Osy’s new strategy included the launch
of a single lever faucet to compete with Oras’ Safira. The company
also intended to invest in plumbing fittings, whereas production of
two-handle faucets would be ended. In the initial phase, the payroll
would be reduced by a quarter.
Osy single lever faucets in the Solina range were launched in 1982.
Part of Solina marketing campaign was a fierce attack on the Safira’s
plastic casing. Osy also claimed that the Solina made far less noise
than the Safira. Oras naturally rejected the accusations and tried to
refute them.
More significant than the argument over technical characteristics
was that price competition between the faucet makers recommenced
and reached new heights. The contest was initiated by Osy as part of
its effort to reconquer lost market shares.
For many decades previously, there had been a clear division of
responsibility in the faucet and fitting sector, between manufacturer,
wholesaler and retailer. Now Osy began to alter this arrangement by
marketing its products direct to retailers at significant discounts. It
also made attractive offers to consumers, for example via housing
condominiums and other property renovators. To defend its position
Oras had to employ the
same methods.
Wholesale organisations
in the HVAC sector
suffered greatly from this
price war. In some cases
a consumer could buy a
faucet from a hardware
store more cheaply than a
wholesaler could obtain it
from the manufacturer. In
order to shift their faucets,
wholesalers had to sell them
at a loss.

It seemed to the public that
faucet manufacturers were
competing each other to death.
Oras’ profitability suffered, but
Osy suffered far more. It failed
to win back market share, which
continued to decline until it
was only a third. Osy had also
started to cut prices for fittings
but in this area, too, competition
increased its losses as the price
level collapsed.
In autumn 1982 Huhtamäki
re-evaluated Osy’s situation. It
now concluded that the strategy
of rivalry that had been applied for more than a year was wrong. A
couple of years earlier, a corporate study completed by the Huhtamäki
group had proposed cooperation with Oras as the solution to the
problems of the faucet sector. Now its executives decided to give this
option a try.

Oras’ thermostatic
faucet competed
with a similar
product from Osy.

Acquisition and consequences
There were two reasons behind Huhtamäki’s change of mind.
Group management had lost its faith in Osy’s ability to deal with
its problems and, moreover, Huhtamäki’s own strategy was being
revised. It intended to focus on its strongest sectors and use them to
become more international. Faucet production was not one of these
sectors.
A meeting between Huhtamäki senior management and Erkki and
Pekka Paasikivi was held in December 1982. Huhtamäki proposed
that the faucet factories should be merged, with Osy taking over Oras.
Huhtamäki gave no clear picture of what would happen to faucet
production afterwards; presumably it would have been rationalised
and then sold.
Oras had also been thinking about the state of domestic faucet
production. The company wanted to expand abroad and had already
bought a majority holding in a small German company but, before
it could internationalise, it needed a strong, profitable position at
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home. This was not possible in a situation of intense rivalry between
two domestic producers. Selling the family company was out of the
question for the Paasikivis. Their eyes were already set on a future
where Oras was a multinational producer operating in several
countries.
On the other hand it appeared that Huhtamäki might be willing
to sell Osy instead of buying Oras, so the Paasikivis made an offer.
This satisfied Huhtamäki, which would now be able to divest faucet
production immediately and not at some time in the future. The new
solution being acceptable to both sides, the discussion moved on to
the price, on which agreement was also quickly reached.
The acquisition of Osy proved to be extremely advantageous to
Oras. It later calculated that it recovered its investment in three years.
Among other things, it could make great future cuts in spending
on marketing. Competition between the faucet makers had been
reflected in television advertising, in which both had invested major
sums. After the acquisition Oras slashed its advertising, saving
millions.
The acquisition was the largest event so far in the history of the
Paasikivi family company. The net sales of Osy were two-thirds that
of Oras and its payroll was nine-tenths as great. After the acquisition
the number of Oras employees almost doubled to a thousand.
Oras became the owner of Osy from the start of 1983 and the
operations of the two companies were merged in March. Oras
employees regarded the acquisition as a good thing. The long period
of competition between the two had ended in victory for Oras, due in
part to the efforts of its employees.
On the Osy side, there was uncertainty about the future and
disappointment in Huhtamäki. The acquisition had been a surprise
because it had been expected to take place in the reverse direction.
Osy’s managing director and many executives were bitter towards
their former owner. They felt Huhtamäki had withdrawn its support
at a crucial moment.
Employees at Osy were also concerned for their jobs. The fear
was justified among office staff because, for example in domestic
marketing, Oras and Osy had overlapping organisations. The
management and many office staff resigned to take up jobs elsewhere
and some office personnel were dismissed. Osy factory workers also
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feared redundancies but Oras management convinced them that
there would be no dismissals.
Faucet production continued at Osy’s factory in the Kaivopuisto
district of Rauma, now part of Oras. The production of pipe fittings,
previously made at small rural workshops established a decade earlier,
was also transferred there. Modernisation of the obsolete, labyrinthine
facilities at Kaivopuisto required fundamental structural engineering
work. New machinery and equipment was also acquired.
After the acquisition Oras operated at three locations. The
reorganisation of jobs meant that office staff transferred to a new
workplace. Long-time Oras employees and former Osy staff had no
trouble learning to get along and work together, although they long
remembered their origins.

From two brands to one
Oras products were now divided into Oras and Osy faucets, Oras ball
valves and Osy pipe fittings. Because there were two brands, each
needed its own marketing organisation. Moreover, the company now
produced single lever faucets and thermostatic faucets that competed
with each other.
Despite the incongruity of the situation, the company did not plan
to move to a single brand or to trim its product range. It assumed
that wholesalers would prefer conditions of continuing rivalry, albeit
limited. Oras was also anticipating the arrival of foreign products in
the Finnish market, creating tougher competition. At that time, Osy
faucets would be needed to complement the Oras product range.
In practice, the costs of running two brands proved to be excessive.
Moreover, market research indicated that consumers found the Osy
name unattractive. Osy faucets were therefore brought under the Oras
trademark, although the company intended to continue producing
them in the belief that some consumer groups would still prefer them.
Next, wholesalers and installers began to query why Oras was
selling overlapping products, which were a source of extra work
for them and wasted shelf space. Oras pruned back its product
range in the middle of the 1980s, keeping one model of each faucet
type in production. Product rationalisation brought a significant
improvement in profitability.

67

EUROPEAN FAUCET
PRODUCTION
1982–1989
Growth and internationalisation

>> The young
managing director
Pekka Paasikivi in
1983.
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By the start of the 1980s, only a few Finnish companies had established
a factory or a marketing company abroad. As time went by, however,
foreign subsidiaries came to be regarded as increasingly important
for competitiveness and net sales. Exports of goods from Finland to
western markets did not live up to expectations nor guarantee growth
for the company.
The first Finnish businesses to internationalise had been major
forest industry corporations and the metals and engineering industry.
Now there was also a trend for smaller companies from other sectors
to establish foreign units.
Oras began to expand abroad because it saw no prospects
for a significant rise in demand in the domestic faucet market.
Furthermore, its exports had not achieved the target 20 percent of
net sales but were marking time at about 10 percent. It knew the
technology of its faucets was first-rate and was confident that foreign
expansion would be successful.
In reality, it proved to be fairly complex to absorb the foreign
businesses it acquired, and more difficult than assumed. The states
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of the companies it acquired were also rather different to what it
expected, although serious fiascos were avoided.
The internationalisation of Oras was based on offering products
that were competitive in foreign markets. Oras’ philosophy of
customer centric operations was also very important. On the other
hand foreign corporate cultures were unfamiliar and so were local
conditions. Oras employees sent to work at subsidiaries abroad often
had to depend on their own wits and initiative. All in all, about a
dozen Oras employees worked abroad for long periods at this time,
their families with them.
Another problem was obtaining foreign employees for positions of
responsibility. Those who best knew the faucet sector were working
for major companies and were not interested in the small, strange
Finnish firm. Lower-echelon staff had to be hired for managerial
positions and sometimes were not up to the job.

Adapting to Central Europe
In charge of Oras’ business operations in Central Europe for
more than fifteen years, Ilkka Liukas confronted the challenges of
internationalisation more closely than others in the company. After
working for several years in Finland as administrative director, he was
sent to Germany in 1984 to head the Goswin faucet plant that Oras
had acquired. Though lacking experience of foreign operations, he
had abundant zeal for the task.
For a man of his systematic nature, learning German posed no
difficulties. The greater problem was that Goswin close up looked very
different to how it seemed when seen from Finland. The true state of
the company did not become clear for another couple of years until
Liukas had put its accounting systems in order.
He quickly familiarised himself with the German faucet market; it
was thanks to him that a major German wholesale organisation began
carrying Oras single lever faucets. This was the breakthrough for the
company’s Central European business.
When operations expanded to France, Liukas lived with his family
in Paris for three years around the start of the 1990s. In France too
he built up contacts with wholesalers and installers. Sales got off to a
good start but then stopped growing because of the recession.
As the head of Central European operations, Liukas travelled from
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country to country in the 1990s, trying to develop a second major
market alongside Germany, but without success.
Market segmentation was a powerful trend in Central Europe at
the time. Liukas tried to persuade Headquarters of its importance
but felt that his views were not properly understood. The high-end
segment played an insignificant role in the Nordic countries, so Head
Office doubted that faucets aimed at wealthy consumers would reach
a profitable volume.
Despite Liukas’ efforts, it took a long time before Oras realised
that it needed an upper segment faucet as a flagship to promote the
company’s brand and its image in Central Europe. Without such
faucets it could not succeed in the region.
Ilkka Liukas points to segmentation as a sign that the challenges of
internationalisation extended beyond exporting Oras technology and
practices to Central Europe. It was also a question of understanding
the character of local markets. This took a long time.
The end of the decade brought him a change of venue and a different
corporate culture. He relocated to Poland to run Oras operations there
and oversee construction of the new factory at Olesno.

Faucet industry breakthrough
In the 1980s European faucet manufacturers generally produced
for their home markets. Only a few major manufacturers had a
significant volume of exports. In most countries there were various
restrictive regulations and local practices that prevented imported
faucets from gaining a foothold. For example the characteristics and
standards demanded of faucets varied from country to country. In
addition, wholesalers tried to favour national production.
There were about 100 faucet factories in Europe at that time, a
few major ones and dozens of smaller firms. With the slowdown
in housebuilding in the previous decade, the total capacity of the
factories exceeded demand. Most producers were expected to be
forced to close within a decade. Perhaps only 10–20 of the largest
would survive, dividing the European market between them.
Oras’ international expansion was targeted initially at Central
Europe. The broadest and most fierce competition was in the West
German market. Its largest producers were Friedrich Grohe and the
slightly smaller Hansgrohe, companies with common roots, as their
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names indicate. Below them were medium-sized producers, Hansa
Metallwerke, Ideal Standard, Kludi and Rokal, followed by a large
number of small firms. The output of the major manufacturers
included many other bathroom fittings in addition to faucets.
Wholesalers were important players in the West German water
fitting sector. Because of their strong position, each manufacturer
had to adapt to the strategy of the wholesaler that served as its
distributor.
Neighbouring France, Switzerland and Austria had some mediumsized manufacturers. Italy to the south had a couple of medium-sized
ones and many small firms. In the socialist countries, state-owned
factories produced faucets for local needs.
Of the Nordic countries, Denmark had the greatest number of
manufacturers, Damixa being the largest. In Norway there was just
one factory, Lyng Armatur, which had previously dominated its home
market but which was losing its position amid foreign penetration of
the Norwegian market.
In Sweden, FM Mattsson and Mora Armatur were located in
the same district, as Oras and Osy had been in Finland. The third
Swedish producer was Vårgårda Armatur. The Swedes were able to
operate efficiently and at competitive prices in their home country
but their exports were hindered by Sweden’s product standard, which
differed from the European one.
The European umbrella organisation for the faucet and valve
industry was CEIR, le Comité de l’Industrie de la Robinetterie. CEIR
had been established in 1959. In the 1980s its members consisted of
over 1000 companies in 16 national groups. The CEIR organisation
was formed of three product committees for (1) sanitary fixtures, (2)
gas, water, heating and fire-fighting fittings and (3) industrial valves.
CEIR tackled commercial and technical questions in the faucet and
valve industry in coordination with other HVAC sector players. One
objective was the harmonisation of national norms and standards.
The most important decisions were made at conferences, arranged
each time in a different member country.
CEIR’s greatest source of concern was overcapacity in water and
other fittings, the result of the construction slowdown around Europe.
Home renovation was not expected to provide a solution because, in
many countries, rent control curbed interest in renovating. It foresaw
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a trend towards to concentration and a reduction in the number of
water fitting producers. When large companies bought out smaller
ones, some of the overcapacity would be eliminated.

Acquisition in Germany
By the 1980s it was vital for Oras to grow internationally because
Finland was no longer an adequate market area. Even at the design
stage, the Safira single lever faucet had been intended for sale abroad.
In 1982 Oras launched a more developed and competitive model, the
Super Safira.
Under the name Discamix, the Safira had been marketed in
Germany since 1977, when Oras had sold a production licence for
the faucet to Goswin & Co. GmbH. The Discamix was not in fact
entirely produced by Goswin, because Oras supplied its cartridge.

When the umbrella
organisation for the
European faucet
and valve industry,
CEIR, met in Helsinki
in 1984, participants
also visited Oras’
factory in Rauma,
where they were
greeted by Jukka
Paasikivi (right).
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Concept and strategy of internationalisation
In the 1970s a company’s purpose was still encapsulated in its mission
statement. This generally mentioned its fields of operation, its intended
customers and its aim of generating a profit. At the end of the decade,
however, the latest trends in management science began to regard it as
pointless to consider a company’s mission. Strategy now became the
motivating force.
The Scandinavian Institutes for Administrative Research (SIAR), one of
the foremost European consulting companies in management science,
emphasised that a company should consider its target groups and its
customers’ needs. All company operations should combine to create the
greatest possible benefit for the customer.
SIAR’s strategic ideas appealed to the Oras leadership. After Pekka
Paasikivi had become managing director in 1979, close cooperation was
begun between Oras and SIAR. Advised by SIAR, the Oras management
team analysed the key issues for its business idea and company goals.
It determined that the company needed a vision that its subprocesses
supported.
The business idea of internationalising Oras was developed in the
1980s with Investcon of Finland and its leading consultant Bjarne Peth.

Once the technical specifications of the Super Safira were ready, the
parties began to discuss how their partnership could be developed.
After negotiations Oras acquired 60 percent of the shares of Goswin
in March 1982.
The German company had been established in 1919 and had begun
producing faucets in the 1930s. Its factory was in the town of Iserlohn,
in the state of North Rhine-Westphalia. Iserlohn and the area around
it constituted the heart of Germany’s HVAC sector.
Since the Second World War, sales of Goswin two-handle faucets
had been able to count on West German economic growth. The
agreement with Oras had also allowed Goswin to market a single
lever faucet. New office premises were completed at Goswin’s factory
in 1978 and the company’s payroll rose to about 140. It had also
established a subsidiary in France.
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The founding principles were still derived from SIAR. It was realised that
corporate acquisitions abroad were not enough in themselves. The most
important thing was to distil the business idea behind foreign expansion
and the added value that a Finnish owner would bring.
Oras’ operations were also influenced by the doctrines advanced
by Professor Reijo Luostarinen in his book “Internationalisation – a
company’s crucial growth strategy in the 1980s”. Luostarinen believed
that Finland was too small for its companies to be able to trust that
national growth alone would maintain their competitiveness at a time
when markets were becoming more open and international. Nor would
traditional exporting be able to ensure the sales volumes required for
competitive unit costs. The only way for Finnish companies to survive
was to establish themselves abroad through corporate acquisitions and
by founding subsidiaries.
In becoming international, a Finnish company should seek small
segmented customer groups which had needs that could be satisfied
with distinctive products and services that brought added value to their
consumers. Success in this could transform a small company focused on
its domestic market into a multinational player, perhaps even a global
leader in its field.

Goswin’s office and
factory buildings in
Iserlohn.
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Yet despite their achievements, Goswin’s owners were concerned
about the future. They felt that the company needed greater size and
more advanced technology to be profitable. Goswin was looking for
a partner to provide it with extra resources.
Oras in turn was seeking a stronger foothold in the German and
French markets. It was dissatisfied with the level of Discamix sales.
It believed that the Super Safira and a local subsidiary would help it
to be more successful.
But Oras lacked experience of operating abroad. It did not exactly
know what to do with Goswin now that it controlled the company.
Moreover it became clear after a while that, contrary to Oras’
assumptions, Goswin was making losses.
Initially Oras did hardly anything to intervene in how Goswin
operated. Its attitude may have been influenced by the fact that
Goswin was a family company. Oras also assumed that Goswin
understood the two-handle faucet business. At that time these were
the dominant type of faucet in West Germany.

Access to the market
In the absence of a clear strategy, Goswin’s profitability did not
improve. Its management also started to lose heart, so Oras decided
to appoint a Finnish managing director to the company. Ilkka Liukas,
Oras’ head of administration, took up the post at the start of 1985.

Goswin’s showroom
also displayed Safira
single lever faucets
marketed under the
name Discamix.
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Within the same year Goswin’s two-handle model was updated, its
manufacturing streamlined and production of its Discamix single
lever faucet was transferred to Finland.
These measures did not bring a decisive change for the better.
Goswin’s net sales shrank lower than it had been at the time of its
acquisition. Its share of the West German market was now only a
couple of percent. It also required more finance.
The German minority shareholders announced that they were
unwilling to invest new capital in the company so Oras decided to buy
them out in 1987. From then on, Goswin operated as a wholly-owned
subsidiary of Oras but under its old name. Prospects still did not look
good but a decisive turn for the better lay just around the corner.
Goswin had been selling its two-handle faucets via a wholesale
organisation called ISG Sanitär-Handelsgesellschaft, the largest in its
field. ISG bought single lever faucets from Hansa, another German
producer, but Hansa had refused to grant it discounts on large orders.
ISG therefore decided to change supplier and add the Discamix
(Safira) to its range, selling it under its own label as the Concept.
Like the Discamix, ISG’s Concept faucets were to be manufactured
in Rauma.
The private label contract agreed with ISG in 1987 meant a
breakthrough for Oras in the West German market. Because the
wholesaler operated throughout the country, sales of the Concept
reached significant numbers. With ISG ordering the faucets via
Goswin, the West German subsidiary became viable.
By the end of the 1980s the factory at Iserlohn was producing nothing
but two-handle faucets and certain valves. It now employed only half
as many people as five years earlier. In the Oras organisational chart,
it was defined as a local facility.

Acquisition in Norway
After the acquisition in Germany, Oras turned its international gaze to
the Nordic countries. The Nordic agencies that had been representing
Oras had not achieved the desired level of Safira sales. In 1983 Oras
concluded that penetration of Nordic markets would require a local
acquisition.
Conveniently for Oras, the owners of Norway’s only faucet factory,
Lyng Armatur A/S, were looking to sell it. The factory had been
77

Pekka Paasikivi and
Bjørn Lyng reached
agreement in
November 1984 on
Oras’ acquisition of
the Leksvik faucet
factory.

established in 1958 and had been owned by a Norwegian businessman
BjØrn Lyng since 1963. Its location was Leksvik, in central Norway
near Trondheim. Bjørn Lyng operated a number of businesses in the
area but had now decided to become a hotelier in the Canary Islands.
Lyng Armatur made two-handle faucets and a single lever faucet
called the Omega. Its market share had turned down after Swedish
faucets had entered the Norwegian market. Its two-handle faucet
was competitive but its single lever faucet was significantly lower in
quality than Swedish ones.
Oras saw Norway as an attractive market area. Even if its total
demand for faucets did not grow very much, there would be a
shift towards single lever faucets and automatic, thermostatic and
pressostatic faucets. When wealthy Norwegians renovated their
bathrooms and kitchens, Oras would have exactly the right faucets
to offer them.
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Negotiations about Lyng Armatur were concluded in November
1984 and, and at the start of the New Year, Oras acquired its share
stock. Its 115 employees at the Leksvik factory were now working
for Oras. The deal included the purchase of factory machinery and
equipment but not the buildings. Oras acquired them in 1990.
Finns who visited Leksvik found it to be a rather remote location,
although this did not prevent the acquisition. The roads leading to it
were difficult to drive. The airport at Trondheim, the largest town in
central Norway, was only 30 kilometres distant but the road journey
required a long detour to the north or the south. Both routes included
a half-hour ferry ride and both took two hours. Later a bridge was built
on the northern route that shortened the journey.

Reorganising business operations
At the time of the acquisition, Lyng Armatur’s market share was down
to 30 percent and still falling. Oras had no intention of repeating the
mistakes it had made in Germany where it had initially allowed its
acquisition to continue operating as before. Managing director Pekka
Paasikivi moved to Norway with his family at the start of 1985, to
spearhead the necessary business changes.

The faucet factory in
Leksvik, on the shore
of Trondheim fjord.
Oras took over its
management at the
start of 1985.
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Oras also took over Lyng Armatur’s Oslo office, which was needed
because of Lekvik’s remoteness. The office was run by sales manager
Erik Björklöf and handled contacts with Norwegian wholesalers and
installation firms.
A development programme was drawn up for Lyng Armatur, aimed
at a significant increase in sales. This was to be done by channelling
Oras faucets to the Norwegian market. Production of the Omega
single lever faucet at Leksvik was to end and be replaced by Safiras
imported from Finland. However production of two-handle faucets
in Leksvik was to continue. Local manufacturing was important to
the Norwegians and their wholesalers insisted on it.
The development programme included renovation and automation
of the Leksvik factory. This reorganisation of production made some
workers redundant. The other reason behind dismissals at Leksvik
was that demand for two-handle faucets turned down faster than
expected.
The dismissals attracted a great deal of attention in the Trondheim
region and farther afield. Employees at Leksvik accused Oras of
breaking its promises, and there were growing rumours that the
factory was to be closed. In fact the 80 people still working there kept
their jobs and, in time, regained their faith in Oras.
In 1986 the name Lyng Armatur was changed to Oras Armatur A/S
Leksvik Fabrikker. Arnfinn Aasen, who had been its sales manager,
was appointed managing director. It was a successful choice because
he had the confidence of the employees and Oras alike. While
ensuring that the company operated profitably, he also fostered good
relations with customer companies. Later he played a major role in
developing marketing for the whole Oras group.
In 1987, Jari Paasikivi relocated to Norway, accompanied by his
wife and two small children, to serve as marketing manager. Based
at Oras’ Oslo office, his mission was to develop Oras marketing in
Norway and stay abreast of operations at the Leksvik factory from a
local vantage point.
Tauno Kavén moved from Finland to be technical director at
Leksvik, responsible for bringing Oras practices to the factory and
making production more efficient. The Norwegian employees were
as skilled as Oras workers in Finland but Kavén felt their work lagged
in precision.
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Conduit for Oras faucets
To replace the terminated production of single lever faucets at Leksvik,
part of the production process for the Oramix pressostatic faucet was
shifted from Finland to Norway. Injection moulding and chrome
plating of the faucet’s plastic casing was still done at Isometsä but it
was assembled at Leksvik.
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Workers at Leksvik had a monthly salary whereas Rauma had
a piecework rate. The Norwegians rejected Kavén’s proposal for
piecework at Leksvik, saying that the time rate system was also
effective. To his surprise, Kavén found this was true.
One of the first measures taken at the factory was to discontinue the
production of brass bars and to use bars supplied by Outokumpu, a
metals producer. The production organisation at Leksvik was changed
to resemble the structure at Isometsä. In place of departments, areas
of responsibility were now divided by product. Productivity was also
improved by transferring staff from support operations to production
and by combining production stages.

The Leksvik factory
was toured by King
Harald of Norway in
2004, accompanied
by Queen Sonja,
who were guided by
managing director
Arnfinn Aasen. The
royal couple also
visited the factory
in 1987.
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A Safira Familia
brochure in
Norwegian. After a
safety button had
been added to the
Super Safira to stop
water temperature
being accidentally
turned up too high,
the faucet was
renamed the Safira
Familia. Now it was
safe for children, too.

82

The Oramix quickly became a success
in Norway because it stopped pressure
fluctuations causing changes in the
temperature of water from the faucet.
Pressure fluctuations were common in
Norway because of great differences in
altitude within water supply networks.
The Oramix was particularly popular
among people who lived in single-family
homes and heated water with electricity.
The faucet did its job so well that it became
known as problemløseren, the problem
solver. It may have been expensive but
no competitors appeared.
Faucets previously produced at Lyng
Armatur often had design faults but the
Oramix and the Safira were durable and
problem-free. Their high quality now
spurred the sales force to redouble efforts
in marketing and customer relations.
As in many other countries, faucet producers in Norway sold
their products to wholesalers, which then resold them to plumbers
and installation companies. There were five significant Norwegian
wholesalers in the 1980s. They operated from the main cities, each
focused on a single area. Oras products received favourable treatment
from them, not only because of their high quality but also because
Oras was the only company with a factory in Norway.
Oras management wanted Norwegian customers to know its
products and their characteristics, which meant more than just
product launches. It established a Faucet School such as already
existed in Finland. The School helped to instil trust in Oras faucets
among installers while teaching how to use them.
Customers were invited to visit Rauma and tour the factory at
Isometsä. It was an impressively modern plant that showed off Oras’
high skills and performance. Any prejudices that may have been felt
towards Finland were swept aside.
Marketing campaigns were organised to promote Oras sales in
Norway. The Oramix, the Safira Familia kitchen faucet and Leksvik’s
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own two-handle faucets all had their own campaigns. Sales turned
up before the end of 1986. At times demand was so strong that
production had difficulty keeping up with it.
The competing Swedish faucet producers may not have had their
own factories in Norway, but they knew the market and how to sell.
However, their single lever faucets used older technology.
Economies of scale also favoured Oras and the company took over
the position of leader in its field in Norway. By the end of the 1980s
its market share was above 50 percent. The achievement can be
attributed to production quality and the work of the sales organisation.
Acquiring a subsidiary in Norway had thus quickly proved to be an
astute business move. Success was achieved with first-class products
and by purposefully transferring business practices from Finland to
Norway.

Danish experiences
In Denmark Broen Armatur had represented Oras since the end of
the 1960s, selling two-handle faucets and small quantities of Safiras
under the name Broen Mastermix. In consequence, when Oras
established a Danish subsidiary in 1984 and began its own marketing,
the Oras name was almost unknown in the country.
Oras Armatur A/S under the leadership of Poul Vithen concentrated
on marketing the Safira. It was a difficult task because wholesalers
were unwilling to add yet another faucet to their ranges. Installers
were encouraged to publicise the Safira to consumers and thus create
demand for it.
The Danish market was challenging because it was so different
from Finland’s. It faced competition from the three strong companies
in the faucet sector: Damixa and CN-Børma, which were Danish,
and Friedrich Grohe from Germany. Another disadvantage was that
two-handle faucets were still strongly popular and the established
producers had modern models that had won the approval of
consumers.
Single lever faucets, on the other hand, were unpopular, because
Damixa had previously offered a model that was difficult to use
and inconsistent in quality. Nevertheless Oras long persisted in
promoting the Safira in Denmark with a message about water and
energy savings. Not until the end of the 1980s was the strategy
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changed, and the company began to offer two-handle faucets made
at Iserlohn. The faucet resembled the model offered by Grohe and
so it sold well.
Oras also offered the Optima thermostatic faucet in Denmark but
with poor success. It brought the Optima to market rather late because
it had wanted to develop a version that would retain its functionality
in water with a high lime content. The Optima was a quality product
but thermostatic faucets from Damixa and Mora Armatur already had
an established position. Perhaps Danes were also suspicious of the
design of the Optima, which differed from other thermostatic faucets.
The high lime content in mains water caused malfunctioning in
all Oras faucets. Solutions to the problem had still not been found
by the end of the 1980s. Another challenge was to develop marketing
methods suitable for Danish conditions. Faucet School again proved
its worth in training the staff of customers and partners and became
an effective part of operations in Denmark. By the 1990s demand for
Oras faucets, particularly the Safira, was growing.

A European company
Oras expanded during the 1980s to be a European faucet manufacturer
operating in six countries. Its products were made in Finland, West
Germany and Norway, and it had a marketing company in three other
countries, Denmark, France and Belgium. And it exported products
to other countries in Europe and beyond.
A multinational company needed to operate as a single unit.
Already by the end of the decade, Oras manufacturing operated
according to a harmonised plan. This increased efficiency and
improved competitiveness.
In the Oras group as a whole, the Isometsä factory at Rauma had
a central position. Sixty percent of the production at Iserlohn and
Leksvik had originally been made at Isometsä, and a significant
number of faucets manufactured entirely at Isometsä were marketed
via Iserlohn and Leksvik in Germany and Norway.
Of the three marketing companies, Denmark’s Oras Armatur
A/S was directly owned by Oras. The French sales company Goswin
Robinetterie S.A.R.L. had been established by Goswin before it was
taken over by Oras and remained under Iserlohn. The Belgian sales
company Goswin Benelux B.V.B.A. was established by Goswin in 1987.
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In Denmark Oras was the fourth
largest company in the faucet sector.
Initially its sales were mainly of
single lever faucets but from the end
of the 1980s it offered two-handle
faucets too. The model made in
Iserlohn sold well in Denmark
but the Safira did not catch on. It
became number one among single
lever faucets, but two-handle faucets
still ruled the Danish market.
In France domestic manufacturers
had a strong position but German
producers had managed to win a foothold. From Iserlohn, Oras
marketed its German production, as well as faucets made in Finland,
to France. It had high expectations of the French market because
although two-handle faucets were still dominant, sales of its single
lever and thermostatic faucets had begun to take off.
The Germans had conquered more than half of the Belgian market.
Oras calculated that, as the owner of the Iserlohn factory, it could enter
the market as if it were a German producer. Like France, Belgium
appeared promising at the end of the 1980s and Oras intended to use
it as a bridgehead to enter the other Benelux countries.
In terms of market shares, Oras’ position in Finland was so strong
that it could not have been better. At the end of the 1980s two-thirds
of net sales came from Finland. From this perspective the European
expansion of the company had still not progressed very far. On the
other hand, sales abroad had trebled within a decade and there were
good prospects for increasing them further.
In Norway Oras’ market share was over fifty percent, in Denmark
about ten percent, in Germany five percent and in France three
percent. Entry into the Swedish market had failed and with products
imported from Finland Oras had a market share of two percent.
Raising this figure would provide plenty of challenges for the decades
ahead.
Many Finnish companies made mistakes abroad that resulted
in major losses. Oras was more successful; after a difficult start it
had transformed its foreign subsidiaries into profitable operations.

