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OF INFORMAL ICT STANDARDS CONSORTIA
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TU Berlin, Chair of Innovation Economics

ABSTRACT

Theoretical and empirical analyses about inforneadsortia are not yet able to entirely illustrate thformal standard
setting landscape. This paper tries to provideoadband comprehensive picture of informal standendsortia and their
dynamic development in the past ten years. Analgbesv that consortia have distinct characteristibich help to

position and explain their existence in the statidsetting context. Furthermore the observationafsortia survival

identifies relationships between the formationmi@eation and merger of consortia and market devaety. The paper is
thus able to reveal unique consortia features ssciiexibility in formation and speed of reactiam market needs.
Formal standardization is in contrast an often naated process of development and negotiation. Weweent in

informal standard setting is in less bureaucratid allows, in respect to the tiered membershipctires, a strategic
influence from participating firms. These main gttt justify a distinct research on the role obmfal standard setting
in the ICT industry.
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1. INTRODUCTION

In the past years the complexity and speed of t@olical development has constantly been increasing
Especially in the field of information and commuation technologies (ICT), markets show evidenceafor
higher variety of products and solutions in a misegiuent manner (David, 1996; Updegrove, 2008). The
need for technological standardization is growiBdind/Gauch/Hawkins, 2010), but the complexity and
speed challenge companies in their coordinatioivies. Standard setting is an often complex pssce
which is highly dependent on consensus agreementgebn the participating organizations. These @sEe
can take several years. Especially formal standadies are sometimes not able to keep up with tueen
pace (Cargill, 2002). Since fast changing marketeded more flexible solutions to set standards, the
standard landscape has developed over the pastytwears (Updegrove, 2008). Today not only formal
standard developing organizations (SDOs), but migwmal industry driven standard setting orgarimat
(SSOs), produce widely adopted and important standalutions. Other than formal organizations, Whic
produce so called “de jure standards”, informalsmotia create and promote mostly “de facto starslard
(Jakobs, 2004). The latter can further be distisiged in a “de facto standard” developed by a sifigieand

a “consortia standard”, where the standard is get group of firms (Bunduchi et al., 2008).

Formal standardization is often very time consunang can take several years, whereas informal ctmso
are more flexible and able to anticipate technaalgdevelopment and thus set the standard righitria
(Cargill, 2002). Even though informal standardscé#igeations are agreed on without a formal acceitin,
they can still be widely accepted and of great ir@we or even follow up a certain formal standard
(Blind/Gauch/Hawkins, 2010). Yet, there is no comnaefinition for an informal consortia and the cortis
landscape has developed to be very heterogeneoakamacteristics such as technical issues, stejctur



members, transparency or IP policies (Cargill, 200pdegrove (2008) defines consortia as being thing
from a loose, unincorporated affiliation of compemito an incorporated entity with offices, mankgti
technical and administrative staff and a multi-ioill dollar budget”. He distinguishes betwespecification
groups which agree to promote an industry standaesearch consortia with the main intend to create and
develop a technologic solution astlategic consortia which focus on the adoption of a technology or the
formulization of a yet informal common practice @dégrove, 1995).

In this paper the term SSOs is used for informakoatia which are not accredited by formal standendies
such as ISO, IEC, IEEE, ETSI or ITU and meet tlieda set by the ISSS CEN Survey:

- The organization must be international in outlookl acope, not simply an instrument of single-
nation policy,

- must have an active and international membership,

- must not be set-up specifically as a single vengovernment, or proprietary technology advocacy

group,
- must be of importance to the areas of standardizaii its processes CEN/ISSS (2009).

In Europe (Council of the European Union, 2000) emthe US (Center for Regulatory Effectivenes)®0
informal consortia are recognized as being orgaioiza that influence standard setting processesyhich
are not officially recognized (Egyedi, 2001). So flaecre has not been much empirical work on the obl
informal consortia. Earlier work mostly focuses theoretical explanations for the existence of imgus
consortia (Cargill, Weiss 1992: Updegrove 1995; Kag, 1999; Bunduchi et al., 2008). More current
research uses a case study approach and thustehizaescand compares the processes of informabctims
such as Updegrove (1995):Consortium and Open GIS Consortia, Egyedi (2001)W3C and ECMA, Coulon
(2004):Symbian Alliance, Anderson (2008)ECMA, |IETF, OASS, OMG and W3C, Koenig (2008)FlexRay,
Autosar and Jaspar, Grotnes (2009)Open Mabile Alliance (OMA). Blind & Gauch (2008) accessed a dataset
of more than 250 consortia to map the survival@fsortia between 2000 & 2004 and found evidence for
complimentary relationship of formal and informtdredard setting activities.

