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The Magnitude of Digital Platform

Firm Established Employees
Market Cap. 

(bn USD)
Ratio

BMW 1916 131,000 51 389,300

Uber 2009 16,000 76 4,750,000

Marriott 1927 177,000 39 220,300

Airbnb 2008 10,000 38 3,800,000

Walt Disney 1923 199,000 163 819,000

Facebook 2004 30,000 473 15,766,667

IBM 1911 350,000 125 357,000

Salesforce 1999 35,000 123 3,514,300

New York Times 1851 3,700 6 1,621,600

Twitter 2006 3,300 25 7,575,800

Source: Van Alstyne et al. (2019)
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Industrial 
Constellations

• Closed vertically integrated model. Strategies aimed 
at obtaining scale economies within mutual horizontal 
core businesses and expanded their activities to 
adjacent markets through cooperation strategies and 
alliances (vertical and horizontal strategies).

• Loosely coupled coalition model. Focal firms are using 
their prominence to perform a leadership role in 
pulling together the dispersed resources and 
capabilities in the network. It seeks to create and 
capture value from the network.

• Multisided platform. Emerging new business model, 
representing a new form of market structure and can 
be seen as a consequence of the disruptive innovation 
related to the emergence of new services and new 
business models.

Source: Pagani (2013)
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Old money conglomerates are still 

dominating the economy in Asia,



Southeast Asia’s tech ecosystems

Source: The Future of Fintech in Southeast Asia, Dealroom, Finch Capital and MDI Ventures



Southeast Asia’s tech ecosystems

Source: The Future of Fintech in Southeast Asia, Dealroom, Finch Capital and MDI Ventures

but start-up technology platforms are 

slowly catching up for sure.



Understanding 
Digital 
Platform

• A building block, providing an essential function to a 
technological system—which acts as a foundation 
upon which other firms can develop complementary 
products, technologies, or services (Gawer, 2009)

• Is not new, but digital technology make it widely 
spread and hypothetically unlimited

• firms now innovate by creating platforms rather 
than single products, form an ecosystem that 
includes heterogeneous actors

• allow firms to build not just platform of products 
but of digital capabilities throughout the 
organization to support its different functions, 
e.g., OEMs consolidate design & control of 
components that were formerly dispersed among 
suppliers



Understanding 
Digital 
Platform

• Implications:

• balancing generativity vs. control, e.g., 
Apple iOS & jailbreak

• shared more data and processes across 
organizational boundaries, e.g., 3D 
visualization between design firms, 
construction firms, transaction data 
between marketplace/online store and 
payment gateway/banks, etc.

• innovation activities become increasingly 
horizontal, e.g., similar applications for 
different devices/purposes

• Too much heterogeneity and boundless 
innovation creates chaos
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How Does It Happen?

• No one understand the technology (yet)

• Companies used to be developed in such a monolithic way

• Each companies has its own “ego”, developed their own apps

• The media and entertainment industry has wasted its resources
fighting MP3 and illegal peer-to-peer (P2P) sharing (Napster)

• Apple step ahead to establish its digital platform (iPod and iTunes), 
take care the payment, security management, privacy, etc.

• We now buy music and movies from iTunes, Google Play, Amazon —
no longer buy from Sony, EMI, Universal, Warner Music, etc.

• We know Apple no longer as a computer manufacturer, instead as a 
digital platform business



What is Digital Platform?

Conceptualization Definitions References

Technical Definition

“a building block that provides an essential function to a technological system and serves as a 

foundation upon which complementary products, technologies, or services can be developed”

(Spagnoletti et al. 

2015; Yoo et al. 2012)

“set of components used in common across a product family whose functionality can be extended by 

applications”

(Ceccagnoli et al. 

