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Drivers of Digital Transformation

Social
Media

Social channels
are being
leveraged by
businesses to
interact with

their customers.

Mobility is
shifting the focus
of application
development
away from the
traditional
“desktop- based”
approach to a
“mobile-first”
one.

Analytics is
enabling
enterprises to
explore large
volumes of data
to gain insights
and drive
strategic
decisions.

Internet of
Everything (loE)
is opening
significant
opportunities
by connecting
everything to
internet.

Cloud
computing is
reshaping the
way software
and services
are sold and
delivered.

Source: EY. Imagining the Digital future How digital themes are transforming companies across industries February 2015



Drivers of Digital Transformation

The next set of technologies every company will need to master:

D A R @

Distributed Ledger Artificial Extended Quantum
Technology (DLT) Intelligence (Al) Reality (XR) Computing
DARQ Getto Human+ Secure US My
Power [T KnowMe | Worker [1 g  fo Lo }‘ Markets
Understanding the DNA of DARQ
New technologies are catalysts for change, offering
businesses extraordinary new capabilitiea. Diatributed .
ledger technology, artificial intelligence, extended Al “Reality Veragity Frictionte ik
reality, and quantum computing will be the next set of
new technologies to apark a step change, letting
businesses reimagine entire industriea.
2017 Alisthe Ecosystem | Workforce || Design for }» The
Tends | NewUl [ Powerplsys T Msrketplsce 1| Humans Uncharted —

Digitalization of Product and Service

Degree of product and service digitization

Primarily physical = Mixed digital and Primarily digital
physical
® | Industry examples: Industry examples: Industry examples:
g  Agriculture * Aerospace and * Financial markets
> | » Consumer defense ® Gaming
ﬁ products * Automotive * Music E
ttu * Industrial products e Banking * Software, §;
g ® Metals and mining ® Consumer electronics applications Q
= | * Services ® Healthcare
g ¢ White goods * Medical devices
[ * Publishing, education
publishing
* Retail
® Telecommunications

Digital transformation drivers >

Source: IBM Institute for Business Value analysis.



Internet and competitive strategy

Porter defines industry attractiveness as “long term return on invested capital”

... depending on the level of the competitive forces playing in the industry.

Internet is changing the scenario in many industries as it can be used to:

Operate at a lower cost, increasing operational effectiveness

Command a premium price, achieving a unique strategic positioning

At a first step this analysis can be done according to a traditional approach but the
increase of the digitalization call for a ridefinition of the business models

Internet and industry structure (Porter)

Threat of substitute
products or services

= 2

Bargaining power
of suppliers

(+1-) Procurement using the Internet
tends to raise bargaining power
over suppliers, though it can also
give suppliers access to more
customers

(-) The Internet provides a channel
for suppliers to reach end users,
reducing the leverage of
intervening companies

(-) Internet procurement and digital
markets tend to give all companies
equal access to suppliers, and
gravitate procurement to
standardized products that
reduce differentiation

(-) Reduced barriers to entry and

.
> <

Rivalry among
existing competitors

/

—

(-) Reduces differences among
competitors as offerings are
difficult to keep proprietary

(-) Migrates competition to price

(+) Widens the geographic market,
increasing the number of
competitors

(<) Lowers variable cost relative to
fixed cost, increasing pressures
for price discounting

£
B

the proliferation of competitors
downstream shifts power to
suppliers

Barriers to entry

(+) By making the overall industry
more efficient, the Internet can
expand the size of the market

() The proliferation of Internet
approaches creates new
substitution threats

! Buyers
\ Bargaining Bargaining

power of power of

channels end users

(+) Eliminates (-) Shifts
powerful bargaining
channels or power to end
improves consumers
bargaining () Reduces
pomsr e switching
traditional costs
channels

(-) Reduces barriers to entry such as the
need for a sales force, access to channels,
and physical assets - anything that
Internet technology eliminates or makes
easier to do reduces barriers to entry

(+) Internet applications are difficult to keep
proprietary from new entrants

() Aflood of new entrants has come into
many industries



Dimensions of digital transformation

Elements of digital transformation

What do businesses need to do to get ahead of Integrate
the widespread forces for change in our digital E

3
age? 2. g

L £
a. Reconfiguring the customer value proposition §f everage §
(what is being offered) _§E 8

. . 8 Value proposition focus
b. Reshaping the operating model < —
Create
Enhance Extend Redefine

how it is delivered).
( ) Reshaping the customer value proposition
The “what”

Source: IBM Institute for Business Value analysis.

