1
The platform economy
Digital has played a key role in the development of the platform economy (iTunes, Uber,
Airbnb, etc.) which extends past these consumer examples to all sectors and businesses.
It represents a complete shift with a surge in traditional value chains in favour of an
ecosystem-based approach.
Understanding these impacts means anticipating the forthcoming business models and
the transition from a linear economy to a solid ecosystem-based approach.

1. Platform, convergence and DEM
1.1 The digital revolution
Digital is a core component of current economic transformations. It is
overturning traditional operations and altering the way in which private
and public institutions run their operations, whatever the sector. It is
changing how we conduct our business, how we tell our stories and how
we engage customers. One example is the car industry which is currently
transitioning from a product strategy to a service offer strategy. Another
is the distribution sector which is moving from business to business (BtoB)
relations to a business to consumer (BtoC) model. Meanwhile, businesses
with a one hundred-year production history are leaning towards service
development – though they once charged for objects, they must now learn
to charge for use.
CHAPTER 1 – The platform economy
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Many businesses have grasped the basic nature of this evolution and
already begun to integrate digital technology into their operations. But if
digital technology is to result in tangible occupational improvements, we
must first review our strategy before introducing the new component. A
digital ecosystem can help manage all activity flows for a business or
community: customers, suppliers, associated data, services, etc. It has
massive potential in terms of synergies, consideration of customer needs,
quick access to new markets and the capacity to roll out and size up new
offers.
Practical examples of the digital revolution can be found in numerous
applications covering all lines of business. The ability to create and
manage financial flows and, thus, the overall economic model plays a
crucial role in the main difficulties now encountered. Billing for cloud
services and the ability to devise and manage third-party applications are
fundamental issues. Let’s take the consumer electrics sector which is now
offering a range of services geared towards the Internet of Things (IoT),
including application packages, third-party service and application setup
in connected clothing and geolocation service packages for smartwatches.
In the car industry, connected car billing management, design, market
release and third-party application service management are under development. Two application families coexist: the first has an entertainment
focus (e.g. viewing Facebook or Twitter accounts), while the second covers
safety and navigation assistance services (e.g. accessing information on
traffic conditions). Thus, the car industry is drawing strength from the
fast-growing connected car market, which is expanding at a rate of almost
60% a year, with 20 million expected by 2018. Finally, home automation
offers technical solutions to comfort, security and communications needs,
such as energy management, lighting and heating optimisation, alarms,
remote controls and visual or auditory signals. It assists the user in managing various customer and subscription portfolios (water, electricity, digital services, etc.) and billing for home automation services (connected
cameras, home automation devices, etc.). In the utilities sector (water, gas
and electricity), apps are now available for remote meter readings, billing,
payment monitoring and cashing solutions in dialogue with partners. In
the health industry, there are apps to collect medical data and diagnoses
and provide medical information on a digital platform in order to improve
healthcare and quality of life for seriously ill patients. In urban services,
similar strategies look to sensors, parking management and CCTV.

10
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1.2 The convergence principle
The term convergence became particularly popular around the turn of
the new millennium. Though often incorrectly interpreted, it underpins
various dimensions. Three types of convergence are generally observed:
TMT (technology, media and telecommunications) convergence, which
has been in fashion for more than 15 years; telecoms (in its strict sense)
convergence (fixed, mobile and Internet) which has become, and remains,
a challenge for operators; and, finally, inter-sector convergence (telecoms,
media, banking, tourism, utilities, healthcare, services, government and
the car and retail industries). The outstanding issue remains the same:
what is the third revolution’s car industry made of as compared to the
industry created by the second industrial revolution, which (alongside
aviation) spearheaded the 20th century? The first industrial revolution led
to fast, long-distance freight transport and the second to passenger transport. The third is set to focus on information transport. Over the past
decade, a number of theories have emerged to argue that the much talked
about ‘new model’ has been found. After the dot-com bubble burst in the
early 2000s, the Internet made a big comeback and became fashionable
again with a significant mass effect. Green energy and smart grid development also emerged as IT, telecoms and the Internet came of age after
a 50-year maturation period. The success of 3D printing, combining a
network, decentralised model and industrial impetus has also been documented. All of these ideas are good, showcasing the wealth of innovation
in this period. However, the platform economy now appears to address
the whole (thus integrating/supporting all of this innovation), forming
the new economic model and effectively promoting convergence.
Let’s take the definition given in Platform Revolution1: “A platform is a
business based on enabling value-creating interactions between external
producers and consumers. The platform provides an open, participatory
infrastructure for these interactions as well as conditions of governance
for them.” The authors of MIT go on to outline the various models, illustrating their point with consumer platforms (Facebook, Alibaba, Airbnb,
Uber, etc.), which already involve various sectors (media, retail, transport,
hospitality, etc.). In the conclusion, they clearly state that the story is only
beginning and that other sectors are starting to feel the impact, including
education (MOOC), healthcare (mobile health) and government (San

