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The influence of managerial ties on partnership management in a small global factory
This study extents the discussion initiated in Eriksson, Nummela and Saarenketo (2014), i.e. the existence of small global factory structure and the importance of the managerial capabilities in the orchestration and management of a structure like this. We take a viewpoint internal to the structure and scrutinize “How managerial ties influence the management of partnerships in a small global factory?”. This conceptual paper draws illustrative examples from qualitative interview data in the form of citations. The illustrative examples are based on sixteen interviews of industry experts. The results suggest that management of partnerships in a small global factory rests on balanced mix of facts and managerial ties. Managerial ties help the partnership formation, smoothens the partnership maintenance but also introduce some vulnerability into the small global factory structure. In this structure, the focal SME needs to have some means of influencing and monitoring its partners, and the managerial ties are of critical importance in this sense.  This study advances the global factory literature taking an inside-out perspective to the global factory structure and adds knowledge particularly on the small global factory structure. It highlights the importance of managerial ties in the management of the key feature of this structure, i.e. the partnerships.



The influence of managerial ties on partnership management in a small global factory

INTRODUCTION
Small and medium sized enterprises (SMEs) are a vital force in many countries’ economies. Instead of being merely smaller versions of large corporations, SMEs have their own distinctive characteristics that result largely, but not solely, from limitations in their resource endowments (Shuman & Seeger, 1986; Welsh & White, 1981). SMEs, for instance, tend to operate extensively with partners in value creation, because through networking SMEs are able to tap resources that are beyond their ownership (Jarillo, 1989). On the other hand, particularly in smaller economies and niche markets SMEs tend to operate internationally (cf. Gabrielsson & Gabrielsson, 2004). Similar to large corporations, smaller companies need to find good locations for their operations and decide on the governance of activities (Buckley, 2009a). 
	Recently, accompanied by developments in technologies and management skills, it has become possible to slice the operations into fine slivers; finer than ever before to achieve optimal location and control strategies. This has resulted in a new kind of organizational structure called global factory, which is examined in this study. The extant literature on the global factory does not sufficiently acknowledge the role of a manager (Aharoni, Tihanyi, & Connelly, 2011; Buckley, 2009a). We find this omission problematic, as earlier research has shown that particularly in the SME context the manager and his/her attributes have a considerable influence on the firm (cf. Eriksson et al., 2014). 
	In addition to the operational activities, managers in SMEs spend often plenty of time forming and maintaining relationships with relevant parties (cf. Hales, 1986), such as suppliers or sales partners. These relationships are vital for smaller organisations, as their access to rare resources is often dependent on them (cf. Shu, Page, Gao, & Jiang, 2012). In addition, through these relationships managers may build a relevant network position for the company (Johanson & Vahlne, 2009). The relationships of managers can be considered as a sub-network within the company’s network (cf. Holmlund & Kock, 1998).
	This study extents the discussion initiated in Eriksson, Nummela and Saarenketo (2014), i.e. the existence of small global factory structure and the importance of the managerial capabilities in the orchestration and management of a structure like this. We focus particularly on the role of managerial ties in the management of small global factory’s partnerships. Following Li, Poppo and Zhou (2008), we suggest that managerial ties[endnoteRef:1] are highly influential and need to be considered also in the examination of global factories. Managerial ties can be categorized as business ties (i.e. ties with managers at other firms) and support ties (i.e. ties with supportive institutions such as trade organisations or universities) (e.g. Gao, Xu, & Yang, 2008; Peng & Luo, 2000; Zhang & Li, 2008). Here the focus is on business ties, i.e. horizontal ties between the focal SMEs managers and managers of the partner organisations. Business ties usually involve the sharing of operational resources, such as raw materials and technologies, and strategic resources (Zhang & Li, 2008), which is at the heart of the global factory structure. We argue that the structure like small global factory cannot be managed purely based on rational, cost-based decision and suggest that management of this structure is influenced by managerial ties. Hence, we address the following research question: How managerial ties influence the management of partnerships in a small global factory? (see figure 1)[endnoteRef:2]. [1:  In some studies managerial ties are referred as managerial networks (e.g. Li, 2005)]  [2:  In this paper, the concept “tie” refers to connections between individuals and the concepts “partnership” and “network” refer to connections between firms] 

