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<ABSTRACT>

Competitive Advantages of Small Businesses through
Relationship Alliance

In the wave of world-wide globalization, it is absolutely critical for a firm to have certain
competitive advantages for it survival. However, generally small businesses tend to have relative
disadvantages rather advantages because they are lack of necessary resources to compete. To
overcome the disadvantages, it is suggested that small businesses may develop relationship alliance
with other firms that can provide the necessary resources of advantages. Relationship alliance is a
form of outsourcing in that a firm acquires the necessary resources from outside.

In this paper a model is developed to test whether relationship alliances with other firms, indeed,
provide competitive advantages to the small firms and to see the relationships between the various
concepts related to relationship formation between two organizations. The results of empirical
investigation show that the fit statistics between the model and the data were within the acceptable
level and the measurement models for the latent variables were generally good. The t-statistics for
all the parameters were significant.

It is concluded that one way to acquire competitive advantages is to engage in strategic
relationship alliance with other organizations who can provide additional resources in various forms.
For good relationship generating synergy between the two organizations trust and commitment are
proven to be critical. Also, governance structure tells us that relationship management depends on

the partner’s investment.
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