Dimensions of digital transformation

Reshaping the customer value proposition

Enhance Extend Redefine
or augment physical products or the physical or traditional products and the value delivered to customers, replace
services with digital content, information, services through digital content, creating physical with digital or build fully integrated
insight and engagement new revenue streams digital/physical value and revenue
Key strategic moves Key strategic moves Key strategic moves
* Augment the customer experience with * Add new revenue streams to traditional * Design new revenue models in which
digital content or mostly physical offerings digital elements replaces physical ones
* Differentiate with digital community * Create new revenue streams from * Recombine or reassemble “information
. stretching the brand elements” to create new or additional
* Enhance customer experience across value
multiple touch-points * Integrate across touch-points to increase
sales and transactions * Transform the customer experience

Source: IBM Institute for Business Value analysis.



Dimensions of digital transformation

Reshaping the operating model I

Create Leverage Integrate
the basic digital delivery capabilities by using information across channels and and fully optimize all elements of the value

required to improve operations and engage organizational structures, while optimizing delivery around customer touch-points and
customers across multiple touch-points capabilities within each element deliver efficiency/effectiveness

Source: IBM Institute for Business Value analysis.

The Enterprise IT system is a strategic leverage for the “How” of the digital
transformation, as long as there are these conditions:

* deploy a consistent technology platform

¢ keep on innovating and coming up with better ways of working

e use the IT platform to propagate these business innovations widely and reliably.

Categories of IT applications

IT applications can be classified based on their impact on activities and processes

IT Category Definition Characteristics Examples

Function IT IT that assists with « Can be adopted without complements Simulators, spreadsheets,
the execution of « Impact increases when complements computer-aided design,
discrete tasks are in place and statistical software

Network IT IT that facilitates « Doesn’t impose complements but lets them E-mail, instant messaging,
interactions without emerge over time wikis, blogs, and mashups
specifying their « Doesn’t specify tasks or sequences
parameters « Accepts data in many formats

« Use is optional

Enterprise IT IT that specifies « Imposes complements throughout the Software for enterprise resource
business processes organization planning, customer resource
« Defines tasks and sequences management, and supply
« Mandates data formats chain management

« Use is mandatory

Source: McAfee, Mastering the three worlds of IT



Types of Information Systems

Transaction Processing System (TPS)
Goal: increasing efficiency/productivity;

Data source: internal; order | "“ "’;j“:’gn"" 3| msrues
Data: very detailed. B Lo 7 rarsid
Producton resource '} unit
. file planning L product .
Management Information System (MIS) ' " msl NI *l‘
s i |C| iv ; i_ change =
Goal: increasing efficiency/effectiveness b ranae s
data
. . . . ) " General
Data source: mainly internal; Accounting ledger -1 - p—
Data: synthesis, with possible drilling-in. -M T

Executive Support System (ESS)
Goal: improve effectiveness;
Data source: mainly external;
Data: very broad (potentially detailed on key topics).

ERP - Definition

ERP is an integrated Enterprise IT system.

It has grown from MRP (Material Requirements Planning) driven by a need for stronger
integration between the functional enterprise silos that dominated firms (legacy IT
systems).

ERP (enterprise resource planning):
“framework for organizing, defining, and standardizing the business processes
necessary to effectively plan and control an organization so the organization can use
its internal knowledge to seek external advantage”.

Source: The Eleventh Edition of the APICS Dictionary (Blackstone and Cox, 2005)
With the rise of e-Business and the need to integrate multiple sources of information

within the enterprise, ERP software has emerged as the standard reference for
enterprise IT systems as well as the required building block for digital transformation.



ERP System structure

ERP provides the backbone for an enterprise-wide information system.

At the core of this ES is a central database which draws data from and feeds data into
modular applications that operate on a common computing platform

ERP is based on a common business model standardizing business processes and data
definitions into a unified IT environment.

