JYVASKYLAN YLIOPISTO
H UNIVERSITY OF JYVASKYLA

This is a self-archived version of an original article. This version
may differ from the original in pagination and typographic details.

Author(s): Cheung, Zeerim; Gustafsson, Robin; Nykvist, Rasmus

Title: Peer interaction and pioneering organizational form adoption : A tale of the first two
) for-profit stock exchanges

Year: 2022

Version: pyblished version

Copyright: © SAGE Publications, 2021

Rights: |, Copyright

Rights url: http://rightsstatements.org/page/InC/1.0/?language=en

Please cite the original version:

Cheung, Z., Gustafsson, R., & Nykvist, R. (2022). Peer interaction and pioneering organizational
form adoption : A tale of the first two for-profit stock exchanges. Organization Studies, 43(8),
1223-1246. https://doi.org/10.1177/01708406211024570



W) Check for updates

ORGANIZATION STUDIES

national Published
i 4

%
/;50

Peer interaction and pioneering organiz
adoption: A tale of the first two for-profit sto

Journal: | Organization Studies

Manuscript ID | 0S-20-0264.R4

Manuscript Type: | Article

Organizational form < Topics, Organizational change, Institution
< Theoretical Perspectives, Comparative capitalism, comparative
institutional analysis, national innovation systems < Theoretical
Perspectives, Historical < Research Design and Data Collection,
Longitudinal qualitative < Research Design and Data Collection, Finan
markets

Keywords:

Building on a historical case study on the first two stock exchanges to
Abstract: | adopt the now globally dominant for-profit organizational form, the
Stockholm Stock Exchange in 1993 and the Helsinki Stock Exchange in

Organization Studies

DOI: 10.1177/01708406211024570


http://crossmark.crossref.org/dialog/?doi=10.1177%2F01708406211024570&domain=pdf&date_stamp=2021-06-01

Page 1 of 49

1995, we argue that interaction among socially proximate peers
contributes to pioneering organizational form adoption within an
industry, particularly when such forms are introduced by established
organizations. Peer interaction can induce a search for technically
efficient organizational forms through the sharing of collective
experiences, the establishment of collective assumptions, and a joint

9 search for solutions. Together, these factors contribute to the
legitimization of novel organizational forms in the local setting before the

oNOYTULT D WN =

10 adoption of the first instantiation of those forms. We propose a context-
11 sensitive multilevel model of peer-interaction-induced pioneering

12 organizational form adoption that considers shared macro environmental
13 drivers, idiosyncratic local environmental drivers, and peer interaction as
14 central social mediators between the two.
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Peer interaction and pioneering organizational form adoption:

12 ; : A tale of the first two for-profit stock exchanges

15 Abstract
16
17 Bui istorical case study on the first two stock exchanges to adopt the now globally dominant

19 for-proft ﬁOnal form, the Stockholm Stock Exchange in 1993 and the Helsinki Stock Exchange
21 in 1995, we argue thatd tion among socially proximate peers contributes to pioneering

23 organizational form adopgffongathin an industry, particularly when such forms are introduced by

25 established organizations. tion can induce a search for technically efficient organizational
27 forms through the sharing of co '\&iences, the establishment of collective assumptions, and a
28

29 joint search for solutions. Together, t C ontribute to the legitimization of novel organizational

31 forms in the local setting before the adofo t instantiation of those forms. We propose a

33 context-sensitive multilevel model of peer-interadtigh @ ed pioneering organizational form adoption

that considers shared macro environmental drivers, idiosy; @ pcal environmental drivers, and peer

interaction as central social mediators between the two.

40 Keywords: organizational form, organizational change, institutional the

42 comparative institutionalism, national business systems, financial markets
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9 Introduction

10

1 . o . o . . o

12 Which organizations are more likely to be first, i.e., pioneers, in adopting an organizational form
13 < ,

14 in an industry? Extant research tends to emphasize institutional entrepreneurs (e.g., Greenwood &
12 Suffdabf 2006; Tracey, Phillips, & Jarvis, 2011) or actors from the periphery (e.g., Leblebici, Salancik,
1; Co ,@, 1991) as pioneers of new ways of organizing. However, past studies have focused

;g overwhelMingl% o®pioneering within a single country with a distinctive economic and institutional

21 setting. While, in co e studies, organizations from different geographical markets tend to be

22

23 treated independently fr other (Butzbach, 2016; Djelic & Ainamo, 1999; Maurice, Sorge, &
24

25 Warner, 1980; Morgan & . Recently, there have been calls in both comparative

26

27 institutionalism (Hotho & Saka- 017) and institutional theory (Furnari, 2016) to focus on

28

29 interdependencies between distinct inS vironments. While there are empirical studies on

30

31 interaction mechanisms within national #st tings (e.g., Bridwell-Mitchell, 2016), there have
32

33 been few empirical studies on interaction mechan s@een organizations located in distinct

34

35 institutional environments. This is surprising, as interactiq @ organizations across markets is

36 . . . oy

37 common, and such interaction can be an important source of instituti hange (Lawrence, Hardy, &
gg Phillips, 2002). In this paper, we study pioneering organizational fo within an industry

2(1) globally. We focus on organizational renewal by established organizatiofis 4 hly institutionalized
:g industry of stock exchanges by studying the world’s first two for-profit stock éXclainge

44 We argue that peer interaction—established interaction practices and processe¥argfng

45

46 geographically and socially proximate peers that are similar in size, have existing ties wit ther,
47

48 and have similar positions in the industry—is a previously unidentified contributor to pioneering

49 P
50 organizational form adoption, particularly when new forms are introduced to an industry by establishef/
51

52 organizations. Such organizations are highly embedded in their institutional environment and tend to O
53

54 conform to institutional expectations, which implies that they are stable (Scott, 1994; Seo & Creed, 2002).
55

56

57

58

59

60

3

Organization Studies

DOI: 10.1177/01708406211024570



Page 5 of 49

oNOYTULT D WN =

9 Nevertheless, even highly embedded organizations continuously evolve with their environment (Tsoukas
10
11 4 & Chia, 2002) and, from time to time, experience substantial environmental misfit, which causes a need

13 r grganizational renewal. However, when there are no blueprints for organizing in the new environment
14

it e

ay

15 industry that could be adopted, organizations have to search more broadly to find alternative
16
17 W izing to regain fit and legitimize the new way of organizing. Thus, we ask the following
18
19 questio peer interaction contribute to pioneering organizational form adoption by
2
2(1) established organizationsZ
;g To answer this q n, we conduct an analytically structured history study (Rowlinson, Hassard,
;g & Decker, 2014) on the t@n Stock Exchange (SSE) and the Helsinki Stock Exchange (HSE), the
;6 world’s first and second stock efichanges to adopt the for-profit organizational form, in 1993 and 1995,

