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Chris McPhee discusses the issue's theme: Keystone Companies.

Michael Weiss, Associate Professor at Carleton University, com-
pares the use of the term "keystone" in different fields to show
that the concept is poorly articulated in the business literature.

Tony Bailetti, Associate Professor at Carleton University, intro-
duces a project to create a toolkit that includes everything that is
required to support a new approach to grow the revenue of a plat-
form owner.

Michael Ayukawa, founder of Cornerportal, describes the cre-
ation of a platform to anchor a global deal-generating business
ecosystem.

Elias Majic, founder of Ottercall, describes the development of a
multi-sided platform for language learning as his company's mar-
ket entry strategy.

Eduardo Moraes from non-~linear creations presents his research
to demonstrate how opinions of trust can be measured and how
they affect a customer's uncertainty and belief in solutions
presented by suppliers.

Howard Rosenblum from Carleton University shares his experi-
ences helping an existing business decide whether it should mi-
grate from its traditional, standalone approach to become the
owner of a multi-sided platform.

James Makienko from Carleton University answers this question
by sharing his experiences helping a technology company define
a set of value propositions for a multi-sided platform.
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The editorial theme for this issue of the
OSBR is Keystone Companies. A keystone
company is the member of a business
ecosystem that owns, operates, and
evolves the platform. The origin of the
keystone concept is a good example of
the importance of interdisciplinary les-
sons, which was the theme of last
month's issue.

In an architectural arch, the wedge-
shaped piece of stone in the centre is
called the keystone. It is regarded as hold-
ing all the other stones in place and the
arch would collapse if it were removed. Al-
though most arches would collapse upon
the removal of any of the other stones,
the keystone is usually the final stone put
in place during construction and is re-
quired to realize the structural integrity of
the arch. Accordingly, in addition to its
central physical position in the arch, it
has been given a symbolic position of dis-
proportionate importance in relation to
the other stones.

The strong symbolism of the keystone has
lead to the term being applied to other
situations and systems where one ele-
ment exerts disproportionate influence
over the other elements and therefore
plays a role in maintaining the integrity of
the system. In particular, the term has
been adopted in the biology literature us-
ing the concept of a keystone species in
an ecosystem or community. In turn, the
concept and its related research have
been applied to the management literat-
ure where, instead of a keystone species,
a particular organization or company
plays the role of a keystone in a business
ecosystem.

In biology, the defining characteristic of
a keystone species is that its influence is
disproportionate to what might be expec-
ted based simply on its total biomass in
the community. A classic example is the
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North American beaver (Castor canaden-
sis), which exerts a disproportionate ef-
fect on its habitat through its
dam-building activities. Although the
"keystone" label is applied to the species,
it actually reflects the role the species cur-
rently plays within a specific ecosystem.
Thus, the keystone concept is context de-
pendent; the importance of a species in
one community may be different from its
importance in another.

The keystone species concept has been
the subject of intense debate and re-
search activity over the past 40 years. Bio-
logists wish to identify and study the
effects of keystone species primarily to
guide conservation management. The
keystone species concept suggests that
management efforts can be focused on
protecting an individual keystone species,
and these focused efforts also theoretic-
ally provide protection for the other spe-
cies that depend directly on the keystone
or indirectly on the community it main-
tains.

In business management, the keystone
species concept proved to be a useful in-
terdisciplinary lesson, but not before an-
other concept was borrowed from
biology. The framework of the biological
ecosystem concept was first applied to
the business management field by James
Moore in 1993 when he introduced the
term “business ecosystem” in his article
“Predators and Prey: A New Ecology of
Competition”  (http://hbr.org/1993/05/
predators-and-prey/ar/1). Moore used
this new term to describe an economic
community of organizations that co-
evolved their capabilities around a partic-
ular innovation and work cooperatively to
meet the needs of customers.

Building on Moore's work, others have
extended the business ecosystem concept
and suggested that the keystone species
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concept in biological ecosystems can be
usefully applied to business ecosystems.
In particular, through their book The Key-
stone Advantage  (http://tinyurl.com/
2wgwb5q), Marco lansiti and Roy Levien
popularized the concept of strategically
minded keystone companies that, “shape
and coordinate the ecosystem, largely by
the dissemination of platforms that form
a foundation for ecosystem innovation
and operations.”

In this issue of the OSBR, the authors of-
fer different perspectives on a new ap-
proach for small technology companies,
industry associations and business devel-
opment organizations to generate reven-
ue. The new approach builds on the
keystone company concept.

Michael Weiss, Associate Professor with
Carleton University's Technology Innova-
tion Management program, asks whether
the term "keystone" should be used as a
noun or adjective. By comparing the use
of the term in different fields, he demon-
strates that the keystone concept is
poorly articulated in the business literat-
ure, which may limit our thinking about
what a keystone company is and can be.

Tony Bailetti, Associate Professor with
Carleton University's Sprott School of
Business and Department of Systems and
Computer Engineering, introduces a pro-
ject to create a toolkit that includes
everything that is required to support a
new approach to grow the revenue of a
platform owner.

Michael Ayukawa, founder of Corner-
portal, describes the creation of a plat-
form to anchor a global deal-generating
business ecosystem. The Open Global
Commerce platform will increase the
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quantity and quality of transnational
deals by enabling collaboration and co-
creation among participants and stake-
holder groups.

Elias Majic, founder of Ottercall, outlines
his approach to creating a platform for
language learning. Through his analysis
of existing language learning solutions,
and the development of his company's
market entry strategy, Elias demonstrates
the advantages and challenges of a multi-
sided approach.

Eduardo Moraes, from non~linear cre-
ations, emphasizes the importance of
trust in a marketplace. His research
demonstrates how opinions of trust can
be measured and how they affect a cus-
tomer's uncertainty and belief in solu-
tions presented by suppliers. Eduardo
discusses the implications of this re-
search for keystone operators.

Howard Rosenblum, from Carleton Uni-
versity's Technology Innovation Manage-
ment program, shares his experiences
helping an existing business decide
whether it should migrate from its tradi-
tional, standalone approach to become
the owner of a multi-sided platform. The
lessons learned can be applied to any
small company or organization weighing
the pros and cons of migrating to the new
approach.

James Makienko, from Carleton Uni-
versity's Technology Innovation Manage-
ment program, shares his experiences
helping a technology company define a
set of value propositions for a multi-sided
platform to answer the question: "How
do you motivate potential participants to
pay to join a platform?"


http://www.amazon.ca/Keystone-Advantage-Ecosystems-Innovatio

n-Sustainability/dp/1591393078

We encourage readers to share articles of
interest with their colleagues, and to
provide their comments either online or
directly to the authors.

The editorial theme for the upcoming Oc-
tober issue of the OSBR is Sales Strategy
and submissions will be accepted up to
September 15th. November's theme is
Economic Development and submissions
are due by October 1st. Please contact me
(chris.mcphee@osbr.ca) if you are inter-
ested in making a submission.

Chris McPhee

Editor-in-Chief

Chris McPhee is in the Technology Innova-
tion Management program at Carleton
University in Ottawa. Chris received his
BScH and MSc degrees in Biology from
Queen's University in Kingston, following
which he worked in a variety of manage-
ment, design, and content development
roles on science education software pro-
jects in Canada and Scotland.
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KEYSTONE: ADJECTIVE OR NOUN?

"Conceit spoils the finest genius. There is
not much danger that real talent or good-
ness will be overlooked long; even if it is,
the consciousness of possessing and using
it well should satisfy one, and the great
charm of all power is modesty."

Louisa May Alcott

The gopher tortoise is an unassuming
land animal that inhabits sandy regions
of the southeastern United States. Like
many other desert inhabitants it needs to
seek shelter from the heat of the sun.
Gopher tortoises are very adept at dig-
ging burrows in which they can hide dur-
ing the peak hours of the day. These
burrows offer shelter to many other spe-
cies that are not able to dig underground.
Without the burrows dug by tortoises
many types of rodents and snakes would
not be able to survive. The existence of
the gopher tortoise in its ecosystem af-
fects the health of many other species.
For more information, see the Gopher
Tortoise Activity Book (http://tinyurl
.com/yoax5n).

The gopher tortoise is an example of a
keystone species or keystone. As in biolo-
gical ecosystems, some companies or in-
stitutions in business ecosystems are
instrumental for the better well-being of
others. They play the role of a keystone.
In this article, we examine the question
of what makes a keystone a keystone. We
introduce two perspectives on that ques-
tion: one provided by ecology, the other
by network analysis. We then review how
the term keystone is used by the literat-
ure on business ecosystems.

Two lessons that readers should take
from this article are that the keystone
concept, as used by the majority of the
business ecosystem literature, is not
clearly articulated, and that there are
many unresolved issues in applying the
concept to business ecosystems.

