
•-^'iHr^wB E2E1 

STRUCTURAL INTEGRATION GROUPS IN 

THE HEALTH CARE INDUSTRY 

by 

TIMOTHY MARK ROTARIUS, B.B.A., M.B.A, 

A DISSERTATION 

IN 

BUSINESS ADMINISTRATION 

Submitted to the Graduate Facul ty 
of Texas Tech University in 

Par t ia l Fulfillment of 
the Requirements for 

the Degree of 

DOCTOR OF PHILOSOPHY 

Approved 

May, 1997 

)^^m^nrm£Sii 



' ^ ^ ^ ^ • • • • • • • • • l i ^ ^ ^ ^ ^ ^ ^ i ^ v 

A 

ACKNOWLEDGMENTS 

My endeavors in this dissertation were supported by an outstanding 

dissertation committee—John D. Blair, Ph.D., Grant T. Savage, Ph.D., Myron 

D. Fottler, Ph.D., and Kimberly B. Boal, Ph.D. They, along v^th my valued 

colleague, John A. Buesseler, M.D., continually challenged me so that I was 

able to reach my goals and fulfill my dreams. I thank them for their 

guidance, especially John Blair. 

I am blessed that my LORD walked with me as I wandered down this 

path. My mother, Catherine Joy Ratti Rotarius, also deserves special 

recognition. Although she passed away many years ago, she instilled in me 

an undying love for knowledge. She taught me the value of learning from 

others. Thanks, Mom. 

In addition, I will never forget the unconditional love and support 

provided by my most dear friends, Phyllis and Preston Clements. They 

taught me the values of working hard and taking pride in a job well done. 

But, mostly, I wish to thank my wife and friend, Vel Marie (Sanchez) 

Rotarius. Mere words cannot begin to express my appreciation for her 

unconditional love and sacrifices during the four years I spent pursuing this 

dream. I would not have succeeded without her loving support and critical 

evaluations. I love you, Vel Marie. Thank you for inspiring me. You share 

in this accomplishment—it is as much yours as it is mine. 

u 

U'lfi^t^i'n .'-sKt^^^J 



1 ^ * - ! ^ 'U 

TABLE OF CONTENTS 

ABSTRACT viii 

nST OF TABLES x 

LIST OF FIGURES xii 

CHAPTER 

I. INTRODUCTION TO THE STUDY. 

Purpose of this Study 6 

The Research Questions 7 

Significance of this Study 8 

Organization of Succeeding Chapters 9 

n. LITERATURE REVIEW 11 

Chapter Overview 11 

Overview of Interorganizational Relationships and Health Care 11 

Interorganizational Relationships and Hybrid Arrangements 14 

Benefits and Costs of lORs 18 

Cooperation and/or Competition 19 

lOR ContiQuiun: Markets to Hybrids to Hierarchies 21 

Structural Linkages Involving Medical Groups 29 

Organizational Forms of Medical Group Partners 31 

u i 



S-MgSft 

Integration of Health Care 37 

Medical Groups and Other Medical Groups 39 

Medical Groups and Hospitals 45 

Medical Groups and Managed Care Organizations 54 

Medical Groups and Integrated DeHvery Systems/Networks 59 

Competitive Advantage 63 

Relevant Studies and Gaps in the Literatxire 70 

Theoretical Typology of Structural Integration Groups 79 

Number of Partners 79 

Level of Partner Interdependence 80 

Combining the Two Dimensions 82 

Comparison with Strategic Groups 87 

Propositions 90 

Propositions Related to Research Question #1 90 

Propositions Related to Research Question #2 91 

Propositions Related to Research Question #3 93 

Propositions Related to Research Question #4 104 

Chapter Summary 106 

m. RESEARCH METHODOLOGY 107 

Chapter Overview 107 

Data Source 107 

iv 

•'"••'•*^. s * - s ^ a . 



Sampling Frame 110 

Model and Construct Definitions 113 

Constructs and Individual Indicants 113 

Operationalization of Competitive Advantage 115 

Competitive Advantage Indicants 117 

Operationalization of Structural Integration Groups 119 

Structural Linkages—Other Medical Groups 122 

Structural Linkages—Hospitals 125 

Structural Linkages—Managed Care Organizations 127 

Structural Linkages—Integrated DeHvery Systems/Networks. 128 

Operationalization of Environmental Characteristics 129 

Environmental Indicants 130 

Operationalization of Organizational Characteristics 132 

Organizational Indicants 132 

Operationalization of Respondent Characteristics 135 

Respondent Indicants 136 

Analysis Methods and Statistical Procedures 138 

Methodology 139 

Chapter Summary 144 

IV. RESULTS AND INTERPRETATIONS 146 

Chapter Overview 146 



Descriptive Statistics and Generalizability 146 

Competitive Advantage Constructs '. 149 

Three Methods 150 

Results and Interpretations of Research Question #1 156 

Preparation for Cluster Analysis 157 

Determining the Number of Clusters 160 

Proposition la Findings 168 

Organizational Membership in Clusters 168 

Description of Cluster # 1—Master Collaborator 179 

Description of Cluster #2—Resistant Collaborator 179 

Description of Cluster #3—Aggressive Collaborator 180 

Description of Cluster #4—Cautious Collaborator 180 

Proposition lb Findings 182 

Interpretation of Clusters 182 

MulticoUinearity Analysis 185 

Expected Relationships Between Variables 190 

Results and Interpretations of Research Question #2 190 

Proposition 2a—^Findings 190 

Proposition 2b—Findings 194 

Results and Interpretations of Research Question #3 197 

Propositions 3a, 3ab, 3b, and 3d—Findings 197 

VI 

'r- y^i r'^l 



Results and Interpretations of Research Question #4 204 

Proposition 4a—Findings 204 

Proposition 4b—Findings 206 

Results and Interpretations of the Overall Model 209 

Chapter Summary 216 

V. CONTRIBUTIONS, LIMITATIONS, AND FUTURE DIRECTIONS .. 218 

Chapter Overview 218 

Contributions of this Study 218 

Implications for Practitioners 221 

Limitations of this Study 222 

Recommendations for Future Research 226 

Chapter Summary 229 

REFERENCES 230 

APPENDICES 

A. STRATEGY AND HEALTH CARE JOURNALS 246 

B. QUESTIONNAIRE ITEMS 247 

vu 



ABSTRACT 

This study focused on how structural integration groups (SIGs) affect 

competitive advantage. SIGs are a form of interorganizational relationships 

and are defined in this study as structural linkages between one type of 

organization and other types of organizations in the same industry. These 

SIGs represent patterns of structural relationships and are bsised on two 

dimensions: (1) the number of different partners; and (2) the level of 

interdependence between the partners. The specific configurations of these 

two dimensions result in unique SIGs that have specific and identifiable 

characteristics. Organizational membership in specific SIGs is hypothesized 

to affect the level of competitive advantage of the organization. 

The context specific backdrop for this study is the health care industry. 

Specifically, this study focuses on the structural linkages between medical 

groups and four types of health care organizations: (1) other medical groups; 

(2) hospitals; (3) managed care organizations; and (4) integrated delivery 

systems/networks. Using clustering techniques, these medical group 

structural linkages are analyzed to empirically generate SIGs. These SIGs 

are, in turn, examined using competitive advantage as the criterion to 

determine the performance effect of SIGs. 

The major findings of this study are that: (a) SIGs do exist; (b) SIGs 

do affect competitive advantage (although in the opposite direction than 
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expected); and (c) selected environmental and organizational characteristics 

explain much about SIG creation and they affect organizational competitive 

advantage to a greater extent than do SIGs. 
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CHAPTER I 

INTRODUCTION TO THE STUDY 

Interorganizational relationships (lORs) are ubiquitous in many 

industries (Pekar and Allio, 1994), including health care. They have been 

written about and discussed at great length in the literature (Borys and 

Jemison, 1989; Oliver, 1990; Buchko, 1994; Ring and Van de Ven, 1994). 

lORs are seen as relatively lasting interactions that occur between 

organizations in the same environment (Oliver, 1990). 

lORs are a form of organizational boundary spanning (Buchko, 1994) 

that are often entered into in order to reach outside individual organizations 

to secure needed resources, which should allow individual organizations to 

overcome competency limitations (Mitchell and Singh, 1996). They have the 

potential to become value-adding webs of relationships (Lorenzoni and 

Baden-Fuller, 1995) through the conversion of general assets into specific 

assets (Schoemaker and Amit, 1994), which can provide a long term buffer 

against organizational failure (Zuckerman, Kaluzny, and Ricketts, 1995) 

lORs take many forms. They are the hybrids (Borys and Jemison, 

1989; Williamson, 1991) between markets and hierarchies (Williamson, 1986, 

1991). They include, but are not limited to, informal and formal agreements, 

joint ventures, mergers and acquisitions, strategic alliances, virtual 

networks, and boundaryless systems. lORs vary depending on such factors 
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as the amount of partner autonomy, the level of individual partner identity 

compared to the lOR's identity, the level of investment and risk acceptance of 

each partner, the extent to which goals are shared between the partners, etc. 

lORs allow each partner to do more with less, especially in an era of limited 

resources (Barney, 1991). 

The business environment of today is unpredictable, complex, and 

chaotic (Halal, 1994). In the health care industry, environmental jolts 

(Meyer, Brooks, and Groes, 1990) from governmental and market forces are 

causing h5T)erturbulence (Shortell, 1994), which is defined as a situation 

where the rate of change is occurring faster than managers can react to it 

(O'Connor and Shewchuk, 1995). This hyperturbulence affects the business 

community much like an earthquake affects a house built on a fault. There 

are rumblings deep within the environment that result in an onslaught of 

wave after wave of new uncertainties (ShorteU, Gillies, and Devers, 1995). 

Executives in these high velocity (Eisenhardt and Bourgeois, 1988) 

environments are often left with a feeling of having no control over the 

direction of their organizations or of their industry. 

One organizational response to this vmcertainty is to conduct business 

using strategic webs of relationships (Blair and Fottler, 1997; Normann and 

Ramirez, 1993). These networks or patterns of structural linkages can create 

the flexibility necessary to meet changing environments, while, at the same 

time, making it possible to focus on specific issues by constraining the range 
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of possible solutions to problems. In other words, structural linkages allow 

executives to instill a certain level of stabiUty and control into what would 

otherwise be a very uncertain world. 

An ideal context specific setting in which to observe the creation of 

these strategic webs is the hyperturbulent environment of the health care 

industry. While other industries such as micro computer manufacturing also 

face a hyperturbulent environment, the health care industry is reacting to 

this high velocity environment by creating a major revolution in the overall 

financing and defivery of its product. 

For example, the emergence in the 1990s of the third generation of 

managed care (Duncan, Ginter, and Swayne, 1995) has resulted in the rapid 

changing of payment mechanisms firom fee-for-service (i.e., do more for more 

revenue) to capitation (i.e., do less to make a fixed amount of revenue last 

longer). Providers face increasing pressure by governments, third-party 

payers and employer coalitions to reduce costs (Halverson, Kaluzny, and 

Young, 1995), which often results in a loss of provider autonomy (Blair, 

Fottler, Paolino, and Rotarius, 1995; Ceme, 1994). 

In addition, there are changes in the actual delivery of health care 

services. Many of the procedures performed in hospitals in the recent past 

are now being provided through free-standing clinics and/or mobile units 

(e.g., rehabilitation, dialysis, and diagnostic imaging). Hospital inpatient 

surgeries decreased fi*om 75% of aU surgeries in 1983 to less than half (i.e.. 
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48%) by 1991 (Wolper, 1995). This has led to a corresponding reduction in 

inpatient revenue from 82% of hospital revenue in 1985 to a projection of 

only 50% by the year 2000 (Wolper, 1995). 

This revolution in health care deHvery and financing is forcing health 

care organizations to make frame-breaking structural changes now regarding 

how they will conduct business in the years to come (Meyer et al, 1990). 

These structural changes are occurring even though there is Httle sound 

evidence to describe it, understand it, or shape it (Gold, Nelson, Lake, 

Hurley, and Berenson, 1995). 

In this era of increased pressure to integrate and work cooperatively 

(D'Aunno and Zuckerman, 1987), hospitals, medical groups and health plans 

are creating networks and systems with varjring levels of integration (Gillies, 

Shortell, Anderson, Mitchell, and Morgan, 1993; ShorteU, GUlies, Anderson, 

MitcheU, and Morgan, 1993; Blair et al., 1995). These new structural 

linkages are being created to provide the foUowing types of value for both 

health care organizations and patients (per Coddington, Moore, and Fischer, 

1996): improving quality of care; re-emphasizing service (e.g., reducing 

waiting times, increasing the friendliness of staff, etc.); improving 

accessibility; reducing unit costs; improving operating efficiency (e.g., 

reducing unnecessary care, etc.); strengthening customer relationships; and 

enhancing product offerings. When structural linkages achieve these types 



of goals for the partners, the structural linkages have achieved coUaborative 

advantage (Kanter, 1994). 

There are many issues involved in the decision to form coUaborative 

relationships. These issues include both process and content issues. For 

example, prior to actively engaging in coUaborative relationships, 

organizational executives should ask the foUowing types of lOR content 

questions: what resources or strategic assets does my organization control 

(Barney, 1991; Schoemaker and Amit, 1994)?; what resources does my 

organization require from the environment (Pfeffer and Salancik, 1978)?; 

what are the power relationships between my organization and its 

stakeholders (Blair and Fottler, 1990)?; what structural relationships does 

my organization currently have?; does my organization's strategic orientation 

lend itself to taking risks or to defending my niche (MUes, Snow, Meyer, and 

Coleman, 1978)?; does my organization have proprietary resources, 

capabilities, and/or processes (Grant, 1991)?; etc. These kinds of lOR content 

issues are criticaUy important in order to understand what exactly is needed 

by the organization. This aUows the organization to find the right partner. 

After lOR content issues are analyzed, there are stiU two lOR process 

issues which must be resolved, prior to actuaUy engaging in lORs. They are: 

(1) given an organization's managerial resources, how many organizational 

relationships can the organization reaUsticaUy manage?; and (2) what is the 
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intensity level of partner integration that is best for the organization? In 

other words, from an lOR process standpoint, both the number of partners 

and the level of partner interdependence must be analj^ed. 

Purpose of this Studv 

The purpose of this study is to ascertain how these two lOR process 

dimensions of number of partners and level of partner interdependence 

combine and what effect this combining action has on organizational 

performance. In this study, structural linkages are represented by the new 

conceptual construct of structural integration groups (SIGs). 

SIGs represent the different patterns or interactions of the two lOR 

process dimensions of number of partners and level of partner 

interdependence. Potential partners of an organization include other intra-

industry organizations. Partner interdependence level indicates the 

intensity of the relationships between the partners. 

This study uses the context specificity of the health care industry. The 

focal organizations studied are U.S. medical groups. These medical groups 

are increasing in importance in today's health care environment as both cost 

containment and quality improvement play larger roles in the efficient and 

effective deUvery of health care. 

The structural linkages these medical groups are involved in are 

important to analyze and describe so that an overaU picture of health care 



delivery can be developed. The performance imphcations of the different 

tj^es of structural linkages are of paramount importance if the U.S. health 

care industry is to simultaneously achieve its two top priorities of cost control 

and quality enhancement. 

The Research Questions 

This study explores four research questions, aU relating to this new 

concept of SIGs. The first research question asks: Do SIGs exist and, if so, 

what do they look like? In other words, do the two independent dimensions 

of number of partners and level of partner interdependence combine into 

discernible patterns of SIGs? The second research question to be examined 

is: What predicts the existence of SIGs? For example, are there 

environmental and/or organizational characteristic$ which predict an 

organization's membership in specific SIGs? 

The third research question asks: Does membership in SIGs lead to 

organizational competitive advantage? The fourth research question 

examines: Are there environmental and/or organizational characteristics 

which predict an organizations competitive advantage? 

AU of these four research questions wiU be examined from the context 

spedfidty of the health care industry, specificaUy the medical group segment 

of healthcare. 



Significance of this Study 

This study Ulustrates a way to examine the context specific 

relationship between lORs and performance using a context specific 

approach (Blair and Hunt, 1986). SpecificaUy, it provides insight into the 

argument that health care organizations enter into lORs in order to 

positively position themselves vis-a-vis their competitors (i.e., to gain a 

competitive advantage; ShorteU and Zajac, 1990). 

The changes underway in the deHvery and financing of health care in 

the U.S. are making lORs (i.e., structural linkages) an attractive strategy for 

many health care organizations. This high rate of lOR activity in the U.S. 

health care industry makes this specific industry an ideal one in which to 

pursue the potential relationships between structural linkages and 

organizational performance. 

The focal organizations of this study are medical groups, an important 

and significant segment of the health care industry. For various reasons 

(e.g., high visibiHty within the local conununity, very formal hierarchical 

form, etc.), hospitals have traditionaUy been the focal organizations of much 

of the past health care research. By using medical groups instead hospitals, 

the base of health care research is thereby expanded firom mostly hospitals to 

include the other major organizational health care deHvery structural form, 

medical groups. 
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Environmental change forces organizations to create new strategic 

responses. These novel organizational responses are affecting the way 

organizations measure organizational effectiveness. In other words, the 

traditional ways of evaluating businesses (such as growth) are no longer 

complete in this h5rperturbulent environment. In addition to the 

fundamental effectiveness criteria of profits and survival, firms must now be 

responsive to many key stakeholders, who either did not matter as much 

several years ago or were competitors until rather recently. The new 

effectiveness criteria include continuous quaHty improvement of products 

and services and an expanded definition of service orientation and cost 

effectiveness, as weU as the traditional criteria of market share, profitabUity, 

and organizational survival. 

The actual linking of lORs and competitive advantage fiUs a gap in the 

empirical research performed to date. While it is often posited that lORs wiU 

lead to better performance because of such things as a reduction in 

uncertainty, access to new markets, etc., the empirical research to date has 

not fuUy explored the direct relationship between structural linkages and 

competitive advantage. 

Organiy.fltinn of Succeeding Chapters 

The remainder of this dissertation is organized as foUows. Chapter H 

provides a theoretical and empirical review of the Hterature that is relevant 



to the support of the research questions and the propositions of this study. 

Chapter m provides a detaUed discussion of the research methodology, 

including data source, model and construct definitions, operationalization of 

the constructs, and the analysis plan. 

Chapter IV presents the results of the empirical analyses, including 

construct measurement issues, and findings and interpretations of the 

propositions. FinaUy, Chapter V discusses the contributions, limitations, and 

future directions of this study. 
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CHAPTER n 

LITERATURE REVIEW 

Chanter Overview 

This chapter begins with a presentation of the Hterature review, which 

covered the time period from the late 1980s to the present. Appendix A 

indicates the journals that were searched. The results of the Hterature 

search are presented using the major topics of: (a) overview of context free 

interorganizational relationships (lORs), along with an overview of the 

context specificity of the health care industry; (b) lORs and hybrid 

arrangements; (c) structural linkages involving medical groups; and (c) 

competitive advantage. Tables showing the relevant theoretical articles and 

empirical studies are included. 

Next, this chapter presents a discussion of the gaps in the context free 

and context specific Hteratures. FinaUy, a theoretical discussion of structural 

integration groups (SIGs) is presented, which leads to a discussion of the 

specific propositions tested in this study. 

Overview of Interor^aniyational Relationships and Health Care 

Albert Einstein (per Reinertsen, 1995) is credited with making the 

foUowing point about research: The significant problems we currently face 
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cannot be solved at the same level of thinking we were at when we created 

them. This profound view of the conceptualization of research is readily 

apparent in strategic studies. For example, ten years ago, strategy was 

viewed as something that aUowed the firm to position itself in the right place 

within the value chain (Porter, 1985). Today's view of strategy is that 

organizational strategy must now set the stage for the firm to reinvent the 

firm's value within the entire value consteUation of a web of relationships 

(Normann and Ramirez, 1993). In order to manage this value consteUation, 

firms must understand the roles, relationships, and operational practices of 

each individual entity in the consteUation. 

The gogd of the consteUation is to get to the future first (Hamel and 

Prahalad, 1994). In order to get to the future first, business executives must 

either see opportunities not seen by others or be able to exploit opportunities, 

by virtue of consistent capabUity building (Barney, 1995). The abUity to 

renew capabiHties has taken on a more urgent focus as the environmental 

landscape becomes more egaHtarian regarding the ease of and fast access to 

information. This future oriented look is especiaUy important to the U.S. 

health care system. 

The health care industry is in a constant state of change (Coddington, 

Moore, and Fischer, 1994; Blair et al., 1995). It is changing on almost aU 

fi-onts. For example, the health care industry has been characterized as 
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moving fi-om a hospital centered system focusing on episodic care and 

institutional planning, to one that is system centered with an emphasis on 

the total health of patients through a seamless deHvery system, which uses 

market based planning (Coddington et al., 1996). 

As the United States health care industry moves toward its future, it 

is constantly reminded of the three major health care goals: cost, quaHty, 

and access. Arguably, the U.S. health care industry possesses the highest 

quaHty acute health care of any country. While there may be isolated 

examples of poor technical quaHty in the U.S. in some areas of long term 

care, rehabUitative services, etc., the overaU U.S. picture of health care 

quaHty is one of top notch, state-of-the-art acute care. 

However, cost and access continue to be problems that plague the U.S. 

health care system. Cost of health care in the U.S. is approaching 15% of 

gross national product (GNP) or $1 trUHon doUars per year (ShorteU et al., 

1995). While it appears that costs have continued to rise despite the best 

efforts of the health care system to place restrictions and constraints on 

payments to providers, there is some evidence that managed care may be 

resulting in a leveling of costs (State Health Watch, 1996). 

Access is also a major problem in the U.S. There are between 15 

miUion and 50 miUion uninsured and uninsurable people in the United 

States (HeUander, Moloo, Himmelstein, Woolhander, and Wolfe, 1995; 

Newacheck, Hughes, and Cistemas, 1995; Rowland, Lyons, Salganicoff, 

and Long, 1994; WeU, 1994). The umnsured are simply those without 

adequate health insurance. However, the uninsurable are often the very 
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sickest of the population. It has been calculated that the cost to treat 

uninsurable patients is more than three times the sum spent on aU the 

insured plus aU the uninsured, yet insurable, patients (WeU, 1994). 

While governmental initiatives often indicate that change is expected 

(i.e., the government acts a proxy for the general pubHc), market forces 

generaUy take the lead and try to control the type and speed of change. 

Currently, the structures of health care deHvery and financing in the United 

States are in the throes of government initiated, market directed change. 

This movement of the health care industry to a managed care system via 

integrated deHvery systems is forcing health care providers to reexamine 

where they can best add value within the total health care value 

consteUation in order to gain competitive advantage over other providers. 

The major focus of this structural change is coUaboration. This focus 

on coUaborative efforts by provider and financing organizations assumes that 

the conflicting demands of cost containment of health care deHvery, improved 

health care quaHty, and better access to health care services can be met 

through various coUaboration efforts. These coUaborative activities are 

intended to aUow organizations to meet these demands, which should affect 

competitive advantage of the organization. 

Interorgflnizfltional Relationships and Hvbrid Arrangements 

Organizations are in an aU time high number of lORs (Pekar and 

Allio, 1994). These range from informal purchasing and negotiating 
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cooperatives to complete vertical integration (i.e., fuUy iategrated deHver\̂  

systems in health care). This coUaborative environment is ubiquitous and is 

a very different environment than the one facing organizations in many 

industries just a decade ago. Thus, lORs (i.e., structxiral Hnkages) of an 

organization can be seen as resources that leaders of organizations can use to 

attain competitive advantage. 

Structural linkages, as used in this study, are better known in the 

organizational theory Hteratiire as lORs. Structural Hnkages take many 

forms. They are the hybrids (Borys and Jemison, 1989; WUHamson, 1991) 

between markets and hierarchies (WUHamson, 1986, 1991). They include, 

but are not limited to, informal arrangements, formal agreements, joint 

ventures, and acquisitions. They go by many different names, such as 

vertical integration, strategic aUiances, mergers, consortia, federations, 

networks, virtual organizations, etc. depending on the level of 

interdependence present in the specific structural linkage. 

Structural Hnkages are very prevalent in today's business world, 

which is described as unpredictable, complex, and chaotic (Halal, 1994). 

This, according to Halal (1994), leads to the world conducting business using 

webs of relationships between organizations. These webs or networks or 

patterns of structural Hnkages aUow executives to biuld in some stabiHty and 

comfort into the ubiquitous uncertainty present in their world. 
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Each tj^e of structural Hnkage represents differing amounts of 

interdependence (i.e., autonomy, investment, risk for the partner 

organizations, etc.). In addition, aU structural linkages involve the concept of 

coUaboration. CoUaboration is defined in this study as: voluntary work 

conducted by two or more organizations for the purpose of achieving common 

goals within known or unknown time constraints, and to aUow each partner 

to maintain its own individual identity and self interest. 

CoUaboration is entered into by partners in order to aUow each partner 

to do more with less, especiaUy in this era of limited resources (Bergquist, 

Betwee, and Meuel, 1995). This aUows each organization to be more 

responsive and flexible in this age of often intense and turbulent changes in 

the environment. When coUaboration achieves these types of goals for the 

partners, it is said that the structural linkages have achieved coUaborative 

advantage (Kanter, 1994). 

Successful organizations (i.e., those with competitive advantage) must 

attract resources of aU kinds. One way to gain access to resources is to form 

lORs to draw in capital, suppHers, customers, etc. lORs have been heavUy 

discussed in the Hterature (Borys and Jemison, 1989; Lorange and Roos, 

1992; OHver, 1990, 1991; Buchko, 1994; Ring and Van de Ven, 1994). lORs 

are relatively lasting interactions that occur among and between an 

organization and other organizations in its environment (OHver, 1991). 

AUiances aUow the pooHng of resources (Kanter, 1989) and the sharing of 
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risk in confronting the harsh reaHties of today's business arena of 

complexity, uncertainty, and change. Alliances arise out of mutual (i.e., win-

win) needs (Zuckerman et al., 1995). 

lORs are any relationship involving two or more organizations. lORs 

faU on a continuum ranging from informal to highly structured (this 

continuum wiU be discussed in the next section). The key component of aU 

lORs is that two or more organizations decide to cooperate with each other to 

achieve an objective faster and/or more efficiently than would be possible by 

any one firm on its own. EssentiaUy, lORs represent a form of boundary 

spanning for each partner organization (Buchko, 1994). 

(Drganizations make the decision to cooperate with each other because, 

in today's rapidly changing environment, the new chaUenges confronting 

firms cannot be met with the repertoire of existing organizational forms 

(Kaluzny and Zuckerman, 1992). AU cooperative ventures must have as a 

goal that each member must benefit firom the cooperation, or the members 

would have no reason to coUaborate (Zuckerman and D'Aunno, 1990). Value 

adding partnerships are required as organizations seek to find ways to exist 

without necessarily adding internal capacity (Kanter, 1989). The pace of lOR 

formation has increased dramaticaUy in the last fifteen years. There were 

about 5,000 lORs in the period from 1980-1987. However, from 1988-1992, a 
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time frame about half as long as the earHer period, there were over 20,000 

lORs formed! (Pekar and AUio, 1994). 

Benefits and Costs of lORs 

OHver (1991) has identified several specific reasons or benefits for 

entering into lORs. These include: necessity (e.g., to overcome regulatory 

barriers); opportunism/asymmetry (i.e., desire to control or have access to 

another organization's resources such as distribution systems, technology, 

etc.); increase stabiHty/predictabiHty (i.e., reduce risk and manage 

uncertainty); institutional legitimacy (i.e., to appear to be at prevailing 

norms); efficiency (Le., synergistic combinations of resources); and reciprocity 

(i.e., to work toward goals shared with other organizations). In addition, 

lORs often provide the opportunity to invest in ideas that woidd be 

prohibitively expensive or risky for one firm to attempt (Buchko, 1994). 

lORs also have costs or risks associated with partnering. These costs 

can include such risks as sharing of proprietary technology and other secrets, 

aUowing competitors access to your competitive plans, becoming a captive 

suppler to the lOR (i.e., over time, the lOR becomes tiie firm's only customer), 

and a redistribution of power and dependency relationships (Buchko, 1994). 

lORs have several key factors that must be understood for the 

arrangement to succeed (Borys and Jemison, 1989). For example, some of the 

key issues include: there must be a common purpose between the partner 
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organizations, which reconcUes the differing goals of each partner; the 

boundaries of where partner firms end and the hybrid begins must be 

determined; and the lOR must create value, thereby improving the 

competitive advantage of each partner. 

lORs can buffer an organization from faUure (Miner, Amburgey, and 

Steams, 1990). However, only strategic lORs can be long-term buffers 

(Zuckerman et al., 1995). lORs that have a strictly operational perspective 

wiU not provide long term organizational buffering. The key to utilizing 

lORs and recognizing aU the attendant benefits whUe reducing 

organizationad risk is to know which aUiances wiU be valuable in the future 

(Hamel and Prahalad, 1994). In other words, what new structural 

competencies are required for firms to be successful in the uncertain future? 

Cooperation and/or Competition 

One very important issue brought to the forefront when discussing 

lORs involves the debate about cooperation versus competition. Although 

lORs do involve a certain amount of cooperative behavior, the ideas of 

competition and competitive advantage are stiU very much aHve and weU. 

For example, both cooperation and competition can exist between the 

subsidiaries of a parent corporation (HoskLsson, HiU, and Kim, 1993) and 

between health care partners (Greenhalgh, 1995). 
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In these types of situations, cooperation between the subsidiaries or 

components is required to coordinate the actions of otherwise independent 

organizations, so that the coUaborative advantage (Kanter, 1994) of network-

type organizations can be realized (i.e., so that skills can be transferred, 

resources can be shared, complimentary investments can be made, etc.). This 

cooperation or coUaboration is viewed as: (1) a way for organizations to 

overcome competency limitations (MitcheU and Singh, 1996); and (2) an 

avenue through which subsidiaries or component organizations can work 

toward the common goals of the parent or integrated deHvery system. Thus, 

aU lORs are based on cooperative relationships that facUitate the exchange of 

resources across organizational boundaries through the coordination of 

activities and sharing of benefits (Browning, Beyer, and Shetler, 1995). 

However, competition is also present between the subsidiaries or 

components. This competition is for the scarce resources of the parent or the 

integrated deHvery system. Competition for these scarce resources is 

necessary in order to ensure that the managers of the subsidiaries and 

components can be held accountable for performance. Therefore, whUe lORs 

and cooperation are popular terms to use today, they have not eliminated the 

concept of competition between cooperating organizations. 

In addition, even with aU the expected cooperation between 

subsidiaries (or components), the lOR, itself, must compete with other 

organizational forms in its market area. For example, an integrated health 
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care deHvery system (IDS) attempts to meet the health care needs of its 

member patients. To do so, the IDS stresses cooperation (i.e., trust and a 

cooperative negotiating framework, per Sheppard, 1995) between its 

component entities. However, the IDS and its component entities are stiU 

competing with other IDSs, medical groups, and hospitals using the 

competitive advantage perspective. In effect, the IDS is practicing the new 

paradigm of competition wherein the iadividual entities change from 

competing as a single entity to competing as a coaHtion of entities (Hamel 

and Prahalad, 1994). 

One final note about cooperation versus competition: by cooperating, 

organizations may be distracted from the primary driving pressure of aU 

economic exchanges in our society—competition. The main strategic goal of 

aU organizations is to create and maintain competitive advantage. An 

organization wiU not be as successful at achieving competitive advantage if it 

must subordinate its goals for the good of the parent. 

lOR Continuum: Markets to Hvbrids to Hierarchies 

lORs take many distinct forms. They are alternatively referred to as 

aUiances. informal agreements, mergers, cooperative ventures, networks, 

horizontal integration, joint ventures, vertical integration, etc. How can we 

make sense of aU these different terms? What distinguishes one type of lOR 

from another? 
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Transaction cost theory can be one categorization framework for 

understanding lORs. Transaction cost theory uses the concept of "efficient 

exchanges" to develop a continuvmi from markets to hierarchies (WUHamson, 

1986). Table 2.1 Ulustrates the differences between markets and hierarchies 

using three criteria: (1) the type and length of the exchange; (2) the level of 

asset spedfic investment necessary; and (3) the manner in which confficts are 

resolved. 