7
28 respectively, during a turbulent period ot glogical and regulatory change. We employ a novel
29
30 approach in which all sources are digitizeg nd analyzed within a relational database. Thus,
31
32 our study fulfills the dual requirement of historiol v and conceptual rigor required by historical
33
34 organization studies (Maclean, Harvey, & Clegg, 20
35
36 We draw on comparative institutionalism, with spect ention e “interrelationships between
37
38 societal institutions and collective organizing and its outcomes” ( Helmhout, 2017, p. 648).
39
40 In varieties of capitalism research, Nordic countries are categorized as cg@fdi market economies, in
41
42 which firms are encouraged to coordinate and collaborate with other firms a Y olders (Hall &
42 Soskice, 2001). Similarly, in national business systems research, Nordic countries argf¥ttegcategorized as
22 having collaborative business systems (Whitley, 1994, 2000). More recently, Nordic co been
2; identified as having a distinct inclusive business system, characterized by low state involvem C
43 trust, and significant coordination and collaboration across economic actors (Hotho, 2014). Thus, p ﬁ *
5
51 interaction across national borders as an enabling mechanism of institutional change can be expected to /O
52
53 be especially prevalent in the Nordic context.
54
55
56
57
58
59
60
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9 Our study makes two contributions. First, by exposing peer interaction as a previously unidentified
10
11 4 process contributing to pioneering organizational form adoption within an industry, we extend

13 stitntional theory research on new organizational forms (Greenwood & Suddaby, 2006; Leblebici et al.,
14
99

15 aguire, Hardy, & Lawrence, 2004; Tracey et al., 2011). In addition to being a channel for the

16

17 iffi ovel ways of organizing (Guler, Guillén, & Macpherson, 2002; K. Lee & Pennings, 2002;

18

19 Strang (s 8), interaction among peers can be an engine of search for technically efficient

20 L e L e o

21 organizational forms and prelegitimize such forms; i.e., it can legitimize an organizational form

22 before the first instanti of that form, thus lowering the barriers to pioneering adoption (Haveman &

23 g p g adop

;;‘ Rao, 1997). O

;6 Second, we analyze the er@ntal context at multiple levels (Hotho & Saka-Helmhout, 2017;
7

28 Lewin, Long, & Carroll, 1999; Lewill& egda, 1999). Instead of treating this context as unique to

29

30 each case, we analyze it at three levels, eg eorize how the macro and local environments

31

32 interact and influence intraorganizational decisi -v@The macro environment is shared by a

33

34 majority of organizations in the global industry, and 0 ignment is idiosyncratic to each case.

35

36 In between, there is a level of context shared by a subset o populatig i.c., socially proximate peers.

37

38 Peer interaction occurs at this intermediate level, where the macr ironments interact to

39

40 influence the nature and content of peer interaction. Local settings are n d ent of each other but

41

42 are shaped by the macro environment through peer interaction. Peer process jon as an updating

42 mechanism influencing convergence and divergence across various local environmepg’(Ngkarni &

22 Narayanan, 2007). Thus, we contribute to the call for more sensitivity to society-specifiSughlt 1

2; arrangements in organizational theory and, particularly, interdependencies across distinct ins D

49 environments (Deeg & Jackson, 2007; Furnari, 2016; Hall & Soskice, 2001; Hotho & Saka-Helmh ¢
0 g

5

51 2017; Tempel & Walgenbach, 2007). /
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Theoretical background
; The focus of pioneering organizational form adoption has mainly been on institutional entrepreneurs
a

tructural positions of actors as a source of change (Battilana, Leca, & Boxenbaum, 2009). For
6 the core-periphery positions of actors have received significant attention, with most studies
conéfug

&

t new activities emerge from the periphery due to peripheral actors being disadvantaged by

prevailing ti®hal orders and less aware of institutional expectations (e.g., Kraatz & Moore, 2002;
Leblebici et al., 1991 studies show that elite actors in core positions of an industry initiate change
due to their prestige, wh es them to legitimize new organizational forms (Greenwood & Suddaby,

2006; Sherer & Lee, 2002 J ion has been paid to organizational forms introduced by nonelite
established organizations. SuchQ s are well aware of institutional expectations and do not
enjoy the prestige of elite actors, whi& ir ability to become pioneers and legitimize new ways of
organizing.

Other studies have emphasized the role of aCt are positioned between social domains

(Powell & Sandholtz, 2012; Tracey et al., 2011) or who ¢ e a dual insider-outsider role (Nigam,
Sackett, & Golden, 2021) as a source of change. These studics sugge bstantial role of individual
actors who are capable of overcoming institutional constraints, drawi ts from one domain, and
introducing them into another.

In another stream of the literature, the focus is on interactions among act8rs g€ a s@rce of
institutional change and new practices. Lawrence et al. (2002) propose interorganizdfiop@ collaboration
as an important source of institutional change, especially collaboration characterized by hf @ment

volvergent
L 4

-

increases the number of innovations, and embeddedness increases the probability of these innovations /

among organizations and embeddedness in the broader interorganizational network. High in

diffusing to the broader network (Lawrence et al., 2002). This adds a finer-grained understanding of the

6
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core-periphery distinction, with institutional embeddedness being both a constraining and an enabling

factor in institutional change.

arch, 1993), firms tend to mimic the behavior of similar organizations (DiMaggio &

O We suggest that interaction among peer organizations can play a role in pioneering organizational
J option within an industry. Due to organizations’ limited ability to scan their entire environment
evj

Powell, t re geographically and socially proximate, similar in size, have existing ties with each

other, and similar indust sitions (Guler et al., 2002; K. Lee & Pennings, 2002; Strang & Soule, 1998),

especially under condi of market uncertainty and increased competition (Bothner, 2003). Peers have

been shown to be a chan @fusion of technology (Bothner, 2003), production technology (Greve &
Seidel, 2015), practices (Guler ¢f al., 2002), and organizational forms (K. Lee & Pennings, 2002).

However, interactions among peer or@ani®g#lons prior to pioneering adoption have received less attention

in the organizational theory literature, evg ations tend to arise from collaboration
(Lawrence et al., 2002).
Interaction among peer organizations can facilitt lgpment of new solutions to shared

problems and alleviate technical and legitimacy concerns d to the lutions, as the new solutions

receive approval from multiple organizations that consider each o refore, peer interaction

can lower the barriers to the initial adoption and subsequent diffusion of]

such theorizing has occurred at the national level in the form of transnation 1 lving, where
T

public policy isomorphism is a result of the joint development of solutions to comm :ems and the

subsequent national adoption of the solutions rather than of peer imitation (Holzinger

e tion. In public policy,

Similarly, in the organizational theory literature, relational spaces allow actors to protec

from institutional discipline and experiment with new solutions (Zietsma & Lawrence, 2010). The ﬁ/ L 2

spaces have been studied within both organizational (Kellogg, 2009) and field contexts (Zietsma &

Lawrence, 2010). Furnari (2014) argues that interstitial spaces—*“small-scale settings where individuals O

7
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9 positioned in different fields interact occasionally and informally around common activities to which they
11 devote limited time”—can induce the genesis of new practices. This contrasts with Lawrence et al.’s

13 200Q2) notion of high involvement, as the occasional and informal nature of these spaces for interaction

ctors to disengage from institutional constraints and experiment with new practices. Lawrence et
e that embeddedness in the interorganizational network enables the diffusion of
19 innova s Furnari (2014) argues that successful interaction rituals and catalyst actors enable

new practices to stick. T is still a lack of understanding of the spaces of interaction and, especially,

their role in pionecring nizational form adoption.