Ilkka Liukas
confronted the
challenges of
internationalisation
while running
Oras operations in
Germany, France and
Poland.
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Jean Marie Cattin
headed Oras
operations in France
in the 1980s and
1990s.

This success was largely a
result of learning quickly from
experience.
The differences between
Finland and other countries were
at their clearest in two-handle
faucets. This type of faucet
retained a large share of the
market outside Finland even in
the 1980s and so it had to be kept
in the product range. Oras was
confident, however, that demand
in the future would shift towards
Oras’ strong products, single
lever and automatic faucets.
At the same time it was
evident that rivalry between
faucet producers would expand
from Europe to cover the whole
world. Oras prepared itself for globalisation by starting to study the
operations of American and Japanese producers. Expansion beyond
Europe was no longer an entirely bizarre idea.

Exports to the Soviet Union
Once it had established foreign subsidiaries, Oras’ direct exports
declined because the subsidiaries were in the countries where its
products were targeted. Meanwhile, its acquisition of Osy had opened
the door to new countries for exports – Great Britain and the Soviet
Union. Exports to Britain soon ended because it would have had
to offer the British new products for which there was no demand
elsewhere. Sales to the Soviet Union, on the other hand, were good
in the 1980s.
Trade between Finland and the Soviet Union took place via a special
arrangement. The main principle was that exports and imports
should be balanced. There were quotas for different product groups.
Osy had managed to get its faucets into the quota for the HVAC sector,
while Oras had been excluded. After it acquired Osy, Oras could start
selling its faucets to the Soviet Union.
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Its first sales contract was made in spring 1983 with Stroi
materialintorg, a foreign trade organisation for the Soviet construction
industry, and similar contracts were agreed in the years ahead. The
deliveries left Rauma by rail to the Soviet Union four times a year.
They consisted mainly of two-handle faucets, plus some pop-up
wastes and single lever faucets.
Most of these faucets ended up in the hotels and spas operated by
Soviet labour unions. Faucets that were not part of official trade quotas
went to the major projects that Finnish construction companies won
in the Soviet Union, at Kostamus in Soviet Karelia, Svetogorsk near
Leningrad and Tallinn, Estonia.
In 1983 Oras obtained another Soviet order that was outside the
HVAC quota. The Merchant Marine Ministry in Moscow wanted to

The stand of Oras and
its partner Arabia, a
Finnish porcelain
producer, at a Soviet
trade symposium in
Moscow in the 1980s.
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establish a factory that would make single lever faucets that it could
supply to the merchant fleet. It needed western technology for this
and was ready to pay in convertible currency. Bids were requested
from Swedish and German producers too, but Oras was chosen.
It was a significant deal, worth more than the licenses that Oras
had previously sold to Germany and Yugoslavia. In addition to faucet
technology it covered deliveries of equipment to the future factory in
Leningrad and the design of factory operations. The Oras employees
involved in the project reckoned that the faucets were intended for
use in submarines, too.
The project ran late because the Soviet side wanted to study the
equipment in detail. They dismantled it so that it could be copied, but
were unsuccessful in reassembling it. Ultimately, the factory was still
not operating properly when the Soviet Union disintegrated.
Oras deliveries to the Soviet Union initially accounted for about five
percent of net sales but the share declined in the second half of the
1980s. In the final period of the Soviet Union, trade was deregulated
and the old foreign trade organisations were dismantled. With the
end of trade quotas, Oras exports to the Soviet Union ceased.
The Soviet market had been important for many Finnish companies.
When this protected export area disappeared, they sought to replace
it with sales to the west but, in many cases, goods that had been sent
to the Soviet Union were too high in price or too low in quality for
western markets.
Oras did not fall into this trap. Its focus was on western markets
and it had not come to depend on Soviet demand. Nor did it belong to
the Finnish business networks that had been formed for Soviet trade.

The centrality of Isometsä
Despite internationalisation the core of Oras business was in Finland
at Rauma, at Isometsä, Kaivopuisto and Rauhankatu. Of these three
places of business, Isometsä was pre-eminent. It was largely thanks
to the continuous improvement of production efficiency there that
Oras successfully developed into a European faucet producer.
Isometsä was where Oras produced single lever and automatic
faucets, a technically demanding process. It was where the company
developed products. It was the centre of its competence in chrome
plating and plastics as well as brass casting.
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When the largely automated foundry was ready at Isometsä in 1987,
the factory became an integrated faucet production plant. Oras head
office moved to Isometsä in the same year and the old Rauhankatu
offices were closed.
In 1989 its new chrome plating department was inaugurated,
then the largest in Europe. It increased the company’s ability to plate
plastic parts at a time of growing consumer appreciation for surface
finishing and design.
In addition to the Isometsä faucet factory, Oras had a valve factory at
Kaivopuisto. Valves remained a fairly unimportant part of its business,
at about a tenth of sales. Their markets were in Finland, and hardly
any were exported. Nevertheless, the company worked to improve
the efficiency of valve production and their marketing in many ways.

Jukka Koskinen
oversees the casting
of faucet bodies on a
semi-automatic low
pressure die casting
machine.
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Organisation of production
To be a success, a faucet factory had to improve quality while keeping
costs in check. Spurred by growing competition, Oras worked
continuously to improve production efficiency by automating and
reorganising production. Developing the skills of workers and
maintaining the motivation of employees were also important.
Automation was already fairly advanced at Oras by the second half
of the 1980s. Machines had taken on the heaviest and dirtiest jobs.
Employees had learned how to use computer-controlled equipment,
which was not always easy. Machinery had helped raise the quality of
output to a level of almost clockwork accuracy.
Quality circles began at Isometsä in 1982. These were where
employees and foremen discussed how work should be organised
from the perspective of the whole manufacturing process. Quality
circles had an influence on Oras corporate culture, which began to
emphasise direct communications between workers and management,
a less hierarchical atmosphere at work, and respect for the individual.
The personnel took a positive attitude towards quality circles
although many felt that only the employer benefitted from them;
they did not result in the pay bonuses that were sought. In any case
Oras’ good experience with quality circles led to the reorganisation
of production at Isometsä. In 1987 the production departments
were replaced by long areas of responsibility. Each zone handled
the production of its assigned products from start to finish and
was responsible for staying on schedule. The same reform was
implemented at Kaivopuisto in 1990.
The success of quality circles and areas of responsibility proved the
effectiveness of soft management methods. Impressed by the results,
Oras executives decided at the end of the 1980s to move to leadershipbased management. The former emphasised machines and products,
the latter people and organisation. Leadership was expected to offer
as-yet-unrealised opportunities for improving productivity.
Piecework pay was replaced with time rates in 1989. After the
changeover caused no reduction in productivity, managing director
Pekka Paasikivi said it showed the success of leadership, the ability
of managers to inspire the workforce and the positive attitude of
employees.
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Super Safira
marketing in
the 1980s.

Super Safira and other new faucets
A successful faucet factory needed to impress consumers with its
products. It was no longer enough for a faucet to be technically
functional and durable; now it had to be well designed, too. The first
signs of a shorter faucet lifecycle could be seen in the second half
of the 1980s. At the same time, design became a more important
competitive factor.
With its Safira single lever faucet, produced since 1976, Oras had
conquered the home market and obtained a foothold abroad. The
faucet had technical flaws, however, which needed to be eliminated.
There was also room for improvement in its design.
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In 1982 a new version was launched. The Super Safira (later the
Safira Classica) was more advanced than its predecessor in many
respects and the absolute top-class product in its field. It was the
Super Safira that assured Oras’ breakthrough in West Germany at
the end of the 1980s.
The Super Safira was quiet in operation and more user-friendly
than its predecessor. Strain testing had been used to improve its
durability and installation was easier. The body of the faucet was
smaller, which brought savings in raw materials and machining costs.
The combination of cheap-to-produce and easy-to-use was a great
commercial success. Marketing campaigns stressed how tightly it was
engineered; there was no fear of leakage for at least a decade.
Oras had invested not only in the technology of the Super Safira
but also in its design. It realised that appearance was motivating
consumer purchasing behaviour and had put a renowned industrial
designer, Jorma Vennola, in charge of its design. The company had
been working with Vennola since the 1970s.
In 1985 Oras brought new Safira models to market. Of these the
Safira Familia for basins and showers was intended for families with
children and was equipped with a safety button. The Colora and
Caratia models, meanwhile, marked the company’s arrival in the
market for coloured faucets.
Automatic Oras faucets – the Turvatermostaatti and the Oramix –
were not at their best when used in Central Europe. Because of the
characteristics of mains water there, the control unit suffered from
lime build-up. The problem was solved by producing the unit entirely
from stainless steel.
A more advanced thermostatic and pressostatic faucet, the Optima,
came to market in 1986. This model was targeted especially at Central
European consumers. The marketing message was that they too
could now enjoy a shower without the discomfort of temperature
fluctuations. Oras also believed that the design of the Optima would
appeal in Central Europe.
The Oras Sensiva, with its massaging shower jet, was another
innovation in the second half of the 1980s. Aided by marketing
campaigns, the Sensiva made a breakthrough in Finland and the other
Nordic countries. In Finland the campaign featured Lasse Viren, a
Finnish long-distance runner and winner of four gold Olympic medals.
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The colour-finished faucets that came into fashion in Central Europe
in the 1980s gradually began to affect conservative tastes in the faucet
sector. It had previously been difficult to persuade wholesalers,
designers or consumers to accept new products. Now the demand for
colour showed that consumers were starting to separate into different
groups, segments.
The Super Safira, the Safira Familia and Oras automatic faucets
were aimed at the core group of consumers who constituted the
great majority. They appreciated technical characteristics, water
savings and an inexpensive price. Coloured faucets, on the other
hand, appealed to the moneyed “new middle class”, who sought to
distinguish themselves from the mass with fine products. Above all,
they valued the appearance of their faucets and might replace them
simply to obtain a different colour or a distinctive shape.
In the Nordic countries in the second half of the 1980s there were
still relatively few such consumers, but there were already significant
numbers in Central Europe. In West Germany, for example, one in
every ten faucets sold had a colour finish. Oras responded to the
trend by marketing new coloured faucets and emphasising original
design.
In 1987 the factory in Leksvik, Norway began to produce the Arctica
two-handle faucet, which had a significantly different design to
previous Oras models. The Arctica came with various surface finishes
and colour alternatives, in the same way as the Safira Goldline range,
which began to be manufactured in 1989. As the name suggests,
Goldlines had gilded parts.
The marketing people were enthusiastic about colour-finished
faucets but the engineers responsible for Oras production had their
doubts. They regarded them as a transient fashion and did not believe
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Market segmentation

Vienda single lever
faucets came in a
range of colours and
finishes.
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that coloured faucets would displace chrome-plated ones. Coloured
faucets were sold at higher prices than chrome-plated faucets but the
colour surfacing deteriorated in use.
In fact, the popularity of coloured faucets continued into the
1990s, so a painting department was built at every Oras faucet factory.
Later, when consumers began to tire of colours, Oras ended their
production and closed the painting departments. Nevertheless, the
segmentation of consumers had not ended. Consumers in search of
individuality simply transferred their attention from striking colours
to refined design.
This trend was a new challenge for Oras. The company’s strategy
had been product-centric, meaning that the faucets it marketed had
uniform standards regardless of the country. Now there were growing
pressures towards consumer centricity. In future Oras would have to
make products specifically for certain consumer groups. Moreover the
products aimed at different countries would have to be non-standard,
in line with local tastes.

A decade of acquisitions and profitability
Oras’ net sales almost doubled during the 1980s. By the end of the
decade it was 110 million euros annually, 50 million greater than ten
years earlier. The company had also grown rapidly in the 1970s but
at that time its expansion had been based on organic growth. Now it
came from acquisitions.
The reason behind the change in strategy was the slowdown in
the faucet market both in Finland and elsewhere in Europe. The low
level of construction activity held down demand for faucets, too. Not
until the end of the 1980s did building renovation take off in the main
countries targeted by Oras.
In the 1980s acquisitions were the only way to expand. An
acquisition offered the opportunity to increase market share. It did
not guarantee it, but Oras made it work. By the turn of the 1990s
foreign operations already accounted for more than half of net
sales. The shift in focal area from Finland to abroad now advanced
rapidly.
Finland’s business press paid close attention to Oras’ result and
good profitability. In 1986, for example, it reported earnings of 19
percent before interest, taxes and depreciation, an extremely high
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The Oras
management team
in the early 1980s:
Ilkka Liukas (right),
Veikko Kauppi, Pekka
Paasikivi, Risto
Saarisalo and Jukka
Paasikivi.

figure for a Finnish engineering company. At the end of the decade its
operating profit had risen from 10 to 15 percent. It could now finance
product development and investment from cash flow.
Oras had no need for bank finance and especially not for the
foreign currency loans that Finnish banks were promoting. For many
companies such loans proved to be fateful in the slump of the 1990s,
when Finland’s currency was devalued.
Apart from a few major German faucet producers, Oras outpaced
all its competitors. Its profitability was as much as double that of
some smaller producers in Central Europe or Sweden.
With its strong finances Oras had good prospects for the 1990s. It
could continue to invest and to build a brand new factory in Germany.
In the decade ahead, many weak companies in the faucet sector would
have to close down. Only the strongest would survive and Oras was
among them.
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The Board of Oras
in 1995, Pekka (left),
Jari, Erkki and Jukka
Paasikivi.
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YEARS OF CHANGE
1990–1995
A shift of focus
During the 1990s European development was very different to what
had been expected. The disintegration of the socialist countries
and reunification of the Germanies transformed the political and
economic structures of the continent. Major changes were felt in
Finland, too. A recession and the end of bilateral trade with the Soviet
Union culminated in company bankruptcies, mass unemployment
and a banking crisis.
For Oras, there were major consequences from Europe’s political
turmoil and the domestic slump that began in 1990. This was a future
that had not been foreseen. The new decade had been assessed largely
from the perspective of what would happen in the faucet sector, where
restructuring had been expected to continue more intensely than
before and competition to become global.
In faucets Oras was the contender. It was the fourth largest
producer in Europe and number seven in the world. In autumn
1988 the company announced for the first time that it might expand
even beyond Europe. In fact, the time would not be ripe for this for
several years to come. What was happening within Europe would be
challenging enough.
Changes in the business environment had positive features as well
as disadvantages for Oras. German reunification set off an extensive
programme of building renovations in the east, and the company’s
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faucets soon won a share of it. On the other hand, the domestic slump
cut demand for Oras products in Finland. Fortunately the German
construction boom and Oras’ private label agreement with the ISG
wholesale organisation more-than-compensated for Finland’s decline.
The company decided to shift its focus towards Central Europe. It
foresaw a growing market area in France as well as Germany.
In the Nordic countries, Oras continued to do well in Norway,
where its competitive products and efficient marketing were gaining
market shares. Its success in Sweden had been limited but it now
intended to redouble its efforts there. Oras believed that Swedishmade faucets were no longer a match for imports; they had enjoyed
a sheltered domestic market for so long that their efficiency had been
eroded. The Germans, too, were preparing to attack the Swedish
market, so Oras had to get in first.
During the 1980s the Super Safira had proved to be a better product
than rival single lever faucets. By the end of the decade the head
start had been lost, and others were now able to produce comparable
faucets. However, Oras had no intention of giving up its technological
leadership. It was developing new electronic faucets for public
facilities and now also for use in the home.

Finland plunges, Oras soars
For Finnish companies the early 1990s were hard times. The recession
in autumn 1990 had taken them by surprise and, instead of being a
brief downturn as expected, it turned out to be an enduring slump.
The construction business was hard hit and Oras was dependent
on it. There was no point building more apartments when existing
ones were unsold. Construction of offices and industrial premises
also weakened.
Small construction firms were the first victims of the slump but
even some large ones went bankrupt or needed debt restructuring. By
the mid-1990s net sales and employment in the Finnish construction
sector had shrunk to half the level of the late-1980s.
Oras first felt the slump in the last quarter of 1990, when wholesalers
began to reduce inventories and cut orders. Valves as well as faucets
experienced falling sales. Unlike faucets, valves had no compensatory
growth markets abroad. All in all, Oras’ domestic business shrank by
40 percent in the first half of the 1990s.
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Elsewhere, Oras benefited from growing demand in Germany,
which more-than-compensated for the contraction in the domestic
market. Other prospects in Central Europe, on the other hand,
were gloomier. The French market, which had been regarded as
promising, turned down. Demand for Oras faucets in Belgium
stopped growing.
In all the Nordic countries, faucet production capacity exceeded
demand, and the warehouses of manufacturers and distributors
alike began to fill up. In this difficult situation, the best country for
Oras was Germany, where it was able to win market shares from its
competitors.
Even during the slump, Oras was acclaimed in the Finnish business
press. Analysing its financial statement for 1992, Talouselämä
magazine gave Oras ten out of ten for liquidity and capital adequacy.
Amid the slump it was hard to believe that such a company even
existed in Finland, Talouselämä wrote, let alone in the construction
sector, which was prone to cyclical fluctuations.
Oras was expecting 1993 to be a particularly bad year but in fact a
pleasant surprise was in store. The devaluation of the Finnish markka

The Oras factory in
Rauma in the 1990s,
when it reached its
current size.
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gave exporters an extra advantage. Oras already had no problems in
this respect, and now its competitive edge was even better, improving
in Germany significantly.
There was also good news from the Nordic area. Sales from a
subsidiary established in Sweden were growing, and faucet demand in
Norway was recovering. Meanwhile in Denmark, building renovations
were boosting demand for Oras’ water-saving faucets.
By 1993 two-thirds of Oras’ net sales was coming from abroad;
just five years earlier two-thirds had been from Finland. The rapid
shift in geographical emphasis was the reason for Oras’ success in
the first half of the 1990s, at a time when most Finnish companies
were in trouble.
If, at the start of the 1980s, Oras had not decided to reduce its
dependence on the domestic market, it might not have survived the
1990s slump. Its orientation towards Western Europe meant that it
had been paying close attention to its competitiveness and had already
achieved a strong position in its main target countries. Finland’s
devaluations only made it better.

The German market
The 1987 agreement between Oras and the German wholesale
organisation ISG, to market the Safira under the name Concept,
proved to be advantageous for both. Large numbers of Concept
faucets were sold and Oras’ net sales from Germany increased faster
than the average for the German faucet sector.
The differences between the Concept and the Safira sold in the
Nordic countries were so minor that manufacturing at Rauma could
be organised in an efficient and profitable way. No single competitor
was as successful as Oras in producing private label products for
a wholesaler. On the other hand, it seemed almost impossible to
sell faucets in Germany under the Oras brand. The business of
every wholesaler was based on selling the faucets of big German
manufacturers, plus, in some cases, private label faucets.
The future seemed promising, however, and Oras decided to build
a new factory in Germany. Admittedly the decision was impelled by
the fact that its old factory still belonged to the previous owners of
Goswin and they were terminating the lease. The new Iserlohn faucet
factory was ready at the end of 1990 and comprised a complete if small
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production department and a distribution centre. The machines from
the old factory were transferred to the new one.
In future the Iserlohn unit would employ about 100 people. It
produced two-handle faucets, and its distribution centre looked after
deliveries in Germany of Oras faucets manufactured on the spot and
in Finland and Norway. The managing director at Iserlohn was Klaus
Hager, who had joined Oras in 1986.
After the Iserlohn factory was ready, Oras began trying to launch
its own brand in the German market, despite the dominant position
of private label products. For increased visibility its Central European
subsidiaries were renamed in 1990, becoming Oras GmbH & Co. KG
Armaturen in Germany, Oras S.A. in France and N.V. Oras S.A. in
Belgium.
It made sense to try to operate under its own name because Oras
could now offer products specifically designed for the German
market. The foremost was the large and impressive Vienda, which
Oras invested heavily in marketing. Events were arranged for
HVAC professionals while consumers were targeted with print
advertisements.
At Frankfurt’s ISH fair in 1991 Oras showed off the Safira in various
colours, the Optima automatic faucet and the Sensiva shower set,
in addition to the Vienda. Also on display were Sierra and Sevilla
two-handle faucets. Oras had products for a variety of purposes and
consumer groups, but they did not sell well in Germany. Wholesale
organisations concentrated on their own brands and the products of
large local manufacturers, and would not add Oras faucets to their
product ranges. The position of private label products remained
strong in Germany.
Oras’ business in Germany was not, however, dependent on
Concept faucets alone. Following German reunification, apartment
buildings in former East German territory were being renovated and,
in the years ahead, as many as 90 percent of homes were modernised.
Oras obtained a strong position in supplying faucets for renovation
projects. Its business in the eastern part of Germany was run from a
sales office opened in 1991 in the city of Halle. The customers were
large housing companies and local housing co-operatives. The former
controlled thousands of rental apartments; in the latter the tenants
were the owners.
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Breaking ground
for Iserlohn’s new
factory in 1990.
Wielding the spade
are the managing
director of Oras
GmbH & Co. KG
Armaturen, Klaus
Hager (right) and the
Mayor of Iserlohn,
Heiko Wetekam.
Behind them:
Peter Svirsky (left)
and Gerhard Roos.
Photo: Iserlohner
Kreisanzeiger und
Zeitung.

The sales proposition was that Oras faucets would make great
savings of water and energy. It was a familiar message that had been
used in Finland and it worked in Germany, too. It took a while for the
competitors to realise they could copy it. Oras supplied large numbers
of single lever faucets to renovation projects until the end of the 1990s.
Many other Finnish companies were involved in renovating
buildings, supplying doors, radiators, and so on. The element
structures erected during the period of the German Democratic
Republic used technology that was familiar to the Finns from building
projects at home.
Oras was at least as successful in eastern Germany as German
faucet producers. They started complaining about a deteriorating
market before the middle of the 1990s. Demand for Oras products
remained good for several more years.

France and Belgium
Oras also sought to develop the business of its French and Belgian
subsidiaries. France constituted a major market area. Oras believed
it had similar potential to Germany, although the French were not as
interested as the Germans in faucets as an interior design element.
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Despite the cultural differences, French business operations began
well. Oras found distribution channels for its products and began
joint marketing with its wholesale customers. Net sales grew fast at
the start of the 1990s. It was not yet significant because the volume of
sales was still low, but Oras found French buyers for single lever and
thermostatic faucets, and demand for two-handle faucets outstripped
supply.
Oras began operating from new premises close to the town of
Mulhouse, eastern France, in 1992. By then, however, the French
economy had drifted into recession. Thereafter, construction was
confined to state-supported social projects. Only the cheapest faucets,
regardless of quality, were purchased for publicly financed housing,
and Oras sales turned down in 1994. The company responded with
marketing campaigns targeting the wealthiest consumer groups.
Demand for Oras products was already emerging.
German faucet manufacturers had entered the Belgian market in
the 1980s and Oras believed it, too, had good prospects. An advertising
campaign was arranged in 1990 which doubled its Belgian net sales
in a few years.

The head of Oras
operations in Central
Europe, Ilkka Liukas
(left), the managing
director of the
German subsidiary
Klaus Hager and the
head of production
at the Iserlohn
factory Haiko
Schlund, compare
Iserlohn’s old twohandle faucets with
Oras’ electronic
faucet.
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The Belgian subsidiary hired new employees and, in 1992, opened
a branch in Mechelen, near Brussels, with offices, a warehouse and
training rooms. Training was provided to the staff of subsidiaries and
people working for wholesalers and installation businesses.
But when Belgium also went into recession, Oras sales stopped
growing. It did, however, supply 400 touchless sensor faucets to the
washrooms at Brussels Airport in the mid-1990s, an order that was
regarded as promising.

Scandinavia

A sales company,
Oras Armatur Ab,
was established in
Sweden in 1990 and
run by Hans Scheéle
until 2006.
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Oras failed to obtain a foothold in the Swedish market in the 1980s,
but decided to make a new attempt at the very end of the decade.
There were two reasons for this. Swedish faucet producers – FM
Mattsson, Mora Armatur and Vårgårda Armatur – were smaller than
Oras and believed to be weak and incapable of resisting a challenge
from larger and more efficient producers.
The other reason was that German producers had also turned
their gaze to Sweden. Oras wanted to be in a good position when the
construction boom in Germany died down and German producers
began extending operations to Sweden.
Swedish local wholesale organisations
were informed in November 1989 that Oras
was starting operations there. Deliveries
of faucets from Rauma to Sweden got
underway the following spring. Oras
Armatur Ab began operations from an
office in Sollentuna in Stockholm County.
The Sollentuna sales office was rather
modest, located on the ground floor of a
house that Oras had acquired. The upper
floor was to serve as the home of marketing
manager Erik Björklöf and his wife AnnaMaija. Finding sales staff proved to be
rather difficult, because the applicants
made tough demands. As sales manager,
Oras engaged Hans Scheéle in 1990; he
had previously held the same position at
Mora.
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In addition to opening a sales office, Oras wanted to take over a
Swedish faucet factory, thereby instantly raising its market share from
a modest two percent to the target level of about 20 percent. At least,
that was the theory. In practice, Swedish faucet producers, which
were family companies closely committed to their home districts,
were unwilling to sell out, fearing that Oras would close down their
production. Indeed, Oras did not want to produce faucets in Sweden
because Rauma was close at hand.
Even without an acquisition, business in Sweden got off to a
good start. Oras quickly concluded sales agreements with HVAC
wholesalers, whose structure and operating models were similar to
those of Finland and Norway. There were a few large wholesalers
in the country, and an important part of the business was offering
annual discounts based on sales volume.
In autumn 1992 Oras took part in a trade show for real estate
professionals, held in Jönköping, southern Sweden, where it
presented its products to the Swedish HVAC sector. One of these
was the Oramix pressostatic faucet which, it felt, could take some of
the Swedish market for general thermostatic faucets. Next came the
Stockholm HVAC Fair, where it presented the Vienda single lever
faucet and the Bidetta hand shower. Fair visitors thought the products
interesting and a welcome alternative to Swedish faucets.
Faucet School was started up in Sweden. Oras targeted its sales
message at installers, telling that when they sold an Oras product they
were not buying into future problems. It meant that the faucet would

Oras staff in Sweden
at a trade fair in
Jönköping in 1992:
Lassi Lahti from
Finland (left), Björn
Eliasson, Hans
Scheéle and Mats
Enqvist.
105

operate properly and not give the consumer cause for future complaints.
The marketing of Swedish faucet producers, on the other hand, was
targeted at consumers and their advertisements featured families.
Oras Armatur Ab moved to more appropriate premises in Västerås,
central Sweden, in October 1993. In addition to an open-plan office it
now had a showroom and a warehouse.
Swedish construction activity declined in the early 1990s, but Oras
still managed to increase its sales to some extent. The recession hurt
local faucet factories. In 1993 demand for faucets declined by 15
percent and it was Swedish manufacturers who suffered. Without
renovation work, supported by public finance, the decline would have
been noticeably steeper.
Oras’ market share in Sweden grew promisingly to around 10
percent but there it halted. In the mid-1990s, local faucet producers
still dominated their home market despite the fact that Oras was a
larger company than the three local producers combined.
In Norway Oras already had a strong position and its market share
went on growing during the 1990s. Sales of single lever faucets also
developed well in Denmark, which suffered only a mild construction
downturn. Oras’ success in Norway and Denmark was due to a broad
product range but also to all-round, efficient marketing. Part of this
was training in Faucet School.

Russia and the Baltic States
After Russia was reborn from the Soviet Union in 1991, Oras exports
to the area shrank to a third of what they had been during the earlier
period of bilateral trade quotas. The company had not originally
bothered with the Russian market. It believed it lacked suitable
products for a country where demand was focused on two-handle
faucets. Moreover the single lever faucets that it had supplied to the
hotels and spas of Soviet labour unions were still working well and
the owners had no intention of renewing them.
In fact, the Russian market developed in an unexpected direction.
An emerging nouveau riche class wanted to forget the blandness of
Soviet times by acquiring luxury goods, including high-quality faucets.
Western producers reacted rapidly and began to offer their products
to Russia. Oras had a head start because its faucets were familiar to
Russians and had proved their reliability for decades.
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Oras reached out to Russian clients at symposiums, as they were
called, arranged by the Finnish Foreign Trade Association. Its main
aim was to find a Russian importer able and willing to pay for the
products received.
In the mid-1990s there was already significant demand for
faucets among the richest consumers of St Petersburg, who were
buying more “upper-segment” faucets than were sold in the whole
of Finland. Sales were promoted by close cooperation with local
importers. By 1995 Oras sales to Russia surpassed the level of
Soviet times. The market looked so promising that Oras decided
to expand to Moscow and elsewhere in Russia using its own sales
representatives.
Oras established a sales office in Tallinn, Estonia in 1993. In the
other two Baltic States, Latvia and Lithuania, it had representatives.
Business in these countries grew more slowly than in Russia, mainly
because consumption patterns differed from those of Russia. Baltic
citizens had little interest in expensive luxury products and based
their purchasing decisions principally on price. Moreover Oras
was competing in the Baltic States with German companies, which
were generally more successful in winning contracts to supply large
building projects.
Oras marketing in Russia and the Baltic States consisted mainly
of distributing product information to importers, and its product
catalogues were translated into each national language. Oras also
provided training to designers, who were the key decisionmakers
when product choices were made. There was a great need for
information. When Oras invited 50 people to a training event, far
more would show up.

Eastern Central Europe
The other countries to the west of Russia constituted a possible new
market area in the 1990s. They had suffered political upheaval and
were now beginning their transition towards a market economy,
arousing great interest among western companies. The change to
a western-style system did not, however, take place overnight. As
transitional economies, they had their own structures and approaches.
Western companies seeking a presence in the area needed to take this
into account.
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The building where
Oras operations in
Poland began in 1995.
The first two floors
were reserved for
the sales office while
marketing manager
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lived on the third. At
that time, Grzegorz
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von Buxhoeveden
and Pavel Lysakowski
worked with the
Björklöfs in the office.

Oras began to study Central European business prospects in
1994. It ranked the countries of the area and decided that the most
promising was the one with the largest population, Poland. Hungary
was considered as another priority country.
The Polish faucet market was expected to grow rapidly in the
years ahead. In September 1994 Oras decided to establish a Polish
marketing company that would have an office in Warsaw. Erik
Björklöf, who had been in charge of operations in Sweden, moved to
Poland to launch the sales effort. A small property was acquired in a
suburb of Warsaw, to serve as premises.
As its representatives, Oras hired enthusiastic young Poles who
spoke English. Their advantage was that they had not become mired
in the working habits of the socialist period. They appreciated the
quality of Oras products and believed in their potential. Oras’ way
of combining marketing with customer training also gave them
confidence in the company.