Manager and
stakeholders
"
Sales and Reporting Financial
delivery applications applications
» applicatios | # »
9] NS i
€ SN v v
L= Central  LiManufacturing| 5
3 |, database applications =
O y o
Service I
A Human nventory
EERRS resource and supply
management applicatios
applications
Employees

Source: Davenport, Putting the Enterprise into the Enterprise System

ERP system as an extended platform

SAP Business Suite

ERP systems can be used as an

extended platform to
integrate: e
Quality- and Asset Management
1. Downstream: QRM . SAP ERP
Customer Relationship praytcs
Management e
Covpou!e.Selvices
2. Upstream: SRM Onerstions
Supplier Relationship ventory & Warehouse Momt.
Management —

3. Development: PLM
Product Life-cycle
Management

4. Operations: SCM
Supply Chain
Management ERP can also be the platform for

= Business Analytics

= Process Mining

= Enterprise Social Media

= interface with loT (Internet of Things)




... towards business analytics

\ OPTIMISATION
I What's the best that can happen?

i PIIEIIII!'I’WE MODELLING
> What will happen next?

FDREGASIHIG

Business
Analytics

Business Value

STATISTICAL ANALYSIS
Why is this happening?

ALERTS
What actions are needed?

(5} A‘ - QUERY DRILLDOWN (OLAP)
Where exactly is the problem?

AD-HOC REPORTS
o ‘ p. How many, how often, where?

Business
Intelligence

~—
© STANDARD REPORTS
D wtopener = >
Degree of Intelligence e

Any Source Move, Transform, and Persist Data Report on Data

SAP Business Suit Realtime / Batch

Real-time / Betch
Non-SAP Data Sources

Realtime /Betch

Cloud Sources

Event Streams

Complex Event
Data Source

Data Provisioning

Data Synchronization

Network Devices
| — Wired / Wireless
Data Sources Data Virtualization

‘ (HANA, IQ, ASE, Hadoop, efc. )

... towards process mining
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... towards social media features
SAP Jam Collaboration for HR
Revolutionize work, simplify s s SRR
your business X :
(
Social collaboration streamlines HR business processes across your L i
organization - bringing people together to drive companywide results.
Da: SAP Jam noreply@sapjam.com (- Poruraalil s
Oggetto: [SAP Jam] Daily alert for November 22, 2017 R
Data: 22 novembre 2017 09:32 e ey CAPTHATE b s st
A: Corrado Cerruti corrado.cerruti@uniroma2.it Co
Here are the SAP Jam alerts you requested. . ‘ ’ i“ o
1
EXHIBIT 2| Industry 4.0 Is Changing ing 8
O Reteed cetle o brodc Hows aeross barders

Greater automation will
fisplace some of the least-

- g
Integrated communication S some ctistiens

i equire
along theentire value higher-skilled labor for

... towa rd S b i metgwdmanterg
Industry 4.0 loT

Machine-to-machine and machine-to-human
interaction enables customization and small batches

Source: BCG.

P Leonardo loT Bridge

Connected
Products

Connected Connected

Markets People

Connected Connected
Fleet Infrastructure

Connected
Assets

Q

i

Fixed Asset Insights

Product Insights Mobile Asset Insights Building Insights Market Insights People and Work
— Manufacturing
Goods and Equipment Execution Logistics Safety Construction Rural Areas People and Health
Supply Networks Mar\TUlfaCﬂ‘l(Fing Logistics Networks Energy Grids Urban Areas People and Homes
etworks

SAP Leonardo loT Foundation

SAP Leonardo loT

5 SAP Cloud Platform / SAP HANA Platform
Edge Computing

1aa$S (GCP, AWS, Azure + SAP DC)



Dimensions of digital transformation

© 2011 MIT Center for Digital Business and Capgemini Consulting

Coordination models for digital transformation

Silo Central coordination
« Digital strategy defined at
?TE‘Ee HQ ] enterprise level
i « Digital initiatives funded
~ and coordinated at
o KN .
g i developed and managed
2 in business units
"
L)
ng

