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Quasi Firms: Strategic 

Interorganizxational Forms in the 

Health Care Industry 

ROICE D. LUKE 
JAMES W. BEGUN 

DENNIS D. POINTER 
Virginia Commonwealth University 

In response to significant political, governmental, and socioeconomic 
changes affecting the health care industy, health care organizations 
are forming a wide variety of loosely coupled interorganizational 
arrangements. In this article, loosely coupled forms are classified ac- 
cording to the extent to which they are designed to achieve strategic 
purposes. The quasi firm is defined as a loosely coupled arrange- 
ment created to achieve long-lasting and important strategic pur- 
poses. Mechanisms that are needed to ensure the continuity of quasi 
firms are explored, and an agenda for further research is given. 

Significant political, socioeconomic, and gov- 
ernmental changes are causing health care or- 
ganizations to reconfigure and restructure in in- 
novative ways. Some health care organizations 
have merged with others into tight bureaucratic 
structures. Others have entered into more 
loosely coupled multiorganizational arrange- 
ments which, although created to function as 
interdependent wholes, maintain each organi- 
zation's separate legal identity. These loosely 
coupled forms are linked in a number of ways, 
including by subcontracts, leases, interlocking 
boards, and marketing agreements. The loosely 
coupled interorganizational forms emerging in 
the health care industry resemble those com- 
monly found in some industries (e.g., residential 
construction) and selectively employed in others 
(e.g., automobile manufacturing and petro- 
chemicals). 

In general, existing models of organizational 
structures inadequately capture the essence of 

the interorganizational arrangements emerging 
in the health care and other industries. In this 
article, a scheme is set forth for classifying inter- 
organizational forms and for identifying a par- 
ticular type-the quasi firm-that is common in 
the health care industry. Some of the distinctive 
features of quasi firms, particularly those char- 
acteristics that may be observed in emerging 
health care quasi firms, are explored. Finally, 
avenues for further conceptual development 
and empirical exploration of quasi firms are 
suggested. 

Strategic Purpose and 
the Emergence of Quasi Firms 

in Health Care 
Historically, informal organizational interde- 

pendencies have been a part of the health care 
delivery system. Health care treatment and pa- 
tient care systems have required intricate refer- 
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ral and network arrangements to ensure conti- 
nuity of care and coordination among hospitals, 
physicians, support services, third-party payers, 
and so forth, all of which perform different but 
interdependent tasks. Historically, organiza- 
tional and service delivery systems have been 
designed so that the autonomy of these entities 
would be preserved. 

Recent developments, in combination with 
the traditional determinants of interdependency 
among health care organizations, have led 
health care organizations to consider alternative 
approaches to achieving organizational consol- 
idation. The passage of Medicare and Medicaid 
legislation in 1965, heightened market aware- 
ness and activity over the last decade on the 
part of the corporate purchasers of health insur- 
ance, and changes in market and financing 
mechanisms have, together, produced a series 
of strategic reactions on the pait of health care 
and health insurance organizations. An impor- 
tant early response was the formation of multi- 
institutional systems in both the hospital and 
long-term care industries, a strategy driven by a 
perceived need to capture the operating, pur- 
chasing, and market economies attributable to 
larger organizational scale. This was comple- 
mented in more recent years by experimenta- 
tion with diversification and vertical integration, 
the latter particularly between hospitals and 
health insurance companies (Brown & McCool, 
1986; Shortell, Wickizer, & Wheeler, 1984). 

As health care providers and their organiza- 
tions have turned to more formally structured 
relationships, they have been forced to balance 
shared objectives against the need to preserve 
highly valued autonomies. This balance has 
been achieved through a variety of structural 
compromises, many of which can be described 
as loosely coupled interorganizational forms. 

The diversity of loosely coupled interorganiza- 
tional forms emerging in the health care field is 
enormous (D'Aunno & Zuckerman, 1987; Pro- 
van, 1984). The arrangements may link together 
individual health care providers, provider orga- 
nizations, third-party payers, individual con- 

sumers, and/or groups of consumers. These 
forms, often characterized using simple acro- 
nyms, include health maintenance organiza- 
tions (HMOs), independent practice associations 
(IPAs), preferred provider organizations (PPOs), 
alternative health systems (AHSs), third-party 
associations (TPAs), and medical staff-hospital 
joint venture companies (MeSHs). Such acro- 
nyms, unfortunately, fail to give meaning to the 
complexity of the emerging health care organi- 
zations, and they complicate the search for a 
clear understanding of their unique organiza- 
tional features (Luke, 1985). 

