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Geographical Co-Location,
Social Networks and Inter-firm
Marketing Co-operation: the
Case of the Salmon Industry

Christian Felzensztein, Eli Gimmon and Sara Carter

This study looks at the factors that influence the development of marketing co-operation
among cluster-based firms. It examines data from SMEs operating within the salmon
farming industry in two different regions: Scotland and Chile. Analyses indicate that
informal social networks help explain the observed relationship between geographical
proximity and inter-firm marketing co-operation, especially for firms located in peripheral
rural communities. A theoretical model is proposed for further research in the field that,
until recently, has been traditionally analysed only by economists. Practical implications are
suggested for practitioners and policymakers.
� 2010 Elsevier Ltd. All rights reserved.

Introduction
The role of regional clusters in the development and growth of entrepreneurial firms has been a key
research theme in entrepreneurship and management literature over the past two decades. This
research has focused on issues relating to economic externalities: economies of scale or scope
and the effects of knowledge diffusion or, as Krugman defined them, knowledge spillovers.1 This
paper investigates industry-based networking and co-operation activities within regional clusters,
with a specific focus on marketing.

Although the idea of firm-level marketing co-operation has been mooted as a potential benefit
arising from geographic agglomeration, little research has been undertaken to support this claim,
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and the impact of clustering on marketing activities in a domestic and international context
remains unclear.

Prior research provides conflicting views regarding the importance of geographical proximity on inter-
firm co-operation and how this may be influenced by developments in communications technologies. In
a study of the effect of geographical proximity on new product development, it has been suggested that
‘‘to date, the cluster literature is largely silent on the relationship between geographic proximity and
alternative modes of communication such as fax, e-mail, and electronic discussion groups. Intuitively,
there is no reason to expect that physical closeness should enhance these other forms of communication,
because most of them have been developed to overcome physical distance.’’2 However, other authors
have observed that in less developed economies, such as Latin American countries, face-to-face commu-
nication still holds great importance in developing marketing practices.3

It is possible that different types of networking activity favour different geographical scales.4

Global networking appears to be important for intangible factors such as knowledge and learning,
but local interaction is required for the provision of tangible resources, such as labour and sup-
pliers. The extent to which technological advances diminish the advantage of geographic clustering
remains unclear, and there is a need to explore whether spatial proximity remains important and
for which activities.

This study explores the potentially beneficial effects accruing from regional industry clusters by
focusing on the role of geographic co-location and the influence of social networks in the devel-
opment of firm-level marketing co-operation. We compare a single industry, salmon farming, in
two very different countries, Chile and Scotland. We define inter-firm marketing co-operation as
the positive externalities that create specific marketing benefits, as a result of active participation
between co-located firms. Inter-firm marketing co-operation is a specific type of externality,
compared with the economic externalities traditionally explained by economists.5 Inter-firm
co-operation in marketing captures many types of co-operative arrangements, including joint
ventures, market research and joint marketing activities, joint distribution strategies, joint prod-
uct development and co-branding. Such inter-firm co-operation can be either vertical with buyers
or suppliers or horizontal across value chain activities.

The contribution of this study lies in the analysis and the development of a novel theoretical
model presenting the role of geographical proximity and social networking in the creation of
inter-firm co-operation in marketing. It brings a strong marketing and managerial focus to a topic
traditionally reserved for economists. Such an approach may prove useful for practitioners, such as
managers, entrepreneurs and trade associations, by improving their understanding of how small co-
located firms can work together using informal social networks.

The next section of this paper highlights the literature on geographic co-location and social net-
works, and develops a theoretical model for further research. Then, the research methodology, data
collection and industry selection are presented and the main results are discussed. Finally, implications
for practitioners and policymakers are outlined, and a research agenda for inter-firm co-operation in
marketing is proposed.

