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Abstract

The aim of this paper is to identify to what extent the notions of organizational and regional competitiveness are
similar, in order to be targeted by a comprehensive set of public policy measures. In this respect, we discuss the
notions of organizations’ and regional competitiveness and find common factors of influence, namely innovation,
networks and regulation. Based on these factors, we search for empirical evidences as regards the mutual impact
between the competitiveness of organizations and competitiveness of regions. We present the results using the example
of foreign direct investment companies, as their location decision making process is based on assessing both the
competitiveness of organizations and the advantages of locations that point to the competitiveness of a location and,
extended, to that of a region. While the dissonance is expressed in the differences of interpretation for the two notions,
there is a consonant policy that can be employed for supporting both organizational and regional competitiveness.: the
cluster policy.
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1. Introduction

Increasingly more, the European Union (EU) is emphasizing the role of the regions in the process of
developing the welfare of nations and of economic structures: the cohesion policy regards the regions, the policy for
smart growth and smart specialisation is approached rather at regional level.

At the same time, EU puts small and medium firms at the roots of its economic development, granting them
with a level of importance that they have not had until now. This can be seen in the fact that the EU imposed each
country to adopt the ,,think small first” principle in national legislation or in the important financial packages for
supporting the companies, not to forget the investment plan of the Juncker Commission.

Both of these interests of the EU are gathered under the umbrella of competitiveness, a notion very much used
currently by both theoreticians and politicians. Competitiveness has become a key priority for governments and
authorities in Europe due to its impact on regional development and growth.

Taking into account all these European interests, we are interested if there is a comprehensive policy that can
be applied in order to enhance the two types of competitiveness — of firms or organizations and of regions — or they
must be targeted separately. In fact, the notion of regional competitiveness is similar with the competitiveness of
organizations or are they different? We also are interested in finding common factors that influence both types of
competitiveness and if there are measures that have been taken in order to enhance such types of competitiveness.

In this respect, we search the literature and provide a comprehensive description of the most important results.

The paper is divided as follows: in the second part, we present some insights in the literature regarding the
factors that build the competitiveness of organizations. The third part is dedicated to the analysis of definitions
regarding the competitiveness of regions; our main aim is to provide the principal characteristics of the competitiveness
of regions and to find if the competitiveness of organizations is also included when explaining this notion. In the fourth
part, we search for empirical evidences as regards the mutual impact between the competitiveness of organizations and
competitiveness of regions; the pillars on which we conduct the analysis are innovation, the networking structure and
the regulation in organizations and regions. In the fifth part, we search for measures aiming to enhance the
competitiveness of organizations and regions; we provide support for the development of cluster policies and present
the policy measures at the EU level in this domain. We conclude with some insights on the title of this paper, meant to
summarize the main findings of this paper.
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2. Approaches in the literature on the competitiveness of the organizations

Nowadays, the organizations are trying to maintain the economic profitability and their competitiveness as
well. Researchers (Porter, Rivkin and Kanter, 2013) and the Harvard’s School of Business Survey report from 2013
underline the need to transform the core competences and the leadership of the organizations. Therefore, the
organizations must provide a work environment for their employees which is inspirational and highly innovative.

More, according to the above mentioned study, the old practices of management must by upgraded in order to
integrate communication and the lifelong learning potential for the employees.

According to Zahra and O’Neil (1998), the core competences must also change. This means that leaders must
reconsider the way they see profits, structure of achieving goals and empower the subordinates towards common shared
objectives, collective learning and appreciation of diversity. Effective leadership also involves motivation,
management, inspiration, remuneration and analytical skills (Hurduzeu, 2015). Thus, the key factors for increasing the
competitiveness and effectiveness of the organizations is through developing learning organizations, embracing new
leadership practices and empowerment.

Other studies (Bach, Sisson, 2000; Orlitzky, 2007) concentrate on the human side of the organizations as
important factors for achieving competitiveness. The studies reveal that need to implement efficient procedures when
managing their personnel in order to be effective.

A way of promoting the competitiveness within the organization is to analyze its resources and to manage
them in a strategic manner ground of the RBV (Resource Based View) (Barney, 1991). Barney’s theory of RBV is an
economic theory stating that organizations may earn sustainable returns if they have superior resources which are
protected by some mechanism which prevent their diffusion throughout the industry. It emphasizes the fact that the
resources of the organization sustain its competitive advantage.

Rose and Kumar (2006) consider that the human resources should be the target of the leadership, considering
them as a strategic pathway in order to promote competitiveness.