--6 ¢eng

=
g budgets are
2
@ &
= g
from dedicated business
wiit i @ opemﬁom.;‘dbmuustuse
E from dedicated business
S unit when available

© 2011 MIT Center for Digital Business and Capgemini Consulting



Approaches to digital transformation

FASHIONISTAS DIGIRATI
* Many advanced digital features * Strong overarching digital vision
(such as social, mobile) in silos * Good governance
* No overarching vision * Many digital initiatives
* Underdeveloped coordination generating business value in
* Digital culture may exist in silos measurable ways
 Strong Digital culture
2
B
&
E
=
g’ BEGINNERS CONSERVATIVES
* Management skeptical of the ¢ Overarching digital vision exists,
business value of advanced but may be underdeveloped
digital technologies » Few advanced digital features,
* May carry out some though traditional digital
experimentation capabilities many be mature.
* Immature digital culture  Strong digital governance
across silos

 Taking active steps to build
digital skills and culture

Transformation management intensity

© 2011 MIT Center for Digital Business and Capgemini Consulting

The essence of digital transformation

Digital transformation framework

KCMthorisﬁes:
Flexible

Supply chain is
transparant and
automatad

L1 In

Linked individual/
organization and
digital/physical
Tailored
Individual is
known and

Integrate

Leverage
Value delivery focus

Reshaping the operating model

Create

Source: IBM Institute for Busi Value analysis; *Digital Creating new

y

business models where digital meets physical” IBM Institute for Business Value.




The value chain/industry changes

Value chains will fragment

New technologies will make value chains more transparent and

easier to decompose (see Figure 4). In the past, value chain

disruptions often involved replacing whole value chains or big

chunks of value chains, such as replacing traditional banking
processes with Internet-based, virtual banking. Next genera-
tion value chain disruption will involve contesting more
specific elements or functons within value chains.

Value creation in traditional value chains

W

plus

[ ]
-
Consumer

Total value = total costs + total returns

Industries will converge

As specific functions in value chains are contested, new

competitors will emerge. Functional specialists from one

industry will begin competing in specific value chain functions
of other industries. This cannibalization across industries will

begin to drive industry convergence (see Figure 5).

Total value = willingness to pay to participate in the ecosysteam

Digital transformation trends

Connectivity
Interactivity
Awareness
Intelligence

and assumed

Source: IBM Institute for Business Value analyss.

Linked individual/organization
and digital/physical

and unique

Everyone-to-everyone (EzE)
s

Orchestrated

The ecosystem is
collaborative and seamless

r >0

Symbiotic

Everyons and everything
is mutually interdependent

e

r»®
Cognitive
Self-supportad learning and
predictive capabilities

FN N




Five Domains of Strategy that Digital is
Changing

Across there five domains, digital technologies are redefining many of the
underlying principles of strategy and changing the rules by which companies
must operate in order to succeed.

&

CUSTOMERS

@

COMPETITION

10101
01011

DATA

®

INNOVATION

&

VALUE

CUSTOMERS
VALUE COMPETITION
10101
01011
INNOVATION DATA
From To
Customers  Customers as mass market Customers as dynamic network
(chapter2)  communications are broadcast to customers Communications are two-way

Firm is the key influencer
Marketing to persuade purchase
One-way value flows

Economies of (firm) scale

Customers are the key influencer

Marketing to inspire purchase, loyalty, advocacy
Reciprocal value flows

Economies of (customer) value

Competition ~ Competition within defined industries Competition across fluid industries
(chapter3)  clear distinctions between partners and rivals Blurred distinctions between partners and rivals
Competition is a 2ero-sum game Competitors cooperate in key areas
Key assets are held inside the firm Key assets reside in outside networks
Build product with unique features and benefits Build platforms with partners who exchange value
Afew dominant competitors per category Winner-takes-all due to network effects
Data Data is expensive to generate in firm Data is continuously generated everywhere
(chapter4)  challenge of data s storing and managing it Challenge is turning data into valuable information
Firms only make use of structured data Unstructured data is increasingly usable and valuable
Data is managed in operational silos Value of data is in connecting it across silos
Data is a tool for optimizing processes Data is a key intangible asset for value creation
Innovation  Decisions made based on intuition and seniority Decisions made by testing and validating
(chapter 5) Testing ideas is expensive, slow, and difficult Testing ideas is cheap, fast, and easy
Experiments conducted infrequently, by experts Experiments conducted constantly, by everyone
Challenge of innovation is to find the right solution Challenge of innovation is to solve the right problem
Failure is avoided at all cost Failures are learned from, early and cheaply
Focus is on the “finished” product Focus is on minimum viable products and iterating
after launch
Value Value proposition defined by industry Value proposition defined by changing customer needs
(chapter6)  gxecute your current value proposition Uncover the next opportunity for customer value