2012) 

“The extensible codebase of a software-based system that provides core functionality shared by the 

modules that interoperate with it and the interfaces through which they interoperate”

(Tiwana et al. 2010; 

Ghazawneh & 

Henfridsson 2013)

“a set of subsystems and interfaces that form a common structure for/from which derivative 

applications can be developed and distributed”

(Xu et al. 2010) 

Non-technical 

Definition

“a commercial network of suppliers, producers, intermediaries, customers ….. and producers of 

complementary products and services termed “complementors” ….. that are held together through 

formal contracting and/or mutual dependency”

(Tan et al. 2015)

“Two-sided networks ……that facilitate interactions between distinct but interdependent groups of 

users, such as buyers and suppliers”

(Koh & Fichman 2014) 

“multisided platform …….exists wherever a company brings together two or more distinct groups of 

customers (sides) that need each other in some way, and where the company builds an infrastructure 

(platform) that creates value by reducing distribution, transaction, and search costs incurred when 

these groups interact with one another”

(Pagani 2013) 

“…value is created by facilitating the interaction between two or more mutually interdependent 

groups of customers” 

(Ye et al. 2012)

Source: Asadullah et al. (2018)



What is Digital Platform?

PLATFORM PLATFORM PLATFORM PLATFORM

1 2 3 4

Single-sided, no 

network effect, 

e.g. Netflix

Single-sided, 

direct network 

effect, e.g. 

WhatsApp

Two, or multi-

sided, indirect 

network effect, 

e.g. Amazon, 

YouTube

Two, or multi-

sided, direct and 

indirect network 

effect, e.g. 

Facebook



Basic 
Platform 
Types

Source: Cusumano et al. (2020)
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Categorizing 
Digital 
Platform

Category Type

Key Activities

Data generation

Data acquisition

Processing

Aggregation

Analytics

Visualization

Distribution

Data Sources
Internal

External

Revenue Model

Asset sale

Lending, renting, leasing

Usage fee

Subscription fee

Advertising

Offering

Data

Information/ knowledge

Non-data product/service

Target customer

B2B

B2C

C2C

Source: Nooren et al. (2018)



Digital Platform Taxonomies
Transaction-Sectoral

(business platform)

Innovation-Infrastructure

(technological platform)

Integration-Institutional

(polity platform)

Conceptualization Platform as multi-sided market
Platform as technological 

innovation/architecture
Platform as polity

Purpose

Matches users or user groups, the 

value for a user increases with the 

number of users in a user group

An extensible codebase as a core that 

enables the adding of third-party 

modules that complement the core

Ensuring and facilitating reliability of 

the platform, promoting both 

competition and participation

Key target groups Participants to a transaction Application developers Ecosystems

Key governance 

issues

Attracting users from the relevant 

groups (direct/indirect)

Relationship between developers and 

platform owners

Reliability of platform, economies of 

participation

Theories 
Multi-sided markets, indirect and 

direct network effects

Boundary resources, platform 

openness, platform ecosystem
Platform governance

Concerns

Competition: Income/job 

opportunities, filling institutional 

voids, removal of market frictions

Innovation: Creation of app 

economies, development of tools 

(apps) to solve local challenges

Competition and participation: 

Inclusion, utopian idea of regulating 

platform

Examples

Go-Jek, Grab, Tokopedia, 

WhatsApp, Skype, AirBnB, Uber, 

MPesa

Apple iOS, Linux, Android, SAP Blockchain, cryptocurrencies



Digital Platform Types

Definitions Transactions Communications Network Effects

Reseller/Distributor
Provide content or products to end 

users, e.g. Netflix
Yes No Possible

Marketplace
Facilitate transactions between 

user groups, e.g. eBay
Yes No Indirect

Social Network

Enable social interaction and 

generativity, e.g. WhatsApp, 

Twitter, Facebook

No Yes Direct

Platform of 

Platforms

Platforms or ecosystems on which 

other platforms work, e.g. Apple 

iOS, Google Android, Facebook

Possible No Multiple
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Strategic 
Options for 
Platform-

