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Abstract 

The current research provides an in-depth analysis of Nokia’s actions in Bochum (Germany) and Cluj-Napoca (Romania) in order to observe how, large scale investors affect the economies of local communities in three major stages: (1) when deciding to set up shop and starting economic activities, (2) when conducting large scale economic activities that effect the local environment, and (3) when deciding to relocate and the effects of such actions upon the community. Going beyond a simple case study, the paper also takes into account the actions that are necessary to convince large FDI actors to choose a certain location, the gains and losses that such economic actors bring to the community as well as a possible model of ensuring sustainable local economic development.
In broad strokes, large FDI actors attract more media/public attention (thus ‘putting a location on the map’), bring more innovation, improve the quality of workforce and have higher contributions to local budgets. However, their actions are more disruptive for the local economy and community and ‘stability’ is rather an exception. In contrast, other economic actors (especially SME’s) prove to be more stable, but lack the capacity of drawing attention toward investment locations. Furthermore, in the one hand local stakeholders (government, private and NGO’s) seem to emphasize cooperation and networking as means of attracting investors but generally do not take into consideration whom they want to attract (and the inherent pros and cons); and in the other hand stakeholders seem to concentrate on the future, learning very little from past mistakes and successes. Thus, strategic thinking becomes a necessity rather than an alternative for local decision makers. 
1. Introduction
This paper scrutinizes the actions surrounding the location of Nokia (the large multi-national mobile telephone manufacturer), in Cluj County, Romania, and its subsequent departure.  The analysis serves as a platform to observe general issues: (1) the actions taken at the local and regional levels around Cluj-Napoca to attract and expand GDP and employment opportunities through the recruitment of Large Foreign Direct Investments (FDI); (2) the significant and necessary post-Communist networking structures that are forming in the region between local authorities, NGOs, regional institutions, national governments, indigenous businesses, and international investors to enhance local economic development; and (3) the impact of recruiting distinct types of economic actors (such as by firm size) in the local economic environment.

The paper uses a mixed methodology and various data collection instruments such as an extensive document review; primary interviews with multiple economic development actors; windshield surveys and other direct observations. Thus both qualitative and quantitative analyses are used to verify the accuracy of the information. The inherent bias of subjective data is counterbalanced by a diversity and thoroughness of interviews; evaluation of official documents and statistical reports; and a balance with theories of regional economic development, both at the academic and EU policy level. This approach intends to provide a more holistic picture of regional efforts to attract new local investments and job creation through FDI. This picture includes sections on the development theories at work, the case study's methodology, Nokia's story, the economic environment, and analysis of the comments obtained from interviews with local leaders.

Section 2 provides a brief theoretical framework useful to place these efforts in a context of international development theories. Section 3 discusses, at more length, the methodological aspects of our study (referring both to data collection and interpretation). Section 4 describes Nokia’s actions and their journey from Bochum, Germany to Cluj, Romania and forward on from there. Section 5 presents an analysis of the economic environment in the Transylvania Region centered on the Growth Pole city of Cluj-Napoca, based on official statistics issued by state and local authorities, to suggest a viable strategy that must include an intentional focus on FDI by Small-to-Medium-Sized firms as well as Large Multinational employers. Section 6 analyses the qualitative data collected via interviews and details the post-departure views of Nokia as described in the extensive meetings with local leaders and Section 7 concludes. 
The authors express their gratitude for the remarkable access provided by these local leaders, granted in large part due to a strong partnership with the academic leadership of our sponsoring Faculty of Political Science and Public Administration at Babeș-Bolyai University.

2. Theoretical background 
This case study exemplifies the theoretical principles of European Union's Polycentric Growth Pole development model, which identifies national centers (like Cluj-Napoca), as well as intra-regional urban poles that produce spillover effects and provide a foundation for sustainable, regional economic growth and development. “The concept of polycentricity first appeared at the European level with the adoption of the Leipzig principles in 1994” (ESPON, 3) and relates to both the morphology of quantitative distributions (such as city size and firm employment levels) and a 'network of flows' or relations in terms of proximity and interdependence regardless of distance, which was the classical polycentrism model initially adopted in the ESDP process (European Spatial Development Perspective).

In outlining its Regional Operational Program for Romania, the European Commission approved the European Regional Development Fund (ERDF) for the country between 2007-2013 with a budget of approximately EUR 4.38 billion and community assistance of EUR 3.7 billion “approximately 19 % of the total EU money invested in Romania under Cohesion policy 2007-2013” (European Commission, 'Regional Operational Programme').  The funding within the country varies depending on the “economic, social, territorially balanced and sustainable development of Romanian regions, according to their specific needs and resources, focusing on urban growth poles ... The strategy will give priority to the regions lagging behind and at the same time, a special focus will be given to supporting urban growth poles, which can contribute to a polycentric development of the Romanian territory.” (European Commission, 'Regional Operational Programme').
For regional economic development, the Romanian regional organization of counties is currently being realigned to match the new EU program and funding structures based on Polycentric Growth Poles. “Polycentric development thus runs parallel to the shift in regional policies towards an emphasis on the development of specialized regional competencies... through regional networks of suppliers, specialized education and labor markets.” (ESPON, 5)      Promoting policies on the basis of Polycentricity in the EU enables cities to “act on the global scenes” (ESPON, 111); helps in “overcoming disparities in the urban system” (209) and promotes “inter-regional cooperation” (205). 