Optimize your business model as long as possible
Judge change by how it impacts your current business

Market success allows for complacency

Evolve before you must, to stay ahead of the curve

Judge change by how it could create your next
business

“Only the paranoid survive”




Customer 2

CUSTOMERS

In the digital age, we are moving to a world best described not by mass
markets but by customer network.

Customer are dynamically connected and interacting in ways that are changing
their relationships to business and to each other and shaping business
reputations and brands.

Customer use digital tools to discover, evaluate, purchase and use products and
how they share, interact and stay connected with brands.

Therefore, businesses should rethink of their traditional marketing funnel and
reexamine their customers’ path to purchase.

Competition @

COMPETITION

* How businesses compete and cooperate with other firms.

* Industry boundaries are blurring.

* A major shift in the locus of competitors.



10101

Data 01011

DATA

How business produce, manage, and utilize information.

Data generates from every conversation, interaction, or process inside or
outside business (think about social media, mobile services, sensors,...)

The “big data” tools allow firms to make new kinds of predictions, uncover
unexpected patterns in business activity and unlock new sources of value.

Data is a vital part of how every business operates, differentiates itself in the
market, and generates new value.

Innovation

INNOVATION

The process by which new ideas are developed, tested, and brought to the
market by businesses.

Traditionally, innovation mainly focuses on finished products, where market
testing was difficult and costly, and the cost of failure was high.

Digital technologies enable a very different approach to innovation based on
rapid experimentation.

Digital technologies makes it easier and faster to test ideas, having market
feedback. Assumptions are repeatedly tested based on validation by real
customers.

The focus is on minimum viable prototypes that maximize learning while
minimizing cost.



Value

Traditionally, a firm’s value proposition was seen was as fairly constant. A
successful business was one that a clear value proposition, found a point of
market differentiation, and focus on executing and delivering the best version

of the same value proposition to its customers.

In the digital age, we can observe changing value propositions and disruption

by new competitors.

Any new technology may be a way to extend and improve the value

proportions.

Businesses need to seize emerging opportunities!

THE DIGITAL TRANSFORMATION PLAYBOOK

DOMAINS

STRATEGIC THEMES

KEY CONCEPTS

@

CUSTOMERS

Harness customer networks

« reinvented marketing funnel
* path to purchase

« core behaviors of customer networks

@

COMPETITION

Build platforms, not just products

« platform business models
« (in)direct network effects
+ (dis)intermediation

* competitive value trains

10101
01011

DATA

Turn data into assets

« templates of data value
« drivers of big data
* data-driven decision making

®

INNOVATION

Innovate by rapid experimentation

+ divergent experimentation

« convergent experimentation
* minimum viable prototype

* paths to scaling up

&

VALUE

Adapt your value proposition

« concepts of market value
« paths out of a declining market
+ steps to value prop evolution
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Harness Customer Networks B

CUSTOMERS

* Customers behave moralize tightly connected networks, therefore, businesses
must learn to harness the power and potential of customers network.

* It means engage, empower and co-create with customers. Creating effective
customer strategy requires to understand such key concepts as customers and
strategic assets, the reinvented marketing funnels, the digital path to
purchase, and the five core behaviors of customer networks :

— Access /Engage/ Customize/ Connect/ and Collaborate

Build platforms, not just products @

COMPETITION

* Building effective platform business models may involve becoming a trusted
intermediary who brings together competing businesses.

* To develop a digital-age competitive strategy, we need to understand platform
business models, direct and indirect network effects, co-opetition between
firms, dynamics of intermediation and disintermediations, and competitive
value trains.



