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Strategic management of clusters: the case of the Chilean salmon industry

ABSTRACT

Over the last two decades the Chilean salmon cluster has shown remarkable development. However, it
is currently facing complex menaces that have become difficult to manage at the strategic level. This
article highlights the role of socia capital in the cluster’s emergence and rapid growth and aso in the
generation of the complex situation it is presently going through. A strong argument is made in the
paper about the crutial importance of the process of generation and administration of socia capital, as

central part of the strategic management of clusters.

KEY WORDS: Cluster, strategic management, Chilean salmon industry, social capital

1. INTRODUCTION

The Chilean samon industry has undergone an extraordinary economic evolution -by whatever
measure- in the last 20 years. It has grown rapidly from 1986 when it produced and exported US$ 5m
to its current worth of more than US$ 1,700m (2005). Today it is the largest producer of cultivated
salmon —a posgition for which it competes with Norway— with around a third of world production. In
this process Chilean entrepreneurs have competed with and replaced firms of countries with higher

relative devel opment.

An outstanding feature is the essentially endogenous character of this process —pushed by national and
local entrepreneurs- with relatively little state participation. Within their region, they have developed

what is normally understood as a cluster -that is, a geographically concentrated complex of producers
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that generate co-operation among themselves and facilitate the development of suppliers of previously
unavailable inputs and services, al this with a significant level of local innovation. This is a unique

occurrence in Chilean history.*

Despite this success, the Chilean salmon industry is having a number of social validation problems.
Certain practices, styles and ways of behaving are increasingly questioned by labor, environment and
political groups. Apart from the difficulties they imply for operations, these issues could potentially
affect its development, especialy in export markets which are both well informed and demand

compliance with appropriate standards.

This paper’s main object is to present a number of related interpretative proposals about the salmon
cluster’s success and the challenges it currently faces as well as proposed actions to deal with them,
paying particular attention to socia capital and its relation to strategic management. Given the scarcity
of hard information available, the scarce number of studies about this issue and the incipient literature
on clusters in countries similar to Chile, the paper does not pretend to establish definitive proposal's but
rather an agenda for research and development on this industry, with a perspective which differs from
previous work done about it. From an examination of this experience and the increasing role given to
clusters in economic development, the paper proposes generic elements for long term strategic

management of these conglomerates as well as future research issues.

! Montero, C. (2004).



2. CONCEPTUAL FRAMEWORK AND MAIN INTERPRETATIONS

Strategic management and the construction of social capital — keys to cluster devel opment

The main conceptual premise of this paper is that the central factor for the sustainable and harmonious
development of enterprises -and human and social organization in general- is the social capita
endowment they can command. Our view of socia capital is broad -it is understood as the capacity to
generate value in a socia organization from interactions and the strengthening of its members
potential energies and capacities around a common objective within a shared values framework.?* One
of the central thesis of this article is that social capital can be constructed in cultura contexts which

posses little, at high rates over relatively short periods of time.*

We argue that another key factor for the development of organizations is strategic management,
understood here as the set of conscious and deliberate design and execution processes -from the
generation of vision, mission and values to their implementation, follow up, evauation and continuous
redesign of strategy, structure, policies and projects- that allow the system as awhole to evolve from its

initial situation in the desired direction over the long term.

As a corollary of the above, we postulate that the strategic management of every human organization

ought to have as one of its main concerns to assure an endowment of social capital closely related to

2 What Jim Collins would call acore ideology (in Built to Last, 1994).

% From this perspective, social capital is made up of four components (Vignolo et al., 2002 and 2003):

i)  Human capital: the capacity to act by the nodes of a social network (persons) and in particular the capacity to produce
value in collaboration with others.

ii) Relationa capital: the quality of the collaborative network in which each person functions, in terms of quality and
quantify.

iii) Environmental capital: the quality of the social contexts in which people interact to produce value.

iv) Directional capital: the existence of a mission and a sense of mission that empowers, mobilizes and guides people and
organizations.

