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Technology Adoption in the Presence of Network Externalities and
the Regulating Effects of Platform Firms

Fumio Nagasaka>l<

Abstract:

When a platform firm brings network effects to a market where firms sell their products
and their complementary goods, the market becomes one where network externality is
significant.

This paper describes the example of the Japan Post Co., Ltd., which effectively created
the homemade New Year’s Greeting Card market by acting as a platform firm that brought
network effects to the market, thus enabling inkjet printer manufacturers and inkjet paper
suppliers to enter the market and leading to increased revenue for each of the participating
companies.

The main part of this paper was inspired by the early work of Kevin J. Boudreau and
Andrei Hagiu, “Platforms rules: multi-sided platforms as regulators,” but goes on to
describe how practical activities had been performed based on a case study.

The paper concludes that the practical process of so-called “regulating” in the early
studies of Boudreau and Hagiu is in effect the creation of a framework of open innovations
between the platform firm and federated firms and conditions that generate indirect network
effects.

Keywords:
Platforms, Two-sided market, network externality, network effect, reverse salient, Japan
Post, Inkjet Printer
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