Leader 
Wannabes

STRATEGIC OPTION
TECHNOLOGY ACTIONS 

TO CONSIDER

BUSINESS ACTIONS TO 

CONSIDER

Coring

How to create a new 

platform where none existed 

before

• Solve an essential “system” 

problem
• Facilitate external 

companies’ provision of 

add-ons
• Keep intellectual property 

closed on the innards of 

your technology
• Maintain strong 

interdependencies between 

platform and complements

• Solve an essential business 

problem for many industry 

players
• Create and preserve 

complementors’ incentives 

to contribute and innovate
• Protect your main source of 

revenue and profit
• Maintain high switching 

costs to competing 

platforms

Tipping

How to win platform wars 

by building market 

momentum

• Try to develop unique, 

compelling features that are 

hard to imitate and that 

attract users
• Tip across markets: absorb 

and bundle technical 

features from an adjacent 

market

• Provide more incentives 

for complementors than 

your competitors do
• Rally competitors to form 

a coalition
• Consider pricing or subsidy 

mechanisms that attract 

users to the platform

Two principal strategies for becoming a platform 

leader are (1) coring (creating a new platform) and 

(2) tipping a market toward your company’s platform. 

To become a platform leader, companies need to 

address both the business and technology aspects 

of platform strategy.
Source: Gawer (2009), Gawer and Cusumano (2008)
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Factors Contributing to the Emergence of Digital 
Platform

DISRUPTIVE 
INNOVATION

NETWORK 
EXTERNALITIES



Disruptive Innovation

• Technologies often improve faster than customer requirements 
demand

• This enables low-end technologies to eventually meet the needs 
of the mass market. 



How many of you are 

using the computer up 

to its full potential?

Image credit: Mental Itch & Screen Rant



Disruptive 
Innovation

• From 1980 to 2011, Microsoft was the dominant 
personal computer operating system. However, 
operating systems for smartphones and tablets were 
improving to the point where they could replace many 
personal computer functions.

• In 2011, Apple’s iPhone operating system and 
Google’s Android collectively controlled about 60% of 
the market for smartphone purchases. Microsoft’s 
Windows Phone held a share of only 11%.

• As tablets based on these systems became fully 
functional computers, would Microsoft’s dominance 
evaporate?

Image credit: Unsplash



Network Externalities

• Network externalities are the effects a product 
or service has on a user while others are using 
the same or compatible products or services. 

• Positive network externalities exist if the 
benefits (or, more technically, marginal utility) 
are an increasing function of the number of 
other users.

• Negative network externalities can also occur, 
where more users make a product less valuable, 
commonly referred to as "congestion," as in 
traffic congestion or network congestion.



Network Externalities

• Technology adoption will lead to network externalities (David, 1985)

• Platforms leverage network externalities or network effects (Katz & 
Shapiro, 1986, 1994)

• Common in telecommunication networks (e.g., telephone, fax 
machines, etc.)

• The value of the telephone is subject to how many people have 
telephones — the more, the merrier

• Demand economies of scale give advantage to larger platforms that 
become gradually better in curating content and giving values to the 
customer — lead to natural monopoly



Digital Platform Challenges

• The number of sides to bring on board;
• More sides lead to potentially larger cross-side network effects, larger scale and potentially 

diversified sources of revenues. But it may not be economically viable for one (or several) sides to 
exist independently. Even if attracting many sides is possible, doing so carries the risk of creating 
too much complexity and conflicts of interest.

• Platform design;
• MSPs can encompass a tremendous variety of functionalities and features that reduce search costs, 

transaction costs, or product development costs. Platform must be ready to make sacrifices with 
direct short-term revenue impact in order to not alienate the participants whose utility is decreased 
by the design features in question.

• Pricing structures; 
• Platforms potentially have multiple revenues and profit sources. In reality, they have to offer their 

services for free or at subsidized prices to at least one side of the platform and derive their profits on 
the other side. Thus, how should MSPs choose their pricing structures? How much should they 
charge each side relative to the others?

• Governance rules.
• Rules regulating access to the MSP: Who is allowed to join?
• Rules regulating interactions on the MSP: What are the various sides allowed to do? 