There are a number of reasons why health 
care organizations combine into interorganiza- 
tional arrangements. They may do so to achieve 
operational efficiencies, to capture the advan- 
tages of scale, to increase market share, or to 
segment the market (Ermann & Gabel, 1984). 
Perhaps most important are those loosely cou- 
pled arrangements that have been created for 
strategic purposes because these organizations 
have significantly influenced the competitive 
structures of both health care and health insur- 
ance markets (Arnould & DeBrock, 1986; Gold- 
smith, 1984). In effect, such loosely coupled or- 
ganizations function as if they were firms; they 
jointly pursue common strategic objectives in re- 
sponse to market and other stimuli. 

Loosely coupled interorganizational forms, 
many of which are designed for strategic pur- 
poses, have been increasingly noted in the lit- 
erature. For example, Blois (1972, p. 253) dis- 
cussed situations "where firms gain the advan- 
tage of vertical integration without assuming the 
risks of ownership." Porter (1980) described a se- 
ries of relationships among independent orga- 
nizations that are less formal than full owner- 
ship, but far more structured than would be 
found among organizations dealing in the mar- 
ket. Harrigan (1985a, 1985b) and Hayes and Ab- 
ernathy (1980) noted examples where nonequity 
arrangements are employed to structure rela- 
tionships among vertically connected organiza- 
tions. Thorelli (1986, p. 36) discussed networks of 
organizations that are intermediate "in terms of 

10 

This content downloaded from 195.78.109.21 on Fri, 9 May 2014 18:29:13 PM
All use subject to JSTOR Terms and Conditions

http://www.jstor.org/page/info/about/policies/terms.jsp


www.manaraa.com

a spectrum of arrangements from loose to tight, 
from arm's length bargaining to total inte- 
gration." Ouchi (1984) identified "M-form 
organizations" in which the formal and informal 
set of relationships between a group of interde- 
pendent firms takes on the characteristics of a 
clan. In the health care industry, Provan (1984, 
p. 503) described hospital consortia as "an inter- 
mediate step along the continuum ranging from 
total independence to being part of an owned 
system." Interestingly, most of these organiza- 
tional forms have been created as strategic re- 
sponses to changed market incentives, contin- 
gencies, and constraints. Also, most have been 
formed to serve market functions that are com- 
mon among more tightly coupled firm struc- 
tures. 

A general concept that can be usefully ap- 
plied to loosely coupled arrangements that are 
created to achieve shared strategic purposes 
was suggested by Eccles (198 1a, 198 1b) in his 
analysis of the residential construction industry. 
Eccles used the concept of the quasi firm to de- 
scribe the relationship between a general con- 
tractor and independent subcontractors. 

The quasi firm arises in residential construc- 
tion because of a constellation of contextual and 
technological conditions, many of which paral- 
lel conditions in the health care industry. Home 
building is characterized by a specialized and 
autonomous group of workers (representing the 
various trades), a relatively high degree of task 
complexity and uncertainty (houses are custom 
designed and often modified as construction 
progresses), and site-boundedness (materials 
are used and work is performed at a specific 
location). The market for residential housing is 
primarily local/regional in character, very com- 
petitive, and subject to problems associated 
with increasing resource scarcity. As a result, 
the industry is comprised of relatively small gen- 
eral contracting firms that maintain a network of 
stable relationships with a variety of subcontrac- 
tors. Because of such arrangements, general 
contractors are able to respond quickly to 
changing task demands and conditions. Sub- 

contracting preserves the autonomy of skilled 
workers, a strong tradition in such trades as car- 
pentry, masonry, plumbing, and electrical 
work. Eccles observed that such arragements 
tend to be enduring because general contrac- 
tors come to rely on particular subcontractors, 
and some maintain such relationships for years 
(and even decades). 