“ By conversational processes of “transformation in coexistence”, with direct interaction between people and emotional

participation. See for example, “Breakthrough leadership”, in the first special number in its 79 years of the Harvard

Business Review (Dec. 2001), which proposesto “break the interpersonal barriers that impede genuine human contact”.
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the complexity and dynamism of the organization and to the specific relevant context in which it
develops. We adopt in this analysis the premise that human organizations increase their complexity as

they evolve and grow.

Clusters are understood to be a group of geographically specific firms and institutions, with both
common and complimentary characteristics, linked by mutual dependence in the supply of specific
goods and services. It appears as an integrated production system, within which there is an important
network of relations where both co-operation and competition coexist. It is made up of alarge range of
mainly specialized actors -intermediate or final goods and services producers; firms that supply inputs,
capital goods, financia services etc.; distribution channels or clients; training institutions; relevant
research organizations; and public organizations involved in the development of cluster activities. Their
permanent and varied interactions are crucial for the achievement of positive results -in terms of greater

productivity and innovation and competitivity that alow the system to last over time.

Different stages of cluster development can be recognized, mainly by having as a reference the
traditional management practices of the business environment in which it evolves. The simple co-
existence of firms in a specific geographical location is not enough to congtitute a cluster. Clusters

evolve over time, and dynamics of the interactions between the constituent actors may change.

Our view is that non market and non hierarchic relations are key in cluster development and
sustainability, and thus the importance of social capital. Trust is the glue that keeps clusters together. It

is also the main component and the clearest proxy indicator of social capital.

Our interpretation is that even more than economic, structural and rational factors, the construction of
social capital was a key factor in the emergence of the sailmon cluster in Chile, and that the cluster’s
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present difficulties are due mainly to its deterioration, which has not been properly accounted for -
among other things because there are no metrics- nor sufficiently compensated by improved strategic
management. Moreover, it can be argued that even the cluster’s strategic management capacity has

been weakened, in large part due to the deterioration of social capital among its leaders.

3. THERISE AND FALL OF CHILE'SSALMON CLUSTER

Facts ard an interpretation from the social capital perspective.

a) Facts

Chile's salmon industry has experienced a very rapid and significant development over the last 25
years. In 2005 it exported 384,000 tons earning US$ 1,721 m., transforming the country into becoming
the largest trout exporter and second salmon exporter. Total investment over the same period was about
US$ 1,800 m. Salmon is Chil€ s third most important and the main renewable export. The industry has
created around 53,000 direct and indirect jobs and has had an important impact on the region where it
develops (located around 1,000 km to the south of Santiago). This is an impressive outcome, when
taking into account that at the beginning of thel970s it hardly existed and that salmon is not a native

species; its production had to be learnt and adapted to Chile’s conditions.

Chile’s initial salmon production began in the early 1980s and averaged about 10 tons annualy. In
1982, the Chile Foundation (Fundacién Chile), a public-private institution for the promotion of new
productive sectors, established a pilot salmon production firm to show the commercial viability of this
activity. Production was mainly based on small companies with national investment, imitating foreign
technology (particularly from Norway and Great Britain). Growth was rapid: in 1989 output amounted
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to 10,000 tons (seventh world producer with 4% of the market); by 1994 it was 100,000 tons (second
world producer with 18% of the market); in 2000, production had reached 300,000 tons (27% of the
world market); in 2002 it reached 500,000 tons; and in 2005 it exceeded 600,000 tons, (38% of the

world’s farmed salmon and trout production).

Although foreign investment has always been part of the industry, it was not until 1999 that it
accounted for 18% of production when two important Norwegian companies acquired local firms.

Foreign investment has increased since then with the entrance of additional companies.