Growth Pole Development theory originated from the idea presented by Francois Perroux (1950, 1955) to indicate large, innovative firms that are highly interactive with other firms and exercise a dominant influence over inflow and outflow exchanges. Through the 1960s and 1970s, academic literature and public policy expanded these ideas to describe central geographic areas into which regional resources are aggregated to produce positive economic growth and development spill-over effects throughout the surrounding region. For example, an airport may be built outside a key urban center, to be utilized by many surrounding communities. Rather than building multiple small airports, aggregation capitalizes on utilization by the larger urban center which allows for an expansion to capture economies of scope and scale because of usage from the broader region. This EU regional model of Polycentric Growth Poles stands as the central framework of development analysis for the Nokia Case Study.

Further theoretic lenses through which this research evaluated the Nokia case included Linear Stages (Rostow and Harrod-Domar), Structural Pattern Change Models (Lewis et al), Exogenous/Dependence Theories (such as Neocolonialism, False Paradigm and Dualistic Development), and Neoclassical or New Growth Theories (such as Free Markets, Public Choice, Solow and current view in which Y=AK with increasing returns to scale). Each of these theories offered some clarification of the underlying issues, however they were not included as the primary theoretical tools for the qualitative analysis because they did not best fit the activities observed in this limited timeline of the Nokia Case study and its resulting (or causal) regional effects.

However, one theory outside the development literature that emerged in this Case Study as applicable in the particular intra- and inter-regional dynamics of Romania was the work of Vincent Ostrom, Charles Tiebout and Robert Warren on The Organization of Government in Metropolitan Areas: A Theoretical Inquiry (1961). Their inquiry compared two fundamentally different scales of governance: the highly centralized and bureaucratic “Gargantua” and the decentralized local decision-making approach of “Polycentrism”. This Case Study identified a balance of influence between polycentrism, in accordance with EU theory, and the national structures of Romania, rather than the overwhelming dominance over time of Gargantua predicted by their theory of governance.

Finally, through the methodology described below, a Grounded Theory emerged from the final affinity analysis of the Case Study's qualitative data to produce a differentiated theory of how large, multinational firms, centered near Growth Poles through regional cooperation, produce residual positive development effects in excess of negative externalities and potential employment losses. This Case Study suggests how regional collaborations in Romania foster sustainable development practices even after the initial catalytic project ends, as Nokia did when it left the Cluj region. Developing nations often combine resources in regional efforts of academic institutions, community organizations, local governments, national ministries, international bodies and donors. However, this mix is not always successful. Post-communist Romania, however, is clearly emerging as a leader in community-based engagement, as divergent groups grapple together with the issues and impacts of development efforts. These regional collaborations affect decisions and build leadership capacity toward sustainable community strategies demonstrated by this Case Study of the Nokia project in Transylvania, Romania. Here diverse actors forged regional structures along the prescribed EU model for regional Polycentric Growth Poles, to aggregate and target resources resulting in rural-urban development that ripple throughout surrounding communities.

In line with this theoretical model, this Case Study discovered that communities and institutions in the Transylvania region cooperated to form an NGO focused on projects ranging from small business incubators to large industry/construction projects to higher education integration in local business training needs. These collaborations resulted among many other successes in the large Nokia plant being recruited to a rural area 20km outside the region's primary urban center of Cluj-Napoca. Nokia brought thousands of jobs and €100 million in investments to a commune of five villages. Because Nokia moved away 4 years later, our interviews revealed that some residents and leaders view the investment as an embarrassing or “taboo” subject, possibly proof that multinationals are harmful. However, a widespread consensus throughout the region views Nokia as a catalyst for community development that resulted in improved personal opportunities increased household incomes and additional tax revenues, as the EU's Polycentric Growth Pole theory predicts. 
3. Methodological aspects
The methodology employed in this Case Study uses qualitative data, collected and interpreted with multiple instruments. Content analysis is used for official state and local documents and international/national newspapers, while semi-structured interview guides were used to collect information from local stakeholders.

