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2.2 HESA 254 (Network Externalities)2}
AR HIEYT T (Network Topology)
2.2.1 MEHA 974 (Network Externalities)
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w ol o] Aol v AT Networks o §9 &2 3‘3%42—19—§ 02 58 desld
FHA0E BYste] YT BERAC e B AZToRM g ApEd YESA 23S s
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AHEAES st TEe] Wol EAste UEHA wWE R FL oA
72 At NENZ FXE(regular network)®t € F29 = ‘:% ARstd gag vee
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A(random network)E shte] REoR sl W RE LB At #Ashy] wie) U
Aok o] 2o disiM o AAs] Agad, (1 Eue d4doltH(Watts & Strogatz, 1998).
d DA & F e At dEHZANE nle Regulardt ME I #2& 2 7o 3¢
=Z(node)E0l 7Mool e ol MY w=EFH  Vdo] Al Hslske el 7bsdle, Niche

Regular Small-World with a Few Shortcuts

p=0 p=1

Increasing randomness and shorteuts

%4 Watts. J. Duncan (1999: 68)
(3% 1) Watts-Strogatz Model
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Warcraft) 59 &g 7]ube] 4o ndg 7
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Has %7}51@ 24 w@ Hedel &
oomd ohid, eadAde E7le By
AQaee) 9g2 % & 9 Y 29 g
AQe] AE(guild)” 5o AbgEo] A A7
ST R c1 ge e AREY 15y
o ¥t m@ eeAge 1% o v 73
2 glaelol et A15ar) el 4Y YEd 2
b gadels @ A9 2 ohe WA (A1)
UA2) e elold sisHel ¥ B o
Ae LAy AERES AP YED T

2]
Ze

2EAY AHEAEY PERG Bitel 244
9 AHgA MESANT 2 24g s Eok
A9 9B Fe AdH qEna9 T

9 p#te] 0Bt AHAM Small world7b |9, %
Aol Auprt sAEA F2Y tedel T o
Aol e Hxa AEstd AAPsA HE s
g e FudAsl ol wekibrle &Y
(Lee & Song, 2006). 2%7] & v]5 A
o Aol YA FAE Ago] Yt HE

5z #A%E e AR Adan 4A
A8 gale Aol £¢ Ao] Y 4 Ak

A AHEzE EHZ F271 B
7b && #%E 7€ Regular
g 729 AsEd, prk 2 &
& 7= Small world7?Z&
e A Solle WEA LA
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Proposition 2b: AHEA} WEYA #2271 prt
2 #%< 7HE Small world
Tz ALE AFse 94
T AR vESR 395
Zekste dAYAEATEE A
g Ao},

LHRIAGHANE F2o) wef YEHI JF
Aol 71wk A GNE AHEo] o7t E
Atk LERIAY Well= MMORPG, 752 A
d, 9B AY T A A FE25E EAdd
MMORPGY 7%, ©& Ay F2d vja 29
7} ¥3 Heavy-User’} B2 Agg=olc}, L3
MMORPGY EAAYLE Adse /M F83
S4F YRl AL e AT whdolgles A

FUEAY 840t 23y AFE Adoly ¢
2z ALY Afdde ALY el 53 Ad
¥ Mddste olfgtn WA, o AH
o= shvel A did Bl aA
Light-Userge°] o|&& 7FsAdo] 1, A% A
7o) ol golgs EWol AA Az AY Fgdo
A, ARYEAe] MMORPGe] Hl&) Atizoz
g Fesit}

Aar AFAALet dEE AYH Zo] ARY
Elido] Aoz okstn AR A7 E8o] &
A AL A=9% MMORPGS Z2°] A
UElAdo| Zst Heavy-User’t B2 28AY
F2e AFAR vELA 349 A7} g2,
v 5 kg Zteth sttjets, MMORPGY 7%

