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Abstract:  

Institutionalism propounds that organizations will tend to be homogeneous in 
structure, i.e. isomorphic, in order to conform to institutional forces, or in the absent 
of institutional forces, as they adopt the rules within their own structure (Scott, 1992: 
209). In order to gain legitimacy, organisations are expected to response in a similar 
way to a single or even multiple institutional forces and formed an isomorphic 
organisational structure. For instance, with or without the present of any coercive 
regulatory rule, cognitive and normative forces could be equally powerful in shaping 
the structure of organisation in an industry.  
 
However, we need to assume that these institutional forces are unidirectional pulling 
these organisations toward forming similar organisational structure and behaviour. If 
organisations operating under a field with multiple-direction institutional forces, will 
they response differently and hence form polymorphic structure? This paper 
investigates how organisations alter their structure under multiple-direction 
institutional forces. With a better understanding of the interaction between 
institutional forces and organisation structure, we hope to contribute to new managing 
practices that make a positive difference - contributing to building a balance society.     
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Background:  

The organisation of economic institutions, including the examination of coordination 
among firms, has been extensively studied across multiple social science disciplines, 
economic and business fields. Inter-organisational relationships are among some of 
the most important strategic activities for managers of a firm. There is an enormous 
amount of research examining inter-organisational relationships. Scholars have tried 
to decode the structure, provide classifications, explain the rationales and 
determinants, and evaluate the performance of various types of inter-organisational 
governance modes.  
 
One of the prominent perspective are from institutional theorists, who assert that the 
institutional environment can be a key determinant of the development and formation 
of organisational structures and behaviours, often more profoundly so than market 
pressures (DiMaggio and Powell, 1983; Scott, 2001; Zucker, 1987). This macro-level 
determinants of governance structure are institutional environments of regulatory, 
cognitive and normative institutions, i.e. policy, rules and norms: polity, judiciary, 
law of contract, social norm, and culture in a particular setting or country; which 
shape the formation of inter-organisational relationships. Firm has to negotiate within 
these very profound institutional factors to gain legitimacy, which might beyond 
solely rational pursuit of financial gains. 
 
The study of formal and informal institutions shaping the structure of inter-
organisational governance is very extensive, such as examples from the automobile 
industry (Ahmadjian and Lincoln, 2001). However, do these institutional elements 
exert a similar intensity of influence on inter-organisational relationship? If not, 
which are the prominent elements? Is the coercive regulatory regime the only 
substantial forces? How about the interplay of counteractive institutional forces on 
governance choice?  
 
In addition, in a given environment with strong institutional elements institutional 
theorists predict the formation of an isomorphic structure across organisations (Meyer 
and Rowan, 1977) while they pursuit legitimacy. Are we expecting isomorphic inter-
organisational structure across firms in the industry?  
 
Literature review  
 
In the literature, there are three main perspectives in interpreting the logic of decisions 
in the choice of inter-organisational coordination:  
 
 i) Efficiency is the decision criterion in choosing inter-organisation 
coordination mode based on the tradition of classical economics (Young, 1928; 
Stigler, 1951). Later, transaction cost theory (Coase, 1937; Williamson, 1975; Klein et 
al., 1978). Similarly, agency theory (Eisenhardt, 1989) is also based on finding an 
efficient solution to inter-organisational governance.  
 
 ii) Evolutionary and learning perspectives of inter-organisational coordination 
suggest that an organisation evolves in form in response to a changing environment. 
Managerial preference regarding the formation of inter-organisational governance 
changes according to resources, capability, knowledge, embedded transaction history 



and the technological context of the organisation (Barney, 1991; Kogut and Zander, 
1993; Teece et al., 1997). In addition, an organisation's growth is conditioned and 
constrained by the resources it owns. The Resource-Based-View (Wernerfelt, 1984), 
as a theory of the individual organisation and its growth process, investigates the 
value-added benefits of a transaction. Instead of economising on costs of transaction, 
as proposed by efficiency perspective, an organisation could maximise the transaction 
value by exploiting and developing its resources and capabilities (Nelson and Winter, 
1982).  
 
 iii) Macro-level determinants of governance structure are factors of 
institutional environment such as rules and norms - polity, judiciary, law of contract, 
social norm, and culture - in a particular setting or country (Scott, 2001). Social order 
- inclusive of inter-organisational coordination - is a product of social rules and norms 
that specify ways in which a type of actors can take.  
 
As proposed by Scott (1995), the ‘three pillars’ of institutionalism are i) regulative; ii) 
Cognitive; and iii) Normative. Regulatory components are laws and rules that coerce 
and guide certain types of behaviour normally accompanied with a threat of formal 
sanction. Cognitive guides action through norms, morality and ethics, which are 
commonly shared knowledge and practices in a profession or society. Normative 
institutions are beliefs and values that expected of a person in a society (Scott, 
2001:52). 
 