For example, markets are the most efficient means of exchange when 

there are single exchanges of short duration with virtuaUy no asset spedfic 

investments, and when the relationship between the parties is governed by 

legal threat (i.e., contract breaches are enforced or remedied by courts). 

Hierarchies, on the other hand, are deemed the most efficient exchange 

mechanisms when there are continuous exchanges of indefinite duration 

using highly asset spedfic investments, and where the relationship between 

the parties is governed by the use of rules and procedures (i.e., accepted 

norms of one business). 

Using this transaction cost framework, any exchange mechanism 

between markets and hierarchies is assiuned to be carried out usiag hybrid 

organizational forms (Borys and Jemison, 1989; WUHamson, 1991). These 

hybrids represent the different types of lORs. Figure 2.1 iUustrates this type 

of market-hybrid-hierarchy continuum, with specific types of lORs shown 

within the hybrid category. 
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Table 2.1 

Markets versus Hierarchies 

Criteria 
Market 

Transactions 
Hierarchical 
Transactions 

1. Exchange Type 

and Length 

2. Asset-Specificity 

3. Conflict Resolution 
Method 

Single exchanges of 

short duration. 

None. 

Legal threat. 

Continuous 

exchanges of 
indefinite duration. 

Very high. 

Rules/procedures/norms. 

5 
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Regarding the choice of names for the different types of lORs shown in 

this figure, other researchers have used different names for the distinct 

categories within hybrids. For example, hybrids have been subdivided into 

recurrent and relational transactions (Riag and Van de Ven, 1992) and into 

coopting, coalescing, quasi-firm, and ownership categories (Longest, 1990). 

StiU other classffication schemes for hybrids include much more detail such 

as subdividing formal arrangements into simple and complex contracts. 

However, aU of these differing ways to subdivide hybrids use essentiaUy the 

same tĵ pes of criteria as used in this study and described next. 

When analyzing lORs, a natural dimension to use for ordering the 

different t5T)es of organizational relationships is degree of interdependence. 

A good measure of interdependence automaticaUy takes into account the 

three criteria used above to separate markets from hierarchies (i.e., exchange 

type and length, asset specificity, and conflict resolution method). As shown 

on Figure 2.1, the degree of interdependence increases from left to right (i.e., 

as you go from market to hierarchy). For example, informal arrangements 

represent a relatively low level of integration between organizations. 

However, networks and systems, which are also known as boundaryless 

organizations (Devanna and Tichy, 1990) and virtual organizations, require 

considerably more integration and, hence, interdependence between the 

partners than many of the other t5T)es of hybrids. A brief discussion of each 

of the distinct types of relationships shown on Figure 2.1 foUows. 
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Markets. As described earHer, this is the situation where aU entities 

doing business together operate as separate and distinct entities. Each party 

has complete autonomy and reHes on other organizations only for commodity-

type resources. Typical arrangements would be multiple suppHers vying to 

seU to multiple buyers. None of the buyers nor the seUers has any particular 

allegiance or interdependence to any of the other buyers or seUers. 

Informal Arrangements. These types of relationships between 

organizations involve some smaU level of aUegiance between the parties. An 

example of an informal arrangement would be the traditional referral 

patterns that have existed among physidans for many years. In the past, the 

entire health care industry operated as a fragmented deHvery system 

because of its reHance on these types of informal arrangements. In fact, the 

prevalence of informal relationships in the health care industry led to the 

characterization of health care as being deHvered in a "non-system." 

Formal Arrangements. These relationships involve considerable more 

structure and formaHty than the other types already discussed. TypicaUy, a 

contract or other document is drawn up that spedfies the obHgations of each 

party. An example of a formal arrangement is a Hcense agreement. This 

involves the purchase by one firm of the right to use an asset of another firm. 

Joint Ventures. These arrangements imply the creation of a new 

organization by two or more partners. Depending on the level of involvement 

of each of the new partners, the partners can be either equal or non-equal 
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partners. These are generaUy set up for an express purpose that should 

benefit aU parties whUe reducing the risk to each individual entity. In 

health care, joint ventures have been anal5rzed using the two dimensions of 

potential for financial success and potential for relationship success (Blair, 

Slaton, and Savage, 1990). 

Horizontal Integration. Horizontal integration impHes somewhat more 

integration effort than the relationships discussed thus far because these 

arrangements are often between multi-point competitors. In a recent survey, 

48% of hospital chief executive officers said they beHeve their hospitals would 

merge with or acquire another hospital (Ceme, 1993). This particular hybrid 

arrangement has been analj^ed from a rural hospital-urban hospital setting 

using the two dimensions of potential for conflict over control of the rural 

hospital, and the potential for matching resources of the urban hospital with 

the needs and requirements of the rural hospital (Savage, Blair, Benson, and 

Hale, 1992). 

Networks/Svstems. Network/system organizations go by several other 

names induding boundaryless organizations, virtual organizations, 21st 

century organizations, etc. Networks aUow for the coUective assets of many 

firms to enjoy synergistic relationships (ShorteU and Reinhardt, 1992; 

Hinterhuber and Levin, 1994). TypicaUy, these organizational forms are 

loosely coupled and have semi-permeable boundaries. This aUows for the 

easy flow of information between the entities making up the network/system. 
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It also impHes much more relationship intensity (i.e., a high level of 

interdependence between partners). 

The focus of a network/system is on core processes of the 

network/system, not each individual entity^s core processes. It has been 

suggested that the urgency with which the health care industry has 

embraced networks/systems is due to the abiHty of these organizational forms 

to deHver more value to more people than the health care deHvery approach 

currentiy in use (ShorteU and Reinhardt, 1992). 

Mergers/Acouisitions. Mergers are the unification of multiple entities 

into one entirely new organization. Acquisitions occur when one firm 

completely purchases another firm. There is a huge Hterature base 

regarding mergers and acquisitions. These types of integration efforts have 

their roots in the growth and diversification periods of strategic management. 

Mergers and acquisitions can result in complete vertical integration. 

However, they do not necessarily lead to that. Within health care, an 

organization that iUustrates the merger/acquisition approach is Colimibia. 

HierarchvA^ertical Integration. Complete vertical integration occurs 

when the entire Hnkage of suppHers, producers, and customers comes tmder 

one hierarchical authority. Operational benefits of vertical integration can 

indude a reduction of costs due to the elimination of dupHcate processes and 

overhead. It can also lead to improved coordination of activities and 

functions. Competitive benefits may indude the gaining of access to 

28 



important resources and the creating of synergies firom the bundling of 

resources. 

Backward integration, a subset of vertical integration, has been 

researched in health care using hospital sponsorship of ambulatory care 

centers (Bigelow and Amdt, 1991). For vertical integration in health care to 

be considered effective, it must provide (per Cave 95): operational stabiHty 

(i.e., one governance structure that has strong physidan bonds to the 

system); a strong physidan primary care base; effident deHvery of health 

care services through such activities as: (1) rigorous credentiaHng to select 

physidans; (2) retention of effident physidans; and (3) maintenance of the 

optimal primary care/spedalist staffing ratio; and expansion of the covered 

system to ensure geographic access to physidans. 

The discussion now turns to the specific lORs and hybrid 

arrangements in the health care field that involve medical groups. In the 

remainder of this Hterature review, the term structural Hnkages wiU be used 

to refer to lORs and hybrids. This is to reinforce the concept of structural 

linkages so it can be seen as an appropriate independent variable for this 

study. 

Structural Linkages Involving Medical Groups 

The health care industry is an ideal setting to observe how structural 

linkages affect competitive advantage. Competitive advantage is 
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increasingly important to health care organizations because the industry is 

in the midst of a major revolution, with the health care en\ironment 

experiencing a state of hyperturbulence. The changes underway in the 

deHvery and financing of health care in the U.S. are making lORs (i.e., 

structural Hnkages) an attractive strategy for many health care 

organizations. The presence of managed care in many markets is pressuring 

health care organizations to control costs and assume greater financial risk 

for the health outcomes resulting from their services (Halverson et al.. 1995). 

For example, pa3rment mechanisms have been rapidly changing from 

"do more for more revenue" to "do less to make a fixed amount of revenue last 

longer." Providers face greater scrutiny by payers, employer coaHtions, and 

the pubHc, resulting in a loss of autonomy (Blair et al., 1995; Ceme, 1994). 

For example, the pubHc is better informed and there seems to be a more 

active and diversified group of health care purchasers, which is leading to 

changes in the deHvery of health care services. In addition, employers, 

whose health benefit costs increased 60% between 1987-1990 (Shouldice, 

1991), payors, and the government continuaUy caU for reform as increases in 

health care expenditures continue to rise. This is causing a push to curtail 

these rising health care costs (Halverson et al., 1995), which have historicaUy 

outpaced inflation, sometimes by as much as a factor of two (ShorteU and 

Reinhardt, 1992). These cost control efforts may be working. Managed care 

appears to be leveHng health care costs (State Health Watch, 1996) 
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This market based health care reform is one of the most complex 

domestic issues facing the U.S. (O'Donovan, 1994). This major health care 

revolution is forcing health care organizations to make frame breaking 

changes in how they wiU conduct business in the years to come (Meyer et al., 

1990). 

This study analyzes the partners of medical groups. Four potential 

partners of medical groups have been identified for analysis: (1) other 

medical groups; (2) hospitals; (3) managed care organizations; and (4) 

integrated deHvery systems/networks. The organizational forms of each of 

these partners are discussed next. 

Organizational Forms of Medical Group Partners 

The four potential partners of medical groups can organize into any of 

several different t5rpes of organizational forms. Examples of these different 

types are shown on Table 2.2 and described next. 

Medical Groups. These organizations can be dassified many different 

ways. For example, they be categorized as solo practices or medical groups. 

Solo practices, as defined by the professional association of medical group 

executives, the Medical Group Management Assodation (Englewood, 

Colorado), are those organizations in which either one or two physidans 

operate as a single entity. Medical groups, therefore, are defined as medical 

provider entities with three or more physidans. 
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Table 2.2 

Health Care Organizational Forms 

Selected Categorizations of: 
Medical Groups 

Hospitals 

Managed Care Organizations 

Organizational Forms 
Solo or Group? 
Single-Specialty or Multispecialty? 
Primary Care or SpeciaHst? 
Academic Practice Plan? 

General or Specialty? 
Urban or Rural? 
Profit or Not-For-Profit? 
Independent or System Member? 

Preferred Provider Organizations/ 
Arrangements 

Health Maintenance Organizations 
• Staff Model 
• Group Model 
• IPA Model 

Integrated DeHvery Systems/ 
Networks 

Loosely Integrated Networks 
FuUy Integrated Systems 
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Medical groups can also be categorized as either single spedalty or 

multispedalty. Or, the designation can be primary care as opposed to 

spedaHst. Primary care typicaUy indudes general practice, famUy medidne, 

internal medicine, pediatrics, and, possibly, obstetrics/ gynecology. SpedaHst 

designations refer to other specialties Hke cardiology and orthopedics. In 

addition, medical groups are often divided between academic practice plans, 

which provide the teaching function for medical schools, and non-academic 

practice plans. There are many other ways to subdivide medical groups. 

This discussion was presented only as an iUustrative example. 

Hospitals. Selected categorizations of hospitals include whether the 

hospital is considered a general or specialty hospital (i.e., psychiatric) or 

whether it is urban or rural. In addition, a popular dassification system is 

the tax status of the hospital—for profit or not-for-profit. Most county and 

reHgious hospitals are not-for-profit. An interesting point about not-for-profit 

hospitals is that they can contain internal entities that are considered for 

profit divisions (e.g., departments that seU management services to other 

entities). Hospitals can also belong to systems or be considered independent. 

This affects the level of autonomy the hospital has when performing such 

fiinctions as negotiating with managed care organizations and strategic 

planning. 

Managed Care Orgflnizatinns (MCOs). These organizations represent 

the financing portion of health care deHvery. They can be classffied in 
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different ways. For example, MCOs can be of the closed or open variety. 

Open MCOs aUow any physidan who meets the MCOs specific credentiaHng 

criteria to treat patients and receive compensation from the MCO. Closed 

MCOs only aUow those physicians who are spedficaUy contracted with or 

who are employees to treat patients and receive compensation from the MCO. 

For purposes of this study, MCOs wiU be dassffied into two broad 

categories (per Shouldice, 1991): (1) preferred provider organizations (PPOs) 

or arrangements (PPAs); and (2) health maintenance organizations (HMOs). 

PPOs rarely resemble traditional organizations in the conventional sense. 

Rather than being hierarchical organizational forms, they are generaUy 

brokered arrangements between providers and purchasers of health care 

services. Thus, the term PPA. BasicaUy, in PPOs and PPAs, a select, Hmited 

panel of providers contracts at a discount to provide health care services to a 

members of the PPO/PPA. It has been suggested that PPOs/PPAs may only 

be transitional arrangements, which wiU continue to evolve into fuU-blown 

HMOs. However, many PPOs/PPAs stUl exist today, and it has been 

demonstrated that MCOs do not change organizational stmcture very 

willingly (Wholey and Bums, 1993). 

HMOs are legal entities with boards of directors. There are three basic 

HMO forms as defined by the U.S. government (Shouldice, 1991): the staff 

model; the group model; and the IPA model. These forms differ on several 

criteria, two of which wUl be discussed for each of the three HMO types 
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presented here: (1) the method used to pay physidans; and (2) the method 

used to provide services. Actual HMOs may adopt sHghtiy different methods 

to conduct business or may combine features from each of these three models. 

These "network" and "hybrid" models are beyond the scope of this study. For 

iUustrative purposes, a discussion of the first three HMO models wiU be 

adequate. 

The staff model HMO employs the majority of physicians it uses. 

Some specialist medical fields for which there is not enough demand by the 

HMO members may not be hired as employees, but may, instead, be on 

contract. But, for the most part, physidans are employees of the HMO (i.e., 

"W-2 physicians"), which leads this type of HMO being of the dosed panel 

type of MCO. In addition, staff model HMOs typicaUy own the facUities 

through which services are provided. This results in the "cHnic" atmosphere 

of staff HMOs. 

The group model HMO is an entity that contracts with groups of 

physidans to provide services to the members of the HMO. This type of 

HMO may be a closed or open panel MCO. The medical groups imder 

contract with the HMO are independent entities from the HMO. The 

physicians are often referred to as "1099 physicians," as opposed to being "W-

2 physicians" as discussed above. They are paid for their medical services 

from the HMO at either discoimted fees or on a capitated basis for services 

provided in the faciHties of the spedfic medical groups. Discounted fees are 
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usuaUy agreed to by medical groups because of the promise of increased 

patient volumes. 

The IPA (independent practice association) model HMO is similar to 

the group model except that it is an open panel MCO model, and the majority 

of pajmaents made from the HMO to medical groups is in the form of 

capitation. Capitated fees are fixed amounts of revenue paid to medical 

groups for the treatment of patients in the HMO. With capitated revenue, 

the medical group shares in the financial risk associated with treating 

patients, which was traditionaUy assumed by the third party insurer. 

The introduction of MCOs has been shown to have a dramatic effect on 

the length of stay for inpatient admissions (ShorteU et al., 1995). During the 

first generation of MCOs (i.e., the 1970s, per Duncan et al., 1995), hospital 

inpatient days ratio was 450 inpatient days per each 1,000 members. This 

figure dropped to 300/1,000 by the second generation (i.e., the 1980s, per 

Duncan et al., 1995) and feU to 175 inpatient days per 1,000 MCO members 

by today's third generation (i.e., the 1990s, per Duncan et al., 1995). This 

illustrates the potential cost effectiveness of MCOs. 

Integrated DeHverv Svstems/Networks (IDS/Ns). Integrated deHvery 

systems/networks combine cHnical treatment (i.e., medical groups and 

hospitals) with the financing function (i.e., MCOs) in order to provide the 

complete spectrum of medical care for a defined population in a specific 

geographic area and to share cHnical and fiscal accountabUity (ShorteU, 
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GiUies, and Anderson, 1994) for the outcomes and health status of that 

population. In an IDS/N, the three component organizations (i.e., medical 

groups, hospitals, and MCOs) are kept in balance by common management 

and financial incentives to match medical resources with the needs of 

patients and payers (Coddington et al., 1996). These organizations are also 

referred to as organized deHvery systems (ODS, per ShorteU et al., 1993). 

Two different levels of IDS/Ns are discussed in this study: (1) loosely 

integrated networks; and (2) fuUy integrated systems. The differences 

between these two organizations include the level of commitment by the key 

component organizations (i.e., medical groups, hospitals, and MCOs), and the 

level of governance provided by the IDS/N to the component organizations. 

Summarv. Given that there are four distiact potential partners, the 

foUowing questions come quickly to mind: individuaUy, which of the four 

potential medical group partners has the greatest effect on competitive 

advantage? CoUectively, what consteUation of medical group partners has 

the greatest affect on competitive advantage? These general questions wUl 

be addressed when the propositions are discussed later in this chapter. 

Integration of Health Care 

It has been suggested that the unrelentiag and somewhat conflicting 

demands of cost containment, improved quality, and better access are 

impossible to meet for the traditional, autonomous health care organization 
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(Kaluzny and Zuckerman, 1992). This is forcing health care organizations to 

seek aUiances with other health care organizations, in order to secure the 

necessary resources to meet these demands. 

The types of relationships between medical groups and potential 

partners can range on a relationship interdependence continuum that has 

cooperation and integration at the ends and coUaboration in the middle 

(CoUe, 1994). Cooperation indudes the less intense relationships such as 

shared office space and referral patterns. CoUaboration indudes the medium 

level of relationship interdependence, induding formal arrangements and 

joint ventures entered into for purposes such as the purchase of high 

technology equipment, and to present a unified front when negotiating with 

managed care organizations. The detaU avaUable in the data for this study 

aUows for the use of four levels of interdependence, as opposed to CoUe's 

three basic levels. 

Integration, as defined by (3oUe's (1994) relationship intensity 

continuiun, represents the higher level of relationship interdependence 

between health care organizations, and includes acquisitions of other health 

care organizations and the formation of integrated deHvery systems/ 

networks. In a survey of 1,143 hospitals and the corporate offices of 41 

systems (per Ceme, 1993), respondents were asked about these higher level 

of intensity relationships among hospitals. Twenty six percent of 

respondents indicated that their hospital planned on merging with another 
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hospital, whUe another 22% felt their hospital would acqvdre another 

hospital. In addition, 3% of respondents beHeved their hospital would be 

acquired by another hospital. 

OveraU, the survey (as reported by Ceme, 1993), suggested that over 

half of the hospitals would be involved at a very intense integration level 

with other hospitals. However, instead of rushing into the integration arena 

without a plan, Coddington et al. (1994) suggested that the choosing of 

integration partners should be for the foUowing specific purposes: (a) choose 

medical groups as partners based on their abiHty to attract and retain new 

primary care physicians; (b) choose hospitals as partners based on their 

abiHty to lower overhead and other administrative costs; and (c) choose 

managed care organizations as partners based on their abiHty to provide 

state-of-the-art management information systems. 

The discussion now turns to the different types of relationships 

between medical groups and their four potential partners. These 

relationship types are shown in Table 2.3 and described next. 

Medical Groups and Other Medical Groups 

Ever since physicians divided themselves into separate specialties, 

they have had to develop relationships with other physidans. This study 

suggests that there are four generic relationships that have varying levels of 
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Table 2.3 

Structural Linkages of Medical Groups 

Partner 

Other Medical Groups 

Hospitals 

Managed Care Organizations 

Integrated DeHvery 
Systems/Networks 

Tvpes of Structural Linkages 

Informal Arrangements 
Formal Arrangements 
Joint Ventures 
Acquisitions 

Informal Arrangements 
Formal Arrangements 
Joint Ventures 
Acquisitions 

Third-Party Contracts 
Risk Sharing Contracts 
Acquisitions 

FuUy Integrated Systems 
Loosely Integrated Networks 

40 



P l * * l 

relationship interdependence with the specific partner: informal 

arrangements; formal arrangements; joint ventures; and acquisitions. 

Informal Arrangements. Many years ago, when physidans operated 

mostiy in solo practices, these low intensity relationships represented the 

manner in which most physicians were involved with each other. As the 

health care industry has evolved, there are few solo practices left. However, 

physicians and medical groups are stiU involved in these informal 

arrangements, even though each party has no real ties to the other and may 

quickly drop one informal relationship for another as new opportunities 

present themselves. 

For example, even though most physicians are in medical groups, if 

they are not in large, comprehensive care multispedalty groups, referrals 

among physicians must stiU take place. Also, in those local health care 

markets where managed care does not yet have a strong presence, informal 

referrals among physicians are stiU commonplace. 

Formal Arrangements. Medical groups partidpate in these more 

intense types of relationships for several reasons, including to find solutions 

to administrative and negotiation problems. For example, medical groups 

can form a group practice without walls (GPWWs) to deal with 

administrative problems. They can also form an independent practice 

association (IPA) to present a umfied negotiation strategy to managed care 

organizations. These two spedfic types of formal aUiance are discussed next. 
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GPWWs are entered into for purposes of sharing centralized expenses 

(Cave, 1995). The goal of this type of arrangement is to reduce 

administrative and operating costs. This aUiance is usuaUy a professional 

corporation whose sole purpose is to provide spedfic management, 

purchasing, and finandal services for a network of individual practices. The 

individual medical groups maintain complete control of their own 

organizations and have representation on the aUiance board. 

IPAs are formal legal entities that contract with managed care 

organizations on behalf on the medical groups members (Shouldice, 1991). 

The member medical groups typicaUy engage the IPA to submit daims to the 

managed care organizations and to pay the medical groups out of the 

coUections. Various specific details of payment schemes from the IPA to the 

medical groups can be arranged. Each medical group partner retains its own 

autonomy. 

These are only two examples of formal strategic aUiances among 

physidans. However, they are representative of the types of formal 

relationships occurring in today's coUaborative health care environment. 

WhUe there is some level of formaHty with these relationships, there is 

usuaUy Httle real monetary cost to either part for ending these types of 

relationships prior to the expiration date of the aUiance (if one exists). 

Joint Ventures. Medical groups often partner with other medical 

groups to buUd common medical fadHties, such as surgi-centers or a large 
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medical care complex. For example, a primary care group may partner with 

a multispecialty group or several single specialty, non-primary care groups in 

order for their patients to be able to receive the most comprehensive 

outpatient care at one site. 

These formal relationships involve a financial commitment that is 

typicaUy considerably larger than with the first two types of relationships. 

This relatively large monetary investment increases the commitment of aU 

medical group partners, which provides a level of endurance to the venture 

and may increase the level of interdependence of the relationship. Medical 

group partners involved in these types of joint ventures have entered into 

them with a rather long term perspective, and wUl usuaUy attempt to work 

through problems between the different groups rather than just walk away 

from the deal. 

Acqiiisitions. These relationships between medical groups involve 

ownership, which translates directly into a control issue. For any 

acquisition, there is an acquiring medical group and an acquired medical 

group. This study assumes a particular medical group views the intensity of 

these two relationships differentiy depending on whether the medical group 

is the acquirer or the acquired. 

For example, when Medical Group A acquires Medical Group B, there 

is an inherent high level of intensity (i.e., interdependency between A and B 

and dependency by A) that goes with the relationship. However, when 
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Medical Group A is acquired by Medical Group B, there is assumed to be an 

even higher level of intensity for the acquired medical group (i.e., for Medical 

Group A). This difference in intensity between being the acquirer and the 

acquired is due to the issue of control brought up earHer. 

To the acquiring medical group, they wiU be ia control after the 

acquisition. However, the acquired medical group perhaps wiU loose control 

over much of its business protocol. There wUl be less culture shock and fewer 

operational changes taking place in the acquiring organization's business 

atmosphere than in the acquired's world. Thus, an important distinction is 

the difference in intensity levels depending on whether the medical group is 

the acquirer or the acquired. 

Acquisitions between medical groups can provide either horizontal 

integration or some degree of vertical integration. Horizontal integration 

occurs when a medical group acquires another medical group with a similar 

spedalty. A purpose of this horizontal integration type of acquisition would 

be to expand the acquiring medical group's service or market area. 

Some degree of vertical integration is accompHshed when a medical 

group of a specffic specialty acquires another medical group of a different 

spedalty. This could lead to almost complete vertical integration (within the 

realm of outpatient care) if, for example, the acquired medical group was a 

primary care group and the acquiring medical group was a comprehensive 

multispecialty group. Of course, the acquisition could be just the beginning 
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of vertical integration if the acquiring and acquired medical groups cannot 

provide aU the necessary medical spedalties to reach complete outpatient 

vertical integration. For a very detaUed example Ulustrating medical group-

medical group integration, see Coddington, Moore, and Fischer (1993). 

Medical Groups and Hospitals 

Since the time when hospitals were considered alms houses and were 

only for the poor and terminally iU, physicians and hospitals have had 

working relationships with the physician providing care as part of the 

hospital medical staff. The physicians and the hospitals in those earHer days 

shared a common purpose: to provide reHef from pain and suffering to the 

patient. This common purpose impHed the importance of two health care 

goals: (1) access; and (2) quaHty of care. However, in today's era of managed 

care, the relationships between medical groups and hospitals have been 

forced to include the goal of cost effectiveness to access and quaHty goals. 

The inclusion of this third major goal has resulted in actual situations 

where aU three goals of cost, quaHty, and access cannot be met completely 

and one or more must be satisficed, rather than reached. The balancing of 

these three often contradictory goals is what Bums and Thorpe (1993) meant 

when they stated that medical group and hospital relationships must have, 

as a central purpose, the goals of aHgning and balancing incentives for both 

the medical group and the hospital. 
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There are four generic types of relationships between medical groups 

and hospitals: informal arrangements; formal arrangements; joint ventures; 

and acquisitions (including both the hospital being acquired by a medical 

group and a medical group being acquired by a hospital). These four 

relationships have differing levels of partner interdependence. 

Informal Arrangements. Hospitals and medical groups have always 

had informal arrangements. For example, the traditional relationship of the 

hospital granting admitting privUeges to a medical groups' physicians was 

typicaUy an informal type of relationships, especiaUy in rural areas where 

there were few choices of physicians. With these types of arrangements, both 

the medical group and the hospital are independent organizations and there 

is a relatively low amount of interdependence in the relationship. 

Formal Arrangements. These relationships are formed with the 

express purpose of solving a common problem faced by both the medical 

group and the hospital. As with medical group-medical group formal 

arrangements, these medical group-hospital formal aUiances can be created 

to solve administrative, negotiation, etc. problems. A survey of 402 hospital 

chief executive officers (Ceme, 1993) indicated that 43.6% currentiy Hnk 

hospitals with medical groups using formal affiHations. Examples of medical 

group-hospital formal aUiances include management service bureau and 

physician-hospital organizations. These two specific types of aUiances are 

described next. 
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Management service bureaus (MSBs) are aUiances that aUow hospitals 

(or other third parties) to provide practice management services to 

independent medical groups (Bums and Thorpe, 1993; Cave, 1995). The 

hospital may offer various degrees of practice management services to the 

hospital's medical staff. The physicians are under no obHgation to send 

patients to the hospital providing the management services, but they more 

than likely wiU, due to familiarity with the hospital and a sense of 

reciprocity. 

This aUiance is often not very strong for two reasons: (1) hospital 

staffs are not known for their abiHty to effectively and efficiently manage 

physician offices; and (2) if the management service bureau becomes 

improfitable and closes or if it alters its pricing schedule, a real strain may 

occur in the medical group-hospital relationship, even though the medical 

group often shares in the governance of this alliance. WhUe some of these 

MSBs may be based entirely on trust between the parties, it is more than 

Hkely governed by contract law. The level of relationship interdependence is 

typicaUy only moderate. 

Physician-hospital organizations (PHOs) are medical group-hospital 

relationships that involve joint planning between physicians and hospitals 

(Bums and Thorpe, 1993). This joint planning is performed for express 

purposes, such as presenting a umfied negotiating front to managed care 

companies and/or aUowing joint marketing efforts to be successful. In the 
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past, managed care contracts were negotiated separately by both medical 

groups and hospitals. Often these separately negotiated contracts conflicted 

with each other. However, this conffict only became known when a physician 

admitted a patient to the hospital. By that time, it woidd be too late to 

attempt a renegotiation of either the medical group's or the hospital's 

contract with the managed care organization. Therefore, PHOs are often 

formed to take a proactive view regarding negotiating with managed care 

organizations. 

There exists a moderate degree of relationship intensity in these PHO 

relationships. Medical groups and hospitals must share information with 

each other in order to guarantee an optimal managed care contract for both 

parties. This sharing could sometimes involve information that the medical 

group and/or hospital would rather not share with the other party. WhUe 

this sharing of proprietary-type information covdd be accompHshed through 

the use of a joint venture (with its associated higher level of relationship 

intensity and commitment), the more common approach is to use a formal 

strategic aUiance. 

Joint Ventures. These partnering stmctures involve a higher level of 

relationship interdependence due to the sometimes large finandal 

commitment made by both parties. Joint ventures are usuaUy formed for 

very specffic purposes, and residt in the formation of a new entity, which is 
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t5T)icaUy governed by the partners, even if it is operationaUy managed by 

only one partner. 

An example of a joint venture between a medical group and a hospital 

is the creation of a management service organization (MSO). An MSO can be 

formed for any of several reasons, some of which are: to present a imffied 

front when negotiating contracts with payers; to reduce administrative costs; 

and, to prepare joint marketing plans. What makes this relationship 

different from those mentioned under informal and formal relationships is 

that the MSO typicaUy purchases the tangible (i.e., physical) assets of the 

medical practices at fair market value, and leases them back to the medical 

group as part of a fuU service management agreement. 

The MSO often employs aU non*physidan staff and provides aU the 

necessary cHnical suppHes and administrative systems, such as billing and 

coUecting, utilization, etc. (Cave, 1995). The medical group often has strong 

representation on the MSO board, but relinquishes some control over capital 

expenditures, salary levels, etc. The physidans are tied to the MSO through 

long term professional service contracts/agreements. Each physidan submits 

claims under his/her own provider number. AU the parties must work 

together in order to reap the potential benefits of this type of aUiance. 

Another joint venture type of relationship involves the hospital 

providing capital to buUd freestanding ambulatory care centers for the 

physidans of the medical group. This spedfic type of backward integration 
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(a form of vertical integration) has been shown to not be a source of 

competitive advantage for the hospital (Bigelow and Amdt, 1991). 

Acquisitions. There are two types of acquisitions that can occur: the 

medical group can acquire a hospital or the hospital can acquire a medical 

group. The next highest intensity level relationship compared to a joint 

venture is an acquisition of a hospital by a medical group. This is a 

relatively rare type of relationship in U.S. health care. However, it is one 

potential avenue to achieve integration, especiaUy when the physidans have 

adequate capital and a desire to integrate, but the hospital does not share 

that desire. This example is not meant to imply that aU acquisitions of 

hospitals by medical groups are of the hostile type. Rather, it is just one 

explanation of why medical groups acquire hospitals. One goal of this type of 

relationship is greater utilization of hospital-t5rpe assets, since physidans 

would be more apt to utilize those assets they own. 

These relationships generaUy have high levels of relationship 

interdependence. An example of this type of relationship is the physician 

equity organization. Assuming the physician owners represent aU the 

necessary medical specialties, this aUiance type could aUow the physidans 

and the medical group to control aU the elements of an integrated deHvery 

system/network. However, it is also possible that medical group ownership of 

a hospital wiU not result in an integrated deHvery system/network. For 

example, the medical group may not contain aU the required medical 
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specialties to quaHfy as offering the complete continuum of outpatient and 

inpatient clinical care. 

From the medical group perspective, an acquisition of the medical 

group by a hospital represents a very high level of relationship 

interdependence, because, for aU practical purposes, the physicians become 

employees of the hospital. Ceme (1993) states that 38.9% of hospital chief 

executive officers and hospital chief operating officers (from a survey of 402 

hospitals) state that their hospitals have purchased one or more medical 

groups. 