Keystones in Ecology

In ecology, keystone is an adjective. It
identifies a group of organisms — the
keystone species — as essential to the ex-
istence of a community or ecosystem. A
species is “keystone” if it is instrumental
for the well-being of other species. It cre-
ates a stable environment for the other
species. This definition links back to the
stone at the apex of an arch that locks the
other stones into place (http://tinyurl
.com/2bk7ko2). The notion of keystone
has been anchored around two concepts:
abundance and interaction.

Keystone species have a disproportion-
ally high impact on their ecosystem relat-
ive to their abundance (Power et al,
1996; http://tinyurl.com/2c2pwdx).
Abundance can be measured in terms of
the proportional biomass (http://tinyurl
.com/23awlqgo) of a species, that is, its
biomass relative to the total biomass of
the ecosystem. This means that the con-
tribution of a keystone species to the pro-
ductivity (http://tinyurl.com/c2e4kz),
diversity, or abundance of other species
is higher than what would be expected
based on their share of the ecosystem
population.

We also consider a species keystone, if its
removal from the ecosystem leads to the
extinction of other species. Species inter-
act through intricate webs of consump-
tion (predator-prey relationships,
http://tinyurl.com/50scot) and depend-
encies. For example, species depend on
other species to provide vital resources. A
species whose removal does not lead to
the extinction of other species is con-
sidered "minor" (Brown and Vincent,
1992; http://tinyurl.com/26pmzjq). Net-
work analysis provides us with an arsenal
of techniques to reason about the inter-
actions of players in an ecosystem.


http://www.chnep.org/Grants/POG_reports/GopherTortoiseActivityBook.pdf
http://www.pitt.edu/~medart/menuglossary/keystone.htm
http://www.cedarcreek.umn.edu/biblio/fulltext/t1117.pdf
http://users.rcn.com/jkimball.ma.ultranet/BiologyPages/F/FoodChains.html#The_Pyramid_of_Biomass
http://users.rcn.com/jkimball.ma.ultranet/BiologyPages/N/NetProductivity.html
http://www.globalchange.umich.edu/globalchange1/current/lectures/predation/predation.html
http://www.jstor.org/stable/2409936

KEYSTONE: ADJECTIVE OR NOUN?

Keystones in Network Analysis

Network analysis approaches to determ-
ine key players (keystones) in networks
follow a common pattern (Kilkenny and
Nalbarte, 2000;  http://tinyurl.com/
36reg2z):

1. Model an ecosystem as a network of
players (nodes) and relationships (links).

2. Determine the importance of a player
or group of players.

3. Test how sensitive the network is to
the removal of specific players.

The approaches are based on metrics to
determine the centrality and cohesion of
a network. Blockmodeling can be used to
extract the functional groups or roles
filled by the players in the ecosystem.

One approach to determining key play-
ers in a network uses a two-pronged ana-
lysis (Borgatti, 2006; http://tinyurl.com/
2vdonma3). First, identify key players that
disrupt or fragment the network. Then,
identify players to seed with information
to ensure optimal diffusion of the inform-
ation through the network. The former
provides an answer to the question of
who the brokers and gatekeepers in an
ecosystem are that facilitate and control
resource flow. The latter helps us optim-
ize the flow of resources, such as money
and information, through the ecosystem.

Key players in a network provide cohe-
sion and enhance efficiency (Kilkenny
and Nalbarte, 2000; http://tinyurl.com/
36reg2z). Their removal results in a frag-
mented network in which players can
only interact with other players in the
same fragment, but not with players in
other fragments. Efficiency can be ex-
pressed in terms of the length of the

shortest path between the remaining spe-
cies after the removal of a key player.
Path length is a measure of how many in-
termediaries need to touch a resource on
its way from one player to another.

Keystones in Business Ecosystems

The business ecosystem literature de-
scribes key players as keystones (Iansiti
and Levien, 2004; http://tinyurl.com/
33hupmz). Keystones have also been
conceptualized as catalysts or shapers.

Catalysts introduce customers in one cus-
tomer segment to customers in another
customer segment (Evans and Sch-
malensee, 2007; http://www.catalyst-
code.com/thebook/). As a catalyst,
Google offers search services to users
and sells ad placement on search results
to advertisers. Catalysts have three re-
sponsibilities: create a community,
provide information that helps custom-
ers find each other, and establish rules of
conduct. The focus of catalysts is on re-
ducing transaction costs (http://www.
businessdictionary.com/definition/
transaction-cost.html).

Shapers are companies that "seek to alter
relationships among large numbers of in-
dependent entities to create more value
for all concerned" (Hagel et al., 2010;
http://tinyurl.com/2wmye5a). A shaper
provides a common vision for the ecosys-
tem; a platform that allows ecosystem
members to access the resources of other
members and helps attract new mem-
bers to the ecosystem; and demonstrates
its commitment to the platform through
its actions. Apple has reshaped the music
industry by the creation of the
iPod/iTunes ecosystem. As in the case of
Apple, a shaper often captures a dispro-
portionate amount of the value created.
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While the current business ecosystem lit-
erature has contributed new ways of
examining how businesses can create
and capture value, it has been criticized
for its narrow interpretation of ecological
concepts. Some of the common misper-
ceptions about keystones are:

1. There is only a single keystone in an eco-
system. In fact, an ecosystem can contain
many keystones. For examples, one
needs to look no further than the wireless
ecosystem (Basole, 2009; http://tinyurl
.com/2v7bkrk) or the mashup ecosystem
(Weiss, 2009; http://tinyurl.com/
352jjmg). Adobe is a member of Mi-
crosoft’s Windows ecosystem, but at the
same time it is the keystone for its own
ecosystem anchored around Flash
(http://tinyurl.com/26buxod).

2. A keystone is the dominant player in an
ecosystem. No. Some keystones are cre-
ated as a common resource by a group of
organizations that want to share risk and
reduce cost. Ownership and control of
the common resource is jointly held
between those organizations. The Eclipse
Foundation (http://www.eclipse.org/org/
#about) is a good example of this model.
Its reason for being is to nurture an open
source community around the Eclipse
platform and to ensure the availability of
complements that enhance the platform.

3. Keystones are active leaders of their eco-
systems. This assumes a top-down view
of the world. However, the opposite can
also be true. Applying the findings from
ecology, a keystone can be a company
that provides important resources that
many other companies rely on, for ex-
ample, a semiconductor fab (Mutscher,
2010; http://tinyurl.com/2ar6xct). Being
a keystone has more to do with supplying
the ecosystem with resources than being
in charge.

Conclusion

The business literature uses the term
“keystone” primarily as a noun. Looking
back at what we learned about the ecolo-
gical and network perspective on key-
stones, doing so, although it is
convenient, may limit our thinking about
what a keystone is and can be:

e Keystone as a noun suggests an active
entity, driven by the need to become a
keystone and to capture most of the
value created.

» Keystone as an adjective characterizes
an entity without implying that the en-
tity has to take an active role in becom-
ing a keystone or capturing as much
value for itself as possible. Being a key-
stone is much more about enablement
than it is about control.

This notion of "keystoneness" is broader
than what the business ecosystem literat-
ure portrays. That said, the question
whether to use "keystone" as a noun or
an adjective may, indeed, be academic.
However, there is a lesson for us trying to
apply concepts from ecology to business,
and there are a multitude of unexplored
opportunities for research and creating
new businesses anchored around key-
stones.

Michael Weiss holds a faculty appoint-
ment in the Department of Systems and
Computer Engineering at Carleton Uni-
versity, and is a member of the Techno-
logy Innovation Management program.
His research interests include open source
ecosystems, mashups/Web 2.0, business
process modeling, social network analys-
is, and product architecture and design.
Michael has published on the evolution of
open source communities, licensing of
open services, and the innovation in the
mashup ecosystem.
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"Treat others as you would like to be
treated."”

First incarnation of the Golden Rule

Code of Hammurabi (1780 BC)

In this article, we describe the Keystone
Off-The-Shelf (KOTS), a project to create
a toolkit for platform owners. The toolkit
will include everything that is required to
operate a platform that supports a new
approach to grow the revenue of small
technology companies.

The organizations expected to benefit
the most from the KOTS project are:

1. Small technology companies that wish
to grow their revenue.

2. Organizations that wish to develop re-
gional economies, technology, or indus-
trial sectors.

3. Companies and non-profit organiza-
tions that wish to migrate their opera-
tions from the traditional one-sided
approach to the new multi-sided stake-
holders approach to revenue generation.