0}y o
W
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i

AR JEHA 398 7 Aot} 237 &
o Heavy-Userg°] Bol] o]&sl= MMORPGY
Afde AFUHE A9 ¢ 3 dd31% A

g AHE Mol wolA 1, Light-Usergol

(# 1) 2eteAdel AlguE olF

(a) MMOPRG (b) AFE AY (c) fiE= A

<9 ol THE =9 ol THE =4 ol THE
A7EY okat okl

1 j;;’)’ 22.57% 1 iﬁ} 32.30% 1 ini} 33.43%
HeE AFe7 A5

2 | My | 1554% 2 | ag | 1540% 2 | ges | 1770%
o}zl olz ]2

3 LHEJH 13.03% 3 L;;H 13.69% 3 xlﬂ A 12.92%
A A% ojd o

&0 gum | 1072% 4| aneg | 12:96% O 6.74%
e B2

50 7% | 9.15% 5 gé 4.17% 5 Z\.ﬂ}—iﬁ 5.90%

Source: Y@ (2006)
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5.1 Konami

‘v Enfi]o}r} ‘DDR(Dance Dance Revolution)’
oz oA de AY FAd
Konamit 3A Al 7] Eofe] Al £F3stz 9
t}. Digital Entertainment A}, Gaming At
FHAxe 59 m=E7A), Z2iz Health and
Fitness AFlo] F8 ARl Fofeld] o] F #FH
2 2549 AZEY] 2 ofolt AYS B
3h= Digital Entertainment AFJ&°F7} Konami
o @4 AlglezA AA wZ9 64%E ARt
otk Konami® 2006 2.621940(%F 1%
9.5009¢)¢} mjzg eHon Foleo] 262%¢l
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1;(}.
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Asta gl
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AL 2AHoz Aztsigch RIS ARG A7)
ZHREE 10d9el 19794, vHod A FEF
shHA dfe] AEe] AFEAT. 19809 D FEHt
A ooF Y=, Y SOl AAE HdEda
200099 E 3 #A3ARl Konami Software
Shanghaig A#std ot e sy 3
HAJAE Aol AY AZEYAE FFdL
A& Wolm AAE AFTR 3ot
2000 o) Fdjof ol gt sz AFH7l 7HA
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WA A8 HAREES E AdAM A9E
4 . World Soccer Winning Eleven
Digital Entertainment A% W9 Computer
& Video Games AFGHAM AR SAH 02 AR
< AN FHol ol Multimedia AFFFA,
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Ue 2 o4y F+E sl Iwlste One
source Multi Use A&z AM&-8l3L Q.
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ZI9ET §F S A AY AEA AT
ot B wol v E Wl ta Qe
sele e g8t gl 2l A
A% doe Hold HEYZ £FHS BFT
dES AHYME A F

_J

2

2 do gt rr 2

[o3
=

L2 B 5

o z2 ol ot

.

H2k] Internet Initiative
Japan(I1J) % JV #EU=Z desiglon whid
1°‘ Ao A o= Zutd ALY A7
RS 7R 131 UE TR ‘mkE Fo=
o Zelz A|Ho] A AL 7R 9
ARAE A4 27 HEUR dgsied o
2 YAte FEEtT A gt

AA

jus)
-
(N4

rle o o2

HASOI R x3pd M (YD) 20074 1Y

A gHel sHATEA| § TEN ZHR U5

5.2 NC Soft

=& gi®xskeE MMORPG 71dte} 2kl
AF 2 NC Softe 19970 Hgd o] F EyA
(Lineage) & 7N'atx eAAYS A7l 7]
A 93g qen YAy 4IFE wEeR
Ay 39Tl 20008 wFe] @AHAL 3
fﬂ“*‘)ﬂ/ﬂ: *1‘3]*?“ At NC Softe

X = 2
[m)
2L
i)
F_O.
N
C
o
r;

b
_\,’;
m
<
Ul
—J,.J
Hy
ok
=
et o

o
ol
o
<3
o
o>
o 7

2 K
o
=
—
p_]
]2
—u
ra
ISt
o ;L:
N
= N
i\
3 W
=
an) 0
o =
A% 20
il g
o ok
. O,
g =
o o pt O & & oY

l’i
E
as

o
JEL

ot

P
X
ul
o
£
2L

ﬂ aqﬂﬂ
ZAHR g8 F71802 2
ol AbEAEC] LY FL

, PCHPO Z/\]OE 6:]/%]
el HESAZ} AR gy dds
dol Tt Q7ld) H3, AMgAE 2
27} WEE wEY M &

A

o,

é
o it oS m ok

=
[N

o

28

T

fr
"

