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D I S C USS I O N  A R E A S

 › The Power of Platforms

 › Ecosystems: The Engine of Platform 
Innovation

 › The Three Critical Steps of Moving from 
Product to Platform

 › Step One: Strategy - Determine What You 
Want Your Ecosystem to Be

 › Step Two: Technology - Focus on Your 
Core Competencies

 › Step Three: Execution - Seek Out 
Knowledgeable Partners

Introduction

Every so often, a technology buzzword comes 
along that lives up to the hype. “Platform” is 
one of them. The five largest companies in the 
world—Apple, Amazon, Alphabet, Microsoft, 
and Facebook—are all platform companies. 
Taken together, they have a market value of 
almost $4.7 trillion.1

Beyond these giants, there are more than 300 smaller “unicorn” startups, 
companies with $1 billion-plus valuations, which are largely platform based 
and add more than $1 trillion to that growing number.2 In fact, a wide variety of 
companies in every industry around the world are now pursuing platform-based 
business models. 

As companies become more platform savvy, many are learning an important 
lesson: A platform will only be as successful as the digital ecosystem that 
supports it. However, while executives understand that ecosystems are critical 
to success, it doesn’t make them any easier to launch and scale. According to 
a recent survey, 84 percent of business leaders believe ecosystems are vital to 
their strategy, but a quarter are not actively pursuing them.3

1 “The 100 largest companies in the world by market  
 value in 2018,” Statista.com
2 “The Global Unicorn Club,” CBInsights.com
3 “Cornerstone of Future Growth: Ecosystems,”   
 Michael Lyman, Ron Ref, Oliver Wright, Accenture,  
 2018
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The Power of Platforms

The so-called FAANG companies mentioned above are among the most 
successful—not just over the past year, or the past decade, but of all time —
because they’ve discovered a fundamental rule about business: Platforms beat 
products every time.4 How can we be so certain? Platforms are designed to quickly 
adapt to changing customer demands, while even the best, most thoughtfully 
designed products simply can’t keep up.  

As the MIT Sloan innovation@work blog explains: “Companies that... transform 
their traditional business models into platforms (or network models) will have a 
competitive advantage based on new insights into pricing, network effects, supply 
chains, and strategy. It’s no longer about simply selling a product, it’s about adding 
value and engaging the customer.”5

Ecosystems: The Engine of Platform Innovation

In the larger discussion of platforms, ecosystems sometimes go unmentioned. 
However, as successful platform companies continue to grab attention, the 
critical role that ecosystems play in their success is becoming harder to ignore. 
In fact, when Accenture recently asked what executives would do to disrupt their 
industries, 60 percent said that they would “build ecosystems.”6 Moreover, a recent 
AppDirect survey found that almost seven out of 10 executives, 68 percent, believe 
ecosystems are the only way to innovate quickly to meet customer demands.7

4  “Why platforms beat products every time,” MIT Sloan 
Executive Education innovation@work Blog, June 7, 
2015

5  Ibid.
6  “Cornerstone of Future Growth: Ecosystems,” 

Michael Lyman, Ron Ref, Oliver Wright, Accenture, 
2018

7 “The 2019 Digital Economy Report: Benchmarking  
 Digital Transformation Trends” AppDirect, 2019

Why is this number so high? Some companies don’t know where to begin; others start 
to build elements of an ecosystem, but run into an avalanche of complexity when they 
try to manage the day-to-day realities of administering a platform. This white paper 
delves into these challenges and explores the three most critical steps of pursuing a 
platform / ecosystem model: ecosystem strategy, technology selection, and project 
execution. It also provides practical answers on how to overcome the obstacles 
associated with each of these areas. 

What is a platform? 
Platforms are digital 
places where companies, 
suppliers, and customers 
come together to create 
value that provides 
a benefit to every 
stakeholder.
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To understand why, let’s look at one of the most successful B2B ecosystems, 
the Salesforce.com AppExchange. Recognizing the potential of ecosystems early 
on, Salesforce.com launched the AppExchange in 2005. Today, the ecosystem 
offers more than 3,000 applications and components that extend and add value to 
Salesforce.com’s core platform. 