**INSERT FIGURE 1 HERE**
	This paper contributes to two streams of literature; the global factory discussion and the literature on partnership management of an internationalising SME. The contribution to the global factory literature stems from elaborating on the global factory structure in the SME context and from shedding light on human agency in the global factory. The contribution to the knowledge on SME internationalisation comes from analysing the significance of the manager and the management of an already internationalised, yet continuously expanding SME and its partnerships.
	The paper is structured as follows: first, the research strategy and data collection is discussed and followed by a discussion on the global factory concept and the extant literature. The main body of the paper examines the role of a manager in the small global factory and analyses managerial ties. The conceptual discussion is supported with illustrative examples from qualitative interview data in the form of citations. The paper concludes with propositions for future research. 
DATA COLLECTION
The data to support the conceptual arguments was collected through semi-structured face-to-face interviews of industry experts. These selected experts are managers of four global SMEs in the ICT sector. The interviewees represented Finnish-based companies which have wide international operations (either own or through partners) and their products are sold all over the world. At the time of the interviews, the firms employed from 20 to 100 people. Two of the SMEs had operated for ten years since start-up, and two had become independent SMEs 10-15 years ago after having operated few decades as part of a larger corporation. All of the firms operated in business-to-business markets and they sold their offering mainly through sales partners. Three of the companies offered solutions to public sector users, and one for private sector customers. Furthermore, three of the four companies combined software and hardware in their offering, while the one operating with private sector customers offered purely software-based solutions.
	Altogether 16 interviews were conducted. Thirteen of them were individual interviews and three of them were group interviews. The interview details are presented in table 1.
**INSERT TABLE 1 HERE**
In the analysis phase, the data collected was categorized based on three phases of partnership; partnership formation, partnership maintenance and partnership termination.

