Digital Platforms and Market Dominance

Digital Platforms and Market Dominance:
Insights from a Systematic Literature Review and
Avenues for Future Research

Completed Research Paper

Sebastian Hermes Simon Pfab
Technical University of Munich Technical University of Munich
Munich, Germany Munich, Germany

sebastian.hermes@tum.de simon.pfab@tum.de
Andreas Hein Jorg Weking
Technical University of Munich Technical University of Munich
Munich, Germany Munich, Germany
andreas.hein@tum.de joerg.weking@tum.de
Markus Bohm Helmut Krcmar
Technical University of Munich Technical University of Munich
Munich, Germany Munich, Germany
markus.boehm@tum.de helmut.krcmar@tum.de
Abstract

Companies that take advantage of digital platforms have rapidly gained a dominant
position in their respective markets. While research on digital platforms yielded new
insights into winner-take-all markets, envelopment, openness, or governance, no study
provided a framework that integrates those aspects and links them to market
dominance. We, therefore, conduct a literature review to assess how platform owners
attain market dominance. We integrated our findings into a framework that depicts the
interrelations between environmental factors and firm-level strategies as well as firm-
level strategies and their effects for market dominance. The framework conceptualizes
platform dominance to help a) attain it from a platform owner perspective, b) cope with
it from a competitive perspective, and c) regulate it from a policy perspective. We
propose three avenues for future research: (1) the role of national factors in attaining
dominance, (2) factors enabling platforms to sustain dominance; and (3) strategies to
dethrone dominant platforms.

Keywords: market dominance, digital platform, platform strategies, platform leadership,
platform dominance

Introduction

In recent years, companies with digital platform-based business models have increased substantially in
number and size (Evans and Gawer 2016), disrupting how people interact (e.g., Facebook), search for
information (e.g., Google), and utilize services (e.g., Uber). Digital platforms are also transforming how
companies create and capture value (de Reuver et al. 2018). Consequently, companies are forced to re-
evaluate established business models, strategies, and organizational structures (Clemons et al. 2019;
Hein et al. 2019a; Schreieck et al. 2019). Despite the increasing significance of platform-based business
models, we lack a clear understanding of the interplay of platform strategies and ecosystem conditions,
for example, the interaction of architectural openness, entry timing, and governance of platforms
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(Suarez 2004; Tiwana et al. 2010). Although frameworks that address the management of evolving
platforms and battle for technology dominance exist (Suarez 2004; Tiwana et al. 2010; van de Kaa et
al. 2011), a more comprehensive understanding of interrelations between the environmental factors in
platform ecosystems and firm-level strategies and their effects for market dominance is lacking.
Whereas global market dominance of platform leaders has been documented (e.g. Gawer and Cusumano
2002), these studies focus solely on economic models and case studies. To the best of our knowledge,
no framework exists that exhaustively integrates findings on platform dominance. However, this is
particularly important to companies with linear value chains who are becoming dependent upon digital
platforms, and consequently increasingly vulnerable and, therefore, must adopt new coping strategies
(Hein et al. 2019a). Automotive manufacturers, for example, are increasingly depend on platforms like
Android or Alexa to interact with customers, risking to be marginalized to a hardware provider. In this
context, platform strategies become essential, either to become or to defend against platforms (Parker
et al. 2016). Should competing companies prioritize flexibility by collaborating with dominant
platforms, or build their own systems to avoid lock-in effects?

Furthermore, policymakers must understand how platforms attain market dominance to provide new
policies to better regulate abuse of dominance, such as Google’s illegal bundling of Google Search and
Chrome with Android (European Commission 2018) or Amazon’s self-preferencing of own products
in its market place (European Commission 2019). Our objective is, therefore, to synthesize previous
research and develop an integrated framework of how digital platform owners attain market dominance.
The relevance of the framework lies in better understanding platform dominance to a) attain it from a
platform owner perspective, b) cope with it from the perspective of a linear value chain company
perspective, and c) regulate it from a legal and policy perspective.

We conducted a structured literature review (Webster and Watson 2002) to synthesize the interrelations
between environmental factors in platform ecosystems and firm-level strategies and their effects for
market dominance. We propose a conceptual framework for market dominance in platform ecosystems
that will serve as a basis for future research. The research agenda comprises: (1) the role of national
factors in attaining market dominance; (2) exploring factors enabling digital platforms to sustain and
extend market dominance; and (3) strategies for new entrants to dethrone dominant platforms.

Theoretical Background

Market Dominance

Market dominance refers to Article 102 of the Treaty on the Functioning of the European Union. It
characterizes a firm that enjoys such an economic strength that it can prevent effective competition in
a relevant market by holding power to behave independently from competitors and consumers and by
maintaining the possibility to abuse its power. By definition, abuse of power can increase prices above
the competitive level, restrict output, and reduce consumer and social welfare (Evans and Schmalensee
2013). The existence of market dominance—usually measured as market share or firm survival—stems
from a combination of various factors which, taken separately, are not necessarily decisive (Den Hartigh
et al. 2016). Previous research has identified technological, strategic, and network-related factors, as
well as the overarching perspective of evolution as critical aspects for gaining and sustaining market
dominance (Den Hartigh et al. 2016; Suarez 2004; van de Kaa et al. 2011). Technological factors refer
to innovativeness and technical architecture comprising modularity, compatibility, and flexibility (Den
Hartigh et al. 2016). Cenamor et al. (2013, for example, demonstrate that compatibility positively
influences market dominance. Strategic factors comprise entry timing, pricing strategy, type of
licensing strategy, and marketing form and intensity (Suarez 2004). However, no single factor causes
market dominance, rather they interaction, and each factor is usually accompanied by certain trade-offs
and opportunity costs. For example, early market entry creates a larger installed base and reputation
effects (Carpenter and Nakamoto 1990) but also locks the company into a specific technological
trajectory (Dosi 1982) that might not reflect the dominant industry design in the future. Network-related
factors encompass network size, network diversity, and network structure (Den Hartigh et al. 2016).
Network size, for example, refers to the number of actors within the platform ecosystem and indicates
the presence or absence of direct and indirect network effects (Eisenmann et al. 2006). Gallagher (2012,
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for example, demonstrates that both types of network effects were positively associated with Sony
winning the standard battle between Blu-ray and HD-DVD. The evolutionary perspective posits that
the survival of a company results from natural selection (Arthur 1989; van de Kaa et al. 2011). The core
tenet is that technological discontinuities emerge during the industry life cycle, introducing uncertainty
and radical change (Tushman and Anderson 1986). Consequently, new paradigms emerge (Dosi 1993),
causing new markets and services to emerge (Bower and Christensen 1995) in which companies can
gain a dominant position.