1. Parker (Geoffrey G.), Van Alstyne (Marshall W.) and Choudary (Sangeet Paul), Platform Revolution, New York, W.W. Norton & Company, 2016, 336 pages.
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Francisco and ‘government as a platform’). Meanwhile, smart cities are
the perfect example of platform-based convergence (telecoms, utilities,
energy, transport, health, etc.). Examples extend beyond general public
BtoC platforms. The success of BT (British Telecom) is the perfect illustration of an innovative economic model, resulting in sectoral convergence
for the British operator (printing as a service with Ricoh, modernised
water utilities services, etc.). It is also an example of a real digital
ecosystem2.
Traditional management and business strategy has undoubtedly been
affected. The impact of platforms is such that the MIT Initiative on the
digital economy has revised some conceptual bases. With open, trans- or
multi-sectoral approaches, we have to revisit the traditional ‘value chain’
concepts and even Porter’s ‘Five Forces’, which have been the be-all and
end-all of strategy for 30 years. Convergence puts a modern-day slant on
Barry Nalebuff and Adam Brandenburger’s coopetition approaches from
the 1990s; player interactions now take place in various dimensions (platform vs platform, platform vs partner, and partner vs partner); partnerships and relationships are becoming strategic issues; and new concepts
are developing (design thinking, platform envelopment, etc.). Porter’s
viewpoint is no longer the only way of analysing the competition. Rather
than seeking to do away with the competition, strategy now seeks to
enlarge the pie (the market, new consumers, the importance of customer
links, the network effect, etc.). The 2014 debate between NYU researcher,
Aswath Damodaran, and Bill Gurley, one of the investors in Uber, illustrates the paradigm shift. The former contested the value of Uber by
calculating its potential future turnover based on the current taxi market.
The latter felt that the market was undervalued as Uber was creating a
positive network effect and in the process of building up supply (growing
number of drivers) and demand (growing use of chauffeured cars or taxis).
Thus, the success was a virtuous circle (more drivers and buyers = less
downtime = lower fares, etc.).
Relationships with jobs and salaried worker status are also changing.
The freelance phenomenon is nothing new and the crafts trade is just one
industry facing competition. But does the uberisation – to use Maurice
Lévy’s neologism – of all sectors signal the end of the salaried worker?
The second industrial revolution saw the development of major groups
whose lifeblood was their employees. Everything was built around them,
2. Found in the emerging concept of Digital Ecosystem Management (see section 1.3 of this
chapter).
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including processes, organisational charts, technostructure and outsourcing – the boundary between internal and external operations. ‘Uberisation’ means making the customer central to the model. Companies have
claimed to do so for decades but only recently has this truly been the case.
This has major consequences for the resulting services and the worker
then tasked with the job. The customer has the power as it has never been
as easy to compare, choose and score. Furthermore, services are now built
on direct relations, creating substantial flexibility among workers – a new
occurrence in France. Salaried work has been the 20th century norm in the
western world, a result of the second industrial revolution. We refer to
the western world because paid work with one job for life was the foundation of the western middle classes in the 20th century. However, this
was not a global phenomenon. When we analyse the various middle
classes by country (mostly emerging countries at present), there are almost
two revenue-generating incomes per person: one salary (private or public)
and one secondary, sideline job. And all this without apps. We refer to the
20th century because, in historical terms, the spread of salaried work is a
relatively recent occurrence. Though dating back to Antiquity, it was slow
to become the established norm. It existed in the European medieval era
(in both cities and countryside) but was socially undervalued. Its development was a game-changer. We will not go into Marx’s attacks on salaried work or the fact that, 20 years ago, France’s General Confederation
of Labour (CGT) dreamt of eliminating it. The bottom line is not so much
to determine its validity as to understand that the current situation (temporary epiphenomenon or transition towards radical change) has created
an uncertain environment. In countries like France, the salaried worker
is one of the cornerstones of society. Salaried workers have allowed companies to establish standards based on the risk-sharing principle (social
protection in the broader sense). In France, permanent contracts (CDI) are
the holy grail of candidates seeking a bank loan or rented accommodation
which conflicts with the idea of ‘ubering’ the salaried worker. The challenge is huge.
The platform economy and convergence of sectors are thus set to cause
major upheaval. The speed of reaction will determine the winners and
losers. All is not lost for traditional players who may still make a comeback by riding current waves, e.g. Nike and connected objects and pharmaceutical laboratories or banks with big data. While some companies
established post-1994 (Amazon) have moved ahead of the times in a few
years, they are not indestructible as one-time pioneers Altavista, Netscape
and Myspace discovered. Players from other sectors may encroach on
CHAPTER 1 – The platform economy
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their territory (Tesla and data) or challenges may arise from future, yetunestablished startups. Governments and administrations must also move
forward with their own citizen service offers as well as regulations and a
consideration of societal changes. And ethical and political questions will
arise with the development of transhumanism.