The AppExchange has been so successful that, by 2022, IDC predicts that the 
“Salesforce.com economy” will generate $164 billion in new revenue and 585,000 
new jobs in the finance sector, and $159 billion in new revenue and 638,000 new 
jobs in manufacturing, just to name two examples.8 Overall, the ecosystem will be 
more than five times bigger than the company itself, meaning that for every dollar 
Salesforce.com will make, its ecosystem will produce $5.18.9 

The AppExchange may be among the best known B2B ecosystems, but other 
successful examples are on the rise. ADP, Intuit, ABB, Nuance Healthcare—
companies in a wide range of verticals are launching digital platforms to connect 
developers and customers to their products and services. “The good news is that 
it does not take Google’s resources to set up a successful ecosystem,” writes the 
World Economic Forum. “Today, with the use of creativity, business flair and strong 
execution, upstart firms... are building their collaborative value propositions, which 
help link actors in a new way.”10

The Three Critical Steps of Moving from Product to 
Platform

The upside of pursuing a platform strategy is clear, but how does a company 
actually go from being a product-centric organization to a becoming a platform 
with a thriving ecosystem? Every organization is unique, which means there are an 
almost infinite number of paths to forge. 

However, the product to platform journey has several key aspects that all 
companies must navigate. Here we explore three of the most critical steps of 
moving from product to platform, and, just as importantly, to ecosystem as well. 

8  “The Salesforce Economy Forecast: 3.3 Million New 
Jobs and $859 Billion New Business Revenue to Be 
Created from 2016 to 2022,” IDC, October 2017

9 Ibid.
10 “Platforms and Ecosystems: Enabling the Digital  
 Economy,” World Economic Forum, February 2019.

Ecosystems “allow 
enterprises to massively 
scale distribution of their 
digital platforms and 
services through third-
party digital innovators, 
accelerating adoption and 
revenue.” — IDC
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Step One: Strategy - Determine What You Want Your Ecosystem 
to Be

Even though a strong majority of business leaders say that ecosystems are 
essential to the success of their companies, many have a hard time defining 
what their ecosystems should be. In fact, according to Accenture, 37 percent of 
executives “are unable to balance the current business while exploring the new.”11

“[C]ompanies struggle with their strategic intent and goals for the ecosystem,” the 
consulting firm writes. “What is the vision? What are the innovation opportunities? 
How can the ecosystem disrupt the market? What smart pivots need to happen to 
cultivate value?”12 

To articulate the purpose and value of your ecosystem, you should focus on 
answering these questions: 

 › Who are your customers?

Who have been your main customers and other stakeholders in the past? 
End users, developers, distributors, systems integrators, hardware makers, 
etc.? Who will they be in the future?

 › What do you plan to sell through your platform?

Will you sell your own products? Will you offer third-party products and 
services? Will these offerings be purpose-built for your platform? Will you 
only offer digital products? Or will you also sell hardware?

 › How do your customers prefer to buy?

Will you sell directly to customers? Through indirect channels (e.g., 
resellers)? Will you use self-service, assisted sales, a combination, or some 
other model?

 › Where do you want to sell?

Do you sell domestically, internationally, or both? Do you need to consider 
languages, currencies, taxation, security, compliance, and other differences 
in local markets? 

Having clear answers to these questions will make it easier to determine key 
performance indicators (KPIs), set goals, and have a strategic vision for your 
ecosystem. Moreover, they can help define your technical requirements in the 
selection process for your platform technology, whether you build in-house, work 
with a provider, or a combination of the two approaches. 

11 “Cornerstone of Future Growth: Ecosystems,”   
 Michael Lyman, Ron Ref, Oliver Wright, Accenture,  
 2018
12 Ibid
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Step Two: Technology - Focus on Your Core Competencies

Strategy is important, but finding the right technology to power an ecosystem 
can seem like an even higher-stakes challenge. After all, if the technology doesn’t 
work, it will become very apparent, very fast—a broken ecosystem often means 
disgruntled providers, unhappy customers, and revenue disruption. 

Given this, 63 percent of executives say that technology is the most important thing 
to get right in an ecosystem. At the same time, 38 percent of business leaders 
say they struggle with developing the technology to support ecosystems. How do 
organizations find the right technology for their needs?13

Often, it boils down to the age-old “build versus buy” question. As with almost 
every decision in the product to platform journey, the answer will depend on the 
unique needs of each organization. However, one company that is in the midst of 
making the transition—iCIMS, a leading provider of cloud-based talent acquisition 
solutions—recommends focusing on the question of differentiation. 