Similarities exist between conditions in the 
health care and residential construction indus- 
tries. Health care firms face growing competi- 
tion, increasingly scarce resources, and high 
levels of market uncertainty. The provision of 
personal health care services is site bounded, 
and it is regional and local in character (Luke & 
Begun, 1987). The increasing complexity and 
specialization of technology has necessitated 
greater interdependence among organizations 
and professional groups in the production of 
health care. In addition, these organizations 
and groups (hospitals, physicians, insurance 
carriers, and long-term care facilities, to cite 
only a few examples) possess specialized exper- 
tise, differing objectives and value structures, 
and, traditionally, they have experienced high 
levels of autonomy. 

Eccles' discussion of the quasi firm, although 
useful for conceptualizing one type of interorga- 
nizational arrangement, is limited in its consid- 
eration of the distinctions between quasi firms 
and other loosely coupled firms as well as be- 
tween quasi firms and more tightly coupled 
firms. In particular, it does not directly explore 
the role of strategy in loosely coupled organiza- 
tions. Therefore, a conceptual scheme that dis- 
tinguishes among the great variety of interorga- 
nizational forms according to the purposes that 
bring participants together is needed. 

Classifying Interorganizational Forms 
In order to differentiate interorganizational 

forms by the degree to which they function as 
firms, it is essential to distinguish quasi firms 
from more traditional firms by the tightness of 
coupling that binds collaborating organizations 
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together. Interorganizational relationships vary 
significantly by the degree to which interdepen- 
dent organizations are loosely or tightly coupled 
(Weick, 1976). Within loosely coupled interorga- 
nizational forms there is a minimum of structur- 
ing, and common ownership of member orga- 
nizations is rare. Tightly coupled forms, by con- 
trast, are those in which member units are 
bound together using more -formal structures, 
and often these include common ownership of 
those units. 

However, going beyond this concept, it is im- 
portant to consider the degree to which joined 
organizations serve strategic, versus other less 
strategic, purposes. Although there are many di- 
mensions along which differences in purpose 
can be measured, two dimensions highlight the 
strategic aspects of purpose-the importance 
and permanence of a shared interorganiza- 
tional purpose. First, interorganizational rela- 
tionships can be differentiated according to how 
important collaboration is to the survival of each 
participating organization (Luke & Kurowski, 
1983; Morrisey, 1982; Shirley, 1982; Van de Ven, 
1976). Differences in importance discriminate 
between purposes that are strategic (involving 
high importance) and those that are not (low im- 
portance). What constitutes importance, of 
course, is likely to be highly susceptible to dif- 
ferential perceptions by each organization (as 
well as by individuals within each organiza- 
tion). A simple indicator of whether a collabora- 
tive relationship is important would be the 
amount of time devoted to building and main- 
taining collective relationships by the leaders of 
each collaborating organization. Certainly, an 
estimate of the financial or competitive impact 
(measured in terms of expected gains/losses in 
overall competitive advantage achieved by the 
collective or the participating organizations rel- 
ative to their rivals) of a collective effort would be 
a more direct measure of strategic importance. 

A second dimension of strategic purpose is the 
intended permanence of interorganizational 
linkages. In order to be truly strategic, a purpose 

must have long-term reach. Short-term objec- 
tives (implying less permanent linkages) are, by 
definition, not strategic (Shirley, 1982). Relative 
to the importance dimension, the anticipated 
permanence of an interorganizational relation- 
ship should be relatively easy to establish. It 
should be noted, however, that permanence is a 
dimension of purpose but not of the interogani- 
zational structure per se. The actual achieve- 
ment of permanence depends on many factors, 
not the least of which is an intention for a rela- 
tionship to be permanent. 

In sum, intended permanence and perceived 
high importance constitute two necessary con- 
ditions for the purposes of interorganizational 
relationships to be strategic. Further, strategic 
purpose in combination with the tightness of in- 
terorganizational coupling are essential dimen- 
sions for differentiating among interorganiza- 
tional forms that function as firms and those that 
do not. We have combined these two dimen- 
sions to form a classification of interorganiza- 
tional relationships, which is depicted in Figure 
1. The classification scheme also distinguishes 
the quasi firm from other loosely coupled inter- 
organizational forms. As indicated in Figure 1, 
tightly coupled organizations are classified as 
either firms or "latent" firms, depending on the 
degree to which strategic purpose is primary in 
determining the firm's viability. Latent firms in- 
clude those tightly coupled organizations that, 
because of a lack of stimulation in the external 
environment (e.g., they are natural monopolies) 
or because of their distinctive, often governmen- 
tal, roles in society, are not primarily driven by 
strategic purposes. This could include a number 
of organizational types, including, for example, 
large public utilities, the postal system, police 
systems, schools, park management organiza- 
tions, and some other service organizations. 
(For a discussion of such organizational types as 
well as their unique behaviors, given their dis- 
tinctive environmental circumstances, see 
Lawrence & Dyer, 1983.) 