In their research D’ Almeida and Lihart (2000) consider internal communication as significantly contributing to
the organization’s competitiveness. It involves all acts of communication and strategies which are conducted within the
organization.

Competitiveness is achieved through building and sharing of the comprehension of the reality of the
organization (Kunsch, 2003). It is also significantly connected with the construction of the culture of the organization,
its image (Brault, 1992) and its cohesion (Thevnet, 1997).

More, Kunsch (2003) puts forward an Integrated Communication Model which is a framework to understand
the content and the development of the competitiveness. The model is made up of four main communication elements:

*  Administrative Communication. It refers to the type of communication which is processed. Here, we ensure the
organizational structure, the coherence between the mission, values, vision and the image of the organization.

* Internal Communication. It refers to the amount of communication efforts which are meant for the employees of
the organization.

* Market Communication. It involves producing messages in order to attain the organization’s product and
promotion and services.

* Institutional Communication. It aims the corporate image and identity.

Thus, Integrated Communication supports the leadership purposes of the organization by creating top-down flows of

communication which at their turn ensures competitiveness.

3. Approaches in the literature on the regional competitiveness

Recent studies bring into focus the importance of regions in the process of economic growth and
competitiveness. The nation is divided into regions that are much more homogenous in terms of culture, history or
economic development.

Competitiveness can be defined at company level (company), by sector, region, nation, etc (Balkyte and
Tvaronaviciene, 2010). Originally, competitiveness was defined at firm and industry level (Fougner, 2006), only later
being translated at national and regional level. The same author warns that the definition of regional and national
competitiveness cannot be realized by the simple extrapolation of the competitiveness' characteristics at the firm level.
This leads to the differences between the indicators measuring competitiveness according to the level of analysis.

Currently, theorists fail to establish a universally accepted definition of national competitiveness, according to
Smit (2010). Similarly, there is no agreement on the definition of regional competitiveness (Kitson et al., 2004; Snieska
and Bruneckiene, 2009).

One of the main differences between the two types of levels which is defined competitiveness lies in the
difference between goals at the firm level and at national level. Hatzichronoglou (1996) notes that one of the main
factors affecting the definition of competitiveness is the difference between goals at the firm and national level. While
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the company's objective is to increase its profit and market share due to international competition, the goal of a nation

or region is to maintain or improve the living standards of their citizens.

The difficulty in defining competitiveness at regional level is somehow similar with the difficulty in
expressing the same notion at national level, because it implies more than a simple aggregation of notions defining
organizational competitiveness. To this already known difficulty in the literature, Cellini and Soci (2002) observe
another impediment: that regional competitiveness can be assessed neither in macroeconomic terms, nor in
microeconomic terms. Their conclusion is that regional competitiveness is based on the evaluation of clusters.
Cambridge Econometrics (2003) finds limits for the definitions of regional competitiveness based both on the
microeconomic and macroeconomic perspective. If the definition is formed on the aggregation of firm competitiveness,
it will not encompass the wealth of the region as a whole, because the main aim of the firm is increasing the
productivity and the profits, while the wealth of a region should be also measured in terms of employment level. If seen
as a result of the macroeconomic competitiveness, one should take into account that there are laws at national level that
are not applicable at regional level (for example, the lack of regulation as regards the exchange rate at regional level).

Also, the meaning of regional competitiveness is also divided into cities’ and block associations’
competitiveness (Popovici and Calin, 2014a). In this paper, we will refer to the competitiveness of a homogeneous area
in terms of economic and social factors.

Kitson et al. (2004) propose, as a definition for regional competitiveness, “the success with which regions and
cities compete” (p. 992) in terms of export market shares, capital, workers, or, as expressed earlier by Storper (apud.
Kitson et al. (2004), in attracting high-performance firms.

Snieska and Bruneckiene (2009) propose an index of regional competitiveness. In its composition, the authors
take into account:

* the conditions of production factors, which are composed by the quality of the human resource, the physical
infrastructure including both transport and communication and the geographic situation expressed through the
possibility of outer reach by land, air and water, the infrastructure of science and studies (named as knowledge
resources) and the attractiveness of the region for domestic and foreign capital.

* the conditions of demand of increasing regional competitiveness comprising the dimension and the structure of
local demand, the sophistication of customers, the interest of foreign markets for the regional products.

* the factors increasing the competitiveness of regional firms: the GDP per capita and the Share of GDP created by
region of the country, the dimension of the entrepreneurship in the region, the productivity of the labour force.