Evolving faucet technology
The production facilities at Rauma were still at the heart of Oras’
business in the 1990s. Although the faucet factory was not enlarged
during the first half of the decade, its efficiency was improved in many
ways. Isometsä was a source of great interest to foreign subsidiaries,
customers and partners. In 1992, for example, some 600 faucet sector
professionals visited the factory.
There had been a major reorganisation at the factory in 1989.
Product development, tool design and tool production, previously
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separate departments, had been combined into a technology group.
In future all product-related work prior to the manufacturing process
was done in the technology group.
The reform led to the adoption of computer-aided design and
manufacturing. Use of CAD/CAM programmes brought many
advantages. One was that information fed into the system was
immediately accessible to everyone who needed it.
The need for computer-aided design had been realised in the
mid-1980s when Central European consumer preferences about
the appearance of faucets began to change at an accelerating pace.
Getting a product from design to production was taking a lot of time
and a faucet might appear outdated to consumers when it finally
reached the market. The planning period, which might stretch on for
two years, needed to be shortened by half.
All Oras faucets used the same technical components to control the
volume of water flow and its temperature, but the faucet shape varied.
Nordic consumers thought that the most important characteristic was
functionality, so the shape of the faucet had to reflect its technical
nature.
In Central Europe, on the other hand, consumers wanted faucets
of impressive size and appearance. Suppliers needed to offer a broad
range of different products at a variety of prices. Consumers expected

Oras began using
computer-aided
design in the
late-1980s. At
the terminal: Ari
Määttänen. Standing:
Janne Rautavuori
(left), Jorma Vennola
and Jari Jäpölä.
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Noise research

Mika Westerholm
in the laboratory for
measuring faucet
noise, at the Rauma
factory in 1996.

A laboratory for measuring the noise level of faucets was
built at Isometsä factory in 1978. After the factory was
subsequently expanded, laboratory measurements began
to suffer from noise from the manufacturing departments.
Tests commissioned by the German wholesale organisation
ISG at the start of the 1990s, to check the results of the
Isometsä laboratory, found they were incorrect.
This was a serious matter because German wholesalers
would accept only the quietest products. Oras needed to
renew its noise laboratory completely and a project was
begun, supervised by German specialists. When it was complete in June
1993, the laboratory and its measurement room fully complied with the
German acoustic standard DIN 52218.
Acoustic tests were required in product development but also to be
able to conduct random checks on faucets in production. Tools used in
the production process could produce small changes in the noise output
of a faucet. When the laboratory found that a faucet’s noise level did not
meet its specifications, Oras needed to be able to react rapidly. Having
its own acoustic laboratory was a competitive advantage over faucet
producers that did not have one.

sculpted designs and a large number of comparable models. As tastes
changed, the life cycle of faucets was becoming shorter.
Jorma Vennola, the leading designer of Oras faucets in the
1980s and 1990s, realised that staying abreast of developments was
a growing challenge to designers. At product planning sessions,
German and Danish representatives, for example, would explain
what they needed to respond to the trends in their markets. Faucets
had become elements of interior design and the designer had to pay
attention to market segmentation.
Computer-aided design was an answer to the challenges of
product development. With instructions from a CAD workstation,
new machine tools could produce the moulds needed for faucet
production. Most of the previous design limitations were eliminated.
Oras’ investments in computer-aided design paid off in 1993, when
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the new Vienda faucet was brought to market. The first Vienda model,
meant for Germany, had gone on sale a few years earlier and a smaller
version suitable for the Nordic countries had also been produced.
Now Oras was able to offer a range of eight different Viendas with
six colour options. The design of the faucet was expected to appeal to
Central European customers.
The following year, new faucets for Central Europe, such as the
Linea, the Caratia and the Polara, went into production. Meanwhile
the Safira Natura and the Safira Classica were produced for the
Nordic countries. Computer-aided design had quickly modernised
the product range.

Electronic faucets stage one
In 1989, Oras took a far-reaching decision when it started a project to
develop electronic faucets for the home. Electronic faucets were not a
new thing for the company, because it had been marketing the Aqua,
produced by Butzke of Germany, in the early 1970s and had started
producing its own photocell faucet in the middle of the decade. But
the photocell faucet was intended for use in hospitals and had a rather
expensive price.
Now Oras was aiming at making a new generation of electronic
faucets at a lower cost than before, and wanted to market models
intended for home use. It was a challenging goal. At that time no rival
was developing a household electronic faucet. It was also a long-term
approach because the company did not know when demand for the
faucet would arise.
It acquired the knowhow required from a British company,
Scientific Generics, which Oras specialists visited to study the new
technology. Progress was rapid because the first electronic faucet
prototypes for the home were ready for the ISH fair in Frankfurt
in 1989. One of the prototypes was for the kitchen, the other was a
shower model. The faucets were connected to the water supply so that
fair visitors could test them.
They attracted a lot of attention. Oras was trying to convey a message
that electronic faucets were the coming thing, but few believed it and
many people treated them like toys. Moreover, the prototypes did not
work particularly well and had to be repaired several times during
the fair.
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Industrial design
1950s and 1960s
The selling points of Oras faucets were their functionality and durability.
Its two-handle faucets took their lead from Germany and were similar in
appearance to those produced by competitors.
In the mid-1960s, Osy changed the shape of its faucet handles.
Oras’ answer to Osy’s D-handle was a W-handle, designed by Tapio
Wirkkala. The shape did not, unfortunately, take production limitations
into account and subsequent problems meant that W-handles were
produced for only a few years. This was, however, Oras’ first attempt to
bring original design to its faucets.
1970s and 1980s
Questions of design remained secondary to technical matters,
exemplified by the first-generation single lever faucet, the Safira, which
came to market in 1976.
Design was gaining priority, however, and Oras realised that the faucet
field needed design professionals. Jorma Vennola became the company’s
long-term industrial designer. His first work was a thermostatic faucet
that went on sale in 1980. His second was the Super Safira, produced in
1982.
The freedom of the industrial designer was restricted by the need
for high-volume production and, for example, surface finishing
requirements. Implementing the ideal design would sometimes have
reduced production volumes and was not therefore possible. The
challenge facing the designer was to find the best possible solution
within the restraints imposed.

These problems did not hinder development work and, by 1991, the
company was ready to present the faucets in its new Electra series at
the Frankfurt fair. The first Electra, a photocell faucet that included an
infrared sensor, was intended for public facilities. Oras had produced
similar photocell faucets earlier but this new model was significantly
cheaper than its predecessors.
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2000s
With the new millennium, design surged ahead. In
Oras Alessi faucets, for example, technology was deemphasised. With design playing an ever-stronger
role, the production department needed to listen
closely to what the marketing department said about
consumer trends.
Another reason for the growing emphasis on industrial design was
Oras’ strategy of concentrating on the top consumer segment. Products
specifically aimed at this group, and appealing to its tastes, had to be
brought to market at regular intervals. At the same time, the company
was modernising the appearance of older faucet models, which also
increased the need for industrial design of a high standard.
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1990s
In the quest for individuality, consumer interest was
shifting from colour faucets to striking and refined
shapes. Producers needed to offer a variety of models
and many variations of each.
The adoption of computer-aided design made
faucet design easier. Even elaborate shapes were now
possible in designer faucets.
The second-generation Vienda faucet was the
first product produced by Oras using CAD. In 1993 it
introduced eight different Vienda versions, aimed at
Central Europe.
Oras also used CAD in developing electronic
faucets. The electronics brought an additional
element to the design and the faucet had to
incorporate a photocell.

Jorma Vennola
and the Optima
thermostatic faucet,
which he designed.
Photo: Länsi-Suomi.

On the other hand, an electronic faucet for the home kitchen was
a revolutionary innovation. Oras was the first manufacturer to create
one. The kitchen Electra was turned on and controlled simply by
touching its LCD display. The display also contained a memory. It
was described as a touch-operated faucet to distinguish it from the
touchless photocell faucets used in public facilities.
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The start of the
1980s saw the first
version of the Electra
faucet, designed
for households. Its
operations were
programmed using a
touch screen.
Ari Toivonen at work,
designing faucet
electronics.

The Kitchen Electra was not yet on sale. To test it and discover any
drawbacks, several dozen faucets were installed in the Rauma homes
of Oras employees.
However, electronic faucets for public premises were already in
demand. Oras launched its photocell Electra in a joint marketing
campaign with the HVAC sector, aimed at the healthcare sector,
the foodstuffs industry and providers of public washrooms. By the
mid-1990s it could see that manufacturing and sales of the faucets
were advancing well. The aim was to double sales each year.
At this stage, electronic faucets were using mains power. It was a
significant innovation and a mark of Oras’ technological leadership
that battery versions were ready in 1994. Now the Electra could
be installed by a plumber alone, without the aid of an electrician,
as the mains power faucet had required. It was also appealing to
homeowners that they could change the battery by themselves. Over
time the power consumption of the faucet was reduced, so the battery
lasted longer.
In 1992 Oras launched the Electra School in Finland to train the
staff of customers in the technology of electronic faucets. The aim
was to produce a future nationwide network able to install and service
the faucets. It was the same approach as had been used in its original
Faucet School. Electra School became another central part of Oras
marketing.
At the time, the main markets for electronic faucets were in
Finland and Norway but Oras believed that the greatest demand in
future would come from Central Europe. Its competitors there were
gradually noticing the dawning of the age of electronic faucets. In
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1995, for example, Europe’s largest producer, Grohe, acquired a small
company that specialised in electronic faucets.
Oras predicted that the new faucet technology would make its
breakthrough in the near future. The company’s 50th anniversary
book, published in 1995, predicted that by 2010 electronic faucets
would be as common in households as single lever faucets. Moreover,
by the turn of the millennium, every other Oras faucet would be
equipped with “smart” electronic functions. These faucets would
replace single lever faucets at an accelerating pace.

A new upswing
Finland was gripped by a slump for the first half of the 1990s but Oras
shrugged it off. Admittedly domestic net sales declined but sales in
Germany and Norway rose by more. After a couple of fairly subdued
years a new period of growth got underway as early as 1992.
1993 was a good year, when both sales and profitability improved
more than expected. Oras’ financial results were excellent in the years
that followed, despite the higher prices it had to pay for raw materials.
Buoyed up by its strong finances, the company was able to start
planning in the mid-1990s to increase its size many times over by
acquisitions. Naturally, this growth spurt would require knowhow
and successful products. At the time, many “new technology” Finnish
companies in the field of electronics were seeking rapid growth
through internationalisation, and Oras wanted to be one of them.
The prospects were good because it had the cash reserves as well as
its own new-technology product, the electronic faucet.

The new Oras
factory completed
in Iserlohn, Germany
in 1990. Photo: ScanFoto, Munich.
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GLOBAL MARKETS
1996–2001
Next stage of internationalisation
Economic development in the 1990s was in the direction of
globalisation. The term meant the creation of unified worldwide
markets. Finnish companies were among those being advised to
expand their operations beyond Europe. The alternative would be to
fall behind their competitors and cease to grow. Profitability would
suffer and they would ultimately go out of business.
In a globalising world, European companies were setting out
for other continents at the same time as competitors from other
continents were arriving in Europe. Previously sheltered western
European markets were now exposed to the full force of international
competition. The competitive edge of developing countries and the
transitional Eastern European economies came from their lower
labour and material costs.
The new competition forced traditional industrial companies
of Western Europe to rewrite their business strategies. The same
happened in the faucet sector. To succeed amid the new conditions,
they would require high technology and superior skills.
The internationalisation of ownership was another important
phenomenon of the 1990s. Companies that expanded production and
marketing to new countries made use of the stock exchange and soon
had multinational shareholders, too. The economic impact of private
equity also increased. Faced with new conditions, a traditional family
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The upper-segment
Ventura kitchen
faucet was aimed at
wealthy consumers.
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Oras management in
a group photograph
from 1997. In the
back row, left to
right: Jukka Paasikivi
(Finland), Arnfinn
Aasen (Norway),
Tauno Kavén (Poland),
Hans Scheéle
(Sweden), Erik Björklöf
(Poland), Tapio Mäkilä
(Finland) and Risto
Saarisalo (Finland).
Seated: Jari Paasikivi
(Finland), Paul Driesen
(Belgium), Poul
Vithen (Denmark),
Pekka Paasikivi
(Finland), Klaus Hager
(Germany) and Ilkka
Liukas (Finland).

118

company might turn to a private equity investor or other partner. Only
the strongest were able to keep ownership of the company exclusively
in the family’s hands.
Globalisation posed major challenges. A company that could meet
them might become unprecedentedly successful. A genuinely global
company developed coherent business methods that it observed
everywhere. Local operating modes were phased out and replaced by a
corporate culture that paid no heed to national borders or market areas.

The Oras 2005 Vision
Globalisation entered the Oras vocabulary in the mid-1990s, when
the decision was taken to expand operations to new market areas.
President and CEO Pekka Paasikivi had described Oras’ expansion
in Europe as internationalisation. When it continued beyond Europe,
this would be globalisation.
At the start of 1996 the company approved a vision of where it was
going, extending ten years into the future. The aim was to increase
net sales from 600 million Finnish markkas to 1.8 billion (in today’s
money from €135 million to about €400 million). Growth would
be focused on the Eastern European transitional economies and
Asia. The number of subsidiaries would double from six to twelve
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via acquisitions and the establishment of
national marketing companies.
In 2005 Oras Group would employ about
2000 people, half in Finland and half abroad.
The clientele would consist of international
wholesale organisations. The company’s
products would be used by 100 million
consumers around the world.
Oras’ success would be driven by worldclass competence in combining metal, plastic
and electronics. In addition to multiple
technologies, it would use a global branded
product strategy and it would adopt the
business methods required by worldwide
markets. These elements would come
together in a business concept that carried
the company into the new millennium.
The core of the vision was to combine electronics with faucets.
It would revolutionise the faucet industry and offer fresh growth
prospects to the company that mastered the technology. Oras set the
objective of reaching net sales of 600 million Finnish markkas from
electronic products in 2005, as much as the whole company’s net
sales ten years earlier.
It was a staggering vision for the European faucet industry at a
time when growth was almost at a standstill. If it succeeded Oras
would be transformed from a conventional faucet manufacturer in
a mature market to a new-technology growth company like those in
the electronics sector.
Oras’ chief competitors were also updating their strategies now
that the market had stopped growing. They too were aiming at
globalisation but a focus on electronics was not part of their plans.
The largest German manufacturer, Friedrich Grohe, was offering
an increasing number of faucet models for different consumer
segments. It was also transferring production to Southeast Asia in
order to reduce manufacturing costs. Another German producer,
Hansgrohe, was concentrating on upper-segment lifestyle faucets and
showers as well as opening sales offices around Europe. Its products
were widely displayed at fairs around the world.

The Oras 2005 Vision
in a nutshell.
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European manufacturers were not putting their faith in strategy
alone. They also turned to restraints on competition as a survival tactic.
In 1992 seventeen Central European manufacturers of bathroom
fittings and faucets established a cartel to fix minimum prices and
coordinate price rises. Oras and the other Nordic faucet producers did
not belong to the cartel and its existence was not exposed until 2004.

A different kind of future
The strategies of Oras’ competitors mainly affected their own business
operations. On the other hand, if the Oras 2005 Vision was realised,
the whole faucet sector would be transformed as electronic faucets
took over the market. Where did Oras get the drive and inspiration
for such a self-confident vision of the future?
Underlying the vision were the latest business development
theories and corporate management doctrines, which Oras had been
studying. They contained many elements that Oras management had
been pondering already. A decisive role was played by Competing for
the Future, a book published in 1994 and written by American authors
Gary Hamel and C.K. Prahalad. The first in Finland to take note had
been Professor Pentti Malaska, a futures visionary, who introduced
the writers’ ideas to local companies.
CEO Pekka Paasikivi asked Malaska to take part in drawing up a
future scenario for Oras. Malaska said Oras should begin by forming
a picture of the company in ten years’ time and where it would be.
This vision, and the concrete measures required to realise it, should
also be communicated to the personnel.
Hamel and Prahalad believed a company’s strategy should be aimed
at shaking up the conditions prevailing in its sector. The strategy
should be based on producing solutions, products and services that
customers would want but that competitors would be unable to offer.
The company should aim to reach this future before its competitors
and get there more efficiently. All development processes should be
aimed at increasing customer satisfaction, shortening the production
cycle and achieving quality in everything.
Hamel and Prahalad also believed that staff had to participate in
realising the vision. By activating its personnel, a company could boost
its competitiveness even more than by modernising its operations.
The management theory of organisational culture, which spread
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among Finnish companies in the 1990s, took the same line: that a
company’s success was founded on the satisfaction of employees and
their commitment to their jobs.
The theory of organisational culture regarded visions as an efficient
motivating force. The vision should be a description of the goals
accepted by the employees, who see themselves in the vision on
the route to a better future. At the same time their everyday work
becomes enriching and exciting.
Oras’ business already contained many of the elements that
Hamel and Prahalad emphasised in their theory, so a practical
and credible plan for the future was a viable proposition. Using
multiple technologies Oras was making high-quality faucets, some
ahead of their time; the staff was skilled and had a high work
ethic; management believed in the importance of the employee;
the business approach was customer-oriented; the company was
investing in greater efficiency; and it had a strong financial position.
Together these elements would form the basis for Oras’ new strategy
to take the company to the top.
In this way, Oras would change from being a conventional faucet
producer into a growth company of the new economy. Superior
products using electronics would allow it to take market shares from
its rivals. If it went according to plan, Oras would not only transform
itself; it would transmute the whole faucet sector.

Implementation of the vision
The Oras 2005 Vision contained four significant components;
acquisitions, new country presences, electronic faucets and personnel
development. It was obvious that the company could not double its
net sales on the strength of its current main market areas, which
were the Nordic countries and Central Europe. It had to go to East
Europe and beyond.
Oras already had marketing companies in the Baltic States and
Poland as well as a sales office in the Czech Republic, but these were
not enough. It needed to acquire three companies. Finding suitable
acquisition targets was not easy. The small ones were not worth
buying and the good ones did not seem to be for sale.
Its acquisition targets were to be companies with a good market
position and among the three largest faucet producers in their
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countries. The products were not a priority because Oras’ aim was to
bring its own faucets to the country in question.
The acquisition component of the Oras 2005 Vision quickly got
under way, when Oras managed to buy the second largest faucet
producer in Poland in autumn 1996. It continued to seek new
acquisitions. CEO Pekka Paasikivi told the press in spring 1997 that
the company wanted to buy at least one and preferably two factories
in the next two years. Growth was the only way for Oras to maintain
its position in a fiercely contested international market.
China became a target country outside Europe. Many other
European companies, implementing their own internationalisation
strategies, were heading in the same direction. During a visit to
Rauma by China’s ambassador to Finland, the media were told that
a group of Oras executives would be travelling to China to study the
country’s faucet market.
Even before the trip Oras was well aware that Chinese households
would have no use for its top-of-the-range faucets. On the other hand,
public buildings and hotels constituted a potential demand segment.
It was also looking for suitable companies to buy in China. Within a
year, it had studied six but not found even one that it wanted.
The Oras 2005 Vision contained much more than acquisitions.
Development projects were started and, at their greatest extent,
involved about 200 employees. Oras also invested in staff training. For
example, in 1998 each employee had an average of three training days.
Previously, workers had been responsible for individual production
stages only. Oras restructured the work creating overall responsibility
for the product over all its production stages. It was a shift towards
teamwork and project organisation.
From the outset the staff was involved in implementing the
vision. Oras’ values and strategy were explained to employees at
all units. At Rauma the company even arranged a special Vision
Day, during which the operations of the company’s local factories
were suspended. At the event it was explained that there would be
no walls between different groups of employees in the future, and
everyone would belong to the same crew. The idea of eliminating
the demarcation between office staff and workers was welcomed
although there were at least some doubts about whether the Oras
2005 Vision would work.
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From the perspective of employees, the most interesting project
was one intended to improve the ability to cope with work. It included
reorganisation of working hours, new opportunities for keeping
in good physical shape and, for example, the testing of employees’
eye vision. The Senior Programme was established, in which a key
element was extra time off for over 55-year olds who needed it. The
purpose was to deal with the stress and strain of work.
The senior system of free days was unique in Finland and attracted
great media interest. In 2001 Oras was publicly recognised for the
programme, which helped raise the average retirement age from 56
to 59.

Systems for tomorrow
Oras sought to be the pioneer in its field. The future described in the
Oras 2005 Vision envisaged a change in operations so that technology
and customers’ needs would be combined in a customer-oriented
solution. The first step in this direction would be to link Oras products
with real estate data systems.
At the Frankfurt ISH fair in 1997 Oras presented a secondgeneration Electra faucet that could be linked to the data system
of a building. It would monitor water consumption and even send
a warning when maintenance was required. The competitors at
Frankfurt had no electronic faucets at all on display.
Another new product was the Flow Master water meter, the first
concrete outcome of a project started by Oras at the start of the 1990s
to develop water and wastewater systems. The Flow Master could
also communicate with a data network and was more precise than
existing water meters.
In considering future solutions, the company went farther than
individual products. For example, how might the bathroom change?
Could it become a luxurious second living room for the home, where
residents would spend a greater amount of time. That was the concept
behind the Smart Bath project, part of the Future Home programme
of the University of Industrial Art Helsinki. The idea was to present
various ways of using water that new technology would facilitate. Oras
was responsible for the bathroom faucets and showers.
The Smart Bath model bathroom was presented in autumn 1998
at a Design Forum exhibition in Helsinki. The planning of the
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bathroom did not merely exploit technological possibilities but was
also driven by users’ desires, offering luxury in shower and bath
solutions. Linked to a data network, the system saved water which
correspondingly allowed lavish functions that consumed more water.
Bathroom lighting and heating could also be regulated electronically.
In developing Smart Bath, the restraints imposed by production
and costs were ignored because there was no intention to begin series
production of bathrooms. Oras’ objective was to find new approaches
to bathroom design and use, and a model bathroom was how it
implemented the idea.

Standard Armatura Olesno
The most important individual step towards the Oras 2005 Vision
was the acquisition in 1996 of Standard Armatura, a faucet factory in
the town of Olesno, Poland. Oras had already been seeking suitable
companies in Eastern and Central Europe for a couple of years. It
found one in Hungary too, but another buyer got there first. The loss
was regarded as bearable, because the Hungarian market was small.
In Poland it first negotiated about buying the country’s largest
faucet factory, Krakowska Fabryka Armatur. Oras was attracted by
its large sales volumes in particular. However the Krakow company
was state-owned and, although its management would have liked the
factory to be sold, the Polish government did not want to.
Next Oras turned its attention to a smaller faucet factory in the
west of the country. Standard Armatura Olesno produced two-handle
faucets and employed 370 people. Its net sales were modest, about
one-fifteenth the size of Oras’ net sales.
The company had been established in 1972 when it was spun off
from the Krakow factory. The buildings and machines dated from the
1970s. After the fall of socialism, it had been privatised and most of
its shares were German-owned. The workers were bitter that the new
owner had not invested in the factory but had expatriated its profits.
In September 1996 Oras acquired 79 percent of Standard Armatura,
the German holding. At this point there was still a minority shareholder,
Armagor, a company owned by Standard Armatura employees, which
manufactured valves. Oras bought out Armagor in 1999.
The main purpose of the acquisition was to give Oras products
access to the Polish market. The population of the country was nearly
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40 million and, thanks to the growth of construction, demand for
faucets was expected to remain high.
Apart from its sales channels, Olesno was to have great importance
for Oras’ production. In a global market, the production of single lever
faucets had shifted towards ever-cheaper models. At the same time,
it had become unprofitable to make two-handle faucets in countries
with high cost levels.
In Poland labour costs were significantly lower than in the other
countries where Oras operated, so products and components could
be produced there more cheaply. However, the small and inefficient
factory at Olesno was unsuitable for Oras’ purposes. It decided to
build a new factory in the Olesno area with three times the capacity.
Here it would be able to produce faucets of dependable Oras quality.
Two-handle faucets would still be made at Olesno, but to these
would be added lower-priced single lever faucets. Oras intended to
raise Olesno net sales by a factor of six by 2005. Its vision was for the
factory to become the largest production plant of the group.
Connected with the development of Olesno was a shift in ball
valve production from the plant at Kaivopuisto in Rauma. In future
Armagor would be responsible for producing these. Armagor would
also handle sales in Poland and elsewhere in East Europe, but in the
European Union Oras would handle marketing.

Transferring knowledge to Poland
Once Oras had begun developing the Olesno factory, Finnish and
Polish corporate cultures came face to face. The differences were
great so problems were unavoidable. Poland became a challenging
environment in other ways, too, when Oras tried to introduce its own
working methods there.
Tauno Kavén, who arrived in Olesno in September 1996, discovered
that it was a neat town except for the area around the faucet factory,
where environmental issues had been neglected. The contrast with
Oras’ milieu in Rauma was striking.
The faucet factory office was located in barracks that had seen
better times. The Finns noticed that each office door was kept firmly
closed. It seemed that the more prestigious the office occupant, the
more sound insulation had been added to their door. There was
astonishment when the Finns started leaving their doors open. In
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the factory they joked that there were only two unbarred doors in the
office, one to the Finns and the other to the men’s toilet.
A lot of the factory work was manual and almost every stage of
production was located in a separate building. Oil dripping from
machines mixed with metal swarf on the floor to form a layer of
sludge. It was impossible to keep the floors clean and a walk through
the factory required rubber boots.
Only a small proportion of production was in response to orders.
Most of the faucets were sold to customers who showed up at the
factory warehouse. This made it very difficult to forecast sales.
The Finns did not get on well with the factory’s management. After
the technical manager had been fired for drinking on the job, the
managing director stopped talking to the Finns. Soon he too was
dismissed. Oras appointed a new managing director, Erik Björklöf,
who had headed the sales office in Warsaw.
One of the best aspects of Olesno was the positive attitude of
employees to the new owners. Most Polish employees were social
and talkative. Older members of staff understood German, younger
ones English. The young were particularly hard-working and were
eager to show off what they could do.
However the earlier corporate culture had acclimatised the
employees to waiting passively to be told what to do. There was a great
chasm between employees and management, and ordinary workers
had no say in how the factory was run. The Finns introduced a new
The factory at
Olesno after the
expansions in 1998
and 2008.

126

THE SECOND GENERATION

approach and before long any employee, Pole or Finn, could approach
a manager.
Self-organised work was another new thing at Olesno. Initially it
felt strange but the employees soon noticed that the Oras approach
made their work faster and more efficient. Oras tried to speed the
adoption to responsive working methods by sending people from
Olesno to visit Rauma.
It took much work and money to raise the quality of output. Spot
checks were carried out on products in the warehouse by opening a
few boxes for quality control. If defects were found, the whole batch
was returned to the assembly department, where all the boxes were
opened. It was a tough policy but it managed to raise product quality
and the factory’s performance to the target level.
There were two labour unions at the Olesno faucet factory,
Solidarity and an older union that had been communist-led during
the socialist period. The Finns observed no differences between them;
representatives of both unions were moderate in outlook. Admittedly
Polish employees thought that their wages should immediately rise
to the same level as Oras workers in Finland, but this ignored the fact
that productivity at Olesno was far lower than at Rauma.

The new factory
building at Olesno
was opened in
spring 1998 after
its inauguration
with holy water by
Reverend Father
Zbigniew Donarski.
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Factory expansion
Construction of a new factory hall at Olesno began in spring 1997,
aimed at replacing some of the old buildings with modern production
facilities. The work was completed in the first half of 1998. Faster
progress would have been possible but for delays caused by the
bureaucratic Polish Customs. Thanks to its officials, installation of
the chrome plating department at Olesno was delayed by three weeks.
Oras was fairly satisfied with the final result of the construction
work. The new section where faucets were finished and assembled
looked good inside and out. Cleanliness was now given higher priority.
For example, cigarette stubs were not to be thrown on the floor.
Completion of the factory expansion was seen as a significant
milestone in the Oras 2005 Vision, and almost 200 guests were
invited to the celebrations. Among them were Finland’s ambassador
to Poland, Polish customers and building companies, local
government representatives and the Catholic Church. The building
was inaugurated in a Catholic ceremony led by Father Donarski. The
ambassador said that Oras was one of about 20 Finnish companies
that had made significant investments in Poland, and the results had
been excellent.
A few months after the inauguration, the Olesno factory opened
its doors for a day to workers and their family members. Almost a
thousand people visited it, for guided tours of the new building and
the whole operation. In September 1998 the first issue appeared of
a staff magazine, Oras Olesno Strumien Wiadomości (News Shower).
Output figures at Olesno rose when it took over production of
two-handle faucets from Iserlohn in Germany. The German model
replaced Olesno’s own two-handle faucet and was good enough to
export. However, Oras intended to shift Olesno’s focus towards single
lever faucets by starting up production of the Saga range there. The
price of the Saga put it in the lowest segment but it was nonetheless
durable and functional.
In autumn 1998 performance at the factory reached the Oras level
when 95 percent of orders were being filled on schedule. Customers
said that Oras was the best supplier in its field in Poland.
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Using two-handle faucets and the Saga range, Oras intended to
become the Polish market leader. In autumn 1999 its market share
was estimated at 15 percent, which put it in second position. The
largest producer, with 50 percent, was Krakowska Fabryka Armatur,
which Oras therefore needed to overtake. During its early years of
operation in Poland, Oras made losses but it expected to break even
as early as 2000.
A large organisation was required to be able to market faucets in
Poland. The marketing was done by sales representatives, who took
the product range to the customers. Initially Oras representatives
operated in the main towns and surrounding districts.
In the 1990s Poland had no wholesale organisations but a large
number of tradesmen of various kinds. Most sales were for cash. The
buyer (a retailer) stumped up the money and picked up the goods from
the factory warehouse. Another local oddity was that July was a good
month for sales. The explanation was that farmers received payment
for their harvests in July and could use some of the money for faucets.
Companies that installed faucets accounted for only a fraction of
sales because it was Polish consumers who decided what to buy. First
they bought the product and then they looked for someone to install
it. Only the price mattered, and the consumer bought the faucet
wherever the price was lowest. The cheapest models were sold by
various tiny stores; the Finns called them bazaars. Faucets with the
lowest price and poorest quality had to be installed by consumers
themselves because professionals would not touch them.
Oras had the same strategy in Poland as the large German suppliers
– offering quality faucets at reasonable prices. At the same time cheap
Italian faucets were starting to enter the market. The Italians held
prices down by making compromises on quality. Their faucets were
beautiful but not necessarily durable.
Competitors did the most damage to Krakowska Fabryka Armatur,
which saw its market share collapse within a few years at the start
of the 2000s. Unable to produce faucets cost-effectively at any price,
the company solved the problem by importing cheap Chinese
faucets. Many other players in the field, including jobbers, followed
its example.
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Polish surprises
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As a consequence the Polish faucet market became fragmented.
There were soon hundreds of different brands, each cheaper than
the next. Poland was not becoming a market of branded products
like the Nordic countries and Central Europe, as Oras had expected.
The shares of European producers remained low and even declined,
while the proportion of Asian faucets rose. It had reached 70 percent
by the start of the 2000s.
Oras sales in Poland came to a standstill in 1999 and the number
of employees at Olesno had to be reduced. Eighty of the factory’s
350 workers were dismissed at the end of the year. Unlike certain
other Western European companies, however, Oras did not intend
to withdraw from Poland. Its aim was to continue competing on
quality and its marketing emphasised the water and energy-saving
characteristics of its faucets.
As late as the turn of the millennium, prospects seemed fairly good.
Oras’ market share had reached 20 percent and it was competing
successfully with the Germans. Later, things went less well. By 2005
Oras’ share was estimated to be only 10 percent.
Krakowska Fabryka Armatur suffered even more and its share of
the faucet market was only a few percent. However, the company
had now been privatised and was listed on the stock exchange. By
constructing a new factory and reorganising production, it turned
itself around and its market share began to increase strongly.
Production at Oras’ Olesno plant at the start of the 2000s was very
different to operations at Isometsä in Rauma. Olesno faucets were
made for the Polish price level and competed with Chinese products.
Quality was also gradually starting to count, alongside price, because
the standard of faucets made in China was improving, now that
western manufacturers were opening Chinese factories.
The price of labour was significantly lower in China than in
Poland, to say nothing of Finland or other Western countries. One
estimate, in 2005, put the cost of a Chinese working hour at only
one-tenth of a Polish working hour. In reality the difference was
smaller because production in China was labour-intensive and
required far more employees than in Poland, by Oras’ estimate
about six times more.
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Oras in China
Expansion into Asia was one important step in the Oras 2005 Vision.
In Oras’ main market area in Europe, faucet sector growth was at
a standstill but in Asia it was continuing fast. CEO Pekka Paasikivi
said that the only way to achieve results in Asia was to go there as a
local manufacturer.
Oras’ Asia project, begun in 1996, took as its target China. The
economy was expanding fast and many Finnish companies had
already invested in China. Oras did not consider Japan because its
faucets sector was regarded as too idiosyncratic.
Jukka Paasikivi, responsible for new business development at Oras,
was the first to travel to China to explore how to create a company
presence. A group of other Oras executives and specialists also
visited the country to obtain information about local markets and
the business methods that would open China’s vast market to Oras
faucets.
Hong Kong had been recommended as a base for Chinese
operations but Jukka Paasikivi preferred Shanghai, where a trade
show Kitchen and Bath China was arranged every second year. Oras
had a small stand there as early as 1997.