Theoretical development

The influence of geographical proximity on social networks and on inter-firm co-operation
Research on economic geography has traditionally focused only on the direct effect of geographical
proximity on inter-firm co-operation. In more recent years, more nuanced perspectives on inter-
firm relationships have emerged, bringing increasing policy and research interest in localised networks
and regional innovation systems that derive support and competitive advantage through highly local-
ised inter-firm interaction. Brown and McNaughton argue that the establishment of firms at a partic-
ular location is as much a matter of historical accident as anything else.6 The subsequent attraction of
more firms depends on the economies of scale and positive externalities.7 However, the importance of
these issues may differ across industries: for example, in natural resources industries, it is the location
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of resources in specific areas that leads companies to co-locate. The firm’s location in the overall
specific network is what Gulati8 calls ‘‘positional embeddedness’’. Nevertheless, it is well known in
economic geography that this kind of regional network might be limited by location-bound resources
and that regional lock-in may occur, leading to the decline of an entire network.

To be precise about the terminology relating to clusters, this study defines the concept of co-
location as geographical agglomeration, or close physical proximity among firms in specific regions
within a country. It also uses Porter’s definition of regional clusters, being ‘‘a form of network that
occurs within a geographic location, in which proximity of firms ensures a certain form of com-
monality and increases the frequency and impact of interaction’’.9

Inter-firm interaction in localised clusters is best viewed within the local social and cultural con-
text. Research has focused on concepts acknowledged by Porter as being ‘‘social glue’’. Some au-
thors suggest that the social process of learning and innovation in inter-firm co-operation works
best when partners are physically close enough to allow frequent interaction and effective exchange
of information.10 The social process that is embedded in regional communities that share a common
knowledge base and culture may be the best facilitator for inter-firm collaboration.11 Close prox-
imity at regional level facilitates frequent face-to-face interaction in both formal and informal set-
tings.12 This process creates a common language or code of communication, sometimes called tacit
knowledge, through repeated interaction over time. This, in turn, leads to the creation of regional
institutions that help reinforce the right environments for inter-firm interaction.13

Recent work stresses the importance of clusters and industrial districts as ‘‘social network topog-
raphy’’.14 The literature on strategic management and co-location highlights the importance of geo-
graphical proximity in providing repeated interactions, promoting the development of informal
social and professional networks that serve as conduits for information exchange about important
technological developments and emerging market opportunities.15 Repeat interaction enables ex-
change partners to observe and monitor each other’s behaviour, providing a means to develop
norms of exchange and trust based on the expectation of future interaction. Co-location provides
interaction opportunities and the sharing of experience necessary for inter-organisational collabo-
ration, especially when there is a high degree of tacit knowledge.

This suggests that repeated interactions combined with overlapping social and professional con-
nections provide concentrations of firms engaged in similar activities in a particular location with
an environment that facilitates trust, rapid and effective diffusion of ideas and opportunities for
collaboration. Thus, we propose:

P1 Geographic proximity influences inter-firm co-operation in marketing, mainly through social
networks.

The influence of networks on inter-firm co-operation
Networks can be the basis of a rich information exchange that enables firms to learn about new alliance
and market opportunities with reliable partners.16 The development and gradual building of relationship
networks influences a firm’s conduct and its collaborative activities. Literature identifies three broad types
of networks: exchange networks, involving commercial relationships with customers and suppliers; com-
munication networks, involving individuals who provide a firm with contacts and knowledge to inform
business activities (for example, with industry bodies); and social networks, including formal and informal
relations among friends and other connections that provide support to owner-managers.17

Close proximity at regional level facilitates frequent face-to-face

interaction in both formal and informal settings
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Social networks have a broader scope for development, and are a key element in personal and
organisational relationships in locally-embedded firms. The building of social networks implies
a degree of mutual trust among partners, limiting the cost of co-ordination between partners
and minimising the risk of hazardous behaviour by alliance partners. Thus, the development
of social networks can be seen to shape firm behaviour and performance. The positive effects
of network resources have been shown to be applicable even to newly-formed entrepreneurial
firms.18

Social networks depend on interaction. At the firm level, this raises issues of trust and commit-
ment. Coutler and Coutler assert that trust may be seen as a complex construct that includes integ-
rity, honesty and confidence that one party places in another.19 Trust also involves issues of
credibility among parties and implies an active participation in the ‘‘soft social elements’’ of
inter-firm co-operation. Consequently, trust is an important influence on interpersonal and
inter-group behaviour as well as a critical element of competitive success in firms. Commitment
can be seen as an important element for developing and maintaining a successful relational ex-
change among firms, enhancing efficiency and effectiveness of marketing relationships. Coote et
al defined relationship commitment as a long-term exchange partner’s desire to maintain a valued
relationship.20 Furthermore, it predicts willingness to co-operate.