For Lithuania, the most important factors in defining the competitiveness of the regions are the conditions of

production factors.

Buckley et al. (1988) have an integrated vision over competitiveness and propose a definition that can be

applied both at the organizational and regional level. An appropriate measure of competitiveness should envisage:
* the performance generated by competitiveness;
* the sustainability of the competitiveness process;
* the management of the competitiveness process.
Therefore, based on the analysis of the literature, Buckley et al. (1988) conclude that an appropriate assessment of
competitiveness is given by the dynamic interaction of the “3P”s: competitive performance, competitive potential and
the management of the competitive process. While the potential is related to the inputs of an operation, the performance
regards the outputs of the operation and the process measures the management of the operation thus implying rather
quality indicators than quantity indicators. The authors consider that the role of the management is to transform the
competitive potential into performance.

Chikan (2008) considers that firm’s and national competitiveness have reciprocal influence over each other. A
competitive nation is based on competitive companies, while the public policy’s measures at national level strongly
influence the behaviour and the decisions in a company. This is also true at the regional level. Therefore, the author
proposes a definition meant to make a connection between the two types of notions, based on a similar structure:

* Defining competitiveness in terms of capacity;

* Focusing on both sociological aspects (consumer requirements or wellbeing of citizens) and technical skills (profit
or productivity factors);

* Including the notion of strategic governance: top management for companies or governments in case of a nation
(or regional policy representatives);

*  Mentioning the specific activities to be carried out in order to create the capacity to compete;

* Suggesting the adaptation to exogenous factors (competition with other companies, namely the international
framework in which states are integrated).

* Including the idea of sustainability.

Therefore, for Chikan (2008, p.25), “national competitiveness is a capability of a national economy to operate ensuring

an increasing welfare of its citizens at its factor productivity sustainably growing. This capability is realized through

maintaining an environment for its companies and other institutions to create, utilize and sell goods and services
meeting the requirements of global competition and changing social norms”. The definition is easily adaptable to the
regional level.
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Kharlamova and Vertelieva (2013) also refer to the concept of national competitiveness, but propose three

characteristics of the new paradigm of the competitive advantage, as influenced by the global competition:
¢ The continuous need for innovation;
* The requirement for creating competitive advantages that cannot be easily replicated by competitors;
* The strong need to overcome the low level of technological development and managerial culture to become a

member of international society.

Sepic (2005) puts the process of regional economic development under the dynamics of the capacity of innovation
(both technological and in organizations), the networking capacity and the regulation as regards innovation and spatial
networks.

4. Empirical evidence regarding the mutual impact between the organizational
competitiveness and the regional competitiveness

We have chosen to provide examples pointing to foreign direct investment companies as their location
decision making process is based on assessing the three advantages proposed in the eclectic paradigm of Dunning that
comprises both the competitiveness of organizations and the advantages of locations (that point to the competitiveness
of a location and, extended, to a region) to which we are talking about in this paper.

In brief, in the eclectic paradigm, the internationalization of production is decided by three parameters: the
ownership advantages, the location advantages and the internalization advantages (Dunning, 1980). The ownership (O)
advantage refers to the company's both tangible (natural resources, the available workforce and capital) and intangible
assets (technology and information, managerial and entrepreneurial skills, organizational systems, patents and brand
awareness). The internalization (I) advantage represents the company's capacity to produce and market goods through
the branch network. The location (L) advantage is given by the differences between the home and the host country in
terms of endowment with production factors, market structure, legislative, political and cultural environment such as
the easy access on the market etc.

The competitiveness of companies and the competitiveness of the location are two different concepts, but in
relation to each other. Locations compete based on productivity considered as business locations; the companies
compete in competitive advantages in terms of productivity, but they may choose between several locations. So a
company's competitiveness depends on its internal capabilities and the results of the selection of the location.

To register a successful economic development, companies must improve the way to compete; they must pass
from the competition based on the factors of production to create competitive advantages inherited to the creation of
effective and distinct products and processes. The elements considered strengths in an earlier stage of development
become weaknesses in a higher stage of development because the level of productivity must be increased.

Therefore, the regional competitiveness is influencing the competitiveness in organizations and vice versa. The
mutual impact can be easily noticed if looking at the location decision-making process of a foreign direct investment
company. A foreign company seeks to establish in regions that provide access to natural or created resources, such as a
developed infrastructure, an attractive business environment, skilled labour force etc. Also, the location is chosen based
on the motivation of company — if it is resource-seeking, markets-seeking, strategic assets or efficiency-seeking. States
and regions are interested in attracting such companies due to their positive impact on the economic growth (Negritoiu,
1996).

