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To Compete or to Cooperate: 
Contrasting Distance Determinants for Semiconductor Alliances (ID# 750)
Sonya H. Wen, Tamkang University
ABSTRACT 
How do competitive dynamics between partners influence alliance strategies? To approach such an inquiry, this paper hypothesizes a governance model by applying the literature of competitive dynamics and knowledge-based view in the context of technology intensive alliances. Two competing hypotheses of competitive tension as the governance driver of equity-based mode, versus cooperative incentive as that of contractual mode are developed and tested on a sample of 1,696 semiconductor alliances during 1985 and 2008. These sampled alliances formed by partners competing in the same industry were intentionally selected to magnify the hypothesized contrasting multidimensional distance determinants. Our model posits that the stronger competitive tension or shorter distance, and, by contrast, the weaker cooperative incentive or longer distance between alliance partners, the higher the propensity of the equity-based mode in order to safeguard their comparative advantages against competitors. We found empirical support of both hypotheses for the direct or contingent governance effects of six distance determinants. By comparison, our findings demonstrates that cooperative incentive is the stronger governance driver than competitive tension, as well as the governance effects of culture dimension weaker than the distance dimensions of power, coordination, knowledge, and experience. Such contrasting results support our recommendation for further alliance research to analyze the strategic dynamics between competition and cooperation. 
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HYPOTHESIZED GOVERNANCE MODEL
Applying the framework of competitive dynamics in the alliance context, we propose the distance attributes between partners as opposite indicators of competitive tension, because the shorter distance as higher resource similarity increases competitive tension in an alliance. To deter partners from competitive action against one another, particularly when competing in the same technology intensive industry, alliance partners are hypothesized to prefer the equity-based mode (joint venture) as a safeguarding mechanism against opportunism. Alternatively, potential competitors with longer distance tend to choose the less costly contractual mode, when their competitive tension is not severe enough to demand for equity as a mutual hostage to ensure cooperation in their alliance.
Hypothesis 1.: Driven by stronger competitive tension, the shorter distance between alliance partners, the higher propensity of equity-based mode becomes.

By contrast, applying the KBV literature in the alliance context, we position distance or asymmetric attributes between partners as opposite indicators of cooperative incentive, because the shorter distance increases cooperative incentive as lower interorganizational learning barriers for partners to complement and co-develop their comparative advantages with one another. Therefore, partners with shorter distance are hypothesized to prefer the less costly contractual mode, when their cooperative incentive is adequately strong to safeguard opportunism even without any equity-control mechanism. Alternatively, potential competitors with longer distance tend to invest equity in their alliance as a mutual hostage for overcoming higher cooperative barriers and compensating weaker cooperative incentive.
Hypothesis 2: Driven by weaker cooperative incentive, the longer distance between alliance partners, the higher propensity of equity-based mode becomes.

Applicable Conditions of Distant Determinants
In general, our contingent view of governance determinants are empirically supported by our findings that none of four distance determinants sustains their direct governance effect across all conditions, as well as three determinants with insignificant direct effects, still demonstrate at least one applicable condition. Among eight specified determinants, the two determinants of alliance knowledge asymmetry and partner new experience fail to demonstrate any significant effect. Such exceptional results may be explained by the lack of variety regarding alliance-specific knowledge, because our research confined the empirical context as a single industry to highlight the competitive dynamics between partners.

[bookmark: _GoBack]By comparison, the distance dimension of culture demonstrates weaker governance effects than do the other dimensions, which further attests to the characteristics of technology intensiveness as the semiconductor industry. As technology-driven component providers, semiconductor partners concern less about organizational culture and national culture when designing alliance strategies, than market-driven consumer product providers. Moreover, our research only found one applicable condition of firm culture similarity toward the contractual mode in the subsample without any industry leader. Such an exceptional condition suggests that industry leaders formulate alliance strategies in different ways. In addition, only one applicable condition of alliance cultural distance toward the equity-based mode is found in the subsamples attributed as high RCD, which implies a threshold of cultural distance to influence alliance strategies, so that no governance effect for the alliances with shorter distance.

FIGURE 1
Hypothesized governance model of distance determinants on equity-based modeHypothesis 1: Competition

· Power Distance
H1a: Firm Power Similarity +**
· Knowledge Distance
H1b: Firm Knowledge Similarity -***
· Culture Distance
H1c: Firm Culture Similarity -
· Experience Distance
H1d: Firm Experience Similarity (LN)-* 



Control

· Governance Trend
Alliance Age (LN) +*

· Alliance Function
Manufacturing  +***
Licensing  -***
R&D -

· Alliance Location
Emerging Economy +***
Europe +***
Japan +***


Governance Mode

Equity-Based Mode (JV)











Hypothesis2: Cooperation

· Coordination Distance 
H2a: Partner Complexity +***
· Knowledge Distance 
H2b: Alliance Knowledge Asymmetry +
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H2c: Alliance Cultural Distance (RCD_LN)-
· Experience Distance
H2d: Partner New Experience +
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