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STANDARDS FOR STANDARD SETTING:

CONTESTING THE ORGANIZATIONAL FIELD

Abstract: Over the past several years, IT standardization has witnessed a breakdown in the consensus that hitherto governed the activities of participants in this domain.  Not only have new players appeared on the scene; the legitimacy of the old system has also been called into question.  In some cases, the Government has been called on to intervene as a third party.

This state of affairs can best be understood as a crisis within an ‘organizational field.’  An organizational field is a recognized domain of human activity in which interdependent actors/organizations interact in accordance with an agreed upon logic or script to achieve some common objective (DiMaggio and Powell 1991). Consensus with respect to objectives does not, however, preclude conflict.  To the contrary, organizational fields are highly contested arenas in which actors compete not only for resources but also—and as importantly—for legitimacy (Schwartz 1997).  By legitimating their own values and positions within a field, organizations can tilt the ‘rules of the game,’ in their favor with long lasting effects (Fligstein 2001).

Viewing a domain of human activities through an organizational field perspective helps to bring the roles of, and the relationships between, public and private realms into greater relief.  Generally speaking, organizational fields are relatively self-contained and independent within their own sphere of activity (Schwartz 1997).  However, when fields become the battleground of contesting parties, the autonomy of the field is greatly reduced.  Contending parties will seek to reinforce their positions by linking them to the deep-seated values and norms of society as a whole (Bordieu and Wacquant 1992).  It is at this point that the public sector has a unique opportunity—or as some might say a major responsibility—to revisit and reevaluate performance within the field in terms of the broader public interest. 

IT standard setting is an organizational field of activities in which the public and private sectors both have tremendous stakes (OTA 1992).  Such is especially the case today given a networked economy in which standards serve not only to determine the architecture and topography of the economic infrastructure, but also winners and losers (OTA 1992; OTA 1994).  In a period of rapid technological advance, traditional organizational forms and modes of standard setting are breaking down, while new ones—such as standards consortia, and open source models—are competing intensely for the terrain.  There is no reason to believe that the outcome that emerges from this private sector contest will coincide with the public interest (North 1991; Hodgson 2001).  Thus, as the contenders vie for predominance in the field, the time is ripe for Government, on behalf of the public, to become more engaged in the action by setting some basic standards for standard setters.

Introduction 


In the United States, much of the discussion about standard setting has focused on the question of ‘what is the appropriate division of labor between the public and private sectors in this arena?’  With few exceptions, the answer has been to assign the responsibility for setting standards to the private sector.
 This choice has been based on two basic assumptions.  First, it is believed that private sector standards are highly attuned to market forces, so they provide the greatest economic value. Second, the government is understood to have no stake in the outcome of standards processes apart from its role as a ‘consumer of standards.’ Thus, by participating in the standards process as a user, the government—it is believed—can fully serve the public’s interest.     


These assumptions are hardly self-evident.  For one, in the case of standards, market forces do not necessarily lead to efficient outcomes. Because standards exhibit many characteristics of public goods, standard setting is subject to considerable market failures (Kindleberger –; Berg 1989; Farrell and Saloner 1988; Farrell and Saloner 1985). Moreover, market failures are especially likely in the case of information technology standards, which give rise to externalities and other network effects.
  Equally problematic—as the 1992 Office of Technology Assessment report to the Congress pointed out—even when voluntary standards organizations step in to facilitate standard setting, bureaucratic failures can delay the process, while conflicts of interest—related in part to standard sales—may serve to distort outcomes (OTA 1992).
 

The second assumption—that government has no ‘public interest’ in standard setting—is equally difficult to justify.  Standards constitute an infrastructure or platform that supports and sustains the Nation’s economy.  As such, standards help to determine the efficiency and effectiveness of the economy, the cost, quality, and availability of products and services, and the state of the Nation’s health, safety, and quality of life. Not surprisingly, therefore, most other governments play a key role in national and international standard setting processes.  In fact, given the increasingly competitive global environment, many now link their standardization efforts to their trade policies, employing national standards as marketing devices to attract and lock in customers worldwide.
 (OTA 1992)

How, then, might we explain the disparity between our basic assumptions about standard setting and the way the process works in practice? To do so, we must look beyond narrow economic explanations that focus primarily on competitive, market strategies. In addition to market variables, we must also examine cultural and political factors.  In particular, we must look at how economic actors compete to construct cultural/cognitive maps that serve not only to reduce uncertainty and generate greater stability among interdependent actors, but also to legitimate and perpetuate the prevailing state of affairs (Fligstein 2001). 