Digital Platforms

Whereas linear value chains companies refer to companies that employ a step-by-step arrangement to
produce, distribute, and sale a product (Parker et al. 2016), digital platforms transformed this
arrangement and leverage the networked relationship of consumers, producers, prosumers (Hermes et
al. 2020c) and the platform itself (Hein et al. 2020). Research on digital platforms encompasses four
different perspectives. First, the market perspective, dating to Rochet and Tirole (2003), who studied
the market power of platforms in the presence of external network effects. Such platforms facilitate
transactions and match participants, and are referred by Evans (2012 as exchange platforms that “create
value by helping two or more different types of users, who could benefit from getting together, find and
interact with each other, and exchange value.” Second, from a fechnical point of view, digital platforms
are seen as software platforms that comprise modular services (Tiwana et al. 2010). Each modular
service is a software subsystem capable of extending the functionality of the platform (Baldwin and
Woodard 2009). Third, the socio-technical perspective investigates how digital platform owners
integrate and manage their ecosystem (de Reuver et al. 2018). These innovation platforms offer
technological building blocks such as APIs to orchestrate industry innovation by co-creating value with
external complementors (Hermes et al. 2019; Schreieck et al. 2016). Fourth, from an ecosystem
perspective (Riasanow et al. 2020), digital platforms rely heavily on autonomous agents that contribute
to the value proposition of the digital platform (Teece 2018). Digital platforms thereby provide digital
affordances to leverage the generativity of the ecosystem (Hein et al. 2019b). This basic principle
underlines the need for digital platforms to provide and coordinate the autonomous agents while coping
with the resulting independencies (Adner 2017; Kapoor 2018). We take all perspectives into account.

Methodology

We conducted a literature review following Webster and Watson (2002) concerning the establishment
of platform dominance. Our study covers the intersection of two domains: digital platforms and market
dominance. The literature search includes articles from the databases: Web of Science, Scopus,
Business Source Complete, and IEEE Explore Digital Library. The search string across all databases
included the following keywords: (“platforms” OR two-sided market* OR multi-sided market* OR
multisided market*) AND (“market power” OR “dominance” OR “monopoly”). After an initial
exploratory review, the search string was refined to include platform-specific concepts and strategies:
“network effects” OR entry strateg® OR pric* OR “bundling” OR “openness” OR “envelopment.”
Figure 1 illustrates the scanning and selection process.

Papers identified through

database searching
(n=976)

Title, keywords and abstract Papers identified through Final set of papers included in
screened for eligibili backward and forward search  —— qualitative synthesis
(n=93) (n=38) (n=78)

Papers after dupli removed
(n=573)

Seminal books identified in

addition to dilabasc search Papers with irrelevant title, Papers excluded
(n=5) (n=53)

keyword or abstract
(n=480) *  VHB-JOURQUAL 3
Ranking
* Lack of a link between
factors in the CMO model

Figure 1: Flowchart Literature Search String

Following the coding process of the Grounded Theory approach, we adhere to the “open,” “axial,” and
“selective” coding procedure to synthesize the results of the literature review (Glaser and Strauss 1967;
Wolfswinkel et al. 2013). Figure 2 depicts an example of the coding schema.
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Relevant Paragraphs Categories

Proxy for
Market Dominance

[...]if the clock speed (Fine, 2000) of an industry is fast, it

can be argued that monopolies do not last for long because 3 Technological 3 ! 3 ! Technological
new entrants with better technologies or service concepts ! celmo’ogica T : Entry Timing 3 3 cchnologiea

can effectively challenge the market leader. nvironment Superiority
(Ruutu et. al 2017)

Figure 2: Example of the Literature Coding Schema

Towards a Conceptual Framework

Since our goal is not only to investigate the effects of firm-level strategies for market dominance but
also to gain deeper insights about the interrelations between firm-level strategies and environmental
factors, we built on the context-mechanism-outcomes (CMO) configuration model (Hermes et al. 2019;
Linsley et al. 2015). According to Linsley et al. (2015), a CMO model is concerned “with understanding
causal mechanisms (M) and the conditions (C) under which they are activated to produce specific
outcomes (0O).” Within our conceptual framework, context refers to environmental factors in platform
ecosystems. Mechanisms cover firm-level strategies in a given context, while outcome reflects the
effects for market dominance produced by mechanisms (see Figure 3). The Appendix provides an
overview of the relationships identified in the literature.

Context Mechanism Outcome

Environmental Factors Firm-Level Strategies Effects for Market Dominance

in Platform Ecosystems

T Platform Size

Architectural Openness
1. High Modularity

Strength of Network Effects
« Winner-take-all Dynamics End-user Network

/ 2. Low(er) Modularity
« Switching Costs
*_Single- vs. Multihoming b
Pricing
1. Penetration Pricing Complementor Network
2. Pricing Model
_______________________ 4
Technological Trajectories
+ Competitive Situation Platform Ecosystem Management
« Speed of Technological Development 1. Managing Customer Relationships
2. Managing Complementors Relationships \
________________________ "
Leveraging Market Power :
1. Bundling / Tying of Products :
Platform External Parties é 2. Envelopment Strategy h 1
« Enforcement of Patents 3. Strategic Mergers & Acquisitions 1
« Standards \ ‘ i
1
1
1
1
1
1

+ Government Purchases Entry Timing
1. Pioneer

. Latecomer

Figure 3: Framework for Digital Platforms and Market Dominance
Platform Environmental Factors and Firm-Level Strategies

Network Effects. When evaluating and developing strategies in multi-sided markets, platform owners
must determine the prevailing network effects in the respective market and consider how to exploit
them (Zhu and lansiti 2019). Here, it is crucial to differentiate between direct network effects (within-
group network effects) and indirect network effects (cross-group network effects) (Eisenmann et al.
2006). Although often abstracted away in literature, network effects can also be negative (Belleflamme
and Peitz 2019). Network effects are impacted by the degree of multi-homing tendencies. These homing
tendencies depend on the costs of adaption, operation, and other expenses incurred by platform
affiliation, also known as switching costs (Armstrong 2006). Low homing costs imply that the systems
are easy to use and adopt, and consequently, users will often multi-home increasing network effects.
Thus, the higher the Architectural Openness of a platform, and the more support provided to developers,
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the lower the multi-homing costs (Staykova and Damsgaard 2015). Homing costs can differ for different
sides of a platform; while one group may be single homing, another group may be multi-homing. This
is particularly relevant for Pricing Strategies that exploit platform dependencies of different market
sides (Caillaud and Jullien 2003). Finally, network effects are also impacted by the degree of
fragmentation of the network into local clusters. The more isolated each cluster is, the lower the strength
of the network effects on a global scale, and hence, businesses in these networks are easier to challenge
(Zhu and lansiti 2019). The Leveraging Market Power mechanism suggests that if network effects are
strong and positive, and multi-homing costs are high combined with low differentiation requirements
of platform users, then there is a tendency for a winner-take-all (WTA) market (Den Hartigh et al. 2016;
Eisenmann et al. 2006; Ruutu et al. 2017). Nevertheless, negative within-group effects may allow
competing platforms to coexist (Belleflamme and Peitz 2019).