Oras faucets in
Shenzhen, China
were sold by
Guangrun Industrial
Developing Co,
headed by Ye Xiao
Fan (right) and
deputy director
Zhang Pei Song.
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After decisions had been made on the business concept and
products to be marketed, Oras opened a Shanghai representative
office in 1999. It was not aiming at the consumer market because
Chinese consumers chose their own faucets which, in practice, were
copies of Western products and cost only a fraction of the price of
Oras faucets. The company was aiming instead at international hotel
chains and others that it believed would be interested in electronic
faucets.
In the same year it presented its faucets at the Shanghai trade
show, now more extensively than before. It felt that its stand had
reached resellers, designers and contractors, and visitors gave positive
feedback about the Saga and Vega faucets intended for the Chinese
market. The visitors also indicated that they thought quality restaurant
chains would be interested in electronic faucets.
As an authorised representative, Shanghai Building Material
Corporation began to market Oras’ products to retail businesses.
By 2000 the faucets were already being offered in ten localities.
Cooperation with SBMC was to last for only a few years, however,
because in 2002 Oras decided to withdraw from China.
After a good beginning sales had plateaued and Oras was not
properly penetrating local markets. It had not located a suitable faucet
factory to acquire, although it had worked hard to find one. Its chosen
business idea did not work, because the Chinese were not interested
in the middle segment faucets that Oras was offering. It did not even
succeed in the hotel segment, which chose American faucets.
One additional reason for withdrawal from China was that Oras
had decided at the start of the 2000s to target Russia and had already
begun to construct a sales network there. But even after withdrawing
from the Chinese market, its business links to the country were
not entirely severed. In future Oras ordered components from
subcontractors in China.

A vision unrealised
While Oras was implementing its vision in new market areas,
the company experienced serious setbacks in countries where it
traditionally operated. At the end of the 1990s, its position weakened,
especially in Central Europe, where the whole faucet sector was
suffering from stagnant growth and competition from cheap faucets.
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In France the problems had already come to a head in 1996, the
year when implementation of the Oras 2005 Vision had begun. The
entry of Italian two-handle faucets crushed demand for Oras’ more
expensive products. The company reacted by transferring production
of two-handle faucets from Iserlohn to Olesno but the market for
this faucet type had disappeared, both in France and elsewhere in
Central Europe. Contrary to Oras’ expectations at the start of the
1990s, France was no longer like Germany, a country where it could
expect demand to grow.
The epochal year turned out to be 1998, when Oras suffered
simultaneous setbacks in several different countries. In Germany
the main customer stopped ordering Oras faucets, in Norway the
declining exchange rate of the national currency reduced its income,
in Poland profitability of the Olesno factory improved more slowly
than planned and in Russia an economic crisis interrupted sales after
a promising start.
Oras had done well in Germany throughout the 1990s thanks to
sales of the Safira range by ISG Sanitärgesellschaft under the name
Concept. By the second half of the 1990s, however, middle-segment
faucets like the Concept were no longer what the Germans wanted. It
now looked like a mass product, and moreover it was more expensive
than the comparable products of competitors.
ISG wanted to replace the Concept with a set of various faucets
that combined German design with Oras technology. The parties
negotiated for a while, but Oras did not want an arrangement that
would have damaged productivity and profitability. After ISG had
terminated the private label agreement, Oras continued in Germany
with its own sales organisation and brand, but with limited success.
Over the years ahead, the volume of Oras faucets sold and their
market share fell to a fraction of what they had been.
At the same time, at the end of the 1990s, the whole German faucet
sector was in turmoil. Takeovers, mergers and bankruptcies were
common. Neighbouring countries experienced similar restlessness,
fundamentally the result of overcapacity throughout Europe. The
cartel that had operated in Central Europe since 1992 had failed to
avert the problem.
Oras’ net sales fell in 1998, marking the end of a long uninterrupted
period of growth. When the decline continued for several more years,
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the company was forced to admit that its 2005 Vision would not be
realised as such. The company’s staff magazine announced the
matter in autumn 2000 and explored the reasons why.
Several different factors had reversed Oras’ direction. For one thing,
it had achieved only one of the two or more acquisitions planned.
Moreover, electronic faucets had not lived up to expectations. The
growth target set for them, 50 percent annually, was never attained,
and they accounted for only five percent of total net sales in 2000. The
company still believed in a breakthrough for electronic faucets but it
would obviously not be until sometime in the future.
But the most ominous development for Oras was that sales of its
traditional products had turned down. Conventional single lever
faucets had become a bulk product that sold only on price.
Because the Oras 2005 Vision was not realistic in its original form,
it needed to be revised to correspond to what was expected in the
target year. Updating the vision meant in practice that Oras could
forget the idea of transforming itself into a growth company of the
new economy.
It had originally believed that its grasp of technologies including
electronics would give it an overwhelming advantage over competitors

Export manager
Aila Kortelainen
standing in the
middle, at Oras’
stand at Kiev Build, a
trade fair in Ukraine,
in June 2000. At the
start of the new
millennium, Oras
turned its attention
to Russia and other
parts of Eastern
Europe.
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and greater market shares. Extra growth would come from acquiring
faucet factories in growing markets. Neither business line had
achieved its objective.
The failure of the growth strategy was only partly Oras’ fault. More
significant was unanticipated change in the faucet sector, which
nullified efforts to achieve its target. Cheap faucet imports in Europe
caused major problems for other traditional manufacturers, too.
Oras nevertheless survived, thanks to its technological grasp, good
profitability and a strong balance sheet. It did not resort to hasty
solutions but took the time to renew its strategy systematically.

Change of strategy
The updated version of the Oras 2005 Vision, published in spring
2001, differed greatly from its predecessor. The targets were now
more modest and the guiding principle of the company was now to
maintain profitability. While profitability stayed good, the financial
result could be improved and the company could chart a sustainable
growth path.
The company was no longer seeking to treble its net sales by 2005;
a 50-percent increase would suffice. The number of employees would
not be doubled but remain unchanged. The hundreds of new jobs
promised at the Rauma factories would not be created.
Another difference to the previous vision was that upper-segment
faucets would be brought to market. Oras now wanted to invest in
products aimed at this growing consumer group. In the same year
it presented its new Ventura range. Nevertheless, development of
electronic faucets, central to the original vision, would continue, and
the technology and design of standard faucets in the middle segment
would be modernised to make them more competitive.
An entirely new approach was the creation of alliances with
companies in the HVAC sector. With some partners Oras aimed
to develop new products, while others would be sold electronic
components. Both operations would increase Oras’ net sales. The
first alliances had already been agreed a couple of years earlier.
The most prominent alliance was initiated in February 2001 with
the Italian design factory Alessi, to develop the modern bathroom.
The project would be led by Alessi and involved other companies as
well as Oras.
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Outdoor advertising
for the Optima
shower faucet in
Vilnius, Lithuania in
2000.

Finally, one more significant matter for Oras business operations
must be mentioned, a change that had occurred even before the Oras
2005 Vision was revised. Because the acquisitions of faucet factories
had not been realised, Oras decided to expand beyond its own sector.
In August 1999 Oras bought shares in a Finnish conglomerate,
Asko, which was listed on the Helsinki Stock Exchange, and became
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its largest shareholder. The investment was worth about €130 million
in today’s values. Oras was interested only in Asko’s plastic pipe
division, Uponor, and intended to divest the other divisions. This
investment was the first step on a path that would lead, within a few
years, to the establishment of Oras Invest and greater ownership of
other industrial companies by the Paasikivi family.

Oras’ net sales had been growing at a good pace in the mid-1990s and
the company was then extremely profitable. Its operating profit, which
remained around 20 percent, was evidence of this. As in previous
years, the Finnish business press acclaimed the company’s financial
results and gave it top marks. Talouselämä magazine, for example,
awarded Oras ten out of ten in 1996, one of only eleven companies
to achieve this. Most of the others were, like Oras, family companies.
After the acquisition of the Olesno factory, net sales in 1997 rose
to the highest level in Oras’ history, €154 million, but satisfaction
was overshadowed by the concern that the growth rate was fading.
A slowdown was already visible in spring 1998 and net sales in the
full year were five percent less than the year before. The declining
trend continued into the 2000s. The proportion of operating profit
also turned down, although this was partly due to investments in
new products.
Oras was still a profitable company and achieved good results year
after year. Its return on investment reached 29 percent in 1999, a
level described by the Finnish business newspaper Kauppalehti, as a
crowning achievement for an industrial company.
The ongoing worldwide turmoil in the faucet sector made it difficult,
however, to predict the future. If Oras’ net sales and profitability were
to decline during the 2000s at the same rate as in the late 1990s, the
company would be in trouble.
Over the years, operational efficiency had been one of the most
important elements in Oras’ success. With no imminent product
breakthroughs or new market areas expected, its competitiveness
would continue to hinge on efficiency.
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The Oras marketing
department believed
that household
electronic faucets
would be a trend of
the 2000s.
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NEW MILLENNIUM
CHALLENGES
2002–2015
Faucet sector competition
Masco Corporation, today one of the world’s largest manufacturers of
brand-name consumer products for the home and family, contacted
competition authorities at the European Commission in 2004. The
outcome was the exposure of a 12-year price cartel by seventeen
companies producing bathroom fittings and fixtures. The cartel
covered six countries and its members included Grohe, Hansgrohe,
Hansa, Ideal Standard and Kludi, faucet producers that were some
of Oras’ toughest competitors in Europe.
In a market that was growing only slowly, the cartel had tried
to support the profitability of manufacturers by fixing prices. The
European Commission found that the artificially high price level
obtained by the cartel had harmed millions of consumers as well as
builders and plumbers in the countries affected.
In 2010, fines totalling over €600 million were imposed on the
guilty companies. Hansgrohe, acquired by Masco a few years earlier,
was given immunity because it had provided the information that led
to the exposure of the cartel.
What had been Masco’s motive for revealing the existence of the
cartel? Perhaps it felt that, after acquiring Hansgrohe, it had better
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prospects than its competitors, and calculated that it would benefit if
the restrictions maintained by the cartel were eliminated.
In the table of European faucet manufacturers, Hansgrohe was
third largest in 2004. Ahead of it were Grohe and Hansa, behind it
were Ideal Standard, Oras and Ostnor of Sweden.
Hansgrohe began as a family-owned company but had been taken
over by Masco in the 1990s. Like other European faucet producers
it had been compelled to sharpen its strategy in order to counter
competition from cheap Asian faucets. Part of its response were
modern brands, faucets aimed at the upper market segment and
attempts to enter new markets in Europe and North America.
Its ownership structure had changed when the controlling family
realised that it could not go it alone. A majority of the shares were sold
to Masco and the family was left with a minority holding.
Under Masco management, Hansgrohe became more competitive
by developing a successful brand that concentrated on upper-segment
products. This modernisation posed a challenge to Oras, which
regarded Hansgrohe as its toughest competitor in the 2000s.
Meanwhile, the largest European faucet manufacturer, Grohe,
had reacted to the influx of cheap faucets by transferring production
to Asia. Its factory in Thailand, inaugurated in 1996, made lowersegment faucets for Southeast Asian markets. The following year it
opened a second factory in Portugal.
Another important part of Grohe’s strategy were massive marketing
campaigns. Its success in the United States made that country one
of its main market areas alongside Germany. Grohe also expanded
into Poland, Russia and China. Its sales organisation was reinforced
and the company invested in product design to raise its profit margin.
Like Hansgrohe, Grohe did not remain a family company and was
shuffled from one group of investors to another. In 2003 its current
owner, BC Partners, put it up for sale and started negotiations with
possible buyers. Oras followed developments closely and was even a
minor partner for one potential buyer, but did not enter talks about
a deal because it was not interested by the offer, received in January
2004, for partial ownership of Grohe.
Ultimately Grohe was taken over by another private equity firm,
Texas Pacific Group. Oras did not expect this situation to last, because
private equity investors generally operate with a time horizon of
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three to five years. It also noticed that action by Grohe’s owners had
damaged confidence among employees and customers. Grohe was
highly leveraged, its balance sheet had been optimised and drastic
steps had been taken to improve its result.
In 2003 Swedish faucet producers did what Finland had done 20
years earlier; the operations of two producers were combined. First,
Mora Armatur and FM Mattsson became subsidiaries of a company
called Ostnor. Then, in 2007, they were merged with the parent
company, although the names continued as product brands. In 2014
Ostnor took over Damixa of Denmark.
The mergers were an effort to strengthen the position of Swedish
producers in their home country and to conquer neighbouring
markets. In 2004 a new Ostnor subsidiary, Mora Finland Ab,
announced that it would be challenging Oras in Finland. At the
same time several other competitors, principally Grohe and Damixa,
materialised in Finland.
Oras was not worried about the arrival of a Swedish faucet producer
in its home market. It thought Ostnor’s chances were particularly
poor because it could not discern any winning characteristics in its
products. Moreover Ostnor seemed to have weak financial resources,
leaving it unable to make acquisitions. Added to these problems was
a diverse ownership structure and the lack of a dominant shareholder
capable of strategic planning.

Targeting the upper segment
How did Oras perceive the competitive situation in the faucet sector?
What was its strategy for success in the 2000s? Sectoral restructuring
in the 1990s had been triggered by the influx into Europe of cheap
faucets made in Asia. As a consequence, some traditional European
manufacturers transferred their production to countries with a low
cost level, which led to even tougher price competition in the future.
The competition was mainly in faucets for the lowest consumer
segment but also for the middle segment.
Oras products had traditionally been aimed at the middle segment,
an approach that had been successful for decades. However, with the
transformation of the faucet sector, a uniform middle segment was
changing shape or, according to the wildest estimates, disappearing
altogether. Some were forecasting that the structure of consumption
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CEO Jari Paasikivi
with Ventura faucets.
Photo from 2007.

was beginning to resemble an hourglass, where the middle segment
was being squeezed between growing upper and lower segments. If
this happened it would cause major difficulties for Oras.
Oras did not believe that the market was becoming an hourglass.
It thought that the more likely scenario was fragmentation. Instead
of being large and unified, the middle segment was expected to
consist of various smaller groups that would want faucets at a middlesegment price level. The first signs of this trend were already visible.
Oras would therefore need to offer many different kinds of
product to the middle segment in future, leading to a variegated
product portfolio. And there would not merely be a multiplicity of
product names and design alternatives, but also a fragmentation of
distribution channels, as new ones appeared alongside traditional
HVAC wholesalers.
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Price erosion in the middle segment was another phenomenon
that had begun some time earlier. With cheaper competing products
on the market, Oras could not maintain the margins on its faucets
despite their efficient production. It responded to the change by
investing in product development and marketing. It did not wish to
compete with cheap production so the only alternative was to target
the wealthiest group of consumers. It was strongly confident that this
approach would work.
According to its new strategy, published at the start of 2001, Oras
products would be aimed at consumer groups that appreciated
individuality, modern design and technology-enabled features. This
policy implied that mass-produced faucets aimed at the middle
segment would account for a declining share of its total production.
The shift in emphasis towards upper-segment faucets emphasising
individuality and quality was visible in spring of the same year. At the
Frankfurt ISH fair, Oras presented an entirely new product range, the
Ventura. These faucets were aimed at wealthy households, principally
in Central Europe but also in Russia.
The Ventura series was the most expensive development project in
Oras’ history. It was described as an unprecedented blend of design
and technology. For example the faucet had two spouts, one operated
by two conventional levers while the other was touchless.
Quality was expensive. Venturas were largely made by hand so they
took four times as long to produce as a single lever faucet. Moreover,
production costs were five times as much. It was clear from the high
price that the Ventura would not increase Oras’ net sales, at least not
in the near future but Oras hoped that the faucet would constitute an
important part of its “next-generation product palette”.

Electronic faucets – the next stage
Oras’ strategy for the 2000s emphasised both design and technology.
On the technology side electronics had a central position. Serial
production of faucets in the Electra line had begun at the start of the
new millennium, and hundreds of certain models were made daily.
At the same time Oras had become Europe’s largest manufacturer of
electronic faucets. In certain countries, the Electra name was actually
a synonym for touchless faucets.
The aim was to produce electronic faucets in high volumes,
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making Oras the leading manufacturer in this product group. With
its own extensive product development and manufacturing, as well as
production and marketing knowhow, Oras was well placed to achieve
this leading position.
Development of electronic faucets was guided by three principles.
Firstly, a new model must be more reliable than the old one, for
example less subject to faults caused by impurities in the water
supply. Secondly, it should consume less energy than the old one and,
thirdly, it should be 30 percent cheaper to produce. This development
paradigm was successfully followed several times.
The decline in manufacturing costs showed in the prices of
electronic faucets, which became more competitive than before. The
aim was to expand their market potential, not to increase the profit
margin.
Electronic faucets for public premises accounted for about five
percent of Oras’ net sales at the start of the 2000s, which the company
regarded as a satisfactory level. However, it was not satisfied with
sales of electronic faucets for household use, one percent. This low
proportion told it that the breakthrough in the home had not yet
begun, although it still believed it would happen sooner or later.
In 2005 it brought out an electronic Ventura faucet for household
use. By this time, it had decided that only electronic faucets for public
facilities would be given the Electra name in future.
Product development of electronic faucets and their marketing were
combined into the same organisation in 2009. This brought marketing

Promotional
photograph for the
Oras Electra. Could
even domestic
animals learn to use
an electronic faucet?
Perhaps it isn’t
actually necessary.
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into the development process
at an early stage, and Oras
believed it would also make
the marketing story easier
to find. It was significant
that Oras started using the
name “smart faucet”, which
it thought would shift the
perspective from technology
to the consumer experience.
In Finland smart faucets
were marketed to consumers.
Elsewhere the main targets
of marketing were installers,
the group that often decided
which faucet would be
chosen. Because this was
a new kind of technology,
marketing-related training became important.
In the first half of the current decade there were still no signs that
smart faucets were spreading to homes. It was unlike the situation
in Finland in the 1970s, when consumers rapidly replaced their
two-handle faucets with single lever faucets. Oras remained confident
that the breakthrough would begin in some Western country and
gradually spread to others. On the other hand, it expected the single
lever faucet to remain the dominant type for a long time in countries
of low purchasing power.
Somewhat surprisingly, the Danes proved to be the most receptive
Europeans. Today electronic faucets already account for half of Oras’
net sales in Denmark. In Germany and elsewhere in Central Europe,
electronic faucets have been given an important role in Oras’ strategy.

Oras products, on
display at a Danish
trade fair in Herning
in 2002, attracted the
attention of Prince
Joachim of Denmark
(second from left).
Also present were
Poul Vithen (left),
the head of Oras’
Danish marketing
company; Mayor Lars
Karup of Herning;
and Hans Henrik
Hallager (right),
managing director of
VVS-Fabrikanterne.

Collaboration with Alessi
At the end of 2001 Oras announced that it was starting collaboration
with Alessi, the renowned Italian design factory. The objective was
to develop a modern, integrated bathroom. Alessi had previously
designed various products for the kitchen that had become esteemed
status symbols. Now it wanted to do the same for the bathroom.
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Partners In the Same
Boat. A marketing
photo for the “Il
Bagno Alessi” project
at the start of the
2000s. From left:
Donata Fantoni
(Inda), Luis Sabanes
(Laufen), Alberto
Alessi (Alessi) and
Pekka Paasikivi
(Oras). On the right,
designer Stefano
Giovannoni. Photo
by Giuseppe Pino.

Inda of Italy and Laufen of Switzerland joined Alessi and Oras in
the project. The result was a versatile range of bathroom products,
to which Oras contributed the design faucets, which were given
the Alessi name. In the integral bathroom they not only fulfilled
a practical function but were also interior design elements. The
bathroom concept, named Il Bagno Alessi, was presented at the Milan
Furniture Fair in April 2002. The reception was enthusiastic and the
concept was widely reported in the international press. There was a
similarly charged atmosphere at an unveiling event held in Helsinki,
to which nearly 200 architects, interior designers and designers were
invited.
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One of the objectives of
the project with Alessi was to
modernise Oras’ own product
design. It wanted to shift the focus
from technology, which it had
previously emphasised strongly,
to the consumer experience,
and it also wanted to stand out
among faucet manufacturers.
The collaboration was expected
to boost sales of basic Oras
products too, and to improve
profitability.
On the marketing side, there was enthusiasm about the
opportunities that were opening. However, the financial people had
concerns about the sales figures for Alessi faucets. They had the same
misgivings about Ventura sales. Would the volume of sales be large
enough to push manufacturing costs low enough?
Nevertheless, if the company wanted to make a breakthrough in
the upper European consumer segment, it couldn’t economise. In
spring 2003 Oras’ stand at the Frankfurt ISH fair was the largest ever.
The stand was completely revamped and the Il Bagno Alessi integral
bathroom was prominently displayed.
Cooperation between Oras and Alessi continued in the years ahead.
In 2005 a kitchen faucet ensemble, La Cucina Alessi, was presented
and in 2007 came a new bathroom concept, Il Bagno Alessi dOt. The
main benefit to Oras from Alessi products was image. From the
perspective of net sales they were unimportant, generating only one
percent of sales revenue.

Project manager
Massimo Bortott
discusses Oras’
contribution to
the “Il Bagno Alessi”
bathroom concept
with project manager
Pekka Nilsson.

Closer to the consumer
There was much discussion about the Oras brand at the start of the
2000s. A brand stands for the prevailing impression about a company
and its products among consumers and the public. The fact that a
brand can also be the foundation for a business strategy was not yet
grasped.
At this stage, the Oras brand was conceptualised mainly via its
visual image, which was developed in cooperation with a foreign
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From name to brand
1950s & 1960s
Oras’ first two business logos were used in press advertising, on
fair stands, and so on. In the 1960s the Oras name was displayed in a
rectangular box on a blue background. Its most prominent position was
on a board above the door of head office.
1970s
Oras had a new logo designed for its 25th anniversary in 1970. The letters
of the name were reshaped, with the “r” resembling a faucet.
From 1977 onwards the name was placed in a red rectangle or square.
Over time, precise instructions were devised for how the logo should be
used and it became a more prominent part of marketing. In this way the
logo also served as a brand name.
Oras faucets were widely advertised in various media including
television. Advertising projected the faucet characteristics typical of Oras,
particularly durability and water savings. Without yet being aware of it
the company had taken the first steps in brand marketing.
1980s
After the acquisition of Osy, Oras had two families of products in 1983–
84. However, because a separate marketing organisation was required, it
became expensive to retain the Osy name, which consumers mistrusted
anyway. Soon the company switched to using the Oras name only.
Foreign sales representatives were asked to promote the Oras name,
Oras trademarks and
logos down the years. but it was not in use abroad, even after factories had been acquired in
Norway and Germany and a sales company established in Denmark. In

advertising agency. The modernisation of the visual image was
reflected, for example, in a new colour scheme and illustrations in
the product catalogue.
By 2003 much more progress had been made with the concept of
a brand. An article on the subject in the Oras staff magazine noted
that it was fairly easy to copy product characteristics but much
harder to replicate the experience and excitement that a brand
generated. It therefore made sense to base brand development
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1990s
After the new Iserlohn factory was ready in 1990, subsidiaries in Central
Europe were given names beginning with Oras. To some extent at least,
the underlying idea was that Oras would start selling faucets under its
own name in Germany and neighbouring countries, but it did not do this
while it continued to produce Concepts, until 1998.
In the Nordic countries as well as the new countries where it was
operating, Poland and Russia, Oras based its marketing on promoting its
name and the messages it contained. Faucet School was an efficient way
of reaching target groups.
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Germany, the name was unknown to buyers of Goswin and Concept
faucets. In Norway, though, Oras was added to the name of the subsidiary
from 1986 onwards.

2000s
Large European faucet producers were basing their business operations
on branding, which they believed would put them ahead of their rivals.
The brand message was the starting point of strategy.
Oras’ message conveyed that its products were designed to please the
consumer and were easy to use. The aim was that the Oras logo would
automatically arouse feelings among installers and consumers that these
were the most user-friendly faucets on the market.
The message of user-friendliness came to pervade the entire
Oras product process, beginning with design and advancing from
manufacturing to marketing. It rapidly became the driving force of the
whole organisation. The Oras Group today includes the Hansa brand,
which is founded on similar attributes.

on the consumer experience instead of continuing to emphasise
technology.
It became the basis of Oras’ strategy to harmonise its message to all
consumer groups and markets. The consumer was no longer told about
technology as such, but about how the technology promoted usability.
The message of user-friendliness could be combined with extra stories,
such as design or ecology that reached out to different target groups.
The brand was encapsulated in the Oras Brand Book, and Brand
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Identity Guidelines were published electronically.
In this way, employees in Finland and abroad were
given training in the brand concept. By 2005 it was
said that the company’s business was driven by a
strong, clear brand.

Concentration and efficiency

The electronic
Ventura shower
faucet.
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Amid changes in the faucet sector, Oras was
compelled to accentuate efficiency. Production
costs needed to be pushed down wherever possible.
Adequate funds had to be found for product
development, modernising product technology
and marketing. The pursuit of efficiency led
to various levels of employee cutbacks at Oras
factories, with inevitable effects on the working
atmosphere.
The company wanted to ensure effective
implementation of strategy across the group. In practice this meant
pan-European strategic decision making.
The key task became the phasing out of local operations in
Central Europe that were wrongly located from a sales viewpoint.
Rationalisation was begun in 2000 by shifting production of
two-handle faucets from Iserlohn in Germany to Olesno in Poland,
where it continued for another eight years. After the shift, only 25
people worked for Oras at the Iserlohn site, all of them in marketing,
with no production at all.
Reorganisation of Central European operations continued when
warehousing for the German and French subsidiaries was shifted to
a new central warehouse in Hamburg in 2002. Warehouse operations
and product deliveries were outsourced to a Belgian company, AB
Logistics. At the same time, the administration of Central European
operations was shifted to Rauma. In 2004, the French and Belgian
subsidiaries were closed. From now on their work would be done by
local sales organisations.
The old machines and labour-intensive production at the Olesno
factory had hindered improvements in productivity. When the
organisation was streamlined, a large part of the labour force became
redundant. In 2005 only 160 people still worked at Olesno, about a
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third of the number at the time of the acquisition a decade earlier.
Despite the staff reductions, output had doubled.
The Rauma factories in Finland retained their position as Oras’
most important unit, and investment there increased Rauma’s
significance. In 2005, 637 people worked at Rauma, about 100 fewer
than a decade earlier.
Rauma was where Oras developed its products and where the
company used all the technologies at its command: gravity die casting
of brass, injection moulding of plastic, surface finishing and faucet
electronics. On the other hand, raising capacity utilisation to the
target level proved difficult at Rauma. Also labour costs were high,
four times as much per hour as at Olesno.
Leksvik in Norway was even more expensive, with an hourly rate
30 percent higher than at Rauma. The other drawback at Leksvik
was obsolete machinery, which had not been worth renewing for
making the Oramix, a pressostatic faucet sold principally in Norway.
At the start of the 2000s, the number of people working at Leksvik,
85, was unchanged since the 1980s. Gradually, however, the position
of the local factory in the organisational structure had become
questionable.
Oras believed that the future of its business lay in Eastern Europe.
Poland and Russia would become important, but it also intended to
invest in operations in the Baltic States, the Czech Republic, Slovakia,
Romania and Ukraine. A Czech subsidiary had been established in
1997 and there were sales offices in the others.
As for Russia, Oras had already established representative offices
in St Petersburg and Moscow before 2000. It had representatives in
the other major Russian cities, the most remote being in Novosibirsk,
the other side of the Urals. Oras did not intend to build a factory
in Russia. Faucets sold in Russia and elsewhere in Eastern Europe
would continue to be manufactured in Finland and Poland.