To capture the entire picture, it is useful to view the standard setting process from an organizational field perspective. In particular, we need to understand how organizational fields serve as economic governance structures. As we shall see, the standards setting process constitutes a unique organizational field that has been governed by a set of legitimating assumptions, many of which are being contested today.   

Organizational Fields and Governance Structures


Organizations do not exist in a vacuum.  They are open systems, subject in isolation to entropy.
  Organizations are not only enmeshed in a broad range of societal networks; they are also deeply embedded in a shared and all-encompassing institutional environment (Grannovetter 1985). While an organization’s networked location helps to determine its resources and power, it is the prevailing set of institutional arrangements—both formal and informal—that provides the incentive structure and the rules of the game by which organizations act (North 1990).


To survive organizations must be responsive not only to their own internal dynamics, but to external developments and events as well.  To maintain themselves, and to fulfill their missions, organizations must have access both to external material resources as well as to institutional legitimacy.
   For these purposes organizations must not only respond to their environments; they must actively manage them.  As Nohria and Gulati have pointed out, much of an organization’s structure and behavior can be explained in terms of how it is situated to meet these needs.
  For example, many organizations seek to become chartered by established collective authorities, so they can better legitimize their own goals and structures.  Similarly, powerful organizations may seek to embed their goals and procedures directly into society as institutionalized rules.  Likewise, organizations may import external resources and elements not because they yield efficiency, but rather because they reinforce the organization’s legitimacy (Nohria and Gulati 1994; Meyer and Rowan 1991)).


In negotiating their environments to meet their needs, organizations rarely operate on their own.  Rather, they typically act in conjunction with other like-minded organizations, which are engaged in similar or complementary activities, so that the success of each is contingent on all others. In any particular market, for example, firms engage routinely with key suppliers, customers, competitors, and regulators.  All have an interest in reducing uncertainty and stabilizing their environments
. In their efforts to do so, these organizations develop, over time, a set of structured practices unique to their institutional space. Once these practices become taken for granted, they serve to recreate and reconstruct the existing economic order of things (Fligstein 2001; White 1981).   

This set of interdependent actors, as well as the common meaning systems and cognitive maps that govern their interactions, constitute an “organizational field.”   As described by Scott, an organizational field is:

. . .a population of organizations operating in the same domain, as indicated by the similarity of their services or products.  Included also are those others that critically influence their performance, including exchange partners, competitors, funding sources and regulators (Scott 2001; 84). 

Four interrelated developments are entailed in the structuring of a field.  First, there is a growing interaction among organizations.  Next, inter-organizational structures of dominantion and patterns of coalitions begin to appear.  Third, the field becomes increasingly complex, having to deal with more and more information.  Finally, organizational participants become cognizant of their interdependencies, and aware that they are involved in a common endeavor governed by a shared set of rules (Di Maggio and Powell 1991: 65). Responding to a common environment as well as to each other, organizations within a field eventually become isomorphic
 (Meyer and Rowan 1990).   

Bounded by shared cultural normative frameworks and a common regulatory system, organizational fields are recognizable as discrete areas of institutional life (Scott 2001). They serve to provide stability for interdependent organizations that depend upon, but also must compete with, one another to create markets and access limited resources.  Generally recognized as such, organizational fields enjoy a certain degree of jurisdictional autonomy; in the course of their interactions, they develop rules of the game and ‘conceptions of control’ over a given realm of social, economic, and/or political life (Fligstein 2001).  In so doing, they help to reconstruct and legitimate existing social arrangements. As described by Mohr:

Organizational forms provide the containers into which the multiple dimensions of institutional life are poured, and organizations combine kinds of persons, types of problems, and forms of treatment in an ongoing and materially recognizable way.  Thus it is through the establishment and institutionalization of organizational forms that one or another set of institutional logics comes to be anchored in place (Mohr 2003: --). 