4. Academic programs that are willing
and able to innovate to solve significant
real-world problems.

KOTS provides opportunities for plat-
form owners to become central players
in their communities by helping small
technology companies grow their reven-
ue. The business ecosystem literature
refers to these central players as key-
stones (lansiti and Levien, 2004;
http://hbswk.hbs.edu/item/3967.html).

The name KOTS builds on the keystone
concept and the acronym COTS, which
stands for “commercial off-the-shelf”
(http://wikipedia.org/wiki/Commercial_
off-the-shelf). COTS refers to computer
software and hardware systems with
commercial support that are ready-made
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and available for sale, lease, or license to
the general public. COTS are alternatives
to in-house developments or one-off de-
velopment projects and offer significant
savings in development and mainten-
ance costs.

Introduction

Small technology companies, economic
development organizations, and industry
associations can generate revenue by op-
erating platforms that enable paying par-
ticipants to achieve better outcomes
than those they could achieve without
the platform.

A platform owner is responsible for con-
currently delivering value to the various
groups of platform participants (e.g., by
enabling participants to close more and
better deals or reduce time-to-cash) and
system-level outcomes desired by the
community that is anchored around the
platform (e.g., more high paying jobs,
more private investment, greater talent
attraction and retention).

The KOTS project provides a ready-made
toolkit for platform owners that includes
everything that is required to operate a
platform. KOTS develops, maintains, and
evolves the technology, as well as the
contractual and informational instru-
ments owners of platforms require. This
toolkit supports a new approach to grow
the revenue of small technology compan-
ies, as described by the author in a recent
OSBR article (Bailetti, 2010;
http://tinyurl.com/2fzzp8w).

KOTS makes it easier and safer for a plat-
form owner to:

e assure the coherent development of its
platform’s technology

e reduce platform development and
maintenance costs
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e encourage investments from their stra-
tegic partners

e attract a large number of paying plat-
form participants

e manage and maintain the health of the
community it serves

The KOTS project develops a platform
that enables a small technology company
to meaningfully interact with the various
groups that affect or are affected by its
development and commercialization de-
cisions. The KOTS project supports an
agile approach to revenue generation.
Small technology companies co-create
products and services and complement
other participants' products and services
rapidly, and incrementally, using their
particular and continuously evolving
growth formulae.

A top management team of a small tech-
nology company can use the platform to:

* incorporate the interests of all the ex-
ternal and internal groups who can
affect or are affected by the company’s
objectives into their development and
commercialization decisions

e co-create value across different
stages of the development and com-
mercialization life cycles

* build trustin their work practices and
market offers

The purpose of this article is to provide
an overview of the KOTS project and the
new approach to development and com-
mercialization that it supports. We first
describe the project’s goal, objective, de-
liverables, and leadership. Next, we com-
pare the new approach to development
and commercialization that KOTS sup-
ports with two traditional approaches.
We then identify the culture that best
supports the new approach and provide
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an overview of the three key conceptual
building blocks of this approach: integra-
tion of stakeholders’ interests into devel-
opment and commercialization
decisions, value co-creation, and trust
building. Finally, we provide the conclu-
sions.

Project Goal, Objective, Deliverables,
and Leadership

The goal of the KOTS project is to design,
develop, test, and release ready-made
components for platforms designed to
help small technology companies grow
their revenue anywhere in the world.
KOTS components include: software and
hardware systems, applications, tools,
educational resources and programs, by-
laws, membership agreements, best prac-
tices, intellectual property policies, busi-
ness models, and process rules and
constraints.

The objective of the KOTS project is to
provide technology, as well as legal and
informational instruments, that make it
easier and safer for a small technology
company, economic development organ-
ization, or industry association to:

1. Operate a platform that enables mul-
tiple groups to co-create specific assets
(e.g., deals, solutions to customer prob-
lems, white papers).

2. Deliver the system-level outcomes de-
sired by the community anchored
around the platform.

3. Set a price structure for an organiza-
tion to become a platform participant,
transact with other platform parti-
cipants, and acquire market offers from
platform participants .

4. Manage relationships with platform
participants (e.g.,, membership agree-
ments, intellectual property policy, ac-
count management, eSCrow services).



5. Shape behaviours (e.g., rules and con-
straints for platform participants’ interac-
tions, inducement mechanisms).

6. Support the internal organization of
the platform owner (e.g., bylaws).

7. Become sustainable (e.g., develop busi-
ness models, select the groups of plat-
form participants, identify the size of the
groups participating in the platform, de-
termine value propositions, create com-
munity health dashboards, analyze
externality matrices).

The deliverables of the first phase that
ends March 30, 2011 are:

1. A software system integrated with a
communications infrastructure that sup-
ports value co-creation by different types
of organizations.

2. By-laws to govern member interac-
tions, membership agreements, and an
intellectual property policy that comple-
ments the software system.

3. Lessons learned from validating KOTS
with 20 companies, Lead to Win
(http://www.leadtowin.ca), and econom-
ic development organizations.

4. Suggestions on ways Lead to Win can
support an innovation system across
Canada, as well as support other organiz-
ations responsible for the health of in-
novation systems in specific product
markets.

5. A list of gaps in the KOTS approach
and a plan to fill them.

The KOTS project is led by the faculty
and graduate students of Carleton Uni-
versity’s Technology Innovation Manage-
ment program (TIM, http://carleton.ca/
tim/). A leadership position in the KOTS
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project provides TIM faculty and stu-
dents the opportunity to:

e produce theses and projects that ad-
vance our knowledge in the new ap-
proach to launch, operate, and grow
small technology companies

* publish articles that establish a global
brand as KOTS experts

* produce and disseminate content that
educates talented managers world-
wide on how to design and operate
growth-seeking technology companies

» strengthen their relationship with in-
dustry and economic development or-
ganizations, as well as leading multi-
sided platform and stakeholder theor-
eticians worldwide

» develop expertise in developing the re-
gional economy

e develop expertise in a communica-
tions-enabled software system

e prepare and test complementary as-
sets to a communications-enabled
software system

A New Approach

Traditional development and commer-
cialization models take too long and cost
too much. Traditional models expose
founders of technology companies to ex-
cessive risk and significantly decrease
their equity ownership over time.
Moreover, academics continue to ques-
tion the economic benefits delivered by
traditional economic development mod-
els such as clusters (Kukalis, 2010; http://
tinyurl.com/2b8ymoz). A new approach
to development and commercialization
is required.


http://www.leadtowin.ca
http://www.carleton.ca/tim/
http://jom.sagepub.com/content/36/2/453

Figure 1 illustrates the difference
between the traditional one-sided,
standalone approach to development
and commercialization (Model A), the
cluster approach (Model B), and the pro-
posed multi-sided stakeholder approach
(Model O).

KEYSTONE OFF-THE-SHELF

The traditional standalone approach
(Model A) pushes a supplier’s products,
services, and solutions to customers,
either directly or through intermediaries.
The cluster approach (Model B) pushes
market offers with other companies in
the same industry or regional cluster. In

Figure 1. Three Models of Development and Commercialization
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the multi-sided stakeholders approach
(Model C), the supplier uses a multi-
sided platform to interact with custom-
ers and all other company stakeholders
to develop and market its offers. Stake-
holders include complementary techno-
logy providers, product and skill
partners, investors, and community lead-
ers.

Model C is much more than the multi-
sided platform model economists com-
monly use to explain the behaviour of
electronic markets, such as auctions, on-
line-dating, and job boards. The main be-
nefit of the multi-sided stakeholder
model is that it enables organizations of
different types to rapidly co-create
products, services, and solutions. Model
C also goes beyond decreasing search
and transactions costs; it is more about
growing sustainable revenue than redu-
cing costs. The focus is to create new
things that deliver value to customers
and to all the organizations that contrib-
ute to the company’s development and
commercialziation initiatives. Model C
requires a company to access skills that
are dispersed globally and attract organ-
izations to share its development, com-
mercialization, and risks. Model C helps
a company build capabilities to differen-
tiate offers for which customers are will-
ing to pay.

Culture That Supports Model C
Companies

When faced with decisions about devel-
opment and commercialization, a top
management team experiences a tension
between self-interests, owners’ interests,
and other stakeholders’ interests. We ad-
opt the perspective that organizational
culture is what guides a top management
team when resolving this tension. Organ-
izational culture is comprised of: (i) as-
sumptions about reality that are taken
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for granted; (ii) criteria used to make de-
cisions; and (iii) work practices that em-
body the assumptions taken for granted
and criteria used to make decisions.

We argue that the culture that best sup-
ports Model C companies is very differ-
ent than the cultures that support Model
A and Model B companies. The culture
that best supports a Model C company is
one that: (i) incorporates the interests of
all company stakeholders into develop-
ment and commercialization decisions,
not just self-interests and company own-
ers’ interest; (ii) co-creates value; and (iii)
builds stakeholders’ trust in the com-
pany’s work practices and market offers.