Co-operative relations between companies were established early. In 1986 te Chilean Salmon and
Trout Producers Association (Asociacion de Productores de Salmén y Trucha de Chile) or APSTCH
A.G. was formed to co-ordinate the industry. From the start on the Association supported common
initiatives such as a national quality program (1987), phytoplankton monitoring (1988), seminars and
international promotion campaigns. Its leadership was instrumenta in the creation (1995) of the
Ingtitute for Salmon Technology (Instituto Tecnoldgico del Salmén or INTESAL), which co-ordinates
sector research and training. In 2002 the Association opened the membership to associated activities
such as packers, food producers, transport companies and others, and changed its name to Chilean

Salmon Industry Association (Asociacién de la Industria del Salmén) or SalmonChile

During its existence, the industry has had to face different charges concerning its commercial as well as
its sanitary and environmental practices. For example, North American producers complained about
dumping in 1997; environmental concerns have been raised by non governmental organizations
(NGOs) particularly since 2000; and recently restrictions on antibiotic use were imposed to meet the
norms of the main export markets. In response, the industry has been pro-active when faced with these
issues, mainly coordinated by SalmonChile. Among these responses was the signing of a clean
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production agreement with the government in 2002; the establishment of the Salmon of the Americas
(SOTA) aliance together with American producers to promote salmon consumption there; and from
2005, the development of an Integrated Management System (Sstema Integrado de Gestion) or SIGES,
a set of verifiable standards and procedures with international aknowledgement to guarantee a safe,
quality product in terms of food, labor and environment. In 2005, CORFO, the government
development agency, began a program to support the salmon cluster known as the Integral Territorial

Program (Programa Territorial Integrado or PTI).

The industry has experienced a growing number of mergers and acquisitions to achieve economies of
scale and vertical integration. Ten years ago there were over 100 salmon and trout firms — now there
are around 40. A similar process is occurring in other regions of the world, and has also had local
impacts due to the presence of foreign companies. A commercial sophistication has resulted in new
products with higher value added (for example, steaks fillets) and export market diversification. There
has also been an increase in investment diversification toward specific types of shell fish to take
advantage of economies of scope. However, on the other hand, questions about the industry’s

environmental and labor practices have intensified.

b) Interpretation

How is it possible that this development occurred so quickly and sucessfully in an industry mainly
associated with developed countries, without a significant state participation and in acluster format in a

country historically marked by “foreign enclaves’ and low trust levels®, the glue of clusters?

® “The World Values Survey 1995, 1997” (Institute for Social Research, U. of Michigan, 2000) shows the relatively lower
level of social capital in Chile compared to other countries, and “Panorama social de América Latina” (“Latin America's
social panorama’) (PNUD, 2002) shows the negative internal distribution of social capital. Both studies build indicators
based on polls, which refer to people’ strust in others, interest in policy issues and associativity.
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Main interpretations of this successful development have tended to focus on natural comparative
advantages (climate, oceanographic); favorable economic conditions (stable macro-economy, export
orientation etc.); and the availability of cheap labor. Acknowledging these issues, in this essay we hold
that the main factors that concurred to allow this remarkable process are related to the field of
leadership, emotions, values and the dynamics of relations between cluster actors -that is, to the
territory of social capital- and that the salmon cluster is an interesting case of the trilogy of “ideals,

values and emotions”.®

More specifically, we propose that the main elements that mark the rise of Chile's salmon industry and

cluster are’:

1) the pioneering spirit of a group of entrepreneurs, mainly professionals who migrated from the
country’s center and settled in the salmon region, hoping to use the comparative advantage of
Chile's southern oceans (aquaculture and fishing) and the policies that encouraged exports and
regional development.®

i) the willingness and capacity to collaborate among themselves in this work, partly motivated by
their limited experience and knowledge of this activity, geographic isolation, the precariousness of
work conditions and the absence of dominant firms.

iii) a clear understanding of the positive and negative externalities that need to be internalized through
co-operation and permanent contact and communication

iv) the need to collaborate in order to organize the minimum conditions necessary for them and their

families in education, health, recreation, and other fundamenta services.

® Proposed by Nonaka & Takeuchi in The Knowledge Creating Company (Oxford University Press, 1995) as the key
elements to explain innovation in Japanese firms.
" This section has been much helped by Gutiérrez, J. R. (2004). Mr. Gutiérrez is the president of Multiexport, a major
groducer, and past president of the Producers Association.

