Imageries of ‘New Europe’ and ‘East’ in a business context: the case of Italian investors in Slovakia, Romania, and Ukraine

Christian Sellar
Assistant Professor

Department of Public Policy Leadership 

University of Mississippi

University, MS, 38677

cellar@olemiss.edu
tel.: 662.915.6613
Imageries of ‘New Europe’ and ‘East’ in a business context: the case of Italian investors in Slovakia, Romania, and Ukraine
Abstract

A large literature in cultural geography, history, and sociology has discussed the different, constantly shifting, and mutually defining constructions of ‘Europe,’ ‘Eastern Europe,’ and more recently ‘New Europe’ building mostly upon cases from media, politics, and sometimes the arts. However, the literature has done little to analyze the role of such notions of Europe in the realm of business. This paper begins to explore the connection between the cultural understanding of Europe and investment decisions: specifically, it follows a group of investors from Italy, showing the ‘cultural clashes’ they encountered in setting up business operations in Slovakia, Romania, and Ukraine. The paper is developed in three steps. First, the relevant cultural and economic geographical literatures are discussed. Second, the historical progression of Italian investment since the 1990s is discussed in relation to broader economic changes in Italy and the New Europe. Third, investors’ changing perception of the ‘New Europe’ ‘is discussed in the framework of the consolidation of Italian investments in the region. 
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Introduction
‘Europe’ is variously imagined and contested. In the literature, constructions of Europe as Western, efficient, and advanced are often found in opposition to the ‘East’ or ‘Eastern Europe’ - less advanced, violent, but also in the process of becoming like the West (Todorova 1997; Neumann 1999; Wolff 1994). However, the literature has done little to consider the construction of such notions of Europe in the minds of key economic actors. 
Business decision making, especially in the realms of foreign direct investment and the internationalization of production, is an important – but unexplored – arena in which the notion of Europe is currently being re-imagined. In the twenty years following the fall of the Berlin Wall some have renamed ‘Eastern Europe’ as ‘New Europe.’ The new term is often used to identify the willingness of former Eastern European governments and the public to embrace a new, ‘European’ and capitalist identity. Economic actors are central in the reconfiguration of Europe: the Copenhagen Criteria establish the “existence of a functioning market economy and the capacity to cope with competitive pressure” as a precondition for European Union (EU) membership (EU no date a). In practice, EU-led market reforms consisted in the adoption of a neoliberal model across the region: low corporate taxes, low state spending and improved law enforcement. As a consequence of those reforms, all countries in the New Europe adopted development models based upon the attraction of foreign direct investment (FDI) (Bandelj 2008).
If neoliberal reforms targeted foreign investors as key agents of change in the New Europe, and ‘Eastern Europe’ itself is currently being dynamically re-imagined, how do investors’ changing perceptions of the ‘East’ affect business decisions? How is the cumulative activity of investors shaping the various imaginations of Europe? This paper explores how various imageries of ‘Europe’ contributed to the ‘cultural clashes’ encountered in setting up and managing business operations by ‘Westerns’ in the ‘East.’ To do so, it follows one specific group of foreign investors - Italian textile and clothing manufacturers, plus some of the Italian banks and business services that support them - in their historical and geographical process of expansion in Slovakia, Romania, and Ukraine.
In order to answer its research questions, the paper develops a three-step argument. First, the relevant cultural and economic geographical literatures are discussed. Second, the historical progression of Italian investment since the 1990s is discussed in relation to broader economic changes in Italy and the New Europe. Third, investors’ perception of the ‘New Europe’ ‘is discussed in the framework of a) the consolidation of Italian investments in the region, b) the relation between cultural change and the institutional changes.
The paper builds upon the concept of “nesting orientalisms” to explain the initial cultural clashes encountered in setting up and managing the investments, the progressive assimilation of the region as ‘Europe,’ and the reproduction of similar clashes in the more recent investments in the Ukraine. ‘Nesting orientalisms’ means the practice, common in the identity discourses of  most formerly socialist European countries, of defining their own Eastern borders as ‘the Eastern border of Europe’ (Bakić-Hayden 1995). In its original formulation, nesting orientalism identified the practice of each Central Eastern European group of orientalizing its Eastern others. Later, Merje Kuus used it in a more dynamic way, to argue that the ‘East’ shifts according to point of view and time (Kuus 2004). This paper uses nesting orientalism in the latter formulation, to show that Italian investors’ stereotypes of the ‘East’ have shifted over time and space. 
Literature review: Nesting orientalisms, balkanism, and the East as ‘internal other’ 
Milica Bakić-Hayden (1995) developed the concept of nesting orientalisms as a part of broader theoretical analyses discussing the ways in which ‘Europe’ and ‘Eastern Europe’ have been imagined and constructed in opposition to each other. The literature sheds light on some of the contradictions inherent in the practice of  EU enlargement vs. its rhetoric of democracy and equality. EU ‘deepening’ has been an attempt to create an ‘even space’ of institutional, legislative and infrastructural common ground among the member states, aimed at promoting a better functioning market economy while preserving cultural diversity. EU ‘widening’ has extended such an ‘even space’ to the new members (EU no date b). 
The EU has exerted a fundamental influence on the New Europe through its enlargement. The two latest phases of enlargement in 2004 and 2007 included ten former socialist countries of Central and Eastern Europe. As a part of the process, the candidate countries received advice and significant resources from the EU to help them meet the accession criteria (EU no date c). To qualify for the resources, the EU created a new conditionality process, which was particularly effective in “tipping the political scale in favor of reforms” (Vachudova 2005, 7). 
The new criteria and process of EU enlargement built upon old assumptions and cultural understandings. Cultural geographers have pointed out that “The notion that Eastern Europe needs advice from Europe predates the current round of EU enlargement” (Kuus 2004, 474). Since the eighteenth century, Western European travelers and intellectuals portrayed Eastern Europe as geographically belonging to Europe, but still in the process of becoming European (Wolff 1994). Broad processes of identity formation explain how the perception of Eastern Europe as the ‘other within’ Europe have been reproduced over time. Western European cultural and political elites defined ‘Europe’ against lesser ‘others,’ thus constructing the ‘mystic’ India, the ‘savage’ Africa, and the backward – but still redeemable – Eastern Europe.
 In order to define itself as ‘civilized,’ Western Europe needed the barbarian Eastern Europe (Bakić-Hayden 1995, 918).
This process of essentializing Eastern Europe has had several negative consequences. Maria Todorova analyzed how a geographical area – the Balkans – has become “one of the most pejorative designations in history, political science, international relations” (1997, 7). Building upon – and differentiating from – Said’s orientalism, Todorova argued that Western Europe constructed the Balkans as “the dark side within,” a “repository of negative characteristics against which a positive and self congratulatory image of Europe and the West has been constructed” (p. 188). Similarly, Iver Neumann (1999) concluded in his Use of the Other that the ‘East’ has become a “generalized social marker of European identity formation” (p. 207). However, ‘East’ is also a highly flexible marker, “cut loose from its geographical point of reference” (p. 207). As such, it became a rather generic term, without precise boundaries.