Key Conceptual Building Blocks

This section provides an overview of the
three key conceptual building blocks of
the new approach: integration of stake-
holders’ interests into development and
commercialization decisions, value co-
creation, and trust building.

A company is a collection of stakehold-
ers; these are external and internal
groups who can affect or are affected by
the company’s objectives. All company
stakeholders can be organized into: (i)
the company’s top management team,
(ii) the company’s owners, and (iii) other
stakeholders, such as customers, employ-
ees, go-to-market partners, complement-
ors, and suppliers. We focus on the
extent to which a company’s top manage-
ment team is concerned about the in-
terests of other stakeholders when
making development and commercializa-
tion decisions.

The ways that top management teams of
Model C companies think about their re-
lationships with other stakeholders, as
well as the tradeoffs they must make
among competing stakeholder claims,



are very different from those of top man-
agement teams operating Model A and
Model B companies. To generate profit-
able revenue, the top management team
of a Model C company will make devel-
opment and commercialization de-
cisions that adhere to the interests of all
stakeholders, not just the interests of the
top management team and company
owners. This top management team will
take other stakeholders' interests into ac-
count even when doing so does not ap-
pear to be in their self-interest. To them,
implicit contracts with other stakehold-
ers are no less binding that their explicit
contracts with company’s owners. In
contrast, to generate profitable revenue,
the top management team of a Model A
or Model B company will make develop-
ment and commercialization decisions
that mostly adhere to the interests of
only one other stakeholder group: poten-
tial customers.

Top management teams of Model C com-
panies are better able to turn the concern
for the interests of all stakeholders into
profitable revenue much better than
managers of Model A and Model B com-
panies.

The November  (http://tinyurl.com/
2cuwcff) and December (http://tinyurl
.com/25a6tfj) issues of the OSBR in 2009
were dedicated to value co-creation. The
10 articles published are evidence of the
interest in the topic. Although we have
not yet implemented a co-creation pro-
tocol in KOTS, at this stage it is sufficient
to say that central to Model C companies
are two propositions:

1. All stakeholders are able to become co-
creators of value.
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2. Company’s top management team
must incorporate all stakeholders’ in-
terests in their development and com-
mercialization decisions.

A considerable amount of literature has
examined trust in the last decade. Trust
is an important aspect of an inter-organ-
izational relationship and ability is an
antecedent of trust.

There are at least two outstanding re-
search questions that concern us: (i) how
to increase trust in the platform owner
and (ii) how to increase trust in platform
participants. Eduardo Moraes’ article on
this issue of the OSBR deals with the lat-
ter question. We need to wait for good
answers to the former question.

The KOTS project will build trust by
providing the interfaces and controls for
platform participants to:

e share information on their perceptions
of other participants’ ability, integrity
and benevolence

» define expectations regarding dead-
lines, punctuality, work styles, and
policies and procedures that pertain to
all value-creation activities

e communicate frequently

e keep track of what is delivered relative
to what was promised

* tell the truth always

* take responsibility for the work carried
out

* be who they are


http://osbr.ca/ojs/index.php/osbr/issue/view/95
http://osbr.ca/ojs/index.php/osbr/issue/view/98
http://osbr.ca/ojs/index.php/osbr/issue/view/95
http://osbr.ca/ojs/index.php/osbr/issue/view/98

Conclusion

Top management teams of Model C com-
panies generate greater revenue by: (i)
making development and commercializa-
tion decisions that regard the interests of
other stakeholders in addition to, and
sometimes more highly than, their own,
(ii) co-creating value at all stages of the
development and commercialization life
cycle; and (iii) building trust in their mar-
ket offers. This is why Model C compan-
ies are more powerful agents for
economic development than Model A
and Model B companies.

The KOTS project offers to change the
way small technology companies world-
wide develop and commercialize their
products, services, and solutions.

KEYSTONE OFF-THE-SHELF
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on the following research areas:

Stakeholder theory
e Freeman, Wicks, and Parmar, 2006
* Jones, Felps, and Bigley, 2007

Multi-sided platform design rules
* Boudreau and Hagiu, 2009
Value co-creation

* Payne, Storbacka, and Frow, 2007

Trust models
e Schoorman, Mayer, and Davis, 2007

» Evans, Hagiu, and Schmalensee, 2008

Recommended Resources

The new approach to development and commercialization that KOTS supports builds

(http://tinyurl.com/25a8uu)
(http://tinyurl.com/2avlk6s)

(http://tinyurl.com/2c5t770)
(http://tinyurl.com/kn8hqd)

(http://tinyurl.com/2dy29xr)

(http://tinyurl.com/2acab72)
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OPEN GLOBAL COMMERCE KEYSTONE

"How do you get people to come together
over extended periods of time, working to-
gether, contributing different perspect-
ives, different experiences and skill sets, to
jointly problem solve over an extended
period, and learn from each other in the
process and scaffold towards new sets of
knowledge that just are not available
today?"

John Hagel III

The Ottawa Centre for Research and
Innovation (OCRI; http://ocri.ca) and
Carleton University (http://carleton.ca)
have envisioned the creation of a key-
stone anchoring a global deal-generating
business ecosystem centered in Ottawa,
Canada. Through the support and com-
mon resources of the ecosystem, small
and medium companies located in five
international capital cities will be better
able to construct and close more transna-
tional deals through a process of collab-
orative and open co-creation. This is the
Open Global Commerce (OGC) value pro-
position: "Deals Without Borders."

Background

There is as they say, a “Big Shift” under-
way; the notion is that we are no longer a
world where static pools of knowledge
and simple transactions lead to success.
We are now in a world where participa-
tion in knowledge creation and complex
trust based relationships determines suc-
cess (Hagel, 2009; http://tinyurl.com/
kkxma5). This means that the basis of
competition is shifting away from cost
driven linear chains of production (a
model of experience curves and dimin-
ishing returns) and simple transactions
to one of characterized by rapid learning
through diversity, new knowledge co-cre-
ation, and trust-based relationships (a
model of positive network effects and in-
creasing returns). A manifestation of this
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shift may be seen in the “spikiness” in an
otherwise flat world (Florida, 2003;
http://tinyurl.com/2dgvn9); we have
mega-centres of extreme density, di-
versity, and economic opportunity where
there is a dynamic confluence of innovat-
ors, implementers, financers, and con-
sumers.

This shift has not suddenly appeared and
has not gone unnoticed by regional de-
velopment organizations, many of which
had embraced a model of regional eco-
nomic development based on the
clusters concept of Michael Porter
(http://tinyurl.com/26h7y6f). While per-
haps successful from the point of view of
regional development, the tangible bene-
fits to firms has become less clear. A re-
cently published study by Sal Kulkakis
shows that semiconductor and pharma-
ceutical firms located in industry clusters
do not financially outperform their
peers; in fact, there were no significant
differences seen between clustered and
non-clustered firms in the early stages of
the industry life cycle and they actually
performed worse than their peers in the
latter stages of the life cycle or during
periods of industry  contraction
(http://tinyurl.com/2b8ymoz).

The OGC Value Proposition

OGC exists to make it easier, less expens-
ive, lower risk, and faster to develop and
close trade, investment, and research re-
lated deals on a global basis. OGC will de-
liver increasing returns to all members
through their investment in the relation-
ships grounded in global deal creation.

OGC solves what is said to be missing
from regional cluster models: an effective
means for the clustered companies to ef-
fectively link to complementary firms
outside their geographic region in a man-
ner that drives opportunities for partner-


http://edgeperspectives.typepad.com/edge_perspectives/2009/08/defining-the-big-shift.html
http://www.amazon.com/Rise-Creative-Class-Transforming-Community/dp/0465024777
http://hbr.org/product/clusters-and-the-new-economics-of-competition/an/98609-PDF-ENG
http://jom.sagepub.com/content/36/2/453
http://www.ocri.ca
http://www.carleton.ca
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ship and collaboration. In this regard, the
limitations of the locally bound networks
that are central to the regional cluster
model are quite apparent. OGC builds on
the concept of “global pipelines” that has
emerged: channels of communication
from regional cluster firms to players out-
side the region (Bathelt, Malmberg, and
Maskell, 2002; http://tinyurl.com/
29mur8k). These pipelines are recog-
nized to be rich sources of new ideas, in-
novations and perspectives (Andersen
and Lorenzen, 2007; http://tinyurl.com/
25h7aol). It is also acknowledged that
forming these trans-local relationships
requires hard investments, compared to
local “buzz” networking; they do not nat-
urally emerge in any meaningful density
or become well established without ef-
fort.