Informal contacts play an important role in building social networks, helping the international-
isation of entrepreneurial SMEs especially those located in small export-dependent countries.21 At
the same time, informal relations and the interaction between firms and their local environment are
key issues for the development of trustful co-operation.22

According to the ‘‘new economic sociology’’ of Granovetter, in the analysis of social networks the
notion of strength deals with the combination of volume of time, emotional intensity, intimacy and
reciprocity that characterises ties between firms or individuals.23 Stronger ties involve larger time
commitments, stronger sentiments of friendship, stronger feeling of similarity, and therefore, a bet-
ter sense of community. Previous research suggests that informal networks are more likely to share
small ideas rather than strategic knowledge, and that inter-personal communication is relatively
more important for sharing knowledge with customers than with competitors.24 As for formal so-
cial networks, being a member of business networks such as trade associations provides opportu-
nities for the development and maintenance of weak ties.

Designing social networks with the aim of building inter-firm co-operation is no easy task. One
of the fundamental problems is the inherent tension between co-operation and competition be-
tween firms. This tension creates a ‘‘social dilemma’’ among partners, which have to decide between
competitive and co-operative approaches.25 Firms are motivated to co-operate if a potential partner
has complementary goals and objectives, as well as similarity in corporate cultures and values.
Industry-level factors that may affect inter-firm co-operation include the stage of development of
the market, as well as competitive uncertainty of firms.26 Therefore, we propose:

P2 Social networks, at both formal and informal levels, influence inter-firm co-operation in marketing

Theoretical model
The main purpose of this study is to develop our understanding of the relationship between geo-
graphic co-location and inter-firm co-operation in marketing by introducing the mediating role of
social networking. Thus, the focus is on the direct and indirect influences of geographical

Firms are motivated to co-operate if a potential partner has

complementary goals and objectives
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co-location and social networking in inter-firm co-operation in marketing. The theoretical model
and propositions are derived from the literature presented above.

Figure 1 represents the following relationships: the direct influence of geographic co-location
on inter-firm co-operation derived from traditional research in economic geography, and the
indirect influence of geographical co-location on inter-firm co-operation through social net-
working. As a mediator of the relationship between geography and inter-firm co-operation,
social networking is directly related to both geographic co-location (P1) and inter-firm
co-operation (P2). These proposed links between geographic co-location and social networking,
and between social networking and inter-firm co-operation are derived from recent research in
economic sociology and management. According to the literature, both geography and social
networking are expected to exert an influence on inter-firm co-operation; however, this may
be in different intensities due to the directness or indirectness of the relationship. Moreover,
in this model we have represented two aspects of our proposed mediator, namely formal and
informal social networks.

While previous studies focus on general co-operation including strategic partnerships, this study
specifically concentrates on marketing co-operation. Therefore, it refers to inter-firm co-operation
in marketing activities, which is understood as a group of firms using combined resources to co-
operate in marketing and/or sales activities at local and/or international levels. This intrinsically in-
volves the elements of the marketing mix: price, product, distribution and promotion, especially
when they are used at strategic levels. These relationships may be between actor firms at the
same level in the value chain, representing a form of ‘‘symbiotic marketing’’.27

In the next section the methodology is presented and justified with the aim of exploring the con-
cepts and relationships presented in the theoretical model. The study was designed to develop a bet-
ter understanding of the concepts and to build stronger foundations for future research, rather than
providing a definitive confirmation of our theoretical model.

Methodology and fieldwork
In order to explore the theoretical model, field research using a multiple case study approach was
conducted and then expanded using inductive reasoning.28 We selected two countries to enhance
the validity of the results: Scotland and Chile, leading producers and exporters of farm salmon.

Although the use of case studies raises issues of external validity and generalisability of results,
this approach has many advantages, particularly for exploratory research, and was conceived to
best fit this research. The study was based on a sample of 13 entrepreneurial SMEs in two regions
in Scotland (northwest Scotland and the Shetland Isles) and two regions in southern Chile (IX and
X regions). All these firms were founded by entrepreneurs who are now also the firms’ managing
directors. Data for the study was collected using semi-structured personal interviews. A summary of
the sample characteristics is presented in Table 1.