By focusing on pedr @on, we draw attention to the distinct institutional environments of peers
26 as well as the shared external ev@em (Hotho & Saka-Helmhout, 2017; Tempel & Walgenbach,

28 2007). Extant studies have not taken §er1 gnough the various levels of the environmental context

30 experienced by organizations or the way jiff @ ct to shape organizational change processes.

32 Instead, past studies have treated contexts as unidfie ocal case, for example, focusing on the

34 adoption of new organizational forms in a single cou & Battilana, 2005; Greenwood &
36 Suddaby, 20006), isolated from the global, historically emb conte institutionalized
38 organizations.
40 The few studies that have considered multiple institutional settings, luded that distinctive
42 institutional and environmental conditions create unique contingencies and, & why the
adoption of organizational forms takes place in particular ways and at different poin e (e.g.,

Butzbach, 2016; Casper, 2000; Djelic & Ainamo, 1999). However, these local settings

are influenced by higher-level environments and institutions. Thus, we cannot treat the envir

49 context as unique to each case. Instead, we need studies that account for the different levels of the %0

51 environment experienced by organizations and for how these levels are shared by different sets of O
52
53 organizations in the population.

8
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Research setting
; We focus our analysis on the SSE and the HSE using the theoretical sampling strategy (Eisenhardt
acbner, 2007). Our analysis is based on the fact that these are the first two stock exchanges in the
dopt the for-profit organizational form, making them suitable for developing theory regarding
piorf€ery mzatlonal form adoption.

From non oﬁt to for-profit stock exchanges

Stock exchanges shaped by and a central type of institution in the process of

financialization, i.e., “the 1 le of financial motives, financial markets, financial actors and

financial institutions” (Epstein, n the global economy over the past 40 years (Petry, 2020).
Countries around the world adopted nabled international competition for capital and
increased the role of capital markets in my and in everyday life (Davis & Kim, 2015;

Polillo & Guillén, 2005). This process led to the ation of various mutual financial institutions,

such as building societies (Klimecki & Willmott, 200 changes. Technological development

enabled electronic trading and, together with reduced capital®ontrols ted international competition

among exchanges. The growing role of capital markets made stocie valuable asset that could
be unlocked by exchange members with incorporation (Gorham & Sing¥)

z@mm 2012).
Before the late 1990s, most stock exchanges were organized as member Qeraﬁves with

brokers and listed companies as members, with one vote per member in decisio zzam, 2010;

R. Lee, 2010). Most exchanges enjoyed monopolistic power within their domestic marke @012)
provides three reasons that could explain why the cooperative form was prevalent before the 1 ¢
cooperatives, e.g., insurance companies and savings banks, were historically very common. Second ﬁ

members of stock exchanges, mostly brokers, were a very homogeneous group with similar interests,

which is essential for the long-run success of cooperatives (Hansmann, 1999). Finally, the stock exchange

9
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9 business requires relationship investments between the exchange and listing companies, for which the
10
11 4 cooperative form is appropriate.

13 In 1993, the Stockholm Stock Exchange was incorporated as the world’s first stock exchange,
14
ol

15 by the Helsinki Stock Exchange in 1995. By 2002 and 2011, 63% and 83% of the world's stock
16
17 exc pectively, had demutualized (Angulo, Slimane, & Alidou, 2013; Azzam, 2010).
19
20 The Stockh@Tm Stock Exchange
21
22 The SSE wa®1o in 1863 and functioned as a de facto monopoly until the 1979 law made it a
23
24 de jure monopoly. Wit aw Bhe organizational form also changed into a hybrid form, where the
25
26 majority of the board was appo@the government rather than by interests acting at the exchange.
27
28 Including the chair and vice-chair of ghe d, six of the board members were appointed by the
29
30 government, while the Central Bank, th ber of Commerce, and an industry association
31
32 had one representative each. The trading membeyof, change had only two representatives, one
33
34 representing banks and one representing trading me v sigof the board members did not have
35
36 experience with financial markets, the CEO had a strong n in decjgion-making.

7
28 The demutualization of the exchange was not legally possib 9 law was replaced with
ig anew law in 1992, which removed the SSE monopoly on trading wit fi ial instruments.
2; Discussions of how the SSE should be run in a deregulated market started Q the SSE board
22 decided to incorporate the exchange. In 1993, the SSE was incorporated, and key stakgiold®rs (banks,
45 brokers, the state, and listed companies) were given equity in the newly formed compa
46
48 The Helsinki Stock Exchange
49 P
50 . . . .
51 The HSE was founded in 1912, and until 1984, its legal status was unclear. However, in 1984, the
52
53 legal form of the HSE was clarified and changed to a cooperative organizational form. The state did not
54
55
56
57
58
59
60

10
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9 play a role in the governance of the HSE, and before the Securities Market Act of 1989, the HSE was
1?4 strongly self-regulating. The above act made the HSE subject to official supervision.

O Before the demutualization in 1995, the HSE was owned by its members, who were securities
15 e brokers and banks), commercial and industrial organizations (e.g., the Federation of Employers),
17 and L panies. Membership was mandatory for securities dealers who wished to trade on the HSE
19 and vo foflisted companies until 1991. Each member had one vote until 1991, when the

participation share struc hanged. Each securities dealer received 4 votes, and membership became

mandatory for all [iste panies, with one vote each. The HSE was incorporated in November 1995

with the following brea @hare capital: 40% issuers, 34% brokerage houses, 23% banks, and 3%

others. However, the shares bec@ime trémsferable only after November 1996.

29 odolo
" S 0 gy
3 /

32 Data

35 This study is based on an extensive set of archival s¢ d interviews. We collected a large set

37 of unique archival sources from 1984 to 1998, including documents both countries’ stock

39 exchanges, entrant option exchanges, financial supervisory organizatj rities dealers associations
41 (SDAs), regulatory agencies, and the media (Table 1). This set of more tha ocuments consists of
43 board minutes and their attachments, annual reports, strategy documents, corre deng#, regulatory

documents, and news articles. The archival material was photographed, digitized using

recognition (OCR) software, coded, and stored using a relational database, where actors, org

times, and incidents were coded with their relations to each other.

52 Insert Table 1 about here

11
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Subsequently, we conducted 19 interviews per case with top-level members such as CEOs,

directors, board members, and the minister of finance, representing different stakeholders such as stock

and the archival data were used to enhance the rigor of our informed interviews. The database

Oxc nges, entrant options exchanges, SDAs, financial supervisors, and the government. The relational
a

t.
enab,

the dat.

casily find all documents related to an interviewee, either within the content or coded into
ta. This allowed us to bring key source material and timelines to the interviews, bring

informants back to specifigginstances and events and enhance their recollection of the events surrounding

a specific decisionor t ecollection of the circumstances and people present at a specific moment in

time. All interview ques 1@he transcribed interviews were input into the database with diverse

relational data and incident cod¢d, ad further richness to the data.