Today, the competitiveness of organizations lies increasingly more in the capacity to rapidly react (Reeves and
Deimler, 2011). This adaptability refers not only to changing products and services, but also business models, processes
and strategies by building skills. For example, an actual tendency in the marketing activity is to include the
environmental aspects — therefore, to adjust to the so-called notion of “green marketing” (Mogos, 2015). Also, online
advertising has a growing impact in the strategy of organizations; still, one must take into account that online
advertising is very dynamic and it involves a high degree of customization (Acatrinei, 2015).

Based on the factors that influence the competitiveness of regions proposed by Sepic (2005) and mentioned
above, we provide some results found in the empirical analysis that support this affirmation.

a) Mutual impact as regards innovation between the competitiveness of organizations and regions

Innovation has strongly marked the current economic development. Not only it represents a key in the global
trade flow (Moroianu and Belingher, 2011), but Avram (2010) considers that the innovation pressure generated by the
globalization impose the innovation of the whole management system at the organization level. Similarly, in their
paper, Schienstock et al. (2009) start from the assumption that an increased innovation competition at international
level acts as a pressure tool for companies to adopt new organizational models or new knowledge management
practices. The results of the survey conducted on low-tech and medium-tech companies in Finland during 2007 confirm
this expectation.

The result is similar if assessing the regional impact of foreign direct investments. Peters (2009) considers that
the low level of competitiveness in the Mexican companies is the main impediment for their lack of involvement in
achieving innovation. Also, the absorptive capacity of companies in India and the competitiveness of the business
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environment are responsible for the increase of the companies’ efficiency (Mondal and Pant, 2014). When companies
are highly absorptive, foreign investments are preferred to the mere acquisition of foreign technology.

b) Mutual impact as regards networks between the competitiveness of organizations and regions

The alliance capitalism is a new theory in the FDI field meant to signal the importance of the relational assets
in the location decision making process of multinational company. Dunning (2003, p.31) describes these assets as ,,a
firm’s willingness and capability to access, shape and engage in economically beneficial relationships; and to sustain
and upgrade these relationships”. This definition points to a dual obligation for both the multinational company (MNC)
and the location region: the organization must hold such assets, but the success in developing a fruitful cooperation is
also enhanced by the availability of the partner (of the region) to stimulate and promote such a relationship. This type
of cooperation is a result of the special features of the actual global economy based on knowledge (Dunning, 2003). An
older version of the alliance capitalism can be seen in the well-known “keiretsu”, namely the groups of enterprises in
various fields organized around major banks and companies, with suppliers and distributors connected to the major
manufacturers in the fields of automotive, electronics and other industries, specific for Japan.

One should take into account that an excessive agglomeration of companies in a region is not sufficient for
creating the competitive advantage that a cluster is supposed to offer. The key factor for the success resides in the
possibility of cooperation among organizations, in the networking structure (Avram, 2010).

¢) Mutual impact as regards regulation between the competitiveness of organizations and regions

In general, more attractive public policies lead to a growth in a nation’s competitiveness (Popovici and Calin,
2012a) and this improvement is seen in the increase of foreign investors’ presence in that country (Popovici and Calin,
2012b).

This evolution is also supported by theory, which emphasizes that policies for attracting FDI should focus on
different levels: the macro level (comprising the supranational and national level), the meso level (where regional
clusters are included), the micro or industrial level, the subsector level and the firm level (Serbu, 2005). A proactive
country in attracting foreign investors will act in improving its ability to develop clusters and economic agglomerations
in order to exploit their competitive advantage.

Also, the theory of the new economic geography in explaining FDI points to the importance of core regions in
attracting foreign companies based on their capacity to crate virtuous circles of advantages. For a deeper understanding,
see Popovici and Calin (2014Db).

A study of Liu (2011) finds that, in order to support the development of the networks among the organizations,
public policy must be designed for improving regional institutional environment; the initiation of the intra-firm
innovation networks rest in the behalf of the companies.

5. Stimulating the growth of the competitiveness of the organizations and regions. The
importance of the clusters

Given the definitions of the competitiveness of organizations and regions found in the literature, we identified
a series of measures that foster the increase of competitiveness at the regional and organizational level.