Organisational reform
Oras’ results for 2005 showed a slight increase in net sales but
lower operating profit because of low sales in Central Europe. In
other regions sales were developing well. Operating profit was still
14 percent, which was a good figure for Oras and for the faucet sector
in general.
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CEO Jari Paasikivi
shakes hands with
the entire staff of
Oras’ Rauma factory
on the company’s
60th anniversary on 8
May 2005.
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When it announced the result, however, Oras said it would be
taking steps to make operations more efficient. The changes were
being forced on it by the high costs of energy and materials as well as
tougher competition. The company’s management was particularly
concerned at the deterioration of its competitiveness compared with
manufacturers that had transferred production to low-cost countries.
It had to react while there was still time.
The reorganisation between different Oras factories was announced
in spring 2006. The greatest change was that labour-intensive kitchen
faucet production would shift from Finland to Poland. A new factory
would be built at Olesno and, when it was complete, the number of
employees there would rise by more than 100. The reorganisation
would mean that the labour force at Isometsä in Rauma would be
downsized by about 120. On the other hand, the shift to Olesno
would leave room for Isometsä to take over valve production from
Kaivopuisto in Rauma.
Rauma would retain its position as the core of Oras know-how
because electronic and thermostatic faucets would continue to be
made there. Moreover, the company would continue to invest in
developing and producing high-technology products.
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The only mention about the Leksvik factory in Norway was that
“specialisation would be intensified”, but no concrete measures
were announced. Finally, it was stated that production of standard
components used by Oras would be outsourced to contract
manufacturers in China.
President and CEO Jari Paasikivi said that the reorganisation
would strengthen Oras’ position in the global faucet market. The
functions of its units would be redefined to make the whole company
as vigorous as possible.

Kitchen line to Poland
There was delight in Olesno about the new factory for kitchen faucets
and the local jobs it would create. Construction began already in
autumn 2006. The mood among Rauma employees, on the other
hand, was despondent. Part of Isometsä’s traditional production was
ending. People felt that the cutbacks, 100 man-years, were excessive.
The views of Rauma workers were supported by Oras’ good result
in 2006, due to an upswing in the construction sector that had boosted
faucet demand. Furthermore, net sales were predicted to grow by
nine percent in 2007.

Inauguration of the
factory expansion
at Olesno was
celebrated in May
2008. Cutting the red
ribbon are (from left)
Tomasz Gorzenski
representing the
Polish Industry
Ministry; Mayor
Sylwester Lewicki
of Olesno; Jukka
Paasikivi, chair of
the board of Oras;
Marcin Kolodziejczyk,
managing director
of Oras’ Polish
subsidiary; and Pekka
Kuusniemi, CEO of
Oras Oy. Looking
on: Father Lucjan
Gembczyk of the
Catholic Church.
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This improvement seemed to refute the need for job cuts and
Oras management had to explain why it was engaged in cutbacks
during an upswing. CEO Jari Paasikivi said that restructuring was
unavoidable at a time of tougher global competition.
In fact, the need for redundancies at Isometsä fell by half because
of growing market demand for faucets with electronic and other
advanced technology. The factory’s staffing plan had to be altered
and some of those that had been dismissed were invited back.
The semi-automatic assembly line for kitchen faucets at Olesno
was ready in spring 2007 and the entire factory was complete by May
2008. The premises were again grandly inaugurated in the Polish
style. Polish television reporters attended and interviewed the new
President and CEO, Pekka Kuusniemi, about Olesno and its role in
the Oras organisation.
The new factory performed every stage in the manufacture of
kitchen faucets, up to consumer packaging. Initially, however, not
everything went entirely according to plan. Training the 100-plus
new employees for their jobs proved especially challenging. Oras
management had to admit that it had underestimated the complexity
of moving the kitchen line.
Several years afterwards, it became clear that, despite the problems
experienced, the timing had been right. The hardship caused at
Rauma by the transfer of the kitchen line would have been much
worse if had been done at a time of economic crisis.

Segmentation and product portfolio
At the start of the 2000s, Oras offered a great range of multipurpose
faucets. Of every type – single lever faucets, automatic faucets
(thermostatic and pressostatic) and electronic faucets – there were
several models. By 2007 it had brought a total of 70 different models
to market.
As previously, Oras’ strategy was based on offering products aimed
at different consumer groups. Over time the market changed and
consequently the allocation of faucets between consumer groups –
segmentation – had to be reorganised.
In the product grouping in 2002, Ventura and Alessi faucets
belonged in the upper segment. Here, design was the most important
criterion for the consumer and price mattered less despite the high
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THE SECOND GENERATION

cost of the faucets. Upper segment
faucets were what distinguished
Oras from rivals that made
standard lever faucets. It was said
that Venturas and Alessis elevated
the Oras brand.
In the middle segment were
Vienda, Safira and Vega single lever
faucets, the Optima thermostatic
faucet and the Sensiva shower
set. In this group, the consumer’s
choice was determined primarily
on how reliably the faucet worked,
followed by price, with design
in third place. Middle-segment
products sold in large volumes;
these brought in the money.
In the lower segment
Oras offered Saga and Polara
single lever faucets, the Nova
thermostatic faucet and the Apollo
shower set. The main role of this
group of products was to support
pricing of the middle segment. At
this stage electronic faucets had been left out of market segmentation
because there was negligible demand for them in the home.
The tripartite segmentation of products was revised in 2005 when
it was realised that the market now had a separate luxury segment.
Prices of faucets in this group were several times higher but they were
bought by consumers who associated the product with opulence, even
if the extra comfort was contrived.
Oras did not make such faucets although perhaps at some stage
it had seen Alessis and Venturas as luxury products. Now it saw
that these faucets belonged in the premium class (previously the
upper segment). From now on, the upper middle price class was
also called premium, which better described the new segmentation.
The new terms for middle and lower segments were standard and
economy.

The latest version
of the Vienda in an
English-language
advertisement
from 2005. Oras
hoped that sales of
the faucet would
improve in the
Nordic countries and
Russia.
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Multitechnology
Oras Multitechnology is a phrase meaning concurrent know-how in
the most exacting processes involved in making faucets. These are
skills that took decades to master. The production methods are brass
casting; chrome plating of the faucet body; injection moulding of plastic
parts; plating of the plastic parts; and electronics. The faucet therefore
combines metal, plastics and electronics. It should also be noted that the
final product is in contact with running water.
1950s & 1960s
Initially Oras commissioned the casting of brass faucet bodies from a
contractor. Because of quality problems and the fact that casting was the
starting point of the production process, it decided to bring the job inhouse. Casting skills were obtained from Germany in 1955.
Chrome plating of faucet parts had also been outsourced, which
required a traffic from Oras to the plating company and back again. The
problem was eliminated when Oras set up its own plating department
in 1963.
1970s
Production of the Safira single lever faucet contained several
technological advances, the main one being the use of plastic. Starting
from 1975 the company’s plastic department developed injection
moulding for the production of plastic parts.
Producing a plastic faucet cover was a radical solution. It was
significantly lighter than brass and many times cheaper to produce.
However, the plastic had to be plated so that it would be durable. This
production phase was initially outsourced but in 1977 Oras acquired the
necessary know-how from Canada.

In the 2000s Oras brought new faucets to market at a rapid pace.
Each year it invested some €5 million in impressive product launches
and other forms of marketing. The Ventura range, presented in 2001,
was an example of what Oras wanted to offer for the new millennium,
with superior design, traditional technology and electronics combined
in the same product.
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1980s
Oras skills expanded from single lever faucets
to thermostatic and pressostatic faucets.
Making full use of its varied production
process skills, it was able to bring excellent
automatic faucet models to market.
1990s
Oras had been producing photocell faucets
for hospitals since the 1970s. When it began
developing a new generation of electronic
faucets at the start of the 1990s, the intention
was to produce models for the home, in
addition to public facilities.
As development work continued, the costs
of Oras electronic faucets fell significantly.
This made them better able to compete with
other faucet types. A significant innovation came in 1994 when a battery- Oras’ multiple
technologies.
operated version of the Electra faucet was made.
2000s
Multitechnology seemed to offer Oras a way to attain its objective of
European market leadership in electronic faucets. When the company
was skilled in all the production processes, it could achieve higher
product quality than its rivals. Other faucet manufacturers were
compelled to outsource one or more production processes.
Multitechnology also brought new opportunities in product
development as a whole. When all production processes were under
the same roof in close proximity, interactions could lead to significant
innovations.

A similar product was the Cubista single lever faucet, which went
on sale in 2007. Its design had taken two years. The aim was to
supplement other models with a distinctive faucet line that would
nonetheless suit ordinary households.
The Oras product palette was also adapted by modernising the
appearance of its traditional faucets. For example the thermostatic
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Optima, which had been on sale for almost two decades, was
redesigned for a third time in 2003. Four years later, it was redesigned
once more.
Another example of the same process was the modernisation of the
Vienda single lever faucet line in 2005. The new design was expected
to appeal to middle-aged consumers and make the Vienda a success
in Russia as well as the Nordic countries. Like the Cubista, the new
Vienda design was the work of a younger-generation industrial
designer Kirsi Svärd.
In the course of three decades, various versions of the traditional
Safira had sold over 20 million, of which half were the Classica
(originally called the Super Safira). Even in the new millennium,
HVAC professionals still liked the Safira and kept buying it. In time,
however, modernisation became necessary and in 2009 a redesigned
Safira product line was brought to market.
A significant development on the electronic faucet side was
that production of magnetic valves, which had been done by a
subcontractor, was taken back by Oras in 2010. This was a strategic
measure, aimed at creating an advantage over competitors by making
magnetic valves of better quality and at a lower cost.
The new focus on the user experience led to the renaming of
electronic faucets at the start of the 2010s. They were now called smart
faucets and the new models were expected to make a breakthrough in
the home in the decade ahead. Market research said that consumer
attitudes to them were now more positive than before.
“Smart Faucets for Home” was a major campaign in spring 2010. It
began in the Nordic countries and expanded to other parts of Europe.
In the home, as elsewhere, the smart faucet was said to be the “natural
choice”.
The Eterna shower was one of the smart faucet models offered to
households. Its functionality was expanded in 2013 with an EcoLed
signal light that helped the user to save water and energy. Resellers
at least seemed convinced by it. The faucet was said to embody Oras
core know-how at its best.
Smart faucets advanced by stages towards greater popularity but
there was no knowing how long consumers would take to move in
mass from single lever faucets to smart faucets. In some countries it
might happen rapidly; in others it could take decades.
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Erkki
Paasikivi’s
steel sculpture
“Dialogue of
equals”.

Management changes
The life of Erkki Paasikivi, founder of Oras, ended on 19 June 2003
at the age of 85. Even in his old age Erkki had followed the family
company with great interest. He attended board meetings as an
ordinary member after Pekka Paasikivi had taken over the chair in 1996.
In 1997 the Finnish business publication Kauppalehti Optio
picked Erkki Paasikivi as one of the 80 most influential people in the
Finnish economy. The magazine noted that he had developed Oras
into a leading and very profitable manufacturer of faucets. Product
development had been one of the keys to success.
In memory of Erkki Paasikivi, a foundation bearing his name was
established in 1986. According to its current Articles, it distributes
grants to promote education and research in water technology and
housing solutions, as well as in economics. It also supports local
culture and sports in the Rauma region.
The second generation of the Paasikivi family, brothers Pekka,
Jukka and Jari, redefined their functions in the company in the 2000s.
Pekka Paasikivi, who had worked as President and CEO and Board
Chair at Oras, gave up both positions to concentrate on developing
the companies that the Paasikivis had invested in. Jari Paasikivi
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Oras Board members 2003–2015
Pekka Paasikivi
Jukka Paasikivi
Jari Paasikivi
Vesa Puttonen
Kaj Paasikivi
Risto Saarisalo
Hannu Paitula
Bastian Schaefer
Annika Paasikivi
Risto Paasikivi
Nils Lϋssem
Pirjo Väliaho

Chair 1996–2005
Member until 2005, Chair 2006–2012
Member until 2012, Chair 2013–
2003–2005
2006–2014, Vice Chair 2013–2014
2006–2013
2009–
2009–2010
2012–
2010–
2014–
2015–

became President and CEO of Oras in 2002 and Jukka Paasikivi began
chairing the Board in 2006.
In 2003 Oras looked beyond the Paasikivi family to fill the Board.
Vesa Puttonen, a professor of finance at Helsinki School of Economics
was appointed a member. Other family companies had also begun
choosing outside directors, in order to give the Board more vision and
skill. In 2006, Puttonen moved to the Board of Oras Invest.
The first member of the third generation of Paasikivis to join the
Oras Board was Kaj Paasikivi in 2006. In 2010 he was followed by
Risto Paasikivi and in 2012 by Annika Paasikivi.
Jari Paasikivi became President and CEO of Oras Invest in 2007
but continued for another year as President and CEO of Oras until
a successor took over. Jari was appointed Chair of the Oras Board in
2013.
The shift of responsibilities in the 2000s to Jari Paasikivi, ten
years younger than his brothers, was described in the family as
intragenerational change. The task of keeping the media informed
about Oras, previously done by Pekka Paasikivi, also went to Jari.
Pekka Paasikivi’s career has involved far more than just the family
company. He has been on the boards of employers’ organisations
such as the Federation of Finnish Technology Industries, served
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chambers of commerce at the national and local level, and worked in
HVAC sectoral organisations. He has chaired the Supervisory Board
of Varma and been a board member at other insurance companies.
After the family holdings expanded beyond Oras, he chaired the
Boards of Uponor and Kemira, too.
Jari Paasikivi has also held many posts. In addition to being Chair
of Oras Group, he has chaired the Boards of the Federation of Finnish
Technology Industries, Uponor, Kemira and Tikkurila, been Deputy
Chair of Varma and a Board member and Work Committee member
of the Confederation of Finnish Industries.
Oras turned a new page into history in 2008 when the first person
from outside the Paasikivi family became President and CEO.
The position went to Pekka Kuusniemi, who had previously been
marketing director. He had begun working for the company in 2002
and been in charge of brand development, which had become a key
element in corporate strategy. Kuusniemi had also been responsible
for group sales and marketing.
In the competition between faucet producers Oras was counting on
its brand for success, which made Pekka Kuusniemi the logical choice
for new chief executive officer. At the end of 2008, he and his team
were immediately put to the test, when the international financial
crisis cast dark shadows over the faucet sector.

CEO Pekka
Kuusniemi
announces Oras’
acquisition of
Hansa faucet
production in
September 2013.
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Economic crisis strikes
When US financial market problems erupted into a worldwide
economic crisis, the first signs in Europe were observed in autumn
2008. The crisis was a culmination of the debt burdens of many
countries. This economic downturn was not to end soon. Even in
the middle of the current decade, an upswing is not yet properly
underway. How did Oras fare during this difficult period?
The field in which it was operating had long been growing at only a
slow rate, so the company had been monitoring its profitability closely.
This policy had worked and profits had been maintained.
After overcoming problems at the start of the new millennium,
Oras developed rather well from 2003 onwards. Low interest rates
were spurring construction activity in much of Europe. Net sales
increased between 2003 and 2007 and operating profit varied from 13
to 16 percent.
Oras’ operating profit was good despite the sizeable investments
it made in new products. Marketing and producing tools needed in
manufacturing were also rather expensive but the investment paid
off, because the improvement in net sales was specifically the result
of higher sales of electronic and design faucets.
After several good years the company was expecting business
conditions to turn down before long, but the downturn when it came
was surprisingly fast. The first signs were seen in November 2008,
when orders declined by almost a third. Deteriorating economic
prospects had made customers wary and they were running down
their inventories.
At the start of 2009, Oras began downsizing at the Rauma, Olesno
and Leksvik factories. Its staff magazine referred to “extraordinary
measures that superseded the annual budget and other normal
management processes”. Recruitment was cut back and money
was only to be spent on product development and investments in
occupational health and working safety.
Employees at the Isometsä factory in Rauma were laid off for a
fixed period and 30 workers were put on the path to retirement. Extra
days off for senior employees were also frozen. At Olesno temporary
employment contracts were not renewed and in Leksvik working
hours were reduced.
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Sales figures in the first half of 2009 looked gloomy. As customers
cut their inventories, monthly sales declined by as much as a third
year-on-year, and for the whole year sales were 15 percent down.
However, operating profit rose to 16 percent; downsizing had brought
extra efficiency and improved profitability. The number of employees
had declined by more than 50.

A new business plan, Oras Strategy 2015, was drawn up by the
management team and presented at the start of 2010. This mediumterm plan aimed at raising net sales in five years by 50 percent to €200
million. Growth would be partly organic, partly by acquisitions. At a
time when markets were in recession it was a bold objective but Oras’
strengths made it possible. The company had a robust balance sheet,
its business was still profitable and it had an extensive array of skills.
Organic growth would be based on electronic faucets, where
Oras was aiming to become the European market leader. It would
be achieved through multitechnology, a set of skills that its rivals
did not possess. It also had patent protection for its electronics
inventions.
The company began to seek a suitable company to acquire
in Sweden or in Germany but years passed before this project
reached implementation. Seen from outside the company, the main
developments at Oras were the closure of its factory in Leksvik and
the creation of a Scandinavian logistics centre in Gothenburg.
Oras had been the largest player in the faucet sector in Norway for
two decades, with a market share above 50 percent. However, it had
come to see that the high cost level in Norway and the streamlined
logistics systems of wholesale customers meant that a small faucet
factory was no longer viable. It decided to shift production of the
Oramix pressostatic faucet to Rauma, another part of output to
Olesno, and the production of about a hundred components to a
Norwegian subcontractor.
Production at Leksvik ended in January 2012 and the number of
employees shrank from 70 to 30.
Oras’ logistics centre in Gothenburg began operating in February
2012, supplying the Swedish market. By the end of the year it
also handled Norway and Denmark. Operation of the centre was
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A press release on
the sale of Hansa
Metallwerke AG by IK
Investment Partners
to Oras Group in
September 2013.

outsourced, as it had been at the Hamburg logistics centre.
The Oras organisation now consisted of two factories – Rauma
and Olesno – and two logistics centres – Hamburg and Gothenburg.
Previously the company had had four factories and seven regional
warehouses. In the new structure, products flowed efficiently from
factories to warehouses and onwards to wholesale distribution
networks.
The economic crisis impacted Oras’ business environment in
many respects. A significant effect was that the decline in prices
of traditional products accelerated. Moreover, sales became more
volatile, the order book shrank, competition was more aggressive
and the number of product distribution channels grew.
In 2010 it appeared that markets had begun to recover but the
forecast was premature. When Oras shifted material cost rises into
faucet prices, customers and consumers became wary again. At the
end of 2011 there were new layoffs at both Olesno and Rauma. The
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following year the number of employees was reduced by about 100,
cutting the total payroll to some 900.
Even during the years of economic crisis, Oras improved internal
efficiency in many ways. It managed to halt the decline in profitability
although determined efforts were required to keep operating profit
above 10 percent. Now that the necessary restructuring had taken
place, Oras was confident it would continue to succeed. A positive
feature was that demand for Oras smart faucets was increasing year
after year, but the future was opaque. No one could foresee how the
market would develop.

Hansa and Oras Group
It was Germany where the corporate acquisition contained in Strategy
2015 became possible. Oras set its sights on Hansa Metallwerke AG,
a family company more than a century old. Now the economic crisis
was compelling the owners to sell it.
Hansa had a strong position in the Central European market.
It was number one in Austria and one of the three leading faucet
manufacturers in Germany. Hansa Group products were sold in more
than 50 countries around the world. A significant proportion of net
sales came from KWC AG, a subsidiary that made faucets for the
catering industry and was the leading brand in its field in Switzerland.
Hansa’s control of KWC AG caused Oras to think again. The
group seemed to be so large and diverse that a merger would be
too hard to implement. Instead Hansa was bought in 2010 by IK
Investment Partners, a private equity company. Oras resumed its
search for acquisition candidates among competitors and even in
sectors adjacent to faucet production. Nothing seemed to suit its
overall concept.
IK Investment Partners did not hold on to Hansa for long. After
KWC had been sold off, Hansa was now what Oras was looking
for and it announced its interest again in spring 2013. After IK
Investment Partners had made an encouraging reply, the Oras Board
and Management Team began due diligence. A binding offer for
Hansa was made in July 2013.
There were no other serious potential buyers so negotiations began
in August. A contract was agreed on 16 September 2013. The deal was
financed by Oras Invest, the owner of Oras.
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The Oras Group
Board in 2015:
Pirjo Väliaho (left),
Nils Lűssem from
Germany, Annika
Paasikivi, Risto
Paasikivi, Jari
Paasikivi and
Hannu Paitula from
Switzerland.
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As companies, Oras and Hansa were about the same size. What
made the deal attractive was their good strategic fit. Hansa had a
strong position in German-speaking Europe, an area that covered
100 million consumers. This gave Oras a brand name, status and
a distribution channel for its smart faucets in a market that was
ten times larger than Nordic area, its main market area hitherto.
Meanwhile, Oras could support the launch of Hansa products in
Nordic markets.
Hansa’s head office was in Stuttgart. It had a factory in
Burglengenfeld specialising in producing brass faucet bodies and
a plant in the Czech town of Kralovice, where it assembled Hansa
faucets.
At the time of the acquisition Hansa employed 600 people. The
combined net sales of Oras and Hansa were €250 million and their
payroll totalled 1400 people. They had operations in 20 countries.
Compared with the old Oras, net sales were now twice as much and
the payroll about a third larger. Pekka Kuusniemi became President
and CEO of Oras Group.
Oras and Hansa continued as separate names so Oras Group now
contained two different brands. This was a significant change from
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the previous business plan, which was based on a single brand. A
strategy was drawn up for each Oras Group market area, laying down
the main brand name that would be used in each.
The success of the acquisition demanded common values and
unified business models throughout the group. Integration planning
was begun immediately after the acquisition. Fifty specialists took
part, closely studying the best practices in each area of the business.
CEO Pekka Kuusniemi noted that the acquisition of Hansa had, in
just one bound, given Oras a strong position in Central Europe. The
task that lay ahead was to successfully integrate the companies. The
synergies that had been observed when the acquisition was planned
now had to be achieved. The most important thing was for Oras
Group employees to believe in the strategy and commit to executing it.
The main effort was focused on product development and
integration of the product portfolios. Group sales had to be increased
and the cash flow protected because the acquisition had meant there
were more current liabilities than before. Another goal was to raise
operating profits to 15 percent. Kuusniemi said that Oras Group was
well placed to achieve its aims and establish itself as a strong player
in the European faucet sector by the end of the 2010s.

Oras 1990–2014
YEAR

NET SALES
(MEUR)

OPERATING
PROFIT %

EMPLOYEES

1990

104

9

938

1995

133

19

963

2000

137

14

1 122

2005

147

13

1 085

2010

141

14

978

2014

258

12

1 420

Net sales in 2012 money, except 2014. Figures for 2014 for the new Oras Group.
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Oras Invest’s annual
report for 2013.
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From Second to Third Generation

INDUSTRIAL
OWNERSHIP
1999–2015
Oras enters a new era
In the 2000s, the business operations of the Paasikivis came to
encompass much more than faucet production. The family company
developed into an industrial owner that also had significant holdings
in three Finnish listed companies.
The new era began in 1999, when Oras acquired shares in Uponor,
a producer of plastic pipes. The deal made the Paasikivi family
Uponor’s main owner. Less than ten years later came a similar
purchase of shares in Kemira, a chemicals company serving waterintensive industries. By that time the Paasikivis’ holdings were in
Oras Invest, a company they had established.
As they outgrew their family-owned business and expanded into
the world of listed companies, the Paasikivis took on new duties,
responsibilities and challenges. They had to learn to work with
countless partners. At the turn of the decade they may not fully have
realised where the path would lead but they did know that acquiring
holdings in companies outside the faucet sector would transform
their overall business operations. The family company would develop
into an industrial owner.
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After buying into new companies, the next step was to develop
them. Methods were needed to bring shareholders, board members,
managers and employees together, to work towards a common
goal. Experience accumulated over the decades at Oras served as a
foundation for how the Paasikivis set about changing practices in the
companies that came into their sphere.
They also had to resolve concrete questions about how family
holdings would be organised. Their response was to establish Oras
Invest in 2004. It gave a framework for discussions about how
the family company should be run, in combination with issues of
principle regarding the purpose and goal of ownership.
A little at a time, the concept of industrial ownership emerged.
Alongside an active and long-term approach, it was important to
understand the nature of listed companies and to adopt modes of
operation that were suited to their nature. Listed companies have
extensive stakeholder groups and great social significance.
Apart from industrial ownership, Oras Invest has also focused on
generational change in the family. The Paasikivis had already been
through this process in their company once. In 2010s they faced
it again, and the third generation of the family began to take an
increasing amount of responsibility.

Investing in Asko
The Oras 2005 Vision, a project initiated in 1996 with the vision
of trebling net sales in ten years, had aimed to do so mainly by
acquisitions. Soon, however, it was realised that the objective was
not attainable. Apart from Olesno, no suitable faucet factories had
been found.
Oras was a very profitable company with a robust balance sheet. It
made sense to channel the funds accumulated in its balance sheet
into business expansion, but how? The Paasikivis were not attracted
to the idea of being mere financial investors.
Participation in an Owner/President Management Course at
Harvard Business School helped Pekka Paasikivi find the answer.
Here he was encouraged to look beyond the faucet industry to the
whole HVAC sector. This made sense because the Paasikivis had
accumulated considerable experience in the sector while running
Oras. Soon an interesting company came into sight.
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Two Finnish state-owned companies, Imatran Voima (power
generation) and Neste (oil refining) were merged into a major energy
industry player, Fortum, in 1998. In the process, Fortum became the
owner of a significant amount of stock in a conglomerate named Asko.
The stock had been acquired by Neste because an Asko subsidiary,
Uponor, used Neste resin to produce plastic pipes.
Fortum was not interested in Asko shares and began to seek a
buyer for them. It even asked Oras whether it was interested. The
batch of shares on offer was so great that the buyer would become the
largest shareholder in Asko, a stock exchange company.
Oras was indeed interested in Uponor, which owned Unicor and
other related brands. However, Asko had other businesses, such as
the sale of domestic appliances that Oras did not want. Moreover,
Oras believed at the time that the purchase of Asko shares was too
big a project for it. Negotiations were not held.
The situation changed in summer of the following year, when a
foreign suitor for Asko appeared. Glynwed was a British company that
produced plastic pipes, and it too was interested mainly in Uponor.
The Paasikivis had to react quickly. Pekka Paasikivi had already talked
to certain Finnish insurance companies about Asko-Uponor. The
plan was that, after the shares had been bought, Asko operations
apart from Uponor would be sold off.
From Fortum’s perspective, a long-term Finnish owner was
preferable to a foreign buyer. In August 1999 Fortum sold its Asko
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shares to Oras and its partners for this project, the Varma and Sampo
pension insurance companies. Oras became the largest shareholder
in Asko with a stake of 15.6 percent. In the years ahead it would
acquire more shares on the stock exchange and its holdings reached
24 percent by 2007.
Asko’s name was changed to Uponor at the start of 2000. Its net
sales (about €1.4 billion in today’s money) were ten times greater than
Oras’ net sales and it had five times as many employees. How did the
Paasikivis want to develop it?

Developing Uponor
As Chairman of the Uponor Board, Pekka Paasikivi set about revising
the allocation of responsibilities between board and management.
Operational management had previously had fairly free hands
because the Board, consisting mostly of specialists in insurance
and finance, had lacked the expertise to steer the business. When
management wanted a matter discussed, it brought a proposal to the
Board, which approved it.
Pekka Paasikivi now took an active role in discussing business
decisions and management duties with the CEO. Only then were
matters referred to the Uponor Board. Even if this process was not
good corporate governance, it was justifiable in a situation where most
of the Board had no experience in the company’s field of business.
A few years later, when the old members had left the Board and
the new Board members had more expertise, the Board was able to
provide a greater input. Another new aspect was that the CEO no
longer sat on the Board, as he had done before.
Even Uponor’s business plan changed. Previously, when owned by
Neste, its objective was to be the world’s largest producer of plastic
pipes. For the new main owner, size was not important. It was soon
clear that the key indicator would be operating profit margin. The
same had been true at Oras.
In contrast to the period under Neste, building solutions were now
made the focal point of Uponor operations. Previously, infrastructure
solutions had been given priority because Neste’s interests demanded
the greatest possible use of plastic. The same motivation had led to
countless acquisitions. Uponor had taken over companies around
the world, as far away as Norway north of the Arctic Circle and
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southernmost Argentina. Foreign subsidiaries outside core business
area were now put up for sale.
As a consequence of its acquisitions, Uponor had countless product
names in the building solutions sector. Even this had once been a
sensible strategy, reinforcing the credibility of plastic as an alternative
to copper for piping. Now that plastic pipes were widely accepted,
the diversity of product names was no longer useful. Moreover they
meant high marketing costs.
The Paasikivis wanted a single-brand strategy for Uponor. As
examples, Pekka Paasikivi pointed to the strategic benefits obtained
from merging Oras and Osy, and to the experiences of foreign HVAC
companies. Untangling the brands took a long time. It was not until
2001 that Uponor had put all products under the Uponor brand.
When Uponor started looking for a new chief executive officer,
it wanted someone from outside the company. This was a way of
drawing a line under the old Asko-Uponor world. Uponor’s CEO
should have no ties within the company, so he would be better able
to modernise it. Jan Lång was just such a person, supported by his
deputy, Jyri Luomakoski, who knew the company well from the inside.
In choosing its new CEO, Uponor was also looking for brand
management expertise, as well as efficient, modern management
skills. Previously every division of Asko had had its own board. Now
integrated management was required. It was put together by Jan Lång
and was very operational. Apart from Jyri Luomakoski, all were new
members.
Under its new CEO and Executive Committee, Uponor’s business
enjoyed a tailwind. The market was offering growth opportunities and
the Board even criticised the pace of investment from time to time.
Everything went well until 2008, when the financial crisis erupted.