Not a few were hoping to abandon the stress and smog of Santiago, the capital city, where around 30 per cent of the
national population lives.
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v) the need to unite and generate a critical mass to face shared chalenges and threats such as their
commercial position in export markets, resolving administrative and legal issues with public
authorities, etc.

vi) the need for inputs and services, which led to the development of local suppliers.

vii) the need for “industrial workers’ in a predominantly agricultural, cattle and small fishing region.

All this congtitutes a foundational situation, in which the tendency to cooperate is high. The way to
address these needs and requirements is “dialoguing” (in Peter Senge's sense). This generates trust,
mutual knowledge, relations, attitudes and a spirit which are the soul of a cluster. If the contextual
conditions allow, necessity is the mother of invention. In this case the needs created the cluster,
fundamentally through a pioneering spirit and the collaboration of the main leaders during the

industry’ s early phases.

Initiatives such as the early creation of the Producers Association in 1986, the generic promotion
campaign of Chilean salmon in the USA pushed by the Association in 1994, and the creation of the
INTESAL in 1995, that may not come as a surprise to researchers from other countries, are very
infrequent in Chile, where associative practices have been historically very weak. So it is possible to
put forward the thesis that we are in the presence of a case of rapid socia capital accumulation where,
additionally, the created associativity allowed tackling complex issues belonging to the strategic

management domain, such as the joint positioning in previously non existent markets.

On the other hand, this pioneering situation and the entrepreneurial spirit, together with the
collaboration among founders, led to a management style that can be characterized by a focus on

“stakeholders’ and a sense of mission, distinct from the traditional style aimed at “shareholders’ and



“profits”.® Coexisting in the territory with relatively small communities was probably a fundamental
factor in generating also a “humane” style in the area of personnel management, in contrast to the more

traditional hierarchic and bureaucratic style, until today by far the most common in Chile.

4. TURNING POINT: THE INDUSTRIALIZATION OF THE INDUSTRY AND THE

DECLUSTERING OF THE CLUSTER

As the industry has successfully consolidated and matured, the nature of the cluster has changed. As
output continues to grow, the social capital of the cluster would appear to have diminished or at least
not to have grown at the required rates, in spite of the increasing needs for associativity linked to the
greater complexity and visibility of the sector.’® The industry faces numerous and increasingly
organized opponents with a capacity to influence regional, national and international opinion A clear
demonstration of the growing weight of these positions is the recent special session called by the lower
house of Chile's Congress (Camara de Diputados) to discuss criticisms of samon farming (an
infrequent practice in Chile) which then formed a Special Commission to investigate and propose

measures regarding these issues.

We propose, as a tentative hypothesis, that the following are the fundamental factors that explain the

deterioration of socia capital and the public image of Chilean salmon farming:

® Chaiton el al., 2000.
191t is most likely that social capital has declined in absolute terms, however this cannot be proved because of the lack of
information.
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a Industrial organization

i) Increase in industrial concentration and significant increase in the average size of producing
firms through mergers and acquisitions.*

i) Increase in vertica integration 2

iii) Incorporation of foreign companies integrated to final markets, aming at low cost production
for the first stage of their value chains.

iv) Increase in entry barriers, by volume of capital required and access difficulties to marine
concessions, making it more difficult for smaller local entrepreneurs to participate in the

industry.

As a whole these factors have reduced the need for collaboration among producers,

“commercialized” relations with suppliers and “industrialized” labor relations.

b) Industrial dynamics, associated with the cluster’s national and international visibility.

i) The focus on rapid growth and size of the leading companies has created imbalance in their
relation with the environment, which has not been taken @e of urtil recently as a main
srategic concernfor them.

i) The international significance acquired and the arrival of large Norwegian companies seem to
have meant a sort of “import” to Chile of developed countries detractors to salmon production

and an increase in the social resporsibility standards expected from salmon companies.