The interview process
Each interview was conducted in situ in the main offices or processing plants where managing
directors (MD) of the selected firms were located. In Scotland this was in Perth, northwest Scotland

 Geographical Proximity                Social networks        
                                  P1

Inter-firm co-operation
in marketing 

Formal

Informal

P2

Figure 1. Theoretical model based on previous research
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and the Shetland Isles. In Chile, the interviews took place in the cities of Villarrica, Puerto Montt
and Puerto Varas. Managing directors were found to be the most appropriate contact for the in-
terviews as they would have a ‘‘total picture’’ of the importance of their firms’ co-operation, or
non co-operation, in the marketing activities within the industrial district or regional cluster.
The use of managing directors/owner-managers as key informants in this kind of study is a conven-
tion of small firms’ research.29 Interviews were conducted in the local language, transcribed and
translated by the lead researcher.

The aim of the interviews was to collect pertinent data that would assist in the understanding of
the concepts being investigated and the sectoral context in which they took place. Content analysis
of the interviews was performed to understand how and in which ways firms co-operate in market-
ing activities in their regional cluster.

Industry selection
The selected companies were drawn from firms participating in the value chain activities of salmon
farming, a primary industry that makes a substantial contribution to the regional economies of
both Scotland and Chile. This particular industry was chosen for diverse reasons. First, it possesses
similar characteristics in two countries with different levels of economic development and distinc-
tive cultures. Second, it is located in specific geographical regions, contributing directly to the local
economic development of rural and remote areas of each country. Third, obvious inter-connections
in value chain activities, combined with geographical specificity, suggest that this industry consti-
tutes an industrial district or cluster in both countries. Finally, Chile and Scotland are the second
and third largest producers and exporters of farmed salmon (after Norway) and are thus important
players in the global farmed salmon products market. Collectively, these characteristics suggest that
this industry sector can be usefully investigated for comparative purposes. In addition, the annual
production of farmed salmon has increased by a factor of 40 in the past two decades, making it one
of the world’s fastest-growing food industries.30

From a marketing and sales point of view, the salmon industry in Chile and Scotland is quite
different. The Chilean industry concentrates more than 95 per cent of its sales in foreign markets,
mainly the US and Japan, and has lower production costs and higher production capabilities than
Scotland. In contrast, the Scottish industry concentrates its marketing activities and sales in the
local UK market and European countries. Within the EU, France remains its key target, using
the ‘‘Label Rouge’’ mark as a strong promotional tool. The ‘‘cluster strategy’’ is also different in
Chile and Scotland. The former has had until recently a ‘‘bottom-up’’ approach, led by the local
companies with minimum government intervention. The latter uses a clear ‘‘top-down’’ approach,
the industry being an integral part of the Scottish Food and Drink Cluster, which is led by the de-
velopmental agency for Scotland, Scottish Enterprise. As the industry has become increasingly in-
ternationalised and competitive, new co-operative strategies among ‘‘similar’’ producing countries,

Table 1. Sample characteristics

Country Type of

organisation

Geographical

location

Size of firms Vertical integration

of firms

Internationalisation

of firms

Chile Firms¼ 4 Rural¼ 2 Small¼ 2 No integration¼ 2 Export¼ 2

T.A.¼ 1 Urban¼ 3 Micro¼ 2 Full integration¼ 2 Local market¼ 2

Scotland Firms¼ 6 Rural¼ 4 Small¼ 4 No integration¼ 2 Export¼ 4

T.A.¼ 2 Urban¼ 4 Micro¼ 2 Full integration¼ 4 Local market¼ 2

Total (n) 13 13 10 10 10

T.A.¼ Trade Association. Micro firm¼ less that 10 full-time employees. Small firm¼ between 10 and 50 full-time
employees.
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as well as joint marketing activities by producers from a particular country, are expected to be the
future trends.

Results

Scotland
Four interviews were conducted in northwest Scotland, labelled (S), including one with the Trade
Association (T.A.-S1) located in central Scotland, and four interviews were conducted in the Shet-
land Isles (Sh), including the local trade association (T.A.-Sh1). Table 2 presents the summary of
the interviews that were conducted in northwest Scotland and the Shetland Isles.