The Nokia Case Study methodology began with a detailed process of interview involving 18 local leaders from government, industry and the third sector. Over twenty hours of comments were carefully transcribed and coded using a priori qualitative categories based on a combination of Polycentric Growth Poles and Bolman-Deal Organizational Structure Model. Bolman-Deal offers a framework for improving organizations by analyzing Structural, Human Resource, Political and Symbolic elements (Bolman and Deal, 18). Adding descriptive categories such as firm size, the resulting a priori categories (with 24 classes) were reduced after the interviews to three classes with nine codes. This initial methodology considered a number of other academic development theories, which proved informative but less applicable, as explained above, for the particular phase and conditions of development represented by the Nokia Project.
The first category was the source of the comments: whether the interviewees represented a local government agency, a private sector society, an academic institution or an NGO organization. The second category was the impact of Nokia: what were the project's benefits, shortcomings and lessons learned. The third category was the more general issues of development:  large/driver firms like Nokia compared with small firms, with further differentiated based on domestic versus foreign origin. A frequent issue within this category of comments was how these different firm traits related to wages and skill-levels of employees. The fourth category analyzed economic development support: infrastructure, human capital development, and government. Here government is viewed as either a catalyst or deterrent for growth.
The research team included three graduate students of American, Hungarian and Romanian decent who interviewed local village residents in the immediate affected area as well as many local leaders, government officials, NGO staff and private sector business managers to evaluate how this international Nokia effort resulted in locating such a large project in the Transylvania region and how the local economy responded and fared after Nokia moved to Asia.

4. From Bochum to Cluj and forward: Nokia’s story

"We must take painful, yet necessary, steps to align our workforce and operations with our path forward” (Stephen Elop-President and CEO, Nokia Corporation) (Giles, 2011).
Mid-January of 2008, was a shocking period of the North Rhine Westphalia’s Bochum, as the mobile giant Nokia decided to shut down an existing plant after 20 years of operations. The company had received over €60 million in subsidies from the North Rhine Westphalia between 1995 and 1999, and another €28 million from the federal government between 1998 and 2007 (Henning, 2008). After the company declared its intention to move to Romania, a general outrage spread throughout Germany.

Local, federal and national authorities tried to keep the company, suggesting that the plant was already profitable for the company and did not need to close because it required only a small investment (€14 million) to make Bochum competitive (Helsingin Sanomat, 2008). Despite these arguments and the intense public outrage, Nokia did not reverse its decision. Therefore, the local German authorities pushed forward to demand repayment of subsidies. This strategy relied on the appearance that the company had violated its contract with the government in which Nokia guaranteed 2800 jobs, while only 2300 permanent jobs apparently were created (Bloomberg Businessweek, 2008).

The Germans’ outrage manifested itself in many ways. Nokia was labeled as a subsidy locust (Smith, 2008), caravan capitalism (AFP, 2008; Williamson, 2008) and so on. Furthermore dozens of hate messages were registered at the Finnish Embassy (Helsingin Sanomat, 2008) in Germany and the emotional wave reached its peak as hundreds of employees went on the streets to protest (Smith, 2008). Beside rage, the company’s decision caused more than 4000 persons to lose their jobs: 2300 directly and the rest indirectly being employed in Nokia supply chains (Smith, 2008). The official argument offered by Nokia for leaving Bochum was that "unfortunately, the costs of labor, including non-wage labor costs, in Germany are not competitive enough for the mass-production of Nokia products," as Nokia Chairman Olli-Pekka Kallasvuo told the Frankfurt AllegemeineZeitung (Bloomberg Businessweek, 2008).

Bochum still has not recovered from the departure of Nokia factory and it is still suffering from huge unemployment rate (ten percent). 2300 people worked at Nokia’s Bochum plant. Each worker received up to €125,000 in redundancy payments, and in addition Nokia has to pay two thirds of unemployed former Nokia workers for a period of up to one year. Around a third of the workers made redundant by Nokia remain unemployed. Nokia’s payments in relation to the Bochum factory’s closure are not public information, but conservative estimates the cost of repairing the company’s image at more than €200 million (Yle Uutiset, 2011).

Nokia began to search for a new site in Eastern Europe in 2007 and sent teams of consultants in many locations. When Nokia expressed its intent and interest in the Cluj-Napoca region, it sounded very promising. According to Cluj prefect Marius Nicoara, around 15.000 jobs would be created eventually and the company was expected to invest around €200 million. Besides the company's share, local authorities and the national government also contributed to the realization of the plant. Local authorities provided 159 hectares of land and installed utilities and other infrastructure while the government’s responsibility would be to support the investor with subsidies of around €33 million (Georgescu, 2007).

As “expectations were very high at the beginning”, the company invested €60 million in building the actual plant in no more than 7 months in the industrial park named Tetarom III, later dubbed 'Nokia Village'. Furthermore Nokia's new plant outside the Village of Jucu received all the pledged support of the local authorities (in land and utilities), and of the government which also kept its promise by giving €37 million to Nokia in subsidies (Spanu, 2008). A promising and bright future also awaited potential employees as the Nokia executive vice president (Anssi Vanjoki) stressed that there were no plans for a relocation more eastward of the Jucu factory, as had happened with Bochum (Popescu, 2008).

