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ABSTRACT

The concept of a “category’ and the social process of “‘categorization”
occupy a crucial place in current theories of organizations. In this
introductory chapter to Research in the Sociology of Organization’s
volume on Categories in Markets: Origins and Evolution, we review
published work in various streams of research and find that studies of
organizational forms and identities, institutional logics, collective action
frames, and product conceptual systems have key commonalities and
predictable differences.

1. INTRODUCTION

Categories and categorization processes in markets are thriving topics that
span a number of literatures within the sociology of organizations. In this
chapter, we identify common grounding points as well as key differences in
this area of research, and we end by highlighting the contributions made by
the chapters in this volume. Our aim, both in this introductory chapter and
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in this volume, is twofold. First, we hope to make this vast, diverse literature
accessible to those who do not work on categories directly. Second, we hope
to encourage those who work on them to be stimulated and provoked by
ideas from other perspectives.

Before continuing, we would like to note that research in categorization in
organizational studies cannot be thought independently of the work in
categories in other areas of sociology. Excellent reviews and special issue
volumes already exist, most relevantly on symbolic boundaries (Pachucki,
Pendergrass, & Lamont, 2007), on boundaries in general (Lamont & Molnar,
2002), on culture and classification (Baumann, Dowd, & Janssen, 2009),
and on culture and cognition (Cerulo, 2010). Our chapter is offered as a
complement to these recent analyses and it is organized as follows. In the
next section we describe early and recent approaches to the study of
categories and organizations. Then, we discuss points of convergence and
distinction of these approaches. We conclude with an overview of the studies
included in the current volume.

2. CATEGORIES AND CATEGORIZATION IN
ORGANIZATIONAL RESEARCH

Many of the theories addressing categorization emanate from a branch in the
study of organizations that views organizations and their environments as
their focus of analysis (Scott, 1981). These theories engage with collective
processes to explain social behavior, events, and mechanisms in and around
organizations, and commonly read categories as socially constructed
partitions that divide the social space and the distinct meanings associated
with them (Durkheim & Mauss, 1963). Like other entities, organizations
are subject to categorization. Categorization defines organizational identities,
what organizations are expected to be by their members and other social
agents. How organizations are placed within collective categorization systems
affects the social, cultural, and material resources available to them.
Knowing this, they often try to shape category systems and influence the
choice of categories into which they are classified. Thus, understanding
organizations’ relationship to their environments often requires under-
standing categorization systems.

Categories as a conceptual tool for understanding organization—environment
relationships has appeared in work on organizational forms, meaning systems
in institutional fields, product classification systems, and social movement
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frames. In these lines of research, categories were discussed as a part of
broader cultural norms and rules; as a result, constraints of categorization
were viewed as applying to all organizations within a domain or at least to
very broad sets of them. In our view, the publication of Ezra Zuckerman’s
“Categorical Imperative” paper (1999) marked the beginning of (and was a
key impetus for) the remarkable level of recent interest shown by
organizational theorists in research using the idiom of categories (see also
Hannan, 2010). One of Zuckerman’s contributions was to demonstrate that
cultural rules and norms apply in a more differentiated way. His work also
identified more specific agents and mechanisms involved in at least enforcing
categories, if not creating them. Among other things, this added differentia-
tion opened up opportunities for defining new problems and making empirical
analysis more tractable. In the rest of this section, we review the antecedents
of interest in categories in prominent research programs in organizational
studies. We then proceed to review more recent work, organizing our
discussion in terms of common themes and different perspectives.

2.1. Antecedents

New institutional theorists emphasized cultural and cognitive processes
driving organizational homogeneity, highlighting how the societal belief
systems and cultural frameworks in which individuals and organizations are
embedded shapes the practices and behaviors they adopt (Meyer & Rowan,
1977; DiMaggio & Powell, 1983). Shared cognitive structures such as taken-
for-granted scripts, schemas, rules, and norms play a powerful role in
shaping and mediating the regularity of social behavior (Zucker, 1983;
DiMaggio & Powell, 1991). Cognitive structures come to be shared as a
result of three processes (Berger & Luckmann, 1966). First, behaviors
adopted by actors in order to solve recurring problems become habitualized
with minimal effort in response to particular stimuli. Second, behaviors are
typified by developing common definitions linked to habitualized behaviors.
Third, typifications are transmitted broadly so that actors who lack direct
knowledge of their origins also treat them as “‘social givens.”