Turn data into assets

DATA

To turn data into a truly strategic assets:
1. assembling the right data
2. applying it effectively to generate long term business value.

Four templates of data value creation: the new sources and analytical
capabilities of big data, the role of causality in data-driven decision making,
the risks around data security and privacy.

Innovate by rapid experimentation

INNOVATION

Digital technologies make it so fast, easy, inexpensive to test ideas.

Innovation in the digital age requires that you have a firm understanding both
convergent experiments (with valid samples, test groups and controls), and
divergent experiments (designed for open ended inquiry).

To bring the results to market, minimum viable prototypes and products and
mastering the four paths to scaling up an innovation are needed.



Adapt your value proposition

VALUE

* Businesses must learn how to continuously adapt their value proposition.

* Businesses need to focus beyond their current business model and less in on
how they can best deliver value to their customers as new technologies
reshaped opportunities and needs.

* To proactively adapt value proposition: the different concepts of value
propositions, the three possible paths out of a declining market position,
analyzing the existing value proposition, identifying emerging opportunities
and threats, synthesize an effective next step in evolution.

Rise of the platform

¢ Platforms businesses to shift from linear to more networked business models.

Commoditized on - commoditized

IHuvelTunighr O CircleUp PROSPERP ##LendingClub &

Commoditized on - commoditized

amazon ebay Etsy

facebook Linked ] ¢MMrenren @ Nextdoor tinder.

s
P Payral = .ilevelUp “) Skypez (9 whatsapp A4 7 %] Ry wecnat



What is Platform Business Model?

* in general “something on which you can build”.

* intech circles may be any underlying software on which additional
programs are built.

* in media industries may be a distribution channel.

* in marketing may refer to any brand or product line that could be used to
launch additional products.

* In this chapter: a kind of Business Model.

Origins of Platform Theory

* The idea of platforms as business model has its origins in the economic
theories of two-sided markets.

* The theory began to shift from looking at the market dynamics (i.e. who will
pay what price in equilibrium with others) to looking a the kind of businesses
that make them possible (i.e. what distinguishes the business model of a Visa
or MasterCard).




A definition of Platforms

* “Aplatform is a business that creates value by facilitating direct interactions
between two or more distinct types of customers.”

* Three key points:

1. Distinct types of customers: two or more sistine sides (buyer and
seller, software developers and consumers, ...)

2. Direct interaction: direct interactions of two or more sistine sides

3. Facilitating

Some examples of Platforms

Reartifil Portland

Renters Hosts

You/Jube

Video viewers Video creators

Search advertisers

J




Four types of Platforms

Four types of Platforms

Bring together two distinct
groups of customers for a direct
value exchange.

example: real estate brokers,
eBay, Airbnb




Four types of Platforms

Act as an intermediary between
different parties to facilitate
payments and financial
transactions.

Transaction

System

Example: PayPal & Apple Pay

Four types of Platforms

Play an additional role for
creating (or sourcing) media
content that is attractive to
customers.

As platform attract more people,
its value to advertisers increases.




Four types of Platforms

Provide a uniform standard for
the design of subsequent
products to enable their
interoperability and the benefit
the ultimate consumer.

Apple’s iOS and Google’s
Android

Direct and Indirect Network Effects

* Network Effect: the value of platforms increases as more customers use them.

— Direct Network Effect: the increasing number of customers or users of a
product drives an increase in value or utility for the same type of user
(Facebook)

— Indirect Network Effect: increase in the number and quality of customers
on one side of the platform drives increasing value for customers on the
other side of the platform (Airbnb and Paypal).




How digital impact Platforms?

Digital technologies are supercharging the growth and power of multisided
platforms: web, on-demand cloud computing, application program interfaces
(APIs), social media, mobile computing devices,...
Digital technologies are driving four key elements of platforms:

1. Frictionless acquisition

2. Scalable growth

3. On-demand access and speed

4, Trust

How digital impact Platforms?

* Frictionless acquisition: Thanks to the Web, APIs, and software development
kits, the process of acquiring new customers for a platform is increasingly
frictionless.

* Scalable growth: Cloud computing allows any size of business to rapidly scale
the size of its platform as fast as it can acquire new customers.