As in all governance systems, organizational fields are characterized by contests for power.  Fields are organized hierarchically, so that power is asymmetric.  It is the most powerful incumbents in the field who define the meaning of the space as well as the roles and relationships of its occupants and the rules of the game. 
 As described by Fligstein:

Rules are not created innocently or without taking into account ‘interests.’  If the largest firms are able to work under a set of rules that allows them to dominate the main markets of a society and keep workers disorganized, those rules enforce a system of power (Fligstein 2001: 28).

Incumbents can, moreover, strengthen their positions to the extent that they can link their claims to general societal understandings about how things should be done
. 

Efficient, socially optimal outcomes in power contests over organizational fields are by no means assured, however. To the contrary, achieving a new consensus is not only a costly process; it is subject to problems of collective action (Olson 1971). These problems will be exacerbated if an organizational field has become so disorganized and unstructured that it has no dominant actor or set of actors to champion a change (Garcia 2003). If, under such circumstances, the uncertainties about the distribution of economic rewards becomes too great, and all stand to lose, the actors in an organizational field may look to the state to broker relationships and/or develop a new consensus and a new set of rules, which can be legitimized at a broader, societal level (Libecap 1989; North and Thomas, 1973; North 1991).


To appreciate how such a situation might occur, one need only consider the history of railroad regulation.  Because of its high fixed costs, fluctuating demand, scale of operations, and need for coordination and specialized engineering skills, the railroad industry was prone to exceptionally high transaction costs. Seeking to achieve greater market stability, the railroad companies alternated between two extreme strategies—cutthroat competition or pooling and price fixing. Neither was successful: cutthroat competition ruined everyone, but cooperative agreements were unenforceable.   When private efforts to achieve stability failed, politicians stepped in, establishing the Interstate Commerce Commission in 1887 to regulate this important national industry
 (Kennedy 1991; Kolko 1970).           

Organizational fields are thus embedded in and constitutive of the broader institutional environment in which they operate (Granovetter and Swedberg 1992). At the same time, this institutional context serves not only to constrain organizational options; it also helps to determine and reinforce the criteria by which people develop their preferences and evaluate organizational behavior (DiMaggio and Powell 1991; Berger and Luckman 1967; Weick 1969). 

Given this mutually reinforcing set of interrelationships, one can understand why new organizational forms are relatively rare (DiMaggio and Powell, 1991b; Meyer and Rowan 1991; North 1990).  Challengers to incumbents of an organizational field must not simply compete for resources based on new forms of practices; as importantly, they must reinterpret current practices in the light of an alternative institutional logic.  It is on the basis of this new logic that the flow of resources is then redirected towards the new challengers (Mohr 2003). 

Not surprisingly, changes in organizational fields are generally associated with basic structural changes at the level of society as a whole. Under radically new circumstances, old organizational arrangements, which serve to buttress a prior and no longer viable set of institutional arrangements, become increasingly problematic (Suchman 1995).  Organizational innovations are required not only to redirect attention and behavior towards new ends, but also to reduce uncertainty in a rapidly changing environment (Stinchcombe 1990).

Standard Setting as an Organizational Field     


The evolution of standard stetting in the United States parallels that of an organizational field.  As described below, as standards began to assume an increasingly important role in the economy, specialized organizations emerged to develop them.   These organizations modeled themselves in keeping not only with American social and political traditions, but also with the forms and practices of one another.   Their efforts, moreover, were legitimated by the State, which in effect delegated responsibility for setting standards to these private sector organizational entities.  This set of arrangements was relatively stable for more than half a century.  It is only in the past several years—and in the wake of major technological and socio-economic changes—that newcomers have been able to effectively contest the field.         