However, going back to the premise of
the Big Shift, we can see that it is import-
ant not to get caught up in the metaphor
of global pipeline. Global pipelines give
the impression of smooth flowing, linear,
point-to-point supply chains or sales
channels. But what is needed is a multi-
player collaboration network with bursts
of activity driven by new opportunities.
Also for a global ecosystem like OGC, the
global network should be a resource for
all members to share, develop, and sup-
port for the common good. This is the
network that forms the foundation for
collaboration and a cooperative environ-
ment. This is where co-created solutions
are developed with the new knowledge
openly shared to members of the com-
munity in trust-based relationships.

This leads us to the core value proposi-
tions of the OGC business ecosystem:
OGC exists to enable the co-creation of
deals through the sustained collaborative
efforts of a global network of trusted part-
ners with superior and diverse know-
ledge. This value proposition includes
commercial, trade, investment, or re-
search deals.
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The OGC platform works because it is
based on the principles of open innova-
tion, where the emphasis on knowledge
sharing and co-creation both demands
and enables an environment rewarding
high trust among its members. This itself
is linked to the common or shared risks
and benefits that are central to partner-
ing on a business deal. In this manner,
the partnering network in the OGC eco-
system gets stronger with every deal
closed. In short, OGC delivers increasing
returns to all its members through their
investment in the relationships groun-
ded in global deal creation. So not only
does the ecosystem get stronger with
every new player added, it gets stronger
with every new deal closed. This invest-
ment in the value of the partnering net-
work leads us to the second core value
proposition for the OGC ecosystem: OGC
exists to enable the execution of deals
more rapidly, more cost effectively, and
at lower risk than outside the network.

By focusing the collaboration on deliver-
ing revenue building business deals we
are delivering very tangible value back to
the cluster membership. Deals are also
very effective to build trust with all parti-
cipating players. So by investing in effi-
cient and prolific deal making, we are
simultaneously supporting an efficient
means to build trust among all players in
the ecosystem. A strong network of trus-
ted partners brings an ability to not just
share risk, but reduce risk with the super-
ior knowledge that a global network of di-
verse partners can bring. And the
cumulative investment in the relation-
ships both accelerates and enhances the
process of co-creation among the mem-
bers. Operating under a common um-
brella of governance and norms brings
efficiency to both formal and informal
transactions between the members.
These efficiencies mean that many more
deals emerge and these are a better fit
with the capabilities of small and medi-
um enterprises (SMEs). In a sense, we are


http://ideas.repec.org/p/aal/abbswp/02-12.html
http://www2.druid.dk/conferences/viewpaper.php?id=1101&cf=10
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expanding the market for global deals,
beyond that which is served by multi-na-
tional enterprises. This in turn provides
the revenue opportunities for SMEs that
are being looked at to provide the growth
in high value jobs in many regional
centres.

OGC does more to enable cost-effective
and trusted-partner global deal making
for smaller companies. The global net-
work of partners establishes the environ-
ment for partnering in the
co-development of new solutions that
would not easily emerge without the di-
versity in perspective and knowledge
that comes from a global network of
many firms. This leads to the defining
element of OGC: its global network of
firms and institutions. Headquartered in
Ottawa, the national capital of Canada,
the OGC network initially aims to link
five national capital cities: Beijing, Ott-
awa, Stockholm, Washington DC, and
Delhi.

Why capital cities? Ottawa, given its
status as the capital of Canada, has estab-
lished channels of communication to
many capital cities and benefits from the
embassies and consulates located in the
region. Global trade deals can face real or
perceived barriers that could benefit
from the insights of those connected to
international trade policy setting.

These particular capital cities are
targeted by OGC based on strong existing
relationships and a meaningful overlap
of their regional technology clusters (e.g.
photonics, wireless, health sciences, bi-
otech, and telecommunications). To ac-
commodate the geographic and cultural
spread, the ecosystem platform has been
designed to overcome the geographic,
language, and temporal challenges for
such trans-global partnering. This brings
us to the third and last core value propos-
ition: OGC members will have the oppor-
tunity to access the creative knowledge
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flows and the new competitive architec-
tures uncovered through direct and sus-
tained participation in deal-based
activities.

Perhaps the most challenging shift for
companies to internalize is to recognize
that competition is less about what you
know today and more about rapidly
learning about tomorrow. This thinking
is still ingrained in the value of patent
protection and tries to ignore the rapidly
decreasing half-life value of knowledge
in general. There are signals from the
market that competition has shifted to-
wards design innovation, rapid appropri-
ation and use of new knowledge, and the
need to learn faster by discovery and iter-
ation. As stated by the OECD Open In-
novation for Global Networks
(http://tinyurl.com/242jbj1):

"The most important benefit of open in-
novation to companies is that it provides
a larger base of ideas and technologies.
Companies look at open innovation as a
close collaboration with external partners
— customers, consumers, researchers or
other people that may have an input to
the future of their company. The main
motives for joining forces between com-
panies is to seize new business opportunit-
ies, to share risks, to pool complementary
resources and to realize synergies. Com-
panies recognize open innovation as a
strategic tool to explore new growth op-
portunities at a lower risk. Open techno-
logy sourcing offers companies higher
flexibility and responsiveness without ne-
cessarily incurring huge costs."

OGC brings this opportunity for large
multinationals to join the network and
actively participate in the open innova-
tion process in the ecosystem. By spon-
soring the platform and contributing to
proposals, they get insight into the flow
of opportunities and can develop rela-
tionships with the companies that are de-
veloping the solutions. This first-hand
learning and position of trust with the


http://www.oecd.org/dataoecd/48/35/41721342.pdf
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players involved puts them in a very priv-
ileged position compared to those rely-
ing on market study reports and press
releases.

Conclusion

OGC is being created based on three
value elements that are common to all
members of the ecosystem:

* OGC exists to enable the co-creation of
deals through the sustained collabor-
ative efforts of a global network of trus-
ted partners with superior and diverse
knowledge.

* OGC exists to enable the execution of
deals more rapidly, more cost effect-
ively, and atlower risk than outside
the network.

* OGC members will have the opportun-
ity to access the creative knowledge
flows and the new competitive archi-
tectures uncovered through direct and
sustained participation in deal-based
activities.

OGC is an international trade keystone
anchoring a business ecosystem that
brings together players from five national
capital cities in a trusted environment,
centered on rapid co-creation of superior
deal-winning solutions. Quite simply,
OGC delivers “Deals Without Borders."

Michael Ayukawa is founder of Corner-
portal (http://www.cornerportal.com), a
company making it easy and low risk to
organize your own cultural event. Mi-
chael is also a Master’s student in the
Technology Innovation Management pro-
gram at Carleton University who has em-
braced the paradigm of the business
ecosystem.
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OTTERCALL: A LANGUAGE LEARNING COMPANY

“Language as the technology of human ex-
tension whose powers of division and sep-
aration we know so well, may have been
the Tower of Babel by which men sought
to scale the highest heavens. Today com-
puters hold out the promise of instant
translation of any language into any oth-
er code or language.”

Marshall McLuhan

Using computer-assisted speech recogni-
tion to evaluate the pronunciation of a
speaker, Ottercall provides its customers
with feedback on how to improve their
language skills. In this article, Ottercall’s
plan to enter a crowded competitive en-
vironment will be described. The article
first describes the language-learning mar-
ket and the points of difference between
existing solutions. Next, it will outline the
various strategies and decisions con-
sidered by Ottercall in developing its
market entry strategy. Finally, the lessons
learned through this process will be
shared.

Language Learning Market
Table 1 shows that hundreds of millions

of people speak a second language. For
the most part, these language learners

Table 1. Secondary Speakers of Major

Languages in 1997

Rank | Language Number of Learners
1 French 190 million
2 English 150 million
3 Russian 125 million
4 Portuguese 28 million
5 Arabic 21 million
6 Spanish 20 million
7 Chinese 20 million
8 German 9 million
9 Japanese 8 million

Total 571 million

Source: The World’s 10 most influential Languages,

http://www.andaman.org/BOOK/reprints/weber/rep-weber.htm
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rely on traditional, didactic methods
where the teacher instructs the pupil
face-to-face in a classroom environment.
Desktop language learning software,
such as Rosetta Stone (http://rosetta
stone.com), automates the role of the
teacher to enable the student to effect-
ively learn a language. However, compre-
hensive desktop solutions tend to cost in
the neighbourhood of $500, which is bey-
ond what many consumers can afford.
Recently, more affordable options have
become available through online lan-
guage learning applications such as Bab-
bel (http://babbel.com) and Livemocha
(http://livemocha.com).

Comparing Existing Approaches

Rosetta Stone, Babbel, and Livemocha
are three of the more popular language
learning solutions. Figure 1 illustrates
that Rosetta Stone and Babbel use a tradi-
tional approach; money flows from the
learner to the company in exchange for
language learning products or services.