The concept of institutional logics (Friedland & Alford, 1991) gained
particular interest as an analytical tool to study clashes in the assumptions,
values, beliefs, rules, and schemata that provide meaning to material practices
(Lounsbury, 2007). This has entailed a view of institutions as being in tension
with each other, allowing for ambiguity, multiplicity, and contradiction to
sow the seeds of change (Haveman & Rao, 1997; Clemens & Cook, 1999).
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However, cognitive frameworks and processes do not automatically produce
significant change. Change is shaped by the interaction of schemas with social
networks and other resources in processes of diffusion, innovation, and
mediation (DiMaggio, 1997; Strang & Soule, 1998).

Beyond organizational institutionalism, the concept of organizational
form played a prominent role in theorization within organizational ecology.
A form was initially defined as ““a blueprint for organizational action,”
assuming a particular configuration of core properties and specific patterns
of input—output activities (Hannan & Freeman, 1977, 1986). A form’s
blueprint can be inferred from the formal structure of the organization but it
depends on its cognitive order — the ways of organizing that are defined as
right and proper by relevant sectors of the environment.

Sociological theories of markets also conceptualized the social structure
of markets as comprised of cognitive models and cultural rules as well as
material resources and positions (White, 1981; Leifer, 1988; Baker &
Faulkner, 1991; Podolny, 1993). These models enable producers to identify
their rivals (Porac & Thomas, 1990; Porac, Thomas, Wilson, Paton, &
Kanfer, 1995) and make critical decisions like volume of production and
price to charge (White, 1981). They enable clients of organizations to
estimate quality (Podolny, 1993) and allow consumers to evaluate products
(Rosa, Porac, Runser-Spanjol, & Saxon, 1999). In this conception, market
social structures are heuristic systems, or cognitive tools, that enable
economic decision-making. They often have self-reinforcing dynamics. For
example, pecking orders of quality and status tend to persist among
producers as behaviors of producers and consumers reproduce structural
inequalities (Podolny, 1993; White, 2002).

The significance of categorization has also been highlighted in research on
the collective action frames that activists develop to organize constituents.
The concept of frame as used in the study of social movements is derived
primarily from Goffman’s (1974) work on frame analysis, and applied by
Snow and Benford and their collaborators (Snow, Rochford, Worden, &
Benford, 1986; Snow & Benford, 1988). In this interpretation, frames denote
“schemata of interpretation” that enable individuals to locate, perceive,
identify, and label events within their life space and the world at large. Frames
function to organize experience and help to render events meaningful.

2.2. New Approaches to Categorization

While these theories of organizations addressed categorization, they mainly
did so by considering categories implicitly as components of the external



Research on Categories in the Sociology of Organizations 7

environment. Zuckerman’s (1999, 2000) work was the first to explicitly draw
attention to category systems as taken-for-granted constructs that influence
market behavior and market outcomes. In his research on financial markets,
he found that firms that fail to establish themselves clearly as members of
financial analysts’ categories are less likely to receive coverage by analysts
specializing in their industry. Such inattention reduces attractiveness to
investors and impairs their value on the stock market and makes the price of
their stock more volatile (Zuckerman, 2004). As a result of this selection
process, firms are generally pressured to behaviorally conform to the
category systems employed by their audience (Zuckerman, 2000).

Phillips and Zuckerman (2001) extended this perspective by developing a
two-stage model of market competition describing an interface between two
sets of actors: candidates and audience members. Candidates present offers
to the audience for valuation and consumption, and the audience screens,
selects, and consumes them. In the screening process, audience members
must be able to compare offers with one another in order to make a choice;
clear membership in a market category facilitates this.

Three key insights of this work have had significant impact on
organizational research: (1) category boundaries are controlled by the
perceptions of an audience, (2) they are consequential for organizations’
interaction with other social actors, and (3) they can be studied empirically
by using data on intermediaries’ or other audiences’ classification
systems. The fact that this abstract theory about categories could resonate
simultanecously with work on institutionalized rules and expectations,
organizational forms, movement frames, and product classification systems,
contributed to its influence.