GLOBAL FACTORY AS ORGANIZATIONAL STRUCTURE
The global factory discussion in the field of international business was initiated by the Buckley and Ghauri (2004) article. In this article the authors propose a global factory research agenda for the international business field as they argue that the management of space and time by multinationals should be leading the analysis of globalisation. Mudambi (2008) grasps the proposed research agenda and examines the optimising decisions by firms in the dispersion and creation of intellectual assets. In a subsequent article Mudambi and Venzin (2010) utilise transaction cost theory to analyse the location and boundary decisions of value creating activities. Thus, the examination emphasises rationality and the company level of making the location and ownership decisions.
	Indeed, the emerging global factory literature perceives the firm as a rational actor where management is based on facts and rational decisions. The heritage of economics literature is clearly visible in the global factory discussion; particularly the seminal writings. On the other hand, the literature perceives the firm as a planning unit as opposed to the prior perception of the firm as a legal entity (Buckley, 2011). Therefore, the boundaries of the firm are not the key issue as the focal firm may have control over the use of assets it does not own (Buckley, 2012). The key non-imitable resource of a global factory is its ability to manage and sustain the internationally distributed network (Buckley, 2011). This argument is applicable to both large multinationals and SMEs, although the control strategies are likely to differ substantially. 
	All in all, the global factory literature has been credited for presenting a coherent and a well-integrated framework, where two key issues are in the focus: where to locate activities and how to control them (Yamin, 2011). Therefore, the global factory is an organisational structure that aims at finding optimal ownership and location solution for every activity (Buckley, 2009b). 
	The concept “small global factory” refers to an SME that operates as a focal firm in a structure that resembles the global factory discussed in the seminal articles. We rely on the European Commission (Enterprise and industry publications, 2005) definition, where an SME is a firm that employs fewer than 250 persons and has an annual turnover not exceeding €50 million and/or an annual balance sheet total not exceeding €43 million. Based on this definition, all of the four companies, from which we draw the citations, are SMEs. 
	The existence of SMEs is only briefly acknowledged in the extant global factory discussion (with the exception of Eriksson et al., 2014). In the global factory context, the place and role of SMEs is perceived to be in the “interstices” between multinationals, not as the focal firms. (cf. Buckley, 2011: 273) Nevertheless, there are multiple operating examples of SMEs running a structure similar to a global factory. Therefore, we argue that there exists a small global factory (see Eriksson et al., 2014). 
	The figure 2 illustrates the small global factory structure. For the sake of illustration both up-stream and down-stream are shown as single boxes, although in reality they consist of numerous different companies. In addition, it must be noted that within the focal SME there is a lot more than the factors labelled. However, the figure shows the factors that are focal from the perspective of this study. The boundaries of the focal SME are permeable and therefore shown as dotted line.
**INSERT FIGURE 2 HERE**
	International transactions between companies are increasing in terms of value creating tasks rather than final products or services (Mudambi, 2008), and value chains have become disintegrated in many high tech industries (Dhanarag & Parkhe, 2006; Lorenzoni & Baden-Fuller, 1995). These developments testify the rise of the global factory structure and the fine-slicing of operations. The search for optimal location and governance solution that is characteristic of a global factory, typically results in widely dispersed operations and a multitude of partnerships for an SME. A small global factory thus consists of the focal SME and its value creation partners. This means that the organisations are goal-disparate (Mudambi, 2008). In addition it also implies that the focal SME does not have ownership-based control over a large share of customer value creating activities (Mudambi & Venzin, 2010). This is why management of the inter-organisational relationships and the firm interfaces is critical. For instance, the firms used as examples in this paper have tens of value creation partners with whom they actively interact.
	Nevertheless, management of international operations may be nearly insurmountable challenge to an SME manager. Earlier research shows that many owner-managers of SMEs are not willing or capable of managing the firm through international expansion (Nummela, Puumalainen, & Saarenketo, 2005). In the global factory context, however, the SME manager is inevitably faced with internationally spreading operations and cross-border relationships.
MANAGER IN A SMALL GLOBAL FACTORY
Buckley and Ghauri (2004) emphasise that increasingly sophisticated decision making by managers is resulting in the fine-slicing of the activities. Therefore, the management of the global factory calls for new management skills (Buckley, 2009a).  In addition, Buckley (2009a) impresses that the manager compares the costs of performing an activity internally with the cost of using the market when they make the fine-slicing decisions, thus highlighting the rationality of the decision-making.
	Human agency in management decision making is, in fact, identified as a relevant question for future research (Buckley, 2009a). However, Buckley (2012) notes that the issue may even be an unresolvable one, as researchers thus far have not been able to explain the role of human agency as opposed to impersonal forces in determining the outcomes of multinationals’ operations. Nevertheless, the existence of the debate suggests that both human agency and the impersonal forces have a role in determining the outcomes, and therefore, it is meaningful to study them.
	In a small global factory manager needs an ability to change rapidly between different roles. This requires a complex variety of skills. (cf. Andersson & Florén, 2008) One of the interviewed managers told us that “In smaller firms like ours, you need to be able to carry out variety of tasks. In larger corporations it is more specific and everyone takes care of their own tasks.” Previous studies have also shown that a typical working day of a manager in an SME is often unplanned, informal, hectic and fragmented (e.g. Andersson & Florén, 2008; Florén & Tell, 2004). This highlights the versatility of skills needed and ability to adapt due to constant changes.
	Buckley (2012) identifies the headquarters as the orchestrator of activities. The position of the focal SME could be seen to be similar to the headquarters of a multinational, although the SME does not have similar ownership-based control over the other parts of the value chain as the headquarters has over subsidiaries. Orchestrating implies that managers need to master control of information to be able to coordinate and integrate the activities of the global factory (Buckley, 2011). Although management must be firm and demand that quality and reliability targets are respected, in the global factory context, where management extends beyond the boundaries of the firm, skills needed for “command and control” are insufficient (Buckley, 2012). Therefore, successful management of a small global factory calls for a managerial interface competence (Eriksson et al., 2014). 
	Management of the internationalized and fragmented operations of a small global factory is essentially about the management of the interfaces between companies, i.e. management of partnerships (Eriksson, 2013; Sainio, Saarenketo, Nummela, & Eriksson, 2011). One manager described this by saying “it is kind of daily persuading that please would you do more things for us”. Another manager told that the management of the partnerships is done by “stirring the interfaces”.
	Buckley (2009a: 233) has defined interface competence as ability to coordinate external organizations into the strategy of the focal firm, to liaise with external bodies and governments and to cohere these activities into one strategy. Like the definition shows, interface competence calls for ability to plan and coordinate operations and formulate a viable strategy for the firm. Nonetheless, it also calls for the ability to manage and maintain inter-organisational relationships (cf. Möller & Halinen, 1999). Thus, it could be argued that having good managerial ties with managers in the partner organisation is of critical importance (cf. Kenny & Fahy, 2011). This is seen also in the following citation: “it needs to build on a relationship, in the sense more on trust than pure contract. Naturally we write the contracts. Particularly with international partners we go through the rigmarole of contracts, but still the relationship needs to be built between people”. The inter-personal level thus seems highly important.
	The manager in a small global factory is constantly in contact with the partners. It is critical for the focal SME that the partners work towards the shared goals. In addition, it was apparent that the manager needs to have skills in communicating: “in the beginning these kinds of negotiation skills [are required]” and “I think that the capability that we all should have is the communication skill, it is definitely the most important”[endnoteRef:3]. These skills contribute to the management of the small global factory. [3:  The interviewees used the concepts “skill” and “capability” interchangeably.] 