1.3 Digital Ecosystem Management
We have learnt Digital Ecosystem Management (DEM) from the digital
winners: the ability to manage an ecosystem (customers, suppliers and
partners) using platforms. DEM sums up how companies succeed in
managing all players and the economic links between them. DEM has
given companies the chance to transform their business by devising,
managing and monetising new services. It responds to business needs in
various sectors, including telecoms, the car industry, the content and
media industry, public services, finance, distribution and healthcare. The
cloud-based service monetisation market is expected to grow substantially
with a 32% annual rise between 2015 and 2018 to reach 9 billion
dollars3.
This is at the very core of the platform economy and the digital revolution. Such a view of the economic environment is hugely significant.
This underpins three changes in thinking:
•• The end of the traditional value chain. Businesses have been analysing the economic model since the 1980s. This approach makes sense
in a linear industrial world where several businesses contribute to the
production process which begins with a raw material. The businesses
then share out the value-based price according to the real contribution,
adjusted in line with the perceived value by the end customer. We refer
to the left-hand column in figure 1.1. A platform-based approach eradicates this form of analysis as the approach is no longer linear. A
number of businesses make different contributions and add various
components depending on the type of customer. The value or production chain as seen in Charlie Chaplin’s Modern Times is no longer the
economic framework.
•• The importance of understanding the ecosystem. An ecosystem is a
space where the development of each component is reliant on the other
3. For more information on the monetisation market and its key players, see: McElligott (T.), Morley (T.) and Whitelock (K.), Stratecast, Frost & Sullivan, ‘Innovation in an
industry in flux – Operations & monetization global competitive strategies’, vol. 16,
no. 2, February 2015.
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components and its relationship to the others. The fashionable word
‘ecosystem’ has deep significance and use of the term is meaningful.
Woe betide the lone business as they should embrace all the stakeholders they can get. This means suppliers, suppliers of suppliers, startups
and other innovators helping to change the environment, and players
offering their service as an add-on. Customer-wise, they are direct
customers of the business, as well as customers of customers, customers
of their partners, etc. Value is contingent upon the many players which
enhance the overall offer and the ability to manage the relationship.
•• The monetisation of uses. Digital is easing the transition from a product approach to a service approach. From being able to sell, bill and
collect payment for a product or simple service, such as maintenance,
to being able to sell, bill and collect payment for a set of services linked
to one or more practices. For many companies (excluding major public
utilities such as telecoms providers or electricians), this is a whole new
territory as they must be able to ‘capture’ this use, get the best out of
it and make money from it. This means a change in many key processes, including catalogue construction, pricing, customer management, billing and financial management.

Example – Moving from the lock market to opening/closing services
One of the global car lock leaders has recently changed its economic model in
line with the platform economy.
The business sells locks for car doors. A subcontractor for major car manufacturers, it is part of a traditional industrial value chain in a simple ecosystem and
sells its product as a parts manufacturer.
Executive management decided to capitalise on digital and to thus transition into
service mode. A new need has emerged with the boom in online sales, allowing
online merchants to securely deposit the purchased products in customer cars.
Amazon customers have the option to select their car boot as a shipping address
for their purchases. Therefore, the lock specialist is now offering a digital service:
authorising the delivery driver to open the boot and confirming that the car boot
has been opened and closed to the online merchant and customer. And, so, the
traditional industrial company has thrown itself into the digital services business.
To start the revolution, it took on board the three factors explored above. Step
one was making a change to the value chain in the transition from simple industrial parts manufacturer to secure remote car access ‘certifier’. Step two was
understanding the expanded ecosystem which now includes other players (online
merchants) and even the end customer (safeguarding the service), alongside car
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manufacturers. Step three was developing monetisation know-how for this service which has real market value and requires a DEM platform.