2. METHODOLOGY

Since there has not been a comprehensive analyisitoomal consortia, this paper uses a broad aggrdo
illustrate the dynamic landscape of SSOs over #® f&n years. The research is based on the ta®e dfta
bases that assemble more than 700 informal stasdardsortia since 1998. The CEN survey provides
information on 435 informal ICT standardization sortia. These consortia have been selected based on
transparent and objective selection criteria, which stated above. The survey by Andy Updegroveiges
information on 555 consortia, 276 of which are oovered by the CEN survey. Both surveys indicage th
number and identity of consortium members (inclgd2®.000 independent organizations with in totatemo
than 35.000 consortium memberships), the tieringma&mbership, standard scope, technical category,
industry sector, IP policy and years of existeriag.get a complete picture of the informal standsetling
landscape, information from both databases is udediever, to guarantee database compliance, timesse
analysis only uses information from fifteen ediBoof the ISSS CEN survey from 1998 until 2009.
Furthermore, not all consortia could be classifiedheir respective attributes, since some corsalti not
provide distinct information. Attributes such aglustry sector, technical category, business spacand 1P
policy were only assessed from the CEN survey datarmation about member quantity and membership
levels was carried together from both datasetsedisas an additional internet research.



3. EMPIRICAL RESULTS

As of yet, the analysis is still descriptive an@ timain research goal is to illustrate and charaeteghe
informal consortia landscape comprehensively. Intrast to formal standard bodies where structures a
fixed and default, the formation process of infofe@nsortia allows a variety of organizational ales.

3.1 CONSORTIA CHARACTERISTICSAND ATTRIBUTES

The four charts in figure 1 give a vivid pictureinformal ICT consortia characterized in memberriity,
membership levels, business spectrum and industriipis The two former attributes reveal informatiain
the specific members such as quantity and membetlsleOrganization types and shares per membel leve
are not displayed in the charts but integratedhénanalysis. The latter two charts illustrate thetar and the
scope of involvement.
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Figl: Characteristics and attributes of informal ICT staddaonsortia



Most consortia have a considerably low amount omivers, since 77.7% have less than 100 participants,
20.1% have 100-300 members and only 2.2% list ria@e 300 members. A deeper look into the data shows
that 93.56% of the members are vendors and othemascial entities, whereas universities and coege
account for only 2.52%, governmental entities fat706 and consumer groups for a stake of 3.75%. The
chart of membership levels illustrates the hiermahstructures of consortia. 69.3% have tiered benship
regulations, where the member levels can in geterdifferentiated intheaders, Followers andSpectators.
Using this classification by Updegrove (2008) datalyses indicate that thesader level is dominated by
commercial entities, most universities can be foimdhe Follower and Leader level and governmental
entities and consumer groups mostly chooseSieetator level. However, all member levels are strongly
dominated by vendors. In most cases membershipaigescaled, sinckeeaders usually pay higher shares.
Thus they have more voting or veto power and aeeefore able to strategically influence the staddar
setting process. In consequence membership leftels eflect the balance of member power (Updegrove
2008). An even membership structure can only bedan 23.6% of the regarded consortia. The findings
indicate that informal standard setting is in maages strategically dominated by market power andnue

of commercial entities and vendors.

To illustrate the scope of involvement in standasdting among consortia, the business spectrum was
classified in broad and narrow. Only 16.3% of tlemsortia follow a broad spectrum of standardization
which is comparable to structures in formal staddamdies. The often so called “one purpose coraorti
usually follow only one standard or specificatiomdaheir business can therefore be classified a®wa
(83.7%). These findings are related to the low amo@fimembers, as the correlation of data showsntiest
narrow consortia tend to have a lower amount of s A possible assumption is that this leads deem
effective and flexible decision making processethiwiconsortia. Both attributes are distinct cheggstics

to differentiate consortia from formal standard iesd since the latter mostly follow a broad busines
spectrum and tend to have a higher number of mesmber

The evaluation of the CEN survey provides informatbn the primary and secondary industry sectoravhe
a particular consortium is active in. These findingdicate a very heterogeneous picture of the artins
landscape. In order to better frame these regidts, was aggregated to seven categories. Overdaothtihe
consortia produce standards for the telecommunicaindustry (37.67%). E-Commerce (17.2%) and
electronics (15.75%) also make up one third ofcinasortia target industry. Less ICT related indestsuch
as advocacy, life-science, manufacturing and nidhisstry summarize the last third of consortia ¢#rg
industries. These results are in line with moseéaeshers’ assumptions, i.e. especially ICT indestrely on
more flexible and quick standard solutions devedblpg informal consortia.

A very political and lately often discussed topicthe interplay of IPR and standards. In comparison
formal standard bodies, the IP policies of conacatie not always transparent and distinct in itagraphs.
Thus only 95 consortia could be classified appadply. The findings show that 54.7% of the consorti
follow a F/RAND (Fair Reasonable and Non-Discrintorg) policy, whereas 43.3% of the consortia use
royalty free IPR regulations. To better assessethesults, consortia were also classified in theghnical
classes. Figure 2 illustrates the IP Rules of cdi@sper technology. The graph shows that IP pedidiffer
between technologies and it thus seems presuntati¢hie technical topic determines the pursuedrlibés.
The high number of royalty free consortia in softsves on the one hand due to several open sours@a
which can be found within this class and can onotiver hand be explained by the fact that IPR ditwsoe

is restricted in several countries. Explanationstber technological classes are not always obvamashave

to be assessed on a lower level of aggregatioesiRR rules differ between specific products and
companies involved. An in-depth analysis will thbugpt be pursued in this paper.