Analysis O

Our analytical process is a combination of gfiis ly informed process study method in the

data enable us to place the findings into historical context (Vaara & Lampéfe, 6), and interpretative
method, where oral history interviews expose how actors interpreted the pr by & Greenwood,
2009). The interpretative approach is important to fully untangle the dynamics of hovygtakéholders
became sensitive to the need for change. The historical approach is important for gaini orary
view of how the organizational misfit and experimentation accumulated. &
Both cases were analyzed using our relational database by incident coding them separately iIO P
multiple rounds and structuring incidents into events and higher-level categories (Van de Ven & Poole, /

1990). First, based on the existing understanding of the reasons for global stock exchange

12
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9 demutualization (e.g., Aggarwal, 2002; Fleckner, 2006; Gorham & Singh, 2009; Zanotti, 2012), we used

1?4 competition, international issues, organization, regulation and supervision, and technology as sensitizing

13 Oat ries in our initial coding (Glaser & Strauss, 1967; Van de Ven & Poole, 1990). Then, the cases

1: z lyzed first within-case, and timelines were constructed to analyze the cases separately (Langley,
1999, timelines were then compared to search for cross-case patterns and differences (Eisenhardt,

19 1989). /‘
20

At this point, the progainent role of the interaction between the two stock exchanges became

apparent. Therefore, w ducted new rounds of incident coding focusing on interactions among Nordic

stock exchanges and thelr §Cy stafkeholders. This extensive incident coding generated 668 incidents for

26 the Swedish case and 376 incidéhts fo®the Finnish case, of which 78 were related to Nordic interaction.

27

28 There are 1594 sources and 591 uniq@e linked to the incidents. We leveraged a diverse set of
29

30 sources consisting of primary social doc@g eting minutes, reports, and memos), narrative
31

32 texts (e.g., annual reports, news articles), and se

rces (e.g., books) (Rowlinson et al., 2014)
33
34 (Figure 1).

38 Insert Figure 1 about

41
42 Then, we constructed a timeline of Nordic interactions and analyzed 1 gon to the previous
a

44 timelines depicting the changing landscape of local and international competition, re i, technology,
S

and organizational form. We discovered that various stock exchange stakeholders had

*

51 radical changes in the technological and regulatory environment (Figure 2). We gradually progressed to a /O

53 higher level of abstraction in our analysis through iterations between theory and data to produce the

market was converging, and various joint solutions were proposed by different stakeholders to add

ed
interaction practices with their peers across Nordic countries. Additionally, the Nordic stock D

13
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9 following findings. In the findings, we enclose in brackets references to incidents listed in the
10
11 4 accompanying online supplementary file.

12
13
14 /

15 Insert Figure 2 about here

16

17

18

19 o

20 Findings

21

22 The findings%ec structured as follows. We start by discussing macro and local environmental
23

24 drivers that created the Mig#it betlyeen the nonprofit organizational form and the environment. Next, we
25

26 present the antecedents—establi§hed igteraction practices and collective experiences—to construct the

52 collective assumptions among peers @ck exchange industry. Then, we describe how the stock

;g exchanges jointly searched for solutions a iggtional misfit based on the collective assumptions
32 and how the change momentum was maintained g€spi Itiple failures. Finally, we describe how the
34 two stock exchanges refined their collective assump&

the pioneering adoption of the for-

36 profit stock exchange organizational form (Figure 3).

Insert Figure 3 about here

Contextual drivers of organizational misfit

47 Macro environmental drivers 00
49 We identify two macro environmental drivers that had the most impact on the operating ﬁ L 4

51 environments of the HSE and the SSE—the deregulation of capital controls and technological /O

14
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development. These were certainly not unique to the Finnish and Swedish contexts but influenced all

stock exchanges during the same period.

%The removal of capital controls was part of the larger global financial regulation liberalization trend

ky & Schmukler, 2003). This process occurred at different paces and through different paths in
inl weden (Figure 4). However, the outcome was similar in the two countries (Englund &
Vihriél e most important aspects of such financial regulation liberalization for the stock

market were the deregulatigg of foreign ownership restrictions and foreign exchange restrictions.

O Insert Figure 4 about here
These changes were seen as ina@

governmental organizations. Some changg$ @

he exchanges themselves, by stakeholders, and by

0 eficial for all stakeholder groups. The removal of

capital controls allowed foreign brokers to trade @n t ange, which transformed them from
customers to competitors for local brokers. There weRemls to prevent deregulation that mainly
succeeded only in postponing specific stages of the deregu proce Ithough the stock exchanges

considered the regulatory shift a measure dictated from above by or legislators, the

central banks, in turn, considered the adopted changes reactions to the ¢ bal environment.

Technological readiness for electronic trading systems (ETSs) that all ding was
achieved in the late 1970s. The Cincinnati Stock Exchange implemented the first ET, 8, followed
by stock and options exchanges in the 1980s (Ernkvist, 2015). Both the SSE and the H i m

were visited by the Cincinnati Stock Exchange in 1986 to learn about the ETS [1627; 1628; @
2151] and were among the first stock exchanges in the world to implement ETSs. Both exchanges ﬁ L 2
decided to develop their own ETSs [453; 736], started to test their systems with a subset of shares in 1989/0

[389; 847], and closed their trading floors in 1990 [400; 693]. In addition to ETSs, there were other

15
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systems that together digitalized the stock market: trading information systems, book-entry systems, and

automatic clearing and settlement systems, implemented in the overall exchange industry either within the

Oo exchange organization or by a dedicated clearing and settlement organization [363; 398; 459].

though national regulation or the rules of the exchange restricted foreign brokers (brokers with no
pe c ice in the country) from joining the exchange until the EU-level Investment Service
Directi e“’ force in 1993 among EU member states [409], Finland and Sweden joined the EU
only in 1995. The above iction was removed in Sweden and Finland in 1995 [2160] and 1996 [441],
respectively.
Deregulation of capi@l conffols allowed foreign ownership of shares but also caused capital
outflows. ETSs required heavy @Vestments, created significant economies of scale and scope,

removed physical limitations, and en@e ergence of options exchanges based on ETSs right from

the founding. Additionally, the coevoluti external drivers enabled direct international
p

competition (i.e., the same products listed on m nges) and indirect international competition
(i.e., different products competing for the same capit
These changes caused the interest of various stakeho to diverg® First, the removal of capital

controls caused an outflow of capital, which the management and

investments [446]. The increasing heterogeneity among stakeholders hampered decisio ereas
t

the increasing competition required more flexibility from the exchanges. Thus, the misfit bet

current organizational form of the stock exchanges and the regulatory and technological environm@ﬁ *
gradually increased. This divergence in stakeholder interests was further amplified by local environmental/o

drivers.
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Local environmental drivers

Two local environmental drivers intensified the organizational misfit of the stock exchanges caused

omic crisis started in 1990 in Finland, which had 12% GDP growth in 1989 and only 5.9%

O macro environmental drivers. These drivers were the economic crisis of the early 1990s and
éin the financial transaction tax, which amplified tensions among stock exchange stakeholders.

in 199 ter quarters recording negative growth percentages quarter on quarter. The effect on

the stock market can be sggm in the HSE’s total market capitalization of shares, which dropped

approximately 30%, an@yminal share turnover, which dropped approximately 50% for two consecutive

f@ combined with heavy investments in electronic trading and clearing

systems in the second half of th@ and early 1990s raised the debt of the HSE from zero to over 50%

years (Figure 5). This se

of earnings. The HSE, being a coopef@ti ag required to distribute most of the surplus collected from

| erefore, investments had to be financed with

trading fees back to brokers in the form of

loans from financial institutions.