Banking vs. 
Platform

• Innovation is not the strong suit of 
banking (even though it spends lot of 
money on IT)

• Incumbent banks, challenger banks, 
fintechs, various financial services 
companies emerge rapidly

• Big mind shift: the greatest asset is no 
longer money, but data



Open Banking

• Part of a sweeping piece of European legislation known as the 
second Payment Services Directive, or PSD2

• Comes into force on January 13, 2018 — updates will follow over 
the next two years

• Being set up by Open Banking Limited, a non-profit created 
specially for the task — enforcement rests with the 
Competition & Markets Authority, protection for consumers will 
be done by the banks (for payments) or the Information 
Commissioner's Office (for data)





Open Banking

The system should 

make it easier for 

customers to view their 

finances, take out loans 

and other financial 

products, and pay for 

things online. In the 

long term it could 

introduce an entirely 

new relationship to 

banking — but that 

future is probably some 

way off.



Why Open Banking

• Early adoption is important for leading financial brands, both to 
retain current market share, and to be viewed as relevant by 
tomorrow’s young, digitally savvy customers

• Main benefits include:

• Drive deeper customer engagement

• Create new revenue models

• Tap a sustainable service model for underserved markets

• Develop innovative digital services

• Increase customer personalization

• Reduce costs of customer acquisition

• Like the banks, insurance companies, payment providers and 
FIR (fintech/Insurtech/regtech) companies will also be major 
beneficiaries of open banking
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Who owns the 

customer?

Who takes care the 

security?

Banks with plastic card NFC, 

Telcos with SMS payment



Possible Trends

• Money management
• If you’ve got accounts with two different banks, then you have to look at them 

separately, because the banks’ systems are resolutely incompatible. Open Banking 
will let you see them at the same time, which should make it easier to manage money.

• Lending
• When you take out a loan, you have to show details of your finances to prove you’re 

good for it. Open Banking will let you provide that information online. There are 
services that already do this — this method will be more secure and more accurate. 
This kind of data transfer should help small businesses (SMEs).

• Payments
• The current payment system is very complicated. When you buy on Amazon, the 

retailer contacts an “acquirer”’, such as WorldPay or Global Payments, which gets in 
touch with Visa or MasterCard to take the payment from you. Open Banking makes it 
possible to pay directly from a bank account. The bank authenticates the purchase 
without involving other organisations.



Possible Trends

https://wso2.com/whitepapers/digital-transformation-through-psd2-and-open-banking/



PwC’s Digital Services (2020) Platform Banking and Digital Ecosystems



Fundamental Changes

• Previously, all data belongs to incumbent banks, someone else 
analyze the data, and customize services on their consent

• With open banking, data will be accessible by the third-party 
platform
• If banks give their consent, it will not only creates more innovation but 

also more competition

• Head-on war between incumbent banks and financial 
technology firms intensifying



Fundamental Changes

• When incumbent banks start to do platforms, they realized that 
they have built their IT structure pillars 
• Creating silos over different products, e.g., credit card IT system is 

separate from mortgage in order not to disrupt the whole system

• Those silos of products and IT pillars do not talk to one another, 
freaking the customers out

• Incumbent banks are struggling to build platforms
• If they still want to do it instead, they need to change their culture, 

attitudes, etc. — not just buy the technology



Chicken vs. 
Egg Problem

• If the platform is empty, 
then customers will not 
come. 

• If platforms do not get 
the customers, they do 
not have the data.

• Another problem with 
resources (money), IT 
(technology), and 
licensing — particularly 
in highly regulated 
sectors.



Key Takeaways

• We find a strong evidence of movements from closed vertically 
integrated business conglomerates to the emergence of multisided 
platforms and business ecosystems in Asia

• Consequently, we have to understand the digital platform 
typology, taxonomy, and strategic choices as well.

• We need to appreciate the power of disruptive innovation and 
network externalities in encouraging the emergence of digital 
platform

• We should be aware of digital platform challenges

• Competition and power struggles potentially creates chicken-egg 
problem



Question to ponder
Do you think that we should develop a digital platform in order to 

survive in the digital economy?
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Thank You
Thank you for your attention. See 
you anytime soon.