The shift of attention to audiences and category boundaries has
reoriented work within organizational ecology (see also Hannan, 2010).
Most fundamentally, it has led to an effort to clarify the organizational form
concept. According to Hannan, Polos, and Carroll (2007) (see also Polos,
Hannan, & Carroll, 2002), categories emerge as audience members recognize
similarities among groups of producers and come to regard and label them
as members of a common set. If and when there is a high level of collective
agreement about the cognitive model detailing what it means to be a
member of the set, it is referred to as a category. And if the schema for the
category becomes highly taken-for-granted such that audience members
automatically assume that producers with the label have schema-consistent
features, it is regarded as a form. The shift is evident in that forms are not
distinguished by organizational architectures but involve social and cultural
typifications. Forms constitute a key part of producers’ identities; when
producers are accepted as a member of a form, audiences assume
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satisfaction of form codes by default. This new conceptualization pushes us
to focus on the perceptions of audience members when specifying forms and
their boundaries. This is a marked shift from earlier empirical approaches,
which relied largely on industrial or product-market distinctions to specify
organizational forms (Hsu & Hannan, 2005).

This emphasis on categorization has led to reformulations of other
theories within organizational ecology, including density-dependent legit-
imation (McKendrick & Carroll, 2001; McKendrick, Jaffee, Carroll, &
Khessina, 2003), niche theory (Hsu, 2006; Hsu, Hannan, & Kogak, 2009;
Negro, Hannan, & Rao, in press-b), and resource partitioning (Hannan
et al., 2007). Overall, this focus on categories draws renewed attention to
the issue of diversity by highlighting the coexistence of multiple forms,
blending and segregating processes, and new form emergence as vital
components of organizational evolution (Hannan & Freeman, 1986;
Hannan et al., 2007).

The categorical imperative argument also resonates with organizational
institutionalism’s focus on isomorphism. Cognitive structures and cultural
frames, which had been an undercurrent in new institutional research, have
since risen to the surface. Scott, in his Institutions and Organizations book,
classifies shared conceptions and frames conveying meaning as the cognitive-
cultural pillar of institutionalization, and characterizes categories and schema
as symbolic systems that carry this pillar (Scott, 2008; Scott & Davis, 2008).

In recent years, institutional theories have moved away from a focus on
explaining homogeneity toward a focus on sources of institutional change.
Institutional logics connect meaning to material practices and bring
cognitive-cultural schemas even more to the front as the motor for agency.
Social agents are viewed as having the ability to apply a range of schemas,
including those learned in other contexts, to understand and negotiate
experiences (Swidler, 1986; DiMaggio, 1987; Sewell, 1992). As an example,
Clemens (1993) demonstrates the role of organizations as carriers of cultural
templates developed elsewhere in the environment in her study of American
women’s groups in 1890-1920. She finds that women’s groups excluded
from the organization and practices of electoral politics were motivated
to discover or invent new channels for their political activities. For example,
they copied business methods, drawing on corporate forms and cash
exchanges to replace personal service as the medium for social action.
Similarly, Schneiberg’s (2002) study of fire mutual organizations finds that
mutuals became more viable as they adopted theories of economic order
that rejected corporate liberalism and embodied a vision of decentralized
cooperatives of farmers, merchants, and independent producers.
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3. COMMON GROUNDING POINTS OF NEW
APPROACHES TO CATEGORIZATION

Because work on categories is a topical, as opposed to a paradigmatic, arca
of research, it embodies a diverse array of approaches. Yet different research
programs have become blended as they ask similar questions about how
category systems emerge, how they are used, and how they develop. It is
often difficult to draw clear boundaries around research programs as articles
incorporate orienting assumptions and investigation methods from different
perspectives. Therefore, as we review the more recent work below, we also
follow a topical organization. In the next section, we elaborate on several
key grounding points that connect contemporary research on categoriza-
tion. In the following section, we highlight the differences that remain
identifiable among different perspectives, and how they contribute
differently to research on categories.

3.1. Focus on Meaning Systems

Research on categories is distinctive in its focus on meaning rather than
structure. This is not to deny the importance of social structure and
organizations’ positions in status hierarchies, role divisions, or other
partitions of the social space. Rather, organizations’ ability to access
material and symbolic resources is increasingly seen as mediated by the
meaning systems that audiences hold (DiMaggio, 1992). The mediation and
the meaning systems themselves are construed somewhat differently by the
various perspectives on which category researchers build on, but some basic
elements are common.