Similarly, loosely coupled organizations are 
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classified in Figure 1 as either quasi firms or net- 
works, again depending on the degree to which 
strategic purposes are the basis of the collective 
effort. A network could be formed between any 
two or more organizations that collaborate on 
activities that are not sufficiently important or 
long term to be considered strategic. Likewise, a 
quasi firm could be formed when the purposes 
are more important to the collaborating organi- 
zations and are intended to be permanent. 

Given the above, we can now define' the 
quasi firm as a loosely coupled, enduring set of 
interorganizational relationships that are de- 
signed to achieve purposes of substantial impor- 
tance to the viability of participating members. 
Such an arrangement effectively functions as a 
firm that is absent the characteristic of owner- 
ship and many formal administrative structures. 

Creating and Maintaining 
the Quasi Firm 

The quasi firm represents a critically impor- 
tant category of interorganizational arrange- 
ments. The formation of a quasi firm, for exam- 
ple, may represent a viable alternative ap- 
proach for entry into new markets. Quasi firms 
may well facilitate more rapid and less risky en- 
try (and exit) than would acquisition or internal 
expansion strategies. This is true because only 
limited amounts of capital are required to estab- 
lish quasi firms when compared to what would 
be needed if more tightly coupled structures 

TIGHTNESS OF 
COUPLING 

High Low 

DEGREE OF High Firm QUASI FIRM 
STRATEGIC 
PURPOSE Low Latent Network 

FirmNewr 

Figure 1. The quasi firm as a specific form of 
loosely coupled interorganizational relation- 
ships characterized by high strategic purpose. 

would be created (either through acquisition or 
internal expansion). In the health care field, for 
example, a major commercial insurance com- 
pany could, during a matter of months, estab- 
lish the necessary contractual relationships with 
selected physicians and hospitals that would be 
needed to offer an HMO to a local market. Entry 
through acquisition would require immense 
amounts of capital, and it would entail enor- 
mous amounts of time to achieve agreement, 
assuming, of course, that local providers could 
be acquired. This may account for the growing 
popularity, on the part of commerical insurance 
companies (that are seeking entry into many 
markets) and many other health insurance or 
health delivery organizations, of PPO and IPA 
insurance/delivery modes over the more tightly 
coupled closed panel or group model HMOs. 

Other possible strategic advantages of the 
quasi-firm configuration include efficiencies of 
increased scale and scope, increased market 
share, and gains in legitimacy for some partici- 
pants. Many of the potential advantages of the 
quasi firm, however, may not be realized be- 
cause of the strategic inflexibility inherent in the 
structure of the quasi firm (Bresser & Harl, 1986). 
The ability to manuever quickly in response to 
environmental change requires that quasi firms 
establish long-run stability and appropriate 
mechanisms for decision making-operational 
issues to which we now turn. 

Stability of the Quasi Firm 

The "firm" status of the quasi firm introduces a 
number of important consequences unlikely to 
be experienced by either the less strategically 
oriented, loosely coupled networks or the more 
bureaucratically structured firms. By sharing in 
the important and permanent strategic purposes 
of a quasi firm, participating organizations in- 
tertwine their individual destinies to such a de- 
gree that powerful forces endogenous to the 
quasi firm, either convergent or divergent, could 
seriously complicate attempts to reconcile con- 
flicting objectives. Giddens (1979) suggested that 
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convergent and divergent forces are separate 
but complimentary determinants of a continual 
pattern of restructuring within organizations, 
and Fombrun (1986) explored the structural dy- 
namics of such forces within and between orga- 
nizations. Both recognized that organizational 
restructuring is an ongoing response to the di- 
versity of forces for change. In quasi firms, such 
forces could, indeed, put into jeopardy the del- 
icate balance inherent in their loosely coupled 
interorganizational structures. 