11 1n 1995, the ten largest firms accounted for 44.3% of exports, increasing to 50.7% in 2000 and then to 74.2% in 2005
(including firms with acommon owners).

12 Both waters above and below. E.g., in 1993 25% of the main production companies owned their own hatcheries and 50%
their own commercial distribution channels; in 2003 the respective figures were 84 and 100% (Gutiérrez, J. R., 2004).
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c) Cultural factors'®

i) Envy. “Chaqueten”, a common and generalized tendency to belittle peer’s achievements, is one
of Chile's most negative cultural festures; instead of the desire to learn and emulate, it often
derives in destructive comments or actions. It has to be considered seriously when trying to
explain the growing criticism to salmon industry, even within the entrepreneurial sector; its
relevance hasvery likely incresed because of the industry’s rapid and visible success.

i) “Ego trip”.'* Another frecuent Chilean feature is the evolution towards egotism among
achievers in different domains. It is apparent that the tendency to cooperate, communicate
openly and trust each other has diminished among the initial salmon industry’s pioneers.

iii) Centralism Chile is an authoritarian, hierarchical and centralized culture. As with many other
developing countries, the bulk of Chile’'s economic activities, public institutions, quality
education and diverse cultural and recreational activities have been concentrated in the capital
city. We propose centralism has negatively affected recent cluster development in at least the
following ways:

» emigration to the capital of many of the business pioneers with their families so breaking the
existing relationship between them, local communities and workers, company middle
management and trade union leaders.

= the weakness of regional governments to deal with specific requirements of a sector
becoming nore and more distinct and complex when compared to other nationa regions.
Regiona governments are dependent on central levels (for example, the definition of
priorities) and lack sufficient technical capacity and the minimum continuity over time

needed to build trust with the various actors that make up a cluster.

13 These points are exploratory. We think the factors mentioned here ought to be the subject of more research not only for the
salmon cluster but for clusters, strategic management and organizational development in general.

14 An idea used by Carver Mead, Emeritus Professor (Caltech) and himself an active participant in Silicon Valley's
development, to explain business failure (Puerto Montt, January 2006). This refers to the way in which some business leaders
assign a particular role to their leadership for the company’s and even industry’s success and from which unfolds a generally
unfavorable change in leadership and management style.
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d) Change in management style

The growth of firms and their consequent professionalization, that is the incorporation of a large
number of professionals frequently with no previous relation to the industry, has brought a change in
management style when compared to the founders. The new style is more traditional, hierarchic,

depersonalized, and influenced by profits and shareholders. This has affected the quality of relations

both with suppliers and workers.

All the above mentioned factors, and the loss of social capital that they imply, debilitate the cluster’s
strategic management capabilites in different ways:

make it increasingly more difficult to deal, design and agree on strategic issues, urgently needed

given increasing complexity of the cluster as awhole and of the challenges it faces.

lead the overall coordinating actions of SalmonChile to be more tactical-operational rather than

strategic, and more reactive than proactive, because it is easier to achieve such agreements among

members of industry and cluster, including Board of Directors members.

make important organizational issues fal into “blind spots’ and therefore very difficult to take care

of. Two clear examples are:

o the current institutional decision structure does not consider the interests and contributions of all
stakeholders. SalmonChile is mainly a producer’ s organization and although suppliers have been
able to become members for some years, they are not represented on the Board. Neither are
interested socia groups -trade unions, environmental organizations or coastal communities part
of the Association. This obvious breakdown for cluster management has not gone into

SalmonChile's agenda yet.
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o the appointment of the principal decision makers (basically the SalmonChile Board) is mainly
based on their firms importance and their positions rather than their ability to face challenges or

their individual and complementary competencies. There are no defined accountability criteria

5. TCSC AND THEIR APPLICATION TO THE SALMON CLUSTER. Successes and failures.

In 2004, the Salmon Industry Association signed a framework agreement with the University of Chile's
Faculty of Physical Sciences and Mathematics for the Department of Irdustrial Engineering (DI1) and
other academic units to collaborate in the identification and design of actions to face the industry’s

increasing strategic challenges.