Categories as mediation systems give meaning to market entities — agents
and products. Zuckerman, Kim, Ukanwa, and von Rittman (2003) provide
an illustration of meaning giving in their study of career dynamics among
U.S. film actors. They find that newcomers to the film industry who
specialize by concentrating their roles in fewer genres have a higher likeli-
hood of future employment. This occurs because patterns of participation
across categories provide signals of an actor’s expertise to audience members;
actors who participate in multiple categories are viewed as lacking expertise
in each category. On the other hand, specialist actors are recognized as
having skills appropriate for the particular category (or categories) they
participate in, but run the risk of being seen as lacking the skills necessary for
other categories.
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In another study of the U.S. film industry, Baker and Faulkner (1991,
pp. 283-284) argue that category meaning follows enactment of roles in
markets. They define market roles as resources “used to pursue interests
and enact positions.” In the wake of the blockbuster era when
formulas for success were unknown, separation between commercial and
artistic functions in filmmaking offered viable solutions to the problems
of organizing cultural production. Art was viewed as created in the
expressive domain, while business was conducted in the commercial
domain. At the same time, the enactment of consolidated artistic roles,
like the hyphenate writer-director, allowed directors and screenwriters to
maintain  aesthetic control over cultural projects and restrain
producers’ bargaining power. Categories emerged from observed role
claims, and then became diagnostic of the behavior audiences can expect
of market actors.

In a study of the U.S. minivan market, Porac, Rosa, and Saxon (2001)
argue that markets are created when potential buyers and sellers begin to
connect an artifact with shared conceptual systems that define the physical
attributes, uses, and value of the artifact in question, that is, whether the
minivan has sliding doors, is used for family transportation, is a practical
vehicle, and so forth. Central to the dynamics of market creation is the
process of attribute abstraction that inserts products into a particular
identity class through conversations across and between producers and
consumers. In a related study, Rosa et al. (1999) find that market stories are
critical sensemaking tools among participants in a social system that can be
linked to market stability. They find that key differences in the nature of the
stories used by consumers and producers to interpret one another’s behavior
emerge as a category stabilizes. In particular, consumer references to the
emerging minivan market category label decline as the product category
stabilizes, while producer references increase. As a category stabilizes,
consumers increasingly focus on specific attributes rather than the category
in their sensemaking efforts. On the other hand, producers increasingly rely
on category labels in the attempt to convince consumers that their product is
the best representative of that category.

Second, categories as mediation systems are flexible, so categorical
boundaries reflect fuzzy perceptions rather than rigid structures (Porac et
al., 1995; Hannan et al., 2007). In this formulation, meanings are not unified
systems that act as stand-ins for the material, concrete structures.
Agreement among producers and consumers stabilizes the market by
facilitating information flow, thus expediting the assimilation of new
products and new uses for old products, but boundaries are permeable as
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well as unstable. Research also links category flexibility to audience
reactions to nonconforming market offerings. For example, Rosa et al.
(1999) demonstrate that in unstable categories, atypical products are more
acceptable. Negro, Hannan, and Rao (in press-b) and Kovacs and Hannan
(this volume) argue that categories with fuzzier boundaries present weaker
schematization and thus entail lowered penalties for category spanning.

In studies of social movements, frames help to render events significant
and to organize experience and guide action (Snow & Benford, 1988). Here,
flexibility is tied to the interplay between frames specific to a movement’s
grievances and master frames, which function as meta-categories, like
“justice” or “‘democracy” (Snow & Benford, 1992). Koonan (1995) shows
that activists can bend a movement’s frames but preserve its master frame in
a study of 1950s—1960s political mobilization in Chile. Women mobilized
organizational efforts for equal rights — the democracy master frame — first
using a specific feminist frame, but were defeated by political party
opposition. Later they started using a maternal frame based on their
traditional role in the family. Because the authoritarian regime respected
motherhood and family, women gained a mobilization opportunity at a time
when men were silenced.

Third, the meanings and boundaries inherent in categories shift over time
along with the structure of material rewards and opportunity. Mohr and
Duquenne (1997) and Mohr and Guerra-Pearson (this volume) trace
taxonomies of social welfare organizations in late 19th century New York
City and illustrate how the boundaries distinguishing these organizational
forms in New York City shifted between the period of poverty relief (using
data from 1888) and the Progressive era (using data from 1917) in
concomitance with changes in the identification of categories of poor
persons receiving assistance. And, Thornton and Ocasio (1999) show that
the change of institutional logics in the publishing industry from an editorial
to a commercial focus redirected managerial attention and resources from
internal to acquisition growth as well as from organic to adversarial
relations between publishers and authors.