An example of this acquisition relationship is the cHnic ownership 

organization. The cHnic ownership organization is basicaUy an extension of 

the management service organization (MSO; described earHer). It owns the 

tangible assets of the physician partners (just like the MSO) plus it also owns 

aU the intangible assets (patient records, physidan reputation, etc.). Both 

the clinical and administrative sides of patient care are owned by the 

hospital. The physicians practice medicine under the provider number of the 

cHnic ownership organization, which means, in essence, that the clinic 

ownership organization becomes the provider of care. AU patient charges are 

biUed under the cHnic ownership organization's provider number. The 

individual physician's provider number is not used for billing pxirposes. 

WhUe practicing physicians can be self-employed contractors to the 

hospital, more than Hkely they wUl be hospital employees. The physician has 
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effectively reHnquished aU control over the deHvery of patient care and over 

aU business aspects of the practice of medicine, such as when to purchase 

new equipment, what type of equipment to buy, etc. Physidans generaUy 

disHke this type of arrangement due to the loss of both physidan autonomy 

and financial independence. Physidans are, therefore, often offered majority 

representation on the cHnic ownership organization's board. But that does 

not necessarily translate into power or control. Confficts between the 

medical group and its physidans and the hospital are handled in a way that 

ensures survival of the aUiance. 

WhUe on this topic of physidan-as-hospital-employee, it is pmdent to 

recognize that state laws may influence or even dictate the corporate practice 

of medicine. For example, in Texas, only physidans can legaUy own 

physician groups. Hospitals cannot own physician groups outright. There 

are, however, various organizational configurations that can be created that 

effectively aUow non-physicians to run physidan groups. WhUe this 

discussion of state laws is interesting, it is beyond the scope of this study. 

However, this type of regulatory or legislative control reflects the complexity 

inherent when attempting to turn physidans into W-2 employees. 

Summarv of Extant Literature on Medical Group and Hospital 

Relationships. The largest amount of research involving coUaboration in 

health care has been performed on the relationships between medical groups 

(or physidans) and hospitals. A brief review of these studies foUows. 
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There are three types of spedfic integration between hospitals and 

physicians (GiUies et al., 1993): (1) functional integration (i.e., the extent to 

which key support functions and activities such as strategic planning, 

information management and financial management are coordinated and 

standardized across medical group and hospital operating units); (2) 

physician/hospital integration (i.e., the extent to which the physicians 

identify with the hospital and are involved in various aspects of shared 

accountabUity with the hospital (e.g., the physician is a board member, 

overaU physician use of the hospital as a percent of total physidan 

productivity, etc.); and (3) clinical integration (i.e., the extent to which 

patient care services atre coordinated across the operating units of the 

medical group and the hospital (e.g., development of practice guidelines, 

medical records sharing, etc.). GUHes et al. (1993) found a moderate level of 

functional integration and low levels of physician/hospital integration and 

cHnical integration. 

In a survey of 1,143 hospitals and the corporate offices of 41 systems 

(per Ceme, 1993), 38% of hospitals were formaUy affiliating with medical 

groups, with 44% expecting to by 1998. In addition, 36% had acquired a 

medical group, with 39% expecting to by 1998. However, there is an expected 

drop in plans to implement PHOs (59% to 46% by 1998) and MSBs (62% to 

OJ. 
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A study of about 300 CaHfomia hospitals (Goes and Zhan, 1995) 

searched for the relationship between physician iavolvement in the hospital 

and hospital performance. Hospital performance was defined using 

measurements of operating profits, occupancy, and costs. Support was found 

for the proposition that stated that as physicians move on a continuum from 

"complete physidan autonomy" to "physidan rents space from hospital" to 

"hospital performs physician billing^' to "complete hospital supervision over 

physidan," hospital performance increases. Mixed support was found for 

physician involvement in hospital governance (i.e., physician as a board 

member). No support was found for hospital ownership by physidans. 

For a very detaUed discussion of the different types of physician and 

hospital integration, see Coddington et al. (1993). FinaUy, a Delphi survey 

conducted by Arthur Andersen (1991) found that two-thirds of hospital 

executives think hospital-physidan relationships are exceUent or very good, 

whUe only half of physicians think so. A similar perceptual gap was found in 

Evirope (i.e.. United Kingdom, Finland, and the Netherlands). These are 

potentiaUy troubling results, especiaUy in today's perceived "coUaborate or 

else" environment. 

Medical Groups and Managed Care Organizations 

WhUe medical groups have dealt with various insurance organizations 

since the advent of health insurance, the relationships discussed in this 
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section are between medical groups and the new form of health care 

financing firms, managed care organizations (MCOs). 

These new health care financing organizations have been around since 

the mid-1970s. They have evolved through several generations (Duncan et 

al., 1995). This first generation of MCOs had to compete heavUy against the 

traditional system of third party pa5nnent—^indemnity insurance. As such, 

the changes put in place by MCOs during their first generation of existence 

included what seemed Hke rather minor changes: placing limits on benefits 

if the patient by-passes primary care physidan gatekeepers; reljdng on 

utilization review to dispute payments; and requiring second opinions for 

selected procedures in order for physicians to receive payment. 

The second generation of MCOs began in the early 1980s. This time 

period introduced more changes to the deHvery and financing of health care, 

including creating comprehensive provider networks and offering benefit 

differentials for in-network versus out-of-network providers. The U.S. health 

care industry is currently in the midst of the third generation of MCOs. 

MCO enrollment has exploded from 15 million members in 1984 to 49 miUion 

members in 1994 (Taylor, Beauregard, and Vistnes, 1995). This huge 

increase in enroUment provided the type of clout necessary for this third 

generation of MCOs to bring with it techniques and database management 

systems to: quantitatively measure quaHty of cHnical treatment; perform 
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advanced physidan credentiaHng (i.e., selection of physicians and monitoring 

the quaHty of clinical care); and aUow for patient care management teams. 

The introduction of MCOs to the traditional indemnity insurance 

organizations required that health care providers pay much closer attention 

to the interrelatedness of the interactions between physicians, medical 

groups, and hospitals in the treatment of patients (Harris, Hicks, and KeUy, 

1992). MCOs effectively eliminated the firmly entrenched fragmented 

financing system. This fragmented pa5nnent system was not able to respond 

quickly enough to the new institutional and environmental forces demanding 

changes in the way providers deHver health care. 

In a Hterature review on what is known about the arrangements 

MCOs make with medical groups (Gold et al., 1995), it was concluded that we 

reaUy do not know much about the important features of these relationships. 

The authors argue that it is imperative that we study these relationships 

because of the pervasive and profound impacts MCOs are and wUl be having 

on the deHvery of health care and the practice of medicine. 

The are three types of relationships between medical groups and 

MCOs: third party contracts; risk sharing contracts; and acquisitions. These 

three relationships have differing levels of partner interdependence. 

Third-Partv Contracts. This is the traditional relationship between a 

medical group and a third-party payer. In these relationships, the medical 

group physicians provide services to patients who are covered under some 
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health plan of the MCO. The MCO pays the medical group for the services 

rendered, usuaUy with a discounted fee-for-service schedule. The medical 

group accepts the discount because of the promise from the MCO for 

increased patient volume. This tjrpe of pajmaent schedule is common when 

the MCO vehicle is the Group Model HMO (described earHer). 

The relationship intensity of entering into third party contracts is 

relatively low. However, when such things as discounted payment schedules, 

stringent credentiaHng procedures, and comprehensive utilization review are 

induded, the level of intensity of the relationship for the medical group 

increases. 

Risk Sharing Contracts. This is the latest type of financing option for 

paying for health care services. These relationships between medical groups 

and MCOs represent a higher level of relationship intensity than the above 

relationships. This is because the medical group is now accepting some of the 

financial risk for treating patients. This payment process is typicaUy 

referred to as capitation. 

With capitation, the medical group receives a fixed amoimt of revenue 

to pay for an actuariaUy-determined type and number of procedures, given 

the health status of the defined patient popvdation. If the medical group 

performs less of certain procedures, the medical group effectively makes 

extra money on those procedvires. However, the risk sharing comes into play 

when the medical group finds that it has to perform many more procedures 
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or tests than were actuariaUy-assumed to be necessary. WhUe there are 

pasnnent appeals processes written into most of these capitation contracts, 

the entire relationship becomes more intense just because of the risk sharing 

involved, which causes the medical group to be much more open regarding 

sharing information and being subjected to extensive utilization review 

processes. 

Acquisitions. Medical groups can elect to acquire MCOs or MCOs can 

acquire medical groups. Either of these types of relationships woiUd indicate 

a high level of relationship intensity because of the issues inherent with any 

acquisition: cultural clashes, power struggles, etc. As with acquisitions of 

medical groups by hospitals, an acquisition by an MCO of a medical group 

woidd be of much greater relationship interdependence than would an 

acquisition of an MCO by a medical group. 

Summarv of Medical Group and Managed Care Organization 

Relationships. Managed care is becoming much more prevalent in aU areas 

of health care deHvery. Tricare Southwest in Texas (Cameron, 1995) is an 

example of the U.S. mUitary exploring the world of managed care. However, 

even with the growing prevalence and prominence of managed care, and 

given that managed care is, itself, going through evolutionary changes (as 

described above regarding the different generations of managed care), MCOs 

are not Hkely to actuaUy change organizational form from their initial start-
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up form (Wholey and Bums, 1993, in a study of about 150 HMOs in business 

from the 1970s to 1980). 

Medical Groups and Integrated DeHverv Svstems/Networks 

Much of the current health care Hterature describes a health care 

deHvery organization form that must indude, at a minimum, the components 

of clinical treatment (i.e., medical groups and hospitals) and financing of 

treatment (i.e., MCOs). In addition, there can be other components such as 

pharmaceutical providers, high technology equipment manufacturers, and 

other suppHers to the health care industry. The premise behind these al-

encompassing deHvery systems is that they wiU transform health care from 

an individual, medical intervention (i.e., treatment after disease) model with 

fragmented deHvery of preventive-to-tertiary care, to a community-oriented 

model of integrated preventive-to-tertiary care (ShorteU, GUHes, Anderson, 

Erickson, and MitcheU, 1996) 

When the three required components of medical groups, hospitals, and 

managed care organizations come together to deHver a complete continuum 

of care (encompassing both preventive and after-the-onset-of-iUness 

treatment) to a defined population whUe sharing financial risk, the resulting 

organizational form is termed an iategrated or organized deHvery system 

(ShorteU et al., 1993; Blair et al., 1995; Coddington et al., 1993, 1994, 1996). 

By altering the underlying fundamentals of the way health care 

deHvery has been accompHshed in the past, integrated deHvery systems are 
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expected to simultaneously satisfy the three traditional health care concerns 

of cost, quaHty, and access. These coUaborative arrangements attempt to 

provide predictabiHty to the uncertain future (Stevenson and Moldoveanu, 

1995; Blair et al., 1995). They are described as seamless, virtual, and 

holographic (ShorteU et al., 1993). 

The U.S. health care industry has developed integrated deHvery 

orggmizations in response to the hyperturbiUent environment (ShorteU, 

1994), including: concern for the high and increasing health care costs; 

demographic changes (e.g., the aging of the population, which translates into 

more medical usage); and technological advances that ultimately lead to 

longer Hves (Ackerman, 1992). 

Examples of integrated deHvery systems estabHshed by local and 

Federal governments include rural health networks (RHNs) and Veterans 

Integrated Service Networks (VESNs; Halverson et al., 1995). A survey of 

1,143 hospitals and the corporate offices of 41 systems (per Ceme, 1993) 

found that 76% of respondents beHeve their organizations belong to an 

integrated deHvery organization (including both informal and formal 

systems). O'Donovan (1994) states that about 150 integrated deHvery 

organizations were in the development stage in 1994 and estimated that the 

ultimate number wUl be 300-400. 

There are two different avenues for medical groups to become partners 

with integrated deHvery organizations: (1) join a fuUy integrated system; 

and (2) join a loosely integrated network. There are many similarities 
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between joining a fuUy integrated system and joining a loosely integrated 

network. For example, medical groups tend to take a back seat to the larger, 

integrated organizations (ShorteU et al., 1996). In addition, the goals of each 

type of integrated deHvery organization are the same— t̂o effectively offer the 

entire continuum of care for a given poptdation. However, these two distinct 

avenues have differing levels of relationship intensity vis-a-vis 

interdependence, mostiy tied to the level of formaHty and structure provided 

by the different organizations. 

FuUv Integrated Svstems. These organizations have very formal roles 

and specffied relationships for each of the component entities. There is a 

high level of commitment from the formal partners (who retain their legaUy 

separate identities) to make the system work so weU that the incentives of aU 

three component entities are met along with the health needs of the patient 

population. 

This health care deHvery organization has accepted complete 

responsibUity for the total health care of a given patient base or population. 

The system has primary care locations that provide fuU geographic coverage 

for the system's entire service area. The system aUows and oversees (through 

governance mechanisms) risk contracting between component entities to 

ensure that each component is able to protect its own interests without 

jeopardizing the interests of the integrated organization. AU the component 

entities are strategicaUy intertwined; thus the level of relationship intensity 

for the medical group is extremely high. 
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Looselv Integrated Networks. These organizations attempt to reach 

the same goals as their more fuUy integrated cousins discussed above 

without incurring as high a level of relationship iaterdependence. However, 

these loosely integrated organizations typicaUy do not have the cap abiHty to 

oversee the component organizations (i.e., the governance function) to the 

same breadth and depth as the fuUy integrated organizations. Thus, the 

question that remains is: are more loosely coupled networks similar enough 

in structure and function to provide adequate imitations of the most tightly 

coupled system (i.e., the fuUy integrated deHvery system)? This question 

reflects the issue of imitabiHty as raised in the resource based theory of the 

firm. 

It would seem a difficult task for a loosely integrated network to be 

able to provide as much competitive advantage (the major goal of RBV) as a 

fuUy integrated system. RBV impHes that the more complex a system is, the 

less Hkely is wiU be for others to imitate it. For example, high levels of 

causal ambiguity, longer path dependence, and greater social complexity 

create barriers to imitabiHty (Barney, 1995). Causal ambiguity can be 

caused by high levels of tacit knowledge and higher specfficity in skUls (Reed 

and DeFUHppi, 1990). In addition, firm specffic capabiHties are difficult to 

imitate (Schoemaker and Amit, 1994). Therefore, greater complexity shoiUd 

lead to greater competitive advantage. 

Summary of Medical Group and Integrated DeHverv Svstem/Network 

Relationships. There are various ways to measure the level of integration 
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within and the performance imphcations of these integrated deHvery 

organizations. For example, three types of integration that occur in 

integrated deHvery organizations have been identified: (1) functional 

integration (i.e., coordination across component entities); (2) 

physician/system integration (i.e., shared accountabUity between physicians 

and the integrated deHvery organization); and (3) clinical integration (i.e., 

coordination of patient care services) (Devers et al, 1994). 

It has been suggested that performance of integrated deHvery 

organizations be assessed using measures of the number of physicians in 

leadership roles, the degree that primary care physidans are economicaUy 

tied to the system weU-being, and the level of coverage throughout the 

population's service area {Coddington et al., 1993). In addition, spedfic 

integrated deHvery organization performance criteria coiUd include: the 

performance indicators of the individual component entities (e.g., retention of 

physidans, number of patients treated, occupancy rates, profits, etc.); and 

the abiHty of the integrated deHvery organization to meet commimity needs 

(e.g., satisfaction with cost, quaHty, and access issues) (Coddington et al., 

1994). 

Competitive Advantage 

Competitive advantage is the abiHty of a firm to perform activities for 

less cost and/or more effidentiy than its competitors. The presence of 

competitive advantage aUows an organization to potentiaUy earn above-
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normal rates of return (Porter, 1985). It has been described as the 

implementation of value creating strategy that is not simultaneously being 

implemented by another firm (Barney, 1991). 

There are different types of competitive advantage. For example, first 

mover advantage (e.g., patents, location, distribution systems, reputation), 

scale advantage (e.g., spread fixed costs over greater volumes, purchase 

discounts, vertical integration), and experience advantage (e.g., moving up 

the learning curve, path dependence) are but a few. Competitive advantage 

impHes some sort of synergistic reaction to the combination of resources and 

capabiHties brought together by one entity. 

How important is competitive advantage? It has been suggested that 

the essence of strategy Hes in creating tomorrow's competitive advantage 

faster than competitors can mimic today^s competitive advantage (Hamel and 

Prahalad, 1993). Strategists have long recognized that competition is at the 

core of the success or faUure of firms (Porter, 1985). Therefore, striving to 

reach some level of competitive advantage seems to be a worthwhUe 

endeavor. 

Competitive advantage reigns as the latest in a long Hne of changing 

criteria for measuring organizational effectiveness (Grant, 1995). According 

to Grant (1995), strategic management has gone through several eras in the 

last 50 years. In the 1950s, strategy was based on financial control (i.e., the 
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use of budgets for planning and resource aUocation purposes; long-range 

planning per Bmton, Oviatt, and KaUas-Bmton, 1995). 

The 1960s saw strategy lean toward the concepts of growth and 

expansion to grab as big a piece of the pie as possible. During the 1970s, 

strategy was used to manage portfoHos of distinct businesses within 

organizations. The 1980s used strategy as a way to analyze competitors (i.e., 

positional strategy). The 1990s find firms using strategy to focus on resource 

analysis and competitive advantage. This makes the use of competitive 

advantage in this study very topical and appropriate. 

Researchers of organizations have always have been interested in 

performance differences between firms (CarroU, 1993; Nelson, 1991). A 

popular approach to understanding these performance differences is rooted 

in the concept of competitive advantage (i.e., any source of superior 

performance vis-a-vis competitors). In fact, it has been argued that some 

kind of competitive advamtage must be present in order to generate profits or 

ensure organizational survivabUity (Wemerfelt, 1984; Dierickx and Cool, 

1989; Bamey, 1991; Grant, 1991). 

The traditional view of competitive advantage placed very Httle 

emphasis of the impact of idiosyncratic firm attributes on competitive 

positioning (Bamey, 1991). Most early models of fiirm performance took the 

economic perspective that aU firms were homogenous regarding resource 

control and strategies pursued. Firm heterogeneity was assumed to be short 
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Hved because extemal resources were commodities and, therefore, highly 

mobUe. However, it is now beHeved that firms control heterogeneous 

resources (Lado, Boyd, and Wright, 1992) that are somewhat immobUe and 

that can be bundled with capabUities to form competitive advantage. This 

resource immobUity leads to the heterogeneity of the resources being 

relatively long Hved (Bamey, 1991), even though it is recognized that the 

bundling tends to unbundle over time (Porter, 1985) due to the forces of 

reddivism. 

Competitive advantage is an overarching term used to describe the 

competitive position of an organization. There are assumed to be four levels 

or ranges of this competitive position. These four levels are: (1) competitive 

disadvantage; (2) competitive parity; (3) competitive advantage; and (4) 

sustainable competitive advantage. Competitive advantage is defined as a 

period in which the organization has some resource that is both valuable and 

rare (Bamey, 1995), but that is imitable or substitutable once competitors 

learn details about the resource (i.e., its durabiHty ceases, per Grant, 1991). 

Competitive parity, on the other hand, mesms that the organization 

has resources that, at best, only maintain the organization's relative 

competitive position vis-a-vis its competitors. Competitive disadvantage 

occurs when the organization cannot keep up with the new resources its 

competitors are developing or creatiag. Sustainable competitive advantage is 

defined as competitive advantage that can be maintained over a period of 
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time due to inimitabiHty and/or non-substitutabihty (Bamey, 1991) and due 

to durabiHty, transparency, and transferabUity (Grant, 1991). 

Bamey (1995) discusses the levels of competitive advantage and 

sustainable competitive advantage in some detaU using his VRIO model. 

VRIO stands for Valuable, Rare, Inimitable, and Organization. Resources 

and capabiHties can lead to competitive advantage if they are valuable and 

rare. They can lead to sustained competitive advantage if they are valuable, 

rare, inimitable, and reside in an organizational infrastructure that 

capitalizes on their uniqueness. To these prerequisites for competitive 

advantage and its sustainabUity, Peteraf (1993) argues that the environment 

must provide some type of barrier to competition, such as entry barriers, etc. 

This study argues that structural linkages of medical groups are 

examples of what Bamey had in mind when he discussed the "0" in his VRIO 

model. From a health care perspective, providers must understand their 

spedfic community's health problems, and then address those needs by 

offering programs or services that are not currentiy being offered. The best 

way to find solutions to these deficiencies brought to Hght by community 

health assessments is to create new capabiHties and provide access to 

required resources through new webs of relationships (Kanter, 1994). These 

webs of relationships wUl be discussed in this study when structural Hnkages 

with high levels of interdependence are presented. 
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Competitive advantage is increasingly important to health care 

organizations because the industry is in the midst of a major structural 

revolution. For example, many of the procedures performed in hospitals in 

the recent past are now being provided through freestanding cHnics and/or 

mobUe units (e.g., rehabiHtation, dialysis, and diagnostic imaging). Hospital 

inpatient surgeries have decreased from 75% of aU surgeries in 1983 to less 

than half (i.e., 48%) of aU surgeries in 1991 (Wolper, 1995). This has led to a 

corresponding reduction in inpatient revenue from 82% of hospital revenue 

in 1985 to a projection of only 50% of hospital revenue by the year 2000 

(Wolper, 1995). 

The presence of managed care in many markets is pressuring health 

care organizations to control costs and assume greater financial risk for the 

health outcomes resulting from their services (Halverson et al., 1995). Much 

of the emerging health care Hterature champions the development of a 

specffic type of lOR—integrated health care networks and systems. 

In this era of increased pressure to iotegrate and work cooperatively 

while also maintaining competitiveness (D'Aunno and Zuckerman, 1987; 

Browning et al., 1995), hospitals, medical groups and health plans are 

creating verticaUy integrated networks and systems (Bums and Thorpe, 

1993; GiUies et al., 1993; ShorteU et al., 1993; Blair et al., 1995). These new 

systems can be described as structures (Schulze, 1994) that bundle different 

68 



types of resources to, hopefuUy, contribute to competitive advantage for 

organizations. 

Some authors argue that health care managers are creating these 

verticaUy integrated organizational forms for the fijiancial purpose of 

creating oHgopoHes and monopoHes (WeU, 1996). This study assumes that 

health care integration is market based with the purpose being to create 

value for payers and patients (per Coddington et al., 1996), as weU as 

competitive advantage for health care organizations. SpecfficaUy, value is 

added in health care structural linkages by combining the foUowing 

attributes: improving quaHty of care; emphasizing service (e.g., waiting 

times, friendliness of staff, etc.); improving accessibiHty; reducing unit costs; 

improving operating efficiency (e.g., reducing unnecessary care, etc.); 

strengthening customer relationships; and enhancing product offerings. 

In summary, it is assumed in this study that structural linkages are 

created for the purpose of maximizing coUaborative advantage. Therefore, 

even though there are many differences between the health care industry 

and other industries (e.g., the consumer of the product not being either the 

decision maker regarding purchasing nor the payer, per Fottler, 1987), the 

basic rationale for entering lORs in health care is the same as other 

industries—to maximize potential for organizational survival. Thus, 

structural resources of health care organizations can be seen as potentiaUy 

leading to competitive advantage. 
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Relevant Studies and Gaps in the Literature 

A perusal of the Hterature finds several artides and books relevant to 

this study. These relevant studies include conceptual pieces (as shown on 

Table 2.4) and empirical pieces (as shown on Table 2.5). 

These representative studies indicate that many topics pertinent to 

this study have been discussed and/or tested from several different angles, 

including RBV and competitive advantage (Bamey, 1991, 1995; Peteraf, 

1993), resources (HaU, 1992; Brumagin, 1994; CoUis, 1994; CoUis and 

Montgomery, 1995), and lORs (Borys and Jemison, 1989; Kanter, 1989, 1994; 

Miner et al., 1990; OHver, 1990). 

The health care industry has been studied from an overaU point of 

view (Arthur Andersen, 1991; Blair et al., 1995). Health care stmctural 

Hnkages have been conceptualized to affect hospital performance (Fottier, 

1987; Nix, Rotarius, Buesseler, and Dymond, 1996). Health care integration 

concepts have been discussed (Bums and Thorpe, 1993; ShorteU et al., 1993; 

Blair, Nix, Buesseler, Dymond, and Kiecker, 1994; ShorteU et al., 1994; Gold 

et al., 1995; Zuckerman et al., 1995) and some have been tested (Bigelow and 

Amdt, 1991; GiUies et al., 1993; Coddington et al.. 1994, 1996; Dymond, Nix, 

Rotarius, and Savage, 1995; Goes and Zhan, 1995: Provan and MUward, 

1995; Rotarius, PaoHno, McMurrough, Fottier, and Blair, 1995). 
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Table 2.4 

Relevant Conceptual Research 

Author/Date/Focus* Variables Examined Results 

Fottier, 1987. 
Focus: Health care 
organizational 
performance. 

Borys amd Jemison, 
1989. 
Focus: Hybrid 
organizations (lORs). 

Kanter, 1989. 
Focus: lORs. 

OHver, 1990. 
Focus: lORs. 

Bamey, 1991. 
Focus: RBV. 

HaU, 1992. 
Focus: Resources. 

Environment. Clinical 
quaHty, cost efficiency, 
patient satisfaction, 
financial outcomes. 

Hybrids organizations 
l5dng on continuum 
between markets and 
hierarchies. 

PooHng, aUying, and 
linking of organizations. 

Determinants of lORs 
based on type of 
relationship. 

Firm resoiirces. 
Competitive 
advantage. 

DurabiHty of intangible 
resources and 
competitive 
advantage. 

Uniqueness of health 
care industry. 
Organizational structure 
can affect performance. 

Important factors in 
hybrids are breadth of 
purpose, boundary 
determination, value 
creation, and stabiHty. 

Partnering changes 
levels of power, types of 
job skUI, commitment. 

Contingendes are: 
asymmetry, reciprocity, 
effidency, stabUity, and 
legitimacy. 

Value, rare, inimitable, 
and non-substitutable 
lead to competitive 
advantage. 

Order of durabUity: 
functional, positional, 
cultural. 

'Individual papers are listed in chronological order and then alphabetical 
within each year. 
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Table 2.4 continued 

Author/Date/Focus Variables Fv^ mined Results 

Bums and Thorpe, 
1993. 
Focus: Physician-
hospital models. 

Peteraf, 1993. 
Focus: RBV. 

Physician-hospital 
organizations (PHO); 
management services 
organizations (MSO); 
foundations; integrated 
health organization. 

Environmental 
conditions for 
competitive 
advantage. 

ShorteU, GiUies, Key characteristics are 
Anderson, MitcheU, and breadth, depth, and 
Morgan, 1993. geographic 
Focus: Integrated concentration, 
deHvery systems. 

Blair, Nix, Buesseler, 
Djmiond, and Kiecker, 
1994. 
Focus: Networks as 
competitive advantage. 

Brumagin, 1994. 
Focus: Resources. 

CoUis, 1994. 
Focus: CapabUities. 

Networks as assets. 
Networking as skiUs. 

Hierarchical model 
of resources (vision, 
learning, adminis
trative, functional). 

Types of capabUities 
(static, dynamic, 
creative). 

Purposes of different 
models: contracting 
with MCOs; access to 
patients and capital; 
improved competitive 
position. 

Requires heterogeneous 
resources, imperfect 

mobUity, ex-post and ex-
ante limits to 
competition. 

Barriers to integration 
include inabUities to see 
issues like primary care 
importance and 
managed care 
prevalence. 

Four types of networks 
based on high and low 
values of network assets 
and networking skills. 

Certain groups of 
resoiirces are more 
complex than others. 

AbiHty resides in tacit 
coUective knowledge so 
cannot be instantly 
imitated. 
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Table 2.4 continued 

Author/Date/Focus Variables Examined Results 

Kanter, 1994. 
Focus: CoUaborative 
advantage. 

ShorteU, GiUies, and 
Anderson, 1994. 
Focus: Integrated 
deHvery systems. 

SkiUs in managing 
aUiances to create 
value for partners. 

Success of aUiances: 
must be strategicaUy 
important to partners, 
need complementary 
resources. 

Resources: system size; Key success factors 
community-based can overcome some 
needs assessments; barriers to integrating, 
capitation; governance 
structure. 

Bamey, 1995. 
Focus: Competitive 
advantage. 

Resources must be 
value adding, rare, 
inimitable, and must 
have organization. 

CoUis and Montgomery, Scarcity, demand, and 
1995. appropriabiHty of 
Focus: Resources. resources. 

Organization 
infrastructure is a 
complementary 
resource. 

Value-creating zone 
of resources is where 
these three overlap. 

Gold, Nelson, Lake, 
Hurley, and Berenson, 
1995. 
Focus: Physician-
MCO integration. 
1993-1995. 

Zuckerman, Kaluzny, 
and Ricketts, 1995. 
Focus: lORs. 

Coddington, Moore, 
and Fischer, 1996. 
Focus: Integrated 
health care systems. 
N=150+ firms; 20 cases 

Literature review of 
critical features of 
plans/arrangements 
between MCOs and 
physidams. 

Knowledge is dated. 
Limited set of MCO 
plans studied. Structure 
of plans ignored. 

Lateral and integrative Sustaining aUiances 
aUiances. requires commitment 

and mutual benefits. 

QuaHty of care; service; 
accessibiHty; costs; 
effidency; customer 
relationships. 
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Table 2.4 continued 

Author/Date/Focus Variables Examined Results 

Nix, Rotarius, 
Buesseler, and 
Dymond, 1996. 
Focus: Competitive 
advantage. 

Member of different 
types of integrated 
deHvery organizations. 

Mixed results regarding 
whether loosely- or 
fiUly-integrated firms 
Hkely to lead to 
competitive advantage. 

! 

1 
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Table 2.5 

Relevant Empirical Research 

Author/Date/Focus* Variables Examined Results 

Miner, Amburgey, and 
Steams, 1990. 
Focus: lORs. 
N=1,000 firms. 

Arthur Andersen, 1991. 
Focus: Health care 
industry. 
N=2,600 executives. 

Bigelow and Amdt, 
1991. 
Focus: Backward 
integration and 
performance. 
N=17 hospitals. 
1982-1987. 

GUHes, ShorteU, 
Anderson, MitcheU, 
Morgan, 1993. 
Focus: Measuring 
integration. 
N=9 systems. 

Coddington, Moore, 
and Fischer, 1994. 
Focus: Integrated 
health care systems. 
N=60 firms; 10 case 
studies. 

lORs are buffers which 
protect partners from 
resource loss. 

Payment, environment, 
purchasers, resources, 
roles of organizations, 
relationships. 

lORs lower faUure rate 
and buffer from 
exogenous shocks. 

AffiHations used as 
mechanisms to cope 
with changes. 

Does hospital sponsor- No support that ambula-
ship of ambulatory care tory care centers 
centers affect inpatient affected any of the 
admissions, market factors studied-
share, or competitive 
position? 

Types of integration: 
cHnical; physidan-
system; functional. 

Low levels of clinical 
and physician-system. 
Moderate level of 
functional. 

Role of primary care 
physicians; governance 
structures; health 
care financing; 
outcomes 
measurement. 

Lessons learned about 
health care integration. 
Case studies indicate 
that health care systems 
are in varying degrees 
of integration. 

'Individual papers are listed in chronological order and then alphabetical 
within each year. 
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Table 2.5 continued 

Author/Date/Focus Variables Examined Results 

Blair, Fottier, PaoHno, 
and Rotarius, 1995. 
Focus: Medical group 
response to 
environment. 
N=580-686. 1989, 1994, 
1999; 1995, 2000. 

Dymond, Nix, Rotarius, 
and Savage, 1995. 
Focus: IDS/Ns as 
medical group 
stakeholders. 
N=686 medical groups. 
1995 and 2000. 

Goes and Zhan, 1995. 
Focus: Integration and 
hospital performance. 
N=330 hospitals. 
1981-1990. 

Provan and MUward, 
1995. 
Focus: Networks and 
performance. 
N=4 networks. 