These summary results show that all the key informants interviewed consider geographical prox-
imity as not particularly important for the development of inter-firm marketing co-operation. One
respondent (S3) stated: ‘‘Geography is not important for marketing relationships, but it is for building
social networks and collaboration in the production process. the internet has changed the rules of ge-
ography. Now we can collaborate with companies in London or in Japan, we communicate and sell over
the internet.’’

Another company (S2) specified the benefits of distance between firms engaging in collaborative
marketing: ‘‘Distance is quite healthy for the development of long-term inter-firm co-operation in mar-
keting especially if we co-operate with suppliers’ firms.’’

According to the Scotland-based interviews, it appears that close proximity is not the main ele-
ment that facilitates the development of inter-firm co-operation in marketing, although we know
from other research that it does play a role. The widespread adoption of the internet and other elec-
tronic communication has not only made communication easier but it has changed the rules of
geography.

In spite of these comments, we should be aware that the role of distant partners in making suc-
cessful marketing co-operation is different if those firms are substitutes (e.g. competitors) or com-
plementary (e.g. buyer-seller relationships), as is the case for the respondents quoted above.

Although geographical proximity was seen as less important for marketing collaboration, respon-
dents specified the importance of social networks in the development of inter-firm co-operation. As
T.A.-Sh1 explained:

‘‘Collaboration is more about personal relations; most of the time we collaborate because we trust,
we know or we are friends to each other.’’ Another respondent (S1) expanded on this: ‘‘Scotland is
a small country. Everyone knows everyone and informal social relations are important.’’

Apart from informal relationships, other social elements are seen as important factors that help
with the development of inter-firm marketing co-operation: ‘‘Understanding of each other with pro-
fessionalism is an important issue for long-term inter-firm co-operation in marketing’’ (S2). Another
respondent expanded on this point: ‘‘.trust and knowing each other are important in informal
contacts . being responsible to each other and having mutual support are the key issues for successful
co-operation.’’ (Sh2)

It appears that while there are plenty of informal relationships within the industry that are con-
sidered important by the protagonists, little communication focuses on marketing, largely because
a competitive ethos prevails. A majority (65 per cent) of the companies interviewed believed that
competition is stronger than co-operation in this particular industry. A reluctance to share specific

The widespread adoption of the internet and other electronic

communication has changed the rules of geography
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Table 2. Summary of exploratory interviews in Scotland and Shetland isles

Company/

Organisation

Close proximity

is not important

for joint

marketing

activities

Informal

relationships

are important for

inter-firm

co-operation

in marketing

Trust, commitment

or other social

elements are

important for

inter-firm

co-operation

Competition is

stronger than

co-operation/‘Free

rider problem’

It has some joint

marketing activities

with competitors

It has other forms

of co-operation

(not marketing)

with other firms

Rely on trade

association for

marketing

activities

S1 O O O O O
T.A.-S1 O O N/A O N/A

S2 O O O O O O
S3 O O O O O
T.A.-Sh1 O O O N/A O N/A

Sh3 O O O O O
Sh5 O O O O
Sh6 O O O O O

T.A.¼ Trade Association. S¼ Company in Scotland. Sh¼ Company in Shetland.
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marketing strategies or work together in collaborative arrangements can be attributed to the threat
of opportunistic action by ‘‘free riders’’. ‘‘There is some general collaboration, but each company has
their own interest, strategies and markets.’’ (T.A.-Sh1) Other companies are seen as competitors, as
S1 explained: ‘‘.we work independently.and this is much a part of the general Scottish culture’’. Not
only does it appear that competition is a stronger force than co-operation, some respondents attrib-
uted this to a specific national cultural norm towards individualistic behaviour.

In spite of operating within an ‘‘individualistic’’ business environment and in a highly compet-
itive sector, the companies located in rural areas of the Shetland Isles were perceived as more co-
hesive and more willing to co-operate with competitors in marketing activities. Marketing
collaboration had been encouraged by the local trade association (T.A.-Sh1), with the creation of
co-operative associations among the smaller firms. Moreover, T.A.-Sh1 has also developed alliances
with other primary-related producers in the area (e.g. Seafood and Shellfish Shetland’s Producers
Association). While all the participating companies stated they had some kind of co-operation
with competitor firms e horizontal co-operation often geared around production
processes e only two firms had specific joint marketing activities with other companies. One
firm (S2) co-operates closely with another primary producer in the UK, and in doing so, has
attempted to achieve competitive advantage in a niche market. As the managing director explained:

‘‘Having mutual understanding of our business and a unique niche strategy make us more
competitive. For example, we work in partnership with another seafood company developing
premium products for Marks and Spencer. Our business and this partnership are very profitable
for us.’’

