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IBBT 

!   Independent research 
 institution 

!   Founded by the Flemish  
government in 2004 

!   Stimulate ICT innovation 
!   Networked RDI  

!   Demand-driven research 
!   5 Flemish universities 
!   Interdisciplinary teams 

!   Active support 
!   Testbeds & Living Labs 
!   Incubation & venturing 
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257 
research 
projects 721 

research 
partners 

1000+ 
researchers in 
5 departments 

30 

publications 

30 
incubation 
projects 

10 
seed 
investments 

13 
IBBT spin-off 
companies 

mio €/y 
budget 

1000+ 
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Outline 

!   The Concept of Platforms 
!   Types of Platform Models 
!   Implications of Platform Models 
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The Concept of Platforms 

!   Technical Platform 
!   Modular architecture 
!   Common HW/SW base 
!   Complementary 

components 

!   Business Platform 
!   Value Network 
!   Mediating entity 
!   3rd Party products and 

services 
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From Supply Chain Management 

!   Supply Chain Management 
!   Management of materials, 

information and financial flows 
!   Linear dependencies 
!   Inventory-Information trade-off 

!   Strategies 
!   Careful selection of suppliers 
!   Lean and mean processes 
!   Low margins 
!   Meticulous SLA’s 

Caplice, 2003 
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To Business Ecosystem Management 

Cammarano, 2008 

!   Ecosystem Management 
!   Management of business 

partners and models 
!   Complex dependencies 
!   Openness-lockin trade-off 

!   Strategies 
!   Minimal selection of 

complementors 
!   Access and quantity 
!   Healthy margins 
!   Revenue sharing 
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Two-sided markets: characteristics 

!   Two distinct groups of customers with distinct characteristics 
and preferences 

!   They have to participate both in order for a market to exist 
!   The extent of participation of one group determines the 

extent of participation of the other group 
!   They need a ‘platform’ to find each other 
!   Positive externalities arise by finding each other 
!   The platform internalises (part of) the externalities created 

at both sides of the platform 



Two-sided market platforms: 
examples 

!   Credit cards 
!   Playstation game console 
!   Microsoft Windows operating system 
!   iPhone appstore 
!   eBay marketplace 
!   Newspaper 
!   SDP 



Two-sided market platforms: 
characteristics 

!   Specific dynamics 
!   Difficult to start: Chicken and egg-problem 
!   Easy to keep going: network effects 
!   Coase theorem doesn’t hold; Platform can continuously force 

customers on one side to enter or subsidise other side 
!   Pricing 

!   No profit maximisation in individual market, but cross-subsiding 
!   Platform as central locus of value and control!

!   Platforms and ʻarchitectural advantageʼ (Jacobides et al, 2006)!
!   Performance bottlenecks (Baldwin & Clark, 2006)!
!   Locus of high transaction costs (Baldwin, 2007)!
!   Gatekeeper functions: filter and select information but also qualitatively 

alter the informational content through active accumulation, processing 
and packaging (Ballon, 2008)!

!   Multihoming as central issue!



Platforms and openness 

  Basic trade-off: adoption vs. appropriability!
  Different aspects of openness: who can use it; who can offer 

compatible app; who can bundle it with larger platform; who can 
change the design!

  Strategies: horizontal (interoperability, licensing..) and vertical 
(absorbing complements, efficiency gains, backward compatibility,..) 

Eisenmann et al, 2009 



• 	  2	  Parameters	  and	  their	  interrela/on:	  

• 	  Control	  over	  Assets:	  tangible	  and	  intangible	  
elements	  that	  construct	  the	  value	  proposi/on	  

• 	  Control	  over	  Customers:	  elements	  related	  to	  
the	  customer	  rela/onship	  (e.g.	  charging	  and	  
billing,	  profile	  and	  iden/ty,	  branding,	  etc.)	  

• 	  Varia/ons	  of	  these	  parameters	  

Platform Typology 
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Control	  over	  Assets	   Enabler	  Pla/orm	   System	  Integrator	  Pla/orm	  

The	  plaDorm	  owner	  controls	  many	  of	  
the	  necessary	  assets	  to	  ensure	  the	  
value	  proposi/on,	  but	  does	  not	  
control	  the	  customer	  rela/onship.	  