Rotarius, PaoHno, 
McMurrough, Fottier, 
and Blair, 1995. 
Focus: mS/Ns. 
N=580 health care, 
experts. 1994 and 1999. 

IDS/N outcomes and 
structure. CapabiHties 
which lead to 
competitive 
advantage. 

AbiHty to work 
coUaboratively with 
other health care firms 
key to competitive 
advantage. 

Control of medical 
group; coaHtion 
formation; resource 
control. 

MCOs and EDS/Ns are 
increasing potential to 
control medical group 
and control resources. 

Physician involvement 
in hospital governance; 
hospital ownership by 
physidans; integrating 
financial relationships. 

Partial support for 
governance issue. No 
support for ownership 
issue. Support for 
financial issue. 

Centralized integration; Case studies indicate 
extemal control; that network structure 
StabiHty; resource and context affect 
munfficence. performance. 

Membership and 
control of IDS/Ns. 
Autonomy of 
hospitals and 
medical groups 

Medical groups expect 
to partidpate in EDS/Ns 
through a variety of 
avenues. Loss of 
autonomy for both 
hospitals and groups. 
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These studies show that there is a gap in the empirical Hteratvire 

regarding the areas of: (a) which structural linkages affect competitive 

advantage; and (b) what the effect is of structural linkages on competitive 

advantage. This indicates that one of the problems associated with studying 

structural Hnkages and their effect on competitive advantage is a Hmited 

knowledge base about the topic of structxural linkages as resources. 

As mentioned earHer, prior research has explored the structural 

determinants of performance (Fottier, 1987; Nix et al., 1996). SpecfficaUy, 

Fottier discussed how the traditional structures ia the health care industry 

were affected by various performance measures, induding cost effidency and 

clinical quaHty. However, many new organizational forms have emerged 

since that particular study-

Nix et al. (1996) conceptualized that stmctural linkages vis-a-vis 

integrated deHvery organization membership should affect competitive 

advantage. Therefore, this study should buUd on the above research. 

BuUding onto existing research, rather than always creating brand new 

concepts, is desperately needed in strategy research (Montgomery, 

Wemerfelt, and Balakrishnan, 1989; Huff and Reger, 1987). 

In addition, researchers have also indicated that more studies are 

needed that: (a) provide an understanding regarding the factors that give 

rise to or impede cooperative relationships between orgamzations (Ring and 

Van de Ven, 1994); (b) explore coUaboration (Fahey and Christianson, 1986; 
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Daft and Lewin, 1993); (c) determine how organizations estabHsh competitive 

advantage (Fahey and Christianson, 1986); (d) incorporate a context spedfic 

knowledge (Blair and Hunt, 1986; Daft and Lewin, 1993; Huff and Reger, 

1987; Montgomery et al., 1989) to the studying of a context free problem; (e) 

explore health care using non-hospital organizational forms (Blair and Boal, 

1991); (f) expand the unit of analysis to networks (Auster, 1994); and (g) 

understand how the formation of lORs help an organization acquire 

resources (Auster, 1994). This study should be able to lend insight into these 

identified topics that researchers suggest require further examination. 

The four health care organizations that are partners of medical groups 

in this study include: (1) other medical groups; (2) hospitals; (3) managed 

care organizations; and (4) integrated deHvery systems/networks. The types 

of relationships between medical groups and these potential partners are 

expected to range from loosely linked to moderately linked to tightiy linked 

on an interdependence level continuum. 

These four partners and the different levels of relationship 

interdependence can be combined in various ways. In this study, these 

different combinations are caUed SIGs. Based on the number of partners and 

the partner interdep^idence level, specffic SIGs are expected to lead to 

different levels of competitive advantage. 
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Theoretical Typology of Structural Integration Groups 

The two dimensions of number of partners and interdependence level 

between the partners are expected to combine into SIGs. For simpHcity in 

xmderstanding the concept of SIGs, each dimension is represented by only 

two possible values (i.e., the endpoints along the continuum). For example, 

number of partners is categorized as either many or few, whUe 

interdependence level is seen as being either high or low. 

Number of Partners 

The SIG dimension of number of partners can be conceptualized as 

ranging from few partners to many partners. When an organization has few 

partners, the pattern of structural relationships is described as narrow. 

When there are many partners, the structural relationship pattern is 

considered broad. However, how many partners make an organization most 

successful? 

An organization with fewer patrtners may be able to intemaUy respond 

more rapidly to changing environmental circumstances than one with more 

partners. On the other hand, an organization with more partners may have 

more opportunities to capture resources that it does not possess intemaUy 

(Bamey, 1991; Kanter, 1989). There is vaHdity to both of these arguments. 

In fact, the answer to whether it is advantageous to have a few or many 
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partners is contingent upon organizational and environmental contexts and 

is suited to an empirical study, not conjecture. 

For the medical groups in this study, few partners impHes one, or 

perhaps two, different types of organizations as partners (the four potential 

partner organizations are: (1) other medical groups; (2) hospitals; (3) 

managed care organizations; and (4) integrated deHvery systems/networks). 

Many medical group partners would be four, or perhaps three, of these four 

potential types of partner organizations. These varying patterns of 

interrelationships occur because different organizations require different 

amounts and types of resources from the environment. The level of resource 

dependence (Pfeffer and Salancik, 1978) depends on each organization's 

spedfic pattern or network of resource needs. 

Level of Partner Interdependence 

The SIG dimension of level of partner interdependence can be 

conceptualized as ranging from low to high. When an organization is 

involved in low interdependency relationships, the pattern of structural 

relationships is described as loosely-linked. When there are high 

interdependency relationships, the structural relationship pattern is 

considered tightly-linked. Which partner interdependency pattem is better. 
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loosely-Hnked or tightly-Hnked? There is not a straightforward answer to 

this question. 

An organization with low levels of partner interdependence shares 

many of the characteristics of loose coupling (Weick, 1976) and pooled 

interdependence (Thompson, 1967). Loose coupling results in flexibUity and 

autonomy among individual partners. Pooled interdependence aUows each 

partner work together for a common goal, whUe also striving for individual 

goals. Work performed is interrelated only in that each element or process 

contributes to the ultimate overaU goal. In health care, examples of low 

interdependence relationships are referral patterns and informal alliances. 

These "soft" organizational structures are characterized by flexibUity, 

autonomy, and non-common goals, and, can lead to situations where 

creativity and learning are fostered. 

An organization with high levels of partner interdependence has 

common characteristics with both tight coupHng (Weick, 1976) and redprocal 

interdependence (Thompson, 1967). These characteristics include, 

respectively, centralization of decision making and a focus by aU partners in 

a concentrated manner on the main coUaborative effort. Elements in the 

process relate to each other in a symbiotic manner. The elements are both 

inputs and outputs to each other. Involvement by the medical group in an 

integrated deHvery system/network would be one of several possible 

examples of high interdependence level for this study's medical groups. 
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These tightly Hnked structures can lead to interdependendes with high asset 

specfficity (WiUiamson, 1991) that have a unffied vision and an aUocation of 

ample resources by aU the partners. 

Combining the Two Dimensions 

Figure 2.2 Ulustrates a fourfold typology of ideal, or pure, kinds of 

SIGs based on the two dimensions of number of partners and level of partner 

interdependence. A discussion of each pure type foUows. 

Type 1—Aggressive CoUaborators. This type of SIG contains 

organizations that are characterized by many integration partners and a 

high level of partner interdependence. These organizational members 

exhibit a broad-tightly Hnked structural integration pattem. They have 

many highly interdependent stakeholders with, perhaps, investments in 

highly specffic assets. These organizations devote many resources to 

boundary spanning and bridging activities as they monitor partners to 

ensure that each partner is at least minimally satisfied. These organizations 

beHeve coUaboration is necessary for movement into new markets. They are 

wiUing to take the risks associated with trusting other organizations in order 

to enhance organizational survival by gaining the antidpated benefits. 

In health care, an example of an aggressive coUaborator medical group 

would be one which has been enveloped by an integrated deHvery system 
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(IDS) and, therefore, has many partners (i.e., other medical groups, hospitals, 

managed care organizations, and the IDS, itself) and is tightiy-Hnked to the 

partners via such avenues as very strong commitments, many contractual 

ties, high joint financial investment, etc. 

Type 2—Cautious CoUaborator. Organizations classffied as this type 

of SIG are characterized by many integration partners and a low level of 

partner interdependence. These organizational members exhibit a broad-

loosely linked structural integration pattem. Cautious coUaborators are 

somewhat untrusting of other organizations, although they beHeve 

coUaboration is the right avenue for the future in order to enhance movement 

into new markets. They also find safety in numbers and are apt to jump on 

the collaboration bandwagon as it roUs by in order to increase perceptions of 

organizational survival. 

A medical group operating in a loose network of health care 

organizations would be an example of this ideal type of SIG. A network of 

health care organizations brings together the major components of health 

care deHvery and financing (i.e., medical groups, hospitals, and health plans) 

m somewhat informal and/or less-committed ways. For example, whUe aU 

organizations in the network share a common interest in the success of the 

network, the separate organizations, including the medical group, Hkely have 

other relationships (e.g., contracts, etc.) with non-network organizations also. 
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Type 3—Reluctant CoUaborator. This SIG ideal type is characterized 

as one that has few partners, yet experiences a high level of interdependence 

with the partners it does have. These organizational members exhibit a 

narrow-tightiy Hnked stmctural integration pattem. They are Hkely to have 

investments in highly specffic assets with a few very important stakeholders. 

Their boundary spanning and bridging activities use minimal resources. 

These organizations are also Hkely to have less power than their key 

stakeholders and, therefore, devote many resources to ensuring that their 

partner stakeholders are satisfied. They are probably not reaUy committed 

to the concept of coUaboration. In fact, they may feel threatened by 

coUaboration and are, perhaps, only involved in integration efforts when they 

see no other alternative to organizational survival. They tend to put aU their 

integration eggs in one basket. 

In health care, an example of a reluctant coUaborator medical group 

would be a specialist practice which enjoyed prosperity when fee-for-service 

payment was common. With the introduction of managed care and the 

primary care gatekeeper concept, this t5i)e of spedalty practice now faces 

financial ruin and is forced to join with others in order to receive a share 

(albeit a much smaUer share than before) of the shrinking payment pie. This 

organization may become partners with other medical groups only for very 
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expHcit purposes such as creating joint marketing plans or to present a 

unffied negotiating posture to a health care financing organization. 

Type 4—Resistant Collaborator. This type of SIG contains 

organizations that are characterized by few integration partners and a low 

level of partner interdependence. These organizational members exhibit a 

narrow-loosely Hnked stmctural integration pattem. Resistant coUaborators 

are distmsting of others and do not, therefore, beHeve in coUaboration. In 

fact, they actively resist aU coUaboration efforts, except for relatively minor 

contractual agreements. These organizations spend many resources 

defending their niches from others and beHeve they have found the best way 

to survive in their world. They do not actively seek new markets and 

boundary spanning and bridging activities are virtuaUy nonexistent. 

A medical group involved in a group practice without waUs (GPWW) 

and perhaps a few other similar types of relationships would be a health care 

example of an organization classffied within this ideal type of SIG. GPWWs 

are typicaUy formed for the purpose of creating economies of scale regarding 

administrative functions that every medical group performs. For example, 

medical groups could form a GPWW to provide common scheduling or billing 

functions. The intent would be to reduce the individual overhead 

expenditures for each medical group, without creating particiUar ties 

between medical groups. A GPWW generaUy provides no incentives for 
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cross-referral patterns or other types of commitment-enhancing (i.e., higher 

levels of interdependence) activities. Rather, each medical group continues 

to operate very independently of the other medical groups. 

Summarv of ConceptuaUv Created Types of Structural Integration 

Groups. In summary. Figure 2.2 presents a logical, a priori, typology of 

SIGs. These SIGs are based on the two dimensions of number of partners 

and partner interdependence level. WhUe these ideal types can be 

theoreticaUy discussed, they may not exist in pure form in the particular 

dataset used in this study. However, these ideal types are useful for 

developing propositions and for interpreting any empiricaUy generated SIGs. 

These SIGs share characteristics with a heavUy researched constmct, 

strategic groups. However, there also exist several signfficant differences 

between SIGs and strategic groups. The next section discusses these 

simUarities and differences. 

Comparison with Strategic Groups 

This concept of SIGs is simUar to the concept of intra-industry 

strategic groups (McGee and Thomas, 1986). The strategic group Hterature 

indicates that the strategic group concept has been around for about 25 

years. Hunt (1972) coined the term to faciHtate his explanation of the 

performance differences of firms in the appHance industry. He found that 
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firms in this Vhite goods" industry could be grouped or dustered together 

based on simUar pattems or combinations of the strategic factors of vertical 

integration, product diversffication, and product differentiation. 

Since Hunt's dissertation, strategic group research has developed into 

a signfficant and popular arena for the investigation of organizational 

structure, competitive behavior, and performance (Dixon, 1994). Strategic 

group membership and firm performance have been asserted by many 

researchers to be related (Bamey and Hoskisson, 1990). However, reviewers 

of the strategic group concept have found inconsistent results in this 

hypothesized relationship (Dixon, 1994). 

Strategic groups imply that the intra-industry pattems of strategic 

factors are heterogeneous (Bamey and Hoskisson, 1990). In other words, if 

aU firms in the same industry exhibit the same pattem of selected strategic 

groups (i.e., resource scope and deplo5mient), then the concept of strategic 

groups has no meaning. Performing analysis on strategic groups is an 

intermediate level of analysis (Dixon, 1994). Strategic groups He somewhere 

between firm level of analysis and industry level of analysis (Reger and Huff, 

1993). 

In the health care industry, it has been shown that strategic group 

membership of nursing homes, based on the factors of resource deployment, 

market segmentation, and services offered, is positively associated with the 

nursing homes' abiHty to respond to regulatory initiatives (Zinn, Aaronson, 
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and Rosko, 1994). That study indicated that strategic groups do exist in the 

health care industry (at least as these groups are defined by these 

researchers). 

This study creates and test SIGs. These SIGs are simUar to the 

strategic groups discussed above. For example, intra-industry strategic 

group membership is hypothesized to affect organizational performance. It is 

suggested in this study that intra-industry SIG membership affects 

competitive advantage, rather than a specffic tj^e of quantffiable 

performance measurement. 

Strategic groups are generaUy created based on strategic factors that 

each organization controls, independent of any other organization. SIGs, as 

defined here, are based on the combining of the two strategic factors of choice 

of partner and the level of interdependence between the partners in the 

relationship. As such, it is not just another type of strategic group 

membership. Instead, strategic groups and SIGs have differing foci and 

intentions: strategic groups focus on competitive strategies and single-party 

intentions whereas SIGs focus on cooperative strategies and multi-party 

intentions. 

Although strategic groups and SIGs are different concepts (based on 

the level of individual organizational control over the strategic factors used to 

cluster the organizations into groups), there are simUarities between the two. 

For example, each grouping concept: (a) is based on intra-industry 
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comparisons; (b) has an analysis level between organizations and industries; 

and (c) has a performance construct as the dependent variable. These 

simUarities between the strategic group concept and this new concept of SIGs 

aUow for simUar methodologies to be used for the analysis of both strategic 

groups and SIGs, even whUe aUowing for SIGs and strategic groups to be 

different conceptual constructs with different underlying bases. 

Propositions 

The Hterature review for this study indicates several research areas 

that can benefit from further exploration. This specffic study adds to the 

Hterature by examining some of these potential resesirch areas. The 

propositions tested in this study are discussed next. They categorized by the 

specffic research questions identffied earHer. Each research question is 

restated prior to stating the propositions. 

Propositions Related to Research Question #1 

Research question #1 asks: Do SIGs exist and, if so, what do they look 

like? There are two propositions to be explored regarding this specffic 

research question. 

The earHer discussion on the simUarities and differences between SIGs 

and strategic groups concluded with the notion that the conceptual 

simUarities aUow for simUar methodologies to be used when empiricaUy 
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examining the two different concepts. These same conceptual simUarities 

lead to the conclusion that SIGs, Hke strategic groups, wUl be based on two or 

more different strategic dimensions. Thus, the foUowing propositions are 

suggested. 

Proposition la: SIGs exist in a paraUel fashion to strategic 

groups. 

Proposition lb: The SIGs empiricaUy discovered in the data 

will be consistent with four conceptual (pure) types of 

SIGs based on the two structural linkage dimensions of 

number of partners and level of partner interdependence. 

Propositions Related to Research Question #2 

Research question #2 asks: Are there environmental and/or 

organizational characteristics which predict an organization's membership in 

spedfic SIGs? Due to the contingent nature of organizational response to 

environmental pressures, and given the inherent specfficity of organizational 

characteristics, a context-specffic setting is necessary to adequately analyze 

this research question. 

The hj^erturbulence of the health care environment is being managed 

by health care organizations through the formation of multi-organizational 

arrangements that are designed to withstand the revolutionary changes 

taking place. For example, as the pa5anent mechanism moves from fee-for-
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service to capitation (i.e., as the health care environment becomes more 

turbident), the amount of coUaborative efforts should increase. This is due to 

the nature of capitation and its focus on making providers share finandal 

risk of treatment. Providers are, in effect, forced to work together in order to 

beat a common foe (i.e., the hyperturbulence) and to seek stabiHty from the 

uncertainty in the environment. Thus, this proposition is offered. 

Proposition 2a: Environments representing a changing 

operating paradigm lead to organizational membership in 

SIGs that have more partners and higher levels of partner 

interdependence. 

Organizations can be classified as simple and non-analjrtical or 

complex and analytical. Complexity would be indicated by such attributes as 

larger size, multiple products, many hierarchical levels, etc. Analytical 

characteristics would include significant resource aUocation to boundary 

management and stakeholder management activities, strategic analyses 

(e.g., SWOT, etc.), etc. It is likely that that organizations high on analytical 

attributes would also be considered complex. 

For example, medical groups that own and operate a managed care 

plan would Hkely be considered complex and analytical. These types of 

medical groups are characterized as being at the forefront of the new health 

care structural mechanisms. They have already established important 
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structural links with the financing portion of health care and they wovdd, 

therefore, be more Hkely to form more coUaborative arrangements. In 

addition, more complex organizations may possess the necessary slack 

resources (and the foresight to use those slack resources) to engage in more 

complex relationships with more partners. Therefore, the foUowing 

proposition of presented. 

Proposition 2b: Organizational demographics characterized 

as complex and analytical lead to organizational 

membership in SIGs that have more partners and higher 

levels of partner interdependence. 

Propositions Related to Research Question #3 

Research question #3 asks: Does membership in SIGs lead to 

organizational competitive advantage? This question refers specfficaUy to 

the conceptuaUy generated typology of SIGs presented in Figure 2.2. The 

competitive advantage imphcations of SIGs represent the blending of two 

distinct and separate dimensions (i.e., number of partners and level of 

partner interdependence) of structural Hnkages. These two dimensions are 

discussed next vis-a-vis their proposed independent effects on competitive 

advantage. This is foUowed by the expected blended effect these two 

dimensions have (via SIGs) on competitive advantage. 
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Number of Partners. The general argument regarding the number of 

partners is that more partners shoidd lead to higher competitive advantage. 

From a resource dependence perspective (Pfeffer and Salancik, 1978), no 

organization can possess aU of its required inputs. Organizations, therefore, 

must secure some inputs from the environment. This can only be 

accompHshed through relationships with other organizations. 

The more relationships a firm has with other organizations, the more 

possibffities or chances the firm has to gather resources it does not possess 

intemaUy. In addition, as organizations enter into more relationships, the 

opportunities for creative bundling of resources increase. To the extent that 

this creative bundling leads to unique resources, value is added to the 

organizations (Bamey, 1995; Black and Boal, 1994). 

From a purely theoretical viewpoint, the number of structural Hnkages 

between even a smaU number of organizations can be quite large. In reaHty, 

however, organizations have limited human, physical, and finandal 

resources to use for creating, monitoring (fi*om an agency theory perspective), 

and maintaining coUaborative activities. Since health care is provided on a 

local scale (i.e., the market or service area is generaUy finite and, hence, 

considered 'local"), there are, in reaHty, a very Hmited nimiber of structural 

linkages that can actuaUy be formed, espedaUy given the usuaUy Hmited 

number of health care organizations within a "local" market. 
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These arguments imply that the dimension of nimiber of partners 

contains a "rareness" characteristic. Since relationships with a higher level 

of interdependence require even more resources to manage them (i.e., 

managerial attention, financial investment, etc.) than relationships with 

lower levels of interdependence, there clearly must exist a practical Hmit to 

the number of stmctural Hnkages (especiaUy higher interdependence level 

linkages) that a given group of organizations can effectively implement. This 

impHes that it is more rare to find organizations with many partners than to 

find organizations with fewer partners. 

From the lOR perspective, partnering impHes the use of coUaborative 

strategies by the partners in order to aUow the partners to do more with less, 

espedaUy when the each partner has limited resources (Berquist et al., 1995; 

Kanter, 1989). CoUaboration often increases the complexity of partner 

organizations and results in a value adding complex partnership (MitcheU 

and Singh, 1996). In addition, coUaboration resvdts in webs or networks or 

pattems of linkages between organizations that create value by injecting 

stabffity into the uncertain environment. 

In summary, more partners provide more value to the organizations 

due to coUaborative advantages (Kanter, 1994) such as access to more 

resources, potential for bundling of unique resources, stretching of Hmited 

resources (Hamel and Prahalad, 1993), and creation of complex webs of 

partners (Lorenzoni and Baden-FuUer, 1995) to provide stabUity in an 
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uncertain future. In addition, it is rare to find organizations with relatively 

more partners due to reasons such as Hmited monitoring resources and a 

practical limit to the amount of partners any organization can have. 

Resources that are both valuable and rare are capable of increasing 

organizational competitive advantage (Bamey, 1991; Grant, 1991). 

Level of Partner Interdependence, The general argument is that 

higher levels of partner interdependence result in higher organizational 

competitive advantage than lower levels of partner interdependence. This 

has been shown to be tme in health care. SpecfficaUy, the presence of 

integrated deHvery systems, an organizational stmcture with very high 

levels of partner interdependence, aUow for enhanced product offerings 

(Coddington et al., 1996) and results in both greater flexibiHty and more 

effidency for the different component organizations, thus aUowing the 

integrated deHvery system component organizations to adapt to market and 

environmental changes in a better and faster manner (Coddington et al., 

1994). 

Higher interdependence (e.g., redprocal interdependence per 

Thompson, 1967) results in higher asset spedfidty (WUHamson, 1991) which 

can be very benefidal to partnering health care organizations because of the 

continuous exchanges inherent in the seamless deHvery of health care 

brought about by the third generation of managed care in the 1990s (Duncan 

et al., 1995). On a related note, in the automobUe industry, more tightiy 
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coupled lORs have been shown to outperform loosely coupled relationships 

(Dyer, 1996). 

In summary, higher levels of partner interdependence in health care 

wiU lead to higher competitive advantage for the partnering organizations. 

This higher interdependence levels enhance the flexibiHty and efficiency 

avaUable in the health care field because health care deHvery operations are, 

by nature, tightiy Hnked, team efforts. 

Summarv of the Two SIG Dimensions. The preceding discussion 

showed that each of the two dimensions of SIGs have separate competitive 

advantage imphcations for the partnering organizations. For example, it was 

argued that when an organization has many partners, it shoiUd experience 

higher competitive advantage. In addition, when an organization has higher 

levels of partner interdependence, it should also have higher competitive 

advantage. However, there are other organizational theories that, from a 

context free perspective, seem to make different competitive advantage 

arguments. As wLU be seen, though, from the context spedfidty of medical 

groups in the health care industry, these other organizational theories also 

point to the same general competitive advantage condusions as presented 

above. For Ulustrative purposes, the theories of transaction cost economics 

(TCE) and open systems/loose coupHng wUl be examined. 

TCE (WiUiamson, 1986, 1991) seeks to find the governance structure 

that produces the lowest exchange costs. It is argued that organizations 
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develop in order to reduce the transaction costs of exchanges within the 

market. Thus, organizations internalizing the exchanges, father than 

aUowing separate organizations to meet in the market for exchange purposes. 

This functionalist approach argues for an organization to have fewer 

partners and, instead, intemaHze (i.e., own) the processes in the production 

stream. This sounds contradictory to the arguments presented in this study 

that say more partners shovdd lead to higher performance (i.e., competitive 

advantage). However, the context specfficity of the health care industry 

ensures that the major TCE idea of lowest exchange costs is actuaUy met 

with more partners. 

For example, in the health care industry, many legal and regulatory 

barriers exist that prohibit fuU internalization of the complete spectrum of 

medical treatment. For instance, the state of Texas prohibits any entity 

except physicians to legaUy own physidan groups. Non-physidan entities, 

such as hospitals, cannot be direct owners of physidan groups. In addition, 

there are numerous examples of health care organizations combining into 

one organization for effidency reasons, only to have the Justice department 

launch a fuU-scale investigation into possible violations of antitrust laws. 

The result of these types of laws and regulations is that fuU and 

complete internalization in the health care field is not always possible. 

Instead, the closest organizational structure to complete internalization in 

health care may be the integrated deHvery system, which is a group of tightiy 
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coupled, yet separate, provider and financing entities. In other words, due to 

the context spedfic legal and regulatory barriers in the health care industry 

that inhibit complete intemaHzation (as discussed within TCE), it appears 

that more partners may prove to be a close substitute to this concept of 

complete intemaHzation. Therefore, whUe the competitive advantage effect 

from many partners as proposed herein seems contradictory to TCE, in 

reaHty, the context spedfidty of health care aUows for these proposed effects 

to be in line with TCE arguments. 

Under the open systems concept (as discussed by Scott, 1987), 

organizational systems are seen as having subsystems that are only weakly 

connected to other subsystems and that are fairly autonomous. This 

interdependency between these subsystems is best managed by aUowing the 

subsystems to be loosely coupled (as discussed by Pfeffer and Salancik, 1978). 

This loose coupling may lead to flexibUity and adaptabUity regarding the 

relationships between the subsystems (Weick, 1976). 

Flexibffity and adaptabUity, in turn, are argued to lead to increased 

performance and, perhaps, to increased competitive advantage, espedaUy in 

environments characterized by turbulence. This is opposite of the arguments 

presented herein which state that the highest level of competitive advantage 

is achieved when there are tightly Hnked relationships, not loosely coupled 

relationships. The context specfficity of the health care industry wiU be used 

to show that the conditions assumed under the loose coupling idea do not 

99 

•."• •.••...-^ii3i«3(K, 



' . .-i- .- ' " " K 

••I'u^U-

apply to the health care industry. This means that the proposals of this 

study are not constrained by and do not have to fit with the proposals 

espoused by the loose coupHng fi:amework. 

The concept of loose coupling connotes the image of bundles of 

resources that can be grafted onto or taken off of a system with relatively 

Httle disturbance to either the bundles or the system. In health care, both 

the 'local" nature of health care deHvery and the concept of shared financial 

risk vis-a-vis managed care actuaUy preclude health care partner 

organizations fi*om harm-free shifting of aUegiances (i.e., joining and 

dissolving partnering arrangements). For example, once a medical group has 

established networking relationships with other medical groups, hospitals, 

managed care organizations, and integrated deHvery systems/networks, it 

would be very disruptive for the medical group to suddenly puU away firom 

its partners and latch onto other partners. This disruption to the health care 

system may be due to the fact that, in the local health care market, there 

may not even be another medical group to step in where the first medical 

group left. 

As another example, health care provider organizations are agreeing 

to a new form of financing of health care, capitation. Capitation impHes that 

finandal sharing of medical treatment risk by the providers and the 

insurance company. These types of risk sharing relationships are very aU-

encompassing and are generaUy designed from a "population of patients" 
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perspective, rather than from an "individual patient" perspective. In other 

words, health care systems are designed to provide the complete continuum 

of care for a defined population of patients. Partner organizations that 

suddenly try to drop out of a particular system wUl find that both they and 

the system suffer, perhaps irreparably. 

These examples indicate that the conditions inherent in the loose 

coupling concept do not fit very weU with the health care industry. 

Therefore, the proposed or descriptive arguments for loose coupling do not 

apply to today's health care industry and it is deemed acceptable to have 

competitive advantage proposals for the health care industry that do not fit 

the typical loose coupling situation. 

Propositions. The exploratory nature of this study and this extensive 

discussion of how the two dimensions of number of partners and level of 

partner interdependence blend together leads to the determination of one 

proposition for each of the four ideal types of SIGs (i.e., one proposition for 

each ceU). These four basic propositions foUow and are summarized in 

Figure 2.3. 

Proposition 3a: Organizations with many partners and high 

levels of partner interdependence have higher levels of 

competitive advantage. 
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Proposition 3b: Organizations with many partners and low 

levels of partner interdependence have intermediate 

levels of competitive advantage. 

Proposition 3c: Organizations with few partners and high 

levels of partner interdependence have intermediate 

levels of competitive advantage. 

Proposition 3d: Organizations with few partners and low 

levels of partner interdependence have lower levels of 

competitive advantage. 

As these propositions indicate, organizations with many partners and 

a high level of partner interdependence have the highest level of competitive 

advantage. On the other hand, organizations with few partners and a low 

level of partner interdependence have the lowest level of competitive 

advantage. However, it is not as easy to predict the relative competitive 

advantage effects of the other two kinds of SIGs, except to say they both will 

lead to an intermediate level of competitive advantage. 

There is no way to decide which of the two dimensions (i.e., number of 

partners or level of partner interdependence) has more weight when they 

blend together to create SIGs. Therefore, when discussiag only four broad 

categories of SIGs, it is not possible to determine whether cautious 
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coUaborators should have more or less competitive advantage than reluctant 

collaborators. 

For this exploratory study then, the propositions wiU indicate that 

these two different types of SIGs will result in neither the highest nor the 

lowest competitive advantage. Instead, they should result in an intermediate 

level of competitive advantage. 

Propositions Related to Research Question #4 

Research question #4 asks: Are there environmental and/or 

organizational characteristics which predict an organization's competitive 

advantage? 

Organizations and environments are interdependent (Scott, 1987). 

Organizational outcomes represent the joint product of organizational 

performance and environmental response. For example, in health care, a 

surgeon may perform flawlessly, but the patient may still die. There are 

extemal factors beyond the control of the organization. These extemal 

factors can be represented by different environmental attributes, such as the 

degree of threat to the organization (Blair and Fottier, 1990), the degree of 

resource munificence (Castrogiovanni, 1991), the degree of inter-

connectedness to other organizations (Pfeffer and Salancik, 1978), etc. 

In general, environmental factors that are more stable and less 

uncertain tend to aUow for recoupment of prior investments, while 
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simultaneously allowing for more munificent resources. This leads to the 

foUowing proposition. 

Proposition 4a: Environments representing a non-changing 

operating paradigm lead to higher organizational competitive 

advantage. 

Previously, organizational attributes were discussed that were defined 

as complex and analjrtical (see research question #1 propositions). Regarding 

organizational performance and the complex and analytical attributes, there 

are several organizational characteristics that have historicaUy shown to 

play a critical part in organizational performance. For example, complex 

organizational attributes such as large size (Boyd, 1991; Miller and Cardinal, 

1994) and analj^cal organizational attributes such as the existence of formal 

strategic planning processes (Boyd, 1991; Bruton et al., 1995; MUler and 

Cardinal, 1994) have been shown to affect organizational performance. 

In the health care industry, whether or not a medical group is an 

academic practice plan (i.e., a highly complex and analytical organization) 

can affect organization performance. It has been argued that academic 

practice plans cannot compete on the basis of cost because their typical quasi-

governmental status dictates that they must provide a teaching function 

(that often costs more than it brings in). This makes it difficult for academic 

practice plans to compete on cost alone. 
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In addition, these types of medical groups often see a sicker mix of 

patients (e.g., because of the ties they often have with county hospitals) and 

have inefficient practice styles (e.g., the teaching function often leads to more 

tests in order to train the students) (Fox and Wasserman, 1993). Thus, the 

foUowing proposition is offered. 

Proposition 4b: Organizational demographics characterized as 

complex and analytical lead to higher organizational competitive 

advantage. 