Another firm (Sh3) has also developed a collaborative marketing arrangement, which has en-
tailed co-branding on a product range, joint sales efforts to foreign markets and joint exhibitions
in trade fairs. However, these joint marketing activities are viewed as short-term mechanism to gain
market entry:

‘‘.At the beginning it is better to go as a group, there is more strength. Later, it becomes a one-to-
one relationship with customers. To be more precise, from being located in Shetland and due to our
co-operation with other local companies, we can sell our products to the Japanese market. We can
do it thanks to the internet as we have a collaborative arrangement with local companies to have
a common brand for this market. We are very profitable doing that and selling our Shetland smoked
premium salmon.’’

Results in Chile
Five interviews were conducted in Chile. Besides the trade association (T.A.-Ch), located in San-
tiago (central region), two companies (Ch2, Ch7) from southern Chile (X region) and two compa-
nies (ChN8, ChN9) from southern Chile IX region (outside the main regional cluster area) were
interviewed. Table 3 presents the summary of these interviews.

The results show that the majority of companies considered close proximity as relatively unimportant
for the development of joint marketing activities. Ch2, for example, stated that co-location was not the
key issue for inter-firm co-operation in marketing: ‘‘Geographical proximity does not influence inter-firm
co-operation in marketing, which can be done with companies located everywhere. For example, as we do
with companies in Norway for technical co-operation or with our Japanese buyers.’’

Co-location was considered an important factor for the development of social networks. A fur-
ther antecedent factor was the existence of synergies among different industries and companies
which were seen as precursors to the creation of joint efforts: ‘‘Geography helps to create the right
environment for informal social relationships in embedded local communities and regions.’’

From the Chilean interviews, it seems that close proximity is not the main element but facilitates,
in certain ways, the development of inter-firm marketing co-operation. Informal social relation-
ships were also seen as important for the development of inter-firm co-operation in marketing.

ARTICLE IN PRESS

Long Range Planning, vol -- 2010 9

Please cite this article in press as: C. Felzensztein et al., Geographical Co-Location, Social Networks and Inter-firm Marketing

Co-operation: the Case of the Salmon Industry, Long Range Planning (2010), doi:10.1016/j.lrp.2010.02.006



Table 3. Summary of exploratory interviews in Chile

Company/

Organisation

Close proximity

is not important

for joint marketing

activities

Informal relationships

are important for

inter-firm co-operation

in marketing

Trust, commitment

or other social

elements are important

for inter-firm

co-operation

Competition is

stronger than

co-operation/‘Free

rider problem’

It has some

joint marketing

activities with

competitors

It has other forms

of co-operation

(not marketing)

with other firms

Rely on trade

association for

marketing

activities
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Although there is strong competitive rivalry within this industry as well as a highly individualistic
business culture in Chile, which is in line with and supported by previous findings, only two of the
five companies stated that competition is stronger than co-operation in their industry.31 For these
firms, competitive pressures (same customers, similar export markets, etc) overrode the incentive to
share marketing strategies or work collaboratively with competitors in joint marketing. Therefore,
we can suggest that local competition is not perceived as stronger than co-operation in the Chilean
industry.

Collaborative marketing efforts were more appealing when developed with firms in non-
competing complementary industries or with downstream or upstream firms, regardless of their
geographical location. However, the case of a micro-enterprise, with resource constraints hav-
ing fewer than five full-time employees (ChN8), enabled a rather different insight; as this
owner-manager explained: ‘‘Close geographical proximity with other companies is useful for mak-
ing more informal social contacts with people from other companies and then, for co-operation.’’
For this company, the usefulness of co-location in creating marketing co-operation may be ex-
plained by its size, structure and resource capability. A general dissatisfaction with their focus
and a failure of trust meant that the Chilean small and micro companies did not rely on their
trade association for the development of marketing activities. As ChN8 explained: ‘‘The trade
association does not understand the problems and different perspectives of small firms. We are
not part of the association because of our financial constraints, but also because the trade associ-
ation concentrates its efforts working with large firms and subsidiaries of multinational
companies.’’