From this grew the Program for Strengthening Social Capital in the Chilean Salmon Cluster (Programa
de Fortalecimiento del Capital Social del Cluster del Salmén) organized by the Program of Leadership
Abilities Programa de Habilidades Directivas or PHD) and the Program of Technologies for the
Construction of Social Capital Programa de Tecnologias de Construccion de Capital Social or
PTCCS). The program’s anchor is the Diploma in Leadership Abilities for the Salmon Cluster
(Diplomado de Habilidades Directivas para Lideres del Cluster del Salmén), whose main objectives
are:

to increase the interpersonal and leadership skills of those who play important roles in the sector’s

producing and supplier companies as well as the relevant national and regiona public

organizations.

to create circumstances that increase trust, interpersonal relations ard networks among participants.

14



to identify together the cluster’s “limiting paradigms” faradigmas encadenantes) and “major
breakdowns” (quiebres maestros) and design actions and projects to deal with them, learning how

to transform problems into innovation opportunities.*

The first version of this innovative program for the construction of socia capital took place between
April 2005 and January 2006. It was well evaluated by the nearly sixty participants, which included
important stakeholder representatives, among them the President of a leading company and the past
President of SalmonChile, the Undersecretary for Fisheries, the National Director of the National
Fishing Service (Servicio Nacional de Pesca) -the sector’s monitoring agency- and many high level
company executives and public directors.’® This program confirmed the current weakness of the
cluster's social capita, illustrated by the participants identification of “lack of trust”, “lack of a

n 17

common goa”, “poor communications’, etc. as “major breakdowns” ~*, and “ success’ a one of the main

“limiting paradigms”.*®

The Diploma was instrumental for the increase of trust, communication and the feeling of community
among participants. However it was not so successful in establishing participant owned bng term
projects to tackle these failures. This directly relates to the problems that the cluster faces -lack of trust,

skepticism, and little commitment to common projects.

15 See www.phd.cl for more information.

16 Statements available at http://phd.cl/dhds/calendario.php.

7 Participants’ consensus on the main “major breakdowns’ included: lack of capacity to anticipate and react to
protectionism in export markets; mistrust, lack of a shared vision and commitment in the cluster; vulnerability to increasing
food safety requirements, low educational level of labor, rigid and authoritarian culture as the main factors at industry level;
lack of integration, bureaucracy and overwhelming regulations at the public level; community’s criticism regarding social,
labor and environment practices, and lack of compatibility in the use of territory (small fishing and tourism).

18 As the main “habilitating paradigms’ of the salmon cluster, participants identified the industry as a sustainable activity in
coexistence with others; consciousness of being an entrepreneurial and innovative industry; the contribution it makes
(salmon is healthy; the industry is the basis of regional development; it is competitive); and the worth of cooperation. The
main “limiting paradingms” identified were the lack of nacional technological development; low salaries; feeling of success,
and pollution generated by the industry.
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The Program for the Strengthening of the Salmon Cluster considers a number of activities additional to
the Diploma, among which are loca seminars, leadership and innovation workshops and thematic
roundtables. Recently the program’s progress has been weakened by a number of different factors,
among which is the recent change in Chile’s government with new public officias unfamiliar and
cautious with these initiatives, as well as changing the policy focus from economic growth to the
“social agenda’. As aresult there is less public policy attention being paid to the social and political
sustainability of salmon farming. So too some of the largest firms have been reluctant to participate in
the program. All this would seem to confirm the unfavorable evolution of social capital which, in
addition to SamonChile's weakened awareness, will and capacity to intervene with a strategic
management perspective, could be affecting negatively the cluster’s management capacity and might

bring risks for its sustainability and projection over time.