Insert Figure 5 here

In 1990, the HSE reacted to this with a financial restructuring in w, t rticipation fee for

brokers was raised from FIM 10,000 to FIM 600,000. Membership became

companies, with a participation fee of FIM 150,000 and an annual listing fee [446; 4

This restructuring also changed the governance structure of the exchange, as a significa

1 the
voting rights shifted from brokers to listed companies. This amplified the divergent interests O

stakeholders caused by the macro environment drivers.

The financial transaction tax in Sweden had a similar financial pressure effect. The SSE faced a /O

significant drop in trading volume during 198690 when the financial transaction tax was doubled to 2%

17

Organization Studies

DOI: 10.1177/01708406211024570



Page 19 of 49

oNOYTULT D WN =

in 1986 [2156], lowered back to 1% in 1991 [2158], and removed at the end of 1991 [2157] (Figure 6).
During this time, more than 50% of the trading volume moved to the Stock Exchange Automated
ugtation (SEAQ) system in the London Stock Exchange (Figure 5). Finland also had a financial
a ion tax called the stamp duty, but it was not applied to trades between nonresidents [366; 880].
omgfFingasf traders took advantage of the possibility of trading Finnish shares in the SEAQ to avoid the
stamp Q

fmpact on volume was significantly less than that in the SSE. Management still

pushed for the removal of gg@@mp duty to stimulate trading and fend off international competition [931].

O Insert Figure 6 about here
Despite this dramatic shift com@it

SSE did not need to raise additional capi

the economic downturn at the beginning of the 1990s, the

rs due to its more diverse sources of income,
including exchange fees and the selling of exchaf&e &ation. Additionally, the board with limited
broker representation allowed the SSE to use revenu: T

invest in technology than the HSE

board. However, the fear of trading moving abroad to fina; centers gfph as London was discussed

continuously, even after the removal of the tax.
These factors had an impact on both exchanges, but the scale of theg varied significantly in
the two markets. The banking crisis and financial depression were more sev d due to the

collapse of the Soviet Union in 1991 (Englund & Vihriéld, 2003), whereas the Swedj cial

transaction tax had a direct impact on trading volume in the SSE. The divergence of int
brokers of different sizes was more visible in the HSE. Nevertheless, allowing remote broker O
the SSE trading system led to much criticism from brokers toward management [2154]. ﬁ *
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Antecedents of collective assumptions
; We categorize the SSE and the HSE as peers that are relatively similar in size in relation to the

Qfl opulation of stock exchanges, are interconnected with cross-listings and broker firms operating in
b

ex@hanges, and are geographically proximate (K. Lee & Pennings, 2002). We find multiple
esta®li raction practices among different actors in the industry, many of which were at the Nordic
level an Wenmark and Norway. Additionally, the HSE and the SSE shared collective
experiences of organj misfit driven by macro and local environmental factors. We theorize that as
organizational misfit incg@asggminteraction practices were employed to share the experiences. Based on
the similarity of these expc Gective assumptions on the future development of the stock

exchange industry emerged.

Joint interaction practices O

Joint interaction practices are repeated pattgfhs raction among actors from peer organizations
that can be both formal and regularly held or inform lady held. We find many such practices

among the Nordic exchange organizations. Since 1972, an eetingsdaave been held among the

Nordic stock exchanges [645]. Nordic SDAs also had official bia among themselves

[1041]. These meetings were at the level of the CEO and chair of the bo

4 ition to these official
meetings, there were many irregular events, such as stock exchange visits ﬁ@]. The
i

meetings focused on the exchange of ideas, experiences, and industry trends and on t ing of
common ways of operating [1004]. However, this exchange of ideas became more cauva
competition increased among the Nordic exchanges.
Interaction practices are maintained even when the market environment of the exchange indu@ﬁ P
stable. When there is turbulence in the market environment that causes organizational misfit, the O
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9 established interaction practices can be employed to find solutions to regain fit. Thus, these established
10
11 4 interaction practices can be considered dormant resources that can be activated when needed.

O Likewise, intergovernmental collaboration is well-established in the Nordics. For example, the

1: t iamentary Nordic Council was established in 1971. Nordic collaboration is taken for granted and
1? can ed at all levels of society. Such collaboration occurs not only within but also across the state
13 and in The work to harmonize financial regulations across Nordic countries and the official
;? working group regardin, unification of Nordic exchanges are good examples of this cross-level

;g collaboration among th ulators and managers of exchanges from different Nordic countries [976; 977,

24 1009; 2056]. O
25
27 Collective experiences during e Lerftgl change

¢ assumptions between the HSE and the SSE is the

31 collective experiences shared by the sto d the interconnectedness of the markets. We

33 define collective experiences as experience of markgf e nment changes that have similar

35 consequences in different markets. In our cases, the macr¢ @ mental changes had similar effects on
37 the development of both local and international competition in the t ck exchange markets.

39 The stock exchange industries across the Nordics and especiall Finland and Sweden

41 converged starting in the early 1980s, with an increasing number of cross- tivities. The first

43 foreign share to be listed in the SSE was the Finnish KONE company in 1982 7@ﬁrst foreign
45 share to be listed in the HSE was the Swedish AGA AB in 1985 [882]. Thus, there was@interest
46 across Nordic stock markets, but rigidities, such as regulations and broker restrictions, hin e@t
investments. Additionally, cross-listing is a signal of emerging international stock exchange compgfition

49 P
50 Nordic supervisory bodies aimed to harmonize regulations among Nordic countries [1009], and differeﬁ/
52 stakeholders pushed to improve broker movement among these countries [997; 1015]. O
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The most significant collective experience shared by the HSE and the SSE is the emergence of for-

profit option exchanges in the two markets. Technological development enabled the creation of derivative

Oxc nges based solely on ETSs. The Swedish OM (Optionsméklarna)—which was founded in 1983 [33]
n

ed options trading in mid-1985 [74]—was both the first commercially successful digital options
exc a pioneer of for-profit exchanges (Ernkvist, 2015).
I ﬂ& the HSE started investigating the potential of the futures and options market in

Finland [357; 369]. Howeygk, a bloc of HSE member banks and brokers initiated a second options

exchange initiative whi ntinuing to participate in the investigation of the HSE-led initiative [1631].

This second initiative la \@ the Finnish Options Market (SOM, Suomen Optiomeklarit) [372]. The
motivation behind the founding@OM was the competition between two banking blocs and the great

potential value of a for-profit optionsfgx ge,[1631].