Chapter Summary 

This chapter began with a presentation of a detailed review of the 

relevant Uterature covering lORs, structural linkages of medical groups, and 

competitive advantage. This was foUowed by a presentation of a new 

conceptuaUy generated typology of SIGs. FinaUy, several propositions tied to 

the research questions presented earHer and related to the newly created 

SIGs were then presented. The research methodology of this study is 

explored next. 
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CHAPTER III 

RESEARCH METHODOLOGY 

Chapter Overview 

This chapter describes the research methodology of this study. This 

includes discussions about: (a) the data source; (b) the model, along with 

construct definitions; (c) the operationalization of the constmcts; and (d) the 

analysis plan used to test the propositions. 

Data Source 

Data CoUection. The data used in this study are a subset of data 

obtained from a national survey of medical group practice executives, entitied 

Facing the Uncertain Future (FUF). The FUF study was jointiy conducted 

between the Center for Research in Ambulatory Health Care Administration 

(CRAHCA), the research and development arm of the Medical Group 

Management Association (MGMA), Englewood, Colorado, and The Institute 

for Management and Leadership Research (IMLR), CoUege of Business 

Administration, Texas Tech University, Lubbock, Texas. Abbott 

Laboratories, Abbott Park, Illinois was the funding sponsor. 

MGMA's professional credentiaHng organization, the American CoUege 

of Medical Practice Executives (ACMPE), faculty of Texas Tech University's 
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Ph.D. andM.B.A. Programs in Health Organization Management (HOM), 

and faculty from the University of Alabama at Birmingham coUaborated in 

this project. 

This FUF study consisted of two distinct phases of questionnaire 

development and data coUection. The first phase was administered in mid-

1994, with respondents answering questions about 1989, 1994 and 1999. 

The second phase foUowed approximately one year later with respondents 

answering questions about 1995 and 2000. Each phase of questionnaire 

development and data coUection had its own xinique focus. 

AU the data used in this study came from the second phase FUF 

questionnaire, which consisted of 612 questions posed to two distinct groups 

of health care executives: (1) medical group practice executives (including 

both physician executives and non-physician executives); and (2) other health 

care industry executives. Respondents were requested to be informants 

about their own organizations, rather than to supply answers to questions 

about themselves. Only selected questions from the second phase FUF 

questionnaire were chosen for use in this paper. These selected items are 

shown in Appendix B. 

The second phase FUF questionnaire was pUot tested in March, 1995 

to identify any misunderstandings or confusion with the actual wording of 

the questions. Thirty medical practice executives, including both physicians 

and non-physicians, participated in the pUot test. No difficulties were 
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reported in answering any of the questions. The length of the survey, 

however, was identified as a potential problem. No substantive revisions 

were made to the questionnaire based on the pUot test because it appeared 

that the structure of the questionnaire presented enough information and 

had enough alternatives to aUow the respondents to understand the issues 

and to provide meaningful answers to the questions. 

In early-April, 1995, the second phase FUF questionnaire was sent to 

3,233 health care executives. These potential respondents included aU the 

first phase respondents plus aU the members of ACMPE plus aU the 

members of MGMA's Society for Physicians in Administration (SPA). The 

first phase respondents included physician and non-physician medical group 

executives, hospital executives, managed care organization executives, and 

health care industry suppHer executives. The initial deadline for the return 

of the second phase questionnaire was May 3, 1995. 

Fax reminders of the deadline were sent to aU potential respondents in 

mid-April, 1995. A foUow up mailing of the entire questionnaire packet was 

sent on May 3, 1995 to aU non-respondents. When practical, telephone foUow 

up was performed by MGMA. The final deadline for returning 

questionnaires was moved to May 12, 1995. The questionnaires were 

returned directiy to MGMA, where the data were coded and entered under 

the direction of the Survey Operations department. Second phase 

respondents were asked to provide contact information for data quaHty 
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control procedures. Respondents were informed through the instructions 

that accompanied the questionnaire that their answers were guaranteed 

anonymity so they would be willing to share sensitive information 

To ensure the protection of potential respondents from adverse effects 

of participating in this study, a copy of the questionnaire was submitted to 

the Texas Tech University Committee for the Protection of Human Subjects, 

Office of Research Services. This committee approved the use of the 

questionnaire. 

Of the original second phase sample (3,233), 865 responded, resulting 

in a 26.8% response rate (i.e., 865 / 3,233 = 26.8%). Since this study involves 

an analysis of medical group practice executives, only the 686 respondents 

who were classified as medical group practice executives were included. A 

detaUed profile of these 686 executives appears in the Results and 

Interpretations chapter. 

SampHngJFrame 

This study has the organization (i.e., what is being studied) as the unit 

of analysis. The level of measurement (i.e., how the data was coUected) is the 

individual respondent. The level of analysis (i.e., the testing level) is the 

organization and the level of reference (i.e., who or what to generalize to) is 

also the organization. 
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The sampHng frame (i.e., the decomposition from the theoretical 

population to the sample selected) is shown in Table 3.1. The theoretic 

population for this study is aU medical group practices. However, given the 

poHtical realties of different countries, and given that the stmctural Hnkages 

discussed in this study are especiaUy timely in today's U.S. health care 

industry, the population of reaHty is aU U.S. medical group practices. 

However, due to constraints such as budgets and choice of partner for the 

FUF study (i.e., MGMA with its avaUable membership), the operationaHzed 

population is all U.S. medical group practices who are also members of 

MGMA. The sample selected for this study was defined earHer as aU the 

members of MGMA's ACMPE plus aU the members of MGMA's Society for 

Physicians in Administration (SPA). 

The U.S. health care industry has approximately 20,000 medical 

groups representing about 200,000 physicians (Medical Group Management 

Association Annual Report, 1996). Medical groups are defined as those 

medical practices which have three or more fuU-time equivalent physicians. 

Medical group executives were selected for participation in this study 

fi:om the membership of the Medical Group Management Association 

(MGMA), a professional organization with 18,000 physician and non-

physician members representing approximately 7,000 of the aforementioned 

20,000 U.S. medical groups. SpecificaUy, this study's sample of 3,233 came 

from those MGMA members who belonged to two divisions within MGMA: 
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Table 3.1 

Sampling Frame 

Element 
Population or Sample 

Quantity (i.e.. "n") 
Theoretical PopiUation: 

AU medical group practices in the world. 

PopiUation of ReaHty: 
AU U.S. medical group practices. 

OperationaHzed Population: 
AU U.S. medical group practices 
who are MGMA members. 

Sampled Selected: 
AU U.S. medical group practices 
who are MGMA members and who 
specificaUy belong to ACMPE and/or SPA. 

Sample Used: 
Physician and non-physician executives 
of aU U.S. medical group practices who are 
MGMA members and who specificaUy 
belong to ACMPE and/or SPA. 

20,000+ 

appox. 20,000 

approx. 7,000 

3,233 

686 
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the American CoUege of Medical Practice Executives and the Society for 

Physicians in Administration. 

Model and Constmct DpfinitSnn« 

The overaU model of this study is shown as Figure 3.1. This model 

shows three types of constmcts: (1) the dependent variable; (2) independent 

variables; and (3) control variables. The dependent variable is competitive 

advantage. The independent variables include: stmctural integration 

groups (SIGs), environmental characteristics; and organizational 

characteristics. The control variables include respondent characteristics. 

This model indicates that four specific research questions wiU be 

examined. These are labeled near each relationship and wiU be discussed 

after the definitions of the constmcts are presented. The expected direction 

of each of the relationships is indicated by the arrow at the right end of each 

relationship Hne. Also shown in this figure are three dotted Hnes that 

represent the alternative explanations possible firom the control variables. 

Constmcts and Individual Indicants 

The constructs developed for this study were guided by existing theory 

and research. WhUe several constructs are multi-item scales. Appendix B 

shows the actual questionnaire questions used to gather information on each 

individual indicant. The indicant names used in Appendix B are interpreted 
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in the foUowing manner: TlQ5" is read as "Part 1, Question 5." Tart" 

refers to the distinct section in the questionnaire. 

The individual indicants that make up the constmcts are described in 

the next sections within the discussion of the constmcts themselves. They 

are shown on Figure 3.2, which iUustrates how the individual indicants 

relate to each other. This figure paraUels the model presented in Figure 3.1. 

OperationaHzation of Competitive Advantage 

The study's dependent variable is competitive advantage. An 

important aspect of measuring competitive advantage is that it must be 

measured relative to competitors, and is often used with phrases such as 

"better than" or "worse than." 

There are seven different competitive advantage measures used in 

this study- The first is a mean of the six indicants of: (1) cHnical quaHty (i.e., 

the quaHty associated with the outcomes of the actual cHnical procedures 

performed by physicians, technicians, and nurses); (2) service orientation 

(the propensity of the staff to be helpful, considerate, and cooperative toward 

the patient and other stakeholders (O'Connor and Shewchuk, 1995)); (3) 

market share; (4) profitabiHty; (5) cost effectiveness; and (6) organizational 

survival. The six individual indicants are also used separately as six 

different measures of competitive advantage. 
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Each of the six indicants is a performance goal and is measured with 

the same five-point scale, as shown ia Appendix B. A score of "1" represents 

a situation where the respondent beheves his/her organization is much worse 

than its local competitors in achieving the goal. A score of "3" indicates the 

situation where the respondent believes that his/her organization achieves 

the goal the same as its local competitors. A score of "5" represents a 

situation where the respondent believes his/her organization is much better 

than its local competitors in achieving the particular goal. These six 

competitive advantage indicamts are discussed next. 

Competitive Advantage Indicants 

niinical Quality (P4BQ1). This is the quality associated with the 

outcomes of the actual clinical procedures performed by physicians, 

technicians, and nurses. Health care organizations have always had to be 

concerned with clinical quaHty. However, in this new era of managed care, 

with its associated issues of credentiaHng and selective participation in 

managed care organizations, quaHty of clinical outcomes is vitally important. 

In addition, the topic of total quaHty management is a very common research 

topic in the health care Hterature. 

Service Orientation (P4BQ2). Service is a term used to represent the 

medical group's overaU approach to patients and other key stakeholders. 

O'Connor and Shewchxik (1995) define it as the propensity to be helpful, 
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considerate, and cooperative. It is the set of attitudes and behaviors that 

affect the quaHty of the interaction between employees and the organization's 

customers (i.e., patients) and important stakeholders. A possible reason for 

interest in service orientation includes a preoccupation with patient 

perceptions of service quaHty, such as length of time spent in the waiting 

room (i.e., the queuing time), the aesthetics of the medical office, and 

attitudes of the nursing staff. It is often said that, from the patient's point of 

view, service orientation is often the sole criterion used for making 

judgments about whether the physician is "good." 

Market Share (P4BQ3). Health care has traditionaUy had a local 

market. The product (i.e., the clinical procedure) is produced and consumed 

in a relatively smaU geographic area. While there are some organizations 

that are world famous and attract patients from aU over the world, the 

majority of health care deHvery can be considered a local phenomenon. 

Market share is, therefore, a vital statistic to track because any given health 

care market is a basicaUy a fixed pie (at least for the "average" patient 

encounter). 

ProfitabiHty (P4BQ4). Much of the research on strategic effectiveness 

includes some type of profitabiHty measure. Profits are assumed to be 

necessary to sustain the ongoing operations of aU entities, whether for profit 

or not-for-profit. Therefore, profitabiHty is appropriate to include in an 

overaU analysis of competitive advantage to ascertain if the organization is 

out-performing its competitors. 
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Cost Effectiveness (P4BQ5). In health care today, the controUing of 

costs is of paramount importance. The advent of capitation by payers has 

placed a cap on the total amount of revenue health care providers can expect 

to receive for a given population of patients. This means that the only ways 

for cash flow to be increased or kept in the organization are to either increase 

health plan members and/or reduce costs. WhUe marketing efforts are 

attempting to lure patients into specific health plans, provider organizations 

must be proactive iQ reducing costs (or at least in reducing the rate of 

increase of costs). 

Organizational Survival (P4BQ6). The ultimate goal of any 

organization is to survive. In health care, survival represents a gain to both 

the organization, itself, but also to society as a whole. There are many 

instances of geographicaUy rural areas in the U.S. that have no physician, no 

hospital, not even a nurse. The survivabiHty of health care organizations is 

of utmost importance to the health poHcy of the entire country. 

OperationaHzation of Structural Integration Groups 

The SIG construct is a multi-item scale composed of fifteen individual 

items. Each of these individual items is a dichotomous measure. The actual 

questionnaire questions that were asked of the respondents for these 

structural linkage items are shown ia Appendix B. Each respondent was 

requested to check a box if the respondent beHeved his/her organization had 
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the specific structural Hnkage. If the respondent did not check the box, the 

respondent was indicating that his/her organization did not have that 

particular structural Hnkage. 

AU of the fifteen individual items have two components: type of 

partner organization and level of partner interdependence. Type of partner 

organization indicates which of the foUowing kinds of organizations are 

partners of the respondents' medical groups: (1) other medical groups; (2) 

hospitals; (3) managed care organizations; and (4) integrated deHvery 

systems/networks. Given the prevalence of structural Hnkages in today's 

health care industry, it is important to have an understanding of the types of 

organizations with which medical groups are coUaborating. Figure 3.3 shows 

how the individual items relate to the four distinct partners of medical 

groups. The double-headed lines emanating fi-om and leading to the middle 

box caUed "Medical Group" represent these potential partnering 

relationships. 

Medical groups can become involved in the foUowing four different 

levels of partner interdependence: (1) tightly Hnked; (2) moderate-tightiy 

linked; (3) moderate-loosely linked; and (4) loosely Hnked. The health care 

industry is going through a period in which an unprecedented amount of 

coUaborative activity is taking place. However, coUaborative actions can 

range aU the way from rather loosely Hnked actions Hke the traditional 
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r^erral pattems between different groups of specialized physicians, to the 

relatively tightly Hnked activities of acquisitions and networks. 

Therefore, an understanding of the level of partner iaterdependence of 

the coUaborative activities of medical groups should add important 

information to the field of health care research. Each of these different levels 

of partner interdependence brings with it issues that need to be understood 

in any coUaboration effort, such as level of financial commitment, governance 

issues, power changes, and regulatory issues (Duncan et al., 1995). 

Figure 3.4 shows conceptuaUy how the survey's fifteen individual 

items relate to the four distinct levels of partner interdependence. The 

double-headed lines emanating from and leading to the middle box caUed 

"Medical Group" represent these potential interdependence levels that the 

medical group could be engaged in. 

A discussion explaining each of the fifteen individual items (grouped 

by type of partner) foUows. 

Structural Linkages—Other Medical Groups 

Informal Strategic AUiance with Other Medical Group (P3Q10), These 

types of aUiances between the respondent's medical group and another 

medical group would represent very Httie commitment on the part of either 

party. An example of this type of relationship would be the traditional 
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physician referral networks. In geographic areas where managed care has 

not yet gained a substantial foothold, these types of relationships may stiU be 

quite common. 

Formal Strategic AUiance with Other Medical Group (P3Q11). This 

structural linkage between the respondent's medical group and another 

medical group represents a formal relationship entered into by the parties for 

the express purpose of achieving a specific goal, such as sharing of expensive 

equipment or managed care contracting. An example of this type of 

structural Hnkage would be the formation of a group practice without waUs 

(GPWW; described earHer). This arrangement aUows each partner to remain 

autonomous and in separate medical faciHties, but aUows the individual 

groups to share billing and other routine tasks. 

Jointiy Owns FaciHties with Other Medical Group (P3Q12). This type 

of structural linkage represents a somewhat significant commitment on the 

parts of both partners. An example of this type of structural Hnkage is when 

two medical groups jointly invest in a freestanding specialty clinic, such as a 

surgi-center. In order to share financial investment in faciHties, each 

medical group must beHeve it wiU be better off by sharing than by owning 

the fadHties individuaUy. This may be, for example, when the facUities cost 

so much to buUd that it would be prohibitively expensive for one group to 

attempt by itself. 
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Acquired Other Medical Group rP3Ql3y This structural linkage 

occurs when the respondent's organization has the resources and the reasons 

to actuaUy buy another medical practice. Acquiring another medical practice 

may be necessary, for example, in order for the medical group to quickly add 

the particular medical specialty it is acquiring so that the medical group can 

bid on a managed care contract. 

Acquired by Other Medical Group (P3Q14). WhUe this sounds simUar 

to the above measurement item, there are very distiact differences, especiaUy 

from the point of view of the respondent's medical group. In this case, the 

respondent's medical group is the acquired organization. As such, there wUl 

be significant acquisition issues that wiU need to be resolved, such as 

cultural change, operational differences, whether to retain aU the acquired 

physicians, etc. This type of structural Hnkage may mean the respondent's 

organization ceases to exist. 

Structural Linkages—Hospitals 

Informal Strateedic AUiartcp with Hospital (P3Q5). Years ago, these 

informal structural linkages were the major type of relationship between 

medical groups and hospitals. These occurred in the traditional "hospital 

privUege" relationship, wherein the physician was granted uncredentialed 

admitting privUeges to a hospital. Both the physician and the hospital 
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enjoyed benefits from this relationship. The hospital gained from an increase 

in the use of its faciHties and the physician was able to use equipment that 

may have been prohibitively expensive for the physician to purchase. 

Formal Stratp^c AUiance with Hospital (P3Q6). In the last few years, 

this tj^e of structural Hnkage has increased dramaticaUy. An example 

woiUd be when hospitals set up a management service bureau (MSB) to 

perform the administrative tasks (e.g. billing) of the medical practice. The 

hospital generaUy acts as a suppHer to the medical group in these formal 

strategic alliances. 

Jointly Owns FacUities with Hospital (P3Q7). These structural 

linkages have traditionaUy been caUed management service organizations 

(PHOs). These types of arrangements typicaUy include joint strategic 

planning activities in order to evaluate if both parties wiU benefit from joint 

ownership of faciHties. Often, the ownership of joint facUities iacludes assets 

from both the medical group and the hospital being purchased by the MSO. 

There is a usuaUy a moderate degree of interdependence between the 

hospital and the medical group. 

Owns an Acquired Hospital (P3Q8). This is the vdtimate physician-

hospital organization (PHO), at least from the physicians' point of view. 

Physicians acquire hospitals for several reasons, including to control both the 

outpatient and inpatient care for its patients, and because the physicians 

have a desire to integrate and the hospital management does not share that 
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desire. Examples of this type of structural Hnkage include Marshfield CHnic 

(Wisconsin) and the Mayo Clinic. 

Acquired by a Hospital (P3Qq) This is the situation where the 

physicians become employees of the hospital. This structural Hnkage is 

much more common than when medical groups acquire a hospital. The clinic 

ownership organization is an example of this type of relationship. This 

aUows the hospital to control both the cHnical and admioistrative sides of 

health care deHvery. There are some inherent problems with this type of 

acquisition. For example, physician employees have typicaUy been very hard 

to manage from the hospital's point of view. This is probably due to the 

power the physician stUl wields, even as an employee, regarding the best 

course of treatment for each individual patient. In addition, it has been 

argued that physicians do not respond weU to subordinate roles, even when 

another physician is the supervisor. 

Structural Linkages—Managed Care Organizations 

Discounted Fee-For-Service Contracts with MCOs (P3Q2). These are 

the types of contracts that were introduced during what has been caUed the 

first generation of managed care (i.e., the 1970s, per Duncan et al., 1995), 

when primary care physician gatekeepers, utilization review, and second 

opinions became a very critical part of health care financing payment plans. 
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Discounted fee-for-seryice contracts are stiU prevalent in geographic areas 

that do not have a strong influence of managed care. 

Capitated Contracts with MCOs (P3Q3V This is the type of payment 

mechanism used in the latest managed care contracts written in the most 

highly developed managed care markets, those . These are in the third 

generation (i.e., the 1990s, per Duncan et al., 1995) of the managed care 

evolutionary stage. Capitated contracts involve risk sharing between health 

care providers and health care financing organizations. Capitation 

encourages the focus of health care to be on preventive medicine. 

Owns an MCO (P3Q4). The medical group that owns a managed care 

organization is Hkely to be one that imderstands the base concepts of 

capitation (i.e., providing health care for a given patient population for a 

fixed revenue stream). Medical groups that own a managed care 

organization are Hkely to be leaders in integration efforts. 

Structural Linkages—Integrated DeHverv Svstems/Networks 

Part of FuUv Integrated DeHverv System (P3Q18). As discussed in the 

Hterature review, fuUy integrated deHvery systems have been created in 

response to the hyperturbulent environment of health care. These 

comprehensive provider and financing organizations are intended to provide 

the complete continuum of care for a defined patient population. FuUy 
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integrated deHvery systems also iaclude some form of overarching 

governance structure to ensure that each of the component organizations 

(i.e., medical groups, hospitals, and managed care organizations, at a 

minimum) functions with the overaU integrated deHvery system's weU being 

in mind. As such, these systems represent the ultimate organizational 

structure in health care, whether the criterion is based on the partner to a 

medical group or the level of interdependence for the partner medical group. 

Part of Loosely Integrated DeHverv Network (P3Ql7y Thê se 

integrated deHvery organizations have the same goals as fuUy iategrated 

systems; however, loosely integrated networks do not have as much 

interdependence between the partners. WhUe the interdependence level is 

stUl quite high, the absence of ether an overarching governance structure or 

the abiHty to enforce a weak, yet existing, governance structure, aUows for 

much greater freedom for the component organizations. 

OperationaHzation of Environmental Characteristics 

There are four individual items that measure the general health care 

environment. Each of these items is intended as a proxy for some part of the 

current healtii care environment. These items give an indication of how the 

respondents perceived the environment in which their specific organizations 

operate. Each of the four environmental items used a seven-point semantic 

differential scale, ranging from "1" to "7." For each item, only the two 
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endpoiats (i.e., 1 and 7) have labels. The actual questionnaire questions used 

to measure these five items are shown in Appendix B and are described next. 

Environmental Indicants 

Stable versus Turbulent (P9Q1). This measure teUs us whether the 

respondents beHeve the environment is more stable and predictable or 

whether the environment is characterized by turbvdence and changes. 

Research has shown that the more turbulent the environment, the more 

Hkely organizations are to coUaborate. They work with each other to attempt 

to reduce the uncertainty they feel in aU the turbulence. 

Competitive versus CoUaborative (P9Q2). An environment that is 

described by the respondents as being coUaborative, as opposed to 

competitive, impHes that organizations are working together to accomplish 

goals, rather than attempting to cause other organizations to cease to exist. 

This measure does not imply that competition and coUaboration cannot co

exist. Rather, it is an indicator of the overarching perspective that the 

respondents have regarding whether coUaboration is expected and accepted 

within their particular environment. 

Provider-Driven versus Pavor-Driven (P9Q5). Health care used to be 

exclusively provider-driven. Both medical groups (i.e., the physicians) and 

hospitals made decisions involving cHnical treatment, equipment 

investments, research and development expenditures, etc. based on criteria 

that were often not always cost-based. For example, when one hospital ia a 
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given locale purchased a piece of high technology equipment, often, aU the 

other hospitals purchased the same thing very soon afterward. These 

purchase decisions were not driven so much by cost analyses as they were by 

reputation and one-ups-man-ship. 

When the environment is payor-driven, as today's new third 

generation of managed care (per Duncan et al., 1995) is moving us toward, 

health care is not practiced the same way. Both clinical treatment autonomy 

and equipment expenditures are subject to such evaluation techniques as 

prescribed treatment plans and justification of purchases. This loss of 

provider autonomy is a very marked change in the deHvery of health care. 

Capitation versus Fee-For-Service (P9Q7). As discussed earHer, fee-

for-service is the traditional manner of financing health care sendees. 

However, capitation is the new way of doing business. This form of pa5maent 

requires that the two major components of health care (i.e., cHnical service 

and financing) share in the risk of treating a defined patient population. 

This capitation process involves the providers ia the cost issues of health care 

and can dramaticaUy alter the way health care is deHvered. 

Summary of Environmental Characteristics. AU of these 

environmental characteristics wiU be described in this study based on only 

one of the two dimensions of the semantic differential. The dimension that 

most clearly represents the new paradigm for health care wUl be the 

descriptive dimension. For example, one indicant measures stabUity versus 
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turbidence. The environmental characteristic identified by this variable wUl 

be turbulence, since that is the newer paradigm withia health care. The 

other characteristics that represent a new environmental paradigm are 

coUaboration, payor-driven, and capitation. 

It is always desirable to have higher values of a variable represent the 

measured chgiracteristic. This is the case for turbulence, coUaboration, and 

payor-driven. However, as seen on the previously mentioned Appendix B, 

capitation is measured on the lower end of the value continuum. Therefore, 

this particular indicant wiU be reverse coded (i.e., a 1 becomes a 7, a 2 

becomes a 6, etc.) so that higher values represent more capitation. This 

makes statistical analysis more intuitive and consistently iaterpretable. 

Operationalization of Organizational Characteristics 

There are four individual items that measure characteristics of the 

respondent's medical groups. They are demographic in nature and, 

therefore, were measured in a variety of ways. Appendix B shows the actual 

questionnaire questions that were used. Together, these items provide an 

overaU picture of the respondents' medical groups. They are described next. 

Organizational Indicants 

Existence of a Strategic Plan (PlQll). This item indicates if the 

respondent beHeves that his/her medical group has a current, written 
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strategic plan. It is assumed that those organizations that did have a 

strategic plan woidd be aware of the environmental conditions of the health 

care industry and woiUd also be practicing the latest strategic techniques and 

tactics avaUable ia the health care iadustry (Brutoa et al., 1995). Strategic 

planning has been shown to affect performance of organizations (MUler and 

Cardinal, 1994; Boyd, 1991). 

This measure is a dichotomous vairiable. Each respondent was asked 

to check a box if his/her medical group had a current, written strategic plan. 

If the box was not checked, the respondent was indicatiag that the 

organization did not have one. 

Number of FuU-Time Equivalent Physicians (P1Q13). This item was 

asked to ascertain if the medical group would be considered a smaU, medium, 

or large medical group. Per MGMA, smaU medical groups are those that 

have 10 or fewer FTE physicians. Large medical groups are those that have 

at least 50 FTE physicians. Medium size medical groups are those in 

between 11-49 FTE physicians, inclusive. This particxUar measure is a 

continuous variable. 

The size of the medical group is important because it is assumed that 

smaU medical groups would be more iacHned to stay smaU in order to 

preserve autonomy. However, in this current health care environment, these 

smaU groups are not expected to perform as weU as the medium and large 

medical groups. Large medical groups are typicaUy associated with academic 
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organizations. However, in this sample, the largest medical groups are 

evenly spHt between academic practices and non-academic plans. Therefore, 

the larger the medical group, the better the competitive advantage. 

Single Specialty or Multispecialty (P1Q14). This variable indicates the 

respondent's beHefs regarding the type of medical practice (multispecialty 

with primary care, miUtispecialty without primary care, or single specialty) 

that best fits the respondent's organization. Population ecology theory 

(Hannan and Freeman, 1977) argues that single specialty medical groups 

(i.e., interpreted as specialized organizations per population ecology theory) 

wiU be more anxious in this \incertain health care environment. As such, 

they may be more Hkely to see coUaborative actions (i.e., interpreted as 

generalized organizations per population ecology theory) as beneficial, and 

may be more likely to engage in them when compared to multispecialty 

groups. One item was used to measure this variable- It is a check-off 

variable. This specific measure of organization type is reduced to only two 

categories (multispecialty and non-multispecialty). 

Medical School-Based Academic Practice (P1Q15). Academic practice 

plans are unique medical providers. They are typicaUy very large 

multispecialty groups, which are often associated with the teaching function 

at medical school. They are, therefore, operated Hke quasi-governmental 

organizations. They often have higher costs than other large medical groups 
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because of the teaching and research functions they perform (Fox and 

Wasserman, 1993). 

However, academic practice plans also have unique competitive 

advantages, often the very same reasons why they are not cost effective 

medical care providers. Some of this potential competitive advantage comes 

from (Zuckerman, 1993): extremely focused faculty expertise; 

miUtidiscipHnary treatment capabUities; access to costly and state-of-the-art 

technology; and the abiHty to offer the latest medical products and 

procedures. 

This measure is a dichotomous variable. Each respondent was asked 

to check if his/her medical group was an academic practice plan. Kthe "Yes" 

box was checked, the respondent was indicating that his/her organization 

was, indeed, an academic practice plan. If the "No" box was checked, instead, 

the respondent was indicating that the organization was not one. If neither 

box was checked, the data were entered as missing data. 

OperationaHzation of Respondent Characteristics 

The control variables can be classified as respondent characteristics. 

These specific indicants may be alternative explanations of the dependent 

variable (i.e., competitive advantage) or they may influence the strength 

and/or direction of the actual effect the independent variables (i.e., SIGs, 

135 

r ' r . ' . • - • ' >•. i 3 i '—-- • 



I •• •illWil m 

environmental characteristics, and organizational characteristics) have on 

the dependent variable. 

There are three individual items that are used to ascertain four 

different characteristics of the respondents. These four respondent items are 

demographic in nature. As such, they were measured in a variety of ways. 

Appendix B shows the actual questionnaire questions that were used for 

these individual items. They are described next. 

Respondent Indicants 

Gender (PlQl). This item wiU be used to ascertain if there are 

systematic differences in the way males and females respoaded to the 

questions presented in the FUF questionnaire. Analysis of this item wUl 

indicate if gender bias is present. 

Age (P1Q2). This item wiU aUow for analysis of any age bias present 

in the responses to the questions used in the FUF questionnaire. It is 

assumed that the age of a respondent may affect the types of answers given 

by respondents. For example, older respondents are presumed to have more 

Hfe experiences and are, therefore, expected to be more conservative in their 

assessments of courses of action to take. In other words, older respondents 

may be less likely to desire to engage in coUaborative efforts, especiaUy since, 

untU very recently, the industry was not very concerned with coUaboration. 

This measure is a continuous variable. 
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Highest Level of Education (P1Q3). This measure iadicates the 

highest level of formal education attained by the respondent. It is assumed 

education level can affect competitive advantage because greater education 

translates into greater knowledge. This aUows better educated respondents 

to understand their organizations' competitive positions and actions. When 

this increased knowledge is coupled with the strong push in health care to 

coUaborate, it may be that better educated respondents wiU be more Hkely to 

enter into integration relationships. 

The possible exception to this reasoning involves physicians. 

Physicians, whUe among the most educated, may not be as interested in 

coUaboration as non-physician due to the loss of autonomy beHeved to be 

associated with coUaborative actions. 

Physician Executive or Noa-Phvsician Executive. This measure 

identifies whether the respondent is a physician executive (PE) or a non-

physician executive (i.e., medical practice executive or MPE). The item 

indicating highest level of education was used to indicate if the respondent 

was a physician or a medical practice executive (described above). The 

doctoral category in "Highest Level of Education" was examined to determine 

those doctoral holding respondents who held medical degrees. SpecificaUy, 

those respondents who possessed either a Medical Doctor degree (i.e., MD) or 

a Doctor of Osteopathy degree (i.e., DO) were classified as physician 

executives (i.e., PE). If the respondent did not possess either an MD degree 
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or a DO degree, than the respondent was classified as a medical practice 

executive. 

This item is included ia this study because it has beea suggested that 

the differing formal training received by physicians and non-physicians 

should result in different perceptions of actual and projected business 

conditions. It has been shown that there may not reaUy be substantive 

differences in the way these two groups perceive certain health care issues 

(PaoHno, Greaves, Blair, Fottler, and Rotarius, 1995). However, competitive 

advantage was not analyzed in their study. Therefore, an important use of 

this item wiU be to determine whether there are any substantive differences 

in the way physicians and non-physicians see competitive advantage vis-a

vis structural Hnkages. 

Analysis Methods and Statistical Procedures 

This study is an exploratory, secondary analysis of existing cross-

sectional data. WhUe the data may seem to be relatively closely suited to this 

study, it was coUected without the specifics of this study in mind. In other 

words, this is a post hoc study. The data coUection involved use of a 

nomothetic, non-experimental approach (i.e., a questionnaire to gather the 

data). SPSS 6.1 for Windows is used for aU data analysis. The specific 

analysis techniques to be used in this study are discussed next. 
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Methodology 

Correlation Analyses. Correlations between pairs of variables wiU be 

used to assess multicoUinearity, or highly correlated variables. If 

multicoUinearity is shown to exists between any pair of variables, then one of 

the two variables wiU be considered for elimination from the study. The 

determination of which of two variables to leave in and which to delete from 

the analysis does not rely exclusively on theoretical amd/or empirical issues. 