	Andersson and Florén (2008) note that many managers in SMEs seem to prefer live and soft information, and ignore formal and hard information presented e.g. in reports. Also therefore, the connections to other people are vital. In interaction with other people, they get information in an easily adoptable format and are often influenced by these people. Nowadays highly developed technologies allow managers to have nearly face-to-face interaction with business partners on the other side of the globe without having to leave the office. This may aid in relationship building and development. It was reinforced by one interviewee as he said that: “we need to get to the situation where everyone of our own sales people and our regions are actively, all the time only a heartbeat away from the partner.” The need to be close to the representatives of partner organization further highlights the significance of the communication and negotiation skills.
	However, some of the interviewed managers also emphasized that it is critical to understand the business rationale of the partner as well as the motives of the manager in the partner end. Reference to these can be found in the network management literature as well (e.g. Ritter & Gemünden, 2003). This implies that rationality must play a role in the choice of partner organisation for the partnership to function and endure. Trying to establish partnership with an organisation that is not at all interested in promoting issues that are vital for the focal SME is unlikely to result in any positive outcomes, as is emphasised by an interviewed managing director: “this kind of rational thinking that you understand business logic and how the other one thinks, the prospective partner, what is their business logic. If these are compatible, there is a chance to succeed. But if we just imagine that for some strange reason this partner will sell our products or brings a lot of business to us, we need to think why it would happen.” Hence, it must be acknowledged that managerial ties alone are not likely to be sufficient basis for longer term business partnership.  
	As presented above, and by Aharoni et al. (2011) managerial activities are influenced by several factors: e.g. personal experience, knowledge and cultural background and, thus, it is unrealistic to expect that different managers would make similar decisions based on the same facts. Our empirical data suggests that the managerial ties in a small global factory are a focal factor influencing management. The importance of social connections has been identified and discussed in academic literature already in the 1980’s (Birley, 1985), yet it has not been considered in the global factory discussion. Therefore, managerial ties are examined next. In the following discussion, the effect of managerial ties on partnership management is analyzed through three different phases. These phases are partnership formation, maintenance and termination.
MANAGERIAL TIES AND PARTNERSHIP FORMATION
In this paper, we see managerial ties as managers’ boundary spanning  activities and interpersonal connections with external entities[endnoteRef:4] (cf. Kenny & Fahy, 2011; Li, Poppo, et al., 2008; Lu, Zhou, Bruton, & Li, 2010; Peng & Luo, 2000; Zhang & Li, 2008). In the small global factory, these ties exist between the focal firm’s managers and the partner firm managers. Zhang and Li (2008) have linked managerial ties to resource-based view (RBV) and argued that good managerial ties can be regarded as valuable, unique and intangible resources, which are difficult to imitate. Thus, obtaining managerial ties is valuable for any company, and forming them requires high managerial efforts. When having this type of resource, firm can gain a substantive advantage (cf. Barney, 1991; Zhang & Li, 2008), for instance in terms of performance (e.g. Peng & Luo, 2000) or access to resources (e.g. Li, Zhou, & Shao, 2008), skills or knowledge (e.g. Shu et al., 2012). This view was supported by the interviewees: “We get everything [from the partners which] we don’t have basically.. [everything meaning] the skills that our partners bring to us that we simply don’t have in house.”  [4:  The managerial ties are closely linked to social capital discussion. According to Shu, Page, Gao and Jian (2012) managerial ties are substantial dimension of social capital that reside in the networks in which managers are involved. However, as social capital is not in the main focus of this study, this discussion is excluded here.] 