Oras Invest’s early years
Intended to administer the holdings of the Paasikivis, Oras Invest was
established at the end of 2004. It was owned by the third generation
of the family, to which the holdings had already previously been
transferred. Its shareholders were therefore Annika, Eerik, Henrik,
Kaj, Kristiina, Risto and Sofia Paasikivi.
During the course of 2005 Oras Invest took over ownership of the
faucet producer Oras, the Uponor shares that Oras had held, plus
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The Oras Invest board
2007: Pekka Paasikivi
(left), Jari Paasikivi,
Annika Paasikivi,
Jukka Paasikivi, Ulla
Litzén from Sweden
and Vesa Puttonen.

certain smaller holdings. The business concept of Oras Invest was
presented in its annual report but still in a rather narrow form. The
aim was to own building-related industrial companies and to finance
the Oras faucet company.
Initially Jukka Paasikivi handled the job of CEO of Oras Invest. In
2006 it was taken over by Jari Paasikivi. Oras Invest’s first office was
at Oras premises in Rauma but it later moved to Helsinki.
The Board of Oras Invest, appointed in 2006, consisted of
representatives of the Paasikivi family and, at this time, one outside
member. The outsider was Professor Vesa Puttonen of Helsinki
School of Economics, who brought skills in financing and the
macroeconomy to board work.
The arrival of Ulla Litzén on the Board a year later marked the
professionalisation of its decision-making. She was on the boards of
several major listed companies in Sweden and was very experienced
in owner issues. Subsequently the language of board work at Oras
Invest changed to English.
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At this stage Oras Invest was describing itself as a Finnish family
company and industrial owner. Via its holdings it aimed to create
“long-term value growth”. The foundations of its business were good
corporate governance, long-term ownership, entrepreneurship and
the pursuit of returns that were proportional to risks. Oras Invest
was an active participant in the boards of companies it owned, and
maintained a constant dialogue with the companies’ stakeholders.
Then and later, there was much discussion about what kind of
company Oras Invest should be, and what principles would steer
its operations. Another important question was how it would
influence the companies it owned. The 2007 annual report of Oras
Invest, the first that was printed and intended for publication, noted
that its interests would be in sectors of industry of which it had a
good understanding and where it saw opportunities for business
development.
Finland’s Talouselämä magazine proposed that the Paasikivis
should take the Swedish listed company Ratos as their exemplar.
The family replied that Ratos acted as a private equity investor in
mainly non-listed companies, which it developed and then resold.
Oras Invest, despite its name, was a long-term industrial owner, not
an investment vehicle.
On the other hand the Paasikivis felt that they had much to learn
from how Swedish family owners were operating. A seminar on
the subject was arranged in Rauma under the leadership of Rolf H.
Carlsson, a Swedish authority on active ownership. The Paasikivis
believed that, in the culture of ownership, Sweden was at least two
generations ahead of Finland.
They also looked farther abroad for doctrines on corporate
governance, what good governance meant and what value it could
bring to shareholders. Their conclusion was that a good owner selects
a competent board, the board chooses professional management,
and the management is responsible for the company’s success. This
arrangement was regarded as particularly important for publicly
listed companies. It might seem self-evident but it was a new practice
in Finnish companies, compared with the situation that prevailed in
the 1990s. At that time shareholders and boards generally had very
passive roles.
The search for investment targets started in 2006. Oras and Uponor
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had both been doing well and Oras Invest had adequate funds at its
disposal. It was looking for companies in the building industry in
Finland, but other countries were not out of the question. At the end
of the year, it narrowed its search criteria: a stock exchange company
in Finland or, if it was a building-related company, in Sweden, too.
The list of potential targets, drawn up at this time, was headed by
Lindab of Sweden, which produced air conditioning and construction
elements. However a Finnish listed chemicals company, Kemira, was
starting to look more appealing.

The turn of chemicals
Kemira shares were available for purchase because the Finnish
government had decided to reduce the state’s holdings in the
company, which were above 50 percent. Discussions with possible
foreign buyers at the start of the 2000s had come to nothing but
in 2007 a new foreign suitor had appeared. Now Oras Invest also
announced its interest on Kemira.
In private, however, the Board of Oras Invest felt it did not know
enough about Kemira’s business, and commissioned an analysis
from the consulting firm of Booz Allen Hamilton. Their report
described Kemira as a global operator in pulp and paper chemicals
and a regional leader in paints. One argument for investing in the
company was the share price, which seemed reasonable, not too
expensive although not cheap either.
Another significant point was that, by reorganising the company, it
would be possible to increase the market capitalisation of Kemira by
as much as €350 million. The most important single measure would
be to spin off the paint business of a Kemira subsidiary, Tikkurila,
into an independent stock exchange company.
Although the report thought the acquisition of Kemira stock was
rational, it pointed out that the Paasikivis’ experience of industrial
business did not apply as such in Kemira.
After studying the report, the Board of Oras Invest decided in May
2007 to begin talks with the state about buying Kemira shares. The
response in political circles was benign. Among others, the Minister
of Trade and Industry, Jyri Häkämies, felt it would be safer to transfer
the shares to a domestic owner than if a foreign company became
Kemira’s main shareholder.
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Oras Invest’s partner in the Kemira project was once more Varma
pension insurance company. For Varma, the rationale was the
opportunity to support the choice of a domestic owner and to make a
good investment. What made the latter reason important was that a
very challenging target rate of return had been set for Varma’s share
portfolio in the 2000s.
Varma also closely analysed Kemira’s financial performance and
share valuation. There would be no easy route to developing Kemira
and hard work would be needed, but Varma was confident in Oras
Invest’s ability to modernise the company and thereby make Varma’s
investment profitable. With Varma’s encouragement, three other
institutional investors appeared.
The share deal was carefully planned for half a year and the
agreement was signed in August 2007. The state of Finland sold one
third of the share capital of Kemira for €655 million. Oras Invest
purchased 16.6 percent of the company at the cost of €350 million.
This made Oras Invest the largest shareholder in Kemira, followed
by the State of Finland, but their roles as shareholders were different.
As the active main owner, Oras Invest would oversee the modernisation
of Kemira. The state defined its role as a passive anchor, meaning that
it would be a permanent, stabilising force as a shareholder.
Varma and the other institutional shareholders were involved as
long-term investors and they would not participate in board work
either. Their long time horizon meant that they were not demanding
returns of their investments immediately. If times became tough,
they were prepared to wait.
From Oras Invest’s perspective, Kemira was in the same state as
Uponor had been earlier. Firstly, it was a diverse set of businesses.
Its four divisions were in areas of the chemicals industry that were
far from each other, without significant synergies. The sectors were
cyclical, which was a brake on growth because an upswing in one
sector could be cancelled out by a downturn in another.
Kemira’s previous acquisitions had not improved profitability.
It had examined new strategies but had not found the strength to
implement them. Moreover, the company was leveraged, although its
management did not regard this as a problem. Because of all these
factors, Kemira’s share price had been stagnant and it had been
unable to pay proper dividends.
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Reshaping Kemira
The State of Finland as Kemira’s owner and the Board of Directors
as the state’s representative had been passive. The state had lacked
a precise understanding of Kemira’s chemicals businesses and had
treated its shareholding as a financial investment. In practice the
company had been steered by operational management. The share
sell-off brought a major change, when the principal owner and the
Board seized the initiative in developing the company.
At an extraordinary general meeting of Kemira in October 2007,
Pekka Paasikivi was appointed Chairman of the Board. The members
of the new Board had wide-ranging expertise including knowledge of
the chemicals sector. Next, a new President and CEO was appointed.
Harri Kerminen had long worked for the company and was well
versed in its businesses, including foreign operations.
After he had put together a management team of his choice, the
main shareholder, the Board and operational management began to
review company strategy. In Pekka Paasikivi’s view, Kemira’s business
sectors were too disparate and, apart from Tikkurila paint production,
the company was not a leading player in any of them. Consequently
it could have no influence on product pricing.
A tighter focus was regarded as essential. The new business
concept was developed around industrial water treatment. Kemira
would produce chemicals for water-intensive industries. This would
give the company a rational orientation with both industrial logic and
business logic. The strategy chosen was clear and understandable, so
it would be easy to win the commitment of employees.
The main shareholder also brought balance sheet thinking to
Kemira, and cash flow-based steering. Both were new to it. Nor did
Kemira have a coherent corporate culture. If it was to act coherently,
the whole company would have to be integrated around new values
and common processes.
Once the main owner, the Board and the Management Board had
shaped a common business strategy, the CEO began implementing it
in the company’s structure. This led to close cooperation between the
parties and improved sectoral skills, which were valuable later, when
choices had to be made within the strategy adopted.
From Kemira’s perspective, the financial crisis exploded at the
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Economic crisis
Global business conditions turned down in 2008 in a way that had
hardly been foreseen anywhere. Stock exchange prices plummeted
and the Kemira share price became significantly cheaper than it had
been when Oras Invest had made its purchase in autumn 2007.
The foremost question for Oras Invest was not, however, the share
price but the development potential of the company it had acquired.
It would scarcely have been able to buy such a large batch of Kemira
shares more cheaply, because the Finnish government would not
have sold them at a lower price.
The economic crisis put industrial ownership to the test. How
would Oras Invest and the companies it controlled fare in difficult
times? Had it taken the right action at those companies, and had it
been done in time?
The profitability of both Uponor and Kemira had been hurt by
changes in their areas of business that began before the financial
crisis. During 2008 their share prices fell by half. Their decline was
worsened by the withdrawal of foreign investors. On the other hand,
Oras Invest and the other large Finnish shareholders did not even
consider selling the shares. Their financial position was strong. They
would not be panicked into sell-offs.
An additional challenge to Oras Invest was to change the chief
executive officer at each of the companies owned during 2008–09.
Within just over a year, new CEOs were appointed at Oras, Uponor
and Kemira, as well as at Tikkurila, which was still a Kemira subsidiary
at the time. Finding the right people took a lot of the Paasikivis’ time.
Stock market panic was at its peak in March 2009, when the value
of Oras Invest’s stakes in Uponor and Kemira fell to just 44 percent
of what it had been a year earlier. At the same time, each company
was restructured to improve profitability, which in practice involved
closures and dismissals in Finland and abroad. Product development
was spared, however.
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worst possible moment because implementation of the new strategy
was due to begin in 2009. While an economic and industrial crisis
continued, attention had to be focused on alternative plans for
keeping costs under control. On the other hand, the crisis showed
that the changes were essential.
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Uponor’s performance remained good, aided by an alternative
budget that was already drawn up in autumn 2008 in preparation for
the economic crisis. The situation at Kemira was more serious because
the company’s financial position was weak when the crisis struck. The
Kemira board was worried and believed that its balance sheet had to
be reinforced. This was done with a share issue in December 2009,
after operational management had managed to create a positive cash
flow. Kemira’s large shareholders subscribed large amounts of shares,
guaranteeing the success of the issue in difficult conditions.
What was the sentiment at Oras Invest at the peak of the crisis? It
was not seriously concerned because its financial position was strong
and it was able to make debt repayments. Oras Invest also had funds
for the Kemira share issue, even if Uponor and Kemira were both
unable to pay any dividend for 2008 and 2009. If necessary it would
have been able to sell off some Uponor stock and reduce its holdings
by a few percent.
In 2009 Oras Invest also had plans, together with a Swedish partner,
to purchase shares in Ostnor, a Swedish faucet producer. Funds were
available for this investment too, although it did not go ahead because
the owners of Ostnor wanted the company to remain under their control.
When the Kemira share issue was being planned, the shareholdings
of the State of Finland in what it defined as non-strategic listed
companies had been transferred to Solidium, a sovereign investment
company. Solidium had the authority and decision-making
mechanisms to handle share issues, and was unhappy that Oras
Invest had not informed it early enough about the Kemira share
issue plans, in the same way as the pension insurance company
shareholders had been.
Solidium also demanded a concrete plan for spinning off Tikkurila
into a separate company and an analysis of the effect on the balance
sheet. Oras Invest now had to wait until the extra analysis required by
Solidium was complete, although the delay in the share issue caused
no harm.
Business conditions improved in autumn 2009 and the year was
a surprisingly good one for the companies owned by Oras Invest. By
the end of the year, Uponor and Kemira share prices almost doubled.
Profitability at Oras, meanwhile, remained at its previous level. Oras
Invest profits were a third higher than the year before.
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Developments continued positive in 2010. In the first half, Tikkurila
became an Oras Invest company, having been spun off from Kemira
and listed on the stock exchange. Its price remained steady after the
listing. Valuation of Kemira shares after the separation of Tikkurila
fell by nearly a third, as expected, but in other respects the share price
at Kemira, too, was rising. Uponor shares, on the other hand, were
volatile. As in the previous year, the companies were able to pay the
expected level of dividends.
CEO Jari Paasikivi’s optimism was apparent in Oras Invest’s annual
report published in spring 2011. The net sales of all of the companies
it owned had increased and results had improved. The New Year had
begun promisingly and prospects looked good.
But the economic crisis was not yet over. 2011 was a year of
disappointment. A new fall in share prices wiped more than a third
off the market capitalisations of Oras Invest companies. The value
of Oras also had to be written down because demand was too weak
to prevent a decline in profitability. Rising material costs at Uponor
and Oras added to the challenges.
Because world economic prospects had again deteriorated, the
Board of Oras Invest discussed precautions for a new collapse similar
to that of early 2009. It did not take place, but there was no decisive
turn for the better, either. Occasional signs of improvement were
followed by unfavourable news. The future was proving particularly
difficult to foresee. The results of the Oras Invest group of companies
improved in 2012–13 but this was due to restructuring and improved
efficiency, not growth.

Floating Tikkurila
The original plan was for Kemira’s subsidiary Tikkurila to be separated
into an independent company and listed on the stock exchange
in March 2009, but this timetable proved to be too tight. With the
financial crisis at full force, it was decided to delay the plan for a year
and implement it only after Kemira’s share issue.
At the start of 2009 Erkki Järvinen was appointed President and
CEO of Tikkurila. Järvinen had experience of running a listed
company and of brand marketing, qualities that the Paasikivis
valued. Initially his most important duty was to plan Tikkurila’s
flotation. During 2009 enquiries were received about whether
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Tikkurila was for sale. Its strong position made it and its paint
production into an attractive prospect although no binding
offers were received. In any case, Oras Invest and the other large
shareholders had decided to hold on to Tikkurila and develop it as
an independent listed company.
The stock exchange listing took place in 2010. Tikkurila was the
only new company on the Helsinki Stock Exchange that year. In 2009
there had been others in the queue but they fell by the wayside under
the pressure of the financial crisis.
Initially Tikkurila’s share liquidity was rather low but the public
float increased after Solidium and Kemira sold their shares. To
increase the proportion of foreign shareholders, Tikkurila was
purposefully marketed abroad. Within a few years the proportion of
shareholders outside Finland had risen by a factor of seven and was
sometimes as high as 40 percent. This interest was due to the desire
to invest in Russia via a western company.
The ownership structure of Tikkurila thereby became diverse.
Alongside the main owner and Finnish institutions, Tikkurila had
many shareholders from other countries. The company’s story
boosted the credibility of Oras Invest as a main owner. In this and
other holdings, it was implementing a long-term ownership strategy.
The Tikkurila Board, led by Jari Paasikivi, had Finnish and foreign
members. All were experienced business leaders. The allocation of
responsibilities between the board and operational management
was clearly defined so as to avoid any ambiguity about who was
responsible for what.
CEO Erkki Järvinen significantly reduced the size of the Tikkurila
Management Board. Previously it had consisted of 15 members and
resembled a large committee. Järvinen cut the number of members
to five. Apart from the commercial director, who had long been a
member, all were new in the field.
Under Kemira’s ownership Tikkurila had acquired companies
abroad but they had been allowed to continue as before. Now they
were to be integrated into Tikkurila’s structure and adopt standard
practices. To increase cohesion, the company moved from a matrix
structure to a line organisation.
Even Tikkurila did not escape the effects of the financial crisis. For
one thing, there was a great drop in sales to Russia. The company’s
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Company round-up
In 2012 Oras Invest’s President and CEO Jari Paasikivi stated that
the economic crisis had changed the business environment of its
companies. At a time when demand was recovering very slowly, only
strong companies would be able to seize it. Growth would have to
come by conquering market shares. Success would also depend on
developing exceptional and original business ideas. The task of an
industrial owner, Jari Paasikivi said, was to ensure that the personnel of
its companies were fit for the challenge of tougher global competition.
Tikkurila’s improvement was some of the best news that Oras Invest
received in the 2010s. Tikkurila maintained a strong cash flow and
good profitability and proved to be a first class company operating on a
sustainable basis. However, its prospects were hampered by European
economic stagnation and the halt in Russian growth in 2014.
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structure and its costs had to be downsized to suit the world economy.
Dismissals were among the measures carried out.
The focus of its business was shifted to consumer paints. Industrial
paints, which were unprofitable, were de-emphasised. Tikkurila
also invested in expanding its range of services and in improving
its understanding of customer requirements. The company had
experience with paints and coatings, so it could offer the customer
the best possible product for any purpose.

The Oras Invest
Board, appointed
in December 2014,
consisted of Kaj
Paasikivi (left), Ulf
Mattsson of Sweden,
Pekka Paasikivi, Dr
Frank StangenbergHaverkamp of
Germany, Christoph
Vitzthum and Vesa
Puttonen.
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Oras Invest Board members 2004–15
Pekka Paasikivi, Chair, 2004–
(Asko Chair 1999, Uponor Chair 2000–2007, Kemira Chair 2007–2011)
Jukka Paasikivi, 2004–2011
(Oras Chair 2006–2012)
Jari Paasikivi 2004–2007
(Uponor Chair 2008–2013, Tikkurila Chair 2010–, Kemira Chair 2014–)
Annika Paasikivi, 2004–2011
(Uponor Deputy Chair 2014–, Oras Deputy Chair 2014−)
Vesa Puttonen, 2006–
Ulla Litzén, 2006–2012
Kaj Paasikivi, 2010–
Dr Frank Stangenberg-Haverkamp 2012–
Eerik Paasikivi 2010–2014
Risto Paasikivi, 2012–2014
Christoph Vitzthum, 2013–
Ulf Mattsson 2015–

The greatest improvement in Uponor’s business environment came
when US growth recovered and the company was able to maintain its
position in that market. At home, its performance was weaker. As the
mid-2010s approached, sales of its infrastructure systems were also
declining. The company’s future would be determined by internal
efficiency, innovations and possible acquisitions.
Under the leadership of Dr Wolfgang Büchele, who became
President and CEO in 2011, Kemira carried out a reorganisation
programme, Fit for Growth. Although a decisive turn in the company’s
fortunes was not achieved, Kemira was well placed to become the
market leader in chemicals for the board and paper industry. This
strategy was supported with acquisitions.
In 2013 Wolfgang Büchele was appointed President and CEO of
German-based Linde, a large industrial group, but continued on the
Board of Kemira. The job of unlocking Kemira’s potential shifted to
his successor, Jari Rosendal.
Slow growth prevailing in the faucet sector meant that Oras’ net
sales could be increased only at the expense of its competitors, but
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its excellent products made this possible. Oras Group, established
after the acquisition of Hansa in 2013, successfully integrated the
companies and achieved the target synergies.
Although the preceding summary of Oras Invest companies
covers only a few years, its strategy does not depend on the shortterm outlook. It is based on global megatrends, which provide the
rationale for the businesses owned.
The main megatrends behind Oras Invest are population growth,
urbanisation and growing infrastructure investments. These come
together in the function of providing a supply of clean water. The
companies owned by Oras Invest offer products and services that
meet the criteria of sustainable development in economic sectors
being boosted by global megatrends.
Oras Invest companies operate in the building and water-intensive
industries. Oras and Uponor are in both sectors, Tikkurila in the former
and Kemira in the latter. The annual report for 2010 also notes that
“Oras Invest’s holdings work towards sustainable use of the world’s
water resources.” The future will show how successful the company
has been at targeting business operations to exploit megatrends.

Modus operandi
Oras Invest’s core function is industrial ownership, combining
mission, vision and values. The company works to a time horizon
beyond business cycles and cooperates closely with the shareholders,
boards and executives of the companies it owns.
Total of employees of Oras Invest companies* 2010–14.
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Its nature is active ownership and entrepreneurship, activities
rooted in the work of the first and second generations of the Paasikivi
family. The first generation established, developed and expanded
Oras before passing it to the second generation. The company then
underwent a significant change but this was not reflected in board
work until the 2000s.
For several decades, the three Paasikivi brothers reached decisions
informally, often in “corridor talks”. This was possible because they
had common understanding of the big picture. Their characteristic
focus was on profitability and maintaining a strong balance sheet,
which also influenced risk assessments.
The second generation was strongly committed to Oras. The
company’s interests were always paramount. Selling the company
was never seriously considered. It was axiomatic from the outset that
ownership would be transferred to the third generation.
In the new millennium, the Paasikivis’ holdings expanded to
stock exchange companies, and board work became more formal. A
modus operandi was developed for Oras Invest and the companies it
owns, consisting of the good ownership structure, a strong board, a
competent chief executive officer and a committed and multitalented
internal network. Long-term development hinges on renewal of this
structure and collaboration within it.
Their definition of the right ownership structure is that, for
companies listed on the stock exchange, Oras Invest should be the
largest shareholder. In unlisted companies its holding should be over
50 percent.
All the companies meet this criterion. Oras Group has remained
100 percent owned by Oras Invest, thanks to the intellectual and
financial resources of the Paasikivi family. Of the stock exchange
companies, Oras Invest holds 23 percent of Uponor and 18 percent
of Kemira and Tikkurila.
Whether it is the best possible owner of the companies and whether
they are being optimally managed to the benefit of all shareholders,
is subject to continuous assessment. Oras Invest also has to ensure
that the large shareholders have uniform views about the companies’
potential and development prospects.
In all three stock exchange companies, Finnish institutions have
significant holdings while foreign nationals own about 25–35 percent.
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Over the years there have been efforts to increase the number of
Finnish retail investors. Kemira differs from the others in that
Finland’s sovereign investment company Solidium has the second
largest holding.
Another element of the modus operandi is a strong board,
consisting of independent members with either general management
or sectoral skills, strategic vision and results orientation. Oras Invest,
being the largest shareholder in its stock exchange companies, has
adequate influence over the choice of board chair, board members
and chief executive officers.
A good chief executive officer is distinguished by outstanding
professional skills and personal values in line with the owner and
the board. It is the board’s job to seek and appoint the CEO.
Breakdown of values of Oras Invest holdings, 2014.
14%

31%
14%
31%

33%
33%

22%
22%

Oras Group
Uponor Oyj
Oras Group
Uponor
Oyj

Kemira Oyj
Kemira
Oyj

Tikkurila Oyj

Tikkurila Oyj

Total net sales of Oras Invest companies* 2010–2014 (MEUR).
4500
4000
3500

3322

3306

3299

3282

3092

4001

3984

3926

3771

3692

3000
2500
2000
1500
1000

600

678

627

489

500

678

0
2010

2011

2012
Total
Yhteensä

Abroad
Ulkomaat

2013

2014

Finland
Suomi

*(Oras Group, Uponor Oyj, Kemira Oyj, Tikkurila Oyj)

187

It is particularly challenging to find the right CEO for a listed
company with global operations but Oras Invest has succeeded, and
has also created coherence between the shareholders, the board and
operational management. It admits that the CEO of Kemira has
changed too often, but this has been due to natural causes, not to
their failures.
A third crucial element in the success of Oras Invest and the
companies is good corporate governance and a strong and committed
network. The network consists of shareholders, members of
the nomination committees, board members and operational
management. At present about 50 people belong to this internal
network. Not all of the networking opportunities have yet been
exploited. More could certainly be done to improve the flow of
information, ideas and solutions within the network.

Partners’ experiences
Finland’s largest private investor, Varma pension insurance company,
partnered with Oras in 1999 to buy Uponor shares. The partnership
has continued. Varma’s investment director, Risto Murto, became its
President and CEO at the start of 2014.
Cooperation with Oras Invest was stepped up when Kemira shares
were purchased and then when Tikkurila was spun off. Varma became
a long-term investor in Uponor, Kemira and Tikkurila, companies
where Oras Invest is the active main owner.
The Kemira deal in 2007 was the first time in Finland that a
state-owned company had been privatised by selling it to a Finnish
industrial owner and institutional investors. Varma says that Oras
Invest’s strong input was the reason it decided to participate in the
project.
After consulting with Pekka Paasikivi, Risto Murto asked other
investors whether they would be willing to participate. Three
institutional investors agreed, creating a balanced shareholding
structure for Kemira. The drop in Kemira’s share price afterwards
was a disappointment but Varma had the patience to await a price
recovery, unlike some investment funds.
Varma was satisfied with the active development of Kemira’s
strategy. In line with Oras Invest’s view the Kemira balance sheet
was reinforced and profitability was not sacrificed in the pursuit of
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growth. Varma’s participation is as an investor only and it does not
participate in Kemira board work.
Kemira’s long-term owners agreed that its paint subsidiary
Tikkurila should seek a stock exchange listing, with its shares
distributed among the owners. This gave Varma a significant holding
in Tikkurila. Tikkurila’s distinct business operation and strong asset
base appealed to foreign investors, and their interest has ensured
good share price development.
Risto Murto says that Varma regards Oras Invest as a good partner.
It has taken a long-term approach in developing the companies it
owns and safeguarding their profitability. It is also committed to a
model for governance that stresses cooperation. It has established
nomination committees consisting of shareholders, where the
composition of boards can be discussed.
Because of Oras Invest’s industrial expertise and its long-term
commitment, Varma feels able to increase its holdings where its
original investments prove profitable. So far Varma’s investments
in Uponor, Kemira and Tikkurila bear comparison with its other
investments, meaning that the return has been adequate.

Society and industrial ownership
Oras Invest’s approach to industrial ownership is still being refined.
The social dimensions of ownership have also become matters of
discussion. A successful company creates wealth, not only for its
shareholders, but also for employees, other stakeholder groups and
the whole of society. How can the creation and development of such
companies be fostered? Does industrial ownership offer a means to
this end?
Oras Invest’s home country, Finland, has suffered a crisis in its
industrial structure since the start of the decade. Ten thousand jobs
in industry have been lost annually. Economic growth has halted.
Unemployment has been rising slowly but steadily. Public finances
have been shored up by borrowing. The long-awaited improvement
in business conditions has been postponed year after year.
As the public sector and large companies have slimmed their labour
forces, there have been calls to improve the preconditions for small
and medium-sized enterprises. Because SMEs are where new jobs
are being created, they may contain the success stories of the future.
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Another challenge is Finland’s lack of long-term owners. Social
policies have favoured passive investment rather than active
ownership. However, as a company grows, entrepreneurship needs
the support of active owners. Similarly, it seems desirable that after
generational change, the heirs to a business will continue to run it
actively rather than liquidating their holdings to invest in areas that
do not create jobs. Oras Invest believes that the industrial ownership
it practices is the active ownership and entrepreneurship that society
needs.
The legitimacy of ownership stems from social responsibility. A
company offers added value to customers and spends a large part of
its revenue on raw materials, products and services from suppliers,
on wages for its employees, on taxes to society, on loan servicing and
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Generational change
Pekka, Jukka and Jari Paasikivi joined their father’s company in
the 1970s and 1980s. Three decades later it was the turn of another
generation. A changeover involves the transfer of both ownership
and knowledge. For a family company the event contains a certain
degree of risk.
The older generation hopes that the young will adopt their values
and working methods, but the world changes over several decades
and the young see matters from their own perspective. Is it possible
to bridge the gap between generations and find a common language
for communication?
Ownership of the family company was transferred to the third
generation according to plan at the end of the 1990s but there may
have been a needless delay in transferring responsibility. This at
least was the feeling among the younger Paasikivis, who did not gain
decision-making positions at Oras and Oras Invest until the current
decade.
It was not intended that all members of the third generation would
become industrial entrepreneurs and business leaders. Some would
be closely involved in the family business while others might be
drawn to different fields. The crucial thing was that everyone would
understand the concept and obligations of industrial ownership. The
third generation of Paasikivis have indeed received proper training
and work experience to prepare them for their responsibilities.
Oras Invest’s German Board member Dr Frank StangenbergHaverkamp, who represents the eleventh generation of the Merck
family company, offers advice of his own. He believes it is important
that family members on the board should be at the same eye level
as outside members. This is the only way to create mutual trust and
respect.
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as dividends to shareholders. If the company’s business is successful
and creates added value, the benefits go not only to the shareholders
but to all stakeholder groups and society as a whole.
An owner with a long-term approach has to handle relations with
the stakeholders of its companies in a responsible way. If it mistreats
other shareholders, employees, customers or suppliers, it will harm
itself sooner or later.
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Jukka (left), Pekka
and Jari Paasikivi at
Jari’s home in Rauma
in October 2014.
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The attitudes of the third generation to their role as owners
became clear when the Oras Invest Board met in December 2008 to
discuss strategy. Firstly they wanted Oras Invest to remain as a family
company. Ownership was seen as morally sound as long as it was a
way of promoting healthy, sustainable growth.
Secondly, because the companies owned by Oras Invest were
leaders in their fields, its vision should be to develop into one of the
world’s leading family-controlled industrial owners. They respected
the industrial tradition of the Paasikivi family and wanted to steer
business operations towards the water industry, which they felt was
a sector of the future.
Over the last couple of years, governance of the family company
has been developed concretely. This was deemed necessary because
previous informal meetings of shareholders were inadequate for the
future. The key reason was to clarify governance. One measure was
the establishment of an Owners Board at Oras Invest.
The function of the Owners Board is to provide a forum for
discussion of ownership matters and the steering of Oras Invest. Its
operations are subject to principles of corporate governance and rules
of procedure. Its most important job is to select the Chair of the Oras
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Invest Nomination Committee, which in turn prepares appointments
to the Oras Invest Board.
The other function of the Owners Board is to convey the will of
the owners to Oras Invest. Information also travels in the reverse
direction; the better Oras Invest general meetings are prepared, the
more satisfied the shareholders at the meeting are.
The creation of the Owners Board has clarified and professionalised
the operations of the Oras Invest Board, by removing owner issues
from its discussions. Moreover, the number of independent board
members is being increased.
Although the third generation of Paasikivis wants to develop Oras
Invest in line with the family’s industrial tradition, it also wants
alternative models to be studied. Technological development brings
new materials and transforms production methods. The internal
logic of industries changes, old sectors wither and new ones take
their place. Staying abreast of change will be a challenge for the third
generation, just as it was for their predecessors.