Divergent forces are likely to be "explosive" 
within quasi firms because they have the poten- 
tial to unravel the loose, and relatively unstable, 
structures of quasi firms. Individual organiza- 
tional participants, for example, could hold 
vastly different assessments of the probable con- 
tribution that the collective effort will make to the 
long-run viability of their own organizations. 
Thus, ultimately, they might differ significantly 
in their willingness to assume the risks of collec- 
tive behavior and, in time, to continue partici- 
pating in the quasi firm. Convergent forces, by 
contrast, are "implosive" because they could 
precipitate increasing formalization of the quasi 
firm's structure. This may be especially true for 
those quasi firms located in environments that 
are relatively uncertain and unstable. Loose 
coupling, for example, may provide insufficient 
cohesiveness within collective organizations for 
timely strategic decisions to be made in re- 
sponse to a changing environment (Bresser & 
Harl, 1986). Thus, powerful and simultaneous di- 
vergent and convergent forces have the poten- 
tial for producing major structural change 
within quasi firms during a relatively short span 
of time. 

Mechanisms for Strategic Decision Making 

In effect, the quasi firm may be an inherently 
unstable organizational form. Thus, in order for 
quasi firms to continue to function as loosely 
coupled organizations, they may need selected 
structural features that facilitate the making and 
implementation of strategy. Among these fea- 

tures, three are particularly important. Quasi 
firms will need to develop mechanisms for (a) 
making strategic decisons, (b) ensuring a unity 
of effort among collaborating organizations, and 
(c) determining and modifying membership in, 
and establishing the boundaries of, the quasi 
firm as it evolves over time. 

If quasi firms are to function effectively as 
firms, they must acquire a capacity for making 
strategic decisions or, in other terms, they must 
form a functional strategic apex (Mintzberg, 
1979). By definition, a quasi firm utilizes loose 
coupling in order to achieve strategic coordina- 
tion among collaborating organizations. In un- 
stable and unpredictable environments (which 
currently exist in many sectors of the health care 
industry), strategic decisions inevitably will 
need to be modified, often within short periods of 
time (Ansoff, 1979). Thus, for such organizations, 
we can expect that the pursuit of strategic con- 
sensus will consume significant amounts of or- 
ganizational energy (Quinn, 1980). Under such 
circumstances, a quasi firm could easily be- 
come impaired should it not evolve a functional 
capacity or mechanism for making and imple- 
menting strategic decisions. (Alternatively, the 
need to formalize decision-making mechanisms 
may be far less pressing in arrangements that 
have been organized to accomplish less impor- 
tant and/or permanent shared purposes [i.e., in 
networks] because collaborating organizations 
in such arrangements have less time, energy, 
and so forth, invested in collective behaviors.) 

Where the capacity for making strategic deci- 
sions, the strategic apex, should be located 
within a quasi firm is problematic. We suggest 
that such location will in part be determined by 
the direction of linkages that exist among the 
participating organizations. Interorganizational 
relationships can be horizontal (across markets), 
vertical (along the production chain), symbiotic 
(across products/industries), or any combination 
of these (Ansoff, 1965; Astley & Fombrun, 1983; 
Pennings, 1981; Porter, 1980). The strategic apex 
of a quasi firm, for example, is likely to be most 
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centralized within a single organization in ver- 
tically linked collectives, relative to what might 
be expected in symbiotic and horizontal collec- 
tives. In vertical systems, strategic decisions de- 
pend heavily on actions taken in the markets in 
which the most downstream firms operate. 
Thus, in vertically structured quasi firms, lead- 
ership in strategic decision making may natu- 
rally evolve to the organization within the verti- 
cal chain located most closely to the final con- 
sumer. In residential construction quasi firms, for 
example, strategic decision-making mecha- 
nisms may not even need to be formalized be- 
cause making strategic decisions is the role ap- 
propriately assumed by general contracting 
firms (perhaps accounting for the exclusion of 
this subject in Eccles' work), the most down- 
stream organizations in the residential construc- 
tion vertical structures. It is less likely, however, 
that any one organization will be in a position to 
assume strategic leadership in dominantly hor- 
izontal or symbiotic linked quasi firms. As a con- 
sequence, because interorganizational compro- 
mises are required in order that important and 
permanent decisions can be made, the creation 
of a strategic decision-making capacity should 
for the latter types of organizations be more of a 
challenge. 