Mg wolx g

= sto] A&7 A ol"akA] Fethe

AR A Eke Zojm A q(xg% 2AH S 4
€ 59 Ad ¥z A

AjE Fol BdEst 542 wUdt%e o] A

A2 AT (AR E, 2006).
NC SoftE ‘dolzte d< 2

2 ARUE B A%e B w2 ARE AT

mlo
gk
2
= 4
v
o "
i

ol

1405



=g, o] A

FHol YA g5
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1% A
| A&t NC Softe  Bated s}

T 2229 847 T olEe) W dn  AF ZHE 93 9t
()9 2d2 YoM E Adstd, ARFYE NC Soft7} 8= g 2] e #H oL
25 2eRldA exeglo R de ¢ gnE ~EHY fFHo8 2EIAY AlF] F&ERR
ke YuUA @l BAY oWEE HriHos W 37sk7) AlFsAct, oldl ubel S AAe] Ad
of gt} Aol Al 2fstR, 43 717 §ok & A NC Softe =70 AR sHe L}l
(# 2) NC Softe| aeizl&sg
- #HYFA ™S
A RS
20039 Sina$t ¢&oZ NC Sinag 49
20043 3 AdNE 2592 NCsoft China R&D Center® 4dsled ¥xgojt A9 7 QI
3 |3 sz g4 nFH @29 NC Soft AlY /e ~Fces) §3.
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23t A HEIY A 58 FEF=E T
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S gUA 1B et 3 W
gz 20042 True Corporations Public Co., LTD.& &322 NC TrueZ 4¥. Truerts
90 UINE] "= ZIZHEAIARI SR 24 B AuTRY TR REAAAZ A
0w 2004d Y AW NCsoft Buroped AW, A4 3 dx|9 49, oH¥, 2312
TR 29 wele &2 o8e da gl
- 39 FEUA};
2% BkS
et 120009 thete]l Gamania Digital Entertainment Co., 2 2R MH|~ groldlx Al A2
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aH|Rte] HEHT Fxe ALM0| Born GlobalXEtd| ojxj&

AY NBez v”--% =23,

weE ¥x 3l Ak

F73. o120% s WE AxE ASE A
LErE) aqzu 27 g wARE B4
Aoz AR, vlF AEASS A% Sol=
S sol 47 AYS AL 4 A AT

20079 39 319% 7R &, AA 4
¥ 1,474% F 8619l dpidez A
dgel Tl 58%7F R&Del #odstm 9tk &
FAEH 8- &Y 35%0] Dttt oo
NC Softe @=(NC Soft A& 2FHL), vl=
(ArenaNet Austin Studio, Orange County
Studio), (NC Soft Japan KK, =
ME MEYAE 53}
o FAUAESE %%E}E ol 2=2olw s

=
fe4E SUstetn AUAE FEeuA A
& A ALHE FHete dd Fxn Yo 2

29 AAM 20079 3¢9 7o top 10
MMORPG % 374 ALEUA, YA, AH
QB sloZ/Ag 28 W¥)E Bistm glon,
AAARCZ 2005 ¥ o9 #8 AHEAE B

frota 3l

5.3 Nexon

7tEgelH 59 AFE AYeRE £ Nexon
1996 AA Hzol g ZeQIAYUA b
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2 A4
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< A8 YAA =Hed) /‘Vr-l"(} HARE 27 B4}
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235 527 938, Nexone ¥EAE 'Nexon
s 98 AHAQ vHE Aoz 4
ste AYY 435 olEUT. ofgy ARHAA 4
Efa ZHE el AHEAEA NexondA &
Fa NexonolM Aulz FQ1 2t AYYE Fo]x|
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Network Externalities and Born Global Strategy:
Factors Influencing the Timing of Foreign Market Entry and
the Entry Strategy of Korean Online Game Business

Sung Yong Chang* - Sang Ji Kim** - Jaeyong Song***

Abstract

Now more and more SMEs expand rapidly into foreign markets from or near their founding
and these firms are often called born global firms (or international new ventures). The
accelerated internationalizations are relatively frequent in new high-tech firms, especially
firms that do internet-based businesses. Korea has become the world's largest online game
industrial country since late 1990s fueled by a rapid growth of online game industry based
on strong IT infrastructure. Korean online games are spreading not only into China and
ASEAN countries but also into the developed countries including the U.S.A and Japan.