One company (Ch2) expressed a preference to co-ordinate its own marketing activities without
interference from a third party. These examples demonstrate some of the characteristics present in
individualistic business societies, which differ to some extent from those ideas expressed by the
firms located in smaller communities, such as the Shetland Isles.

Results of this study show that neither of the micro and small Chilean companies had relied on
the trade association to assist in the development of their collaborative marketing arrangements.
The managerial focus for these companies was one of active entrepreneurial-collaborative behav-
iour, rather than taking a passive and traditional SME approach to marketing activities. The
owner-managers had a direct influence on the development of co-operative marketing strategies
and a positive stance towards co-operation. Both were more important factors than close proximity
in the development of joint marketing activities.

Results also show social networks were important for inter-firm co-operation in marketing.
There, the ‘‘relational mix’’ and issues of ‘‘social topography’’ were crucial antecedents for collab-
oration in marketing, including more perceived intensity in rural communities. Results of cultural
differences show that trust is more important in Chile than in Scotland e although managers
stated that there is a mistrust culture in Chile e and that trade associations are more important
in Scotland than in Chile in facilitating inter-firm co-operation for smaller entrepreneurial firms.
This last issue may be explained by the fact that there is more than one trade association for the
industry in Scotland. Therefore, all the participant companies, including SMEs, feel part or rep-
resented on it.

Discussion and conclusions
Some tentative conclusions can be drawn from these results. The data suggest the importance of
social networks, and in particular informal social networks, in explaining the relationship be-
tween geographic proximity and inter-firm marketing that has been demonstrated in previous
research. We consider geographical proximity to be beneficial for the development of social
networks, building ‘‘social glue’’ and trust between individuals within this specific industry.
Close proximity also enhances face-to-face communication, helping the development of rela-
tional ties, which are special for inter-firm interactions. Furthermore, it seems that co-
location is perceived to be useful in sharing general ideas with other individuals within the

ARTICLE IN PRESS

Long Range Planning, vol -- 2010 11

Please cite this article in press as: C. Felzensztein et al., Geographical Co-Location, Social Networks and Inter-firm Marketing

Co-operation: the Case of the Salmon Industry, Long Range Planning (2010), doi:10.1016/j.lrp.2010.02.006



industry. However, all of these can be only achieved through the development of informal
social networks.

Managers and academics need to be aware that the relationship between co-location and social
networking is complex to analyse separately. Geographical proximity can assist the social elements
of networking which, in turn, help build strategic collaborative arrangements in marketing, which
contribute to enhanced performance. The results also suggest that the use of electronic means for
communication facilitates inter-firm collaboration with partners located anywhere, especially when
this collaboration is achieved vertically.

Clearly, elements of social networking are important for inter-firm co-operation and their effect
seems to exceed the influence of geographical proximity on inter-firm co-operation in marketing
activities. Moreover, communication and social networks are relevant in providing information
to firms in regional clusters. Respondents viewed the concept of networks as being closely related
to the concept of a personal community composed of informal ties, which are socially close but may
be physically distant. Consequently, the concept of proximity needs to be considered as being not
only spatial but also social, assuming organisational and relational forms in which firms and entre-
preneurs relate to each other.

The results also provide insight into the development and use of entrepreneurial networks, which
may be developed through formal organisations, such as trade associations, or through upstream or
downstream industry linkages. This study revealed that small companies in the Chilean salmon
farming industry did not believe they were valued participants of the trade association and therefore
did not develop a formal network. In contrast, small companies located in Scotland were supported
and encouraged to be active participants in their trade associations and consequently developed for-
mal networks. Overall, there were more opportunities for marketing collaboration in the smaller
communities of Scotland, such as the Shetland Isles, than in small firms in Chile.

In summary, these results support our model and propositions. More specifically, social networks, par-
ticularly informal social networks, were found to strongly influence inter-firm co-operation in marketing.