What was behind this promise and why did the company shift its production from Bochum, Germany to Cluj, Romania? Nokia’s vice president Juha Putkiranta claimed that “Cluj County was chosen for the Nokia factory because the labor is skilled and the area is close to the selling markets targeted by Nokia, namely Eastern Europe, Africa and the Middle East” (Spanu, 2008). In addition, other stated factors included: lower operating costs, ten times lower wages (with an average salary around €220 a month), technical universities, and people eager to work for a multinational company offering opportunities for training and advancement (Toma and Salzmann, 2011). All these attractive aspects outweighed the single weak point of Cluj, its transportation infrastructure which impedes getting supplies into Cluj smoothly and access to global markets (Ewing, 2008).

The plant was finalized by March 2008. The site began its operation with 350 people (Spanu, 2008) but 8000 people applied for jobs; the company projected expanding its labor force up to 3500 in 2009 (Ewing, 2008). By 2010, Nokia became the fourth largest company in Romania, making 7.8% of the total export of the country and contributing with €21.8 million to the state budget (Romanian-Insider.com, 2011). According to Stelian Samson, (the Director of the Romanian Centre for Trade and Investment) Nokia “hit the jackpot in Romania” (Stanciulescu, 2011).

In 2008 Marius-Petre Nicoara the top official of Cluj County expressed his belief that “Nokia will stay 20 to 30 years” (Ahtiainen, 2008), but unfortunately his belief did not come true. After no more than 4 years, Nokia “did a Bochum” on Cluj. When Nokia announced it would leave and move its production lines closer to customers in Asia, what happened in Romania were not just protests against the company, but authorities such as the Prefect began to blame the Government that it could not keep the investor inside the country (Lerintiu, 2011). The protests of the people were not as visible as in Germany.  Rumors surfaced that employees were “threatened” not to protest if they do not want to lose their jobs prematurely. “We were told that whoever wants to participate in the protest organized by PSD in Jucu can go, but risked being fired prematurely” (Toma, 2011). The operation if the plant continued until 31th of December 2011, though the last days in the plant were without production orders and much activity, until the plant was completely shut down. After this point Nokia provided compensation packages until April 2012, and it promised retraining programs for former employees (Toma and Salzmann, 2011).

However, Nokia did not leave an empty site. The company immediately began talking to other investors to take its position at the location as a leading economic actor in the region. Nokia officials recruited De’Longhi to purchase its building and as a result of that dialogue this Italian multinational now operates in the former Nokia plant (Nokia Press, 2012) continuing cooperation with the same initial group of local and regional entities.

”During the assessment of interest in Nokia factory, we made efforts to find a significant investor with clear plans for growth and for job creation here, in the near future. DeLonghi was the ideal candidate from both points of view …” said Robert Andersson, Senior Vice President at Nokia (Actmedia, 2012).

Currently the Tetarom III industrial park (where the former Nokia plant was located) is home to the following FDI operations: De'Longhi SRL, Robert Bosch SRL,Transcarpatica SA, Imperial SRL,Holzart SRL, Karl Heinz Dietrich International Exped SRL, MRL Logistik Invest SRL and Star Storage SRL (TETAROM website).

In addition worth noting that Nokia's decision was not limited only to Cluj. Because of their changing market environment, Nokia also relocated its plants from Mexico, Hungary and Finland, while more job cuts were estimated worldwide for 2012 (Rönsberg, 2011). But local views did not necessarily place Nokia’s decision in a global or market context. This decision was felt personally in the region.
The immediate consequences of Nokia’s decision to leave Romania were anger and perplexity from the authorities and employees. Directly, 2200 people lost their jobs, while indirectly many other firms which served as supply chains for the company were affected by its decision. Some say that around 8000 people felt the weight of the company’s decision through shutting down the plant (Lerintiu, 2011). Why would the company wanted to leave Jucu since this site generated millions of profits for the company? These are the same initial feelings expressed in Germany when Nokia left there.

In 2008, when the mayor of Jucu was questioned about what would happen if Nokia leaves, he answered, “Even if Nokia leaves in five years, we will remain with lots of good things, roads, indoor plumbing, etc. Since its arrival, there is a prosperous future ahead of us” (Lerintiu, 2011). Yet, at the immediate point of departure, most seemed to forget these direct and indirect benefits Nokia brought. 
5. An analysis of the economic sector in Cluj-Napoca
The majority (4695) of active companies that have registered their head offices in Cluj-Napoca can be included in the category of microenterprises.  Small-to-medium enterprises (SMEs) are situated in the second place (1558), while only 11 economic entities are in the category of Large and very large companies (Table 1).