The rapid internationalization strategy of Korean online game companies is a very good
example of the born global strategy of firms. So, we investigate factors that influence
Korean online game companies born global strategy including the timing of entry into
foreign market and the entry strategy. We focus on the reasons of pursuing born global
strategy derived from existing studies and on the network externalities of online game as a
new factor. This is because console game companies perform traditional slow internationalization
strategy though they are also included in a game industry and have features of born global
firms as online game companies do.

Network externality (network effect) means a condition that a choice of one consumer
affects a choice of another consumer. Network externality is generally divided into indirect

network effects and direct network effects. The indirect network effects happen when as the

*

Master Candidate. College of Business Administration, Seoul National University
** Master Candidate, College of Business Administration, Seoul National University
*** Associate Professor, Graduate School of Business, Seoul National University
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installed base of a certain product expands, consumers of the product can benefit from the
increased compatible complementary goods. So, the indirect network effects increase in
proportion to the number of users. Also, the "Winner-Take-All" situation happens in the
industry where these effects are important as a result of establishing an industry standard,
like in the console game industry. When the direct network effects happen. consumers are
affected by choices and advices of people who have direct relationships rather than network
size. So, we should measure the direct network effects by using the model in which network
structures are reflected. Watts and Strogatz incorporated the ‘Regular Network that has
many sub-units of users and the "Random Network™ that has users who are randomly
connected to each other. In the business that has the regular network followers can enter
the market easily and small companies that occupy niche markets can survive, but these
kinds of companies cannot succeed in the industry that has the small world network or
random network structure. Also, according to the Dynamic Network Model (Barabasi-
Albert Model)”, early nodes have a greater possibility that they may acquire many links
than following nodes. Finally, in a network structure that has hubs, the winner-take-all
situation has a great chance to happen. The online game industry has these features.

Therefore, we base five propositions on the network externality influencing the born global
strategy. In the analysis. we compared online games with the console games due to their
differences in network structures and effects. We conducted a case study with two
representative industries’ console game, and online game.

Findings from the case study generally support our arguments. First, we found that online
game businesses carry out the born global strategy for rapid market occupation because the
direct network effect of online games is stronger than that of console games. While a console
game company performed gradual internationalization by starting from export, online game
businesses did their business abroad nearly from their inception. This is because two games
have different direct network effects due to the different network structure. In the case of
online game industry, the winner-take-all situation has a great chance to happen because
the network structure is close to the small world structure. So, even though they have low
quality games or lack internationalization experiences, it could be a good strategy for them
to preoccupy foreign markets through rapid internationalization and then develop high
quality games.

Secondly, online game businesses enter the foreign market with the strategy targeting
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online game communities rather than using complementary goods to maximize the direct

network effect. In the game industry that has small world structure like MMORPG,
consumers are affected by choices and advices of people who have direct relationships and
direct network effects are significant. As expected, we found that online game businesses
tried to maximize the direct network effect through performing mouth-to-mouth marketing
strategy around PC rooms, supporting off-line meeting, and encouraging online communities.
The conscle game business, however, tried to maximize the indirect network effects by
operating varying businesses that can produce complementary goods for its console games.

Finally, in the case of online game businesses that have many light-users who are not
very immersed in one game, they choose the strategy of maximizing indirect network effect
through complementary goods. Although both casual games and web-board games are online
games, light-users account for large part of users of these games unlike the case of
role-playing games. These game businesses performed strategy using complementary goods
because the impact of the direct network effect of the games that light-users enjoy is
different from that of the games that heavy-users enjoy.

We focused on the businesses of the online game industry, one of the most important in
Korean culture contents industry and introduced a new factor - the network externalities of
online game. We gave important implications to online game businesses about the validity of
born global strategy and foreign market strategies including choices of entry modes or
strategic alliance partners. The findings of this research are not easily generalized and
applied to other culture contents industry because it is focused on only one industry. And

our research method could be complemented by Numerical model using simulation method.

Key words: Born global, network topology, network externalities(effect), foreign market
entry timing, foreign market entry strategy
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