Technological Trajectories. Tiwana et al. (2010 describe technological trajectories as “the rapidity,
unevenness, scope, and unpredictability with which complementary and substitutive technologies are
emerging.” Consequently, these competing technologies impact the evolution of a platform’s ecosystem
and the future development of modules (Tiwana et al. 2010). When multiple alternative technologies
compete for dominance, this will impact the Platform Ecosystem Management. The level of complexity
to reach an agreement with ecosystem actors such as complementors or customers depends on the
number of actors in the same technological field, and the industry level of cooperation/competition
(Suarez 2004). This means that more technological trajectories imply that a firm must devote greater
effort and means to manage customer and complementors relationships which affects their incentives
to pursue more or less aggressive competitive measures such as Pricing Strategies (Cennamo 2019).
For Entry Timing, the speed of development in the technological environment is crucial. If the
technological development cycles in the respective industry are fast, this implies that new entrants with
superior quality or better service concepts are more likely to successfully challenge the market leader;
hence, decreasing the duration of WTA situations (Ruutu et al. 2017).

Platform External Parties. Concerning Architectural Openness decisions, an important environmental
factor is the appropriability regime established by the government. This allows firms to capture the
benefits associated with innovation; it is determined by the efficacy of legal mechanisms, e.g., the
enforcement of patents (Suarez 2004; Teece 1986). A tight appropriability regime makes it relatively
easy to protect a firm’s technology, while the opposite holds for a weak appropriability regime (Teece
1986). Additionally, the degree of openness might also be impacted by direct intervention by the
government regarding the use of a certain technology. In some cases, regulators force platforms to be
compatible among networks to enhance social welfare and to avoid the dominance of an inefficient
technology standard. For instance, the European Union (EU) established a supranational and uniform
standard among networks in the mobile communications industry (Fuentelsaz et al. 2015). For strategies
based on Leveraging Market Power, the scope, content, and strictness of competition laws should be
thoroughly assessed. Recent examples of companies failing to meet these laws are found in the files
charged by the EU against Google for bundling their products in the Android operating system
(European Commission 2018), and open investigations of Amazon for self-preferencing their products
(European Commission 2019). Governments can also support the emergence of new technology,
especially in the early stages, and, therefore, influence Entry Timing decisions. Government purchases
may help a technology gain acceptance and hence make it more likely to become dominant in the
market. At the same time, industry associations and standards organizations, e.g., the American Nation
Standards Institute, can influence the evolution of a technology or a firm’s timing of market entry
(Suarez 2004). Finally, the power of service providers must be considered: Apple, for example, must
consider AT&T’s provision of network bandwidth in selling its iPhones (Tiwana et al. 2010).

Firm-level Strategies and Their Effects for Market Dominance

In the literature reviewed, most studies do not further specify the concept of market dominance in digital
platform markets. To gain a more precise understanding of the effects of firm-level strategies for market
dominance, we draw on the framework of Cennamo (2019), linking the dimensions of platform value
to market dominance. Cennamo (2019) describes two main dimensions: (1) Platform Size, comprising
the platform’s End-user Network and the size of the Complementor Network, and (2) Platform Identity,
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including Platform Architecture, referring to “the technological capabilities of a platform [...]” and how
its components interact with complements and Platform Scope, describing the distinctiveness of
complements and the “different markets that the platform serves [...].” We added the dimension of
Economic Profitability to capture the economic rationale of platform owners. However, the effects for
market dominance also result from the interaction of all dimensions.

Architectural Openness. We refer to architectural openness as (a) the access openness of a platform:
the degree to which complementors can contribute to the platform; and (b) the resource openness: the
rights associated with the use of open-source code (Karhu et al. 2018). The decision, whether a platform
should be open or closed is usually not binary, but rather, a question of how much modularity a platform
should offer, how open the interfaces should be, and to what extent information about the platform and
interfaces should be disclosed (Cusumano and Gawer 2002). Especially, the level of modularity is a
preponderant decision to be made concerning architectural openness.

Modularity refers to the technological architecture, which consists of building-block components that
can be separated and combined according to the platform rules (Baldwin and Woodard 2009). Hence,
this affects the development of the Complementor Network and the Platform Scope (Den Hartigh et al.
2016; Inoue 2019). In general, a managerial trade-off arises between: (1) a platform’s high modularity
that increases a complementor’s incentive to innovate and allows to cope with Technological
Trajectories such as new, technically superior platforms or increasing demand for open standards; and
(2) low modularity that reduces competition and prevents platform imitation, also known as forking
(Eisenmann et al. 2009). For instance, Apple maximized its returns from its proprietary resources by
limiting platform openness and hence, avoided outbound spillover rents. In contrast, Google focused
on maximizing relational returns from app complements by designing an open-source platform, but it
also increased the risk of outbound spillover rents in form of forks (Karhu et al. 2018).

Successful platforms show that in principle, this rule applies: Protect the platform’s core technology
while at the same time use modular architecture and disclose information about interfaces to support
and encourage the development of complementary goods. Eisenmann et al. (2009 argue that platforms
must be able to lock-in customers to a certain degree and, therefore, excessive openness that decreases
switching costs for users and increases competition might not be ideal. Apart from that, platform owners
must decide about interoperability and backward-compatibility. Interoperability describes cross-
platform transactions between users, achieved by adapters or gateways. Limiting interoperability
between platforms can maintain or improve the Platform Identity and hence improve its value
proposition. However, if user growth rates are decreasing, interoperability could eliminate incentives
for users to multi-home, thus decreasing industry unit volumes. Decisions on backward-compatibility
should be based on the industry’s technological trajectories. If the clock of technological development
is fast, platform owners should make their platform incompatible with next-generation platforms. The
opposite applies if the rate of technological development is modest or slow (Eisenmann et al. 2009).
Furthermore, architectural openness not only defines the platform’s entrance and exit rules, but it also
encompasses the provision of boundary resources, from APIs and SDKs to metadata (de Reuver et al.
2018; Hein et al. 2019¢). A platform owner should assume the role of ecosystem curator by proactively
offering boundary resources to increase and improve the Platform Scope and to promote the growth of
the Complementor Network while reactively preventing competitive approaches to using these
resources (Ghazawneh and Henfridsson 2013; Tiwana 2015).

Pricing. Researchers agree that pricing for platforms should follow a divide-and-conquer strategy,
meaning that one side of the market is subsidized (divide) while the other side is priced at a premium
to recover losses from the other side (conquer) (Caillaud and Jullien 2003; Rysman 2009). The objective
here is to exploit cross-side network effects. Thus, determining which side of the platform should be
subsidized and how much mark-up the other side is willing to pay to gain platform access is a critical
success factor for a platform’s revenue model (Eisenmann et al. 2006). Overall, this means that as
platforms compete for single-homing users, they pass on, to a large extent, the profits earned from the
multi-homing side to the single-homing side by charging lower prices or even zero prices (Armstrong
2006). Even in the absence of profits on the premium side, platforms are often willing to set very low
prices, i.e., predatory pricing. This pricing strategy results in considerable losses for a platform to scale
quickly, undercut competitors, and, hence, build up market dominance by increasing the Platform Size.
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Subsequently, once competitors are driven out of the market and the platform’s installed base is
sufficiently large, a platform can leverage this base by charging higher prices to the platform’s premium
side (Cennamo and Santalo 2013). Here, platforms can use transaction fees as a further mechanism to
Generate Profits and avoid consumers’ coordination failures. Additionally, transaction fees are a
powerful instrument for platforms to gain market share and enable platforms to differentiate their
Platform Architecture. While one platform offers a low registration fee combined with high transaction
fees, another offers a high registration free combined with low transaction fees, i.e., mirror-pricing
(Caillaud and Jullien 2003). Sometimes platforms even increase their access fees to further distinguish
themselves from the competition, provided that it incorporates distinct technologies (Cennamo 2019).
Belleflamme and Peitz (2019 argue that different membership fees allow a platform to create greater
product variety and increase Economic Profitability.