Third generation views
Of the seven third-generation Paasikivis, Annika has been the most
actively involved with the family company. Since 2011 she has been
Chief Operating Officer of Oras Invest. Even so, a position in the family
company was not a self-evident choice for her and in younger days it was
not her ambition.
When the third generation were growing up, Oras was far less familiar
than it had been to the second generation. Annika Paasikivi recalls that
they knew their fathers worked for Oras but so did their friends’ fathers
and many a mother too. It was not until she was 15 that she heard to her
surprise that the family owned the company.
The third generation had summer jobs at the faucet factory while they
were still studying but it did not feel like the place where they would
work as adults. Even their fathers urged them to seek other experience.
They were not under the pressure of knowing they would later have to
run the company.
Their fathers raised the question of ownership responsibilities in the
mid-1990s, but it took time for the young people to come to terms with
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the idea. Annika Paasikivi gradually realised that she needed commercial
studies and she obtained an international business degree in London.
Kaj, Risto, Eerik and Henrik also studied business but Kristiina and Sofia
were drawn to other subjects.
When the Paasikivi family holdings were transferred to the third
generation at the end of the 1990s the event was celebrated and they
were declared to be the new owners. It was implied that the changeover
had now taken place but, Annika Paasikivi says, it was only de jure.
Many training courses and events were arranged to prepare the third
generation but much of it went to waste. It was only theory and the
practical side was missing.
The change came when Oras Invest began operations in 2005. Now the
third generation officially joined in. Initially Kaj Paasikivi was appointed
to the Board of Oras and Annika Paasikivi to the Board of Oras Invest.
After a while Kaj also joined Oras Invest. Initially Annika felt she was just
sitting in on board meetings.
The establishment of Oras Invest did not immediately mean the
professionalisation of ownership. This did not take place properly until
Jari Paasikivi began concentrating on the job of chief executive officer
in 2008. Prior to this, Pekka, Jukka and Jari Paasikivi reached decisions
informally and hardly bothered with minutes.
The third generation called their fathers “the big boys”. The fathers
initially felt that Oras Invest could be run from Rauma but Annika
Paasikivi thought Rauma was too remote and so the office moved to
Helsinki.
Owning Uponor was meaningful because the Paasikivis could use their
experience of industry to develop the company. Operating via the Board,
they gave important support to the CEO and the Executive Committee.
The acquisition of Kemira, on the other hand, needed a different line of
reasoning, because it had nothing in common with the building industry.
The purchase of Hansa by Oras showed that the family had the courage
to increase their holdings even when times were tough. When the right
opportunity comes along, you seize it. Nor did the economic crisis shock
them into selling off assets. The message of long-termism was reinforced.
Annika Paasikivi says that the family are not sellers anyway; they buy and
keep.
At the start of the present decade, the Board of Oras Invest asked the
third generation of Paasikivis to explain what their plans for the future
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were. Their fathers were getting
older and it was important to
know what the owners wanted
to do. This was when Annika
Paasikivi said that she wanted
to work for the company.
Board member Ulla Litzén
encouraged her and declared
her competent for it. She also
began to mentor Annika. But
a position with Oras Invest was
not automatic. The previous
generation had felt that it
would be better to have a job
elsewhere and merely own
Oras Invest. It took a couple of
years for the matter to ripen.
The position of Chief
Operating Officer at Oras Invest
brought Annika Paasikivi a lot
of duties but she also wanted
to help plan Oras’ acquisition
of Hansa and the integration of
the companies. She was made
responsible for legal matters
and communications.
In Annika Paasikivi’s view, generational change at the family company
has advanced in a sensible way, as increasing amounts of responsibility
have been taken over. She is now a member of the Boards of Uponor
and Oras too, while Eerik and Risto have joined Kaj on the Boards of Oras
Invest and Oras.
Generational change is a process that lasts 10–15 years. The owners
have discussed it among themselves and also with the older generation,
who have much valuable experience to share. Annika Paasikivi believes,
however, that experience cannot be transferred mechanically but only
through taking responsibility and working. Jari Paasikivi has done this at
Oras Invest by judiciously shifting responsibilities to Annika.

Annika Paasikivi
serves as Chief
Operating Officer of
Oras Invest.
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In April 2014, the Paasikivis took part in the Family Business Governance programme,
designed for them by the International Institute for Management Development IMD
in Switzerland. On the far left: IMD professor Denise Kenyon-Rouvinez and at right
assistant Silva Artinian. In the back row, from left: Kristiina, Jari, Annika, Jukka and
Pekka Paasikivi. In the front, from left: Kaj, Henrik, Eerik and Risto Paasikivi. Not shown:
Sofia Paasikivi.
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FAMILY COMPANIES
IN A CHANGING
WORLD
By Susanna Fellman, PhD

This book presents a Finnish company and the family that has long
owned it. In this concluding section I will analyse the development of
Oras and the strategies of the Paasikivi family from the perspectives
of Finland’s macroeconomy and institutional setting. I will consider
the company’s development and how it and the owning family
have responded to their changing environment. This will also be
a commentary on how company growth and change is related to
ownership. Regarding the governance of Oras, what balance has
been struck between growth and expansion on the one hand and
exercising and maintaining family control on the other? What form
does leadership take in a family company, and why?
I will also examine the preparations made for managerial succession
and how Oras has adapted to the demands (real or perceived) for more
professional management that have followed from company growth
and changing conditions. Finally I will look briefly at the extent to
which Oras, as a proprietor and employer, displayed the paternalism
that is associated with family companies and how its style changed
as it outgrew its local milieu, became an international player and
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embarked on industrial ownership. Many of these questions have
already been raised by Timo Herranen but my focus here will be on
presenting a unifying vision based on what scholarly literature says
about family companies and family ownership. The development of
Oras and, later, Oras Invest, do indeed offer an interesting example
of the development of a family company and the significance of
personified ownership at a time of great changes in the Finnish
economy.

Why family companies are interesting?
There is extensive research today into family companies, and they
are the subject of frequent public debate in Finland and abroad. This
form of ownership is interesting for many reasons. Firstly its share
of companies is not insignificant. While the great majority of family
companies are small, many a successful old company is owned and
run by a family. A study by Finland’s Family Business Association
shows that family companies account for about 80 percent of all
Finnish companies; their share of major companies is smaller at
15–20 percent. Precise figures are difficult to obtain and naturally
depend on how a family company is defined, but one report placed the
number of people employed by them at over half a million in Finland
in 2006. Moreover, they produced about 35 percent of the value added
of the corporate sector.1 Regardless of how they are measured, they
are a large and important group in the Finnish economy.
As Timo Herranen states in his introduction, small-scale enterprise
is increasingly advocated as a solution to the structural and economic
problems faced by Finland and the whole of Europe. The search for
future sources of growth has led to calls for eager new entrepreneurs
and fresh innovations. As Herranen notes, Finland has not always
held entrepreneurship and responsible private ownership in such
high regard. It has had extensive state and institutional ownership,
especially in the decades after the Second World War; in pursuit
of economic development, the nation has often placed its faith
in these large players. The country has a large surface area but a
small population and, with capital-intensive export industries, it has
consequently had a major need for capital. Moreover industrialisation
1
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Tourunen 2009, p 42

2
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got underway late. The state has therefore been a significant
shareholder in major Finnish companies. It remains the conventional
assumption that the government (today often accompanied by other
large investors such as pension insurance companies) will lend a
helping hand, especially when jobs are at stake, when ineffective
sectors need support, or when major infrastructure investments
are required. Family companies have sometimes been unpopular in
politics and public debate. In the 1960s it was claimed that Finland
was run by 20 families. In Sweden, occasional mockery was levelled
at the influential Wallenberg family and their Enskilda Banken, “the
bank that stank”.2
On the other hand, many members of the political elite have always
seen the need for a stable economy founded on private ownership.
To a great extent, the “Nordic model” has been pragmatic and based
on the idea that the prerequisite for social welfare is strong economic
growth.3 Post-war economic policies were targeted at growth and
particularly at supporting the expansion of large exporters. Political
parties tended to favour large companies in export industries rather
than firms oriented towards the domestic market. In this respect there
has been a distinct change of attitude during the past few decades;
now small-scale enterprise is in vogue. Admittedly Finland has never
suffered from an actual shortage of small companies. In Finland
and Sweden alike, there are many large companies but also many
very small ones. The greater problem has been the unwillingness or
inability of small companies to grow.
In Germany, for example, where concentrations of ownership
are generally great, there are many family companies. Finland and
Sweden have turned their gazes to medium-sized German family
companies, the Mittelstand, because they have been able to grow.
Could we learn something from German family companies? What
makes them so strong and why is it that they grow?
Another reason for the curiosity about family companies is that the
model seems to contain two opposing narratives. In one, the family
company is a relic of an early industrial phase. The owners are not
Olsson, 2000, pp 345–357. The attacks on them during the 1960s and 1970s came as a
shock to the Wallenberg family, who had always seen themselves as a cornerstone of
Sweden’s Folkhemmet, the People’s Home.
See e.g. Fellman 2008; Kettunen 2006.
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interested in growing their companies, and managers drawn from
the family are less skilled and motivated than trained professional
executives. Sometimes it is said that family companies suffer from
what scholars called ‘the Buddenbrook syndrome’, the situation where
the founders and even their heirs are industrious and develop the
company but the representatives of the third and fourth generations
fail because they lack the necessary drive.4 The succession problem
– generational change – is regarded as particularly common among
family companies.
Rumours of the death of the family company model seemed to be
grossly exaggerated. Moreover ‘the Buddenbrook syndrome’ is not
supported by evidence. Studies have shown that the critical period
for family companies is the first change of generation, and small
companies are generally short-lived anyway.5 Naturally, examples can
be found of family companies where later generations of heirs are not
competent to take over and, at the same time, the family is reluctant
to bring in outside experts, but there are just as many examples of
families that have formed strong dynasties.6 Anyway, changing senior
management is not an easy process even in companies with diverse
shareholders.
The entirely opposite narrative about family companies paints
them and their ownership structure in a far more favourable light.
It stresses that family ownership creates a strong alternative in the
uncertain world of quarterly capitalism and globalisation. After
the financial crisis of 2007–08, the difficult economic climate
has served to raise the public profile of personal ownership and
family capitalism.7 Companies that represent long-termism and
responsibility are in demand again. Family companies themselves
have often claimed that their “quarterly” review period is 25 years and
they seek to present themselves as dependable employers with deep
roots in the local community. In public debate, family companies and
4
5
6
7
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Rose 1993
See e.g. Antarelli & Vivarelli 2007.
For more on the dynasty concept, see e.g. Sjögren 2012. Sweden is a good example of
an economy with strong family dynasties.
It is a long time since songs were sung about Finland’s 20 dominant families although
Esko Seppänen, a former member of the European Parliament and left-wing politician,
recently revisited the issue with his book Suomen rikkaat – Who’s who among Finland’s
wealthy (2014).
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family ownership are even experiencing something of an upswing.
Research supports the view that family companies have long-term
and responsible attitudes.8
Germany’s Mittelstand companies combine a strong corporate
culture with a clear endeavour to keep their independence. In
general, their strategy is also very long-term, and they have a strong
desire to survive from one generation to the next. Often Mittelstand
companies have exploited and specialised in certain market niches,
and many have internationalised at an early stage. These are the pocket
multinationals. The development of Oras shows the same features: a
strong desire for growth and early expansion abroad. Emphatically
long-term ownership is another of its characteristics, and its actions
towards stakeholders are responsible and based on a long-term
approach.
Research shows that successful family companies have generally
developed the ability to adapt to changes in conditions. German
entrepreneurial families, for example, also exhibit a culture of caution.
This has been beneficial in the long term. These characteristics
stem from a strong entrepreneurial tradition and a desire to remain
independent but, as for instance economic historian Christina
Lubinski has noted, they also have their roots in the country’s history.
Germany’s economic and political system has experienced great
turbulence at regular intervals.9
At the same time family companies themselves obviously use such
narratives to reinforce favourable attitudes towards the model they
represent.

Family enterprises and ownership
in Finland – a historical review
What role have families played in the Finnish economy? How have
they operated in a growth-oriented climate typical of Finland and
amid the changeable conditions affecting family ownership? And how
has the leadership of Oras responded to them?
Before we delve into these questions, we should tackle the concept of
a family company. Can we arrive at an explicit definition of this group?
8
9

Fernández Pérez & Colli 2013
Lubinski 2011.
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There is more than enough literature devoted to the question, but the
varying definitions used by different studies complicate the analysis
of family companies and their significance to the domestic economy.
A fairly conventional definition is that a family company is one
“controlled by a family via ownership, governance and management,
even if the family, immediate or extended, does not hold a majority
of voting rights”.10 The family must have a “significant” shareholding
but the size of “significant” is not unambiguous. Many examples
can be found where even a small shareholding can command great
influence.11 In some cases in Finland today, 5–10 percent of shares can
be an influential anchor holding.12 On the other hand, this question is
not relevant to Oras because the controlling family has held on tightly
to its shares and leadership. Oras thus represents a very authentic
family company.
In the early period of industrialisation, business life was dominated
by family companies. This was true in Finland as well as elsewhere
and is not surprising. The families made capital available and
provided important human resources and networks at a time of
underdeveloped financial markets and educational systems. As noted
earlier, however, family companies have remained an important part
of the Finnish economy at a later stage. It is more the rule than an
exception that small and medium-sized enterprises are family-owned
and family-run and that new companies are constantly being created.
This means new family companies.
Finland certainly has no shortage of small companies. Most of
them have remained small and many of them have no desire to
grow. Nevertheless, even in the period since the last war, significant
new owner families and grouping have come into existence and
grown. Oras is a very good example of a company that has grown
rapidly, expanding in Finland and abroad, while remaining under the
Paasikivi family’s control. Moreover the company has not confined
itself to its core business area. As Herranen details, it has taken a
step beyond its origins and become an important industrial owner
in other sectors.
10 Tourunen 2009, p 15. For a slightly more narrow functional definition, see again
Tourunen 2009, p 16.
11 Sharma 2004.
12 Murto 2005.
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Today, therefore, it is not merely the businesses from the early
periods of Finnish industrialisation that are under family control.
Neither is it true that, in a modern global economy, family companies
are doomed to remain small unless they renounce the family company
model in their desire to grow. Significant family companies are not
even confined to typical family-based sectors like brewing, foodstuffs
or commerce. It is natural that the ownership of major Finnish
companies has gradually become more diverse, that institutional
shareholdings have increased and that some family companies have
been sold. But family ownership and personified private ownership
in general have remained a cornerstone of the Finnish economy.
This can be seen in major stock exchange companies. Table 1 shows
large individual shareholder groups of Finnish listed companies,
with holdings above five percent that could be described as anchor
shareholdings. Despite privatisations in the 1990s and 2000s, the
state remains a significant shareholder in several Finnish listed
companies, as the table shows. Large institutional shareholders,
particularly pension insurance funds, are also significant anchor
shareholders. But the table shows that the third major group consists
of families and private shareholders. These family groupings,
recorded anonymously in the table, include the Paasikivis. Their
family is the largest shareholder in Kemira, where their holding are
currently 18 percent, compared with just over 16 percent held by the
State of Finland via its sovereign investment fund Solidium.13 The
Paasikivis are also the largest shareholder in Uponor with 23 percent
and in Tikkurila with 18 percent.
Private ownership and enterprise seem to have grown even stronger
in recent times, supported by institutional arrangements. Although
the state remains a significant shareholder in many corporations,
state-owned companies have gradually been privatised since the
1990s. Privatisation has been a dominant trend in Western countries
and state ownership has been increasingly under attack in Finland,
too. Moreover, bank shareholdings in major Finnish corporations
declined sharply during the economic and banking crisis of the
1990s.14 Nonetheless, there are still significant institutional holdings
13 http://www.orasinvest.fi/
14 Murto 2005
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Anchor shareholders (minimum 5% voting rights)

Anchor shareholders (minimum 5% voting rights)

of major companies,* 31 December 2004

of major companies,* Spring 2014

SHAREHOLDER

COMPANY

SHAREHOLDER

COMPANY

State of Finland

Fortum

State of Finland

Sampo

(incl. Social

Stora Enso

(incl. Social

Fortum

Insurance

Sampo

Insurance

Stora Enso

Institution)

Neste Oil

Institution

Metso

Metso

and Solidium

Neste Oil

Outokumpu

sovereign

Elisa

Rautaruukki

investment fund)

Outokumpu

Kemira
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Suomi Mutual Life

Pohjola

Private individual /
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Private individual
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Limited company
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Metso

Other
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Cooperative
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Foundation

Huhtamäki

Other

Kesko

Source: Risto Murto. Presentation at summer seminar of economic researchers, Jyväskylä, 4.6.2014.
*Twenty largest Finnish companies by market capitalisation.
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in many companies, partly because of the growing share portfolios
of pension insurers.
The 1980s and 1990s also saw the emergence of a favourable
attitude towards market-based solutions and the Finland rapidly
moved towards a market-driven economy. Particularly indicative of
this period was the dismantling of controls on the financial markets
and capital movements. There have also been other factors in the
Finnish economy that had a favourable impact on the business
environment, particularly greater economic integration.
Self-employment and entrepreneurship, with a focus on
innovation and modernisation, were increasingly seen as desirable,
and the number of new companies increased steadily at the end
of the 1990s and start of the 2000s. In the wake of Nokia’s success,
smaller companies were created in the field of information and
communications technology (ICT), among others. Admittedly the
slump of the 1990s had brought a great wave of bankruptcies so the
base level in the mid-1990s was low,15 and it has also been remarked
that warm words about entrepreneurship have remained confined
to the level of rhetoric.16 Even so, the psychological attitude towards
entrepreneurship has become steadily more positive and studies
show that younger people have become more interested in starting
their own companies. The question of ownership is widely discussed,
and active, personified ownership is regarded as important.17

Oras and entrepreneurship
Researchers often quote the economist Joseph Schumpeter on the
subjects of innovation and entrepreneurship. Schumpeter stressed
the importance of active entrepreneurs in creating growth as they
develop new products and technical and organisational solutions.
This is a good description of what happened at Oras.
The company’s development was founded on a strong
entrepreneurial spirit in which the key features were technological
development, improvement of the product range and the search for
new markets. The company has also been characterised by a strong
desire to grow. As Timo Herranen explains, Erkki Paasikivi was not
15 Statistics Finland, Register of companies.
16 Michelsen 2005.
17 Puttonen 2004; Murto 2005.
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content to remain the owner of a small workshop. From the very
outset he had ambitious growth plans and gradually even began to
look overseas. The desire to grow can be regarded as a beacon that
has guided the Paasikivi family and one of the core values of the
company that was carried forward to later generations. From the start,
Oras did indeed grow quickly and managed to develop from a small
four-man engineering workshop in Rauma into an internationally
oriented company with interests in a variety of industries.
It is clear that the company benefited from favourable conditions but
the leading figures in the Paasikivi family have also been aware of the
need to respond quickly to changes in the Finnish and international
economies. Oras’ history begins in the difficult times after the war, but
these also meant widespread shortages and strong demand for metal
products. In the decades following the war the company was then
able to exploit the construction boom created by rapid urbanisation
and improving living standards. When Finland’s faucet market ceased
to grow so quickly, Oras actively turned its gaze abroad. After trade
deregulation it moved into exporting, but Erkki Paasikivi also realised
that markets would be even more open in the future.
The economic crisis of the 1970s was truly a difficult time for Oras.
Profitability declined and prospects looked poor but Erkki Paasikivi
was carefully considering the long term and how the company
could be made more competitive. An important step was to improve
the product range, which resulted, among other things, in the
development of the very profitable Safira. In Pekka Paasikivi’s view,
this was a milestone in the company’s development.18
The 1980s was the next growth phase, a time when the company
began to operate abroad. This too can be seen as a turning point
in its history. Despite the fact that locating operations abroad was
not, as Herranen points out, easy to do, Oras turned out to be well
prepared for the challenges of international operations when controls
on foreign investments were lifted and globalisation got underway.
The economic crisis in the 1990s caused concern to the company’s
leadership but did not result in the difficult decline that many other
Finnish companies experienced. Oras was not dependent on trade
with the Soviet Union. Moreover it had not financed development
18 Discussion 14.11.2014, Timo Herranen and Pekka Paasikivi.
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with foreign currency loans during the “crazy years” of the 1980s.
It was therefore immune to the currency risks that many other
companies took, risks that were realised after the Finnish markka was
devalued and floated. Indeed, a weaker Finnish markka stimulated
Oras’ exports to the West. Yet company management knew that the
future would bring new challenges and it engaged in long-term
planning. They realised that it could not compete in the future
with products manufactured in low-wage countries and that these
countries would, to an increasing extent, become its competitors in
the medium-price product group too. Oras’ management therefore
decided to concentrate on high-quality products in the upper price
segment. The relevance of global growth became ever clearer.
Pekka Paasikivi believes in the value of active, purposeful
strategizing and in regularly drawing up future scenarios. Although
not all of the visions, strategies and plans have been implemented,
they have been important in building the confidence needed to move
in new directions. The Oras 2005 Vision, for example, was a good
practice run, he says, because it gave us a “helicopter perspective” of
the field and future prospects, as well as an overview of the Finnish
and global economies. This view was decisive when the family decided
to become an industrial owner as Oras Invest. The Oras 2005 Vision
constituted a turning point on how it saw the future.
What, then, are the prospects for Oras Invest? The outbreak of the
financial crisis in 2007–08 and the following recession in Finland
and the euro area have caused much concern about the future. The
Finnish financial sector was in relatively good shape and so there
was no repeat of the banking crisis of the 1990s. Exports slumped,
however, and Finland as a member of the euro area could no longer
use devaluation to improve its competitiveness. Meanwhile, Nokia
encountered rising problems in the mobile phone market and was
facing competitors with new solutions that consumers found more
attractive.19 At the time of writing, economic sanctions against Russia
have worsened Finland’s economic plight.
The recession triggered by the financial crisis posed a serious
challenge to Oras and Oras Invest. The crisis weakened their future
prospects and meant changes in the whole business environment.
19 Nokia’s mobile phone production was finally sold to Microsoft in 2013
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It cast significantly darker shadows over the future than the slump
of the 1990s did. Oras’ new strategy up to 2015 was drafted in 2010.
Electronic faucets were made a central focus. The other key decision
was to acquire Hansa Metallwerke AG.
Despite difficult conditions, Oras Invest, in turn, has been able to
continue implementing its strategy regardless of cyclical fluctuations.
Its main efforts have been to find skilled people for company decisionmaking bodies and management positions.

Family companies in Finnish state capitalism
The state has been a major shareholder in many large Finnish
companies but arguments about nationalisation, common in many
other Western countries, have been rare. Admittedly some political
groupings have, from time to time, proposed state takeovers of banks
and insurance companies but, generally speaking, state ownership in
Finland has been part of post-war policies aimed at boosting economic
growth. Finland was late in industrialising and had capital-intensive
export industries. Because of the general tendency in national thinking
to mistrust foreign capital,20 it has been possible to win public approval
for state ownership, for state infrastructure investments and, to some
extent, for government management of the economy.
The significant role of the state in Finnish economic development
predates the Second World War. The state’s significance as an investor
in infrastructure has been great since the middle of the 19th century
and the first state-owned companies – Outokumpu and EnsoGutzeit – were acquired soon after independence.21 But an active
industrialisation policy with an extensive regulatory regime was a
post-war phenomenon.
Governments gave priority to promoting investment and therefore
sought a low interest rate level, often so low that real interest rates
were negative. This did indeed promote industrial investments at a
rate that was sometimes very high, even above 30 percent of GDP, but
it created high demand for loans while providing no encouragement
for saving. In a state of excess credit demand, lending had to be
20 A good example is the Finnish government’s purchase in 1918 of W.Gutzeit Ab from its
Norwegian owner and the subsequent formation of the Enso-Gutzeit company, today
part of StoraEnso.
21 For more, see Fellman 2008.
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regulated. At the same time foreign capital movements were tightly
restricted until the 1990s and the stock market remained insignificant.
Banks became the main agents of credit controls.22 Broad crossownership and close personal networks developed between banks
and industry.
During the long period when Urho Kekkonen was president, state
companies took on a prominent role and entirely new ones were
created, such as Kemijoki and Rautaruukki. The new companies
often had a function in implementing regional development and
maintaining employment, issues close to Kekkonen’s heart. Moreover
state-owned companies played a major role in post-war trade with
the Soviet Union.
Post-war growth policies in Finland adhered rather closely to
the 1960s doctrines. It was believed that countries that were late
in industrialising needed active industrialisation policies, with
measures that included the promotion and direction of investment
operations by the state and other important players, such as banks.
These policies systematically promote industrial investments at the
expense of consumption, on the grounds that the later a country
industrialises, the greater the gap it has to catch up.
Active industrialisation policies, including a significant amount of
government management and state ownership, are not necessarily
in conflict with family capitalism and personalised ownership of the
private sector. This can be observed in many countries, such as Sweden,
France, Spain and Argentina.23 Families in the Finnish economy are
naturally not compatible with strong dynasties such as the Wallenberg
family and its great influence in Sweden,24 but even in Finland, strong
private circles of owners existed during the peak period of managed
growth policies. In many cases family companies and shareholder
families have also been important hubs in bank-centric power groups.25
Many family-owned companies were important industrial exporters
and many played a major role in Soviet trade.
Germany’s Mittelstand companies thrived after the Second World
War when West Germany was a well-coordinated market economy
For a comprehensive analysis, see Kuusterä & Tarkka 2012.
Lluch 2015; Fernández Pérez & Puig 2005.
Carlsson 2007; Sjögren 2012.
See e.g. Kuisma 2004; Fellman, Piilahti & Härmälä 2014.
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with bank-centred financial systems and strong labour unions. A
model such as this is often seen as suitable for economies based on
large anonymous export companies and less relevant for countries
where the owners of business have human faces.26 However Germany
is a fine example of managed capitalism where even small companies
and family-owned businesses can find a place and flourish. Firstly,
such companies have strong corporate cultures and their adaptability
makes them survivors in a great variety of environments. But the
institutional system also takes into consideration the needs of family
companies. Christina Lubinski points to the tax system, which makes
it possible for ownership to be retained in family hands.27
Many countries with strong state-managed economic policies often
pursued national measures to promote economic growth and restrict
importing or foreign capital. This has created a relatively sheltered
environment for family companies to operate in. Moreover strong
entrepreneurial families constitute a distinct and robust group of
owners that often has strong national, regional or local connections.
Paloma Fernández Péres and Nuría Puig have shown how influential
Spanish family companies were able to organise themselves into a
powerful negotiating party in Spain’s authoritarian economy.28 In
Argentina in the 1990s, governments often favoured domestic
production as a replacement for imports. Protectionist policies
favoured strong domestic family companies.29
It is easy for the state and such groupings to maintain close relations
because the interests of the owners are clear and are represented
by specific people who are often powerful and influential. This
arrangement makes top-down economic management easy. Hans
Sjögren, who has studied important Swedish family dynasties, adds
that they are good at networking or, as he puts it, they have extensive
“relationship capital”, principally of course within the family and with
other families. Family companies are also good at managing relations
with different stakeholder groups and the political elite. Sweden’s family
dynasties established good relations with Swedish decision makers as
they worked together to construct the economic welfare state. They
26
27
28
29
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Berghoff 2006.
Lubinski 2011.
Fernández Péres & Puig 2005.
Lluch 2015.
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created active political alliances even with social democrats and their
social influence can be seen, for example, in tax legislation. In return,
the families promised to remain in Sweden, providing tax revenue,
employment and investments which helped to build the “People’s
Home”. At the same time this created a positive image for the company
and the family.30 France has also had a strong tradition of close relations
between the state and business life, resulting in the recruitment of
business leaders from the ranks of the senior civil service.31
Although Finland’s political milieu naturally lacked the
authoritarian features of Spain or Argentina, many Finnish family
companies constituted a group with a distinct domestic orientation.
During the first years of independence, for example, many owners of
large companies had an active role in the machinery of government,
close relations with the senior political leaders, and great influence on
economic policy. Most areas of business life were dominated by fairly
small circles and tight networks. And the heads of state companies
at this time were usually former executives from private enterprise.32
In the decades after the war, particularly during the presidency of
Urho Kekkonen, state companies became a real powerhouse. Their
leadership consisted of men like Uolevi Raade (Neste) and Olavi
J. Mattila (Enso-Gutzeit, Valmet), figures that Finnish historian
Markku Kuisma has called “political entrepreneurs”.33 Mostly they
were drawn from the civil service, not business life, and although
many of them had extremely close relations with President Kekkonen,
they (particularly Mattila) lacked the trust of the leaders of private
enterprise. One can presume that at this time the strong men of
family companies, too, had a secondary role in the inner circle.
On the other hand, export-led growth policies often favoured family
companies, such as in the forest industry. Moreover the corporations
engaged in exporting had “first claim” on credit and were able to
operate in international markets. At the same time, trade with the
Soviet Union was good business for many private companies. This
was a fairly favourable environment for some family companies,
30 Sjögren 2012, p 119; 2013
31 For more, see e.g. Cassis 1996, pp 152–4. This phenomenon has its own term in French,
pantouflage. See Charle 1987.
32 Fellman 2000.
33 Kuisma 1997, p 179.
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but it specifically related to large companies engaged in exporting
or other key sectors. The situation for small and medium-sized
enterprises was often more complex and their access to the regulated
credit market was much poorer. Companies that were not engaged
in Soviet trade actually suffered indirectly from time to time. For
example industrial companies with production going to the Soviet
Union paid higher wages with more wage drift. This affected Oras
too. The Paasikivi family did not think of itself as part of the trade
policy network, although in certain respects Oras was able to benefit
from the trade agreements fostered by state capitalism. Among other
things, Oras’ exports to East European socialist (CMEA) countries
increased rapidly in the 1960s but the company failed in its efforts
to obtain contracts with the Soviet Union. After it had acquired Osy
in 1983, it got its foot in the door, but Soviet trade never became
important to Oras and it felt uncomfortable about the ways in which
this trade was conducted.
With the benefit of hindsight it can be said that companies that
concentrated on Soviet trade were not ultimately among the winners
and had bitter experiences of the 1990s crisis. Despite the fact that
close contacts with the political elite had not been particularly
important for Oras, its networks have been a valuable resource
throughout the company’s existence and building networks has been
an important part of its strategic thinking. We will revisit networks
in the following section.