Figure 1.1 The platform economy principle
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2. Running a real platform economy
What are the DEM best practices? A good DEM should offer all the advantages of digital services: openness, collaboration, agility and flexibility.
Let’s take a few examples. The DEM must be scalable, flexible, open,
profitable and self-managing while ensuring a fast time-to-market. Its
payment ecosystem must be tailored to the growth of the business. It
needs neither time, manpower nor updates to work, doing away with
maintenance issues. The DEM must allow users to both quickly monetise
services and add services on the fly with a billing system that is continually up to date. It must also offer relatively affordable solutions based
on OPEX (OPerational EXpenses) style, use-based consumption, with no
upfront investment required. Finally, the DEM must allow for collaboration with third-party service providers and offer a wide range of potential
management models.
If it is to work, the DEM must be underpinned by a platform allowing
the user to devise, manage and monetise the new services. It is for this
reason that the DEM is often equated with the ‘platform economy’. This
platform is a prerequisite to creating new products and digital services.
While the new digital players boast fast and agile management models
requiring solid partnership and billing features, traditional and nondigital businesses are also seeking to reduce costs and relax their billing
services. Therefore, high-performing digital tools are essential if newcomers are to survive in an ever-evolving global market. These businesses often lack the critical mass necessary for a traditional billing
system, often unsuited to the scope of the business. Classic solutions
also lack the flexibility needed to package and easily bill for these new
products or services. On the other hand, non-digital businesses are
pressured to lower their costs and boost customer satisfaction. However,
their traditional billing system is complex, costly and often unsuited to
the market launch of new offers or services. Studies show that businesses
are continually seeking tools tailored to their needs. Just 19% of managers believe they have the right technology to deploy their digital strategy and the biggest challenge often proves to be the service monetisation
or billing tool4.
Therefore, businesses must acquire the necessary agility and speed to
develop and bring new products, offers or grouped offers to market.
They must also be in a position to quickly respond to their customers’
4. Forrester/Russell Reynolds, ‘Digital business executive survey’, 2014.
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new needs. As such, the ability to easily amend offers and services in
order to adapt to the consumer is a key success factor and a means of
standing out from the competition. In addition, the economic environment of the service industries is known for constant change and high
degree of competitiveness. So it is imperative to ensure effective and
efficient management of customer portfolios. Order intake and end-toend management are another crucial aspect of the customer experience.
Innovative offers and services often include products and services from
other suppliers. It is important to optimise order management and the
deployment of ordered services. Complex, non-integrated and non-automatic financial management systems are extremely ineffective, leading
to high operating costs, customer dissatisfaction, reduced profit and
limited cash flow. To prosper, a business must have a flexible billing
system which can also monetise offers that tend to converge. Businesses
must manage five key components in a digital environment in order to
sell uses and services:
•• Management of a product and service catalogue. This must comprise
all potential offers and bundles and tailor the offers to rules of practice (threshold effect, limitations, minimum consumption, links to
contracts, recurrence, etc.), usage models (based on event type, time
and volume) and promotional systems (discounts, credit, loyalty
schemes, etc.). This catalogue should successfully address both products and services, product combinations, services and the associated
rules. It must tie in with both a retail (for the end customer or business) and wholesaler strategy in order to consolidate the ecosystem
effect. Quick updates to the catalogue to keep up to speed with the
environment is a critical condition of success and, currently, a major
source of disappointment.
•• Knowledge of associated customer types. This is all about knowledge
of the customer’s uses: the products or services accessible to the
customer, any activities with the potential to influence the rules (the
threshold effect, for example), terms and conditions, payments and
potential incidents (have they paid previously and do they still have
access to the service?).
•• Impeccable order intake management. A simple task in an industrial
product context, it becomes infinitely more complex in a world of
digital services which often operate in near real-time. Service quality
is at stake, based on the prompt, correct delivery of the product or
service. The economic survival of the business is also at stake, based
18
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on its ability to properly monitor order intake and thus receive
payment.
•• Billing know-how (in the event of prepaid services) where the goal is
to correctly match the purchased service or service used to the price
(based on use, the customer and the different management regulations). Invoice formatting and issuing are also important in terms of
statutory or contractual obligations, customer relations, etc.
•• End-to-end monitoring of financial impacts until payment with a
decision-making process in the event of failed payment in order to
close the loop. In the digital and services world, this monitoring is even
more crucial for businesses with frequent high volumes of
transactions.
To enable this openness and flexibility, a DEM platform must have
certain qualities, the following three in particular:
•• It must present an end-to-end integrated solution, covering each key
stage in the operational service cycle: product and service catalogue
management, CRM, order management, assessment, billing, recovery,
etc.
•• It must be independent of the services and able to propose the full
range of potential combinations between services and economic models
(pay-per-use, pay-per-time, hybrid models, etc.), thus establishing
comprehensive offers.
•• It must be open to various partners at various levels (partners of partners) to ensure a truly streamlined service5.
These three conditions should produce a real DEM that automatically
manages revenue allocation in the event of partnerships (commission),
new items/products and the associated management rules. Not only can
businesses manage their activity to suit their own needs, they can also
interact among themselves to produce interoperable offers. This paves
the way for a host of partnerships.