Platform Ecosystem Management. Users tend to form their self-fulfilling expectations regarding
which platform will ultimately dominate the market and accordingly, adapt to this platform, which
makes it necessary to manage customer expectations. This can lead to a monopoly equilibria situation,
where all consumers and developers adapt to one platform because they expect this platform to be
dominant in the future (Zhu and Iansiti 2012). Accordingly, the expected size of the network determines
the platform’s success or failure rather than actual network size (Sun and Tse 2007). Platform owners
should, therefore, have a strong interest in pursuing strategies that positively influence user
expectations, thus growing the End-user Network. These strategies can be either quantitative, for
example, the current size of the network and the respective market share, or qualitative, by focusing on
brand value, reputation, strategic commitments, and pre-announcements (Den Hartigh et al. 2016;
Fuentelsaz et al. 2015). In general, marketing strategies should be closely linked to pricing strategies
because cross-network effects are decisive about which platform side should be addressed by marketing
strategies (Eisenmann et al. 2006). Consequently, marketing efforts are influenced by the strength of
network effects: the stronger and more positive the network effects, the more important and effective
the marketing efforts (Eisenmann et al. 2006). Additionally, by effectively managing customer
relationships, the network intensity can also be strategically manipulated by (a) increasing customer
participation through product ratings (e.g., Amazon’s review system fosters direct Network Effects) or
(b) creating better opportunities for users to interact with other users (e.g., as in online gaming)
(Mclntyre and Chintakananda 2014).

Besides managing customer relationships, platforms need to cope with complementor relationships.
This dimension concerns the allocation of the platform- and app-based decision rights between the
platform owner and the developer community and the design of incentive structures. Concerning
decision rights, management must find a way to adequately bind complementors without excessively
constraining the level of innovation. As the Nintendo Wii demonstrated, even a technologically superior
platform ecosystem cannot sustain in the long run without the development of innovative and high-
quality complements (Inoue 2019). To avoid this, management must first assess how dependent the
platform is on complementors to conceptualize its strategic maneuvering. This means knowing to what
extent complementary products are developed internally versus by external developers.

Management must also decide on the level of competition established among their complementors,
which can be orchestrated through the platform’s licensing policy (Gawer and Cusumano 2002). A
liberal licensing policy is associated with a higher level of competition and often results in a partial loss
of control over the platform’s technological development (Suarez 2004). Boudreau (2012 also shows
that, while on the one hand, adding more complementors to a platform increases the Complementor
Network and hence, leads to increased attraction for end-users due to positive cross-Network Effects.
On the other hand, more complementors will reduce the incentives for other complementors, due to the
negative within-group network effects, resulting in crowding-out of complementors. This implies that
if strong negative indirect network effects are present, management should consider granting exclusive
rights to certain complementors and ensure that it does not exploit its monopoly market power on the
other side of the market (Eisenmann et al. 2006). Another aspect of the management of complementors
is that it allows a platform to increase and differentiate its Platform Scope by choosing how a portfolio
of complementary products differs vis-a-vis competitors. Encouraging and supporting complementors
in a certain niche market (e.g., small app category) or controlling the quality of complements
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(Constantinides et al., 2018) allows a distinctive positioning of the platform and hence, increases its
market dominance (Cennamo and Santalo 2013).

Leveraging Market Power. Tying occurs when one good is sold (tying good) under the obligation of
buying another good (tied good). Bundling strategies are differentiated into pure and mixed bundling.
Pure bundling occurs when two goods are only sold as a package, and it is impossible to buy them
separately. In contrast, mixed bundled goods can be purchased either individually or as a package.
Because digital markets are particularly vulnerable to leveraging practices, where shared user
relationships (demand-side economies of scope) and common components (supply-side economies of
scope) are exerted, they are also especially prone to tying and bundling practices (Gawer 2014). A
popular tying example is Google that ties additional services to search results and places them in
highlighted positions. Furthermore, Google grants these services free traffic and hence, reduces start
hurdles (Edelman 2015). Moreover, by reducing heterogeneity in the consumers’ aggregated valuation
of a package, bundling enables a platform to gain a higher share of surplus than selling goods separately
(Eisenmann et al. 2009). A famous example is Microsoft bundling its operating system with a media
player and browser (Amelio and Jullien 2012).

Platform envelopment is defined as the “entry by one platform provider into another’s market by
bundling its own platform’s functionality with that of the target’s so as to leverage shared user
relationships and common components” (Eisenmann et al. 2011). Key success factors for envelopment
are either: (a) that the user base of the attacker and the target market overlap significantly; (b) that the
enveloper can achieve price discrimination advantages; or (c) economies of scope are high in the
targeted market (Eisenmann et al. 2011). Three different types of platform envelopment strategies must
be differentiated. First, the envelopment of complementary platforms, where a high overlap of the user
base is an important prerequisite for success. A special case in this context concerns platforms that are
enveloping into their own third-party developer markets. The example of Google’s unanticipated
expansion into the photography app market shows that due to the greater attention, innovation in these
markets can be fostered in the form of enhancing the Platform Scope (Constantinides et al. 2018;
Foerderer et al. 2018). Additionally, this tactic allows platforms to generate higher revenues (Economic
Profitability) by imitating successful complementary products, e.g., Amazon providing high-rated
products on its own (Hermes et al. 2020b), or to improve the Platform Identity by enveloping into
complementary markets that offer low-quality complements (Wan et al. 2017). Second, envelopment
of substitute platforms wherein high economies of scope have to be achieved to offer deep discounts in
the targeted market. Finally, the envelopment of platforms with unrelated functions which leverages
common components and the user base to unify “in a single device the functions performed by
previously distinct products” (Eisenmann et al. 2011).

Over the last decade, the largest platforms have engaged in numerous mergers and acquisitions
(M&As): Apple acquired Shazam, Facebook acquired WhatsApp, and Google acquired Doubleclick.
Often, dominant platforms acquire start-ups with fast-growing user bases, intending to eliminate
potential future competitors. Since targets usually had relatively low turnover and competition
authorities do not consider data or user bases for M&A reviewers, dominant platforms could easily
extend their scope and competitive advantage. Alongside these competitive benefits, platforms also try
to increase user loyalty by offering new services from the acquired companies (Crémer et al. 2019). For
example, Cisco builds very little of its end-user applications; rather, it acquires applications when it
wants to expand its product offering capabilities. Hence, M&A is a powerful method to influence
Platform Size and Platform Scope (Gawer and Cusumano 2002).