Thus, over time ‘Eastern Europe’ has become the repository of connotations and characteristics not necessarily linked with specific geographical areas. Nesting orientalisms is a consequence of this flexibility of the ‘dark side of Europe.’  Bakić-Hayden developed it to analyze national stereotypes in the former Yugoslavia, where “the designation of other has been appropriated and manipulated by those who have themselves been designated as such in orientalist discourse” (1995, 922). She described a system of stereotypes, where Western Europeans saw Yugoslavia as part of the Balkans (and thus ‘other’) and Yugoslavs from the North considered the Yugoslavs from the South as ‘the East’ by playing on the Hapsburg versus Ottoman legacies. In the latter group,  people of Orthodox faith considered themselves more European than people of Muslim faith. Finally, European Muslims distinguished themselves from non Europeans (p. 922). In similar fashion, in the 1980s Czech, Hungarian and Polish dissidents re-introduced the term ‘Central Europe’ to present themselves as “the Eastern outpost of Europe” (Kuus 2004, 481). In doing so, Central and Eastern European countries claim their own ‘Europeanness’ against their (Eastern) neighbors, reproducing a graded dichotomy between Europe and ‘the East’ (Ingrao 1999). 
The literature on the ‘multiplication of Eastern Europes’ and, more generally, the formation of European identities, analyzes mostly issues of citizenship and migration and the behavior of political elites and media. Jürgen Habermas argued that the development of a ‘political civic identity’ among European citizens is necessary to further pursue any form of integration (2006, 82). Etienne Balibar (2004) analyzed the evolution of the very concept of ‘citizenship’ as a consequence of the new ways in which Europe is constructed. Donald McNeil (2004) discussed the ‘clashing identities’ of Europe considering a whole array of phenomena: the transforming action of EU institutions, the various national, regional and urban transformations, the changes in pop culture, the role of mobility and migration, and the processes of border formation and destruction.
The role of economic actors is under-analyzed. The literature acknowledges the importance of flows of businesspeople in creating transnational identities, but did not explore this in depth (McNeil 2004, 126). I argue that it is important to fill this gap, for two main reasons. First, the enlargement of the EU is a powerful issue shaping European identity. The establishment of functional market economies is one of the three Copenhagen Criteria of enlargement. Therefore, the actions and perceptions of economic actors influence identity changes in Europe. Second, as economic sociologists point out, cultural understanding and identity, rather than ‘objective’ rationality, are drivers of business decisions (Polanyi 1957; Swedberg 2005). Specifically, Nina Bandelj (2008) showed that calculations of risk and returns are not effective in the rather unstable environments of post socialist countries. Firms must rely on social networks, cultural understandings, and power relations to make investment decisions. In order to fill this gap, this paper looks at nesting orientalism from the standpoint of italian investors: between the 1990s adn the early 2000s, in the process of establishing firms in Central eastern Europe, they ‘appropraited’ and ‘domesticated’ the areas where they invested, and pushed their imagination of the ‘East’ to countries beyond the boundaries of the European Union (Ukraine, Moldova, etc.).
Methodology: comparative case studies of firms and regions