Focusing on the evolutionary stage of category systems, Ruef and
Patterson (2009) study early credit classification and show that organiza-
tional membership in multiple categories is less problematic when
classification systems themselves are emergent or in flux. As schemas
became institutionalized, boundary violations receive greater attention and
penalty by credit reporters. Conversely, the risk of a downgrade in market
valuation also attenuates significantly when spanning multiple categories is
widespread (Rao, Monin, & Durand, 2005).
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3.2. Emphasis on Audiences in Category Emergence and Development

Category systems are commonly viewed as collective constructions rather
than univocal mandates. Meaning is created not by a single authority or the
researcher, but by diverse audiences.

In neo-institutional theory (Meyer & Rowan, 1977; DiMaggio & Powell,
1983, 1991), the threat of being viewed as illegitimate by important
audiences pressures organizations to conform. The multiplicity of audiences
and their category systems can generate diverging pressures to conform.
Market agents address such pressures in multiple ways. One way is to
separate domains, buffering from contradictory expectations. Studying
scholarly reputations, Clemens, Powell, Mcllwaine, and Okamoto (1995)
argue that academic disciplines’ rewards for publication of journal articles
versus books reflect the relationship of those disciplines to their audiences.
Private universities privilege books while public universities privilege journal
articles — books can generate conversations across subfields and disciplines
and demonstrate diffuse relevance of scientific findings, whereas articles
serve as the main output of evaluation within the field. These different
orientations result in partially distinct career trajectories. Another solution
is to challenge existing institutions — institutional entrepreneurs are
individuals and groups of individuals that build new institutions out of
established ones (DiMaggio, 1991; Garud, Hardy, & Maguire, 2007). Third,
contingencies can bring market actors to adjudicate which category systems
are more appropriate in a given occasion. Glynn and Lounsbury (2005), for
example, show that the critics applied an aesthetic logic in their evaluations
of a symphony orchestra’s performances before a strike but shifted to a
commercial logic after a strike.

In studies of collective action, successful mobilization depends on linking
movements’ frames with those held by the target audiences, tapping into
collective beliefs, or constructing collective identities that are congruent with
those held by specific audiences. Moore (1996) shows that intense scrutiny
about their political and military interests caused scientists to create new
organizations like SIPI, UCS, and SftP. These new organizations avoided
association with partisan groups and redefined scientific research as oriented
to the public interest and sponsor-free. Rao (1998) shows the importance of
audience support for the outcome of competition among frames: when rival
entrepreneurs promote incompatible frames, the frame that enjoys greater
political support from the state, professions, and other organizations
becomes ascendant. And Lounsbury and Rao (2004) argue that powerful
producers are in a better position to preserve the existing structure of
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categories. Industry media tend to be particularly attentive to the interests of
dominant incumbents because they often rely on them for information,
support, and revenue. So, some producers affect category construction; and
the level of their influence mediates the creation of new categories.

Some research explicitly considers distinct audiences, including consumers
(when studying the emergence of product-market categories) and managers
(when studying the construction of competitor sets). Various segments
of the audience engage in collective sensemaking and language, media
coverage, and publicity become reflections of their collective agreement
(Rosa et al., 1999; Kennedy, 2005). Alternatively, market mediators such as
analysts and professional critics assume a more active role on one side of the
interface as interpreters of actions for the other side (Hirsch, 1972;
Zuckerman, 1999). If categorical divides are accepted by audiences, organi-
zations that do not attend to them meet market disappointments.

Most research assumes that collective consensus is the basis for category
formation. A different perspective emphasizes specific actors such as states
in forming new categories. In a comparative study of categorization systems
of American and French winemaking, for example, Zhao (2005) argues that
the state as a source of classification influences organizational practices and
strategies. Grape variety, geographic origin (appellation), and vintage
influence classification, but French wines are classified primarily by
geographic origin and American wines by grape variety. The French system
is built on the principle that the environment (terroir) suitable for a grape
varietal is unique. The principle has been historically sanctioned in the
practices of winemakers as well as in the law. As a result, varietals tend to be
spatially more concentrated. In the United States, the classification system
does not constrain which varietals can be planted. Winemakers have carried
out experiments to plant a number of varietals within each region and across
regions, and varictals are more geographically dispersed.