Timing of Market Entry. Early mover advantages can be achieved by quickly scaling the business in
the absence of competitors and allows the platform to build an early installed base. This helps to create
reputational effects and hence, positively influence customers’ expectations. Here, the advantage of an
early installed base is further strengthened by the herding effect of online users, because later users tend
to follow the choices made by previous users. Moreover, an early market entry allows a firm to secure
access rights to specific key resources, e.g., protect innovations with patents, gain technological
expertise, and exploit behavioral demand-side factors by shaping customer preferences (Suarez 2004;
Wang et al. 2016). These factors help early movers to increase switching costs, lock-in existing
customers, establish Network Effects, and deter potential rivals from entering the market (Bamberger
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and Lobel 2017). Furthermore, launching a platform faster than rivals can differentiate a firm from its
competitors in terms of Platform Identity and Platform Size (Staykova and Damsgaard 2015).
Successful examples for early movers are eBay and YouTube, which were able to defend their leading
market positions against late entrants such as the Yahoo auction site or Google Video (Zhu and lansiti
2012).

Being an early mover, however, involves several risks and disadvantages that lead to four main reasons
why platform owners might choose to postpone their market entry. First, early movers are often forced
to alter their existing business models, as they face a greater uncertainty regarding their users’ needs,
and might lock into a particular technology that later proves to be obsolete (Eisenmann 2006; Suarez
2004). Second, a pioneer must educate the market about the new product. Consequently, considerable
marketing spending compared to non-pioneers is necessary to build the requisite market awareness (Den
Hartigh et al. 2016; Eisenmann 2006). Third, a late entrant can incorporate the latest technology on its
platform and beat the incumbent on costs by reverse-engineering its products and entering the market
with a superior Platform Architecture (Eisenmann et al. 2006). Finally, once an early mover faces
increased competition, they are less likely to pursue accelerated growth strategies due to less flexible
organizational structures and already gained market shares. Summing up, early movers pave the way
for others by reducing the amount of uncertainty and by creating the required market awareness.
Therefore, while the pioneer bears all the risks and costs, latecomers can free-ride (Mclntyre and
Srinivasan 2017; Rothe et al. 2018). Google, for instance, entered the web-search market several years
later but became so successful by replacing a cluttered portal with a simple and fast home page. Also,
Google copied and optimized Overture’s paid listing model for revenue generation from searches
(Eisenmann et al. 2006).

Limitations and Future Research

Our research has several limitations. First, the chosen keywords for the literature search may be
incomplete, thus not capturing all relevant studies. Second, to classify and compare all sample papers,
a fixed coding schema was applied, which may risk excluding or simplifying certain aspects and insights
covered in the present literature. Third, in the course of the model construction process, we regard
platforms from a global perspective, not accounting for industry-specific factors and risks.
Consequently, this research proposes overall strategic considerations, however, their application might
vary from one industry to another. Moreover, the reviewed articles mainly investigated digital platforms
from western and industrialized domains which limits the generalizability of our results since digital
platforms from eastern or growing domains might employ different CMO configurations.

We propose three areas for future research: (1) the role of national factors in attaining market
dominance; (2) exploring factors that enable digital platforms to sustain and extend their market
dominance; and (3) strategies for new entrances to dethrone dominant platforms.

While prior work focuses on the interplay of environmental and firm-level factors for attaining market
dominance, it neglects more general and historical aspects such as capital access, state interventions, or
legacy systems. These aspects are, however, important to better understand the breeding grounds of
digital platforms, and can help develop a theoretical framework to understand why American platforms
largely dominate the EU in online consumer-facing markets and why China has mainly escaped
American domination to establish a self-sufficient platform economy (Evans and Gawer 2016). A more
comprehensive understanding of national discrepancies enables making important practical
contributions such as deriving strategies for the EU to become a dominant driver of digital platforms.
That is highly important if the EU wants to remain competitive and sovereign in the platform economy
(Parker et al. 2016) and to regain control over new forms of critical platforms (e.g., Facebook in
elections; Google in consumer access; and Amazon in cloud computing). While some initial work for
American platform domination and China’s self-sufficiency exists (Hermes et al. 2020a), we suggest
conducting a comparative analysis of American and European platform equivalents. Comparing
equivalent platforms between both continents, such as Facebook and StudiVZ, will provide a more
nuanced understanding of the role of national factors.
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The second avenue suggests that future research moves beyond the question of how digital platforms
attain dominance, toward investigating how they sustain and extend dominance. This is particularly
important to the regulatory perspective of digital platforms since long-term dominance poses a realistic
threat of abuse of power compared to ephemeral dominance. On the one side, some factors, such as
network effects, might account for both attaining and sustaining dominance, while other factors, such
as platform envelopment (Eisenmann et al. 2011) or inappropriate M&A rules (e.g., Facebook acquiring
WhatsApp without being thoroughly scrutinized), might only contribute to sustaining and extending
dominance. The benefit of platform envelopment is that the platform harvests rents from superadditive
value (Jacobides et al. 2018; Schreieck et al. 2019) and expands its architectural control across multiple
industries (Cennamo 2019). Google, for example, controls the platform core (Android) and
complementary apps (e.g., YouTube, GoogleMaps, Search), and thereby generates superadditive value.
In other words, the value of Android plus YouTube plus Google Maps plus Search is greater than the
sum of their values as standalone offerings (Clemons 2018). Moreover, the owner of the core can
deliberately limit interoperability, thereby defending its complementary apps such as Google did with
the Mobile Application Development Agreement (Edelman and Geradin 2016; European Commission
2018); hence, further restricting competing offers and further extending and sustaining dominance.

Particularly important will be the envelopment of new technological paradigms such as voice-based
digital assistants and operating systems for smart devices. The current market development shows that
giant American platform operators are going to control or even dominate these paradigms as well (think
of Google Home, Siri, Alexa, and Cortana as well as Google’s WearOS, Android Auto, and Android
TV. In this context, we not only encourage investigating how giant platform operators have enveloped
and, thereby, extended their dominance; we especially call to explore the implications of controlling
such an ecosystem of platforms. Controlling both operating systems and digital assistants might
critically impact (European) B2C businesses. While control over operating systems allows the platform
owner to deliberately limit access and interoperability, digital assistants provide the platform owner
with a highly important interface to capture consumer needs. Hence, controlling those two technologies
might increase businesses’ dependency on a small set of giant platform operators. As an example, an
autonomous car manufactured by BMW will only be useful to consumers if Google shares the GPS
location of the users and the place she would like to go as well as an initial request for the autonomous
car that has been triggered through Google’s voice assistant. Even if Google shares this information, it
places BMW at a significantly vulnerable strategic dependence. That is because Google could decide
to have an autonomous car by Audi pick up the user instead. Assuming that future consumers care less
about the brand of their autonomous car, this places Google in a powerful position since Google could
decide to forward all transportation requests to Audi instead of BMW, significantly reducing BMW’s
customer base.