The emergence of standard setting as an organizational field in closely linked to the industrial revolution.  With the division of labor and specialization, tasks become more interdependent, requiring greater coordination and information exchange (Durkheim 1933).  Standards greatly facilitated these processes.  One need only consider the role of standards in mass production, which required interchangeable parts.  As described by Harold Williamson:

Chief among the other elements in the pattern of mass production is the principle of standardization.  Stemming from the rudimentary division of labor, standardization involved the continuous pursuit, and progressive realization , of uniformity of the materials, operations, and products of industry, which made possible the future subdivision and mechanization of labor (Williamson 1951: 722).

The relationship between standards and mass production was self-reinforcing.  Further advances in precision manufacturing required the development of machine tools and precision gauges, which in turn further drove the need for standards and standardized measures.


Standards were also spurred on by the extension of markets across the American continent.  As trade became more dispersed, standards were needed to assure that products manufactured in different locals could work together and be easily replicated, assembled, and repaired.  Moreover, standards were required to facilitate trading itself.  For example, when the railroads extend trade over vast regions, standardized procedures for billing and exchange—such as bills of lading—were required. Likewise, standardized business practices and procedures, as well as standardized time, were required in order to coordinate the increasingly complex railroad operations (Kirkland 1961).

As the role of standards increased, so did the number of people who had a stake in the standards process.  Producers, for example, employed standards as trademarks, to differentiate their products from their competitors and to price products for different markets.  For suppliers, standards specifications meant reduced production costs.  Consumers likewise benefited from standards.  They not only conveyed product information and provided greater quality control; standardized products were also cheaper.  The general public also called for the development of standards to protect against the growing technological mishaps that were associated with industrialization. (OTA 1992).

Although the Federal Government became involved in standards as early as the mid-eighties through the work of the Office of Weights and Measures, and later with the establishment of the Bureau of Standards, it was not until World War I that the government’s stake in standards was really brought home to the Nation.  In 1917, product diversity was so great it threatened to hinder the war effort.  To deal with the problem, the government set up a Commercial Economy Board of the council of National Defense, whose task was to simplify the use of labor, capital, and equipment for all industries
 (Cochrane 1966).  The government continued its ‘standards crusade,’ following the war, in and effort to revive the economy.  Led by the Secretary of Commerce Herbert Hoover, the campaign called for standardization of business practices, materials, machinery and products; specifications to insure high quality products; and simplification in the variety of products.  To promote standardization, the government organized agencies within the Department of Commerce to provide standards assistance to businesses at their request (OTA 1992)     

As more and more stakeholders became involved in standards, it became increasingly necessary to specialize their operations, and differentiate among them.        
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� This preference for the private sector was reaffirmed in the 1970 Trade Act, which formally recognizes the private sector’s role in standards development, and in the Office of Management and Budget (OMB Circular A-119, which directs Federal agencies to use voluntary standards wherever possible in both regulatory and procurement activities.





2.  For example, network technologies often have large installed bases, making it particularly costly for users to shift to a new, more technologically advanced standard.  Thus users may fail to adopt a superior standard due to what economists call ‘excess inertia.’  At the same time, these technologies also exhibit ‘increasing returns to adoption,’ a situation that occurs when the benefits to the user of a technology increases with the number of users.  Under these circumstances, the wrong standard might be chose due to ‘excess momentum.’ Not wanting to be left off the network when a major user moves to a new standard, other users may rush too quickly to jump on the bandwagon.





� As the OTA report pointed out, for example, “The interests of some standards organizations are beginning to diverge from those of manufacturers. In a highly competitive global economy, for example, it is important for manufacturers to have their standards adopted on an international basis.  They may even want to ‘give’ their standards away in an effort to develop new markets.  However, such a policy is not in the interest of those standard setting organizations, whose livelihoods generally depend on standard sales” (OTA 1992) 








� More and more industries are not only dependent upon trade but also affected by standards.  It was estimated, for example, that for the year 1977, $69 billion of US exports were affected by standards activity.  No comparable figure is available today.  However, in 1992, it was estimated that of $85 billion in exports of manufactured goods, some $45 billion was subject to European Community product safety standards alone.