Nicolescu (2003) presents a series of positive developments in the economic environment that help increase
the organizational competitiveness. This is, firstly, the increase in the design and implementation of scientific and
technical advance expressed by the rapid growth of the number of patents for products and technologies, the
proliferation of computer software packages, many with higher quality parameters. As a result, the managers of the
organizations have a wide range of options, being in a position to devise innovative strategies offensive based on
scientific and technical potential. Another positive development is the increase of competitiveness of the organizational
training of the human resources due both to the population growth in the education process and the longer average
schooling period as a result of the adoption of the principle of lifelong learning. It contributes substantially to
improving the management, the adoption of better decisions and their implementation with improved efficiency. A
positive effect is the wide proliferation of computers and computer science. The superior processing speed and of
information, while reducing prices, the development of numerous applications is irreplaceable support for increasing
rationality management processes. The state interventions to create an enabling environment national enterprises, by
legal, economic, administrative and private firms both on the public and the state (through incentives and trade
facilitation, taxation, environmental education) provides a favourable environment for companies competitive activities
at national and international level. Finally, the development and the internationalization of economic activities, the
regional integration and worldwide globalization increase the access to the global market, the flexibility of the
international transfer of information, labour, capital and technology.

Currently, an increasing importance at European level is granted to encourage the emergence of clusters as
sources of positive externalities and synergies between companies. The EU efforts in this direction aim to establish
policies for the creation of clusters involving the representatives from national, regional and local level, along with
managers and representatives of small and medium enterprises. Considering the capacity of clusters to revive the
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competitiveness of regions (Mills et al., 2008), the declared purpose of the European activities is to support the
Member States and regions in the creation of smart specialization strategies and clustering, to support organizations to
develop new and competitive advantages globally as a result of membership of the cluster so as to strengthen the role of
group policies for reindustrialization at European level, as defined by the Europe 2020 strategy. Moreover, enhancing
the development of research driven clusters was seen as the chance of Europe to strengthen its competitive position,
due to the fact that regional clusters are positively enhancing the regional innovation performance position (European
Commission, 2007).

The research of Matei (2013) provides the fact that in two initiatives of the Europe 2020 strategy — “An
Integrated Industrial Policy for the Globalisation Era. Putting Competitiveness and Sustainability at Centre Stage” and
“The Innovation Union” — the “innovative clusters” or “top level clusters” are considered the main factors for the
economic and innovation development.

The European Union also provide some other initiatives supporting the networking among clusters, such as the
PRO INNO Europe Initiative, Regions of Knowledge, Europe INNOVA und European Technology Platforms (Avram,
2010). This initiative led to the creation of the European Cluster Alliance that allows a permanent cooperation between
regional and national representatives and the EU representatives in order to apply a coherent cluster policy. One of the
newest measures for supporting the collaboration between clusters at the EU level and technology centres is the call for
projects launched in the spring of 2014, which provides a total budget of 500,000 for such proposals (European
Commission, 2015).

For a better surveillance of clusters in Europe, the European Commission also created the European Cluster
Observatory. Its aim is mainly statistical — to provide a mapping of clusters in Europe, but it provides the basis for a
coherent cluster policy at the European level.

6. Conclusions

The competitiveness of organizations and of regions can be assessed only separately. Even if both of them are
regarding competitiveness, we refer to different meaning when we relate the notion to the two levels. In this respect, we
can assume that the two notions are dissonant. We place ourselves in the category of theorists that support different
types of definitions for competitiveness according to the level on analysis.

Still, we find some similarities between the two notions — where the idea of consonance. The factors enhancing
the competitiveness of both organizations and regions are similar, even though can be translated into different types of
measures when applied to each level of analysis. For example, for both types of competitiveness, innovation has a
major role.

The way in which the process of location decision making is developed in a MNC is well expressing the need
of cooperation between organizations and regions and the manner in which competitiveness can be enhanced in both
ways. We pointed to several factors that have a mutual impact on the competitiveness of organizations and regions,
such as the development of innovation, of the networking structure and of regulation. In this respect, we can conclude
that both the competitiveness of organizations and the region competitiveness ask for a common background, which is
nowadays represented by the structure only clusters can provide. Fortunately, the European Union provides a strong
policy framework for enhancing the cluster development; more interest in this respect should be granted by regions and
nations.

And finally, the best evidence of the consonance between the two notions is that the external forces that shape
the competitiveness of organizations are provided by the ones that create the competitiveness of regions.
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