Investigating how to counteract the situation described above represents the theme of the third avenue
for future research: How can new entry dethrone existing platform leaders? We propose to theorize and
empirically study two approaches. First, engaging in industry consortia to build alternative solutions
(Hermes et al. 2020d). In contrast to single firms, consortia can leverage synergies between multiple,
well-established partners. On the one hand, partners can merge financial and human resources to
overcome, for example, the chicken-and-egg problem by leveraging their joint installed customer base.
On the other hand, consortia of incumbents enjoy detailed know-how about markets and technologies
and are, therefore, well-suited to building valuable alternatives. However, consortia have also
significant downsides such as longer decision-making processes and conflicting interests, e.g., IP rights.
Second, shifting toward decentralized decision-making such as in platform cooperatives (e.g., Stocksy,
Partago, Fairmondo). Cooperatives, in general, refer to autonomous associations of persons united
voluntarily to achieve their common economic and social goals through jointly-owned and
democratically-controlled companies. Future research may extend knowledge in this domain to better
understand the outcomes for consumer welfare and total welfare, the ability and willingness to abuse
power and violate laws, and the possibility of granting actors of platform ecosystems decision rights in
the future development of the platform. Hence, rejecting the idea of the sharing economy (abandoning
ownership) and exploring the counterargument (ownership for all) might reveal novel insights into
appropriate legal structure and regulation of digital platform leaders.
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Conclusion

While research on digital platforms and market dominance has explored economic models, single and
multiple case studies, to the best of our knowledge, no study synthesized the various findings into an
integrated framework. Therefore, we conducted a systematic literature review to synthesize previous
research and drew on CMO configurations to develop an integrated framework of how digital platform
owners attain market dominance. Our study thereby contributes to theory by (1) explaining the
interrelations between environmental factors in platform ecosystems and firm-level strategies as well
as firm-level strategies and their effects for market dominance and (2) outlining three fruitful avenues
for future research. In terms of practical contribution, our framework supports both, linear value chain
companies and policymakers, to better understand how digital platform owners attain market
dominance. While linear value chain companies can use this knowledge to develop appropriate coping
strategies, policymakers can provide new policies to better regulate abuse of dominance.

References

Adner, R. 2017. "Ecosystem as Structure: An Actionable Construct for Strategy," Journal of management (43:1),
pp- 39-58.

Amelio, A., and Jullien, B. 2012. "Tying and Freebies in Two-Sided Markets," International Journal of Industrial
Organization (30:5), pp. 436-446.

Armstrong, M. 2006. "Competition in Two-Sided Markets," The RAND Journal of Economics (37:3), pp. 668-
691.

Arthur, W. B. 1989. "Competing Technologies, Increasing Returns, and Lock-in by Historical Events," The
economic journal (99:394), pp. 116-131.

Baldwin, C. Y., and Woodard, C. J. 2009. "The Architecture of Platforms: A Unified View," in Platforms, Markets
and Innovation. Cheltenham: Edward Elgar Publishing, pp. 19-44.

Bamberger, K. A., and Lobel, O. 2017. "Platform Market Power," Berkeley Tech. LJ (32:3), pp. 1051-1092.

Belleflamme, P., and Peitz, M. 2019. "Managing Competition on a Two-Sided Platform," Journal of Economics
& Management Strategy (28:1), pp. 5-22.

Boudreau, K. J. 2012. "Let a Thousand Flowers Bloom? An Early Look at Large Numbers of Software App
Developers and Patterns of Innovation," Organization Science (23:5), pp. 1409-1427.

Bower, J. L., and Christensen, C. M. 1995. "Disruptive Technologies: Catching the Wave," Harvard Business
Review, pp. 43-53.

Caillaud, B., and Jullien, B. 2003. "Chicken & Egg: Competition among Intermediation Service Providers," RAND
Journal of Economics, pp. 309-328.

Carpenter, G. S., and Nakamoto, K. 1990. "Competitive Strategies for Late Entry into a Market with a Dominant
Brand," Management Science (36:10), pp. 1268-1278.

Cenamor, J., Usero, B., and Fernandez, Z. 2013. "The Role of Complementary Products on Platform Adoption:
Evidence from the Video Console Market," Technovation (33:12), pp. 405-416.

Cennamo, C. 2019. "Competing in Digital Markets: A Platform-Based Perspective," Academy of Management
Perspectives:In Press.

Cennamo, C., and Santalo, J. 2013. "Platform Competition: Strategic Trade-Offs in Platform Markets," Strategic
management journal (34:11), pp. 1331-1350.

Clemons, E. K. 2018. New Patterns of Power and Profit: A Strategist's Guide to Competitive Advantage in the
Age of Digital Transformation. Switzerland: Palgrave Macmillan.

Clemons, E. K., Krcmar, H., Hermes, S., and Choi, J. 2019. "American Domination of the Net: A Preliminary
Ethnographic Exploration of Causes, Economic Implications for Europe, and Future Prospects," Proceedings
of the 52nd Hawaii International Conference on System Sciences.

Constantinides, P., Henfridsson, O., and Parker, G. G. 2018. "Introduction—Platforms and Infrastructures in the
Digital Age," Information Systems Research (29:2), pp. 381-400.

Crémer, J., de Montjoye, Y.-A., and Schweitzer, H. 2019. "Competition Policy for the Digital Era," Report for the
European Commission.

Cusumano, M. A., and Gawer, A. 2002. "The Elements of Platform Leadership," MIT Sloan management review
(43:3), pp. 51-58.

de Reuver, M., Serensen, C., and Basole, R. C. 2018. "The Digital Platform: A Research Agenda," Journal of
Information Technology (33:2), pp. 124-135.

Den Hartigh, E., Ortt, J. R., Van de Kaa, G., and Stolwijk, C. C. 2016. "Platform Control During Battles for Market
Dominance: The Case of Apple Versus Ibm in the Early Personal Computer Industry," Technovation (48),
pp- 4-12.

Twenty-Fourth Pacific Asia Conference on Information Systems, Dubai, UAE, 2020 11



Digital Platforms and Market Dominance

Dosi, G. 1982. "Technological Paradigms and Technological Trajectories," Research policy (2:3), pp. 147-62.

Dosi, G. 1993. "Technological Paradigms and Technological Trajectories: A Suggested Interpretation of the
Determinants and Directions of Technical Change," Research policy (22:2), pp. 102-103.

Edelman, B. 2015. "Does Google Leverage Market Power through Tying and Bundling?," Journal of Competition
Law & Economics (11:2), pp. 365-400.

Eisenmann, T., Parker, G., and Van Alstyne, M. 2011. "Platform Envelopment," Strategic Management Journal
(32:12), pp. 1270-1285.

Eisenmann, T., Parker, G., and Van Alstyne, M. W. 2006. "Strategies for Two-Sided Markets," Harvard business
review (84:10), pp. 1-12.

Eisenmann, T. R. 2006. "Internet Companies' Growth Strategies: Determinants of Investment Intensity and Long-
Term Performance," Strategic Management Journal (27:12), pp. 1183-1204.

Eisenmann, T. R., Parker, G., and Van Alstyne, M. 2009. "Opening Platforms: How, When and Why?," Platforms,
Markets and Innovation (6), pp. 131-162.

European Commission. 2018. "Antitrust: Commission Fines Google €4.34 Billion for Illegal Practices Regarding
Android Mobile Devices to Strengthen Dominance of Google's Search Engine." Retrieved 01.05., 2019,
from http://europa.eu/rapid/press-release_IP-18-4581 en.htm

European Commission. 2019. "Antitrust: Commission Opens Investigation into Possible Anti-Competitive

Conduct of Amazon." Retrieved 23.10., 2019, from https://europa.eu/rapid/press-release IP-19-
4291 en.htm

Evans, D. S. 2012. "Governing Bad Behavior by Users of Multi-Sided Platforms," Berkeley Tech. LJ (27:2), pp.
1201-1250.