Both Finnish options exchange projgf OM within a month of each other to investigate
the possibility of using the OM system in Finlandf] 1 @inally, in September 1987, the SOM was
founded, and the OM became a shareholder, with an stgke in the beginning [372]. This
launched the international expansion efforts of the OM. In ion to t] M and SOM, there were

multiple other option exchange projects, but none of them becamegfgunlitic the market [374; 381;

963; 1442].
The two exchanges also faced similar international competition, as the 0 ck Exchange’s
C

SEAQ system had started to trade major HSE and SSE stocks [1002; 2159]. The SS significant
fi

drop in trading volume during 1986-90 due to the financial transaction tax. In Finland, i If of

1992, 25% of transactions of Finnish shares were traded in London. By December 1992, afte C
of the stamp duty on stock exchange trades in May, this portion dropped to 9% [788; 993], which s ﬁ ¢

that local traders sought the least expensive trading venue. /O
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9 Constructing collective assumptions
10
11 4 As the external environment of the HSE and the SSE changed, the established joint interaction

13 ragtices were employed to discuss collective experiences of these changes. As a result, the exchanges
14
0 cO
exc

15 llective assumptions about how changes in the external environment would impact the stock

16

17 mgustry. We define these collective assumptions as jointly constructed interpretations among
18

19 peer or 1 egarding how changes in the external environment would impact their industry and

2 R .

2(1) organization in the future dadkarni & Narayanan, 2007).

;g With changes in chnological and regulatory environment, two collective expectations about

;g’ the future development Sf @k exchange industry emerged between the HSE and SSE. Furthermore,
;? these collective expectations ledito coMmon aims to survive and sustain performance within the evolving
28 industry boundaries and rules of comfetr irst, the shift from physical to electronic securities trading
29

30 and the deregulation of capital controls ¢ nt network effects, making large exchanges even
31

32 larger as geographical boundaries diminished. T & to large exchanges having better liquidity and
33

34 attracting more investors and more listing companiesyis virtuous cycle. The Nordic

35

36 exchanges feared that this would lead to the stock exchang ustry b ing dominated by a few

37

38 global exchanges and to national exchanges becoming extinct [20.

39

40 Second, the shift to ETSs required significant upfront investments j gy and changing the
41

42 cost structure from variable to fixed costs. Before electronic trading, fixed ¢ € , consisting

42 mainly of the physical stock exchange buildings and administrative staff. With ETSsgffic gfarginal cost of
22 an additional trade is minimal. The trading volume became central to keeping trading c ich

2; made stock exchanges more sensitive to slumps in trading volume than they had been in the O
43 electronic trading era. ﬁ *
5

51 These two collective assumptions led to three strategy frames for survival. First, as the restrictions /O
52

53 on investing in foreign securities and on foreigners buying Finnish and Swedish shares were lifted [346;
54

55

56

57

58

59

60
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378; 407; 965; 985; 987] and electronic trading removed geographical boundaries in trading shares to

balance the outflow of investments [356; 906; 911; 923; 950; 980], the SSE and the HSE needed to attract

O@r ign investors to trade in local shares [769; 961; 964; 2054].

cond, the exchanges had to keep the trading volume of Finnish and Swedish shares in the home
mar venting local investors from changing trading venues and attracting foreign investors to
trade s ir respective home exchanges [1002]. As only a few large companies in the Nordic

markets attracted internatjgmal interest, it was critical to keep the trading of these large companies in their

home market [205%; 2 The trading volume of large listed companies keeps national exchanges alive

to serve smaller listed cOmPanies§which have less liquidity and attract less international interest.
Third, the change in the c@ture with the adoption of ETSs meant that volume could be

increased by incorporating additionalfpr ts guch as options and bonds into the trading system [294;

386; 673; 702; 2065]. Although bonds wesf ed on the stock exchanges to some extent
(especially in Copenhagen [927; 928; 2059; 206@), @ the trading occurred over the counter, with
banks as intermediaries. Options, in turn, were trade S ated options exchanges. Technically
integrating additional products became simple in ETSs, bu aging diferent stakeholder interests

proved to be very challenging.

Joint search and the momentum of change Q

Based on their collective assumptions, both the HSE and the SSE searched Tor i solutions that
were aligned with the collective strategy frames. The HSE changed its ownership struc
collaborated with its local option exchange competitor, the SOM, to integrate trading system&
1001], and eventually merged with the SOM [1440]. The SSE focused on extending its product sc ﬁ P

with pushes into bonds and options to increase scale and efficiency [266; 288; 294; 702; 799; 2065]. Most O

interestingly, Nordic exchanges engaged in the joint search for solutions, including various configurations
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1

2

3

4

5

6

7

8

9 of trading system and organizational integration. This joint search produced multiple solution proposals
10

11 that failed at various stages. Regardless of these failures, the momentum of change was maintained due to
12

13 resgure from multiple stakeholders, and the Nordic exchanges continued to develop NORDQUOTE

14

15 r out the period.

16

17

18 Joint s r solutions

19

20 As collgfftive'assumptions were formed among peers, the established interaction practices were

21 . .. . L .

2 employed in the jo for solutions. This joint search occurred at both the state and industry levels.
;i Different Nordic actors c@various ways of organizing to increase scale and to better compete with
;2 international exchanges.

;; In 1989, the Nordic exchanSe®sify ~@ pn agreement to develop a common stock information system
29 [854; 2063] (NORDIX, which later be QUOTE [765]), and a working group was formed to
30

31 harmonize Nordic exchange regulation t6 w %stors from abroad [976; 977], especially since the
32

33 largest Nordic publicly traded companies have high@g volume in London than in their respective
34

35 home exchanges. The Nordic exchanges considered NOR @ an important tool to regain their

36

37 competitiveness. These developments were jointly deployed with m; ng efforts geared toward

38

39 international investors, where the Nordic markets were marketed as af§s arket [976]. Although

40

41 NORDQUOTE was the only project that was implemented and was in use @g in 1994 [1047;

42

43 1073], it was halted in 1995 due to a lack of interest among brokers [1052; 10

44 . . . . . . ..
45 The joint search was especially active in 1991 during the financial crisis. The a@as
46

proposal for a common Nordic exchange [958], which was strongly opposed by the Swedes
Norwegians [1660; 2055], and the formation of an official working group to merge the Nordic ex

nge
49 /\ *
50 [977] represented deep-integration solutions. The SSE’s push for a Nordic share list with the largest /

52 companies from each Nordic country and the proposal to provide members of one Nordic exchange with O

54 the opportunity to trade in other Nordic exchanges to improve liquidity represented lighter-integration
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solutions [2054]. These propositions converged mostly into reorganizations for scale and sharing of
4 technology. Despite various proposals for more integration of stock exchange organizations, nothing

Oo ete was realized until the incorporation of the exchanges due to disagreement on the form of deeper
@
1q

n among the stock exchanges and their stakeholders.

Mai e momentum of change

The p@ emerging from the joint search for solutions were unsuccessful. The main problems
were the diverging 4 etween small and large brokers and between brokers and stock exchange
management. Then, stoglfe ¢ management, especially between Copenhagen and Stockholm, fought

to become the financial ce Grdics. However, the Nordic exchanges maintained their
interaction practices and continu @m in the joint search for solutions [2059; 2061; 2074].