	Li (2005) has conducted a review and presents a summary of the factors influencing the formation of managerial ties. These factors are institutional and environmental factors and organizational characteristics. In addition, firm’s strategic orientation can influence the development of managerial ties (Li, 2005). Our interviewees did not emphasize the institutional, neither than environmental factors. However, it was mentioned that the need for ties stems from the company’s strategy:”We have it in our strategy that we should aim at long-term relationships which help creating sales. We start building our partnerships with partnership approach, in a way a win-win situation. Then we can develop our processes together with customers as we, in a way, are working on shared issues.” 
	The focal SME concentrates on finding partners who have skills that they are lacking: “We have selected the partners to support areas where we either lack competences or feel that would need more competencies in the future.” However, before the actual network is formed, a careful audit is carried out: “If in a trade fair someone is enthusiastic about us, we don’t go along before we have done a market research and systematically [analysed] who is the best one.” After a suitable partner is found, the focal firm signs a contract with them as a one sign of commitment. However, having the contract does not guarantee a well-functioning partnership. Instead, the interview emphasised the role of managerial ties: “[despite having contracts] you still need the ties between people”.
MANAGERIAL TIES AND PARTNERSHIP MAINTENANCE AND TERMINATION
After managerial ties have been formed, it is crucial to ensure that the parties involved are committed to the relationship. Communication with business partners is a focal way of improving partner commitment. One of the interviewees stated:”It is always difficult to reach people because everyone is so busy – but when you reach them and talk with them, things move on smoothly.” Here again the personal contact and the personal relations becomes emphasised. Often the communication in SMEs takes an informal form. (cf. Andersson & Florén, 2008) The importance of communication has also been noticed in the field, as one interviewed manager put it: “The most important capability every one of us should have is the communication capability. It is the most important thing because the world is getting smaller and we need to be able to communicate and connect with people from various continents, and business-wise, to make virtual deals in practice” This is critical for a small global factory, as exploitation of opportunities often requires co-operation with partners. All members of the small global factory are needed for creating the customer value, and hence for the focal SME to succeed (Eriksson et al., 2014). 
	In the small global factory context, the value creating co-operation ultimately bases on trust between business partners (Brunetto & Farr-Wharton, 2007). This was emphasised by many interviewees, for instance: “[the co-operation is based on] contracts, we have contract prices and contracts… but so that it works in practice, it bases on trust”. Moreover, the trust between firms bases on trust between individuals (cf. Fink & Kraus, 2007), i.e. is linked to managerial ties. The SMEs have the contract as the formal agreement of the business co-operation, but in reality the contract means nothing unless there are good managerial ties. (cf. Li, Zhou, et al., 2008; Peng & Luo, 2000) Zhang and Li (2008) have stated that interpersonal relations characterized by high individual trust, are often a notable source for competitive advantage. Thus, it is argued that managerial ties are vital for business, and promote the success of the focal SME also in a small global factory. 
	Maintaining the partnerships in small global factory requires management of the relationship. Earlier research identifies influencing and monitoring partners as two key methods in managing a value creating partnership (Fayol, 1950; Svanh & Westerlund, 2007). Also our interviewees perceived these as important, and thus they can be argued to be important in maintaining the relationship. However, there are numerous challenges that the SME faces in trying to influence its partners, as one interviewee playfully put it: “On the other hand it is rather difficult for us to influence the partner… in any other means than the just mentioned blackmailing, bribery and goal setting, and different kinds of carrots.” As the small global factory structure consists of independent organisations, the focal SME does not have ownership-based control over what the other parts of the value chain are doing. Thus, maintenance of the partnerships often calls for inventive approaches. 
	In addition to the more official means of influencing and monitoring, it was apparent in the interviews that managerial ties play an important role here as well. One interviewee, for instance, stressed the significance of good relations between middle managers: “when it stays at the HQ-level, one can say that we are chatting politely, but it does not result in business. It needs to be local so that our sales manager discusses with the local strategic partners.” By this the interviewee implied that small talk between top managers is not likely to lead to business transactions. There needs to be true connection between the organisations, and this true connection is more likely to materialise in the tie between middle-level managers.
	The power of individual level issues has been noted in the focal SMEs we studied. The corporate goals are translated into the goals of individual managers, and hence every manager has a sense of how they can contribute to achieving the corporate goals: “as we have set everyone in our company these personal biannual goals, so in sales for instance we try to take into consideration that these are the issues that you will promote in the partnerships that you manage”. 
	In addition, monitoring the partner’s operations is necessary, yet very challenging task for an SME. One manager noted that: “follow may be a better word than monitor”. In any case, the monitoring seems to be conducted through numeric parameters where possible. Nevertheless, it is still important that there is the personal level connection between the business partners, as it may be difficult to obtain important information for monitoring purposes.