The paper draws on empirical research undertaken between 2005-2006, consisting in eighty-five semi-structured interviews with key Italian firms, associations, local and national institutions in Eastern Slovakia, Western Ukraine, Bulgaria and Romania (Map 1). Interviews were part of a broader project analyzing the geographies of Italian textile and clothing production in the region. The regional case studies were selected under the assumptions that institutional change is influential on economic change (Granovetter and Swedberg 2001), and that the enlargement of the European Union was extremely influential on institutional change in Central Eastern Europe (Vachudova 2005). Therefore, the research chose a case of earlier EU membership (Slovakia in 2004), later EU membership (Romania and Bulgaria in 2007), and a case of an area bordering the EU without defined perspectives of membership (Ukraine). Only the questions concerning the cultural encounter between Italians and local people were used in this paper. It builds upon the interviews with Italian banks in Slovakia and Romania, business services in Slovakia and Romania (both Italian and local), and firms in the three countries. Data from Bulgaria were not used, because they were mostly repeating findings of Romania and Slovakia. In Western Ukraine only firms were interviewed, because Italian business services were not yet established in the area at the moment of research.
The choice of both Italian textile and clothing industries (T&C) and banks/business services was due to the following reasons. A) the literature has identified two waves of  sourcing to Eastern Europe in the T&C in the 1990s and in the current decade (Kalantaridis et al. 2003; Labrianidis and Kalantaridis 2004), thus allowing a comparison of the different cultural understandings of Europe during each wave.  B) Some of the Italian T&C manufacturers were small or medium, and did not have the resources to afford expensive business services or lobbying governments. In such conditions, cultural mediation and operations in a second language environment were extremely important for the survival of the firm. C) Italian banks and business services provided such cultural mediation. Thus, combining the analysis of T&C manufacturers with their service providers allows a broad view on cultural mediation and cultural clashes between Italian firms and local environments.

Italians on the Move: From industrial districts to the New Europe and beyond.
Italian T&C manufacturers regularly cross the boundary between the Old and New Europe. Their experience illustrates the reciprocal influence of business decisions and the broader cultural transformations of Europe. Specifically, some Italian scholars argued that Italian firms outsourced to Central Eastern Europe not only production and technology, but also culture (Coro’ and Volpe 2006). These scholars had in mind a specific cultural economic model, the so called ‘Industrial districts.’ They are “dense concentrations of interdependent small and medium enterprises in a single sector and in auxiliary industries and services” (Dunford 2006, 27). According to the literature, industrial districts due their economic success in part to cultural reasons: a strong territorial identity leads the development of professional culture and to an efficient –albeit informal – system of synergies between banks, firms, and institutions (Becattini 1979; Becattini et al. 2003). Because of globalization pressure, districts firms established contracting relations and/or investments with locations abroad, where they attempted to develop the same professional culture and inter-firms relations like in the homeland (Di Maria and Micelli 2006; Corò and Micelli 2006; Chiarvesio and Micelli 2006; Chiarvesio et al. 2006; Coro and Volpe 2006). Therefore, the more the professional culture is similar to Italy’s, and the relations with banks, institutions and other firms are good, the more the area of outsourcing will be perceived as ‘domestic,’ and thus ‘European.’
Looking more specifically at the processes of outsourcing of Italian T&C British geographer Michael Dunford showed that service firms located in Milan, co-ordinate a large group of producers, ranging from very large to small (2006). Over the years, the leaders of this system pushed producers into subsequent waves of de-localization. Those included, after 1991, international outsourcing (also called offshoring), mostly in Central and Eastern Europe. 

The activity of Italian T&C producers abroad was dynamic and evolved following the Uppsala Internationalization Process Model (Johanson and Vahlne 1977; Luostarinen 1980). According to the model, firms will invest first in countries which are culturally and geographically close and after they have developed enough experience they will move to more distant places. In doing so, they will intensify the deployment of capital and human resources (Davidson 1980). Thus, the Uppsala Model is implicitly a cultural geographical one: it assumes proximity of identity as precondition for the initial investment. It also assumes a progressive assimilation of the foreign country: the more established the firm is, the more it will perceive the host country as ‘domestic,’ the more it will invest. In the case of Italian firms, Stefano Federico (2004) highlighted intensification of commitment to the ‘New Europe,’ with the progressive increase in the amount of capital invested. Geographically, Italian firms expanded their activity away from the countries of Central Europe closest to Italy to locations further east. The owner of EDAS, a consultancy that supported the internationalization of Italian firms in Slovakia since 1992, describes this process as follows:

In the years from 1990 to 1998-1999 Italian textile producers de-localized to Slovakia. In doing this, [large] producers pushed their sub-contractors to move abroad to contain costs. By the year 2000 the subcontractors were pushed again, to move to cheaper labor countries, Romania, Bulgaria, and Ukraine. (Interview EDAS, entrepreneur: 09-26-05).

EDAS’ owner tells a story of constant shifts of businesses, first to the closest and more ‘Western’ parts of the new Europe, then to the lower cost areas in South Eastern Europe. His narration highlights how the system of governance described by Dunford influences internationalization. Over fifteen years, large firms actively pushed smaller producers to go progressively further east.