We identify two forces that help ahe momentum of the joint search for solutions. First,
various external actors pushed the exchahge ward integration, and this discussion spread to
local business media outlets. These external actors Wer: ady active in the early 1980s in initiating

Nordic stock exchange collaboration. In 1980-1983, Swe ate stock investors’ representatives

[642], the Nordic union of industrial companies [657], and even the t Swedish business newspaper,

Dagens Industri [2050], publicly endorsed the idea of a Nordic exch e late 1980s, major Nordic
industrialists in the influential European Roundtable of Industrialists pus dic integration
beyond that in the European Community—one part of this integration involve ting#d Nordic stock

exchange [2068]. Later, in the early 1990s, the Danish industry was active in promotingfthe id¢n of a

Nordic stock exchange [2149]. &
C b L 4

20

Insert Table 2 about here
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Second, NORDQUOTE, the project to build an information exchange system among Nordic stock
exchanges, started in 1989 [854; 2063], and the development of this system continued until 1995 [1099].
ORDQUOTE was supported by the management of different Nordic exchanges, the system was often

18 d in joint interaction events, and many proposals that resulted from the joint search were
exte this system. For example, the Nordiclist proposal, which involved having a share list of
major Qﬁanies, was planned as part of NORDQUOTE [2054]. However, SDAs in Sweden,
Finland, and Norw

ay nev pported the system and prevented the development of additional features

that would have made ordic stock exchanges more integrated [1052; 2058]. Nevertheless, having an

@\omentum in the joint search for solutions.
Pioneering organizational foQ@

ongoing project helped

The stock exchanges took several stgfi§ eir collective assumptions about the changing

environment. They adopted ETSs [389; 847], opgfte changes for remote brokers [1058; 2154],
added new products to the exchanges [294; 386; 67 : the HSE and SOM integrated their

ETSs [412; 973; 1001]. However, there were further stepsy y local @ad cross-border organizational

integration, that were overwhelmingly unsuccessful. This further
experienced misfit of the Nordic stock exchanges. In particular, the increg$fmglgmdivergent interests of
different stakeholders were challenging to reconcile. This gradually led to Qc e assumption that
the nonprofit form did not suit their perceptions about the changing environment.

The similar for-profit option exchanges in both countries that were efficient and V@

ble
provided suitable organizational guidelines for the changing environment. In particular, as th§safile

e collectively

stakeholders, such as banks and brokers, operated at both stock and options exchanges, the discrepaggi % P

between the stock and options exchanges were made visible to the management and boards of the stock /O

exchanges. In Finland, the banks and brokers that were stakeholders in both the HSE and SOM were
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actively pushing for incorporation of the HSE and merger with the SOM, whereas the management of the

HSE and the representatives of listed companies were passive but not against incorporation. In the HSE,

us decision-making [432].

O«h all main stakeholders were activated, the incorporation process itself was very smooth, with
X

ility to raise funding through retained earnings and equity for further investment in
techno y benefit of the for-profit organizational form [428]. This was especially important

for the HSE, as the financighcrisis showed that the cooperative form did not respond well to financial

shocks. In the SSE; thr out the late 1980s, there was a heavy push for incorporation by the CEO of
the SSE to gain more fl¢ 1@ decision-making. This was opposed by some of the left-wing political
representatives on the board [7@/ever, with the law that removed the SSE’s monopoly status in
1992 [250; 261], the resistance of th@c representatives was overcome, and the incorporation
process moved forward [1671; 1674].

The for-profit form also enabled stock exc( ers. Stock exchange stakeholders saw that the
separation of ownership and membership solved mt@ flicts between small and large

members were no longer an issue, as ownership was no lo ased opglyual voting rights among

members but rather share ownership. Conflicts between brokers t were eliminated, as the

stock exchange’s mission changed from minimizing trading costs and, t izing benefits for
members to maximizing shareholder value. In the era of local and internatio 0 hange

competition, trading costs are kept low through price competition. Stock exchange s ers believed

that decision-making became more efficient [2161].
The SSE and the HSE were incorporated in 1993 and 1995, respectively, to improve th D
of decision-making [1091; 2162]. Additionally, the HSE’s merger with the SOM and internationaliRai % ¢

were considered reasons to incorporate [469; 471; 1439]. HSE management considered incorporation a /O
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9 necessary step toward mergers and internationalization to increase scale and improve competitiveness
10

11 with foreign exchanges.

12

13

14 Discussion

15

1? e main contribution of our study is to expose peer interaction as a previously unidentified factor

imation that contributes to pioneering organizational form adoption, particularly when
dustry

new-to-the- organizational forms are introduced by established organizations. We propose that in

22 addition to being for diffusion (DiMaggio & Powell, 1983; K. Lee & Pennings, 2002),

24 interaction among peer e af) engine of pioneering organizational form adoption. Established
26 interaction practices, which are om: across many sectors in the Nordic inclusive business system
28 (Hotho, 2014), can be considered do@abling resources for organizational renewal that can be

30 activated during times of organizational

31
32 The organizations in our case study emplo@hed joint interaction practices to share how

34 they experienced changes in the technological and r irgnment, which resulted in collective

36 assumptions. These were a result of the enactment of the and locadenvironmental drivers through

peer interaction. These collective assumptions amplified the percej rganizational renewal

(Nadkarni & Narayanan, 2007). For example, the collective assumption obal stock exchange
industry would become dominated by a few global stock exchanges induce stock exchange

stakeholders and created an urgency to scale up, which contributed to the pioneering gffandational form

45 adoption. Retrospectively, we know that national exchanges are still commonplace, an nge

47 companies have consolidated to operate multiple national stock exchanges. Today, the stock &c

es
49 Copenhagen, Helsinki, and Stockholm are operated by Nasdaq, whereas the Oslo Stock Exchange @ﬁ P

51 owned by Euronext.
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Pioneering organizational form adoption is more likely to occur among organizations that have

peers with which to interact for two reasons. First, due to the lack of a benchmark within the industry for

lective assumptions and jointly search for an organizational form that would fit their

Or izing in the changing environment and the collective experience of organizational misfit, peers can
&

before

assupfti econd, interaction among peers can legitimize the organizational form in the local context
tion. As the first adopter is convinced that there will be followers, the barriers to

becoming the pioneer becgime lower. Thus, the first reason focuses on finding a technically efficient

solution, and the s€con son focuses on establishing legitimacy for the new-to-the-industry

e@kao, 1997).