	On the other hand, managerial ties can also make the business relationship vulnerable: “We can’t go wrong many times, and thus, we need to know personally all the key persons as high in the hierarchy as possible”. As the statement reveals, knowing just one person is not always enough, the managers need to know who the key persons for the business are. Even more importantly, just one person leaving the partner organization may be detrimental to the business relationship (Eriksson, 2013). This is evident in the following quote from one of the managers: “it does not need to be more than one person leaving the big organisation, the head of European operations or the head of Nordic operations, when the focus of business shifts completely”. Therefore, the manager in a small global factory needs to be aware of the risks also. Similar to conflicting goals between organisations, also conflicts on personal level may be a reason for business relationship termination. Hence, the managerial ties may also have negative influences on SMEs business relationships.
	In addition, the focal firm may grow too dependent on a partner due to managerial ties and the ease of making business with the partner. Replacing partners is often a challenge. This was brought up by many interviewees. When we asked about the difficulty of replacing partners in one of the group interviews, we got the following response: “-It is burdensome.” “-Yes, it is, the fact that is starts from the scratch.” Another interviewee told us that: “because we are not fully dependent on them, we can switch. The challenge is that usually initiating a partnership takes a lot of time.” In addition to being time consuming, starting a new partnership also consumes a lot of other resources. One interviewee told that they have had to focus on developing only a few selected partnerships, since ”we are such a small company that we cannot, we do not have many men to fly constantly around the world to build those relationships.” 
	Table 2 sums up, how the two levels of relationships, firm level and managerial level, interact in the management of partnerships in small global factory. For the sake of clarity, the partnership management is divided in three phases; partnership formation, maintenance of partnerships and termination of partnerships.
**INSERT TABLE 2 HERE**
CONCLUSIONS AND PROPOSITIONS
Previous literature acknowledges managers as rational decision-makers and management is seen to be based on facts and figures. However, in the context of small global factory this is not always the case, and the management is influenced by many other factors than just “hard facts”. In the focus of this study is one of these factors, namely managerial ties.
	Based on the findings from the interview data, and the synthesis of earlier literature, we argue that management of partnerships in a small global factory rests on a balanced mix of facts and managerial ties. It is essential that the business rationale of the partner is recognised and that it is sufficiently compatible with the interests of the focal SME. However, it seems that at least equally important are the ties of between the focal firm managers and the partner firm managers. Based on the findings of this study, we have formulated propositions which the future research could empirically tackle with.
	Managerial ties are crucial for the management of the partnerships in a small global factory, as evidenced by the quotations from practicing managers’ interviews. All of the interviewed managers perceived personal relationships as more important than formal contracts in their international operations, particularly in the partnership management. Through personal connections managers build trust and thus enhance business interactions. Managerial ties even facilitate business by overriding the cultural distance between partners. Hence, we propose the following:
Proposition 1a: Strong managerial ties help to form partnerships in small global factory.
Proposition 1b: Strong managerial ties help to maintain the partnerships in small global factory.
	Nonetheless, it is critical that SME managers also recognise the vulnerability of the business that bases on managerial ties. As these ties exist between people, the business may cease in case the other person leaves the partner organisation. In addition, the business may be endangered, if the managerial ties are terminated e.g. due to the disagreements. 
Proposition 2: A small global factory’s business relationships are vulnerable due to managerial ties. 
All in all, we argue that managerial ties, despite introducing some vulnerability into the small global factory structure, contribute to the performance of the focal SME. 
Proposition 3: Strong managerial ties contribute to the performance of the focal SME in a small global factory. 
	In order to small global factory structure to work effectively,  the focal SME needs to have some means of influencing and monitoring the partners, or persuading the partners as one of the interviewees aptly put it. The personal level contact in the form of managerial ties seems to be of critical importance also in this sense. 
Proposition 4: Managerial ties enhance persuading the partners to operate in accordance with the focal SME’s goals.
	Managers need to have social connections and relationships, but they also need to have capabilities to build, maintain and make use of these connections. We aim at highlighting the significance of managerial ties in the management pf partnerships of a small global factory, an issue that has not been examined in earlier research. Moreover, in this study we take an inside-out perspective to the global factory structure, and thus advance the global factory literature.
	Overall, we see that more research is needed on the manager and the management of the small global factory as it is an emerging organisational form. In line with e.g. Sayegh et al. (2004) we argue that the influence of manager’s personal traits needs to be considered. Finally, we extend our argument to direct the research efforts also towards managers’ capabilities.
	In this study we advance the global factory research agenda in the international business field and extend the discussion in the SME domain. Future research should examine the proposed research agenda empirically. We argue that in-depth studies on small global factories are needed. By interviewing focal SME managers and the managers in the partner organisations it would be possible to find out how the business relationships are initiated, built and managed and what is the role of managerial ties in these. This is important for SME managers to understand, as the success of the business relationships bears important implications for the success of the company (Fink & Kraus, 2007). In future, it could also be possible to examine quantitatively the significance of the relations for instance in terms of performance. 
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Figure 1 - The research focus