“The first question we asked ourselves was: ‘Is it really a value differentiation if we 
had to build the platform and ecosystem technology?’ And the answer was no,” 
explains Anders Farrugia, Portfolio Director at iCIMS.14 

“Just be honest and say, ‘We have software developers, but platforms and 
ecosystems are not our expertise.’ Our space to innovate is in talent and inside 
of our application and our workflow,” he says. “We were able to have a good, 
honest conversation at our engineering level and say, ‘There’s another way. Let’s 
investigate working with a provider.’”15

In many cases, however, companies have already built some portion of the 
ecosystem technology, which can turn “build versus buy” into a “build and buy” 
scenario. For organizations in this situation, it is critical to find a technology 
provider that can integrate with your existing systems. The goal of product to 
platform should almost never be to rip and replace; the expense of starting from 
scratch is a non-starter, and teams should be able to maximize the ecosystem 
technologies that they’ve already invested in.

13 Ibid.
14 “Executive Q&A: How to Move from a Product-  
Focused Company to a Platform,” AppDirect, April 11,  
 2019
15 Ibid.

63%   
  

of executives say that 
technology is the most 
important thing to get right 
in an ecosystem. 
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Step Three: Execution - Seek Out Knowledgeable Partners

Given the inherent complexity of the platform / ecosystem model, it should come 
as no surprise that many companies fail to get it right. In fact, it is estimated 
that more than 80 percent of digital projects—especially large scale initiatives 
like launching a platform and ecosystem—fail.16 “A multisided platform is one of 
the toughest businesses to get right,” write Richard Schmalensee, professor 
emeritus at MIT Sloan School of Management, and David S. Evans, chairman of the 
consulting firm Global Economics Group.17 

They continue: “Multisided platform[s]... particularly truly innovative ones, face 
an incredibly complex problem in getting going. There are so many moving parts 
involved in getting the right stakeholders, in sufficient numbers, on board.”18

The price of failure—measured in both dollars and in missed opportunities—can be 
high. The average lost investment for a cancelled digital project is more than half 
a million dollars, $516,563, while the average lost investment for a failed project is 
even more, $677,378.19

Even more troubling, two-thirds (66 percent) of organizations say that the expense 
of failed digital transformation projects has caused them to not pursue additional 
opportunities.20 With almost half of organizations, 46 percent, actively seeking 
ecosystems and new business models, companies can’t afford to sit on the 
sidelines.21 “Industry leaders are recognizing the power of ecosystems—a proven 
construct that can drive growth. Waiting is not an option when so many disruptors 
are taking advantage of this stepping-stone to growth,” writes Accenture.22

Working with partners that have experience with ecosystems can help mitigate 
the risk of failure. This is particularly true for the platform / ecosystem technology 
provider you choose to work with. Here are four important questions to ask as you 
evaluate solution providers.

16 “Digital transformation churn: Why the   
 digital transformation fail rate is so high,” Tim Keary,  
 InformationAge.com, January 24, 2019.
17 “What You Need to Know Before Starting a   
 Platform Business,” Martha E. Mangelsdorf, MIT  
 Sloan Management Review, April 27, 20171

18 “5 Questions With David S. Evans And Richard   
 Schmalensee On Matchmaking,” David Slocum,  
 Forbes.com, May 25, 2016
19 “The Digital Transformation PACT,” Fujitsu, 2017
20 Ibid.
21 “Cornerstone of Future Growth: Ecosystems,”   
 Michael Lyman, Ron Ref, Oliver Wright, Accenture,  
 2018
22 Ibid.

46%   
  

of executives are actively 
seeking ecosystems and 
new business models. 
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 › Does the provider offer billing that is purpose-built for ecosystems?

Enabling full multi-sided omnichannel commerce for core offerings and third parties is complex. A billing engine must be 
able to handle a range of scenarios, including pay per use, subscriptions, time-bound trials, and more. 

Companies also need to consider third-party monetization. This is more than a referral link to a developer’s website; 
full third-party monetization includes automated taxation, payouts, and reconciliation across a company’s entire digital 
ecosystem, including developers and resellers. Even if you aren’t ready to monetize an ecosystem at launch, a platform 
provider should have the option available for when you are ready to scale. 