Ownership and family company management
Does ownership in general have any real meaning?34 There has been
a lot of discussion about the subject in Finland and abroad, especially
since the end of the 1990s. In Finland the argument has been mainly
about domestic versus foreign ownership, naturally due, to a great
extent, to the rapid inflow of foreign capital to Finnish companies
since the deregulation of capital movements. The main fear was
that Finland would become an economy of subsidiaries, but other
questions of ownership have also been raised. In the past few decades
Finland has travelled many analogous paths of development. After
the bank crisis of the 1990s, the extensive cross-ownership between
34 The question asked somewhat polemically by Professor Vesa Puttonen in 2004.
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banks and industry was dismantled and a bank-centric economy
changed to one focused on the stock market. New financial models
and channels, not least private equity investment, became more
important.35 The question of state versus private ownership has been
discussed because of the gradual privatisation of state companies in
the wake of a changed ownership structure. An interesting feature
noted earlier is that there is still a degree of support in Finland for
state ownership although it is derived not so much from ideology as
from the need for domestic ownership.
Much scientific literature is devoted to whether diverse or
centralised ownership should be given priority. The question is often
linked to the efficiency of corporate governance.
Although the ownership of many major companies is typically
diverse and anonymous, the Nordic countries including Finland
contain a fairly large number of companies with significant visible
owners. A report from 2014 found a single owner or group of owners
in a relatively large proportion of Finnish listed companies; 54 percent
of them had a shareholder who owned more than 20 percent.36
Is family ownership – or indeed any form of concentrated
ownership – good for a company, if measured for example by financial
performance? Or is it, as Alfred D. Chandler claims, a shackle on
growth? A study by Pajarinen and Ylä-Anttila found that centralised
ownership seems to have advantages, especially in family companies.
Their thesis is that family companies may grow slightly more slowly
than other companies but their profitability is generally better than
companies that are foreign-owned, state-owned or diversely owned via
the stock exchange. In general, family companies are characterised
by active, visible and long-term ownership. The entrepreneurial
spirit was mentioned earlier. The founder of a company often has
a firm desire to be his own master, leading to a long-term approach.
Such was a characteristic of Erkki Paasikivi. But even in larger family
companies, where ownership is distributed among several members
or branches of the family, the owners generally value independence,
for example in relation to financial institutions. Consequently family
companies reinvest their profits more often than other companies do.
35 Pajarinen & Ylä-Anttila 2006.
36 Lekvall (ed.) 2014, p 24.
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Pajarinen and Ylä-Anttila say that the family company model seems
to be particularly advantageous if the family has some special skill
required by the company, but they add that the long-termism typical
of family companies is also important. These results are supported by
foreign studies although it must be remembered that causality is not
always simple and empirical results are not always unambiguous.37
Another phenomenon illustrative of successful family companies
is efficient governance. This is because decision-making in these
companies is often rapid and informal, and that governance and
management patterns are flexible and therefore responsive to changes
in their business environments or the demands of their growth.38 On
average the boards of family companies are slightly smaller than of
stock exchange companies,39 often leading to efficient board work. At
least partly as a result, board members are generally active, although
examples of the reverse can be found. At the same time it means that
the main owners are visible and give strong and clear leadership.
On the other hand, questions related to governance are not simple
for family companies. Informality can be problematic if, for example,
it leads to unclear decision-making methods and thus ambiguous
leadership. Although board members are often active, a very forceful
main owner can reduce the other members to passivity, in which case
the board has only a nominal function. If the owners consistently
avoid taking outside members, the board may, in the long term,
come to lack important competencies, dissenting views and different
skills.40 Moreover it must be remembered that there is no single
governance model that suits all family companies. Questions such
as the right board size and composition and whether family should
actively participate in day-to-day management vary from company
to company, depending on size, sector and life cycle. In any case,
representatives of the Paasikivi family have made it clear that they
are aware of the importance of these questions for the future of Oras.
Literature on family businesses often stresses the importance of
the family council, especially in companies with a large number of
37 See also Demsetz & Lehn 1985 although empirical results of later studies have shown
that the links between ownership structure and firm performance are equivocal.
38 Gersick & Felieu 2013.
39 Gersick & Felieu 2013.
40 Melin, Nyqvist & Boers 2012 pp 130–133.
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owners and several family branches. A council like this can serve as
an arena for discussions about the goals, values and visions of family
ownership and the company. It is also where family members who
are not active in day-to-day management can have their voices heard.
Apart from its importance in presenting new ideas and principles, the
family council can constitute an escape valve, a place where conflicts
can be aired neutrally. The owners of Oras Invest have established an
Owners Board for this purpose, responsible for steering the company
and setting long-term intent and vision. The Owners Board operates
closely with the Board of Directors and operational management. The
main function of the Owners Board and the Nomination Committee
is to find the best possible Board of Directors for Oras Invest and
Oras Group. Its other functions include family communications and
taking care of joint tradition.41
The importance of networks has already been mentioned; family
companies generally manage their “relationship capital” well. Good
and important networks are significant for all companies but perhaps
more so among family companies because it is less likely that all
the skills required will be found within the family. According to Jari
Paasikivi, networks have always been vital to Oras but they have
changed over time. Initially, when it was centred on Rauma, networks
with the local community were needed for ensuring the availability
of employees and company development in the region. Initially, he
says, the company obtained the skills and knowledge it needed with
appointments to the Board of Directors and the management team
but, as it grew, external networks became more important.
With company expansion, the importance of various networks
has continued to increase and to diversify. Pivotal for its business
operations are sectoral organisations and, on the national level, the
Confederation of Finnish Industries and the Federation of Finnish
Technology Industries. These associations are important tangents
with national business life, figures of political influence and the civil
service.
As Oras reoriented itself for international growth, local networks
in foreign markets became crucial for achieving success abroad.
Jari Paasikivi emphasises that, as a consequence of the strategy
41 Discussion with Eerik Paasikivi, 30.9.2014.
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of becoming an industrial owner, contacts with the Varma and
Ilmarinen pension insurance companies and the state investment
fund Solidium became crucial.

Internal challenges: generation change and
professionalisation
This section focuses on the internal problems and challenges faced
by family companies. It starts with a review of the research into the
internal problems that family companies are assumed to have. This
is followed by an examination of whether the Paasikivi family has
encountered these problems and, if so, how they have dealt with them.
In the 1960s, a Harvard professor of business history Alfred
D Chandler Jr proposed a model for the evolution of industrial
enterprises. He believed that capitalism progressed from the
personal via the entrepreneurial to what he called managerial
capitalism. Early companies were relatively small so ownership and
management were concentrated in the same hands.42 As companies
grew, their shareholders became more diverse and withdrew from
everyday management, which was taken over by hired professionals.
The owners retained influence in setting strategy, a stage that
Chandler called entrepreneurial capitalism. But as companies grew
to an increasing extent by differentiating their products, and their
ownership was spread between an ever-larger number of shareholders,
strategic planning was gradually transferred to a core of professional
managers who had no holdings in the company but a good grasp
of business. This last phase, managerial capitalism, appeared in
the United States prior to the Second World War and advanced in
the decades after it. Chandler saw a relationship between a modern,
efficient market economy and large multi-sector companies with
diverse owners and professional managers. He believed that Britain,
for example, had fallen behind because it was stuck at the stage of
personal capitalism, where many corporations were family-owned.
His model has been greatly criticised. In particular, his view of the
family company as one explanation for why Britain had been unable
to maintain economic superiority into the 20th century was attacked

42 Chandler 1990.
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as a gross simplification involving many misunderstandings.43 On
the other hand his model of the phases of capitalism is an interesting
approach to studying corporate development. Arguments about his
theories encouraged broad research into the family company model,
which established fairly soon that family companies or those with
personified owners are not condemned to be less efficient than
companies with diverse shareholders and/or run by managers with
no shareholdings. On the contrary, family companies have many
strengths.
The research has turned up certain difficult phenomena associated
especially with family companies, principally generation change
or the question of continuity. There are various problems related
to this. The heirs may not be suitable for the job, or motivated, or
entrepreneurial in nature. Alternatively, the older generation may
find it hard to let go, despite advanced age or uncertain health. It
is not unusual for internal conflicts to emerge in connection with
succession, as different family members or branches of the family
jostle for position. The problem is compounded as the number of
family branches increases.44 Or family companies may encounter
another problem that is at least as severe: the lack of an heir who is
capable or willing.45
However, studies have shown that family companies are often well
aware of the risks of generation change and can plan for it. Successful
family companies develop processes for generation change and
principles to safeguard competence.46 Generation change is usually
planned to advance by stages, with the new generation gradually
taking more responsibility. Discussion and planning for it can start
long before the legal and organisational process.47
The Paasikivi family has followed this path. The first change of
generation took place rather fairly flexibly. Erkki Paasikivi resigned
as chairman of the board for reasons of age at the time that a new
strategy was being planned and launched. This was probably a wise

43 His analysis was founded on extensive studies of certain American corporations
including General Motors and DuPont, which naturally influenced its conclusions.
44 E.g. Colli 2003.
45 Sharma & Salvato 2013.
46 See e.g. Colli 2003; Fellman 2013.
47 Hall & Melin 2012.
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time for a transfer of power to the next generation, because they
may see the need for a change in company direction. The Paasikivi
brothers had already been involved in laying the groundwork for a
new strategy. Pekka Paasikivi says that afterwards Erkki was rigorous
in staying out of company management. “He certainly followed from
the sidelines but he did not intervene.”
The third generation became actively involved in company
management when Oras Invest was established. Annika Paasikivi
joined the board of Oras Invest in 2004 and Kaj Paasikivi the board
of Oras in 2006. Although Annika Paasikivi says that the younger
generation was not as fully prepared for future duties as theory says
it should have been, and the changeover was not quite as good as
planned, the process seems to have advanced fairly naturally. At
some stage the older generation began to expect the younger one to
tell of its interests and expectations, with the result that the younger
generation had to consider what the future would hold. At the time of
writing, the next generation change has not taken place but there is an
ongoing gradual transfer of authority.48 The older generation sees the
matter in approximately the same way. Pekka Paasikivi says that no
major disagreements or differences in viewpoint emerged between
the generations. The greatest amount of discussion was about
whether the new generation should first take jobs elsewhere and
only afterwards join the family company. He admits that discussions
could have started much earlier and should perhaps have been more
thorough. For the Paasikivis, the legal change was done at an early
stage, contrary to what commonly happens in family companies.
Another family company problem brought up by research has that,
with industrial development, companies need more professional
management. In Alfred D Chandler’s view, management became
more systematic as hired, highly trained managers gradually replaced
managers from within the family. At the same time, ad hoc decisionmaking was replaced by professional management. But what is meant
by the professionalisation of management and what has it entailed
in family companies?
The American researcher Mabel Newcomer studied the matter as
early as the 1950s, looking at the leaders of American corporations in
48 Interview with Annika Paasikivi (Timo Herranen) 7.8.2014.
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1900, 1925 and 1950. She noted that a major change had taken place
in the origins of managers. Her analysis paints a clear picture of this
trend and similar phenomena have been noted in other countries.
Newcomer said that ownership and management had diverged –
in the strictest meaning of the concept – but she also showed that
professionalisation had brought other changes with it. For one
thing, recruitment was now based more firmly on competence and
experience and not on family or shareholder connections. Before
they achieved high position, managers had longer careers, and this
remained true regardless of whether the company manager was an
heir or an outsider. Newcomer also noted that corporate leaders of
later generations had a new attitude to their duties and their employer.
One of the clearest was the concept that they were working for the
good of the company. The job of a corporate executive had also
become a full-time one.49
In Finland the trend seems similar.50 Although many owners
still participate actively in day-to-day management of their company
– and in this respect Oras and the Paasikivis are a good example –
ownership and management have undeniably diverged in many
fairly large family companies, even when the owners continue to
wield significant authority. Secondly, the level of education among
executives has increased in most companies, regardless of ownership,
and this is one of the clearest marks of professionalisation. The
leaders of family company have usually had slightly less formal
education than professional managers but the level of education of
the owners has increased greatly over time and reached the level of
hired managers. Career development has also changed over time. The
careers of those who inherit their position and those hired develop in
the same way. In the post-war period, heirs have no longer been able
to count on high-ranking positions in the company as soon as their
education ends. Like managers without shareholdings, they have had
to patiently climb up the hierarchy via the normal corporate ladder.51

49 During early industrialisation, there were situations where the chief executive had a
second job, or where no chief executive was appointed and management duties were
divided between board members. In other cases, the same person might be chief
executive of two companies at the same time.
50 Fellman 2000.
51 Fellman 2000; 2013.
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A closer examination of the education of Finnish business leaders
reveals that, even during the early period of industrialisation, heirs
were well prepared for their task. Underlying their lower level of
formal education are several interesting phenomena. Those who
inherited family companies often had quite extensive studies behind
them even if they lacked a degree or diploma. Their education had
often started in their early youth, resolutely and carefully planned by
the older generation. Many families had deeply ingrained educational
traditions, following prescribed formats from one generation to the
next.52
In larger and wealthier family companies, family members were
often sent abroad on long study trips, lasting up to several years,
where they gained extensive and varied experience in a number of
fields. Such study trips and educational furloughs – Grand Tours, as
they were called – were an old tradition among Europe’s business
elite. Wealthy families had the economic resources required for such
tours and a large network of contacts. In later times the heirs often
received a formal education too but foreign study was still seen as
necessary. When their professional education ended, many set off
for a while abroad. It is interesting that many of the early business
leaders who travelled abroad to study business management and
organisational theory in the decades after the war were indeed the
heirs of family companies.
In smaller companies it was more common to provide practical
training oriented towards the profession, and first-generation
entrepreneurs often had less education than those who followed.53
The heirs in turn began practical training in their companies at a
very young age. Sometimes they might also have job practice in other
companies. Later the amount of formal education increased among
the heirs of small companies, too.
How did the Paasikivi family deal with these questions? The
company has not yet evolved any special training strategy but it is
obvious that the heirs have been well prepared for their duties. As is
common among first-generation entrepreneurs, Erkki Paasikivi had
only limited basic education. He had no Grand Tour either, and nor
52 Fellman 2001; 2013.
53 Laaksonen 1962, e.g. the table on p 104.
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did the next generation, but Erkki’s sons became acquainted with
the company and its practical operations at an early age, beginning
by following their father around the Rauma factory. The second
generation also received a thorough education: Pekka for example in
technical subjects, Jukka and Jari in commercial ones.
The Paasikivi family has also tried actively and continuously to
amass knowledge with further education at home and abroad. The idea
that education and continuous learning are important for the success
of a family company has in fact been a lodestar of the Paasikivis since
Erkki’s time. Oras was an early participant in programmes of the
Finnish Institute of Management LIFIM, and several Paasikivi family
members have attended the International Institute for Management
Development IMD in Switzerland, a renowned centre of research into
family governance. Among the third generation some already have
a university degree and some have not yet completed their courses.
Many have also studied abroad.
While the family has emphasised the importance of education, the
third generation agree that they have been allowed to choose their own
careers and training. Those who intended to continue in an active role
in the company sought business training whereas Kristiina and Sofia,
for example, have studied the humanities. Kristiina Paasikivi says this
does not show a lack of interest in the company and its development;
she actively follows it and wants to play a part in developing it. Her
disciplines of study are not necessarily regarded either as a bad choice
for the company either. As she puts it: “Latterly the family has come
to see that perhaps my orientation towards another field will bring a
different, enriching perspective to the company.”54
Related to the professionalisation problem, another phenomenon
proposed as critical in family companies is the recruitment and
integration of outside experts and key employees. As a company
grows and develops, it needs more special skills that cannot usually
be supplied by family members alone. A renowned scholar on
family businesses, W. Gibb Dyer, pointed to three features of the
professionalisation of family companies. Firstly, family members
need to obtain thorough training for their duties. Secondly, outside
people have to be hired and integrated into the company. In addition,
54 Interview with Kristiina Paasikivi 28.10.2014.
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the company must ensure that all people hired professionalise the
company at all levels, in other words, that professionalisation takes
place properly throughout the company.55
The integration of outsiders has often been a “root to branch”
process, meaning that they initially enter the company for work at
a lower level in the hierarchy. In many family companies there is a
certain reluctance to hand over senior duties to outsiders, but it also
takes time, even for hired experts, to build up the experience required
to take over a top job.
Different companies have different strategies and principles,
however. Sometimes the chief executive or other senior figures have
always been family members. In other cases the chief executive
has never been a family member, and the family concentrates on
board work. Various combinations also exist, such as where the chief
executive is a family member but their deputy is an outsider.
Oras senior management has always been under the control of the
family but outsiders have been recruited and gradually moved into
positions of leadership. The first outside member of the Oras Board
of Directors, Jukka Niemi, was appointed as long ago as the 1970s.
He was a local bank manager and a good friend of Erkki Paasikivi.
The first outsider appointed specifically to provide outside skills was
Professor Vesa Puttonen, who joined the Oras Board in 2003. Since
then outside members have been chosen to the Boards of Oras and
Oras Invest alike. Currently the Oras Invest Board has four outside
members and the Oras Group Board has three.
Another milestone was passed in 2008 when the first chief executive
officer from outside the family, Pekka Kuusniemi, was appointed to
Oras.
Professor Mary B. Rose finds that the first outside employees
generally come to family companies from what she calls the extended
family, meaning, for example, people who have long worked for
company but also those who have other contacts with it.56 Personal
networks serve as a foundation for trust while allowing the company
to retain a paternalistic spirit and personal informal relations at the
senior level. At Oras several specialists and executives hired from
55 Dyer 1989.
56 Rose 1998.
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outside the family have served the company for a long time and have
enjoyed the family’s complete confidence. Worth mentioning here
are Mikko Pitkäranta, the technical director, and Arvi Kaimio, who
was appointed financial director in 1966. Other important experienced
figures are office manager and later marketing director Veikko Kauppi,
and technical director and later board member Risto Saarisalo. All have
worked for the company for a long time. Over the decades there have
been many trusted people at Oras who have been crucial to its success.
Skills are important in the people recruited as professionals and
specialists, but the foremost requirement is to find “the right person
for the job”. They must also fit into the team and have development
potential. During the past few decades this has been regarded as an
increasingly important factor, but naturally it has been true at all
times. Because of the reluctance of some family companies to hire
outsiders, it has been noted that they do not always put enough effort
into recruitment. During early industrialisation, when engineers,
technicians and economists were in short supply and there were few
established ways for recruiting and hiring, it was often a problem to
find competent people. Consequently, much recruitment took place
outside official channels. It was said that Marcus Wallenberg (Sr.) kept
a notebook for writing down suggestions he received for potential
chief executive. They were often rotated between companies in the
Wallenberg sphere.57 Similar strategies were used in Finnish family
companies. Their leaders also took advantage of their networks and
contacts in checking competence and dependability. Dependability
was at least as important as professional skills.58 As Werner Siemens
noted, outside experts were the Achilles heel of many companies;
loyalty and reliability are important characteristics alongside
competence.59
It has not always been easy for Oras to recruit staff and it has made
mistakes from time to time, particularly in foreign subsidiaries. In
Rauma recruitment was easier. The company knew the local labour
market, even down to individuals, and people who sought work at
Oras knew the company. When a family company has strong local
anchors, it is not unusual to find employees whose families have
57 Larsson, Lindgren and Nyberg 2008.
58 Fellman 2000, pp 172 and 202 footnote 86
59 Kocka 1971 p 178.
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worked for it for generations. There is strong loyalty towards the
company and a feeling that “everyone knows everyone”. It was widely
felt that Erkki Paasikivi was very skilled in recruiting the right people
even though personal chemistry was not always perfect. He felt that
the most important quality was the ability to work with others for the
good of the company. More recently, however, it has not always been
easy to recruit people with higher education to work in Rauma. A job
outside Helsinki could look unattractive, especially if the person’s
husband or wife couldn’t easily find work in the area.
As a company grows beyond the local community and then into
international markets, its relationship with the local community
changes, although Oras retained its local character. As its need for
skills increased and it could no longer draw on unofficial networks
and local knowledge, it adopted new methods for recruitment and
integration. Many companies choose close relations with universities
as the normal way of finding employees, and Oras, too, developed its
links with educational institutes. It also worked with other companies
to raise funds for establishing a professoriate of building technology
at Helsinki University of Technology, feeling this would help to
provide new skills. Oras also established contacts with the University
of Art and Design Helsinki.
Swedish researchers Annika Hall and Mattias Nordqvist claim that
professionalisation means something more in family companies than
in joint stock companies with diverse shareholders. They believe that,
in a family company, professionalisation entails a degree of social and
cultural sensitivity towards company norms and values. While any
long-lived company exhibits a corporate culture, norms and values
which new employees have to embrace, it is logical to assume that
these features are stronger in family companies. Certain companies
arrange induction periods or courses for new employees to internalise
the company’s history and culture.60 Oras too has a programme for
new employees, where they learn not only about its operations but
also its values and history.61
Family companies are often strong brands or trademarks that
represent expensive products of superior quality. These are features
60 Hall & Nordqvist 2008. See also Fellman 2013.
61 Guidebook: “Welcome to our company”.
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that they want to preserve. From the outset Oras wanted to be known
for high quality and has concentrated on high-quality goods in the
upper price level since the 1990s.
Despite critical phases and certain inbuilt problems, many family
companies have endured and flourished for generations. Why?
As already mentioned, the families have often been aware of their
drawbacks and have developed processes and strategies to overcome
them. At the same time, family companies have had a strength which
others may perhaps never achieve: a strong corporate culture combined
with the family’s understanding that it holds a legacy to be cherished.
A strong feeling of responsibility for the company and a powerful
entrepreneurial sense can be seen in the Paasikivi family. But Pekka
Paasikivi notes that “the trick” of industrial ownership is to do things
better than others do. To achieve this it must recruit the right people
and mobilise its networks. So the key to successful entrepreneurship
is often founded on a fairly simple and pragmatic attitude.

Paternalism: the leadership model of family
companies?
A paternalistic employer strategy and management style have been
regarded as characteristic of family companies, especially those that
have a single main owner in whose hands management is concentrated.
This model was, of course, especially common during the early period
of industrialisation. The concept of paternalism is imprecise and used
in different contexts but a paternalistic attitude usually means that
the head of the company looked after the employees like a “good
father” (because the owner was generally a man). In the same way
management often watched over the employees in their free time
as well as at work. Because the centre of authority was generally the
principal owner, there was often a very vigorous and strong style of
management in these companies.
Paternalism was often an active business management strategy.
A paternalistic company typically offered its employees various
non-pecuniary benefits and basic services; it contributed to
arrangements for schools, healthcare, accommodation, home
ownership, sports and hobbies. Paternalism was founded on
interdependence. The company acted as a good, stable employer,
offering secure jobs and fundamental services, while it benefited from
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being able to count on a good supply of loyal employees. Management
also tried to create and maintain a strong team spirit, as in a family,
and this mood was reinforced by staff benefits and social activities.
Paternalistic management is said to have lasted until fairly recently
in Finland. This was partly because industrialisation came late and
also because a large proportion of early industry grew up in remote
districts. It is often claimed that paternalism is an outdated employer
strategy that had its roots in an agrarian society or a system of strong
trade guilds.62 This is partly true but a paternalistic strategy was also
a largely practical solution, favoured by employers and employees
alike, at a time when infrastructure and welfare services were
underdeveloped.
The presence of strong paternalistic features at Oras, particularly
at the Rauma factory, is clearly revealed in Herranen’s text. The
company provided health care for its employees and regarded
working safety as important. The establishment of an office staff club
and an employee magazine reinforced team spirit, while sports, other
recreations and contributions to culture brought increased enjoyment
and encouraged healthy lifestyles. Oras management also sought
to maintain close familiarity with employees, which enlivened the
company particularly in its first few decades. The interdependence
of employer and employees, and also between the company and the
local community, was obvious. Oras needed a skilled labour force and
in return offered good jobs to local residents and the district.
Researchers have pointed out that companies with a paternalistic
strategy often cared genuinely about the welfare of their work force.
In many companies, for example, the standard of employees’ housing
was relatively good. At the same time paternalistic companies often
had a slightly lower wage level than other companies in their field.63
This may be because of a lack of tough competition for workers in
the districts where the paternalistic model was strongest. Particularly
in the early period of industrialisation, the workers enjoyed various
non-money benefits, which means that wage comparisons are hard to
make. Wages at Oras were regarded as fairly good compared with the
rest of Rauma and the wage level among office staff was particularly
62 The roots of paternalism are more complex but beyond the scope of this work.
63 For more on this and the paternalism of a manufacturing society, see e.g. Magnusson
1986.
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high. Nonetheless, Oras management was somewhat concerned
about the wage level in the 1970s amid fears that employees would
move to Sweden, where wages were significantly better.
Part of a paternalistic strategy was the creation of team spirit with
the aim of maintaining relations of trust between employers and
employees. An important feature of this policy was the aim of binding
workers to the company.64 Oras management sought to obtain the
active participation of employees in developing production and its
processes. Employees were more motivated if they could participate
in important matters concerning their work, and it also gave them the
feeling that they could develop their skills and advance. Management
felt that skills would also be better developed if workers had an overall
picture of the whole production process, and the company, in turn,
could benefit from this knowledge and experience. The ideas of
Hamel and Prahalad65 about staff commitment (see page 120), put
forward in 1994, resonated with Oras management, not surprisingly
because these had long been an important part of Oras’ strategy.
Herranen adds that Oras regarded in-house training and internal
discussions as a better form of education than outside programmes.
Admittedly, key staff members were, at an early stage, sent on courses
such as those arranged by the Finnish Institute of Management
LIFIM but programmes like these were generally reserved for senior
management. In-house training and discussions also promoted
workplace harmony.
In addition to welfare and other services offered to company
employees, paternalism has taken other forms in family companies.
Their leaders have often been interested in charities and many family
dynasties have actively participated in programmes for public welfare.
Some family companies have established foundations, as did the
Paasikivis, who set up one bearing the name of Erkki Paasikivi.
It is interesting that a paternalistic spirit has left its mark on the
family and its life. Entrepreneurial families are often focused on tight
family relations although naturally there are also families that have
been broken up by disputes over entrepreneurial activities. In the
home environment and during time spent with relatives, family values
64 See e.g. “Dialogue between owners and staff”, Family Business Association of Finland
2009.
65 Gary Hamel & C.K. Prahalad, 1994.
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are strengthened and harmonised, which promote collaborative work
and ultimately benefit the company. The home environment is also a
good framework for the transfer of tacit knowledge about the company,
its management and its culture. Understanding of the company
culture and its values is passed on at the kitchen table, in the library
and in the living room.66 This is very clear in the Paasikivi family,
where Erkki’s sons went with him to the factory from an early age
and listened to important discussions at home. If family relations are
good, entrepreneurship trickles down to family members, fostering
an entrepreneurial identity and reinforcing family unity.67
The paternalistic principle shows in the role of spouses, too. Until
recent times, family enterprises have normally been led by men –
in the meaning of paternalism – yet the wife has often played an
important role. In previous times this position was rarely formal or
even visible; in a paternalistic company man and wife have distinctly
different roles. But beyond the home and the family, wives handled
important duties including hospitality. A large part of important
networks were her domain.68 Although traditional gender roles have
of course changed greatly in the past few decades, entrepreneurial
families even today generally exhibit a form of symbiosis between
entrepreneurship, the family and other social life. The book gives
a clear and interesting illustration of this as it describes Oras
development, the Paasikivi family and Erkki’s wife. The same
narrative appears indirectly in the way that family members tell of
family life, the company and its history.
There is a widespread view that paternalism disappeared with the
growth of the welfare state, at the same time as large companies
began to be less strongly entrenched in local communities. In Finland
this began mostly in the 1960s. Then and in the 1970s, society was
politically radicalised and the labour union movement became more
belligerent. This tendency aroused concern and even shock in many
companies, as the story of Oras shows. Developments in the labour
market in the 1970s threatened the spirit of trust that had existed in
66 See e.g. Rose 1998, Nordlund 2012.
67 Brunning & Melander 2012, p 47.
68 For an interesting analysis of the wives of business leaders see e.g. Nordland
2012. Today both spouses are often equally involved in family business operations,
Johannisson 2012 p 31.

228

FROM SECOND TO THIRD GENERATION

the company. Erkki Paasikivi understood that, when the company
employed 500 people, it was no longer possible to maintain the kind
of team spirit of the early years, but he had an unswerving belief that
problems should be solved by dialogue based on mutual trust and
not by confrontation.
A paternalistic spirit has nevertheless continued strong in many
family companies to this day. The same can be observed at Oras.
An important reason for this interesting state of affairs is that the
principal owner continues to play an important role in many family
companies, often combined with the fact that companies have actively
sought to retain at least some connections with local communities
where they have their roots. Today there is even a certain yearning for
“neo-paternalism”. The implications are not entirely clear but perhaps
above all it means that society would like companies to look after their
employees. Oras has made efforts to do this, among other things
with its extensive programme for retired employees. Neo-paternalism
also involves the idea that companies should give something back to
society. In recent debate it is also related to the desire for more ethical,
ecological and socially sustainable entrepreneurship. At its best it
means the acceptance of personal responsibility.

Conclusion
Finnish business life has been characterised by extensive anonymous
institutional ownership but personified ownership has also had
a strong foothold. Private visible ownership is not necessarily
incompatible with strong institutional holdings or even state
ownership.
Although the state and institutional shareholders, such as pension
insurance companies, are still an important group, and although
foreign holdings have increased very rapidly in the past few decades,
we seem to be experiencing a resurgence of family ownership and
personal ownership in general. This has been reflected in public calls
for strong, active ownership, preferably by domestic organisations.
Although the public expect greater efforts from the state and/or large
insurance companies during the present difficult economic times,
there is a strong belief that small-scale entrepreneurship and active
private and family ownership can achieve long-term growth and a
higher employment.
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Foreign research literature stresses that the long-term continuity
of family companies depends on their ability to adapt and
modernise. These companies have been willing and competent to
deal with changes in their environments. Furthermore, their strong
concentration of authority in the hands of one or a few main owners
makes their decision-making dynamic. The Paasikivi family and
Oras are good examples of these universal claims. The Paasikivis
have been characterised by strong entrepreneurial spirit and the
company’s leadership has had a good sense of direction in changeable
times. The family has had the drive to seek growth and expansion,
into new countries and new fields, something which is not true of
all family businesspeople. Paasikivi family members have shown
a strong sense of reality and an unembellished, practical approach
towards entrepreneurship. The challenge facing the third generation,
Pekka Paasikivi says, is to interpret changes in the global business
environment correctly and to manage the industrial holdings of Oras
Invest in a way that makes long-term ownership justifiable.
In recent decades we have often heard the complaint that too few
people want to become entrepreneurs. There has in fact been no
shortage of small companies in Finland, and perhaps even more
medium-sized ones. This is partly due to the structure of Finnish
industry but also to the fact that many small (family) companies have
not been interested in growing. The Paasikivi family and Oras cannot
be accused of that.
The history of Oras over 70 years clearly shows how the phases of
company development reflect Finland’s economic development. To a
great extent it is a micro-level narrative of Finland’s recovery during
the post-war period. Perhaps it is not a “commanding” chronicle of
economic growth, as export-led companies, strong banks and state
investments give way, in the 1980s and 1990s, to globally oriented
corporations and the growth of innovative, high-technology fields.
Rather it is a tacit but still important tale of entrepreneurial spirit
with local roots. Growth has been founded on technological knowhow
and successful marketing. Expansion took place first in the domestic
market and then in a disjointed series of acquisitions, out into the
world. It is also the story of a family and a company which, in a modern
global environment, has stepped up to a new role as industrial owner
without renouncing its core operations.
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Oras of Finland has grown from a small basement workshop
into a leading manufacturer of faucets and one of Europe’s most
profitable. This is the success story of the Paasikivi family and
their company.
But the purview of Oras now extends far beyond faucet
production. In the new millennium, the Paasikivis branched out
into industrial ownership and acquired substantial holdings in
Uponor, Kemira and Tikkurila, Finnish listed companies with
major international operations. Oras Invest is now steering their
long-term development.
Timo Herranen PhD describes and analyses the history of Oras,
the challenges faced and the difficulties overcome. At the same
time, this book seeks to contribute to the worldwide debate on
the role and potential of family companies.
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