Organisations could be viewed as rationalized systems (Scott, 2007:462) that adapt to 
external environment in order to the pursuit of specified goals and legitimacy in the 
society. Similarly, Meyer and Rowan (1977) suggests that "institutionalized products, 
services, techniques, policies, and programs function as powerful myths, and many 
organizations adopt them ceremonially".  
 
Based on this understanding, institutional elements would shape the formation of 
inter-organisational structure. Organisations might encounter a set of institutional 
elements in a setting, which influence their decision on inter-organisational 
governance choice. This could be very prevalent in developing countries.  
 
However, the set of institutional elements might not always produce a coherent and 
unidirectional force, which clearly points to a specific governance choice. Under this 
scenario, how would organisation react to these very diverse forces?   
 
In addition, institutional elements impose structural uniformity - institutional 
isomorphism - on all organizations (Meyer and Rowan, 1977) under its sphere of 
influence. Organizations tend to conform to the socially constructed environment in 
order to obtain legitimacy. Under the pressure of these constraining forces of 
institutional elements, organisations resemble one another in facing environment 
conditions. As organizations conform to institutional elements and adopt its rules 
within their own structure, "organizations become more homogeneous, more similar 
in structure, over time" (Scott, 1992: 209), i.e. isomorphic. Principle of isomorphism 
as defined by Hawley (1950:84) as "...system structured converge upon a common 
form..." 
 
 



Isomorphism occurs in many levels within organizations. In response to pressure from 
institutional elements, organisations reshape their internal structures, procedures, 
practices as well as external relationships. Nevertheless, could we expect uniformity 
of institutional forces across all organisations in an industry? Do organisations 
response similarly to institutional elements? If not, there is no reason to suppose an 
isomorphism structure?  
 
In this research, we are interested to explore the consequences of these three 
institutional elements exerting their influence on manager's decision on selecting an 
inter-organisational governance mode? Is the coercive regulatory element a decisive 
factor? Otherwise, cognitive and normative elements could be very powerful in 
shaping the governance structure in certain society. Meyer (2008:803) states 
"institutionalized forces usually diffuse more as cultural waves than through point-to-
point diffusion."  
 
However, there are difficulties in obtaining empirical evidence to support or negate 
the concept of institutional isomorphism (Boxenbaum and Jonsson, 2008). Empirical 
study is also impeded by the lack of data. Quantitative data is widely available on 
industrial level but rarely on organisational level.  
 
We therefore propose this research based on a qualitative study to identify how 
institutional factors influence the formation of inter-organisational governance 
mechanisms. Institutions constrain behaviour as a result of associated processes. We 
intent to analyses not the institutions per se, but their consequences on the choices 
organisations actually make on inter-organisational governance mechanism.  
 
Research questions and objectives: 
 
Will institutional elements foster the formation of an isomorphic inter-organisational 
governance structure across an industry?   
 
We have three research objectives:  
 

1. To ascertain what institutional elements are at play in the inter-organisation 
governance structure of biofuel industry and the extent to which they work to 
reinforce or undercut one another, as one of the important research focus in 
institutional research (Scott, 2008) 

 
2. To identify dynamism and competing institutional factors in shaping inter-

organisational governance. 
 
3. To see if there is any isomorphic governance structure of inter-organisational 

governance along the value chain where institutional factors are prominent. 
Institutional theorists propose that isomorphic structure has been taken as the 
litmus test of institutional influence on organizations (Meyer and Rowan, 
1977). 

 
 
 
 



Methods: 
 
In view of the phenomena to be investigated, we propose the use of qualitative 
research methods for this investigation. As we want to explore the structure of inter-
organisational governance mode and the effects of institutional forces on the 
structure, quantitative data is not available and helpful. Instead, we need to obtain 
detailed insights of the structure and reasons behind the formation of the structure by 
qualitative methods (Cresswell, 2003).  
 
The study is based on one industry - the biofuel sector and in one geographical region 
- East Asia, where we expect stronger institutional forces in the sector. Data is 
collected through in-depth interviews with semi-structured questions on the choice of 
inter-organisational governance in the industry. The respondents are top managers in 
the biofuel manufacturing companies, expert, policy makers, and industry 
organisations. Interviewing a wide range of industrial and government actors will 
enhance the quality of data through triangulation. We will also compile relevant 
secondary data (i.e., documents and publicly available information such as websites, 
annual reports, industrial reports, and research reports) to support the primary data. 
Then, the data will be transcript and analysed with the help of Nvivo.  
 
Possible outcomes: 
 
We envisage that the research will contribute to the literature in organisation of 
economic institutional particularly isomorphism phenomenon as propounded in 
institutional theories. Specifically, this research will provide understanding on how 
organisations react to different institutional forces and if all organisations react 
similarly. 
 
Invitation for comments: 
 
As a development paper, we invite comments and suggestions on both theoretical 
proposition and methodology.  
 
We shall also further develop this paper with some preliminary data and analysis.  
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