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Abstract

Standard is the cornerstone of electronic integration. As firms seek to improve coordination through the use of Internet-based open network, open standards are becoming increasingly important. In this paper we investigate open standard adoption in the context of electronic integration. Theoretical work in economics suggests that network effects are a determinant of open standard adoption, yet the literature falls short of empirical testing of the theory. Synthesizing two dimensions of network effects—payoff externalities and informational externalities, we develop a model that features partner adoption, expected benefits, peer adoption, and related technology experience as prominent antecedents. We further propose competition as moderating network effects. We test the model on a dataset of 544 firms. The empirical results demonstrate a significant impact of partner adoption, with the impact fully mediated by expected benefits. We also find a significant impact of peer adoption, i.e., peer influence, on the focal firm, a phenomenon called herd behavior in technology diffusion. Further, the focal firm’s path-dependent technology experience mitigates peer influence, and the mitigation becomes even more significant in a more competitive market. This seems to suggest that, as competition reduces the informativeness of the “peer adoption” signal, the focal firm tends to rely more on own information generated through related experience. These results highlight an important role of private information to reduce herd behavior, especially as competition intensifies. Overall we believe that this study provides insights into how network effects, path dependency, and competition jointly affect open standard adoption. 
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