IP Policy in technical class (n=95)
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Fig2: IP policy statements of consortia per technica<la

3.2 CONSORTIA DEVELOPMENT PHASES

There are several papers about the developmentaafiardization with respect to the formation and
evolution of informal consortia (Hawkins, 1999; Gilr2002; Jakobs, 2003; Updegrove 2008). However,
there is yet no comprehensive quantitative appréaexamine the survival of informal consortia otiere.
Using the CEN survey editions between 1998 and 200%ata assembles a current list of ICT consfotia
every year and even twice a year in 2001 and 2006.
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Fig3: Survival of informal ICT standards consortia 199®20



Figure 3 shows the quantity of consortia at th@eetve point of time, also indicating the fluctoat rate,
which is the sum of new and terminating consoRigure 4 illustrates the consortia developmentgaesi to
the respective technology class.

Since the mid-1990ies the increasing formation arfisortia can be explained by the rise of the imtern
market, where the first peak of development isuneJ2000, counting 123 new consortia compared lo Ju
1999. This period is characterized by strong stahtattles (Microsoft Explorer vs. Netscape Nawggpand
the rise of future influential consortia in thedamet infrastructure such as the Internet Engingefiask
Force (IETF) or the World Wide Web Consortium (W3Chrgill, 2002; Updegrove, 2008). Figure 4 shows
that the class Internet / Web Services increased & share of 14.47% in July 1999 to 20.16% in I20§1.

The next fluctuation peak can be found in 2002, rhE)7 consortia were terminated compared to May
2001. Taking a closer look at the technology clisgelopment, especially the percentage of Interiéeb
Service consortia decreased from 20.44% in Oct@bep to 16.67% in November 2003. Also Security and
Wireless / Mobile decreased in their shares betw2&%. A deeper look at the data also shows a
consolidation process. Several consortia were nbitedy terminated but merged with other consorliae
consortia amount remained stable in other techiyodtasses and thus gained an increase of share.

Taking into account the burst of the “dot-com bwibbetween 2000 and 2001 where the NASDAQ
Composite had a historical decrease, these econtemielopments also led the consortia formation ato

recession. The results are evidence for the clekdion of market development and informal consorti

formation. Thus the findings show how quickly infual standard setting activities are able to react t
economic developments and changing market needs.

Development of Technical Class (n=351)
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Fig4: Consortia technology development 1998-2009



A significant period of informal consortia formatistarted in 2005. Between October 2004 and Jubb 20
the CEN Survey data analysis identifies an amofirit38 new consortia. The technical class developmen
shows that the share of software orientated coasdripled within one year. This development was
especially due to a new awareness of open standagkneral and the rise of the open source cdasiort
particular. One third of the software consortia bardistinctly identified as open source projeEtecept for
Internet / Web Services a new formation of conaoiti all technical classes has taken place. Thiesgi
evidence for an increasing broader appreciatianfofmal standard setting consortia.

Since the highest peak level in 2006, counting antity of 304 consortia, the formation of new catiso
remained on a constantly low level in the yearsdme. In contrast between September 2006 and 2@07 t
second highest peak of consortia termination tdakeg as 50 consortia ended their business or mevgh
others. Again theses finding can be linked to eotncevents, as the US subprime mortgage crises took
place in 2007, which later triggered the worldwifdencial crises in 2008. The findings are abledfect

the close connection of consortia development addstry performance. These findings again give ende

for the assumption that informal consortia formatie more flexible and dynamic and thus able tactrea
immediately to ups and downs of market development.

4. CONCLUSION AND RESEARCH OUTLOOK

This paper aimed to give a broad overview of infaeonsortia, its characteristics and developmerhé
past ten years. Even though empirical analysisetsdgscriptive, results already introduced cohergrin
terms of the features and survival of consortiaveBa attributes, show distinct characteristics and
differences to differentiate the consortia phenoomefrom other standard setting activities. By comiij

the assessed consortia information in this papeveral relationships and background coherences are
revealed and thus deliver a more transparent giatéithe informal consortia landscape. The steody
consortium could hence be described as having lydeak than 100 members, following only one pugyos
of business, being hierarchical in its decision imglstructures and due to tiered membership feespften
dominated by vendors and commercial entities. Tated IP policy is strongly connected to the pradlic
technology. In contrast to formal standard bodas)sortia are very flexible and able to react ortage
market developments. This either results in a féionaas well as termination of businesses or mergéth
other consortia. Involvement in informal standaetting enables members to gain quick and flexible
participation to influence the standardization s Especially solvent vendors and commerciaiesntan
use their strong membership positions to stratigidaect a certain standard or specification.

Further research is planned not only to describeestypical consortia and their survival, but asdind
distinct empirical evidence to assess why consantea successful and stable and how consortia fEsatur
correlate with formation, termination, merger anghtinuity of consortia. Furthermore an analysis of
participating organizations, using a time serieeeasment of membership to get further informatiortte
internal development and evolution of consortianiprospect.
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