6. CONCLUSIONSAND RECOMMEDATIONS

The case study, together with direct knowledge acquired from various activities with cluster

participants, is the basis of the following conclusions and future research suggestions.

a) The Chilean sailmon cluster

Social capital played a central role in the initial stages of cluster development. However, it has not
evolved at a similar pace, which, together with the associated relatively low levels of trust, have
negatively affected the cluster's strategic management capabilities and must be overcome to
properly face current challenges.

The current institutional structure does not represent all stakeholders and so reduces the

possihilities of joint actions, leads to conflicts, sometimes in extreme ways, and as a result limits
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the potential for co-operation and innovation. Even if SalmonChile allowed the incorporation of
suppliers, these, being a larger number, have no participation in the board. Altogether, this situation
is generating a latent governance crisis and should be changed. One possibility is the design of an
overarching co-ordination structure of which SalmonChile would be an important component as

representative of producers.

b) Clusters in genera

As cluster co-ordination depends mainly on goodwill and participant’s dispositions, rather than
compulsion, then an appropriate level of social capital (and trust) is necessary to allow effective
strategic management. Therefore encouraging social capital ought to be one of management’s
central concerns. It should be considered that this need increases over time, as a result of the
cluster's development and the evolution and increased complexity of the interrelations between
participants and with the cluster’s environment.

The satisfactory development of a cluster requires effective co-ordination capability of the main

actors with the sufficient legitimacy to make decisions for al. The leadership should be

representative of different interests and skilled in managing challenges (including the articulation
of interests and actors). A cluster is a complex “business’ that needs to be managed strategically.

Clusters present a broad range of industrial organization issues which arise as attractive research

themes. These could include:

0 The convenience of absence of dominant firmsin the early growth stages of clusters.

o The relationship between the development of a cluster and its main positive characteristics (co-
operation, innovation, etc.). It could be that when moving to mass production, the cluster’s
success itsdlf results in a more traditional industrial structure (vertical and horizontd
integration, dominant players, and emphasis on costs, margins and shareholder value). Thisis

one possible interpretation of the recent experience of Chile’s salmon cluster.
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Another future research issue refers to the evolution of strategic management needs and action
range as the cluster develops. A related issue to be considered are the changing requirements of

institutional arrangements in this process.

The experience acquired by DIl in the saimon industry, together with previous work in different
companies, industries and regions in the country, has allowed to enrich and to tune the social capital
building technology (“sociotechnology”) and its integration with the theory on which it rests Some
interesting results have been the confirmation of Diplomas as effective social capital building spaces,
whose contribution improves with a proper selection of participants to help the development of trust
and networks inside the respective organization or community; the convenience of considering follow-
up activities to keep up the relationships and new practices established, which tend to debilitate
influenced by traditional ways of doing things; and the convenience of including tools to measure
social capital, to alow a more precise evaluation of the contribution of these interventions and its
evolution over time. In clusters, where associative practices play a central role, sociotechnology’s
contribution to the establishment and strengthening of trust and relationships needed for their

development is of specia interest.

Strategic management has a new and propitious field in clusters. Even more than in companies, where
it is aso increasingly evident, new and more powerful paradigms are required that take into account
more than rational and structural dimensions. Cultural factors can no longer be ignored. Strategic
management of cluster requires to simultaneously and harmoniously deal with structure and culture.
The good news is that we know -or at least have good reasons to believe- that cultures, including socia
capital, are capable of being transformed, which opens a fascinating new perspective to the practice of

strategic management.
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New developments, paradigms and tendencies in management that focus on the emotional and spiritual
dimensions of human behavior will be of great help in dealing with these challenges. As Harvard
Business Review, following Peter Drucker's seminal “Managing Oneself” 1996 paper, has repeatedly
highlighted in recent years, management of the future will need “...breaking through old habits of
thinking to uncover fresh solutions to perennial problems’ and also “...breaking through the

interpersonal barriersthat we all erect against genuine human contact” .*°

Especialy for cluster understanding these developments will be of great importance. Clusters are over
all processes of building new realities through new connections among very different types of
organizations and human beings. A more human approach to management will therefory shed light and

facilitate cluster research and management.
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