Audiences can be differentiated. Organizations that seek to engage
different audiences may encounter conflicting expectations. Zuckerman and
Kim (2003) show that when critics who specialized in releases of major
distributors reviewed a film and “certified” it as fit for the mass market, then
the film obtained a larger box office success. On the other hand, films that
attracted the attention of these critics were less successful in the independent
segment, which defines itself in opposition to the majors. Categorization by
one audience constrains how products and producers are identified by
another.

Hannan et al. (2007) focus on a similar conception of audiences. They
conceptualize organizational niches in terms of audience tastes, and
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producers’ positioning in categorical schemas. Relevant audience segments
generally include ““insiders” — the members or employees of producer
organizations — and various kinds of ““outsiders” — buyers and suppliers,
investors, critics, regulators. Moreover, producers are audience to each
other. A central idea in this audience-based theorization is that organiza-
tional fitness (success) depends on the appeal that producers’ offerings
obtain at the various social positions. In particular, appeal increases with fit
to category schemas and with the producer’s engagement at the position.

The formation of consensus among audiences on which labels to apply to
sets of producers or offers is the seed of categorization systems. And
disagreement about which producers or offers deserve a label, or disagree-
ment about the meaning of the label, can be a spark for collective
contention. For example, the microbrewery movement described by Carroll
and Swaminathan (2000, p. 725) supported artisanal production and
developed in antagonism toward industrial, mass-produced beer.

Besides the feature similarity model of form emergence (Hannan et al.,
2007) described in the previous section, one prominent question is how the
shared cognitive models that guide market action develop in the first place.
White’s (1981) model of market genesis theorizes that firms observe the
production schedules of their competitors and make decisions with regards
to their own volume and price that are guided by the tangible outcomes of
other producers. Rosa et al. (1999), Porac et al. (2001), and Rosa and Spanjol
(2005) add to this process of individual observation and enactment a process
of collective sensemaking. They follow Weick’s (1979) theory of recursive
enactment, where shared market structures evolve from the activities of
market actors who are coupled in behavior-cognition cycles. One implication
of enactment is that it builds agreement among producers and consumers on
how specific products are categorized. Rising agreement, in turn, stabilizes
the market by facilitating information flow, thus expediting the assimilation
of new product models and new uses for old products.

To this, Kennedy (2005, 2008) and Anand and Peterson (2000) add the
role of media. Kennedy (2005) argues that firms rely on media coverage to
identify their competitors and observe their price—volume positions
rather than each other’s press releases. Thus, collective understanding of
product categories is shaped by the news that reporters select. Anand and
Peterson (2000) show that new information technology and the different
methods of data collection that media use can influence market
structure. They show that as the Billboard magazine changed its metho-
dology for compiling its weekly charts, perception of market categories
changed.
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3.3. Focus on Legitimation of Categories and of Organizations

Categories and category membership are not value-free. Some categories are
seen as legitimate, and membership in them desirable. The legitimacy that
organizations receive due to their membership in categories and the
processes of legitimation of classes of organizations as organizational forms
are central questions in category research. In most research, categories are
seen as heuristic systems constructed by audiences. Category systems affect
behavior to the extent that they are accepted as the natural way of carrying
out a certain activity.

Producers and their offers benefit from the legitimacy that is accorded to a
category by demonstrating their similarity to other category members. Bielby
and Bielby (1994) argue that market actors use reputation, imitation, and
genre categories as strategies to rationalize and legitimize their actions in a
highly institutionalized context. Work similar to established genres facilitates
shared understandings and requires less effort to coordinate and promote.
In a study of television programming, network executives pick pilots similar
to genre templates and use them to rationalize and legitimate their decisions.

Different kinds of repercussions ensue from nonconformity with category
schemas. Zuckerman and colleagues (Zuckerman, 1999, 2000; Zuckerman
et al., 2003) show that organizational and individual actors that do not
neatly fit into commonly used categorization systems are overlooked by key
market intermediaries or perceived to lack the skills necessary for any one
category. They are also interpreted differently by different parties, leading to
greater volatility in their market performance (Zuckerman, 2004). Using
niche theory, Hsu and colleagues (Hsu, 2006; Hsu et al., 2009) argue that
actors that operate in multiple categories are perceived as fitting poorly into
any one of these categories and therefore suffer valuation penalties.