Instead, judgment, based on a thorough understanding of substantive health 

care issues, must be utilized in this step. Pearson's correlation coefficient 

(SPSS 6.1 Bivariate Correlations) is used to determine if mvdticoUinearity 

exists between variables. 

Ensure ReHable Multi-Item Scales. Multi-item scales wUl be 

developed for several of the constructs, of competitive advantage and SIGs. 

The reHabiHty of each multi-item scale is assessed usiag Cronbach's 

coefficient alpha (SPSS 6.1 Scale ReHabiHty). 

Data Reduction. These techniques are utUized to create a 

parsimonious construct from a larger set of iadicants. Both factor analysis 

techniques, along with their associated rotation procedures, (SPSS 6.1 Factor 

Analysis) and clustering techniques (SPSS 6.1 K-Means Cluster Analysis) 

wUl be used to decide if constructs parsimoniously represent indicants (i.e., 

unidimensionaHty). 

Factor analysis techniques, in general, are data reduction procedures 

that help us understand measurement issues. Factor analysis converts raw 
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data into a parsimonious and more abstract form that can be effidentiy used 

in testing propositions. 

Clustering techniques wiU be used to create empiricaUy generated 

grouping. Cluster analysis is a statistical procedure that creates mutuaUy 

exclusive categorizations of data based on theoreticaUy indicants. Cluster 

analysis seeks to simultaneously maximize within group simUarity and 

maxiaiize between group differences. This statistical procedure essentiaUy 

results in a determination of several different pattems of responses that are 

similar enough to each other to be grouped together. 

Variable Interaction. Regression (SPSS 6.1 Linear Regression), 

analysis of variance (SPSS 6.1 General Factorial ANOVA), and multivariate 

analysis of variance (SPSS 6.1 MANOVA) statistical procedures wiU be used 

to test how the variables (dependent, independent, and control) interact. In 

addition, tests to determine if regression assumptions (i.e., Hnearity, variance 

equaHty, and normaHty) have been violated wiU be performed, ff necessary, 

the data wiU be transformed to correct for violations of regression 

assumptions. The specific detaUs of regression foUow. 

Multiple regression variables can be entered into and/or removed from 

the regression equation either simultaneously or in a hierarchical fashion. 

The hierarchical methods can be one of three different avenues: forward; 

backward; or stepwise. 
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In forward hierarchical regression, variables are entered one at a time 

or one block of variables at a time based on a predetermined entry criterion 

(e.g., the satisfaction of a particular significance value). In backward 

hierarchical regression, the model begins with the inclusion of aU variables 

and eliminates variables one at a time or one block of variables at a time 

based on a predetermined removal criterion. 

Stepwise hierarchical regression combines both forward and backward 

regression. Variables are examined one at a time or ia blocks for inclusion, 

thea they are examined for elimination when the next variable or block of 

variables is examined for entry. AU of these hierarchical regression methods 

aUow the researcher to examine particular variables of interest, whUe 

holding aU the other variables statisticaUy constant. This amounts to a 

situation where the effects of the previously entered variables can be 

distiaguished from the effects of the current variables being entered or 

removed. 

For aU of the regression equations in this study, missing values wUl be 

replaced with the mean of the variable across aU other cases. This aUows for 

the maxiaium number of cases to be iacluded ia the statistical analyses. 

Other statistical tests wUl also presented in the regression output. For 

example, a beta value is given for each variable. This beta value represents 

the standardized regression coeffident and aUows for better interpretation of 

the strength of each variable vis-a-vis the dependent variable. Standardized 
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variables remove the interpretation problems associated with variables being 

measured in different units. 

Regression procedures are intended for use with data that fit various 

assumptions, such as linearity, variance equaHty, and normaHty. The 

Hnearity assumption is that the residuals (i.e., difference between predicted 

and observed values) are presumed to be represented by a linear function. 

This wUl be visuaUy tested using a scatterplot of standardized residuals 

plotted against the standardized predicted values of the dependent variable. 

SpecificaUy, the plotted points show no discernible pattem ia order to 

indicate Hnearity. 

The equaHty of variance assumption states that the residuals must be 

equal or constant regardless of the actual predicted or observed values. This 

wiU be visuaUy tested using a scatterplot of the standardized residuals 

plotted against the standardized predicted values of the dependent variable. 

For the variance equaHty assumption to be satisfied, the plotted points 

should be equaUy represented above and below the line representing the 

mean of the residuals and the points should be evenly spread along the 

predicted values. 

The normaHty assumptions states that the residuals should be from a 

normal distribution. A visual test of this assumption wiU involve examiniag 

a histogram of the standardized residuals and looking for an approximately 
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normal curve. If a normal curve represents the residuals, than the normaHty 

assumption is satisfied. 

Since data wUl never perfectiy meet aU the assumptions (Nomsis, 

1994; Norman and Streiner, 1986), closeness counts. In other words, the 

higher the degree of fit with aU of the assumptions, the more value one can 

discern from the data and the more one can rely on the statistics generated 

from regression procedures. 

ANOVA and MANOVA procedures aUow for analysis of interaction 

effects. Both regression and the two analysis of variance procedures provide 

analysis of variance significance tests through the use of the F statistic 

(Norusis, 1994). The F statistic is the ratio between two independent 

estimates of a popvdation, variabiHty of the observations within a group (i.e., 

the variabiHty of the observations around their group mean) and the 

variabiHty between the group means. The within group variance measures 

how much the observations within each group vary. The between group 

variance measures how much the group means vary among themselves. 

The more closely the two means resemble each other, the doser the F 

statistic wiU be to one, thus iadicating statistical homogeneity. The greater 

the F statistic, the less likely the observed statistical differences are due to 

sampHng error, and the more likely the differences are due to a treatment 

factor (i.e., the combined effects of aU of the independent variables). 
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In addition to the F statistic, a t test is also performed. This statistical 

test indicates whether a specific variable has a significant relationship with 

the dependent variable. The t test assumes the effects of the other 

independent variables are held statisticaUy constant. 

A statistic representing the coefficient of determination (R )̂ is also 

provided by these statistical procedures. This statistic is a measure of the 

goodness of fit of a particular model. It teUs how much of the variabiHty of 

the dependent is accounted for by the variables in the regression. The 

adjusted R̂  statistic attempts to correct R̂  to more closely reflect the 

goodness of fit. Adjusted R̂  reduces R̂  because R̂  is based on the sample 

data, and popiUation data seldom fit the regression line as weU as sample 

data. 

ANOVA only aUows for analysis of the independent variable(s) on one 

dependent variable. MANOVA, however, aUows for analysis of multiple 

dependent variables. In order to ascertain which of the miUtiple dependent 

variables are most greatiy affected by each of the independent variables, 

discriminant analysis (SPSS 6.1 Discriminant Analysis) wiU be performed. 

Chapter Summarv 

This chapter first presented the data coUection process and sampHng 

frame. This was foUowed by a discussion of the model to be tested, including 

definitions of the model constructs. Next, the individual indicants were 
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presented, along with the operationalization of the constructs. FinaUy, the 

analysis methods used in this study were presented. 

The next chapter describes the results of the measurement of the 

constructs, along with the resiUts and interpretations of the proposition tests. 
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CHAPTER IV 

RESULTS AND INTERPRETATIONS 

Chanter Overview 

This primary focus of this chapter is to discuss aU of the data analysis, 

leading up to and including the testing of the propositions. First, the chapter 

begins with a discussion of descriptive statistics of selected indicants used in 

this study. GeneralizabiHty issues relating to the sample are also discussed. 

This is foUowed by the measurement of the dependent variable of competitive 

advantage. 

Next, the propositions from research question #1 are tested. These 

relate to the major independent variable of structural integration groups 

(SIGs). The chapter then continues with an analysis of multicoUinearity of 

the independent variables, which is foUowed by a presentation of the 

expected relationships between aU the variables in the model. FinaUy, this 

chapter doses with discussions of the resvdts and interpretations of the tests 

of the propositions from research questions #2, #3, and #4. 

Descriptive Statistics and GeneraHzabiHtv 

Descriptive statistics for each of the variables are presented on Table 

4.1. This data summary is presented in categorical form, even though most 

of the variables are not categorical. These descriptive statistics provide an 
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Table 4.1 

Descriptive Statistics 

Characteristics of Respondents 
Gender 

Age 

Highest Level of 
Education 

Physician 
Executive? 

Female 
Male 

29 & under 
30-39 
40-49 
50-59 
60 & over 

Doctoral degree 
Masters degree 
Bachelors/High School 

Yes 
No 

Characteristics of Respondents' Organizations 
Current, Written 

Strategic Plan? 

FTE Physicians 

Medical Group Type 

Academic Practice? 

Yes 
No 

Less than 10 
10-50 
Over 50 

MiUtispecialty 
Single-specialty 

Yes 
No 

# 

323 
363 

9 
140 
342 
166 
28 

93 
348 
243 

75 
609 

402 
279 

281 
234 
171 

334 
345 

102 
579 

% 

47% 
53% 

1% 
20% 
50% 
24% 

4% 

14% 
51% 
35% 

11% 
89% 

59% 
41% 

41% 
34% 
25% 

49% 
51% 

15% 
85% 
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overview of the nature of the data. This information wiU faciHtate 

interpretation of the results of the tests performed in this chapter. 

How representative is this study's sample vis-a-vis the population of 

reaHty (i.e., aU U.S. medical group practices)? Members of MGMA (which 

numbered approximately 19,000 in 1995) may be more Hkely to be proactive 

regarding strategic threats such as health care reform because their 

membership ia a professional association indicates their yearning for 

solutions to the problems they face. 

In addition, those MGMA members who belong to MGMA's 

professional credentiaHng entity, ACMPE, are most Hkely the furthest along 

the *liealth care" education dimension, especiaUy compared to the medical 

group executives who are not even regular members of MGMA (and, 

therefore, do not even receive the monthly journal of MGMA). 

Data was avaUable from MGMA for five variables that represent two 

respondent characteristics and three organizational demographics. The 

resvdts of t-tests for these five variables indicates that there may not be much 

generaHzabUity between the respondents and MGMA's overaU membership. 

For example, 53% of this study's respondents were male, compared with 47% 

for MGMA's membership. However, the t-test for this variable finds 

significant findings (n = 686, p < .01), indicating non-generaHzabUity. 

The other respondent characteristic tested, physician or non-physidan, 

also has significant findings (n = 684, p < .001, sample = 11% physicians. 
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MGMA membership = 4% physidans). The organizational characteristic of 

size (i.e„ FTE physidans) also indicated non-generalizabUity (n = 686, p < 

.001, sample = 41% of medical groups with less than 10 FTE physidans, 

MGMA membership = 71%). 

In addition, multispedalty classification was also significant (n = 679, 

p < .001, sample = 49% multispecialty medical groups, MGMA membership = 

34%). FinaUy, classification as an academic practice also indicated non-

generaHzabiHty (n = 681, p < .001, sample = 15% of organizations are 

academic plans, MGMA membership = 10%). AU in aU, it does not seem 

Hkely that this study's actual respondents are very representative of the 

operationaHzed population. 

Competitive Advantage Constructs 

As the Hterature review indicated, competitive advantage is beHeved to 

be a multidimensional construct. As such, there are numerous 

conceptualizations of the optimal constmct to represent competitive 

advantage. This study uses six individual competitive advantage indicants, 

as discussed earHer. This study wUl examine three different methods to 

operationaHze competitive advantage: (1) as the six indicants individuaUy; 

(2) as a new variable representing the average of the six indicants; and (3) as 

a new variable ranging fix)m 0-6 that represents the number of iadicants (out 

of six possible) with which the medical group experiences a high level of 
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competitive advantage. High competitive advantage is defined as a score of 

either 4 or 5 on a five point scale. 

Three Methods 

Can One Variable Be Used? In order to create one new variable, it 

should be determined if oae variable can capture aU the detaU in the six 

individual indicants. This can be accompHshed through the use of factor 

analysis. These six individual indicants were subjected to principal 

components factor analysis using varimax rotation (SPSS 6.1 Factor 

Analysis). Varimax rotation is an orthogonal method that attempts to 

minimize the number of variables that have high loadings on a factor 

(Norusis, 1994). The results of this factor analysis are shown on 

Table 4.2. 

The correlation matrix and the Kaiser-Meyer-OUdn (KMO) measure 

appear first and second, respectively, on this table. These two items help 

determine if factor analysis is the appropriate technique to analyze these six 

specific items (Nomsis, 1994). For example, if the correlations of the pairs of 

items in this matrix are low, it is unlikely that they share common factors. 

However, as can be seen on this table, the correlation matrix indicates that 

there are only high correlations (i.e., .25 and higher, with one exception). 

The KMO measure is approximately .75. Values approaching .80 

indicate that it is completely appropriate to proceed with factor analysis. 

These two items together (the matrix with moderate to high bivariate 
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Table 4.2 

Competitive Advantage—^Factor Analysis 

Correlation Matrix: Mkt Cost 
QuaHty Service Share Profits Effectv Survival 

QuaHty 1.00000 
Service .29427 1.00000 
Mkt Share .32646 .36677 1.00000 
Profits .25698 .34168 .48565 1.00000 
Cost Effectv. 16837 .48386 .30924 .51613 1.00000 
Survival .28315 .30248 .53583 .37560 .38128 1.00000 

Initial Statistics: 
Variable CommunaHty * Factor Eigenvalue 
QuaHty 
Service 
Mkt Share 
Profits 
Cost Effectv 
Survival 

Factor Matrix: 
QuaHty 
Service 
Mkt Share 
Profits 
Cost Effectv 
Survival 

1.00000 
1.00000 
1.00000 
1.00000 
1.00000 
1.00000 

Factor ] 
.51923 
.67406 
.74907 
.74036 
.70706 
.70842 

Descriptive Statistics: 
CHnQual 
Serv Orient 
Mkt Share 
Profit 
Cost Effectv 
Org Survival 

* 

* 

* 

* 

* 

\ * 

[ 

Mean 
4.12059 
3.59941 
3.77713 
3.48000 
3.42353 
3.87518 

1 
2 
3 
4 
5 
6 

2.83499 
.89978 
.78457 
.61445 
.52548 
.34073 

StdDev Cases 
.79774 680 

1.00224 679 
.97857 682 

1.03963 675 
.99928 680 
.98548 681 

PctofVar 
47.2 
15.0 
13.1 
10.2 
8.8 
5.7 

CumPc 
47.2 
62.2 
75.3 
85.6 
94.3 

100.0 
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correlations and the high KMO value) indicate that it is appropriate to use 

factor analysis to analyze these six individual items. 

Table 4.2 next shows the iaitial statistics of the factor analysis, along 

with the factor matrix. As can be seen, the six items that make up the 

competitive advantage constmct load on only one factor (i.e., only one factor 

has an eigenvalue of greater than one) and the loadings from the factor 

matrix are aU over .50. AdditionaUy, the scree plot shown ia Figure 4.1 

indicates that only one factor (i.e., a "strong" factor per Pedhazur and 

Schmelkin, 1991) is appropriate to represent aU six items. In addition, this 

scale has relatively high reHabUity (i.e., Cronbach's alpha is .777; not shown). 

This impHes that the constmct of competitive advantage, when 

measured with these six indicants, has constmct vaHdity and is a candidate 

for representation by only one variable. The next step is to determine which 

single variable to use as the competitive advantage constmct. The two new 

variables wiU be compared with each other to determine the best new, single 

variable to operationaHze the constmct of competitive advantage. 

Comparison of the Two New Variables. The two candidates for 

representing competitive advantage are caUed MeanCA (the mean or average 

of the six indicants) and HighCA (the number of indicants with which the 

medical group experiences a high level of competitive advantage). Table 4.3 

shows the comparisons made between these two variables. 
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Table 4.3 

Competitive Advantage Constmct Determination 

Step 1 "Correlations: 
MeanCA 
HighCA 
CHnQual 
Serv Qual 
Mkt Share 
ProfitabiHty 
Cost Effctvns 
Survival 

MeanCA 
1.0000 
.9200 * 
.5324 * 
.6827 * 
.7388 * 
.7382 * 
.7081 * 
.7031* 

HighCA 

1.0000 
.4969 * 
.6117* 
.6955 * 
.6791 * 
.6555 * 
.6689 * 

= p<01 

Step 2— Multiple Regression: 
Dependent Variable: MeanCA 
Independent Variable(s) Entered: CHn Serv Share Profit Cost Survl 
R Square .99527 Adjusted R Square .99523 
ANOVA: DF Sum of Squares Mean Square 
Regression 6 302.69218 50.44870 
Residual 679 1.43812 .00212 
F= 23819.02600 SignifF= .0000 

Dependent Variable: HighCA 
Independent Variable(s) Entered: CHn Serv Share Profit Cost Survl 
R Square .85688 Adjusted R Square .85562 
ANOVA: DF Sum of Squares Mean Square 
Regression 6 1755.89812 292.64969 
Residual 679 293.27147 .43192 
F= 677.56041 SignifF= .0000 

Step 3"Correlations with Independent Variable 

MeanCA 
HighCA 
CHnQual 
Serv Qual 
Mkt Share 
ProfitabUity 
Cost Effctvns 
Survival 

SIG 
-.1244* 
-.1025* 
-.1061* 
-.1638* 
-.0662 
-.0896 X 
-.1038* 
.0102 

* = p<.01 
X = p<.05 
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Step 1 shows the Pearson correlation coeffidents between each 

variable and the six individual indicants. With no exceptions, MeanCA had 

sHghtiy higher correlations with the six indicants than HighCA. AU of the 

correlations were significant (p<.01) and high (i.e., between .497 and .739). 

In addition, the correlation between MeanCA and HighCA is .920, which is 

high and is to be expected since both new variables are created from the 

same six indicants, albeit using different algorithms. MeanCA has sHghtiy 

higher correlations with each of the six individual indicants. 

At Step 2, two separate regressions (SPSS 6.1 Multiple Linear 

Regression) were run (selected results are shown), one with MeanCA as the 

dependent variable and one with HighCA as the dependent variable. For 

both regressions, the six individual indicants were used as the six 

independent variables. The adjusted R2 for MeanCA predicted by the six 

indicants is .995, whereas for HighCA it is .857. This means that the six 

indicants explain more of MeanCA than they explain of HighCA. 

In Step 3, the correlations between the main variable of interest in this 

study (i.e., SIGs), and the three candidates for competitive advantage 

(MeanCA, HighCA, and the six individual indicants) are presented. This 

step is performed to ascertain if the associations between the three 

candidates for the dependent variable and the major independent variable 

are simUar. As can be seen, the correlation between SIG and MeanCA and 

the correlation between SIG and HighCA have the same sign, are significant 
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(p<.01) and are very close to one another (-.124 and -.103, respectively). In 

addition, the variable of SIG shares siaiUar assodations (some significant 

and some not significant) with the six individual indicants. Therefore, the 

use of the six individual indicants or the use of either of the two new 

variables should not change the relationship between SIG and competitive 

advantage. 

Summary. This three-step comparison makes it clear that: (1) the 

competitive advantage constmct can be represented by one variable; and (2) 

MeanCA represents the six individual indicants better than HighCA (based 

on Step 1 and Step 2). Therefore, MeanCA (the mean or average of the six 

individual indicants) wUl be used throughout this study, along with the six 

indicants separately, to represent the seven operationaHzed constmcts of 

competitive advantage. 

Results and Interpretations of Research Question #1 

Research question #1 asks: Do SIGs exist and, if so, what do they look 

like? As discussed earHer, the similarity of this new concept of SIGs with the 

strategic group Hterature aUows the use of similar analysis techniques. The 

strategic group Hterature has used cluster analysis to a great extent when 

determining strategic group membership (Dixon, 1994). Therefore, this 

study wiU also use clustering techniques to determine if SIGrs exist and what 

the SIGs look Hke. 
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This stage of the analysis involves determining the actual SIG or 

cluster to which each medical group respondent organization may be a 

member. The cluster membership of each medical group is based on the 

different pattems of answers to the fifteen stmctural Hnkage questions (i.e., 

the different pattems of the two dimensions of number of partners and level 

of partner interdependendes). The data is used in unstandardized form 

siace it was originaUy coded as binary data (i.e., 0 and 1). 

Preparation for Cluster Analysis 

There are three questions that must be answered prior to embarking 

on the actual cluster analysis (Nomsis, 1994). They are: (1) Which indicants 

wiU serve as the basis for cluster formation?; (2) How wiU the distamce 

between cases be measured?; and (3) What algorithm wUl be used for 

combining cases into dusters? 

Indicants. The fifteen indicants used to create the SIG clusters have 

been thoroughly described earHer in this study. In summary, aU of these 

fifteen indicants have two components to them: (1) a type of organizational 

partner; and (2) a particular type of structural Hnkage that has a certain 

level of interdependence intensity. Since the data is in binary form, it is not 

necessary to standardize it. Table 4.4 shows the acronyms that wiU be used 

in data analysis tables and figures for the fifteen indicants. 
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Table 4.4 

Acronyms for Stmctural Integration Group Indicants 

Acronyms Indicants 

Relationships with Managed Care Orphaninations (MCOs) 
FFS-MCO Fee-for-seryice contracts with MCOs 
Capitat-MCO Capitated contracts with MCOs 
Own-MCO Own a MCO 

Relationships with Hospitals 
Infnnl-Hosp 
Frml-Hosp 
JV-Hosp 
Own-Hosp 
Acqrdby-Hosp 

Informal strategic aUiances with hospitals 
Formal strategic aUiances with hospitals 
Joint investments with hospitals 
Own a hospital 
Acquired by a hospital 

Relationships with Other Medical Groups (OMGs) 
InfmU-OMG 
Frml-OMG 
JV-OMG 
Own-OMG 
Acqrdby-OMG 

Informal strategic aUiances with OMGs 
Formal strategic aUiances with OMGs 
Joint investments with OMGs 
Own an OMG 
Acquired by an OMG 

Relationships with Integrated DeHvery systems/Networks 
IDN Member of a loosely-iategrated deHvery network 
IDS Member of a fuUy-integrated deHvery system 
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Distance. The distance measurement chosen for each pairwise 

combination of cases dustered is the Eudidean distance. According to Dixon 

(1994), this measure has been predominantly used in strategic group studies, 

which form the basis for the methodology in this study. 

Algorithm For sodal sdentists, the algorithm to use for clustering can 

be either hierarchical or non-hierarchical (Nomsis, 1994). WhUe there are 

other categories of dustering techniques, they tend to be so spedaHzed and/or 

complex that they are not as easUy understood, and, therefore, not used in 

sodal science research (Aldenderfer and Blashfield, 1985). 

Hierarchical clustering methods can be further divided into 

agglomerative and divisive (Aldenderfer and Blashfield, 1985; Lorr, 1983). 

Agglomerative hierarchical cluster analysis starts with "N" groups (where 

"N" represents that number of cases to be clustered). These "N" groups are 

graduaUy combined to form a single group through the clustering steps. 

Divisive hierarchical cluster analysis is just the opposite. It begins with a 

single group, which is subsequentiy divided into "N" groups. 

Non-hierarchical dustering techniques are generaUy referred to as 

single level techniques (Lorr, 1983). These methods require that the 

researcher set the number of dusters to be derived anjrwhere from 1-N. Non-

hierarchical dustering techniques are preferred when analyzing large (e.g., 

more than 100 cases) datasets (Nomsis, 1994). Since this study's dataset 

159 

„i*_ j*TL.'. r. 



..:::^.:::r::>xsa 

contains 686 cases, this study wiU use a non-hierarchical dustering 

technique. 

Determining the Number of Clusters 

WhUe the tme or natural number of clusters expected to be found in 

this study is not known, this is not unusual. Most studies of an exploratory 

nature do not have avaUable a predetermined number of clusters (Lorr, 

1983). This is due to the lack of an agreed upon definition of the nature and 

content of a cluster (Aldenderfer and Blashfield, 1985). Without some 

consensus on exactiy what a cluster is, it is difficult for researchers with 

different interests to agree to a common definition. 

Without a common definition, it is very difficult to dedde what the 

natural number of dusters should be in a dataset. However, given the 

theoretical bases of the concept of SIGs (see the discussion iavolving Figvires 

2.2 and 2.3), any dusters produced within this study can probably be seen as 

relatively "natural" clusters. 

There do exist statistical ways to test for the appropriate cut-off poiat 

(i.e., when to stop the dustering process) in dustering methods. However, 

these statistical tests are generaUy not appropriate (BaUey, 1994). This is 

due to the very simpHstic nature of dustering, which means that dustering 

is not reaUy supported by detaUed statistical reasoning (Aldenderfer and 

Blashfield, 1985), but is more subjective than researchers acknowledge (Lorr, 
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1983). For exploratory studies, it is often more important to find an 

appropriate nimiber of "natural" clusters in order to proceed with the 

clustering than it is to become stagnant because of over-analysis of the 

techniques used to create the appropriate number of clusters. 

Factor Analysis Approach, Therefore, for this study, the nvmiber of 

natural dusters to be used in the clustering techniques wUl be determined 

using the principal components factor analysis method. There is much 

siaiUarity between factor analysis and cluster analysis (Aldenderfer and 

Blashfield, 1985; Nomsis, 1994). The way many researchers tend to, in 

effect, throw away the additional information provided by factor analysis 

(through the process of rotating the factor analysis results in such a way that 

each variable or case has a high loading on only one factor) makes the usual 

use of factor analysis a de facto duster analysis (BaUey, 1994). 

In addition, most researchers wiU agree that only one dustering 

solution wiU never be found. The same data can yield differing sets of 

dusters, depending on the clustering or factor analysis method used 

(Aldenderfer and Blashfield, 1985). However, the more highly correlated the 

indicants, the more Hkely that the different dustering and factor analysis 

techniques wUl yield the same number of clusters or factors (BaUey, 1994). 

Clusters are groupings of the cases in a dataset based the level of 

simUarity of responses to a selection of indicants. Factors, however, are 

parsimonious groupings of the indicants themselves. WhUe this may seem 
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like clustering and factoring methodologies would not be directiy comparable, 

that is not the case (Nomsis, 1994). In order to make sense of the case 

groupings in cluster analysis, the indicant groupings are often exanuned. In 

fact, this examination of indicants is generaUy the manner in which clusters 

are interpreted. Therefore, the use of factor analysis to create the number of 

clusters for use in clustering methodologies is appropriate. 

The Pearson correlation coefficients of aU the bivariate relationships 

(SPSS 6.1 Bivariate Correlations) for the fifteen indicants that wiU be used to 

create factors (clusters) for this study are shown ia Table 4.5. With almost 

one-quarter (25 out of 105) of the correlations greater than .20 and, therefore, 

deemed relatively high (at lesist in sodal science research), it seems likely 

that the different clustering and factor analysis methods would give similar 

results regarding the natural number of clusters for this dataset. 

Determination of Factors. The principal components factor analysis 

technique was used to determine the number of dusters for this study's 

cluster analysis. Factor analysis is rooted heavUy in statistical rigor (BaUey, 

1994; Kim and MueUer, 1978). Therefore, sophisticated statistical 

techniques can be utilized to determine the appropriate number of factors 

from a particular dataset (Kim and MueUer, 1978; Nomsis, 1994; Pedhazur 

and Schmelkin, 1991). For example, vaHd ways to determine which factors 

matter include: (a) eigenvalues greater than 1.00; (b) scree plots; and (c) 

comparisons of eigenvalues and communaHties. In addition, since this study 
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is exploratory (rather than confirmatory) regarding clusters of SIGs, the 

actual number of clusters used should not be over-analyzed (Kim and 

MueUer, 1978). Therefore, these three analysis techniques should prove to be 

useful enough for this study. 

The resvUts of the factor analysis appear on Table 4.6. This table 

shows both the initial statistics and the final statistics. Using the eigenvalue 

criteria, there are, at most, five factors that should be considered (i.e., there 

are five factors with eigenvalues greater than 1.00). The eigenvalue cutoff of 

1.00 is based on the idea that, when eigenvalues are less than 1.00, the 

variables, themselves, are more parsimonious than the factors (Nomsis, 

1994). Therefore, only factors with eigenvalues greater than one are 

retained. 

We could stop here and conclude that we should use five clusters to 

proceed with the non-hierarchical clustering method. However, the 

eigenvalue for the fifth factor (1.019) is very close to the cutoff value of 1.00. 

In fact, it is so close that it may be suspect to indude it. Clearly, another 

factor determination technique should be explored. 

Using more than one analysis technique is not unusual. In fact, it has 

been argued that it is often advantageous to perform several different 

factoring tests in combination with each other (Kim and MueUer, 1978). 

Therefore, this study wUl next examine the data's scree plot. Figure 4.2 
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Table 4.6 

Factor Analysis of Stmctural Integration Group Indicants 

Initial Statistics: 
Variable CommunaHtv 
FFS-MCO 
Capitat-MCO 
Own-MCO 
Infrml-Hosp 
Frml-Hosp 
JV-Hosp 
Own-Hosp 
Acqrdby-Hosp 
Infrml-OMG 
Frml-OMG 
JV-OMG 
Own-OMG 
Acqrdby-OMG 
IDN 
IDS 

Final Statistics: 

1.00000 
1.00000 
1.00000 
1.00000 
1.00000 
1.00000 
1.00000 
1.00000 
1.00000 
1.00000 
1.00000 
1.00000 
1.00000 
1.00000 
1.00000 

Variable CommunaHtv 
FFS-MCO 
Capitat-MCO 
Own-MCO 
Infirml-Hosp 
Frml-Hosp 
JV-Hosp 
Own-Hosp 
Acqrdby-Hosp 
Infi^-OMG 
Frml-OMG 
JV-OMG 
Own-OMG 
Acqrdby-OMG 
IDN 
IDS 

Total 

.52228 

.62488 
47256 
.50089 
.66025 
.48144 
.46239 
.61062 
.42694 
.39085 
.52357 
.56859 
.53138 
.58674 
.50978 

6.85 

* -

* 

* 

* 

* 

* 

* 

* 

* 

* 

* 

* 

* 

* 

* 

* 

* 

« 

* 

* 

* 

* 

* 

* 

* 

* 

* 

* 

* 

* 

* 

* 

Factor 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

Factor 
1 
2 
3 
4 
5 

Eigenvalue 
2.86231 
1.65216 
1.27690 
1.06260 
1.01921 
.95242 
.84782 
.82134 
.74900 
.71984 
.67400 
.64521 
.61939 
.59421 
.50359 

Eigenvalue 
2.86231 
1.65216 
1.27690 
1.06260 
1.01921 

PctofVar Cum Pet 
19.1 
11.0 
8.5 
7.1 
6.8 
6.3 
5.7 
5.5 
5.0 
4.8 
4.5 
4.3 
4.1 
4.0 
3.4 

Cvunulative 
Eigenvalue 

2.86 
4.51 
5.78 
6.84 
7.86 

19.1 
30.1 
38.6 
45.7 
52.5 
58.8 
64.5 
70.0 
75.0 
79.8 
84.3 
88.6 
92.7 
96.6 

100.0 
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shows the scree plot for the fifteen indicants. From this plot, it seems that 

either three or four factors would be acceptable. This means that we have 

now used two different techniques to determine the appropriate number of 

factors and have three different possible number of factors: three, four, or 

five. 

The next factor determination step to perform is a test of the 

cumulative effects of both the communaHties and the eigenvalues. This test 

states that factor extraction should stop before the cumulative sum of 

eigenvalues exceeds the sum of the estimated communaHties (Kim and 

MueUer, 1978). This data is shown on (the previously discussed) Table 4.6. 

The sum of the estimated communaHties is 6.85. The last factor before 

the cumulative sum of the eigenvalues exceeds 6.85 is the fourth factor 

(cumulative sum of eigenvalues up to this factor is 6.84). Adding the next 

(i.e., the fifth) factor gives a cumulative sum of eigenvalues of 7.86. Clearly, 

this fifth factor causes the cumulative eigenvalues to grossly exceed the sum 

of the communaHties. Therefore, the clear choice from this factor 

determination step is to suggest that four factors be extracted. 