* On-demand access and speed : By mobile computing, any platform can be
accessible to all of its customers anywhere at any time.

* Trustability to authenticate customers through their Facebook, Google, Twitter
and ... identities make it much easier for businesses to use a verification system
for new customers on its platform.

The biggest impact of digital technology on platforms may be in the size of the
businesses involved (from large enterprises to start-ups).




4 N
Competitive Benefits of Platforms

* Lightin Assets :tend to having few employees for the revenue since customers
do much of the work tat employees would do in a vertically integrated
business. Thus, platform businesses can achieve extremely high operating
margins on a percentage basis.

* Scaling fast: cloud computing architecture enable fast grow.

* Winner takes all:it is hard to be a direct competitor to catch up with Google.
The real threat too Google is Siri, Amazon’s product search, ... .

* Economic Efficiency:Platform business models enable the efficient usage of
distributed pockets of economic value (labor, assets, skills)- “Sharing Economy”.

Platform Business Model Map

* The Platform Business |
social interaction,
Model Map is an analytic contem,appsT

social interaction,
$ for apps, audience

(networking ($ share for apps, data)

and visualization toll tools)
designed to identify all e ot e ok
the critical parties in a < Publishers | €—— Facebook ===
platform and analyze

where value creation
and exchange take place il s
among the different

customers and with the

platform business itself.

audience

Advertisers
(sweetener) content
(user stickiness)

($ for audience)

apps
(user stickiness)

2016 David L. Rogers Excerpted from The Digital Transformation Playbook
(Columbia Business School Publishing) Visit www.digitaltransformationplaybook.com
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Example : Facebook

social interaction, social interaction,
content, apps $ for apps, audience
(networking ($ share for apps, data)
tools)
audience audience
(viral distributiof

(targeting tgols)
<4 Publishers €< Facebook 4

(platform)

Advertisers

(sweetener) content

($ for audience)
(user stickiness)

$ for apps
(viral distribution)

apps
(user stickiness)

© 2016 David L. Rogers Excerpted from The Digital Transformation Playbook
(Columbia Business School Publishing) Visit www.digitaltransformationplaybook.com

-

What we can learn from Facebook’s
business model

~

Facebook brings together 4 types of customers: social network users,
advertisers, app developers, news and content publishers.

Facebook’s business model is mix of ad-supported media and software standard

The platform is fueled by cross-side network effects (different types of

customers are attracted to each other) and same-side network effects (users

are attracted by more of their own kind).
Users are the linchpin that attract everyone else to the platform.
Advertisers are the primary revenue source.

news publisher provide NO revenue, but they add value for the linchpin
customers.




The shifting landscape of competition

~

In the digital era, any relationship between two businesses is a shifting mix of
competition and cooperation.

Competition with rival is changing, becoming less of a direct contest.

Industries definitions and boundaries are becoming more fluid (shift from
symmetric to asymmetric competitors).

More relationships between businesses and their supply chain partners.

Co-opetition

= a mix of competition and cooperation

Digital platforms are a factor in driving cooperation among business rivals (
e.g. Google search engine in Apples’ devices)

Disruptive threats from new technologies are driving rival businesses to team
together and cooperate.




-

Organizational Challenges of Competition

~

As businesses adopt to the growing importance of platforms and the shifting
landscape of competition and cooperation, there are some challenges:

Reshaping the roles and relationships specially for those with long-standing
business model

Coopetition: when to fight when to make peace?

A platform business model is letting go of some of the value creation process
(e.g. Apple: shifting course and provide tools for outside developers to
program directly for the iPhone).

Summary

The ways knowledge actually flows around an innovation project are
complex and interactive, woven together in a kind of social spaghetti
where different people talk to each other in different ways, more or less
frequently, and about different things.

Increasingly, the networks we have to learn to deal with are becoming
more virtual, a rich and global set of human resources distributed and
connected by the enabling technologies of the Internet, broadband and
mobile communications and shared computer networks.

Open innovation is a very broad and therefore popular concept, but needs
to be applied with care as its relevance is sensitive to the context. The
appropriate choice of partner and specific mechanisms will depend on the
type of innovation project and environmental uncertainty.