A strategic decision-making capability is only 
one of the firm-like attributes a quasi firm must 
adopt in order for it to continue functioning. 
Mechanisms for implementing quasi-firm strat- 
egy must also exist. The members of each par- 
ticipating organization, not just the leadership, 
must be aware of, and committed to, the quasi 
firm's strategic goals. This requires that man- 
agement pay attention to creating an identity, a 
culture, and an information flow that crosses or- 
ganizational boundaries. In doing so, quasi 
firms may need to invest considerable effort and 
resources in order to achieve interorganiza- 
tional coordination in the pursuit of strategic ob- 
jectives. 

Just as we argued for the design of a strategic 
apex, mechanisms that are created to support 

the implementation of quasi-firm strategy will 
vary substantially, depending on whether verti- 
cal, horizontal, or symbiotic structures are pre- 
dominant. The specific mechanisms needed, the 
degree to which they are centralized in a collec- 
tive, and the intensiveness of monitoring and/or 
coordinating activities will be determined by the 
direction of the relationships among member or- 
ganizations. For example, if the organizations in 
horizontal quasi firms share common markets 
(i.e., they would be competitors if they were not 
coparticipants), more intensive efforts might be 
needed, when compared to organizations in 
which less competitive horizontal relationships 
are involved, to ensure a continuing culture of 
group interest and compliance with the collec- 
tive's strategy. In quasi firms that are dominated 
by vertical linkages, a single organization 
could, perhaps, more readily be designated the 
coordinative role (e. g., as played by general 
contractor firms in residential construction 
quasi firms). 

The existence of multiple interorganizational 
relationships introduces another problem for the 
quasi firm: determining its membership or, in 
other terms, specifying its outer boundaries 
(Laumann, Galaskiewicz, & Marsden, 1978). 
Identifying boundaries for firms may be partic- 
ularly challenging in the health care field be- 
cause of the complexity of interorganizational 
arrangements and the loose coupling that is fre- 
quently used to achieve interorganizational co- 
ordination. Some organizations in a loosely cou- 
pled firm may be heavily invested in shared 
strategic purpose, whereas others may have 
only limited dependency, and the number of the 
latter could be substantial for some collective or- 
ganizations. One could argue, however, that 
the boundary of the quasi firm should only be 
drawn around those organizations for which the 
collective serves a significant and long-term 
strategic purpose. Organizations with limited 
dependencies would, in this case, not be 
counted members of the quasi firm. 

The redrawing of boundaries over time, 
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though difficult, should be an important task for 
the quasi firm, especially if it hopes to maintain 
its stability over time. Rigidities introduced by 
heavy reliance on prior agreements to regulate 
collective membership and the distribution of 
both effort and profits/losses are likely to intro- 
duce significant complications for quasi firms as 
they grow and develop. The existence of hang- 
ers-on and/or collaborating organizations that 
are not rewarded commensurate with their rel- 
ative contributions certainly will introduce pres- 
sures for a realignment of membership and the 
drawing up of new rules that govern participa- 
tion. Thus, it is likely that mechanisms for ac- 
complishing necessary restructuring of bound- 
aries and conditions for membership will be es- 
sential for ensuring the survival of quasi firms. 

Research Agenda 

A significant agenda for research is sug- 
gested by application of the concept of loose 
coupling in general and the quasi firm in par- 
ticular to the investigation of interorganizational 
relationships. Such applications focus greater 
attention on interorganizational relationships 
that are designed to achieve strategic purposes, 
an area in which both conceptual and empirical 
work is lacking. 

A future research agenda could be organized 
around four general areas: (a) further delinea- 
tion of the quasi-firm concept, (b) conditions ex- 
plaining the frequency of quasi firms in different 
environments and industries, (c) identification of 
the structural mechanisms that are necessary 
for the functioning of the quasi firm, and (d) 
evaluation of the performance of quasi firms. 