Table 1: Distribution of companies registered at the Cluj Regional Office of the National Trade Register Office with head offices in Cluj-Napoca
	Type
	No. of firms
	Characteristics

	Micro
	4695
	-between 0 to 9 employees;

-annual turnover/revenue or total assets below 2 million Euros;

	SMEs
	1558
	-between 10 to 249 employees;

-annual turnover/revenue or total assets below 43 million Euros; 

	Large
	11
	-above 250 employees;

-annual turnover/revenue or total assets at or above 43 million Euros; 


Source: Cluj Regional Office of the National Trade Register Office

SME’s provide a certain degree of stability and growth for the local economy (Table 2). However, the total economic and social impact of large companies is superior to the prior two categories, while microenterprises are three times more numerous than SME’s and large companies combined. Together, the three types of economic organizations provide a healthy balance of production and employment opportunities for the city and region alike.
Table 2: The evolution of SMEs with headquarters offices registered in Cluj-Napoca (2006-2011)
	Year
	No. of companies
	Annual turnover (€)
	Profit before taxes  (€)
	Profit after taxes (€)
	No. of employees

	2006
	1466
	2420623917
	178815337
	150691218
	50369

	2007
	1684
	3283754942
	234793260
	197789032
	55284

	2008
	1523
	3141026332
	197483478
	166007611
	51327

	2009
	1533
	2531235447
	148688425
	125194825
	50793

	2010
	1488
	2558715651
	166768774
	142520689
	49938

	2011
	1558
	2673043548
	163782317
	140505813
	51924


Source: National Statistics Institute

The number of SME provides some measure of flexibility and diversity for the economy that can be a basis for sustainable development. This consistency occurs most in employment. For SMEs registered in Cluj-Napoca, from 2006 to 2011, total turnover fluctuated up to 136% of 2006 levels in 2007 and down to 105% in 2010. Similarly, the number of companies rose to 115% in 2006 down to 101.5% in 2010. After-tax profits experienced a surge in 2007 to 131% of 2006 levels and then plummeted down to 83% of 2006 levels by 2009. Compared to these components (annual turnover, number of firms and profit), the number of employees hired by SMEs remained much more constant, rising on to 110% of 2006 levels in 2007 and falling to 99% in 2010. Employment consistency appears to be a relative strength of SME aggregate activities (Chart 1).
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Chart 1: Cluj-Napoca SME Fluctuation (2006 levels = 100%)
The stability they provide, even in a period of economic crisis, originates from the large number of SMEs, their diversified aggregate revenues (annual turnover), generated net profits and on-going investment in capital expenditures and current inventories that use local suppliers.  Within this construct, the number of the employees remains relatively steady overall. Furthermore, looking at the period before the economic crises (2006-2007), SMEs as a group did not change their behavior significantly. Perhaps their more limited resources restrained them from over-leveraging themselves of overheating like other economic sectors (such as the banking and construction sectors) thus they limited their exposure to the effects of the economic downturns. And while they were still affected by crisis, SMEs were large enough, compared with Micros to weather some crises without going out of business and be more adaptable than large and very large companies.

While the addition or loss of one SME affects many employees, customers and vendors, the economy as a whole does not usually feel such disparate impacts. This is different with large corporations, and in order to emphasize the importance of the stability of SMEs for the local economy, this case study of Nokia contrasts SMEs with one of the biggest international economic entities which conducted economic activities in Romania. Fortunately, after Nokia left Cluj-Napoca, local industrial site was quickly re-filled by another large corporation, however the loss in employment and prestige presented a noticeable dilemma for the region. In contrast, a random sample of approximately 8% of the SMEs would likely equal the total employment of Nokia but are very much less likely to all disappear at once or even less likely to decline as much in one year as when Nokia ceased operations and were replaced by another large employer.  While SMEs kept their activities steady between 2006 and 2011, Nokia began to conduct economic activities in Cluj-Napoca and in December 2011 ended them.

The impact of the company was significant: in 2010 represented 30% of the GDP of the County, and 1.3% of the national GDP, 60% of the county’s exports and 4% of national exports levels. Furthermore, their number of employees (2500) equaled 5% of the total number of employees within the category of SMEs from Cluj-Napoca. Nevertheless, the arrival of the company and its departure generated adverse effects at the level of the population, local budget and also for other economic agents from the neighborhood, and these adverse effects would not have occurred from a similar investment in aggregate SMEs.

As such, this section draws attention that even if large companies (such as Nokia) represent a considerable source of income for the local economy, SMEs provide greater stability through employment opportunities and the financial resources they contribute to local budgets both for the population and the local authorities. While relatively small in size – individually – as a target of regional economic development initiatives, SMEs offer an aggregate economic strength that remains a very important part of the county’s economy and tend to be more flexible and adaptable than other types of economic agents. Developing SMEs could ensure a more sustainable economic development at the local level. 