The extant institutional lit@faturethas presented evidence of pioneering organizational form adoption

organizational form (Ha
by both peripheral (Leblebici et al., 18913

because the latter have fewer legitimacy constrai
However, peer interaction might also be an importan

for elite actors. For example, Greenwood and Suddabby (

ering organizational form adoption
studied gMroup of elite actors in the
accounting industry that introduced a new organizational form andgdesfib frequent interactions
among these peers. Thus, we put forth the following proposition.
Proposition 1. Pioneering organizational form adoption by e
organizations is more likely when such organizations have establishQ
interaction practices with their peers. O
We emphasize the importance of peers in pioneering adoption when there are no bench c
.
Copenhagen (1996)—were all peers. Then, they were followed by Amsterdam (1997), the Borsa Italiana /O

(1997), Australia (1998), Singapore (1999), and Athens (1999) (Aggarwal, 2002; Zanotti, 2012). Thus,

within the industry. The first three for-profit stock exchanges—Stockholm (1993), Helsinki (1995)
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after initial adoption, diffusion continued through isomorphic forces (DiMaggio & Powell, 1983; Guler et

al., 2002; Strang & Soule, 1998; Weber, Davis, & Lounsbury, 2009). However, there is a need to revisit

Ou ics that have found peers to be a channel for the mimetic diffusion of organizational forms (e.g., K.

e ennings, 2002) and analyze whether peer interaction was present among the first adopters. If that
is th n we should observe initial diffusion among peers and then a decrease in the role of peers
as the tional form becomes more prevalent. Thus, we put forth the following proposition.

Propositio As the number of adopters of the new organizational form

incrcases influence of peers in further diffusion decreases.
The established in r@ractices that were maintained during stable periods and employed for
the joint search during turbulen@ support the idea of experimental spaces, in which actors can

protect themselves from institutional @is caand experiment with new solutions (Zietsma & Lawrence,

2010). Our findings also support Furnari’g rg@Psition that although spaces for interaction
facilitate the generation of new ideas, there is a (®cessful interaction rituals and catalysts to
maintain the momentum of change.

However, the interaction practices that we observe d rom intgfB¢itial and experimentation

spaces (Furnari, 2014; Zietsma & Lawrence, 2010) in an importa re not only spaces for

collaborative experimentation (Lawrence et al., 2002). Many of the solug

peers, were generated independently from peers. The interaction practices t € were spaces
ct

for information exchange and the sharing of experiences, where through repeated co &:cﬁve

ugh they included

assumptions evolved (Nadkarni & Narayanan, 2007; Powell, Packalen, & Whittington, g the

changing global environment and adoption of different organizational aspects, such as ETSs,

information and experiences shared in these spaces converged around collective assumptions. StocOﬁ L 2
exchange stakeholders became a community with a common fate (Powell et al., 2012). These spaces for /O

interaction are a structural element for a subset of actors in the global industry that adds an element of
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structural vulnerability during industry reconfiguration, which makes these peer organizations more

poised to pioneering organizational form adoption.

O We also contribute to the calls to bring the environment back to the study of organizational form
&

by analyzing the environmental context at multiple levels (Hotho & Saka-Helmhout, 2017).

o nstitutionalism research has mainly treated the institutional environment in a static way,
focusin! 1] ces between countries (Deeg & Jackson, 2007). Few studies have considered

interaction mechanisms beggeen actors across countries (Schrage & Rasche, 2021). We show that peer

interaction can be a me ism for updating the institutional environment and can induce institutional

convergence across coutlt
in times of technological chang@ & Jackson, 2007).
Instead of treating the environu@\ xt as unique to each case, we propose a multilevel model

of pioneering organizational form adopti allows us to consider both the macro
T

s. Aggsuch, peer interaction can become a comparative institutional advantage

environmental drivers shared by stock exchange e world and the local environmental drivers
unique to each exchange. Between these two levels, i vel, where the environmental

context is shared by a group of socially proximate commu of actoggln our case, the exchanges as a

subset of the global stock exchange population. Within this inte el, established joint

interaction practices serve as dormant enabling resources for organizatiog re 1 that can be activated

during periods of environmental turbulence. Our methodological approach istinguish the

levels of contextual factors that contribute to the pioneering organizational form ado

specifically, expose the interconnected role of the three levels in creating organizationa

g1t eir
effect on peer interaction.
Our model of peer-interaction-induced pioneering organizational form adoption integrates a ﬁ *

coevolutionary perspective and takes a historically embedded view (Lewin et al., 1999; Lewin & /O

Volberda, 1999). Thus, it allows researchers to take a longitudinal perspective on industry reconfiguration
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9 and study the highly complex and, many times, long processes of pioneering organizational form
10
11 4 adoption. In our case of stock exchanges, the pioneering adoption of the for-profit stock exchange

Or izational form is only one organizational episode in a continuous organizational change process

14

15 S s & Chia, 2002). This episode of for-profit stock exchange emergence was preceded by other

16

17 signif§€a anizational changes, such as the adoption of ETSs and the removal of trading floors. The
18

19 organiz@%@e process continues today with the ongoing consolidation of stock exchange

20 .

21 companies.

;g We only stuﬁraction in the Nordic stock exchange context, the members of which have
;g’ multiple similarities tha et peers (Hotho, 2014; Kristensen & Lilja, 2011). However, we cannot
;? analyze the prevalence of peer i@yn among countries belonging to other business systems or across
28 different business systems (Hall & Sqgk1 0Q1; Hotho & Saka-Helmhout, 2017; Whitley, 1994). Thus,
29

30 there is a need for further investigation o eristics, e.g., institutional, cultural, and

31

32 geographical proximity, are most important for per &ion to emerge. Additionally, we looked at

33

34 exchanges that initially operated in nationally demar hich might lower the barriers to peer
35

36 interaction, as peers do not form an immediate competitiv at. Furt laboration is needed to

37

38 understand the dynamics of peer interaction when peers operate ingffic gam et, making them

39 ]

40 competitors.
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; : Figure 5. Share turnover in Swedish krona (Finnish mark converted using annual averages)
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Table 1. Archival sources

Archive Key records Period of
coverage
Annual reports, board minutes, 1983-1999
strategy documents
Board minutes, planning 1987-1999
documents, contracts, strategy
documents, financial reports,
correspondence
Financial Finnish Bank Inspectioffar S Annual reports 1989-1995
Supervisor
Regulator | Finnish Parliament e-archi cuments from parliamentary | 1980-1998
Library of Parliament s, minutes from plenary
Bank of Finland archives c s, minutes from
Brokers Finnish Association of Securities Board minute, egy 1993-1995
Dealers archives documents
Media Kauppalehti archives News articles 1988-1997
Talouseldma archives
Suomen Kuvalehti archives
Sweden Archive Key records
SSE SSE archives at Swedish National Board minutes, strategy 1991
Archives documents, correspondence
b L 4
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Board minutes, planning
documents, regulatory meeting
notes, strategic plans, firm-
internal documentation, annual
reports

1984-1994

Supervisory records on the
OM’s license, operation,
product introduction, regulatory
processes, international
activities, technology, and
organizational structure

1984-1994

Hearings, meeting notes,
discussion notes, regulatory
proposals, correspondence with
financial actors, legal experts,
academics, and interest
organizations

1987-1992

oM OM founder Olof Stenhammar’s
personal archives at the Centre of
Business History

Finad€1 oyal Bank Inspection archives on

Supervi eHdHM

Regulator | Financial §gfatiorRarchives
Ministry of Figance ives at
Swedish National Archiv@s

Brokers Swedish Securities Dealer
Association (SSDA)

Media Royal Library collection: Dagens

Industri, Dagens Nyheter, Veckans
Afféarer

1985-1994

s, magazine

1978-1997

Organization Studies

C..

e,

DOI: 10.1177/01708406211024570