We have proposed that quasi firms are distin- 
guishable by the importance and permanence 
of their strategic purposes and the loose cou- 
pling that ties the collaborating organizations to- 
gether. This scheme for classifying interorgani- 
zational forms includes only a few of the possible 
dimensions along which such systems might be 
classified. Organizations exchange many differ- 

ent types of resources (e.g., financial, human, 
and technological), for which different kinds of 
interorganizational structures may be needed. It 
could be hypothesized, for example, that quasi 
firms are more likely be used when financial 
resources become the primary medium of ex- 
change, as is now often the case in the health 
care industry. Research is needed in order to 
assess the utility of the dimensions proposed 
here and by others that may provide insight into 
the great variety of loosely coupled organiza- 
tional forms. In this effort, the recent work on the 
measurement of interdependence within orga- 
nizations would be pertinent (Victor & Black- 
burn, 1987). 

A second general area for future research is 
the identification of conditions under which 
quasi firms are found in significant numbers. As 
initially argued by Eccles, for example, when 
production is site bounded and requires the co- 
operation of autonomous or semiautonomous 
units, the quasi firm may be an appropriate or- 
ganizational form. In their study of American in- 
dustries, Lawrence and Dyer (1983) conceptual- 
ized the environmental conditions that are likely 
to produce differential strategic and structural 
responses by firms within industries. They also 
considered the circumstances under which 
quasi firms might be expected to evolve. We 
have suggested that loosely coupled relation- 
ships in general and quasi firms in particular 
may be effective interorganizational arrange- 
ments in selected industries that are undergoing 
rapid environmental change. 

Third, it is important to determine the kinds of 
structural mechanisms that are needed to en- 
sure the continued functioning of the quasi firm 
in the face of uncertainty and environmental 
change. We have proposed that quasi firms will 
need to create mechanisms for strategic deci- 
sion making, strategy implementation, and 
boundary maintenance. The degree to which 
these are created as quasi firms evolve should 
be examined empirically. In his discussion of the 
quasi firm in the residential construction indus- 
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try, Eccles (1981 a) did not examine these critical 
issues. We have suggested that this could be 
explained by a possibly unique feature of verti- 
cally structured quasi firms (which are predom- 
inant in the residential construction industry): 
the natural tendency for the most downstream 
organizations within the structure to assume 
strategic decision-making and coordinative re- 
sponsibilites. Which organizations might take the 
lead or how strategic decisions would be made, 
however, is problematic in other industries in 
which a variety and mix of directions in interor- 
ganizational linkages are present. 

In some cases, the strategic apex, as well as 
the other structural features needed to ensure 
long-term stability, may emerge naturally as a 
function of the technology of production or some 
other environmental/organizational factors. In 
other cases, it is likely that strategic leadership 
would be negotiated and some structures for 
sharing in and implementing strategic decisions 
would be created. In the latter cases, negotia- 
tions may require considerable organizational 
compromise, adding significantly to the instabil- 
ity of the quasi firm organizational form. 

A final area of research involves the perfor- 
mance of quasi firms. It is unclear how well 
quasi firms perform as strategic entities. We can 
only speculate on their relative strategic advan- 
tages and disadvantages. We have argued, for 
example, that quasi firms represent relatively 
efficient entry mechanisms for otherwise unco- 
ordinated and small-scale organizations. How- 
ever, do they possess the same advantages in 

overcoming mobility barriers, for pursuing low- 
cost strategies in their markets, or for achieving 
needed product differentiation? Although they 
might strengthen the competitive position of or- 
ganizations in given markets, will they facilitate 
the formulation and implementation of a diver- 
sified corporate strategy? Further, in keeping 
with Bresser and Harl's thinking (1986), will 
quasi firms impede the strategic flexibility of 
member organizations? 

A critical feature affecting the performance of 
quasi firms is their stability over time. It is im- 
portant to determine, for example, how stable 
the quasi firm is, given the countervailing pres- 
sures for convergence and divergence that exist 
when two or more organizations combine in the 
pursuit of significant strategic purposes. To what 
extent are quasi firms merely stages in an evolv- 
ing process from market-based to more bureau- 
cratic structures, as suggested by D'Aunno and 
Zuckerman's (1987) study of one form of health 
care network? 

Alternatives to bureaucratic forms should be 
given more prominence in both theory building 
and empirical research. Loosely coupled struc- 
tures have become exceedingly important in the 
health care industry and occur with great fre- 
quency in other industries (e.g., automobile 
manufacturing and petrochemicals). Further ex- 
ploration of loosely coupled interorganizational 
forms, especially those created to serve strategic 
purposes, will broaden our understanding of the 
incredible diversity of organizational responses 
to different market and technological conditions. 
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