Small producers found obvious challenges in working in a foreign environment, such as second language issues, poor understanding of the legislation, and lack of knowledge of local customs. To responded to those challenges by encouraging their business service and banking providers to follow them in Central and Eastern Europe. In turn, these service firms and banks played a key socio-cultural role, helping Italian entrepreneurs to achieve a better understanding of the areas where they invested. The importance of banks and service firms in changing Italian manufacturers’ perception of Eastern Europe is discussed in the Section “Italians in the New Europe: Good Italians in the familiar East in the late 1990s – early 2000s” of this paper.
Overall, the governance of the internationalization process had several consequences for firms and entrepreneurs. Especially for the smallest entrepreneurs, de-localization in Eastern Europe had been their first experience abroad. The speed and suddenness of the process, the rapidly changing post socialist environment, and working in second language, they all were challenging experiences for entrepreneurs. With the support of banks and service firms, a process of reciprocal cultural adaptation between Italian firms and the local communities started. Obviously, stereotypes of the ‘East’ and the ‘West’ played a significant role in this mutual encounter. Specifically, the experience of the industrial districts gave Italian firms a quite well defined measure of what a ‘domestic’ and therefore ‘European’ environment is. Over time, entrepreneurs’ perceptions of Eastern Europe changed as a result of their work in the region and their eastward movement.
Italians in the New Europe: “Bad Italians” and “Eastern others” in the early to mid-1990s
Cultural understandings and perceptions of ‘East’ and ‘West’ changed over time: from the standpoint of Italian entrepreneurs, both Slovakia and Romania became progressively more ‘domestic’ and ‘familiar.’ Such a shift happened between the early 1990s and the early 2000s, when Italian investments intensified and the two countries began the process of accession to the EU.

In the early 1990s, Italians perceived both Slovakia and Romania as ‘the other’ and ‘the dark side of Europe.’ Even though the two countries are culturally very different – for example, Romanian language is much closer to Italian – accounts of the early experiences of Italian investors are similar.  A high level manager of an Italian owned bank in Slovakia revealed both the negative view and the poor understanding of ‘the East:’

.I remember the first time I was send to Slovakia [in 1996]. I thought it was a joke.  Then I did a life insurance.  This reflects the atmosphere in those years, and the complete ignorance Italians had of Eastern Europe, probably due to misinformation. Eastern Europe was seen as the Iron Curtain.  Still today I sometimes hear Italians talking about Czechoslovakia, which disappeared 15 years ago. Italians had a very poor knowledge of Eastern Europe. (interview high level manager, Unibanka: 06-28-2006).
If the respondent in Slovakia emphasized the lack of knowledge and the negative vision of the East, respondents in Romania highlighted the very difficult conditions, but also the ‘new beginning’ of Romania:
I arrived in 1994, and I won’t tell how Romania was back then, and I must say it is not yet “arrived.” (Interview Italian entrepreneur in Romania: 04-10-2006)

All eastern European countries are ‘young’ in terms of democracy and norms (interview Italian Chamber of Commerce in Romania 03-22-06)
From this point of view [entrepreneurship], fifteen years ago this country did not exist. (interview Italian chartered accountant, Boscolo & Partners Bucharest: 03-30-2006).
All together, those visions of Slovakia and Romania in the early 1990s were quite consistent with orientalist discourses: the East was perceived as violent (‘I made a life insurance) – like in Todorova’s Balkanism, but also seen as young and ‘becoming’ (‘all countries are very young’) – like in Wolff’s ‘East.’
If imageries of the East described thus far are quite consistent with the literature, the self perception of Italians is unexpected in an orientalist discourse. Speaking in the mid 2000s Italian entrepreneurs judged those who came to Slovakia and Romania in the early 1990s quite harshly. Especially the first waves of textile and clothing manufacturers were seen in the negative light of ‘adventurers.’ An Italian national, high level manager of a large Italian owned bank was quite frank in judging the early steps of Italian firms in postsocialist Slovakia:

[Slovaks] had to deal with many [Italian] people that sooner or later revealed their lack of entrepreneurial skills, and this led to a bad image of Italian companies. (Interview high level manager, Unibanka: 06-28-2006).

Italian expatriates in Romania told similar stories. An Italian entrepreneur who owned a logistics firm supporting the import and export operations between Italy and Romania highlighted the lack of organization of the whole process of Italian internationalization:

Italians came [to Romania] in large numbers, in waves. The first who came were attracted by pure cheap labor, the famous terzisti [subcontractors]. ... There were the desperate who hoped to solve their problems here, and then there were adventurers hoping to come here with a few coins and buy a palace. (Interview Italian entrepreneur in Romania: 04-10-2006).

Rather than civilizers, Italians considered many of their own as poorly skilled professionals, close to bankruptcy in Italy, who damaged the imagine of all Italians in both Romania and Slovakia.
Local respondents shared the negative view of the early waves of Italian investors. Together, Italian stereotypes of ‘the East’ and Slovak and Romanian stereotypes of Italians challenge the concepts of orientalism and balkanism. The literature assumes that the West constructs the ‘East’ to claim its own identity (Todorova 1997; Neumann 1999; Kuus 2004). However, not enough research has looked at how the ‘East’ constructs the ‘West.’ Romanian ‘voices’ constructed the early Italian investors as desperate adventurers. Slovak respondents did the same, but did it in private conversations, outside of the formal setting of the interviews. One of these voices was a trade analyst, native of Timisoara (Romania), the city with the largest presence of Italian firms per capita in the new Europe (ICE 2006):

After 1989 [Italian] entrepreneurs began to come [to Romania]. Obviously, the pioneers were people who wanted to make big businesses with little money. Thus, the early 1990s contributed to the bad imagine of Italians, because any kind of people came, also those who gave us problems. (Interview Romanian trade analyst: 04-10-2006).
Stories like the one reported above are indicative of the coexistence of orientalist discourses with an unexplored construction of the West by the East. Overall, My Slovak and Romanian respondents positioned themselves as ‘students,’ recognizing the need to ‘learn entrepreneurship’ from Italian investors. In doing so, they accepted the perception of Eastern Europe as ‘catching up’ and becoming European (Kuus 2004). At the same time, local employees saw Italian businessmen as beneath them. Slovaks and Romanians were conscious that they often had college higher education degrees, while their Italian bosses often only had high school diplomas. Italian business culture contributed to this negative stereotype. Specifically, Slovak and Romanians saw Italians as hagglers and compared them with gypsies, the most despised minority group in Slovakia, Romania and neighboring countries.