Similarity, or isomorphism, is important not only for single organizations
to gain acceptance but also for groups of organizations to be recognized as
a distinct organizational form. As anticipated in the previous section,
Hannan et al. (2007) propose that categories are more likely to be regarded
as taken-for-granted ways of organizing when audience members perceive
organizations as having a high degree of similarity along relevant (or salient)
dimensions. Conversely, lack of similarity impedes the development of a
template for organizing. At the community level, novel organizational forms
are more likely to emerge with increases in the density and size of forms with
similar identities, although cross-form competition in saturated regions of
the identity space hampers new form emergence (Ruef, 2000; Perretti,
Negro, & Lomi, 2008).
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In addition to similarity judgments within a category, differences between
categories create distinctions and spur cognitive legitimation. Categories
that are more distinct from others are said to have greater contrast. High
contrast corresponds to situations where members have full membership in
a category and are clearly distinctive vis-a-vis nonmembers. McKendrick
and Carroll (2001) and McKendrick et al. (2003) first argued that taken-for-
grantedness results from perceptually focused identities. Organizations with
related identities that cluster spatially in a place contribute more to
legitimation.

Research also shows that motivated actors can mobilize to “‘establish”
organizational forms. Rao, Morrill, and Zald (2000) conceptualize the
construction of new organizational forms as a political process in which
movements play a double-edged role: They de-institutionalize existing
beliefs, norms, values embodied in extant forms and establish new forms
that instantiate new beliefs, norms, values. Institutional entrepreneurs are
crucial in this process: they lead efforts to identify political opponents,
frame issues and problems, and mobilize constituencies.

Clemens (1996) explicitly defines an organizational form as frame,
“people who act together in a particular way.” Opportunities and success
for social movements depend on the forms—frames utilized for collective
action. Studying the relationship between different forms and frames of
women’s and minority organizations, Minkoff (1994) finds not only that
service provision organizations were perceived as more moderate and less
challenging and helped general mobilization, but also that they helped the
emergence of the advocacy form of organizations that was more
confrontational but used similar templates for organizing.

The cross-form interplay is also proposed by Clemens (1993) through the
notion of organizational repertoires. She argues that in the early 1900s US
women’s groups were excluded from the organization and practices of
electoral politics, so they copied and transformed models of organization
legitimated in other domains (business, state bureaucracy, and lobbies) to
pursue their interests. The audience’s resonance with these forms and frames
in other domains legitimated the political action of the new women’s
movement.

3.4. Category Memberships as Constituting Identities

Category memberships are constitutive of collective identities (Padgett &
Ansell, 1993; Podolny, 1993; White, 2002; Zuckerman et al., 2003). These
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identities can be defined by outsiders, insiders, or more often by both. For
example, managers in Scottish knitwear categorized their firm and noted
which of the other firms in the industry were “high-fashion handframe,”
“handknitters,” or ““mass-market contractors’” (Porac et al., 1995). Holly-
wood producers can be “major” or “independent” based on how critics
classify them (Zuckerman & Kim, 2003). Identity has multiple functions: it
informs organizational actors of courses of action that are open to and
expected of them, helps firms identify their rivals, and serves as handles for
frames of reference that audiences use in their evaluations.

Categories represent a specific kind of collective identity, where audiences
have abstracted from the uniqueness of individual organizations to form a
typification of commonality among a set of organizations that appear to
form a common, cohesive set (Hannan et al., 2007). Membership in
categories both enables and constrains organizations because it establishes
the features and behaviors that are expected of organizations and shapes the
way audience members evaluate organizations.

Baron (2004) distinguishes organizational identity based on product-
market dimensions from one based on labor market dimensions. With
respect to the former, identity plays a key role as a form of enabling and
constraining factor in the dynamics of resource partitioning (Carroll &
Swaminathan, 2000). Mass producers and contract brewers who wished to
compete with microbrews found that they needed to conceal their true
origins because consumers of microbrews purchased based on organiza-
tional identity rather than product characteristics. Meanwhile, microbrews
and brewpubs strategically deployed their identities to criticize the values
and practices of mass brewers while playing up features that exclude mass
brewers and contract brewers from the specialty brewing segment.

Outside resource partitioning, a study on “‘traditionalism” and “modern-
ism” in Italian winemaking shows that two categories can be claimants over
the same label and one (the traditionalists) category risks disappearance if
the rival (the modernist) gains ground. When they perceive a threat that
their identity can be confused with the modernists’, the tradit