Key ask: How does the provider solve for complex billing scenarios across multiple sales channels? (e.g., 
subscription, usage, tiered, metered, graduated, freemium, etc.)

 › Does the provider make it easy to onboard new applications?

Ecosystems can be highly specialized, often by vertical and target customer. To accommodate the need for particular 
software beyond a core catalog, a provider should offer a sophisticated developer center that makes it easy to add new 
applications, add-ons, extensions, and other digital products to an ecosystem. Giving third parties the tools to integrate, 
test, and maintain their products will help ensure strong ecosystem growth. 

Key ask: How does the provider simplify the onboarding process and impact time to market for new products and 
services?

 › Is the provider flexible enough to support your go-to-market strategies, both now and in the future?

The digital economy demands near-constant experimentation and agility to meet rapidly changing customer demands. 
To maintain your competitive edge, you need a partner who can help you balance near-term technical requirements 
while keeping your long-term vision in mind. 

In practical terms, this means looking for a provider than can support your ability to sell digital products and services 
across multiple dimensions—vendors, services, channels, and devices. Even if you’re not ready now, having the flexibility 
to engage in this type of multi-dimensional commerce when the time is right will be a huge advantage.  

Key ask: How will the provider’s technology evolve and scale as your ecosystem matures?

 › Does the provider have deep experience and expertise in digital commerce?

Planning, launching, and optimizing a platform and ecosystem is a complex project involving numerous stakeholders 
across multiple company divisions. These initiatives require careful planning and sound execution on both the technical 
and business sides of an organization. 

To help ensure success, look for providers that have experience powering the platforms and ecosystems of well-
known companies. Moreover, a provider should have the expertise to help you optimize your ecosystem, including 
advice on creating strong go-to-market and demand generation strategies, best practices for avoiding channel conflict, 
incentivizing sales teams, and other aspects of digital commerce.  

Key ask: Does the provider offer consultation to guide customers through the internal change management needed 
to build a successful ecosystem?
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A B O U T  A PP D I R EC T

AppDirect provides the only end-to-end cloud commerce platform for succeeding in the digital economy. 
The AppDirect ecosystem connects channels, developers, and customers through its platform to simplify 
the digital supply chain by enabling the onboarding and sale of products with third-party services, for 
any channel, on any device, with support. Powering millions of cloud subscriptions worldwide, AppDirect 
helps organizations, including Jaguar Land Rover, Comcast, ADP, and Deutsche Telekom, connect their 
customers to the solutions they need to reach their full potential in the digital economy. 

AppDirect is headquartered in San Francisco, California with offices around the globe and works 
across vertical industries, including software, manufacturing, value-added resellers and financial 
services. J.P. Morgan, Foundry Group, iNovia Capital, StarVest Partners, Stingray Digital and  
Mithril Capital Management have invested in AppDirect.

For more information contact  
info@appdirect.com  
or visit www.appdirect.com.

650 California Street, 25th Floor 
San Francisco, CA 94108 
(877) 404-2777

Copyright © 2019 AppDirect Inc.
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No Pressure Advice from Industry Experts

AppDirect is a trusted advisor to companies around the globe—including ADP, 
ABB, Deutsche Telekom, and others—as they explore their options for launching or 
scaling platform/ecosystem strategies.

If you’re interested in learning more, visit appdirect.com.

Conclusion

More than three-quarters of executives believe that “current business models will be 
unrecognizable in the next five years,” and that ecosystems will be the main factor 
driving these changes.23 In order to stay competitive, companies must make the 
move from a product-focused business to a platform strategy supported by a thriving 
ecosystem of providers and other partners.

There is no one-size-fits-all approach to making this transition, but every company 
must master three critical steps of the product-to-platform journey: ecosystem 
strategy, technology selection, and project execution. 

With a well-thought out approach to each of these areas, companies will be able to 
accelerate their transition to a platform-based business model, and begin to reap all 
of the rewards—from faster innovation and visionary market leadership, to happier 
customers and more revenue—that can come with it.

23 “Cornerstone of Future Growth: Ecosystems,”   
 Michael Lyman, Ron Ref, Oliver Wright, Accenture,  
 2018