While this study did not explicitly analyse the cultural influences related to inter-firm marketing co-
operation, the results provide insights into the role and influence of regional and country specificity. At
the general country level, respondents in Scotland expressed the view that competition was stronger than
co-operation and that this was influenced by a cultural tendency towards ‘‘individualistic’’ business
behaviour. However, cultural differences were found to be different at the regional level where in rural
communities such as in the Shetland Isles, the effect of social networking on inter-firm co-operation was
stronger than in urban areas. It is clear that inter-firm marketing co-operation is influenced by the spe-
cial characteristics of specific regions within countries. Firms located in the Shetland Isles manifested
a more cohesive and collectivistic type of behaviour. The cultural context of particular regions and rural
communities within countries may be influential in the study of localised clusters.

The findings of this study are illustrated in Figure 2, where relationships are somewhat different
in comparison with Figure 1, which includes findings of prior research. The contributions of our
study are the following:

(1) Social networks mediate the relationship between geographical proximity and inter-firm
co-operation;

(2) The effect of social networks is related mainly to informal rather than formal social ties. Thus,
firms need to adopt this more sociological understanding that the development of informal social
networks is a key element for enhancing better levels of co-operation among them;

The concept of proximity needs to be considered as being not only

spatial but also social
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(3) Cultural context, which is proposed to moderate these relationships, may matter when regional
specificity influences inter-firm co-operation, as we found in the case of the rural communities of
the Shetland Isles in Scotland. Although our study deals with only two countries, we suspect that
cultural environment in many countries may also have a moderating influence, as shown in
Figure 2.

Managerial implications
The results of this study support the argument that information and communication technologies
are leading to the death of distance. It has been mooted that the effects of distance have been eroded
by the widespread diffusion of new communications technologies, such as e-mail, Skype and Face-
book. Practitioners may take advantage of these new communication modes in order to operate
more effectively, whether co-operatively or competitively, within globalised value chains.

Within this study, firms that utilised social networks for inter-firm co-operation in marketing
perceived benefits and positive externalities. We suggest practitioners should not be wary of
co-operation at both vertical and horizontal levels, since this should not diminish their firms’ com-
petitive advantage. On the contrary, co-operation through social networks may make firms stronger
and more competitive by developing economies of scale to withstand pressures caused by global
economic recession or the search for cheaper prices.

An additional managerial lesson for emerging countries, such as Chile, is the urgent necessity to
create new trade associations that represent SMEs. This will allow more social and informal inter-
action between firms, enhancing the possibility of further inter-firm co-operation. This suggestion
is also applicable for public policies aiming for more local and international competitiveness of
SMEs in emerging economies in the Latin-American context.

In regard to the cultural context where firms are located, Figure 3 highlights some of the impli-
cations for practitioners in order to enhance marketing co-operation within regional clusters. Social
networks should be exercised in order to yield inter-firm co-operation in marketing. Geographical
co-location may facilitate and enhance informal networking as it is perceived to be useful in sharing
general ideas with other individuals within the industry, but not in sharing strategic information.
When cultural environment or geographical distance inhibits social networks, managers should
pursue inter-firm co-operation in order to benefit from marketing externalities.

Limitations and directions for future research
Findings and conclusions based on this study need validation due to its limitations. The rather
small number of cases in two countries cannot be said to be representative in a statistical sense.
The multiple case study approach inherently entails cases of different characteristics which limits

        Geographical Proximity Informal social networks

Regional culture environment

  Inter-firm co-operation 
in marketing

Country cultural environment

Figure 2. Lessons to academics: Theoretical model based on this study
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the analytical assessment of the relationships under the scope of the research design. It is suggested
that a quantitative research of different clusters in other regions is needed to confirm the conclu-
sions of this study and the proposed theoretical model. At the same time, while this study did not
specifically focus on types of marketing activities that firms conduct, this is one important element
that should be considered in future research. Specific issues of supply chain and horizontal collab-
oration as well as the role of regional councils for enhancing co-operation, including several types of
institutional mechanisms or facilitators, such as diverse social ties and information technologies, as
well as including deeper analysis of specific regional cultural contexts along with country specificity
should be considered in the next stage of research.

As this study has shown, future cluster theorising also needs to place greater emphasis on the role
of electronic communications in transmitting technical content and in ways in which this affects the
inter-firm co-operation process.
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