Figure 2 illustrates Livemocha’s ap-
proach. It includes a second shareholder
group: instructors that collaborate with
learners through an online platform. In-

Figure 1. A One-sided Language
Learning Model

Figure 2. A Two-sided Language
Learning Model

Platform

- <umm


http://www.rosettastone.com
http://www.babbel.com
http://www.livemocha.com
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structors create content such as flash
cards, grade quizzes, and provide
learners with feedback. Largely due to
the value added through the involvement
of two sides, Livemocha has attracted
over 5 million members in over 200 coun-
tries since 2007.

A Multi-sided Approach

To increase the benefits of collaboration,
Ottercall will implement the new ap-
proach described by Bailetti in the June
issue of the OSBR (http://tinyurl.com/
32jlwm7). The new approach is de-
veloped further by several authors in this
issue. Figure 3 illustrates that Ottercall is
designing a multi-sided platform that in-
cludes the following stakeholder groups:
learners, language schools/instructors,
software developers, educational soft-
ware companies, and researchers. Table
2 provides the value proposition for each
stakeholder group.

Figure 3. Ottercall’s Multi-sided
Language Learning Model

Ottercall
Platform

Language
Schools
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Co-creation in Language Learning

Co-creation is “any act of collective cre-
ativity that is experienced jointly by two
or more people” (Sanders and Simons,
2009; http://tinyurl.com/23uzq25). It is a
special case of collaboration where the
intent is to create something that is not
known in advance (Pedrosa, 2009;
http://tinyurl.com/28vfbc7). Co-creation
also can be thought of as a form of cus-
tomer-driven development, as espoused
by Steve Blank (http://steveblank.com).

With the one-sided approach to language
learning used by Rosetta Stone and Bab-
bel, there is no co-creation. All the cre-
ation is performed by the language
software company. They create the
product and make it available to custom-
ers in exchange for money.

In the case of Livemocha’s two-sided ap-
proach, there are elements of co-creation

Table 2. Value Propositions for Otter-
call’s Multi-sided Language

Learning Platform
Side Value Proposition
Online e savetime and money
learners ® easieraccess
Software s revenue fromsale of
suppliers complementary products

e clear path to monetization

Researchers e freeaccess to data (e.g.,

audio and analytics)
Application e revenue fromsale of
developers complementary products
Language s revenue fromlong-tail,
schools niche languages

e increasedrevenue through
access to more students



http://www.osbr.ca/ojs/index.php/osbr/article/view/1139/1090
http://www.osbr.ca/ojs/index.php/osbr/article/view/1012/973
http://www.osbr.ca/ojs/index.php/osbr/article/view/1015/976
http://steveblank.com
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on the learner side and between the
learner and instructor sides. Instructors
are able to create flash cards to help
learners practice. Learners can answer
questions from the course content that
instructors can then grade. The scored
content is available for everyone to view
and learn from. Learners can also collab-
orate with other learners to practice
speaking the language using chat and au-
dio features.

A key advantage of Ottercall’s multi-
sided approach is that it enables co-cre-
ation by allowing members of the differ-
ent sides to take over specific tasks to
contribute value. This will give Ottercall a
competitive advantage in the face of well-
established incumbents. The benefits in-
clude reduced risk, new relationships,
new knowledge, and new capabilities.

Without the co-creation element, there
would be excessive risk in building the
entire system from scratch. A substantial
investment of resources would be re-
quired to develop the system and despite
any amount of research efforts, it would
not be clear until the solution was com-
plete whether it would meet the needs of
customers and attract sufficient demand
to be profitable. Incorporating co-cre-
ation throughout the process will motiv-
ate users and partners to contribute their
time, efforts, and resources. Involving
participants will make the product more
likely to satisfy their needs because they
are the target user and also partners in
creation.

Pursuing co-creation will form new rela-
tionships between participants in the
platform that will tighten their bond and
turn them into stronger stakeholders.
Building these relationships have been
shown to stimulate engagement in co-de-
veloping innovations (Pedrosa, 2009;
http://tinyurl.com/28vfbc7). For ex-
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ample, third-party software developers
will form relationships with the instruct-
ors and learners that use their offering.

Ottercall will need a way to motivate
stakeholders to participate. By offering
the promise of acquiring new knowledge
for participating in the co-creation pro-
cess, they will be more likely to particip-
ate. For example, third-party software
developers can engage instructors to
gain more domain knowledge in order to
create a better product.

Other examples of co-creation that may
occur include:

e instructors collaborate to create
course content

¢ learners rank the instructors and les-
sons so that other learners can choose
content based on the rankings

e jnstructors’ communication with
learners is recorded for other learners
to learn from

e learners create audio and metrics that
researchers will consume

e software developers create applica-
tions that instructors can offer to
learners

e instructors and learners rank the ap-
plications so that other learners and in-
structors can choose which applica-
tions to use based on the rankings

e using metrics and data collected from
learners, researchers can determine
best practices and how to improve the
platform to optimize learning

* educational software companies can
collaborate with instructors to create
additional services for their offering
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* educational software companies can
integrate third-party applications into
their offering

Perhaps the main reason for Ottercall to
facilitate co-creation is the belief that
through new capabilities, a superior end
product will result. Involving other parti-
cipants in the co-creation process en-
sures that the product will be built with
the right capabilities to solve their prob-
lem. For example, enabling instructors to
define their own content will allow them
to offer the exact functionality to their re-
spective learners.

Platform Trust

Companies must not underestimate the
importance of trust when building a plat-
form that requires significant investment
from participants. Technology news
sources are littered with controversial
stories about multi-sided platforms, such
as Facebook or Apple, in conflict with
their partners over trust issues. Execut-
ives are understandably hesitant to put
the future of their company in the hands
of the platform owner if trust is in doubt.
Large corporations such as Facebook or
Apple encounter trust issues. The chal-
lenges are even greater for startups.

In this issue of the OSBR, Moreas de-
scribes three dimensions of trust: ability,
integrity and benevolence. These must
be established by both Ottercall and its
platform participants. Not only does Ot-
tercall need to deliver a great solution
but it also needs to convince participants
that it has the ability to deliver, the integ-
rity to deliver, and the benevolence to de-
liver.

Opensourcing code, blogging about res-
ults, and receiving positive reviews will
ensure that participants believe in Otter-
call’s ability to perform. Establishing Ot-
tercall’s integrity requires an open
dialogue with participants using public
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discussion forums that are free from
moderation, providing data to research-
ers for free, and announcing goals in ad-
vance. Ottercall wants its participants in
the platform to succeed and the success
of the platform’s participants equates to
Ottercall’s success. Accordingly, Ottercall
will seek ways of demonstrating its bene-
volence. For example, Ottercall will seek
partnerships with non-governmental or-
ganizations (NGOs) that otherwise could
not afford to transact in the platform.

The same dimensions of trust need to ex-
ist inside the platform between the differ-
ent participants or else no transactions
will occur and Ottercall will fail. In order
to establish the ability of participants, a
ranking and commenting system will be
established where participants can rank
each other and leave comments. In es-
sence, these metrics are a demonstration
of the level of trust in that particular par-
ticipant. The ranking and commenting
system would also establish the integrity
of participants. Trust will be reflected in
high rankings; distrust will be reflected in
low rankings. Benevolence is more diffi-
cult to foster among participants in the
platform since they each have their own
motivations for participating. By being
an open and benevolent company, Otter-
call hopes that the same culture is adop-
ted by participants.

Designing the Platform

Within the overall multi-sided approach,
Ottercall is currently making design de-
cisions to define the platform. These de-
cisions impact the sources of revenue,
the quantity and quality of co-creation
opportunities described earlier, and the
degree of control retained by the plat-
form owner. But these decisions are not
mutually exclusive; the multi-sided ap-
proach allows for multiple revenue-re-
generation approaches to be pursued
simultaneously with a single platform.
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The first decision is to bridge the gap
between the existing language learning
classroom infrastructure and the shift to
teacherless software applications. The
platform will allow classrooms to offer
web-based solutions to both local and re-
mote students. The instructors would
save money by not requiring all students
to attend classes and make additional
money through access to new remote stu-
dents via the platform. Students would
be able to get easier access to classes and
get certifications that would normally re-
quire them to attend classes.

The second decision is to address the un-
derserved market for languages that are
not being offered by the incumbent lan-
guage learning companies. Participants
will be encouraged to co-create niche
language content.