Evans, D. S., and Schmalensee, R. 2013. "The Antitrust Analysis of Multi-Sided Platform Businesses," National
Bureau of Economic Research.

Evans, P. C., and Gawer, A. 2016. "The Rise of the Platform Enterprise: A Global Survey,").

Foerderer, J., Kude, T., Mithas, S., and Heinzl, A. 2018. "Does Platform Owner’s Entry Crowd out Innovation?
Evidence from Google Photos," Information Systems Research (29:2), pp. 444-460.

Fuentelsaz, L., Garrido, E., and Maicas, J. P. 2015. "A Strategic Approach to Network Value in Network
Industries," Journal of Management (41:3), pp. 864-892.

Gallagher, S. R. 2012. "The Battle of the Blue Laser Dvds: The Significance of Corporate Strategy in Standards
Battles," Technovation (32:2), pp. 90-98.

Gawer, A. 2014. "Bridging Differing Perspectives on Technological Platforms: Toward an Integrative
Framework," Research Policy (43:7), pp. 1239-1249.

Gawer, A., and Cusumano, M. A. 2002. Platform Leadership: How Intel, Microsoft, and Cisco Drive Industry
Innovation. Harvard Business School Press Boston, MA, USA.

Ghazawneh, A., and Henfridsson, O. 2013. "Balancing Platform Control and External Contribution in Third-Party
Development: The Boundary Resources Model," Information systems journal (23:2), pp. 173-192.

Glaser, B. G., and Strauss, A. 1967. The Discovery of Grounded Theory: Strategies for Qualitative Research.
Aldine Transaction.

Hein, A., Schreieck, M., Riasanow, T., Setzke, D. S., Wiesche, M., Béhm, M., and Krcmar, H. 2020. "Digital
Platform Ecosystems," Electronic Markets (30:1), pp. 87-98.

Hein, A., Schreieck, M., Wiesche, M., B6hm, M., and Krcmar, H. 2019a. "The Emergence of Native Multi-Sided
Platforms and Their Influence on Incumbents," Electronic Markets (29:4), pp. 631-647.

Hein, A., Setzke, D. S., Hermes, S., and Weking, J. 2019b. "The Influence of Digital Affordances and Generativity
on Digital Platform Leadership," 40th International Conference on Information Systems, Munich.

Hein, A., Weking, J., Schreieck, M., Wiesche, M., B6hm, M., and Krcmar, H. 2019c. "Value Co-Creation
Practices in Business-to-Business Platform Ecosystems," Electronic Markets (29:3), pp. 503-518.

Hermes, S., B6hm, M., and Krcmar, H. 2019. "Business Model Innovation and Stakeholder Exploring
Mechanisms and Outcomes of Value Creation and Destruction," [4th International Conference on
Wirtschaftsinformatik, Siegen, Germany.

Hermes, S., Clemons, E. K., Schreieck, M., Pfab, S., Mitre, M., Bohm, M., Wiesche, M., and Krcmar, H. 2020a.
"Breeding Grounds of Digital Platforms: Exploring the Sources of American Platform Domination, China's
Platform Self-Sufficiency, and Europe's Platform Gap," 28th European Conference on Information Systems,
Marrakesh, Morocco.

Hermes, S., Kaufmann-Ludwig, J., Schreieck, M., Weking, J., and Béhm, M. 2020b. "A Taxonomy of Platform
Envelopment: Revealing Patterns and Particularities " 26th Americas Conference on Information Systems,
Salt Lake City, USA.

Hermes, S., Maier, M., Hein, A., Béhm, M., and Krcmar, H. 2020c. "User Roles on Peer-to-Peer Sharing
Platforms: A Critical Review of the Literature and Recommended Remedies," Proceedings of the 53rd
Hawaii International Conference on System Sciences.

Twenty-Fourth Pacific Asia Conference on Information Systems, Dubai, UAE, 2020 12


http://europa.eu/rapid/press-release_IP-18-4581_en.htm
https://europa.eu/rapid/press-release_IP-19-4291_en.htm
https://europa.eu/rapid/press-release_IP-19-4291_en.htm

Digital Platforms and Market Dominance

Hermes, S., Toller, N., Hein, A., and Weking, J. 2020d. "Gaining Control over Critical Platforms: A Comparative
Case Study of European Consortia " 28th European Conference on Information Systems, Marrakesh,
Morocco.

Inoue, Y. 2019. "Winner-Takes-All or Co-Evolution among Platform Ecosystems: A Look at the Competitive and
Symbiotic Actions of Complementors," Sustainability (11:3), pp. 726-770.

Jacobides, M. G., Cennamo, C., and Gawer, A. 2018. "Towards a Theory of Ecosystems," Strategic Management
Journal (39:8), pp. 2255-2276.

Kapoor, R. 2018. "Ecosystems: Broadening the Locus of Value Creation," Journal of Organization Design (7:1),
pp. 1-16.

Karhu, K., Gustafsson, R., and Lyytinen, K. 2018. "Exploiting and Defending Open Digital Platforms with
Boundary Resources: Android’s Five Platform Forks," Information Systems Research (29:2), pp. 479-497.

Linsley, P., Howard, D., and Owen, S. 2015. "The Construction of Context-Mechanisms-Outcomes in Realistic
Evaluation," Nurse researcher (22:3), pp. 28-34.

Mclntyre, D. P., and Chintakananda, A. 2014. "Competing in Network Markets: Can the Winner Take All?,"
Business Horizons (57:1), pp. 117-125.

Mclntyre, D. P., and Srinivasan, A. 2017. "Networks, Platforms, and Strategy: Emerging Views and Next Steps,"
Strategic Management Journal (38:1), pp. 141-160.

Parker, G. G., Van Alstyne, M., Choudary, S. P., and Foster, J. 2016. Platform Revolution. How Networked
Markets Are Transforming the Economy and How to Make Them Work for You. WW Norton New York.

Riasanow, T., Jantgen, L., Hermes, S., Bohm, M., and Krcmar, H. 2020. "Core, Intertwined, and Ecosystem-
Specific Clusters in Platform Ecosystems: Analyzing Similarities in the Digital Transformation of the
Automotive, Blockchain, Financial, Insurance and liot Industry," Electronic Markets (In Press), pp. 1-16.

Rochet, J.-C., and Tirole, J. 2003. "Platform Competition in Two-Sided Markets," Journal of the european
economic association (1:4), pp. 990-1029.

Rothe, H., Tduscher, K., and Basole, R. C. 2018. "Competition between Platform Ecosystems: A Longitudinal
Study of Mooc Platforms," in: European Conference on Information Systems. Portsmouth, United Kingdom.

Ruutu, S., Casey, T., and Kotovirta, V. 2017. "Development and Competition of Digital Service Platforms: A
System Dynamics Approach," Technological Forecasting and Social Change (117:C), pp. 119-130.