5. These three associated concepts are, respectively, the opportunity to go from ‘concept
to cash’, the ability to create service ‘bundles’ (long-standing telecoms provider
know-how) and the ability to display ‘multitenancy’.
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3. Case study: BT and the DEM
British operator BT makes for an interesting case study. In less than a year,
it successfully built a real digital ecosystem based on the R6 DEM platform
by Austrian company Infonova. Independently of its own needs, BT offers
both public and private customers a DEM approach. Two prime examples
from 2016:
•• BT set up the DEM by Japanese company Ricoh, allowing it to capitalise on digital by launching its cloud services. It thus helped a traditional company to transition from paper (traditional printing) to a host
of radical digital transformations (remote printing, 3D printing, etc.).
•• The British operator keeps close tabs on water distribution in the
country, which is very fragmented and set to further open up. It then
proposes its DEM platform to water companies to assist them in opening up the retail water market (BtoB then BtoC) and, thus, begin
billing differently for water and innovative services.
In the same vein, BT is developing a DEM approach for smart cities.
The MK:SMART smart city project is one of the British government’s
flagship research projects for the development of transport, energy, water,
home and education services. The DEM is a key component of the project,
ensuring easy access to data, app development by developers and the
monetisation of the smart city ecosystem. The Milton Keynes economy
as a whole is set to grow by 67% by 2026, representing the UK’s fastest
urban growth. The MK data centre will play a key role in the UK’s overall
smart city strategy. One area of focus will be mobility issues with the
development of an interactive city card, driverless cars, demand-
responsive transport, etc.
This flagship programme has funded various transport, energy, home
and education projects. The goal of the project is to boost city growth by
20% without increasing water and energy consumption or waste output,
and reduce urban congestion. The project is underpinned by real data
from various sources, including sensors (parking spaces, urban congestion, waste and water and energy use), property, satellite imaging, population density and crime statistics. This data is collected using citizen
smartphones. The data centre is then tasked with converting it into useful
data and ensuring adequate confidentiality and security. The data is then
released online through the cloud. The economic model is based on billing
users for data services, apps and related services used within the complex
smart city ecosystem. The data provider goes on to sell this data for
20
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various uses through British Telecom which plays an ecosystem aggregator role. The benefits of the MK:SMART smart city project will be felt by
both citizens, the ‘town customers’, and the town itself. The smart city
services help save time and money and offer a host of other advantages,
such as danger prevention. The data provider must indicate if the data is
‘public’ or ‘private’ in order to identify the authorised user group and set
the price and conditions of use. This ensures protected access to data. This
project has also helped develop the town of Milton Keynes and reduce
pollution and urban congestion. In a broader sense, the research project
has examined how to best exploit the new smart city concepts in terms
of both function and the agreeability of life in Milton Keynes.
Few players have understood the full implications of the DEM as yet
but the first successes over the past 18 months have shown that it is a
strong new digital structuring model. The platform economy incorporates
the collaboration and data economies but it is the ability to manage the
entire digital ecosystem that sets it apart.

Key points
The platform economy changes the way in which companies do business. The
ability to manage their digital ecosystem (DEM concept) is a key component for
them.
Monetising data, making the most of services and exchanges and successfully
billing for uses underpin this economy, obliging companies to learn new ways of
doing business.
By developing a platform- and DEM-based approach, businesses will remain one
step ahead. The BT case study illustrates this turnaround, giving ailing companies,
including public authorities, the chance to become digital innovation leaders.

CHAPTER 1 – The platform economy

©2018 Pearson France - The new digital horizons - Jean-Michel Huet, Adeline Simon

21

Figure 1.2 Illustration of a DEM platform
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