The third decision addresses the bias to-
ward language learners in existing lan-
guage learning platforms. In other
platforms, the language learners tend to
be the side that is subsidized, even
though they are the side that the revenue
comes from. Ottercall would subsidize
the instructor’s side, to encourage more
instructors to join the platform. In turn,
more revenue-generating learners will
come to the platform, particularly in
search of niche languages. By providing
more control to the instructor, they will
be more motivated through co-creation
to produce more content that can in turn
be offered to learners. A clear monetiza-
tion system that lets instructors set their
own prices allows the different sides to
co-create content that the entire plat-
form would benefit from.

The fourth decision addresses the lack of
an API or “store” that lets third-party de-
velopers create applications for the plat-
form. Instructors and learners would
benefit from complementary offers from
third-party applications, including flash
cards, memorization systems, and lan-
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guage games for learners or analytics and
grading tools for instructors.

The fifth decision is whether or not to
pursue an open source strategy. This
maintains the least amount of control of
the platform, but could stimulate the
growth of the platform through even
greater co-creation opportunities. Parti-
cipants would be able to customize the
solution to best fit their needs and com-
mit useful features back into the reposit-
ory so that everyone can benefit.

Conclusion

Co-creation enables small firms without
a definitive concept of what the finished
product will look like to setup a means of
facilitation to tackle big problems they
otherwise could not. Through collabora-
tion with learners, instructors, software
developers, researchers, and language
learning companies, Ottercall will facilit-
ate the creation of strong products and
services that solve real problems and
provide value to participants.

Compared to a traditional single-sided
approach to language learning, Otter-
call’s multi-sided approach holds prom-
ise for reducing the risk faced by most
start-ups, but by no means guarantees
success. By encouraging co-creation and
the development of trust between parti-
cipants, Ottercall will improve its
chances of growing revenue in a space
where well-established incumbents exist.

Elias Majic has a Bachelor's degree in soft-
ware engineering from Carleton Uni-
versity. He worked for several years at
software companies before pursuing Ot-
tercall, a language learning startup that
uses web-enabled speech recognition. He
is a graduate student in the Technology
Innovation Management (TIM, http://
carleton.cal/tim) program at Carleton Uni-
versity. His research interests are focused
on the adoption of speech recognition.
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ASSESSING TRUST BETWEEN NMEMNMBERS

"Trust is essential to good market opera-
tion because ultimately it decreases oper-
ating costs and risk exposure. A
well-trusted marketplace will need to
spend less in attracting customers and in
managing their interactions, which
means that it will be much easier to
scale."”

Marco Iansiti and Roy Levien

Trust is very important to companies
that participate in electronic markets
and the keystone organizations that oper-
ate these markets. No company wishes to
deal with a keystone that is not trust-
worthy or purchase a solution from a
supplier that it does not trust. To grow a
community, the keystone and the suppli-
ers that are its marketplace members
must be trusted.

Providing users of a marketplace with
tools to measure trust in suppliers’ solu-
tions may reduce transaction costs and
increase the number of deals closed. The
objective of this paper is to examine how
to measure trust in suppliers’ solutions
offered in a marketplace. The discussion
on how to measure trust in a keystone is
deferred to a later paper.

This paper is organized into six parts.
The first part defines trust and the
second examines the concept of trust
transitivity, which is the use of indirect
trust in a trust network. The third part de-
scribes how trust can be measured. The
fourth provides an overview of the au-
thor's research, which examined how the
numbers of observations about a solu-
tion-supplier’s ability, integrity, and be-
nevolence affect a customer’s
uncertainty and belief in the solution
offered in the Eclipse Marketplace. The
fifth part discusses the implications of
this research for keystone operators. The
last section provides conclusions and
summarizes the relevance of this re-
search.
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What is Trust?

Trust is an element of the relationship
between two parties, a truster and a trust-
ee. A working definition of trust is drawn
from the work by Mayer, Davis, and
Schoorman: "Trust is the willingness of a
party to be vulnerable to the actions of
another party based on the expectation
that the other will perform a particular
action important to the truster, irrespect-
ive of the ability to monitor or control
that other party" (http://tinyurl.com/
3xqz2qgb). Trust is, therefore, a willing-
ness to take risk. Moreover, individuals
take risks only when they have
something to gain.

The three dimensions of trust are: ability,
integrity, and benevolence. Ability refers
to the truster’s belief that a trustee is able
to deliver a given product or service in a
given manner. Integrity refers to the
truster's belief that the trustee will fulfill
agreements as promised. Benevolence is
the truster’s belief that the trustee wants
to do good for the truster. These dimen-
sions embody the main elements that
one can observe about a trustee. One will
decide whether or not to trust based on
the trustee’s ability to deliver, integrity to
deliver, and benevolence to deliver.
When the parties have never before had a
business interaction, the truster seeks in-
direct evidence to support a decision.

Trust Transitivity

Trust can be established from the
truster’s direct experience with the trust-
ee or can be indirectly derived from re-
commendations made by others.

Trust transitivity is the use of indirect
trust in a trust network. A trust network is
established when one party derives indir-
ect trust in a third party through their re-
lationship with someone they trust
directly. For example, Alice wants to con-
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tract a Java developer, but she does not
know anyone who she can really trust
who has the required skills. Alice trusts
Bob, and Bob knows and trusts Charlie as
a good Java developer. The trust network
is established: Alice -> Bob -> Charlie.
The level of belief or disbelief that Alice
has in Bob will contribute to Alice’s final
decision whether or not to hire Charlie.
Consequently, even though Bob’s trust
opinion of Charlie will not be the only
factor in Alice’s hiring decision, that
opinion will hold a degree of influence in
her final trust decision.

In this example, Bob’s direct experience
working with Charlie was essential for es-
tablishing Alice's indirect trust in Charlie.
This concept extends to organizational
trust. As Bruce Yandle argues, mechan-
isms that ensure trust include “the repu-
tational capital of the service firm or
owner, and recommendations from oth-
er customers [...] that can be assessed dir-
ectly only  through experience”
(http://tinyurl.com/2cnjm53). Therefore,
leveraging experience from other cus-
tomers helps a truster to establish indir-
ect trust in a service or product supplier.
But, what if there is no direct experience
to draw upon? In the next section, a
method of measuring indirect trust by
observing a supplier’s interactions is de-
scribed.

Measuring Trust in a Marketplace

Trust can be measured using an ap-
proach called Trust Network Analysis
with Subjective Logic (TNA-SL). With
TNA-SL, it is possible to calculate values
of trust opinions and to combine mul-
tiple trust opinion values. In the example
above, TNA-SL enables us to measure
Alice’s level of belief in Bob and Bob’s
level of belief in Charlie, and then to com-
bine them to determine an estimated in-
direct level of belief of Alice in Charlie.
These trust opinion values are measured
based on the number of positive and neg-
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ative observations that Alice has about
Bob, and the number of positive and neg-
ative observations that Bob has about
Charlie.

TNA-SL can be used to measure trust
opinion values of marketplace members
about products and services offered by
suppliers in that marketplace. Trust opin-
ion values can be calculated based on the
community members’ feedback about
the solutions and services published in
the marketplace. It is also possible to
measure the trust opinion values about
the members themselves based on their
activity and participation within the com-
munity.

Research

In the author's master’s thesis, TNA-SL
was used to examine whether or not
providing additional observations on a
solution-supplier’s ability, integrity, and
benevolence help decrease a customer’s
uncertainty and increase a customer’s
belief about the supplier’s solution. This
research used 621 observations on mem-
bers and suppliers’ solutions inferred
from information collected from the Ec-
lipse Marketplace website (http://mar-
ketplace.eclipse.org). Observations about
232 members and 16 solutions were
drawn from two solution categories in
the Eclipse Marketplace: Documentation
and Team Development.

The research delivered:

1. A model to measure trust in suppliers’
solutions offered in a marketplace.

2. An approach to automatically calcu-
late trust values of solutions offered in a
marketplace.

3. Insights on ways to increase trust and
decrease a customer’s uncertainty about
a solution offered in a marketplace.
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The research results suggest that custom-
er uncertainty decreases with additional
observations on solution-suppliers. All
scenarios we examined show that uncer-
tainty decreases when additional inform-
ation about a solution supplier’s ability,
integrity, and benevolence are made
available. On average, uncertainty values
decrease 3.23% when observations were
added.

Providing additional observations on
solution-suppliers does not necessarily
increases the belief in a solution. Belief
increases or decreases based on the judg-
ment made about such observations to
identify them as positive or negative.

Providing ways to allow solution-suppli-
er's to share knowledge with market-
place members, for example by releasing
whitepapers, makes it possible for poten-
tial customers to identify which suppliers
share and which suppliers do not share
information with the community. While
the group that shares their knowledge
would have their belief value increased,
the second group identified as not willing
to share would have their belief de-
creased.