Stereotypes about Italy highlight how fuzzy and ambiguous the ‘West’ is. From a Central Eastern European perspective, Italy belongs to the ‘West,’ because it is a mature capitalist country, a former enemy in the Cold War, and one of the original founders of the EU. At the same time, other narratives qualify Italy as less than the West. Films like The Godfather are well known in Central and Eastern Europe. Thus, in Central Eastern Europe perceptions of Italy as stricken by Mafia and corruption coexist with an image of Italian firms as efficient and a model for best business practices.
In sum, the early phases of Italian investments in Central and Eastern Europe were underpinned by stereotypes of the East as the dark side of Europe that attracted short term, speculative investments. The encounter between Italians and local partners (Romanians and Slovaks in this research) was difficult, and generated new stereotypes of ‘Italians’ and an ambiguous imagining of the ‘West.’ The following section analyzes the consolidation of Italian investments and a new phase of identity formation in the late 1990s.
Italians in the New Europe: Good Italians in the familiar East in the late 1990s – early 2000s
The perception of Italian investors in Central and Eastern Europe changed with later waves of investment. My respondents often described how the later, more ‘established’ and professional entrepreneurs were able to gain trust and respect from local people. The stories that they told illustrate the socio-cultural implications of their corporate expansion. Throughout the 1990s, Italian textile and clothing firms increased trade with Central Eastern Europe (Coro and Volpe 2006). In doing so, they invested more capital for longer term. Local people perceived these longer term and larger investments – especially when they involved technology transfer – as ‘more serious’ (Interview president of textile trade union, Romania). Some Italians became permanent residents of Slovakia and Romania in order to control their investments; some of these businessmen and managers began to “regard Romania [and Slovakia] as their home” (Interview Italian consultancy in Romania). Italian expatriates became very active in the communities: for example, in 2006, in Timisoara, (the largest city of Western Romania), the president of the local Italian Business Association was asked to run for the vice presidency of the Chamber of Commerce.
This section argues that two postsocialist transformations considerably helped Italians in their process of inclusion in the local communities: as a consequence, they began to feel more ‘at home,’ and began to perceive Slovakia and Romania less as the ‘East’ and more like ‘Europe.’ First, in joining the EU, Central and Eastern European countries had to adopt new rules and regulations. Those rules and regulations incorporated the neoliberal principles of low taxes, sound State budgets, and fair law enforcement. Therefore, they were meant to be business friendly. Moreover, they were supposed to be the same for all members of the European Union, and thus like Italy’s. Second, as Italian banks and service firms followed manufacturers to Central and Eastern Europe bilingual information on local laws, financing opportunities, and culture became more available. 

Milada Vachudova (2005) demonstrated that the EU strongly influenced the adoption of liberal democratic institutions in the candidate countries. In her study of Slovakia and Romania, she defined the systems adopted after the collapse of state-socialism ‘illiberal democracies;’ with such definition she meant formal democracies lacking rule of law and fair political competition. She also argued that since 1995 both countries shifted towards liberal democracy thanks to EU leverage.  Foreign investment began to increase soon after the reforms (ibid). Vachudova also showed that international issues explained the connection between investments and reform. Accession to the EU made “extrication from and violation of international agreements very difficult” (2005, 190). Complementing Vachudova, I argue that the EU led to transformations at the local level which were very important for Italian investors.
The EU shapes the restructuring of state institutions at all levels through its granting programs. Successful grants often entail projects in which Western European institutions ‘transfer’ knowledge to their Eastern European partners (EU no date c). Since the late 1990s, EU funded project after EU funded project, local state agencies and administrations were remodeled upon their West European project partners, which Italian entrepreneurs and managers ‘liked’ better. For example, the ‘Agency for Economic Development of Timis’ (ADETIM), active in Western Romania (www.adetim.ro), was initially funded by a German regional agency. The German partner reproduced in Romania its own organization, trained the officials and helped them in implementing the first projects (Interview project manager, ADETIM). A significant part of ADETIM’s work involved joint projects with similar agencies in Western Europe, the so-called “twinning projects.” The byproduct of twinning projects is often the establishment of connections between the business communities in Western Romania and the areas of origin of the project partner:
Q. How does a twinning work? 

A. They come, provide the organizational structure of the institution, some regulations and management methods. Together with the twinning there are also economic links between the two countries.

Q. Does this mean that official missions were organized to let entrepreneurs from the two countries meet?

A. Yes. Besides this, things happen unofficially: through twinning projects information is collected, and then given to the chambers of commerce, or they simply flow through informal networks (Interview project manager, ADETIM: 04-12-06).