Table 1 - Interview details
	
	Company A
	Company B
	Company C
	Company D

	Persons interviewed
	Managing director,
business unit manager,
sales manager,
chief technology officer, 
sales managers
	Managing director, 
project manager, sales and marketing manager
	Manager of software business, 
chief official officer
	Managing director, 
vice president (large scale projects and strategic partnerships), 
vice president ( business development),
executive vice president (global
sales & partnerships),  vice president (corporate and 
product marketing),  senior vice president (emerging markets: Middle East, Asia), vice president (USA), chief technology officer

	Type of interviews
	Semi-structured face to face interviews (individual and group)
	Semi-structured face to face interview (group)
	Semi-structured face to face interview (group)
	Semi-structured face to face interviews and semi-structured telephone interviews

	Number of interviews
	4
	1
	1
	10




Focal SME
Capabilities
”Up-
stream”
”Down-stream”
Final customer
Managers
Other personnel
Resources 

Figure 2 - The small global factory structure




Table 2- Partnership management in small global factory
	
	Formation of the partnership(s)

	Maintenance of the partnership(s)
	Termination of the partnership(s)

	Firm level
	Initial contacts, market research
	Official negotiations, signing the contract
	Supervision of the performance and operations
	Key people leaving the organization, unsatisfying performance, expiration of the contract

	Managerial level
	Initial contacts, getting to know managers in “the target firm”
	Trust building through face-to-face discussions and open communication
	Constant meetings and open discussions
	Key people leaving the organization, personal conflicts
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