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THE CHALLENGE OF STANDARDIZATION

uring the 1980s information technology

standards have become one of the crucial

issues for the future of both the IT industry

and of all the other sectors which now use

IT. This fact sheet explains why, and
serves as an introduction to the other fact sheets
in this series which set out how the Community is
responding to the challenge.

The flow of information in Europe

The application of IT within industry, commerce
and administration can transform the activities to
which it is applied and have far-reaching effects on

competitiveness. This applies at all levels, from -

that of the individual enterprise to that of the Com-
munity as a whole. It is vital that users are not
afflicted by a Babel of incompatible products,
blocking the flow of information and constraining
the procurement and use of IT.

The strength of the
European market

Of the three leading economic regions, Japan has
a population of about 120 million, the USA of 240
million and the European Community of 320 mil-
lion. The internal fragmentation of the European
market—in all sectors—is a key element of its
weakness proportionate to its size. The creation of
a single European market, scheduled for 1992,
offers great opportunities for new economic dyna-
mism and social development throughout the
Community. This particularly applies to the Euro-
pean IT market, because of its size and its signifi-
cance for the performance of other sectors.

The growth of a major
industrial sector

The information industries have grown to become

a major economic sector, and in some countries
the largest. They have moved beyond the point
where standards can be neglected without severe
risk to competitiveness, and in the case of many
enterprises, risk to survival.

The reasons why IT standards have become so
critical lie in several conflicting trends.

Firstly, there is an increased need for systems
compatibility and the capability of intercommuni-
cation and interworking :

® the sheer growth in the number of IT systems
inevitably brings about an increase in the
amount of contact between systems; most
systems have, or will have, some contact with
other systems (shared data, shared programs,
shared users, shared networks, shared facili-
ties);

¢ information is increasingly recognized as a key
resource in an organization. Increasingly that
information is held within a growing number of
IT systems. If the systems are incompatible, the
gain from the application of IT to some tasks will
be offset by the new barriers created and
the loss of the integrity of the information
resource;

e the growth in the use of IT creates a demand for
[T specialists; that need cannot be met so long
as the demand is inflated by massive, avoidable
work generated by reinventing a new wheel for
every application and while the supply is con-
strained by excessive specialization, with the
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reduced flexibility and duplicated training this -

entails.

While the need for compatibility is rising, factors
which helped to provide compatibility in the past
are weakening :

e earlier, many users procured their |IT from a
single supplier; now they are likely to buy from
many sources;
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e carlier, for many organizations, computing
meant central data processing, where most
decisions were in the hands of a central depart-
ment; now, computing is very diverse and much
of it is in the hands of end-users, whose
decisions are less coordinated and possibly
uncoordinated;

e earlier, inter-system communication was most
likely to be with other systems in the same
management domain; now, with the develop-
ment of public data networks and the diffusion
of IT technology in the office and in manufac-
turing and trading systems, communication
across boundaries is increasing;

e earlier, computing was largely concerned with
automatic data processing, in which information
flow tends to follow predefined and stable pat-
terns; now, much computing is more concer-
ned with providing support for non-automated
tasks {e.g. text processing, computer-aided
design, decision support systems) where infor-
mation must flow to or from wherever the
human user finds necessary during the perfor-
mance of a task.

Furthermore, the most widely used and well-tried
methods of providing compatibility and intercom-
munication are increasingly inadequate. Until now,
methods such as making one product emulate
another, or putting a 'black box’ between two
incompatible products, have been successful.
They face massive technical, economic and logis-
tical problems with the type of IT usage which is
now becoming reality. Some of the largest organi-
zations have already been hit by soaring inter-
connection costs coupled with diminishing inter-
working performance.

The only viable way forward demands far more
extensive conformity to IT standards as the basis
for compatibility, information interchange and
interworking.

The IT industry

Such a way forward would earlier have conflicted
with what the IT industry judged to be in the com-
mercial interests of the suppliers. Now, those
interests have changed.

The scope of IT has expanded so much that no
supplier—not even the largest—can provide the
full range of IT products.

Suppliers have to adopt an appropriate strategy,
concentrating on what they do best and selling
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into a multivendor environment in which comple-
mentary products come from other suppliers.
Under these circumstances, the former “lock-in’
effect of proprietary products becomes a burden:
the supplier is locked out from a large part of the
market. Customers spend money on overcoming
barriers instead of buying products. Suppliers
spend money on multiple versions to interface
with various competitors’ products, instead of
developing new products. It is a situation which is
increasingly recognized as one where nobody
wins.

For similar reasons, standards are now less regar-
ded as an obstacle to innovation. For an innova-
tory product to have any commercial prospects,
that product must be able to coexist and interwork
with what exists. Standards act as a channel, con-
straining innovation in some respects but facilita-
ting it overall.

The internal market

European industry and commerce is frequently at
a disadvantage compared with North American
and Japanese competitors because of the frag-
mentation of the European home market. That
applies particularly to the IT industry, since it is
one of the largest sectors, and in several countries
the largest sector.

in IT most of the fragmentation is caused not by
conflicting national regulations or formal stan-
dards, but by the lack of well-harmonized interna-
tional standards or by the diverging standards the
suppliers implement in a country. In IT, unlike
many other sectors, the need is not so much to
harmonize existing regulations and standards but
to get standards accepted for the first time, and to
ensure that from the beginning those standards
are the same throughout Europe.

There is another link between IT and the European
internal market. The amount of cross-border trade
and communication will increase and the amount
of that which is handled by means of IT facilities
will grow as a result of the increasing penetration
of IT. Moreover, the flow of information will be
between autonomous enterprises. Open and
barrier-free communication will be essential.

At present, this does not fully exist; there are still
too many barriers and extra costs. The internal
market cannot come into being if buyers and sel-
lers throughout the Community cannot communi-
cate easily with each other.
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