Rysman, M. 2009. "The Economics of Two-Sided Markets," Journal of economic perspectives (23:3), pp. 125-
143.

Schreieck, M., Clemons, E. K., Wiesche, M., and Krcmar, H. 2019. "Competing with Giant Platform Operators:
An Analysis of Which Traditional Manufacturing Companies Are at Risk from Strategic Dependence on
Other Companies’ Platforms in the Emerging Era of the Internet of Things," in: Platform Strategy Research
Symposium. Boston, USA.

Schreieck, M., Wiesche, M., and Krcmar, H. 2016. "Design and Governance of Platform Ecosystems—Key
Concepts and Issues for Future Research," Twenty-Fourth European Conference on Information Systems
(ECIS), Istanbul, Turkey.

Staykova, K. S., and Damsgaard, J. 2015. "The Race to Dominate the Mobile Payments Platform: Entry and
Expansion Strategies," Electronic Commerce Research and Applications (14:5), pp. 319-330.

Suarez, F. F. 2004. "Battles for Technological Dominance: An Integrative Framework," Research Policy (33:2),
pp- 271-286.

Sun, M., and Tse, E. 2007. "When Does the Winner Take All in Two-Sided Markets?," Review of Network
Economics (6:1), pp. 16-41.

Teece, D. J. 1986. "Profiting from Technological Innovation: Implications for Integration, Collaboration,
Licensing and Public Policy," Research policy (15:6), pp. 285-305.

Teece, D. J. 2018. "Profiting from Innovation in the Digital Economy: Enabling Technologies, Standards, and
Licensing Models in the Wireless World," Research Policy (47:8), pp. 1367-1387.

Tiwana, A. 2015. "Evolutionary Competition in Platform Ecosystems," Information Systems Research (26:2), pp.
266-281.

Tiwana, A., Konsynski, B., and Bush, A. A. 2010. "Research Commentary—Platform Evolution: Coevolution of
Platform Architecture, Governance, and Environmental Dynamics," Information Systems Research (21:4),
pp. 675-687.

Tushman, M. L., and Anderson, P. 1986. "Technological Discontinuities and Organizational Environments,"
Administrative science quarterly (31:3), pp. 439-465.

van de Kaa, G., van den Ende, J., De Vries, H. J., and van Heck, E. 2011. "Factors for Winning Interface Format
Battles: A Review and Synthesis of the Literature," Technological Forecasting and Social Change (78:8),
pp. 1397-1411.

Wan, X., Cenamor, J., Parker, G., and Van Alstyne, M. 2017. "Unraveling Platform Strategies: A Review from
an Organizational Ambidexterity Perspective," Sustainability (9:5), p. 734-752.

Twenty-Fourth Pacific Asia Conference on Information Systems, Dubai, UAE, 2020 13



Digital Platforms and Market Dominance

Wang, S., Cavusoglu, H., and Deng, Z. 2016. "Early Mover Advantage in E-Commerce Platforms with Low Entry
Barriers: The Role of Customer Relationship Management Capabilities," Information & Management (53:2),

pp- 197-206.

Webster, J., and Watson, R. T. 2002. "Analyzing the Past to Prepare for the Future: Writing a Literature Review,"
MIS quarterly (26:2), pp. Xiii-xxiii.
Wolfswinkel, J. F., Furtmueller, E., and Wilderom, C. P. 2013. "Using Grounded Theory as a Method for
Rigorously Reviewing Literature," European journal of information systems (22:1), pp. 45-55.
Zhang, Y., and Duan, W. 2012. "Envelopment-Competition Pattern of E-Business Platform--Insights from the
Competition among Taobao, Baidu and Tencent," 2012 Fifih International Conference on Business
Intelligence and Financial Engineering: IEEE, pp. 51-55.
Zhu, F., and Iansiti, M. 2012. "Entry into Platform-Based Markets," Strategic Management Journal (33:1), pp.

88-106.

Zhu, F., and Iansiti, M. 2019. "Why Some Platforms Thrive and Others Don't." Harvard Business Review [online],

2019, from https://hbr.org/2019/01/why-some-platforms-thrive-and-others-dont

Appendix

Table 1: Overview over the interrelations identified in the literature

Links between Context (C) and Mechanisms (M)

Network Effects <
Architectural Openness

Armstrong, 2006
Staykova & Damsgaard, 2015
Eisenmann et al., 2009

Links between Mechanisms (M) and Outcome (O)

Architectural Openness —
Complementor Network

Den Hartigh et al., 2016
Evans & Gawer, 2016
Inoue, 2019

Network Effects <>
Pricing

Armstrong, 2006
Eisenmann et al., 2006

Architectural Openness — Platform
Identity

Eisenmann et al., 2009

Network Effects <
Platform Ecosystem Mgmt.

Boudreau, 2012

Karhu et al., 2018

Inoue, 2019

Mclntyre & Chintakananda, 2014

Architectural Openness — Platform
Scope

Ghazawneh & Henfridsson, 2013

Tiwana, 2015

Network Effects <> Leveraging
Market Power

Den Hartigh et al., 2016
Ruutu et al., 2017
Eisenmann et al., 2006

Pricing —
Economic Profitability

Eisenmann et al., 2006
Armstrong, 2006
Cennamo & Santalo, 2013

Network Effects <>
Entry Timing

Zhu & Tansiti, 2012

Pricing —
Platform Architecture

Caillaud & Jullien, 2003
Belleflamme and Peitz, 2019
Cennamo, 2019

Technol. Trajectories <>
Architectural Openness

Ruutu et al., 2017
Eisenmann et al., 2009

Pricing —
Platform Size

Bamberger & Lobel, 2017
Eisenmann et al., 2006
Cennamo & Santalo, 2013

Technol. Trajectories <>
Pricing

Rysman, 2009

Leveraging Market Power —
Platform Scope

Constantinides et al., 2018
Gawer & Cusumano, 2002

Technol. Trajectories <>
Platform Ecosystem Mgmt.

Cennamo, 2019
Suarez, 2004

Leveraging Market Power —
Economic Profitability

Wan et al., 2017

Technol. Trajectories <> Entry
Timing

Ruutu et al., 2017

Leveraging Market Power —
Platform Size

Eisenmann et al., 2011
Zhang and Duan (2012

Platform External Parties <>
Architectural Openness

Fuentelsaz et al., 2015
Suarez, 2004
Teece, 1986

Leveraging Market Power —
Platform Identity

Wan et al., 2017

Platform External Parties <>
Leveraging Market Power

Bamberger & Lobel, 2017

Platform Ecosystem Mgmt. —
Platform Scope

Constantinides et al., 2018
Boudreau (2012)
Cennamo & Santalo, 2013
Tiwana et al., 2010

Wan et al., 2017

Inoue, 2019

Platform External Parties <>
Entry Timing

Suarez, 2004

Platform Ecosystem Mgmt. —
Platform Size

Den Hartigh et al., 2016
Fuentelsaz et al., 2015

Entry Timing — = Staykova & Damsgaard, 2015
Platform Architecture / Platform

Identity

Entry Timing — = Eisenmann et al., 2006

Platform Size
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