According to the National Agency of Fiscal Administration (NAFA), Cluj-Napoca hosts fewer than 870 companies with foreign capital (Table 3). Together, these 870 companies create a total turnover of 180 Billion Euros (with a medium turnover of 207 Million Euros). They also are very important for the local economy because they hire a total of 3734 employees, at an average of 7 employees for each company. However, 21% of these companies do not have any hired employees, 24% have only a single employee and 85% from the total number of foreign investors have less than 9 employees (this being included in the microenterprises category). So, largely, the Cluj region can benefit from Foreign Investment without relying on large employers – “big fish” – who cost a great deal to entice to the region and who can leave after a few years, without giving back to the community the equivalent of what they received.


About 5% of companies with foreign capital from Cluj-Napoca have a large number of employees and with economic activities more focused on their expected, large scale. Foreign Investment remains a vibrant part of the local economy and a worthy target of local economic development initiatives. In 2011 (Table 3), the number of foreign direct investments in Cluj-Napoca increased by 872 Million Euros from which almost 50% came from Italy and the Netherlands, followed by Cyprus (above 10%) and Germany (above 5%).
Table 3: Origin of foreign direct investment 2011

	Country of origin
	Final balance (million €)

	Italy
	215

	Netherlands
	196

	Cyprus
	97

	Germany
	58

	Hungary
	48

	Austria
	43

	Denmark
	41

	Spain
	35

	Others
	139

	Total
	872


Source: Cluj-Napoca City Hall 

Perhaps the most intriguing question from this Case Study, one answered positively by many of the local economic development experts, is “Did the infrastructure and recruitment efforts required to bring Nokia to Cluj – even though this particular plant was subsequently loss – encourage and facilitate a significant portion of this 872 Million Euro increase in Foreign Direct Investment?”

The answer seems to be, “Yes.”  Nokia, it is often said, put “Cluj on the Map” and brought this dynamic economic region to the attention of investors (of all sizes) around the world.
6. Empirical Results: Qualitative Analysis of Regional Cooperation in the Nokia Project

“Nokia put us on the map.”


That one clear statement, more than any other, epitomizes the impact Nokia's successful recruitment to Transylvania and the residual benefits after its early exit. Nokia was significant.  And its recruitment required development of a sophistication at the local level. The local communities proved more than adequate and stepped up to this challenge. Finally, once 'on the map', the region, led by various organizations in Cluj County and Cluj-Napoca, continues to participate fully in the global competitive market.


Analysis of Nokia’s actions indicates four overarching findings. The result of these findings is a simple, but not simplistic, recommended proposal that the success of Tetarom be duplicated and expanded on a multi-county regional basis, with clear access to government economic development incentives and predictable funding streams. This proposed organization would be a vehicle to continue recruitment and expansion of large multi-national, Romanian and international SMEs within the European Union's polycentric growth pole model and regional alignments. This entity would serve as a new Transylvanian Economic Development Society, or TEDS. TEDS would facilitate cooperation among a number of entities within the Transylvanian region, including local governments, the local prefect's office of the national government, universities, chambers of commerce, infrastructure and utility provides, private industrial park development speculators, consultancy firms and other economic development actors.


This possible strategy seems viable based on the Transylvanian experiences with Nokia and after Nokia left Transylvania. This recommendation is based on four key observations from the analysis of qualitative interview data. First, TEDS should build on multi-county assets, recognizing that businesses operate on regional resources ranging from airports to roadways to water and internet service to universities and labor pool commuting patterns.


Second, going forward, a new organizational structure is needed, one more nimble and better financed, to compete with fast-paced competitors, such as Polish regions. TEDS can act in line with the inter-agency cooperation demonstrated with Nokia, but with an alacrity that fulfills the vision of Transylvania competing as a world class area. Specific tactics for implementing this multi-county strategy to implement a competitive vision call for an even further move away from the “Gargantuan” scales of bureaucratic governance described by Ostrom, Tiebout and Warren (1961) toward new constructs that internalize the dimensions of decentralized, “Polycentric” local decision-making. This would require the institutionalization of economic development incentives that can be accessed by a regional authority without going through the long process required to form a coalition with Bucharest and others. The bottom line recommendation is that where the Romanian system requires a year to approve an incentive package, other regions act within months or weeks.


Third, the result would be formation of a new organization, with its own funding stream and ability to access capital markets, which can act as a regional Economic Development Corporation promoting the recruitment, expansion and retention of public and private sector employers who improve the immediate and long-term prospects of the Transylvanian people. This new EDC would be staff managed and board led, similar in form though larger in scope and scales then the Tetarom entity that worked to locate Nokia in Cluj County. Currently Tetarom and private park developers finance speculative building with operational profits and EU matching grants. Private sector societies also have access to equity and bank financing. A regional economic development organization needs similar avenues of funding, including contribution investments from area governments and university partnerships as well as borrowing capacities, either through banks or publicly-back bond issues.