�  As described by Katz and Kahn, “To survive, open systems must move to arrest the entrophic process; they must acquire negative entropy.  The entropic process is a universal law of nature in which all forms of organization move toward disintegration or death.  Complex physical and biological organisms also run down and perish.  The open system, however, by importing more energy from its environment than it expends, can store energy and can acquire negative entropy.  There is then a general trend in an open system to maximize its ration of imported to expanded energy, to survive even during periods of crisis to live on borrowed time (Katz and Kahn    ).  





� Legitimacy can be defined as ‘a generalized perception or assumption that the actors of an entity are desirable, proper, appropriate within some socially constructed system of norms, values, beliefs and definitions” (Suchman 1995: 574).





� As described by Nohria and Gulati, “. . .a firm’s structure is influenced on the one hand by the institutionally legitimate solutions for a broadly defined task environment and on the other by the pragmatic concerns of addressing local contingencies.  This tension is mediated by the rhetoric that managers employ and the actions that they take to create, present, and account for the organization’s structure” (Nohria and Gulati 1994: 530).


 


� As described by Fligstein: “There are four threats to a firm’s survival.  First, suppliers can control inputs, raise prices, and make firms who require their inputs unprofitable.  Second, competitors can engage in price competition, take over market share, and eventually drive the firm out of business.  Third, gaining cooperation from managers and workers in the firm present problems of interpersonal conflict and politics that can jeopardize the ability to produce goods and services as well.  Finally, products may become obsolete.  These problems are most acute under conditions of economic turbulence that occur most frequently at the beginning of a market, but that also can reflect a sudden downturn in the market (Fligstein 2001: 17).





�  DiMaggio and Powell identify three forces leading to isomorphism: formal and informal pressures exerted by other organizations; a common legal environment, and organizational benchmarking, especially during periods of uncertainty (DiMaggio and Powell (1991).





� As Fligstein points out: “Markets (and this includes almost all modern production markets) are mainly structured by sellers looking for buyers.  A given market becomes a ‘stable market’ (i.e., a field) when the product being exchange has legitimacy with customers, and the suppliers of the good or service are able to produce a status hierarchy in which the largest suppliers dominate the market and are able to reproduce organizations to make the good and create social relations between competitors to govern competition (Fligstein 2001:31).  





� Characterizing Bordieu’s perspective on this subject, Swartz notes: Both the dominant establishment and the subordinate challengers, both orthodox and heterodox views, share a tacit acceptance that the field of struggle is worth pursuing in the first place. . . .Challengers and incumbents share a common interest in preserving the field itself, even if they are sharply divided on how it is to be controlled—referred to as the doxa.  Entry into the field requires the tacit acceptance of the rules of the game, meaning that specific forms of struggle are legitimated whereas others are excluded (Schwartz, 125). 





� 	The rail owners were not alone in questioning whether the market, functioning on its own, could solve the problem of too much competition.  Because the railroads were at the center of national activity, the bankers were among the first to intervene. To force a solution, J.P. Morgan—acting as a neutral third party—sequestered many of the key railroad owners on his yacht.  Acting under duress, they were able to come to terms.  However, they were quick to renege on their agreement when there was no longer a means of enforcing it (Neuman, et al, 1997). 





�   Of particular importance, for example, was the vernier caliper, which was first made in the United States in 1851.  Inexpensive and capable of reading to thousandths of an inch, the new caliper permitted ordinary machinists—whether they were gun smiths, watchmakers, or sewing machine manufacturers—to develop precision, interoperable parts (Green 1951)





�   According to Cochrane, “Labor savings in the manufacture of products from clothing to coffins reportedly reached as high as 35 percent.  Savings over prewar consumption of materials in some instances rose to 50 percent as simplicity ruled and plentiful wood, paper, zinc, and cotton replaced the steel, tinplate, copper, brass, bronze, pig tin, nickel, and raw wool consumed by the war.  The country had experienced nothing like it before.” (Cochrane 1966: 167).
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