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When negotiating standards, beware of companies that deep down have no interest in
the development of a successful standard.

HOW STANDARDS CHANGE THE GAME

As you map out your strategy in the face of positive feedback and network effects, you will need to
identify your natural allies early in the game. This can be a difficult process, since there are no clear
battle lines in network markets. For example, you cannot take it on faith that the other market
participants truly want to establish a standard. Rather, an incumbent supplier may prefer to see a new
technology die from lack of standardization, hoping to prolong its profits from older technology. We
doubt that Microsoft had much interest in seeing a unified Unix standard, or a unified Java standard for
that matter, since these technologies pose far more of a threat to Microsoft than an opportunity. Beware
of companies participating in the standard-setting process, formally or informally, that deep down have
no interest in seeing a successful standard emerge.

Even if your allies all welcome a standard, they may disagree over how extensive or detailed that
standard should be. As we saw, a big, if late-breaking, issue in the HDTV standards process was whether
the standard would include specifications regarding scanning formats and line resolution. The scope of the
standard is also under attack in DVD, with an apparent breakdown regarding the “write” part of the
standard. The major players in the DVD industry have agreed to a “read” standard under the pressure of
the content providers, who naturally prefer to provide content in a standardized format. But the content
providers don’t care about write standards. If anything, they would be happy to see incompatible
standards, since it would make piracy more difficult. Without the harmonizing pressure from the content
providers, the DVD manufacturers have succumbed to their natural instinct to use their own proprietary
write formats.

To figure out who really wants a standard, and who doesn, you need to envision how the market is
likely to evolve with or without an agreed-upon standard. Standards alter the very nature of competition
in several important ways.
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