Finally, the EDC board would be constituted with representatives of partner organizations which would include the offices of local Prefects from the metropolitan counties as national representatives, some form of local representation to speak for county, city and village interests, and a variety of professional, specialty members from the business, academic and NGO leadership in the region. This degree of collaboration has been fruitfully exercised in the Nokia case study. These representatives from Transylvanian and Romanian government bodies, public institutions and private sector actors would model Regional Partnerships in line with the European Commission ERDF's operations programme funds for 2014-2020 to continue to recruit and employ more Foreign Investments in expanding Local Economic Development by building on the successes demonstrated, weaknesses revealed and opportunities exemplified by the processes and outcomes of the Nokia project.


Three key findings from our interviews indicate that the Nokia Project (1) enhanced both regional cooperation and economic potential and that those residual benefits not only remain after Nokia left but also continue to increase; (2) suggested an experience that was a deeply personal and emotional event for both the individual professionals who spoke with us and possibly for the nation or at least region as a whole, especially for a relatively new post-Communist EU member exploring the re-development of its historic democratic-capitalist roots as an emerging world-class economy; and (3) revealed that even a small area such as Transylvania stands within an intra-national, EU/regional and global framework which cannot be avoided or ignored. Those places best equipped to exploit the cooperative economic development potential and face the reality of a competitive international market with a growing sense of maturity can prepare to capture gains and minimize the effects of losses, regardless of individual firm decisions or broader economic environments. These three key findings can be summarized as the benefits of cooperation, the risk of sentiment, and the context of globalization. These three emerged from the following analysis to suggest the creation of a regional TEDS.


This proposal for a regional TEDS and these three broad findings emerged from analyzing qualitative interview data of almost 20 hours of interviews. As discussed in the theoretical section above, these interview comments were grouped into nine categories based on those current economic development theories. Then after the results began to crystallize, a form of grounded theory pointed to the necessity of including the Gargantuan-Polycentric theory. The recurring themes of regional cooperation, EU programme funding and Bucharest bureaucracy converged to suggest that going forward, the Transylvania region would have to incorporate all three into a nimble network to be fully competitive. After an initial review of the data and underlying theories, the qualitative data was re-organized into four coding categories for analysis.


The most striking debate among interviewees was a comment discussed passionately at almost every interview, especially from the public and NGO sectors. The heart of the matter was curiosity about Nokia's intentions. Did Nokia plan to leave from the start? Did they want to stay? This issue was important enough for many interviewees to insist that 'Nokia officials told us they did not leave because of anything that was wrong with Cluj.' Local leaders seem to have accepted this assurance, and yet many people still repeated the perception that Nokia intended to leave from the start. However, all indications are that, based on export certificate records, Nokia genuinely lost business in the broader European, African and Middle East region served by the Transylvanian plant, and as their business migrated to Asia, their operations had to move.


But rather than dismiss this question as a concern based in a low regional self-esteem, we evaluated the comments as the courage to evaluate the leaders' own region and the confidence to accept Nokia's positive answer. As the region's officials have more dealings with companies and competitor regions abroad, their confidence seems to grow – grounded in an honest comparison of the Transylvanian region's competitive strengths. As one spokesperson so poignantly said, “The more I travel abroad, the more proud I am of Romania and Cluj.”


And the sentiment was clear that the emotional impact of losing a large employer was not limited to Nokia, just as it would be felt in any locality if a major firm closed. In fact, while the community was shocked by the departure of Nokia, they were most concerned by the announcement that ING was closing a financial services center. Local officials called a meeting with many multinational company officials and asked them point-blank, “Are we doing something wrong?” When they heard from their other corporate guest-residents that the region was not doing anything wrong but that ING just had a company-specific market issue, Cluj leaders were greatly relieved. This is not a culture that spends much time doing postmortem reflections on failures, but they are willing and eager to address potential problems head-on and find out if there is some underlying issue with which they should be concerned. In general, it is our judgment that the intense feelings of rejection felt at Nokia's leaving is normal and a result of how much this regional genuinely cares about the success of its people and firms.


Significantly, the question of that self-identity rose to the top within all four categories.  The consensus seems to be that, even though Romania is still an emerging international player, Cluj-Napoca is a special case. “No foreign company comes here to pay high wages, but we are no longer a low-cost or low-skill location... Cluj is a best cost location.” The best illustration of this is that of American manufacturer Emerson, which has a very open, Romanian-appropriate corporate style where the Nokia organization was seen as quite closed and stand-offish to local interests. Emerson, it is said, “found a gold mine here.”  They hired 800 engineers from the excellent local universities and pay well.