The experience of ADETIM shows how EU funded projects changed the organizational structure and management methods of state agencies. It also shows how the projects provided opportunities for business connections between Eastern and Western Europe. Thus, Italian investors found city and regional level governments increasingly structured like their ‘more advanced’ Western European counterparts. Moreover, development agencies like ADETIM were established throughout Central and Eastern Europe as a consequence of the EU-led attempt to promote regional economies (McNeil 2004). Therefore, Italians and other investors benefited from the increased flow of information about investment opportunities and partnerships which made a further contribution to the ‘familiarization’ of Central and Eastern Europe.  
The EU was not the only actor reshaping the image of Central and Eastern Europe. Italian banks and service firms played a central role in making the region a more ‘familiar’ place. They marketed themselves as ‘cultural mediators’ between Italian firms and the host countries. Unicredit, the Italian bank with the strongest presence in Eastern Europe, established a department (the New Europe Desk) in all the banks it acquired in the region specifically to deal with foreign (mostly Italian) investors. ‘Cultural mediation’ meant to provide services in the Italian language, while helping entrepreneurs to understand the local legislation.  It also meant that banks could read a balance sheet in Italian, which was very important in loan applications involving collaterals located in Italy (interview high level manager, Unibanka: 06-28-06).
In the case of service firms, ‘cultural mediation’ was even more articulated. EDAS was the largest Italian consultancy in Slovakia. Established in 1991, until 2005 it supported the relocation of fifty two Italian enterprises involving about 7,000 jobs (interview entrepreneur, EDAS: 09-26-05). In EDAS’ view, ‘cultural mediation’ meant first of all to understand the local labor law and local customs in the workplace in order to avoid friction between Italian management and local employees (interview entrepreneur, EDAS: 09-26-05). It also entailed striking a balance between the old, socialist organization of labor and innovation:

[Firms]  have to balance continuity with the past and innovation, retaining the positive aspects of the old system, re-using them in a more modern way. Medals for excellent employees, prizes for senior workers, feasts organized for the village, health assistance beyond what is stated by the law are examples. The objective is to motivate employees, let them share the objectives of the enterprise.  (interview entrepreneur, EDAS: 09-26-05).
This interview excerpt shows the detailed local knowledge that EDAS had acquired in more than fifteen years of consulting work in Slovakia, as well as the ability of the firm to transform the difficulty of Italian entrepreneurs in dealing with the ‘dark side of Europe’ and the legacy of socialism in a prosperous market niche.
In sum, between the early 1990s and the early 2000s, Italian entrepreneurs’ perception of Slovakia and Romania progressively changed. Modifications in the institutional and business environments contributed significantly to make them feel more at home in the New Europe. However, the geographical literature shows that in the same years T&C, and other wage sensitive industries started leaving Central Eastern Europe to establish new investments in Western Ukraine and the former Yugoslavia (Kalantaridis 2000; Kalantaridis et al 2003; Labrianidis and Kalantaridis 2004; Smith et al. 2008). My respondents highlighted that the more ‘familiar’ the New Europe became, the more it started to have some of the ‘problems’ of the Old Europe. For example, the technical director of SVIK, an Italian owned clothing company active since 1992, described the ‘Westernization’ of Slovakia as follows:

Here the situation is changing in the same way as it did Italy in the past: wages are growing without giving anything back to the industry… every year wages have a five-six percent growth. This means that in a few years Slovakia will have the same problems as Italy (Interview technical director, SVIK, 06-28-06).

Similarly, most T&C firms interviewed in Romania reported they were damaged by a less favorable exchange rate between the local currency and the Euro,
 and by the rising costs of energy.  Because of the rising wages, energy bills, and appreciation of the local currency, some T&C firms began to consider exploring new countries. The next section discusses how Italians reproduced a second time their stereotypes of the East in their new investments.
Italians beyond the New Europe: New investments and old stereotypes in the first decade of the millennium
From a socio-cultural perspective, in the 2000s Italian textile and clothing firms had to deal with new – and relatively unknown to them – contexts. As in the previous wave of investments, cultural understandings and national stereotypes mediated the encounter between Italian businesspeople and local communities. The experiences of investing in, for example, Slovakia in 1992 and Ukraine in 2004 had important differences. If Slovakia in 1992 was ‘the East’, then Ukraine in 2004 was ‘even more East.’ The already mentioned director of SVIK clearly compared the two countries in terms of nesting orientalisms: “Slovakia was capitalist until 1945; Ukraine had no clue of capitalism” (Interview technical director, SVIK, 06-28-06). In this period the conditions of investments were different. Slovak managers actively helped their Western partners finding business opportunities in Ukraine (Smith et al. 2008). Such help was generally not available in the early 1990s. 
At the same time, there were similarities between investing in Slovakia before the EU began to induce reforms and investing in Ukraine in the 2000s. In both cases, Italian manufacturers had to establish factories in an unknown environment without good support from consultancies or banks and had to deal with rapidly changing laws and uncertain law enforcement. The following conversation with a Ukrainian lawyer – who manages an Italian owned clothing company besides practicing law – summarized the challenges facing foreign firms as follows:

Our bureaucracy is very heavy, border crossing is difficult.  This is not only due to us, because there is double control, both on our side and our neighbors side. the transport of goods is difficult because of the long custom procedures. Trucks can wait two days at the border. … Since independence there have been no fundamental changes in the Ukrainian law. ... Instead, the application of the law changes a lot, there are procedural problems. (Interview General Director, TexUcraina, 07-14-2006)
Moreover, long custom procedures, changes in legal procedures, and heavy bureaucracy mentioned in the interview were not the only challenges facing Italian firms. They also had to find ways to ‘educate’ the labor force to their requirements. Having to cope with a rather hostile environment, Italians represented Slovakia in the early 1990s and Ukraine in the early millennium in similar terms. At different times, they both were ‘the dark side of Europe.’ 

