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The Structure of Coordination in
Vertical Interorganizational Relationships

Kushiro Public University of Economics Tomoyuki NISHIMURA

Abstract : It is commonly believed that the vertical or sequential interorganizational relationship does
not require a coordinating agency. This article offers two possible reasons for this theoretically-interesting
state of affairs: (1) parsimony theory which says that a vertical interorganizational relationship can be
decomposed into a series of dyads (and thus there is no need for a coordinating agency), (2) functional
difference theory which says that a vertical interorganizational relationship is different from the other
types of interorganizational relationships in functions (same as above). The article predicts that if a
vertical interorganizational relationship can no longer be decomposed into dyads for what ever reason
and/or shifts its function away from transaction toward collective action, then it will start to develop a
coordinating agency.
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