Cluj also exhibits, from the interviewees' perspective a uniquely unified political structure. Local university and city officials are particularly well-connected with the national government and local ministry offices, including the Prefect and the Cluj-Napoca mayor who was until recently the Prime Minister of Romania. The consistent picture is one where “national politicians and ministry people from Cluj work together in Bucharest to bring money to Cluj.” In a post-communist government with a Prefect form administration, Bucharest could easy be seen as a bureaucratic Gargantuan holding Cluj back. However, normal subjective comments about feeling distant from or resentful of the strong national government were all but totally absent in this study. And the region's ability to build coalitions and get results in Bucharest is seen as a particular resource and strength.


Another significant strength, though is not readily visible is the growing support structure. The Human Capital aspects of the many regional universities were highlighted by almost every interviewee.  The existence of well-trained students and willing workers with a reasonable cost of living is seen as the engine of development flowing from the Cluj-Napoca region. However, the officials are working behind the scenes to improve hard infrastructure systems to support this potential. Internet connectivity is cited as above-average strength and the aggressive expansion of the Cluj regional airport to include a long cargo runway was often mentioned. But the interviewers had to press repeatedly to gain information about utilities such as water, sewer and electric. Like the current airport limits, some constraints on utility provision exist, but the nation has an excellent system implemented at the county and regional levels by semi-public societies to address these concerns.


Finally, the broad discussion of development centered over whether foreign companies were beneficial, especially in light of Nokia leaving, or whether large companies were 'unstable.' While most respondents expressed clear skepticism of the reliability of large multinationals, for every comment of concern, the same speaker often listed several other examples of both the benefits of multinationals and desirability of large firms. In general, FDI is seen as providing the people with personal opportunities not available in small or local firms and the economic potential of large plants like Nokia is clearly embraced and understood. This is remarkable in a region with a recent history of specifically implementing policies against foreign investment. That debate seems to have been decidedly settled in favor of continuing a balanced approach to incubating small, locally-owned companies, supporting a wide policy of infrastructure and services to recruit and expand SMEs operations in the region and participating in the hunt for “big fish” like Nokia.
7. Concluding remarks

Considering the complexity of the topic approached in this paper, as well as the methodology adopted and the diverse information collected, it comes as no surprise that conclusions will also vary across a wide range.

First and foremost, considering the complexity of the current economic environment, with international developments that affect local economies, Local Economic Development as a conscious activity cannot remain in the form of disparate attempts made by local stakeholders. The need to see the big picture, to establish goals (maybe even a vision of sustainable economic development) and coordinate actions that will achieve those goals is more than obvious. Current collaboration and networking actions need to pass the informal phase and be institutionalized under the form of Transylvanian Economic Development Society, comprising all possible stakeholders.


Secondly, although local economic development as a goal can be achieved by following multiple paths, every path comes with unique characteristics under the form of benefits and losses. As such, the SMEs path will be longer but more stable (thus leading to sustainability) while the Big Fish path (such as Nokia) may be shorter, present more short term gains but many detours might be required before arriving at the destination (and without learning from mistakes and successes, the arrival is not necessarily a certain fact for any path). The overall idea, is that both paths are viable, but those that aim to reach the destination, must analyze in detail both paths and decide upon embarking on a certain path (having full information) before starting the trip. 

Thirdly, focusing on the essence of this case study, Nokia’s actions in the region:



(1) enhanced both regional cooperation and economic potential and those residual benefits not only remain after Nokia left but also continue to increase;


 (2) suggested that the experience was a deeply personal and emotional event for both individuals and possibly for the nation (or at least region as a whole), especially considering the context of a relatively new post-Communist EU member exploring re-development; and



 (3) revealed that even a small area such as Transylvania stands within an intra-national, EU/regional and global framework which cannot be avoided or ignored if long term goals are to be achieved. 


Last but not least, all evidence points toward the necessity of adopting a strategic approach when considering local economic development, both at the planning phase (What types of investors should be attracted? What type of incentives should be used to connect them to the community?) and implementation phase (How to reduce institutional frictions and bureaucratic limitations? What services should we provide to investors and how can we discuss with them on equal footing?). 

However, strategic thinking and actions require local decision makers to move beyond petty political feuds and personal options and alternatives in order to establish the underlining thread of economic development (or a long term plan) and follow it (independent of what happens with the initial decision makers that established the vision). However, consistency must not constitute the ultimate goal as the plan/vision/path must take into account external and external developments; thus we must always adapt to the empirical realities that define the community as well as the larger context (referring here to national and international economic trends). All in all, consistency and adaptation must be carefully balanced in order to promote the interests of the community and ensure not only economic development, but sustainable economic development.
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