The following firm case study – of the already mentioned SVIK - illustrates Italian entrepreneurs’ nesting orientalism, ie. the shift of ‘the East’ from Slovakia to Ukraine during the decade between the early 1990s and the early millennium. It describes the progression of Slovakia from being the ‘other’ to ‘nearly domestic’ and the new inscription of an ‘other’ Ukraine. Against the main assumptions of the literature, it argues that ‘the East’ is not an entirely negative concept, because it combines challenges and opportunities. 
SVIK started in 1992, when the Italian group GFT established a joint venture building upon pre-existing commercial ties (see Dunford 2006 for an analysis of GFT). Initially, Italians owned 60% of the shares and progressively acquired up to 97%. While Italians increased their investment by acquiring new shares, employment grew from around five hundred people in 1998 to almost one thousand by 2003. The increase in Italian investment and in employment was accompanied by the restructuring of the factory. The technical director of SVIK, an Italian national working in Slovakia since 1997, described the restructuring of the plant and the progressive assimilation of the local labor force to the Italian system as follows:

The personnel didn’t change much, but the organizational structure was changed. We brought the Italian organization. ...[We] brought in new kinds of professions... For sure, in the beginning they had problems with the manpower, because the mentality is different, the intensity of work was lower. (Interview technical director, SVIK, 06-28-06).
He showed that the work of the Italian managers focused on introducing organizational changes in the plant and introducing a stronger work ethic on the shop floor. 
SVIK’s director’s argument resembles Todorova’s Balkanism. The attitude of Italian managers was paternalistic, reflecting both their vision of the East, as well as the practical concerns of increasing the standards in the shop floor. In fifteen years of activity, SVIK’s management succeeded in bringing the organization of labor in line with Italian factories. However, by 2004 the growing wage and utility costs, together with a less favorable exchange rate between the Euro and the local currency, began to reduce the profit margins of SVIK. The management responded in two ways. First, the optimization of the production process was increased and, second, new possibilities of investment in lower wage areas in Ukraine were explored:

Here is happening what used to happen in Italy in the past: wages are growing without giving anything back to the industry ... This means that in a few years Slovakia will have the same problems as Italy... .we are following the pattern of development of Italy: we are trying to optimize our work. ... We are also investing on the improvement of machinery. At the same time we are beginning to move to countries were labor cost is lower, like Ukraine. (Interview technical director, SVIK: 06-28-06).

This interview excerpt highlights a vision of the transition of Slovakia to a market economy consistent with the EU vision of assimilation into the West. From the standpoint of Italian managers, Slovakia ‘graduated’ into Europe, therefore costs rose and the race to the bottom was lost. In sum, Slovakia became like Italy. When it happened, it was time to move on to the new ‘East.’ 

The establishment of the new factory in Ukraine involved approaching a new situation, deeply different from familiar Slovakia:

Outside [big cities] the Ukraine is like a desert. There is nothing!  ... Outside of big cities it is a disaster. (Interview technical director, SVIK: 06-28-06).
This feeling of ‘otherness’ is deeply intertwined with the behavior of institutions, which were less friendly to business in Ukraine than in Slovakia:

[In Ukraine] the labor cost is much lower than Slovakia, but there are other kinds of problems … there is the same old elite trying to get advantages for themselves… Then, there are no services there, and the industry needs services. There, the roads are scary. … They give you water when they want. Then bureaucracy is very complicate, with crazy requirements. They asked us for a certificate to show that sewing machines are not radioactive!... (Interview technical director, SVIK: 06-28-06).