The	  plaDorm	  owner	  controls	  many	  of	  the	  
assets	  to	  ensure	  the	  value	  proposi/on,	  
and	  establishes	  a	  rela/onship	  with	  end	  
users.	  Entry	  of	  third	  party	  service	  
providers	  is	  encouraged.	  

Example:	  Intel	   Example:	  iPhone	  

Platform Typology 
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The Power of Network Effects 

Bansler & Havn, 2004 



Strategies that leverage network 
effects 

!   Move early (cfr. Sony Playstation) 
!   Subsidize product adoption (penetration pricing; value is less for initial 

customers) (cfr. PayPal) 
!   Leverage viral promotion (cfr. Skype) 
!   Expand by redefining the market to bring in new categories of users (cfr. 

Nintendo Wii) or through convergence (cfr. iPhone) 
!   Alliances and partnerships (cfr. Android) 
!   Distribution channels (cfr. Microsoft Media Player) 
!   Seed the market (cfr. Adobe Acrobat) 
!   Encourage the development of complementary goods – this can include 

offering resources, subsidies, reduced fees, market research, development 
kits, venture capital (cfr. Facebook fbFund) 

!   Maintain backward compatibility (cfr. Apple’s Mac OS X) 
!   Rivals: be compatible with larger networks (cfr. Apple’s move to Intel) 
!   Incumbents: constantly innovate to create a moving target and block rival 

efforts to access your network (cfr. Apple’s efforts to block access to its 
own systems) 

!   Large, well-known followers: pre-announcements (cfr. Microsoft) (Gallaugher, 
2008) 
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Implications for wannabe platforms 

!   Tough to compete as new entrant 
!   Big Delta Needed 
!   The economics of interoperability 

Schilling, 2003; Gallaugher & Wang, 2008 

Bennett, 2011 
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Implications for regulation (1)!

  Traditionally, there have been reasons for regulating some platforms 
and not others!

  In electronic communications, access operators are regulated in an ex 
ante fashion because they control essential facilities and because the 
prospects for competition are regarded as limited. In other parts of the 
ICT industry, dominant players are regulated ex post under competition 
law!

  Under the new Digital Agenda (2010), Europe appears to move 
further towards regulating platforms in general, i.e. the access to 
platforms, the interoperability between platforms, and so on!

 	  New European interoperability rules foreseen for the electronic 
communications industry, based on antitrust rules related to the abuse of 
market position, referring to a significant position. In this case, obligations 
will be imposed related to licence interoperability information, to ensure 
consumer choice in software as well as hardware. !
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Implications for regulation (2)!

  Traditional regulatory analysis is not equipped to deal 
with platformsʼ!

  pricing and cross-subsidisation strategies!
  bundling strategies!
  collaboration strategies!

  For platform regulation, it is indispensable to take into 
account the specific business models employed by those 
platforms!

  e.g. criticisms of EU ruling of Microsoft server case (Pardolesi & 
Renda, 2004)!

  => How to make the link between platform regulation and 
specific business models? !



Platform types and regulatory 
concerns (1) 



Platform types and regulatory 
concerns (2) 
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Drive towards Interoperability and 
Standards 
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Implications for SDPs?!

  Challenges for platform leadership!
  Service creation and delivery environments outpace traditional 
SDPs!
  Overlay SDPs, appstores and apps highly successful!
  Move towards on-demand management services in the cloud?!

  Where is the Big Delta?!
  Open and truly standardised vs geographical/vendor-/telco-
specific implementations and mechanisms!
  Universal application development environment and SDK!
  Link with operator billing system!
  Link with other telco resources!
  Link with local partners in verticals, enterprise market, creative 
clusters!
  Link with local environment, e.g. ʻnational cloudʼ, smart cities, 
sensor networks!



Conclusion 

!   Absolute need to distinguish clearly between (only) technical 
and (technical as well as) business platforms 

!   This implies focus on business ecosystem management in 
two-sided or multi-sided markets 

!   It implies also a very detailed analysis of multihoming trade-
offs at various levels 

!   Wannabe platforms should either focus on huge functionality 
leap or on openness and interoperability 

!   A Platform is not a Platform: Different platform types based 
on value and control parameters 

!   Regulatory drive towards (some) platform neutrality: 
interoperability and standards 

!   SDPs should focus on the Big Delta  
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Thank you for your attention!

Mail: Pieter.Ballon@vub.ac.be!

Web: http://smit.vub.ac.be/ and http://www.ibbt.be!