Estimation of Number of Clusters. Comparing these three steps of 

factor determination indicates that four is probably a good choice for the 

number of extracted factors. For instance, the first step (based on 

eigenvalues greater than 1.00) indicated that five factors were greater than 

1.00. However, as previously discussed, the fifth factor was extremely close 
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to 1.00 (it was 1.019) and may not be appredably different than a factor 

sHghtiy below 1.00. Therefore, four factors could have been proposed from 

this step. 

The next step (based on a visual examiaation of the scree plot ia 

Figure 4.2) indicated that either three or four factors could be extracted. 

FmaUy, the last step (comparing eigenvalues and communaHties) indicated 

that four factors should be extracted. Therefore, the three steps consistentiy 

indicate that four factors can be legitimately extracted. This means that four 

clusters wUl be used to perform the non-hierarchical cluster analysis. 

Proposition la Findings 

Support is found for this proposition. Identifiable SIGs do exist in a 

paraUel fashion (at least methodologicaUy) to strategic groups. They can, 

therefore, be legitimately studied. 

Organisational Membership in Clusters 

Once the number of clusters are known, organizational membership of 

the clusters (i.e., the SIGs) can be determined. As previously mentioned, 

cluster analysis is a procedure that creates empiricaUy driven, mutuaUy 

exdusive categorizations of respondent organizations. In duster analysis, 

each respondent organization is assigned membership to one and only one 
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cluster or SIG based on both the specific partners and the particular 

interdependence levels of those spedfic coUaboration efforts. 

Cluster analysis seeks to simidtaneously maximize within group 

simUarity and maximize between group differences. This procedure 

essentiaUy groups respondent organizations based on the siaiUarity of 

pattems of responses for the fifteen individual iadicants. 

The algorithm used for determining duster membership was the k-

means dustering technique £rom SPSS 6.1 (Nomsis, 1994). This procedure 

uses the nearest centroid sorting method, which assigns a case (i.e., medical 

group) to a duster based on the smaUest EucHdean distance between the case 

and the center of the duster. The k-means clustering technique assigns each 

case to one and only one of the four aUowable clusters. 

Cluster Size. Table 4.7 shows the number of organizations assigned to 

each of the four dusters. Cluster #2 has the most organizations within it, 

whUe Cluster #3 has the fewest. Without knowiag something about the 

characteristics of the clusters, it is impossible to determine if the quantities 

of medical groups in their respective clusters seems to make intuitive sense. 

Cluster Di«tinr.tivpnftss. The next step in the cluster analysis process 

is to assess just how weU separated the dusters are from each other. Table 

4.8 Ulustrates this information as it presents the EucHdean distance between 

the last (i.e., final) centers of the four clusters. IdeaUy, the dusters wUl have 
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Table 4.7 

Stmctural Integration Group Cluster Size 

Cluster Frequency Percent 

123 18.2 

318 47.0 

47 7.0 

188 27.8 

Total 676 100.0 
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Table 4.8 

Distances Between Final Cluster Centers of 
Stmctural Integration Groups 

Cluster 
1 
2 
3 
4 

.0000 
1.2862 
1.7461 
1.2347 

.0000 
2.0671 
1.0506 

.0000 
1.5072 .0000 
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centers that are far apart. This impHes that the fiirther the values are from 

zero, the better. 

It is difficult to actuaUy derive a conclusive and definitive statement 

regarding the distinctiveness of clusters when analyzing this type of table 

(Nomsis, 1994). This highUghts once again the inherent subjectiveness of 

dustering. For these data, the cluster centers seem to be about the same 

distance from each other (assuming values withia the range of 1.05-2.07 are 

considered similar). This, coupled with the fact the none of the differences 

are close to zero, indicates that these four clusters do, indeed, represent four 

distiact clusters of organizations. 

Cluster Centers. An analysis of the center of each cluster vis-a-vis 

each of the fifteen indicants is shown in Table 4.9. The values for the duster 

centers represent the average values for the indicants for the cases within 

each duster. For these data, since it is binary (i.e., 0 or 1), the values for the 

cluster centers also represent the percentage of cases within each cluster that 

have the spedfic stmctural relationship. For example, looking at Table 4.9, 

Cluster #1 has a value of .92 for its center value for the variable "fee-for-

service with MCO." This means that 92% of the medical groups in Cluster #1 

had fee-for-service contracts with managed care organizations. The other 

center values are interpreted simUarly. 

The four empiricaUy-generated clusters map onto the fourfold model of 

conceptuaUy-generated SIGs, as shown on Figure 4.3. Cluster #1 faUs 
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Table 4.9 

Final Cluster Centers of Stmctural 
Integration Groups 

Cluster #1 
Linkage (N 

Linkages with Managed 
Care Organizations 

Fee-For-Service 
Capitation 
Own One 

Linkages with Hospitals 
Informal Alliance 
Formal Alliance 
Joint Venture 
Own One 
Acquired By 

Linkages with Other 
Medical Groups 

Informal AUiances 
Formal AUiances 
Joint Venture 
Own Oae 
Acquired By 

Linkages with Integrated 
DeHvery Organizations 

Network 
System 

= 123) 

.92 

.69 

.17 

.90 

.33 

.29 

.04 

.06 

.70 

.42 

.16 

.67 

.00 

.93 

.02 

Cluster #2 
(N = 318) 

.90 

.11 

.01 

.55 

.10 

.03 

.00 

.01 

.24 

.08 

.04 

.11 

.00 

.31 

.02 

Cluster #3 
(N = 47) 

.93 

.78 

.57 

.19 

.85 

.78 

.31 

.06 

.27 

.89 

.59 

.91 

.04 

.17 

.76 

Cluster #4 
(N = 188) 

.92 

.90 

.12 

.15 

.45 

.16 

.02 

.13 

.12 

.19 

.05 
-46 
.00 

.28 

.13 
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between the aggressive coUaborator and the cautious coUaborator. Clusters 

#2, #3, and #4 dearly faU into the SIG categories of resistant coUaborator, 

aggressive coUaborator, and cautious coUaborator, respectively. The 

conceptuaUy-generated SIG of reluctant coUaborator was not found in these 

data. 

Description of Clusters This cluster description section is based on 

information contained on Table 4.9 and on the previously discussed Figvires 

3.3 and 3.4 (i.e., a coUapsing of the fifteen indicants into partner and 

interdependence level, respectively). During the description of each cluster, 

the most prevalent relationships wiU be discussed first. These are 

relationships that exist in at least 67% of the member organizations and are 

considered to be primary characteristics of the SIG. 

Less prevalent relationships (those existing in between 34%-66% of 

member organizations) wiU be mentioned next. These stmctural 

relationships are considered to be secondary characteristics of the SIGs. 

Structural relationships in which 33% or less of the medical groups are 

involved are not considered to be characteristics of the SIG. In other words, a 

particvUar stmctural relationships must be common to at least one third of 

the member organizations in order for it to be deemed an important 

characteristics of the SIG. 

A discriminant analysis (SPSS 6.1 Discriminant Analysis) was 

performed to determine which of the fifteen indicants contributed most to the 
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SIG constmct (i.e., which SIG characteristics matter the most). Table 4.10 

shows the WUks' Lambda U-statistic for each of the fifteen indicants. Using 

a cutoff of .75 (Nomsis, 1994), seven stmctural Hnkages were found to have 

the strongest discrimiaating power vis-a-vis SIGs. 

These seven stmctural linkages are (ordered by decreasing 

importance): (1) capitated contracts with managed care organizations (WUks' 

Lambda = .490); (2) membership ia iategrated deHvery systems (.645); (3) 

ownership of other medical groups (.706); (4) informal aUiances with 

hospitals (.714); (5) joint ventures with hospitals (.736); (6) formal aUiances 

with other medical groups (.738); and (7) membership in integrated deHvery 

networks (.742). 

WhUe these seven indicants contribute the most to discriminating or 

separating the respondent medical groups into distinct SIGs, aU of the fifteen 

indicants were used in the study because the use of aU fifteen indicants 

aUows for finer Hnes to be drawn between SIG clusters (i.e., the duster 

centers are further apart). 

Figure 4.4 shows a revised typology of SIGs based on these 

empiricaUy-generated SIGrs, along with the number of medical groups in each 

SIG category. Cluster #1, which feU between the aggressive coUaborator and 

the cautious coUaborator, has been named the master coUaborator. The type 

of organization in this SIG completely embraces the concept of coUaboration 

176 

I i M i d II 



„ , . . * j — . , ; • » • ! » « mm m^ 

Table 4.10 

Discriminant Analysis of SIG Clusters 

Linkages with WUks' 

Managed Care Organizations: 
Fee-For-Service 
Capitation 
Own One 

Hospitals: 
Informal Alliance 
Formal AUiance 
Joint Venture 
Own One 
Acquired By 

Other Medical Groups: 
Informal Alliances 
Formal Alliances 
Joint Venture 
Own One 
Acquired By 

Lambda (TJ-statistic) 

1.000 
490* 
.806 

.714* 

.786 

.736* 

.826 

.958 

.812 

.738* 

.796 

.706* 

.989 

Integrated DeHvery Organizations: 
Network .742 * 
System 645 * 
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and wholeheartedly gets involved in both low and high levels of 

interdependences with its many partners. 

Descrintion of Cluster #1—Master Collaborator 

The 123 medical groups categorized in this SIG tend to have: (a) both 

fee-for-service (chosen by 92% of member medical groups) and capitated 

contracts (69%) with managed care plans; (b) informal alliances (90%) with 

hospitals; (c) informal (70%) and formal (42%) alliances with and direct 

ownership (67%) of other medical groups; and (d) membership in integrated 

delivery networks (93%). They have structural relationships with all four 

potential intra-industry partners and are involved in both low and high 

levels of partner interdependence. They have "mastered" the iategration 

concept. 

Descrintion of Cluster #2—Resistant Collaborator 

The 318 medical groups classified as this type of SIG generaUy have: 

(a) fee-for-service contracts (90%) with managed care organizations; and (b) 

informal alliances (65%) with hospitals. In other words, they have few 

partners and very low level collaboration efforts. 

Both fee-for-service contracts with managed care organizations and 

informal alliances with other medical groups are indicative of the traditional 
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way of conducting business in health care. All the structural relationships of 

these resistant collaborator medical groups exhibit the low level of partner 

integration. These medical groups seem to be actively "resisting" integration. 

Descrintion of Cluster #3—Aggressive Collaborator 

The 47 medical groups categorized as this type of SIG have mostiy 

moderate and high level interdependendes with all four of their intra-

industry partners. Their structural relationships tend to be: (a) fee-for-

service (93%) and capitated (78%) contracts with and direct ownership (57%) 

of managed care organizations; (b) formal alliances (85%) and joint ventures 

(78%) with hospitals; (c) formal alliances (89%) and joiat ventures (59%) with 

and direct ownership (91%) of other medical groups; and (d) members of fully 

integrated delivery systems (76%). These medical groups seem to be actively 

involved in higher level integration efforts with aU four of their potential 

intra-industry partners. They are "aggressively" pursuing highly 

interdependent integration. 

Description of Cluster #4—Cautious Collaborator 

The 188 medical groups categorized as this type of SIG have a varied 

mix of structural relationships with three of their four potential iatra-

industry partners. Their structural relationships tend to be: (a) fee-for-
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ser\dce (92%) and capitated (90%) contracts with managed care 

organizations: (b) formal aUiances (45%) with hospitals; and (c) direct 

ownership (46%) of other medical groups. 

These medical groups seem to be involved in very selective 

coUaborative efforts. AU of the structiiral relationships these medical groups 

are characterized by are also the same types of structural relationships that 

at least two of the other SIG types have, perhaps indicating that these 

medical groups subscribe to the bandwagon theory of innovation adoption. 

These organizations are "cautiously" involved in integration. 

Now that the four empirically generated clusters have been assigned 

descriptive names and meanings, it is appropriate to examine the quantity of 

medical groups in each cluster to determine if the quantities look right (Le.. 

to determine if the clusters have "face" validity). This cluster membership 

quantity was shown on Figure 4.4. 

As can be seen on that figure, the Narrow-Loosely Linked SIG has the 

most medical group members, while the Broad-Tightly Linked SIG has the 

fewest members. The other two clusters faU nicely in place between these 

"end points." In other words, most of the medical groups are classified iQto 

the SIG that has few partners (i.e., narrow) and low interdependence levels 

(i.e., loosely linked), and, as the number of partners increases (i.e.. broad) 

and as the interdependence level becomes higher (i.e., ti^dy linked), fewer 

medical groups are members of the specific SIGs. 
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This quick test offers face validity to the empirically generated SIGs 

since this situation is what would be expected in today's US health care 

industry. 

Proposi t ion l b FinrJinjors 

Support is found for this proposition. The empiricaUy generated SIGs 

are consistent with the four conceptual types of SIGs based on the two 

dimensions of number of partners and level of partner interdependence. 

Although one of the four conceptual SIGs was not found in these data, the 

existence of the other three indicates a strong fit between the conceptual and 

empirical SIGs. This may imply that SIGs are valuable strategic variables. 

Interpretation of Clusters 

This interpretation section examines the changes necessary to this 

study's analysis plan because of two reasons: (1) one of the conceptual SIGs 

was not empirically foimd in these data; and (2) a new type of SIG was 

empiricaUy discovered. As shown on (the previously discussed) Figure 4.4, 

three of the four a priori SIG types were foimd in this study's data. 

Unfortunately, there were no empiricaUy generated resistant coUaborators 

(i.e., few partners and high partner interdependence) in this dataset. This 
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means that the proposition related to this SIG (i.e., Proposition 3c) cannot be 

tested in this study. 

However, a new type of SIG was found. The master coUaborator has 

many partners and has relationships that have both high and low levels of 

interdependence. A new proposition must be created that addresses the 

competitive advantage impact of this new empiricaUy generated SIG. It is 

suggested that the competitive advantage of master coUaborators will He 

somewhere between the expected competitive advantage level of the two 

conceptually derived SIGs of aggressive coUaborators and cautious 

coUaborators. In other words, the competitive advantage of master 

coUaborators should be less than that of aggressive coUaborators and higher 

than that of cautious coUaborators. This new proposition, labeled 3ab, is 

shown next. 

Proposition 3ab: Organizations with many partners and 

both high and low levels of partner interdependence have 

high-to-intermediate levels of competitive advantage. 

Figure 4.5 shows how this new SIG (i.e., master coUaborator) leads to 

the new proposition 3ab, which relates to research question #3. Not shown 

on this figure is proposition 3c, which would have been in the lower left ceU if 

the conceptual SIG of reluctant coUaborator had been foimd in these data. 
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Since this is an exploratory study, the propositions cannot legitimately 

be more precisely specified than the vague terms o£ higher, lower, etc. 

However, the empirical existence of this new SIG has the potential to aUow 

insight regarding whether the conceptually generated typologies affect 

competitive advantage in a linear fashion. This new SIG also means that the 

variable representing SIGs can be seen as an ordinal variable (rather than as 

a nominal variable) that has interpretation advantages when analjrzing 

relationships between SIGs and other variables. To be viewed as an ordinal 

variable, the SIG variable requires some reference point to rank the different 

types of SIGs. 

For example, using competitive advantage as the reference, the SIG 

variable would assign a value of 4 to aggressive coUaborators since they are 

expected to have the highest amount of competitive advantage. A value of 3 

would be given to master coUaborators and a value of 2 would indicate 

cautious coUaborators. Finally, resistant coUaborators would be assigned a 

value of 1. 

MulticoUinearity Analvsis 

Now that the SIG construct has been established, multicoUinearity 

analysis between the non-dependent variables can be conducted. The 

presence of high correlations (i.e., multicoUinearity) between variables has 

185 



^rSX 

been shown to affect results of statistical tests (Pedhazur and Schmelkin, 

1991). The goal of the good researcher is to eliminate as much 

mvdticoUinearity as possible, without jeopardizing the integrity of the 

dataset. However, since correlations exist in all datasets, it is important to 

recognize that all multicoUinearity cannot be avoided or eliminated. 

MulticoUinearity is assessed based on the correlations between pairs of 

variables (i.e., bivariate correlations). Theoretically, when a high correlation 

exists between two variables, one of the variables is a candidate for 

elimination fi:om the study. The method of determining which of two highly 

correlated variables to leave in and which one to delete from a dataset is not 

as straightforward as one would hope. The decision to eliminate a variable 

should not rely exclusively on theoretical and/or empirical issues. Rather, 

judgment is required. For this particular study, a thorough understanding of 

substantive health care issues is necessary so that mxdticoUinearity can be 

examined in that context specific domain. 

Table 4.11 shows Pearson's correlation coefficients for all of the non-

dependent variables in this study. For the social sciences, correlations can be 

considered worthy of investigation if the correlation coefficient is .250 or 

higher. As can be seen, these data have three correlations that woidd be 

considered high. These high correlations include: (1) .526 correlation 

between physician status and education level; (2) .320 correlation between 

number of fuU time equivalent physicians of the organization (i.e., the size of 
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the medical group) and whether the medical practice is a multispecialty 

group; and (3) .282 correlation between size of medical group and whether 

the medical group is an academic practice. AU three of these high 

correlations are statistically significant at .01 (p<.01). 

Regarding the largest correlation (i.e., .526), this is likely an 

appropriate correlation for these two variables. By virtue of being medical 

doctors, physicians generally have higher educational status than non-

physidans. In fact, as can be seen on Table 4.1 (presented earHer), only 93 

respondents (out of 686) have doctoral degrees. Since there are only 75 

physician respondents, that means only 18 (93 - 75 = 18) of the non-

physicians (out of 593) had doctoral degrees. In other words, the non-

physicians had masters degrees or lower degrees and the physicians had 

doctoral degrees. This results in high correlations between the two variables. 

However, neither variable needs to be eliminated because the 

physician status variable provides obvious information and the educational 

level variable still has some potential explanatory power if the relationship 

between higher and lower levels of education of non-physicians is examined. 

Therefore, both variables wiU remain within this study because the potential 

multicoUinearity cost does not outweigh the potential benefit gained by the 

inclusion of both of these two variables. 

The second high correlation (.320) between the size of the organization 

and whether the medical practice is a multispecialty group can also be 
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explained using the context specificity of the health care industry. Multi-

specialty groups are large medical practices, at least relative to single 

specialty practices. Therefore, this high correlation makes sense. However, 

neither of these two variables wiU be eliminated from this study because it 

may be important for explanatory purposes to know whether the type of 

medical group or whether the size of the medical group had more effect on 

either the membership in specific SIGs or the respondent organization's 

competitive advantage position. 

The third large correlation (.281) is between the size of the medical 

group and academic practice membership. The context specificity of health 

care research acknowledges that academic practices tend to be very large 

multispecialty medical groups. However, neither variable wiU be eliminated 

because there may be explanatory power resulting fi*om academic practice 

membership. For example, the quasi-governmental status of academic 

practices and the resvQting funding mechanisms used to sustain them has 

not traditionaUy taken the usual competitive advantage strategic issues (e.g., 

profit motive) into account. Therefore, academic practice membership may 

help to explain selected findings fi^m this study. 

Summarv of Midtî ^Hinparitv Issues. The decision to not eliminate 

any variables that have somewhat high correlations shoidd not pose any 

substantive problems for this study. The potential benefits of leaving the 
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somewhat highly correlated variables in this study outweigh the possible 

multicoUinearity drawbacks. 

Expected Relationshins Between Variables 

Now that the multicoUinearity analysis reveals that aU of the initial 

non-dependent variables wiU remain, the expected relationships between aU 

of these variables is presented. A summary table indicating these expected 

relationships is shown on Table 4.12. This table shows only the expected 

direction of each bivariate relationship. It does not take into account 

variable interactions, including interactions as separate constructs and 

moderating variables. 

Results and Interpretations of Research Question #2 

Research question #2 asks: Are there environmental and/or 

organizational characteristics which predict an organization's membership in 

specific SIGs? The two specific propositions tested are discussed next. These 

results are shown on Table 4.13. 

Proposition 2a—Findings 

This broad proposition finds limited support in these data. As 

expected, environments perceived as being turbulent and having health care 

financed through capitation were associated with medical group membership 
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Table 4.13 

Research Question #2—Findings 

Test 
Proposition 

2a 

Independent 
Variable(s'> 
Environmental 
Characteristics 

Dependent 
Variable SuDDort Adj R̂  

Structural 
Integration 

Groups 

Limited 5.8% 

Turbulence (t=4.55; p<.0001; direction ok) 
Collaboration (t=-.42; not significant) 
Payor-Driven (t=-.02; not significant) 
Capitation (t=4.97; p<.0001; direction ok) 

position 
2b 

Organizational 
Characteristics 

Structural 
Integration 
Groups 

Strong 15.5% 

Strategic Plan (t=3.99; p<.001; direction ok) 
Size (t=4.45; p<.0001; direction ok) 
Multispecialty (t=5.69; p<.0001; direction ok) 
Acad Practice (t=2.38; p<.05; direction ok) 
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in SIGs that had more partners and higher levels of partner 

interdependence. However, both coUaboration and payor-driven were found 

to be non-significant. 

Using the simultaneous entry regression method, the four 

environmental characteristics together are seen to be significant at the .0001 

level (F = 11.46; n = 685). The adjusted R2 indicates that they account for 

5.8% of the total variance of SIGs. The tests for linearity, variance equality, 

and normality indicate that the regression equation assiunptions are met. 

IndividuaUy, only turbulence (t = 4.55; p<.0001) and capitation (t = 

4.97; p<.0001) are statisticaUy significant. Neither coUaboration nor payor-

driven has a significant relationship with SIG. Capitation has shghtiy more 

effect on SIGs than does turbulence (beta = .187 and .170, respectively). 

Both have positive signs, which means that a stronger presence of these 

environmental characteristics (i.e., a higher value for the variables) indicates 

more partners and higher interdependence. Of the four respondent 

characteristics used as control variables, only education level had a 

significant effect (positive; p<.001) on the relationship between 

environmental characteristics and SIGs. 

This indicates that medical groups facing an imcertain environment 

attempt to compensate for that unknown by creating stabUity through 

interorganizational relationships. For example, the presence of the latest 

health care delivery financing mechanism, capitation, results in more 
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integration within the health care arena. Medical groups involved in 

capitated contracts have both more partners and higher levels of 

interdependence with their partners than medical groups operating in less 

capitated environments. This higher level of integration by medical groups 

when facing an environment of capitation may be due to the inherent sharing 

of treatment risk between the providers and the financing organizations. 

Sharing of risk results in more resources being devoted to monitoring the 

relationship, which can lead to higher levels of integration to reduce these 

monitoring costs. 

These findings indicate that higher levels of interdependence with 

more partners is seen as a solution to the hyperturbulent environment facing 

health care organizations. The new problems continuously arising in health 

care come at such a pace that solutions cannot be created before the problem 

redefines itself. Medical groups evidently beUeve that by integrating, they 

are buffering themselves against the full effect of this hyperturbulent 

environmental paradigm. 

Proposition 2b—Findings 

This broad proposition finds very strong support in these data. As 

expected, aU four organizational characteristics (i.e., existence of a strategic 

plan, organizational size, miUtispecialty designation, and academic practice 

plan status) were statistically significant predictors of medical group 
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membership in specific SIGs. For example, medical groups that had a 

strategic plan or were larger medical groups or were multispecialty or those 

with a designation as an academic practice plan aU were associated with 

medical group membership in SIGs that had more partners and higher levels 

of partner interdependence. 

Using the simultaneous entry regression method, the four 

organizational characteristics together are significant at the .0001 level (F = 

32.51; n = 685). The adjusted R̂  indicates that they account for 15.5% of the 

total variance of SIGs. The tests for Hnearity, variance equahty, and 

normaHty indicate that the regression equation assumptions are met. 

Individually, medical group size (t = 4.45; p<.0001), miUtispecialty 

designation (t = 5.69; p<.0001), existence of a strategic plan (t = 3.99; p<.001), 

and academic practice plan status (t = 2.38; p<.01) are aU statisticaUy 

significant with SIG. Since these four variables are measured in different 

units, betas will be anal5rzed to determine which of the four organizational 

components has the largest effect on membership in SIGs. Betas are 

standardized coefficients which indicate the change expected in the 

dependent variable for a one unit change in the specific independent 

variable, aU other things equal. 

Based on an analysis of betas, miUtispecialty designation (beta = .214) 

has the highest effect on SIGs. This is foUowed by size (beta = .171) and 
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existence of a strategic plan (beta = .143). Academic practice status (beta = 

.087) has the least effect on the dependent variable of SIG.' 

AU of these four organizational characteristics have positive betas, 

which indicates that a stronger presence of these characteristics indicates 

more partners and higher interdependence. Of the four control variables, 

only education level had a significant effect (positive; p<.05) on the 

relationship between organizational characteristics and SIG. 

In sununary, medical groups which are complex and analytical further 

reduce their autonomy as they add to their structural complexity to increase 

access to complementary resources. 

In an effort to discover which environmental, organizational, and/or 

respondent characteristic has the largest effect on SIG membership, 

discriminant analysis of aU twelve environmental, organizational, and 

respondent characteristics was performed. Since each of the twelve variables 

had a Wilks' lambda value greater than .75, discriminant analysis 

techniques were used next. 

The discriminant analysis procedure produced three canonical 

functions, only two of which were significant at the .05 level. Using the 

standardized canonical function coefficients, four of the eight environmental 

and organizational variables were found to have the most effect on SIGs. 

These variables are (in order of decreasing importance): multispecialty 

designation; size; capitation; and academic practice plan status. 
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Results and Interpretations of Research Question #3 

Research question #3 asks: Does membership in SIGs lead to 

organizational competitive advantage? Since the four propositions to this 

specific research question aU involve the same two variables (i.e., SIGs and 

competitive advantage) and no other variables, the four propositions wUl be 

discussed together next. The findings are shown on Table 4.14. 

Propositions 3a. 3ab. 3b. and 3d—Finding-s 

WhUe there is no support found for the expected direction of the 

relationships of the four propositions, there are stUl significant findings to 

discuss. Using the simultaneous entry regression method, the SIG variable 

is determined to be significant at the .01 level (F = 10.59; n = 685). The 

adjusted R̂  indicates that it accounts for 1.4% of the total variance of 

competitive advantage. The tests for linearity, variance equaHty, and 

normaHty indicate that the regression equation assumptions are met. 

However, SIG has a negative regression coefficient (-.087), which 

indicates that as SIG increases, competitive advantage decreases. In other 

words, the more partners a medical group has, and the higher the level of 

partner interdependence, the lower medical group's competitive advantage! 
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Table 4.14 

Research Question #3—Findings 

Test 
Proposition 

3 

Independent 
Variable(s^ 

Dependent 
Variable 

Structural 
Integration 
Groups 
(t=-3.25; p<.01; direction not ok) 

Support Adi R̂  
Competitive 
Advantage 

Opposite 1.4% 

Acceptor (Broad-Tightly Linked) 

Aggressor (Broad-Mixed-Linked) 

Doubter (Broad-Loosely-Linked) 

Resistor(Narrow-Loosely-Linked) 

Mean CA Predicted 
Value Effect on CA Findings 

3.57 Highest Lowest 

3.62 (a)* High-Intermed Intermediate 

3.65 (b) Intermediate Intermediate 

3.80 (a,b) Lowest Highest 

*a & b are significantly different at .05 (p<.05) 
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This unexpected finding suggests that further analysis is warranted. 

An additional regression model was run, this time using three dummy 

variables instead of the SIG variable that has four values. This was 

performed to determine if perhaps only one or two of the SIG values were 

confounding the overaU relationship between SIG and competitive 

advantage. 

Using the simultaneous entry regression method, no further Hght is 

shed on this issue. Each of the three dummy variables exhibits a 

relationship with competitive advantage that is opposite of the expected 

relationship. This regression model showed significance at the .01 level (F = 

3.99; n = 685) and the adjusted R2 indicates that these dununy variables also 

account for 1.4% of the total variance of competitive advantage. Of the four 

control variables (i.e., respondent characteristics), only education level had a 

significant effect (negative; p<.05) on the relationship between SIG and 

competitive advantage. 

Perhaps the first place to look for an explanation of this opposite 

finding is to examine a major assumption of this study—that structural 

Hnkages lead to competitive advantage in aU industries. The context 

spedfidty of the data (i.e., the newness of integration in health care) may 

invaHdate the presumed cause and effect relationship between SIGs and 

competitive advantage. It may be that the current health care environment 
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is not yet ready to support the contention that more tightiy integrated 

collaboration should lead to higher competitive advantage. 

To test the viabUity of this explanation, an analysis was made that 

combined hyperturbulent environment with SIG. The logic was that 

environmental circumstances in a hyperturbulent situation may combine 

with organizational membership in specific SIGs to jointiy affect competitive 

advantage. Hyperturbulence was operationaHzed fix)m the turbulent 

indicant (i.e., P9Q1) as a dichotomous variable. It has aUowable values of 0 

and 1, with 1 meaning that the respondent chose either 5, 6, or 7 on P9Q1. 

An ANOVA was performed that indicated there was no interaction effect (F = 

1.546, p < .25) between a hyperturbulent environment and membership in 

SIGs when predicting competitive advantage. 

In addition, for the two independent variables of hyperturbulence and 

SIGs in the same model, the ANOVA test showed significance at the .001 

level (F = 7.17; n = 663), with an adjusted R̂  of 3.6% (i.e., the two variables 

account for 3.6% of the total variance of competitive advantage). In other 

words, the addition of hyperturbulence almost triples the explanatory power 

with only SIG (i.e., firom 1.4% to 3.6%). 

The next step is to acknowledge that there may be convincing 

arguments to be made regarding competitive advantage leading to SIGs. For 

example, health care organizations have been involved in informal structural 

Hnkages (e.g., referrals among physidans; physidan privUeges at hospitals, 
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etc.) since the beginning of the practice of medicine. However, some forms of 

coUaboration (e.g., integrated deHvery systems/networks) are stiU relatively 

new and are evolving as this study is being performed. Therefore, it may be 

too early to teU if these new coUaborative structures actuaUy have affected 

such a long term performance measure such as competitive advantage. 

Another explanation for the unexpected SIG-performance relationship 

found in these data resides in the "chicken and the eg^ concept. Perhaps it 

is not coUaboration that leads to performance, but, instead, historical 

performance may lead to membership in selected SIGs. For example, poor 

performing medical groups may be representative of those medical groups 

that are, in fact, forming the most intense structural linkages. These poor 

performing practices may be acquired by other health care organizations or 

they may not have the resources or power to remain autonomous and are, 

reluctantiy, joining with other organizations in order to create effectiveness 

from scope and scale economies. 

An alternative explanation for why SIGs representing more partners 

and higher interdependence levels between partners may lead to lower 

competitive advantage is the inabUity of hospitals and physidans to set aside 

historic suspidons that interfere with synergistic potential (Goldsmith, 

1993). These suspicions can be due to hospital administrator resentment 

toward physidans because of physidan income levels, inteUectual prowess of 

physidans, the physidans forcing of their input into management decisions. 
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and physidans being incapable of submitting to the authority of anyone, 

even a feUow physidan (Goldsmith, 1993). 

In addition, failure of highly integrated systems (i.e., lower competitive 

advantage) can occur when one partner becomes, in essence, a captive 

audience to the other partner (MUes and Snow, 1992). In other words, the 

captive partner's focus becomes too narrow to contribute to the value chain 

and therefore, the captive partner is seen as a commodity suppHer to the 

system. This can cause a loss of competitive advantage to the captive 

partner. 