The story of this particular Italian investment in Slovakia and later Ukraine fits nicely with Merje Kuus’ (2004) use of the concept of nesting orientalism. Kuus argued that “Although the concept of nesting orientalism is in some ways too rigid as it invokes neatly fitting Russian dolls or concentric rings, the concept does underscore that the East is never a fixed location but a characteristic” (Kuus 2004, 480). In the experience of SVIK’s manager the ‘East’ indeed shifted. Slovakia in the early 1990s was a land with cheap labor, but poor organization and technology. It eventually became similar to Italy and more expensive. In the following decade, Ukraine began to play the role of the ‘East:’ cheap in labor, poor in organization, a nightmare of bad infrastructures and cumbersome bureaucracy. In the words of SVIK’s director, Ukraine in the 2000s was a desert with a “crazy” bureaucracy. 
In sum, a combination of lack of knowledge of localities, problematic relations with local institutions, and problems with recruiting and training labor accompanied the Eastward shift of Italian textile and clothing firms. These experiences, together with deeply seated stereotypes, led Italian businesspeople to conceptualize the East as both the dark side of Europe and as a land of opportunity. However, the East itself was in flux. The enlargement of the EU brought neoliberal reforms which gave firms stability and familiarization, but also higher costs and the preconditions for a new wave of investments. At the beginning of both waves of Italian investments, entrepreneurs displayed the same the sense of anxiety and preconceptions about the ‘Eastern other,’ which was reproduced in Slovakia, Romania, and then Ukraine, which became the new ‘dark side of Europe.’
Conclusion
Cultural geographers, historians and philosophers have generally accepted the idea that Western Europeans have constructed the ‘East’ as other, and Eastern Europe as an ‘internal other,’ or ‘the dark side of Europe.’ The literature has mostly analyzed political actors and media and has neglected the role of businesspeople in constructing visions of ‘Europe’ and ‘the East.’ This paper thus explored how a group of foreign investors construct various imaginings of the ‘East’ as ‘Europe not yet within Europe.’ Specifically, it told a set of stories of Italian entrepreneurs investing in Slovakia, Romania and Ukraine, showing how constructions of the ‘East’ and ‘Europe’ shaped perceptions and behaviors of both Italian entrepreneurs and local people.
This paper used the concept of ‘nesting orientalisms’ to describe Italian’s changing perceptions of the Central and Eastern Europe. Slovakia and Romania were ‘difficult’ and ‘hostile’ in the early 1990s. Later they became progressively ‘European’ and ‘familiar,’ while Ukraine became the new hostile ‘East’ in the later wave of outsourcing in the early 2000. Italian entrepreneurs’ construction of ‘Europe’ allowed such a shift. They considered ‘Europe’ as a (neoliberal) set of norms about doing business, about what constitutes ‘familiar’ legislation and proper law enforcement, and the “appropriate” work ethic and behavior of labor. The EU played a central role in shaping those constructions, as EU enlargement leveraged profound changes in national and local government institutions. From the standpoint of Italian firms, EU-led reforms achieved three important goals: first, the EU implemented a neoliberal project of low taxes, improved law enforcement, and sound budgets, which is very favorable to business. Second, the ‘European’ laws were supposed to be roughly the same across the EU, thus making Slovakia and Romania more ‘familiar’ places. Third, changes at local level – this paper described the twinning projects in Timisoara – improved the flows of information about business opportunities and norms between West and East. Together with EU-led reforms, the activity of Italian banks and services played a major role in familiarizing Central and Eastern Europe. The case studies from Slovakia and Romania presented in this paper show that Italian banks and services were cultural mediators between the local communities and the smaller Italian manufacturers, helping them to ‘feel at home.’ In the eyes of Italian entrepreneurs, the more Italian banks and service firms were active in the region, and the more national and local governments adopted neoliberal reforms, the more they became European, and the more the ‘East’ was pushed back.
Local partners and employees constructed the Italians in contrasting ways. Although they positioned themselves as ‘learning from’ the more ‘advanced’ Westerners, both Slovaks and Romanians saw Italians as occupying a lower moral ground. Italians, at least in the early 1990s, were ‘not serious,’ uneducated, hagglers like gypsies. Moreover, from an ‘Eastern’ perspective, the boundaries of what constitutes ‘West’ and ‘Europe’ are fuzzy. Italy is Europe, because it is a mature capitalist country and one of the original members of the EU. At the same time, Italy is not really Europe, because of the popular stereotypes of Mafiosi and political corruption. In presenting those findings, this paper suggests that further research is needed on the ways in which ‘others’ construct the ‘West.’ Thus far, most of the literature has adopted a western perspective – even when the author is from the East, like in the case of the Bulgarian Maria Todorova, - arguing that the East is constructed in a negative light in order to claim a superior identity of the ‘West.’ Even when an ‘Eastern’ perspective is adopted (Bakić-Hayden), the eastern actors claim a western identity in order to orientalize their immediate neighbors. Instead, the question of how Slovaks, Romanians, and others have actively constructed ‘others’ (among which Westerners) to claim their own identity is still relatively unexplored. 
Finally, this paper destabilized the concepts of ‘East’ and ‘Europe.’ From the standpoint of Italian investors, ‘Europe’ is not at all an entirely positive concept. Europe implies “rising costs without giving back anything to the industry”, while Slovakia “will soon have the same problems of Italy” (interviews). In practice, the neoliberal project of the EU carries an internal contradiction as it provides the stability to increase commitment and spread business networks, but also contains the preconditions for pushing cost sensitive firms towards further outsourcing. Therefore, the ‘East’ of Italian entrepreneurs’ is both a ‘dark side’ of Europe, but also a land of opportunity.
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Map 1 Areas investigated in the fieldwork research
In the present article data from interviews in Bulgaria were not used.
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Table 1: Where do Italians invest? 

The table shows the employment generated abroad by Italian manufacturers in the textile and clothing sectors. It highlights the key role of New Europe in the pattern of internationalization of Italian manufacturers.

Source: adapted from Corò and Volpe, 2006 
	
	Eastern Europe
	Mediterranean
	China and India
	Total
	Index 1996=100

	2003 
	117,054 
	16,792 
	69,802 
	203,648 
	280 

	2001 
	103,889 
	14,987 
	50,005 
	168,880 
	232 

	1996 
	38,612 
	9,227 
	24,975 
	72,814 
	100 


� Funded by a Doctoral Dissertation Improvement Grant from the National Science Foundation, Off Campus Dissertation Research Fellowship from the Graduate School of the University of North Carolina at Chapel Hill, Doctoral Research Travel Award from the University Center for International Studies (presently called Center for Global Initiatives) of the UNC-Chapel Hill, Dissertation Completion Fellowship from the Graduate School of the UNC-Chapel Hill, this paper draws on empirical research undertaken between 2005-2006 from a project entitled ‘the Relationship between the Processes of Outsourcing of Italian Textile and Clothing Firms and the Emergence of Industrial Districts in Eastern Europe’


� 19th Century European novels provide good examples of those constructions: Konrad’s Heart of Darkness – savage Africa; Kipling’s Mowgli – mystic India; in Pushkin’s Captain’s daughter  the Russian author accepts an orientalizing discourse by describing Russia as ‘barbarian.’


� Because their customers paid their orders in Euros, and wages were paid in the local currency.
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