Another theory that can explain this unexpected SIG-competitive 

advantage relationship is provided by bandwagon theory, which attempts to 

explain how innovations become diffused. Abrahamson and Rosenkopf 

(1993) use bandwagon theory to help explain how bad innovations become 

commonplace. For example, regarding the results of this study, it could be 

that the concept of integration has become so pervasive in the health care 

Hterature that health care organizations are "jumping on the bandwagon" 

and joining or creating aU types of health coUaborative efforts, without 

regard to the actual benefits these integration efforts are presumed to bring 

with them. So (using Abrahamson and Rosenkopf s theory) the question is: 

Are highly coUaborative efforts in health care just another bandwagon roUing 

by that medical groups are jumping even though there is no organizational 

competitive advantage to be obtained? 
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AU of these explanations for the unexpected findings notwithstanding, 

there do exist performance differences between the four distinct SIGs. Using 

one-way analysis of variance (SPSS 6.1 One-Way ANOVA), it was revealed 

that there are two significant differences (p<.05) between SIG types: (1) 

between resistant coUaborators (mean = 3.80) and cautious coUaborators 

(mean = 3.65); and (2) between resistant coUaborators (mean = 3.80) and 

master coUaborators (mean = 3.62). In both of these instances, the 

competitive advantage mean for resistant coUaborators was higher than for 

the other SIG types. 

In other words, the only significant competitive advantage differences 

existed between organizations which had "few" and ""many partners, as long 

as the "low" level of partner interdependence was present. That is, among 

those medical groups involved in structural relationships with low levels of 

partner interdependence, those organizations with few partners exhibited 

higher levels of competitive advantage than did those practices with many 

partners. 

In addition, using the six individual competitive advantage indicants 

instead of the multi-item construct of MeanCA, it was discovered that SIG 

can predict certain types of competitive advantage better than other types. A 

multivariate analysis of variance (MANOVA), with a corresponding 

discriminant analysis, was performed using SIGs as the independent 

variable and the six individual competitive advantage indicants as the 
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dependent variables. These results indicate that SIG has the largest effect of 

the competitive advantage indicant of service orientation. Secondarily, SIG 

has some effect on cHnical quaHty, profitability, and cost effectiveness. SIG 

does not reaUy effect market share or organizational survival. 

Result-^ ariH Interpretations of Research Question #4 

Resesirch question #4 asks: Are there environmental and/or 

organizational characteristics which predict an organization's competitive 

advantage? The two spedfic propositions tested are discussed next. The 

findings are shown on Table 4.15. 

Proposition 4a—^Findings 

This broad proposition finds limited support in this study's data. Non-

changing environments are represented in this study by low values on the 

indicants of turbulence, coUaboration, payor-driven, and capitation. Using 

the simultaneous entry regression method, the four environmental 

characteristics together are seen to be significant at the .0001 level (F = 8.11; 

n = 685). The adjusted R̂  indicates that they account for 4.0% of the total 

variance of SIGs. The tests for linearity, variance equaHty, and normaHty 

indicate that the regression equation assumptions are met. 
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Table 4.15 

Research Question #4—Findings 

s 
« 

Test 
Proposition 

4a 

Independent 
Variable (s> 

Dependent 
Variable 

Environmental 
Characteristics 

Support Adi R̂  
Competitive 
Advantage 

Limited 4.0% 

Turbulence (t=-5.62; p<.0001; direction ok) 
(DoUaboration (t=-.ll; not significant) 
Payor-Driven (t=1.42; not significant) 
Capitation (t=-.57; not significant) 

Proposition 
4b 

Organizational 
Characteristics 

Competitive Mixed 
Advantage 

47% 

Strategic Plan (t=2.19; p<.05; direction ok) 
Size (t=.08; not significant) 
Multispecialty (t=-3.65; p<.01; direction not ok) 
Acad Practice (t=-9.30; p<.0001; direction ok) 
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I ' V l i n e 

IndividuaUy, only turbulence (t = -5.62; p<.0001) is statisticaUy 

significant. In addition, turbulence exhibits the expected negative sign, 

which indicates that a lower presence of turbulence (i.e., a higher presence of 

StabiHty) indicates a higher level of competitive advantage. Of the four 

respondent characteristics used as control variables, only education level had 

a significant effect (negative; p<.05) on the relationship between 

environmental characteristics and competitive advantage. 

This means that non-changing health care environments inherentiy 

offer StabUity and certainty that partiaUy explains the competitive advantage 

of medical groups. 

Proposition 4b—Findin .̂̂  

This broad proposition Bnds mixed support in these data. Using the 

simultaneous entry regression method, the findings show that the four 

organizational characteristics together are significant at the .0001 level (F = 

30.58; n = 685). The adjusted R2 indicates that they account for 14.7% of the 

total variance of SIGrs. The tests for linearity, variance equaHty, and 

normaHty indicate that the regression equation assumptions are met. 

IndividuaUy, only three of the four are statisticaUy significant with 

competitive advantage. The results show that academic practice plan status 

(t = -9.30; p<.0001), multispecialty designation (t = -3.65; p<.001), and 
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existence of a strategic plan (t = 2.19; p<.05) are statisticaUy significant. In 

addition, academic practice plan designation (beta = -.343) has the highest 

effect on competitive advantage, with that existence of a strategic plan (beta 

= .079) having the smaUest effect of the three significant variables. 

The signs of these statisticaUy significant relationships indicate that: 

(1) academic practice designation results in lower competitive advantage (as 

expected); (2) multispedalty designation results in lower competitive 

advantage (not expected); and (3) existence of a formal strategic plan results 

in higher competitive advantage (as ejected). None of the four respondent 

characteristics (i.e., control variables) had a significant effect on the 

relationship between organizational characteristics and competitive 

advantage. 

It is a Httie surprising that medical group size did not have a 

significant relationship with competitive advantage. It was expected that 

larger medical groups would have more slack resources with which to 

concentrate on competitive advantage issues, and, hence, have relatively 

higher competitive advantage. Even prior research has shown that 

organizational size (Boyd, 1991; MiUer and Cardinal, 1994) does, indeed, 

affect organizational performance. However, these data do not offer any 

further evidence of this relationship. 

Medical groups dassified as academic practice plans are shown to have 

lower organizational performance. It has been argued that academic practice 
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plans cannot compete on the basis of cost because their typical quasi-

governmental status dictates that they must provide a teaching function, 

which often costs more than it brings in. In addition, these types of medical 

groups often see a sicker mix of patients (e.g., because of the ties they often 

have with county hospitals) and have inefficient practice styles (e.g.. the 

teaching function often leads to more tests in order to train the students) 

(Fox and Wasserman, 1993). 

In this study, medical groups with a strategic plan were associated 

with higher levels of competitive advantage. The existence of a strategic plan 

impHes that some tjrpe of formal strategic planning process was used to 

identify internal strengths and weaknesses and extemal threats and 

opportunities. This process has been hjrpothesized by many researchers to 

lead to better performance (Boyd, 1991; Bruton et al., 1995; MUler and 

Cardinal, 1994). 

However, it has also been argued that strategic planning does not 

affect performance since aU organizations: (1) have access to the same 

planning techniques (PoweU, 1992); and (2) wiU learn the same information 

fi:om the planning process (Starbuck, 1993). Often, even in the face of the 

ambiguous empirical relationships between planning and performance, 

researchers suggest that the planning process stiU produces value for the 

organization because it forces the organizational participants to analyze their 

respective environments. 
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Therefore, those medical groups that have strategic plans presumably 

went through various formal steps to learn about their particular 

environments, including analysis of consequences resulting from those 

environments. Support for this contention is argued by Meyer (1982) who 

found that hospitals which had prepared for change were better able to 

withstand a severe environmental jolt (i.e., introduction of new pajnnent 

mechanism) than those who had not planned. This study reinforces the 

value of strategic planning. 

Results and Interpretations of the OveraU Model 

The overaU model to be tested is shown in the previously discussed 

Figures 2.1 and 4.3. This model has competitive advantage as the dependent 

variable and aU the other variables as independent variables. Testing of this 

overaU model is performed to find the most parsimonious regression equation 

for this study's data. The simultaneous entry regression method resulted in 

the statistics shown on Table 4.16. AU the variables together are significant 

at the .0001 level (F = 12.05; n = 685). The adjusted R2 indicates that they 

account for 17.3% of the total variance of competitive advantage. The tests 

for Hnearity, variance equaHty, and normaHty indicate that the regression 

equation assumptions are met. 

IndividuaUy, only four variables were significant. Academic practice 

plan designation (t = -9.15; p<.0001), presence of a turbulent environment 
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Table 4.16 

Regression Results of the OveraU Model 

Dependent Variable: MeanCA 

Independent Variables: SIG Turb CoUab Paydrvn Capit Plan Size Multi 
Acad Gender Age Educ Phys 

R Square .18906 Adjusted R Square .17337 

Analysis of Variance: 
DF Sum of Squares 

Regression 13 57.49965 
Residual 672 246.63065 
F= 12.05158 SignifF= .0000 

Mean Square 
4.42305 
.36701 

Variable 
SIG 
Turb 
CoUab 
Paydrvn 
Capit 
Plan 
Size 
Multi 
Acad 
Gender 
Age 
Educ 
Phys 
(Constant) 

T 
-0.64 
-4.98 
0.16 
1.70 

-0.40 
2.78 

.65 
-2.61 
-9.15 

.11 
-0.31 
-0.97 

.57 
20.18 

SiffT 
.5221 
.0000 
.8698 
.0904 
.6906 
.0056 
.5183 
.0094 
.0000 
.9149 
.7581 
.3337 
.5674 
.0000 
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(t = -4.98; p<.0001), existence of a formal strategic plan (t = 2.78; p<.01), and 

multispedalty designation (t = -2.61; p<.01) are aU statisticaUy significant 

with competitive advantage. Academic practice plan designation (beta = 

-.339) has the highest effect on competitive advantage, foUowed by presence 

of a turbulent environment (beta = -.182). FinaUy, both multispecialty 

designation (beta = -.101) and existence of a strategic plan (beta = .101) had 

the next highest effect on competitive advantage. None of the control 

variables (i.e., respondent characteristics) had a significant effect on 

competitive advantage. 

The findings shown on Table 4.17 indicate that certain environmental 

and organizational characteristics are related to a determination of 

organizational competitive advantage. SpedficaUy, stable environments, 

existence of a strategic plan, non-multispedalty designation, and non-

academic practice plan designation result in higher competitive advantage. 

A possible reason why the major independent variable, organizational 

membership in SIGs, did not have a statisticaUy significant relationship with 

organizational competitive advantage has its roots in path dependence 

theory. For example, this concept of path dependence aUows environmental 

and organizational characteristics to have greater input into the competitive 

advantage equation. As discussed before, tightiy coupled, highly 

interdependent structural linkages in health care may not have had enough 

time to create either a positive or negative relationship when compared to the 
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large, historical effects of selected environmental and organizational 

characteristics. 

In an effort to more fuUy understand this relationship between SIGs 

and competitive advantage, each of the six competitive advantage indicants 

was regressed using aU of this study's variables. This analysis is undertaken 

to determine if the effects of any of the individual indicants is canceled out 

when the multi-item construct of the mean of competitive advantage is used 

as the dependent variable. 

The regression equation with clinical quaHty as the competitive 

advantage measure was not found to be significant at the .05 level (F = 1.58; 

n = 685). For service orientation as the competitive advantage measure, 

however, the regression equation with aU the independent variables together 

was significant at the .0001 level (F = 13.46; n = 685). The adjusted R2 

indicates that the twelve independent variables account for 19.1% of the total 

variance of service orientation. The six statisticaUy significant variables are: 

academic practice plan designation (t = -8.51; p<.0001); presence of a 

turbulent environment (t = -3.21; p<.01); existence of a formal strategic plan 

(t = 2.84; p<.01); multispedalty designation (t = -2.92; p<.01); education level 

of the respondent (t = -2.21; p<.05); and presence of a payor-driven 

environment (t = 2.42; p<.05). 

When market share is used as the competitive advantage measure, 

significance is found at the .0001 level (F = 5.63; n = 685). The adjusted R2 
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indicates that the independent variables account for 8.1% of the total 

variance of competitive advantage. IndividuaUy, only three variables were 

significant. Academic practice plan designation (t = -7.10; p<.0001), presence 

of a turbulent environment (t = -2.66; p<.01), and existence of a formal 

strategic plan (t = 2.35; p<.05) are aU statisticaUy significant with 

competitive advantage. 

For the competitive advantage meaisure of profitabiHty, the regression 

equation was also significant at the .0001 level (F = 6.82; n = 685), with an 

adjusted R̂  of 9.9%. The three statisticaUy significant independent variables 

are: academic practice plan designation (t = -5.62; p<.0001); presence of a 

turbulent environment (t = -4.89; p<.0001); and multispedalty designation (t 

= -3.18; p<.01). Using cost effectiveness as the competitive advantage 

meaisure, significance is found at the .0001 level (F = 12.51; n = 685). The 

adjusted R̂  is 17.9%. Only three independent variables are signfficant: 

academic practice plan designation (t = -10.01; p<.0001); presence of a 

turbulent environment (t = -4.36; p<.0001); and existence of a formal 

strategic plan (t = 2.64; p<.01). 

FinaUy, the regression equation using organizational survival as the 

competitive advantage measure was found to be significant at the .0001 level 

(F = 4.35; n = 685), with adjusted R̂  = 6.0%. Again, only three independent 

variables are significant: academic practice plan designation (t = -5.75; 
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p<.0001); presence of a turbulent environment (t = -3.49; p<.001); and 

existence of a formal strategic plan (t = 2.88; p<.01). 

In summary, there are several common independent variables which 

are signfficant predictors of the five distinct competitive advantage measures 

that had significant F values (i.e., service orientation, market share, 

profitabiHty, cost effectiveness, and organizational survival). Academic 

practice plan designation and presence of a turbulent environment are 

signfficant vis-a-vis aU five of these measures. Existence of a formal strategic 

plan is signfficant with four competitive advantage measures. Multispedalty 

classffication is signfficant with two of these measures. The remainder of the 

signfficant predictor variables are only statisticaUy signfficant with one of 

the competitive advantage measures. 

These four independent variables (i.e., academic practice plan 

designation, presence of a turijulent environment, existence of a formal 

strategic plan, and multispedalty dassffication) are the same four signfficant 

variables when the multi-item scale measure of competitive advantage was 

used. This indicates that the other eight independent variables probably are 

not that valuable to determining competitive advantage of this study's 

medical groups. Rather, a more parsimonious model can be suggested that 

has only these four independent variables, whUe using the multi-item scale 

of competitive advantage as the dependent variable. 
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In other words, academic practice plan designation, presence of a 

turbulent environment, existence of a formal strategic plan, and 

multispecialty dassffication predict the mean competitive advantage. The 

regression test of this potentiaUy parsimonious overaU model indicate 

signfficance at the .0001 level (F = 38.18; n = 685), with an adjusted R2 of 

17.8%. The four independent variables are aU signfficant at the .01 level. 

The adjusted R̂  for this parsimonious model is actuaUy higher than 

for the aU-inclusive model (i.e., 17.8% versus 17.3%, respectively). Therefore, 

it is dear that this suggested model of only four independent variables is a 

vaHd and parsimonious model of organizational competitive advantage. 

nhaptPr Summary 

This chapter presented aU of this study ŝ data analysis issues, leading 

up to and induding the testing of the propositions. First, the chapter began 

with a discussion of the generalizability of the results based on an analysis of 

selected descriptive statistics of the dataset. Next, a new, multi-item 

construct was created to represent one measure of competitive advantage 

This was foUowed by an analysis of multicoUinearity of the non-

dependent variables, which resiUted in no variables being exduded from this 

study. It was then empiricaUy discovered that three of the a priori. 
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conceptuaUy created SICJs were found in this study's data. In addition, a 

conceptuaUy new SIG was also empiricaUy generated from these data. 

Next, the results and interpretations of aU the other propositions was 

presented. Regarding the major independent variable of SIGs, the findings 

were somewhat surprising. It was found that, although membership in SIGs 

was a StatisticaUy signfficant predictor of competitive advantage, it had the 

opposite effect than hypothesized. 

FinaUy, a parsimonious, new model was discovered that resulted in 

only four independent variables predicting the mean competitive advantage. 

The next chapter discusses the benefits arising from this study, limitations 

inherent in the study, and directions for future research. 
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CHAPTER V 

CONTRIBUTIONS, LIMITATIONS, AND 

FUTURE DIRECTIONS 

Chapter Overview 

This study has attempted to broaden our understanding of the 

relationship between structural integration groups (SIGs) and competitive 

advantage. This final chapter discusses several contributions and limitations 

of this study. It concludes with recommendations for future research. 

Contributions of this Studv 

This study contributes insight into several topics identified by 

researchers that would benefit from further examination: (a) provide an 

understanding regarding the factors (i.e., number of partners and level of 

partner interdependence) that give rise to or impede cooperative 

relationships between organizations (Ring and Van de Ven, 1994); (b) 

determine how organizations estabHsh competitive advantage (Fahey and 

Christianson, 1986); and (c) incorporate a context specffic knowledge (i.e., the 

health care industry) to study the context free problem (Blair and Hunt, 

1986; Huff and Reger, 1987; Montgomery et al., 1989) of the relationship 

between interorganizational relationships (lORs) and performance. The 

specffic major contributions of this study are discussed next. 
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Theoretical and Empirical Creation of SIGs. The conceptual blending 

or combining of the two distinct dimensions of number of partners and level 

of partner interdependence into theoretical SIGs provides a very important 

contribution to the context free Hterature. In addition, the performance 

imphcations of these new SIGs ties in the strategic nature of SIGs. 

The actual existence of these SIGs may be the most important 

contribution of this study. This has impHcations for how future strategic 

research is conducted. The actual existence of SIGs in this study aUowed for 

the examination of how these structural linkage pattems affect 

organizational competitive advantage. There are few studies that have 

actuaUy entered into this territory of how structural Hnkages affect 

organizational performance. This study, along with two very recent articles 

(Dyer, 1996; MitcheU and Singh, 1996), indicates that SIGs may become one 

of the new strategic variables of choice in future organizational research. 

Different Methodologv to Studv lORs. The use of statistical clustering 

techniques to create groups of organizations which share similar structural 

Hnkages represents a different methodology to study miUti-organizational 

relationships. lORs have been previously studied using such techniques as 

network analysis, parent-subsidiary earnings and stock price analysis, time 

before the subsidiary is divested, etc. These techniques have used procedures 

other than dustering to assess propositions and hypotheses. 
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Focus on Medical Groups. This study explored the health care 

industry using an organizational form (i.e., medical groups) other than the 

oft-studied hospital (Blair and Boal, 1991). Medical groups have always been 

an important, yet understudied, component of health care deHvery. Their 

importance is increasing in deHvery as the financing mechanisms of health 

care go through major revolutionary change. For example, the new financing 

mechanism, capitation, is forcing many medical groups to absorb a larger 

share of the financial HabiHty of treating patients. This has serious 

consequences to the cost, quaHty, and access issues so important to patients, 

poHcy makers, and, of course, health care providers. 

This expamsion of health care organizational units of analysis from 

primarily hospitals to the understudied medical groups offers interesting 

structural issues. For example, most hospitals are rather large organizations 

with estabHshed hierarchical structures that rely strongly on rules and 

procedures. Most medical groups, however, are professional partnerships 

with strong emphases on professional coUegiaHty and individual physician 

autonomy. In fact, medical groups are much Hke the P-2 organizational form 

(i.e., professional partnership per Greenwood, Hinings, and Brown, 1990). 

Therefore, the use of medical groups opens up an avenue of research between 

different types of internal structures of intra-industry organizations. 
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ImpHcations for Practitioners 

From a context specffic approach, this study provides to health care 

executives very clear iUustrations of how structural Hnkages are related to 

selected environmental and organizational characteristics. By using actual, 

real world structural linkages in this study (e.g., aUiances between health 

care organizations such as medical groups, hospitals, and managed care 

organizations), health care executives are better able understand the types of 

strategic partnering choices they have avaUable in different types of 

environments. 

Selected environmental and organizational characteristics seem to 

predict competitive advantage far more than do structural linkages. 

Alternative explanations for this weak structural Hnkage-competitive 

advantage relationship notwithstanding, historical organizational 

characteristics and level of current environmental turbulence seem to be 

better predictors of current organizational competitive advantage. 

This study suggests that perhaps aUocation of scarce resources for 

environmental scanning may be warranted. However, health care executives 

are urged to exercise caution when entering lORs. This study does not 

provide dear evidence that SIGs are benefidal. In fact, the costs of creating 

and maintaining lORs has not even been assessed. 

The results do indicate, though, that aU medical groups are not aHke. 

They differ on their number of partners, on the levels of partner 
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interdependence they practice, and on level of competitive advantage. In 

addition, it is shown that academic practice plans do, in fact, possess the 

lowest level of competitive advantage. This could be due to such factors as: 

dysfunctional incentive poHdes (e.g., rewarding research and development, 

even though it is generaUy not cost effective): acting as the training ground 

for new physidans (i.e., training facUitates often incur extra testing expenses 

in order for students to learn); etc. 

Limitations of this Studv 

As with aU research, this study has limitations. Limitations are those 

uncontroUed factors that may affect the outcomes of the study. One 

important limitation is that this study is a secondary analysis of existing 

data. The data available to test this model is, therefore, necessarily 

constrained. For example, when studjdng lORs, there are many potential 

content factors that can affect competitive advantage. These content factors 

indude: the caliber and quaHty of the partners; the size of the partner; the 

extent of sharing of complementary resources; motivation of the partners; etc. 

Unfortunately, those types of content factors were not avaUable fix)m this 

existing dataset. 

Another Hmitation related to secondary analyses is that the variables 

of interest are often gathered in the same time period. For this study, that 

means both structural Hnkages and competitive advantage are measured in 
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the same time period. This raises the question of how long the structural 

Hnkages need to be in place prior to their abUity to affect competitive 

advantage. In addition, using secondary data from only one source results in 

there being no independent data with which to objectively verify 

environmental or organizational characteristics. 

Secondary analyses involving questionnaires also have buUt-in 

limitations such as length of questionnaire instrument, respondent self-

report biases, coUection of cross sectional data, etc. For example, this study's 

questionnaire was quite lengthy, being 16 pages in length with over 600 

individual responses. The average length of time to complete was one hour, 

with the maximum time to complete being five hours. 

WhUe aU of these inherent limitations of secondary analyses are 

important, the actual effect of these tĵ pes of limitations is not dear because 

many researchers beHeve the benefits of secondary research outweigh the 

theoretical limitations (Dixon, 1994). 

Another Hmitation involves the actual knowledge level of each 

respondent vis-a-vis the issues asked about in the questionnaire. For 

example, when informants supply performance data, it may be biased due to 

the informant's opinions of the value of their contribution to whatever 

relationship is being queried (MUler and Cardinal, 1994). In addition, self-

report effects can bias non-demographic data coUected using survey-type 

methods (Wagner and Crampton, 1993). 
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For this specffic study, these self-report effects can include poor quaHty 

answers due to the respondents not being fuUy aware of the issues explored 

in the particular questionnaire instrument or due to the respondents' 

inabiHties to accurately assess the current state of the organization. 

However, these types of seff-report effects are perhaps lessened in this study 

because aU the respondents are affiHated with the Medical Group 

Management Association's professional coUege. 

This affiliation with the credentiaHng arm of the health care 

administration profession indicates that these respondents are probably in 

the best position to not only understand the issues within the questionnaire, 

but to also accurately understand the current state of their respective 

organizations. They may also be the most knowledgeable about their health 

care environment and may actuaUy be the direction setters for their industry. 

Another potential limitation of this study is that multiple respondents 

from the same organization may have answered the maUed questionnaire. 

Although there was no mechanism to control for this potential problem, the 

likelihood of this "multiple respondent" problem is probably fairly smaU since 

MGMA's member organizations typicaUy have only one individual member. 

Exceptions to that include the larger academic practices and multispecialty 

groups, which sometimes have several organizational employees who are 

individual MGMA members. 
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No attempt has been made to ascertain any organizational 

performance data other than competitive advantage. To the extent that 

competitive advantage is not an adequate measure of organizational 

performance, this is a limitation. Also, other causes of structural Hnkages 

are not explored or taken into account in this study. For example, as 

discussed earHer, it could be that structural linkages are being formed ia 

health care simply due to bandwagon effects or for some other reason besides 

competitive advantage. 

FinaUy, from a methodological perspective, it has been argued by 

many that clustering techniques wUl duster almost ans t̂hing, as long as 

some correlation between the variables exist (BaUey, 1994; Bamey and 

Hoskisson, 1990). Sometimes, the resultant clusters are not natural clusters. 

In fact, they may not even be artffidal clusters. They may, instead, be 

fictional dusters (BaUey, 1994). However, the more conceptuaUy linked the 

variables are through theoretical concepts, the more likely that the clusters 

are natural or true. Although the SIGs derived from the empirical dustering 

techniques were interpreted independentiy from the actual technique used to 

create the conceptual SIGs, there is stiU the "duster anything^ problem that 

haunts the use of dustering methodologies. 
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Recommendations for Future Research 

How do the results of this study fit into tomorrow's research agenda? 

There are many potential avenues. For example, the concept of SIGs 

naturaUy leads to a discussion of the most appropriate governance 

mechanism of multi-entity organizational structures. Governance 

mechanisms are necessary that wUl: (1) gather information on resource 

inputs and output needs of multiple and varied stakeholders; (2) attend to 

these identified inputs and outputs so ensure stakeholders are at least 

minimally satisficed; and (3) ensure that each partner organization works 

for the common good, whUe simultaneously being aUowed to operate 

autonomously to explore individual goals. 

Governance mechanisms that are designed to achieve these three 

governance issues include web managers (Bartiett and Ghoshal, 1993), 

strategic centers (Lorenzoni and Baden-FuUer, 1995), and overarching 

boards of directors (Savage, Taylor, Rotarius, and Buesseler, 1997). In fact, 

each of these approaches to multi-institutional governance are intended to 

represent the parenting advantage (CampbeU, Goold, and Alexander, 1995a, 

1995b) presumably inherent in governing distinct and autonomous entities 

that have become tightiy Hnked with other autonomous entities. 

Another avenue of potential foUow on research involves the study by 

Nix et al. (1996). They draw a distinction between two different forms of 

integrated deHvery structures: (1) loosely integrated deHvery networks of 
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medical practices, hospitals, and managed care organizations; and (2) fuUy 

integrated deHvery systems. They studied the creation of bundles of skills 

that are created in these integration efforts. This study adds to their 

findings by indicating that there do exist spedfic SIGs that do possess 

different membership criteria (i.e., factors of membership). Therefore, a 

foUow up study could incorporate the concept of bundles of skUls with a test 

of the existence of these skUls in the spedfic SIGs. 

A further extension of this study could be undertaken that includes a 

more fine grained approach to studying organizational structural linkages. 

For instance, instead of using a dichotomous variable (i.e., yes or no), a scale 

from 1-5 would aUow for more variance in the SIG variable. In addition, 

perhaps a more detaUed breakdown of the existing structural linkage 

indicants would eliminate potential offsetting types of linkages. Additional 

variables to indude in a future study of these variables could include: a 

measure of anticipated competitive advantage to be gained by today's 

structural linkages; a variable to asses the length of time in the various types 

of structural Hnkages to assess cause and effect relationships; geographical 

information to assess the regional effects of various structural linkages (this 

would improve generaHzabUity); and addition of performance data to aUow 

an independent assessment of actual organizational competitive advantage. 

Future research coiUd indude an analysis of the role that individuals 

play in creating and maintaining relationships between organizations 
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(Seabright, Levinthal, and Fichman, 1992). This individual effect could be 

analyzed from several perspectives, including social network theory, power 

and control issues, negotiating strategies, or strategic stakeholder 

management theory. Since the data used in this study came from a 

questionnaire designed around the concept of strategic stakeholder 

management (including concepts of stakeholder diagnosis and stakeholder 

management strategy, as created and discussed by Blair and Fottier, 1990), 

there exist opportunities to integrate SIGs with stakeholder management 

concepts. 

For example, by combining various stakeholder management variables 

with structural Hnkage variables, perhaps a macro view of how organizations 

StrategicaUy manage their feUow SIG members could result. This could lead 

to the foUowing types of research questions: Is SIG membership voluntary or 

forced?; Are the goals and values of the partners the same?; What effect does 

the SIG performance have on individual partner performance?; etc. 

Another future research avenue would be to expHcitiy examine the 

relationship between SIGs and strategic groups. It was suggested in this 

study that SIGs and strategic groups represent different strategic concepts. 

By analyzing both types of classffications schemes in the same dataset, it 

may be possible to determine if these two constructs are actuaUy distinct or if 

one is a subset of the other. 
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Chapter Summarv 

This chapter tied the information presented in earHer chapters 

together. It began by discussing the contributions of this study, including the 

conceptual and empirical creation of SIGs. Next, the practical impHcations of 

these contributions was presented. This was foUowed by an analysis of the 

limitations inherent in this study. FinaUy, several recommendations were 

offered to guide researchers in their future study of SIGs. 
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APPENDDC A 
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Health Services Research 
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Journal of Health Administration Education 
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APPENDIX B 

QUESTIONNAIRE ITEMS 

Competitive Advantage 
Currently, how does your organization rate in achieving the 
foUowing goals compared to your local competitors? 

Much Much 
Worse Same Better 

I I I 
P4BQ1: CHnical QuaHty MW W S B MB 

P4BQ2: Service Orientation MW W S B MB 

P4BQ3: Market Share MW W S B MB 

P4BQ4: ProfitabUity MW W S B MB 

P4BQ5: Cost Effectiveness MW W S B MB 

P4BQ6: Organizational Survival MW W S B MB 

Structural T ii nkages 

Check aU descriptions which you beHeve apply to your organization now. 

Structural linkages with other medical groups: 

P3Q10: My organization is part of an informal strategic 
aUiance with a medical group D 

P3Q11: My organization is part of a formal strategic 
aUiance with a medical group D 

P3Q12: My organization jointiy owns faciHties or other 
organizations with a medical group Q 

P3Q13: My organization has acquired medical practices 
or a medical group D 
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P3Q14: My organization has been acquired by a medical 
group • 

Structural linkages with hospitals: 

P3Q5: My organization is part of an informal strategic 
aUiance with a hospital D 

P3Q6: My organization is part of a formal strategic aUiance 
with a hospital Q 

P3Q7: My organization jointiy owns facilities or other 

organizations with a hospital • 

P3Q8: My organization owns an acquired hospital D 

P3Q9: My organization has been acquired by a hospital Q 

Structural linkages with managed care organizations: 

P3Q2: My organization has discounted fee-for-service 
contracts with managed care organizations D 

P3Q3: My organization has capitated contracts with 

managed care organizations D 

P3Q4: My organization owns a managed care organization D 

Structural linkages with integrated delivery networks and systems: 

P3Q17: My organization is part of a loosely-integrated 
deHvery network of medical practices, hospitals 
and managed care organizations Q 

P3Q18: My organization is part of a fuUy-integrated deHvery 
system of medical practices, hospitals and managed 
care organizations D 
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Environmental Characteristics 

Circle the numbers that best characterize the extemal environments of 
your organization now. 

P9Q1: Stable Turbulent 
1....2—-3-—4—-5—-6—-7 

P9Q2: Competitive CoUaborative 
1...-2.—3-—4—-5—-6—-7 

P9Q5: Provider-driven Payor-driven 
1....2.—3-—4—5—-6—-7 

P9Q7: Capitation Fee-for-Service 
1—2—-3—4—5—6—-7 

Organizational Characteristics 

PlQl l : Does your organization have a current, written strategic plan 
which has been updated within the last 12-18 months ? 

D Yes D No 

P1Q13: Only medical practice executives and physicians should answer 
this question: If you are employed in a medical practice, 
indicate the number of FuU-Time-Equivalent physicians 
employed in your practice: 

P1Q14: Only medical practice executives and physicians should answer 
this question: Check the organization type that best fits your 
practice: 
D Multispecialty 
D Single Specialty 

P1Q15: Only medical practice executives and physicians should answer 
this question: Is your organization considered a Medical 
School-Based Academic Practice? D Yes D No 
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Respondent Characteristics 

P lQl : What is your gender? D Female D Male 

P1Q2: What is your age? .years 

P1Q3: What is your highest level of education? 
D High School Diploma D Master's Degree 
D Associate's Degree D Doctoral Degree 
D Bachelor's Degree 
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