Implications for Keystones

A marketplace is operated by a keystone
that supports the platform and the com-
munity anchored around the platform. A
customer goes to a marketplace when
they trust the keystone that is operating
it is a legitimate platform operator and
community hub. The trust network for a
vendor neutral marketplace can be rep-
resented as: customer -> keystone ->
members -> suppliers.

Keystone operators can take advantage
of the research findings described above
by providing as much information as pos-
sible about their members and about the
solutions announced in their market-
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places. This will allow members to make
observations along the three dimensions
of trust:

1. Ability: the keystone should enable ob-
servations that show a solution suppliers’
ability help to increase customer’s belief.
Solution-suppliers should provide as
much evidence as possible about their
ability to deliver a solution.

2. Integrity: keystone operators can en-
able solution-suppliers to show their in-
tegrity to potential customers by
providing them with ways that attest
their correctness to deliver what they
said they would deliver.

3. Benevolence: if the keystone wishes to
act in the best interest of their customers,
it should provide suppliers with as many
mechanisms as possible to allow them to
show their benevolence. It is on the sup-
pliers’ hands to use such mechanisms to
gain customers’ belief in their solutions.
Information that shows a solution-sup-
pliers’ benevolence should always be
made public on a marketplace website.
Examples include suppliers participating
in organizations that advocate on behalf
of customers and statements from suppli-
ers that their success depends on their
customers’ success.

Conclusion

Trust can be defined as the “willingness
to take risk”. This willingness depends
upon positive observations about a trust-
ee’s ability, integrity, and benevolence.
When no direct observations about a sup-
plier or the supplier’s solution are avail-
able, then trust transitivity (relying on
the recommendations of others) be-
comes important. In a marketplace oper-
ated by a keystone, the members should
be encouraged to provide customers
with recommendations of products and
services.
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The potential benefits of the results of
the research described in this paper are:

¢ reduced transaction costs for mem-
bers who access a marketplace

e increased number of deals closed by
marketplace members

This research is relevant because it
provides an approach to calculate trust
opinion values of the solutions offered in
the marketplace operated by the key-
stone. These trust opinion values are vis-
ible and may be able to reduce members’
search and information costs.

This research is also relevant to the aca-
demic community for two reasons. First,
the research provides concrete examples
of how to calculate trust opinion values
in a real marketplace. Second, this re-
search brings together two separate liter-
ature streams: trust network analysis
with subjective logic model proposed by
Josang et al. (http://tinyurl.com/37pjexz)
and trust dimensions analysis by Mayer
et al. (http://tinyurl.com/3xqz2qgb).

Finally, this research is relevant to oper-
ators of keystones for two reasons. First,
the research can guide a keystone to help
its members increase trust in their solu-
tions. Second, the research shows how
the keystone can increase the trust that
organizations place on the solutions
offered in its marketplace.

To be trusted, a keystone should provide
tools that enable users of its marketplace
to assess the ability, integrity, and bene-
volence of the suppliers of solutions pos-
ted in the marketplace. TNA-SL can be
used to make visible the level of trust in
the services and products published in
the marketplace.
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NIGRATING AN EXISTING BUSINESS

“The significant problems we face cannot
be solved at the same level of thinking we
were at when we created them.”

Albert Einstein

Traditional development and commer-
cialization models take too long, cost too
much, and expose founders to excessive
risk. A new approach for small techno-
logy companies to generate revenue has
been proposed (Bailetti, 2010;
http://tinyurl.com/2fzzp8w). In the new
approach, the top management team of a
small technology company uses a a plat-
form to co-create value by collaborating
with all the stakeholders of its develop-
ment and commercialization decisions
and builds trust on its work practices and
market offers.

The purpose of this article is to provide
the lessons learned from working with a
top management team of a profitable
business that uses a traditional approach
to development and commercialization
and wishes to migrate to the new ap-
proach. The article will be useful to man-
agers and owners of existing small
companies and vendor-neutral, non-
profit organizations that wish to grow
their businesses.

The article is organized as follows. First, a
hypothetical situation of a musical band
illustrates the options available to a com-
pany that wishes to increase its revenue.
This example is based on our work with a
local technology. Next, we describe the
lessons we learned while preparing the
plan to migrate the existing company to
the new approach to generate revenue.
The hypothetical situation is used to illus-
trate the lessons learned. Finally, conclu-
sions are provided.

A Hypothetical Example
Consider an existing, small musical band

that would like to increase its revenue. At
present, the band generates revenue
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selling recorded music through its web-
site and local music stores, as well as per-
forming concerts. Feedback from
customers is limited. To grow revenue,
the band can use one of three models:

A. Continue to operate in the traditional,
standalone mode. The band can invest
more time and money pushing sales
through its website and local music
stores and perform more concerts. This
is akin to attempting to increase revenue
by doing more of the same.

B. Become a player in a multi-sided plat-
form operated by another company.
Band members can become active plat-
form players in somebody else’s plat-
form. They can use the platform to
interact with music agents, their fans,
and the fans of other musicians.

C. Become a platform owner. The band
can operate and evolve a multi-sided
platform on its own or with others. Using
this model the band has control over the
structure of the platform that provides
the best-long term benefits for them.

For Model A and Model B, the band's rev-
enue is directly related to their effort's
level. If the band stops recording new al-
bums or performing concerts, their rev-
enue will decrease. Model C provides the
band with revenue from (i) charging for
recordings and performing concerts; (ii)
charging an access fee to the platform;
and (iii) charging transaction fees to plat-
form participants.

In the next section, we summarize the
lessons learned while helping a top man-
agement team of a local company decide
whether or not to migrate their existing
technology business from the traditional
approach (Model A) to the new approach
(Model C). We use the band example out-
lined above to illustrate the lessons we
learned.
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Lessons Learned

Lesson 1: The top management team of
an existing company will need good an-
swers to the following questions before
considering migrating their Model A
company to a Model C company:

e What changes do I need to make to my
existing Model A company to become
a Model C company?

e What are the benefits and costs of mi-
grating to a Model C company?

* Why and how will the Model C com-
pany generate more revenue than the
Model A company?

e What parts of my existing Model A
company can we migrate “as is” to a
Model C company? What do we need
to throw away?

e What should the platform of the Model
C company look like?

e Can we concurrently operate both a
Model A business and a Model C busi-
ness?

Lesson 2: All stakeholder types must be
identified. A stakeholder is a group that
affects or is affected by how the band de-
velops and commercializes its products
and services. Using Model A, the band
will perceive fans that pay for the band’s
recordings and concerts as their custom-
ers and the only relevant stakeholder
group. Using Model C, the band’s stake-
holder groups include agents, other
bands’ fans, service providers, suppliers,
venue owners, and so on.

Lesson 3: Top management teams oper-
ating Model A companies will incorrectly
perceive the platform of the Company C
model as a mere second channel to mar-
ket. The platform of a Model C company
enables co-creation between the com-
pany and: (i) its stakeholder groups; (ii)
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other platform participants, and (iii)
stakeholders of other platform parti-
cipants. Using Model C, the band will be
able to use the platform to create value
with other bands and their stakeholders.

Lesson 4: The platform of a Model C
company is not the product or service of
the Model A company. The platform of a
Model A company is designed to meet
the needs of only one stakeholder group:
customers. The platform of Model C
company is designed to meet the needs
of multiple stakeholder groups. Early in
the process of migrating from Model A to
Model C, the top management team of a
Model A company sees its own product
or service platform as the platform to use
as a Model C company. This is akin to
wanting to design a product without un-
derstanding the problem the customer
wants the product to solve. In the band
example, the products in the Model A
company were the songs produced by
the band and sold to the fans. For the
Model C company, the band's music is
part of the platform, but is not the focal
point.

Lesson 5: Define what value the various
stakeholder groups will derive before
designing the platform. Avoid defining
platform features early in the migration
process. At the start, it is important to
identify the stakeholder groups that will
pay to become platform participants and
the reasons why they will pay. To define
platform features and the architecture of
participation you need to know what
value each stakeholder group will derive
from the Model C company.

Lesson 6: To design a Model C company
you need to consider seven dimensions
(Bailetti, 2010; http://tinyurl.com/
2fzzp8w). These dimensions are repres-
ented by the steps we followed:

1. Define the community outcomes and
the “bumper sticker” phrase that will rep-
resent them in five words or less.
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2. Identify the stakeholder groups and
the value proposition for each group.

3. Identify the number of participants for
each stakeholder group.

4. Define the price structure (i.e., plat-
form access fees and transaction fees).

5. Identify the platform type and key fea-
tures.

6. Define the governance structure.

7. Identify the community health metrics
that will be tracked.

Lesson 7: The design process is iterative.
For example, the community outcomes,
the bumper sticker, and the value pro-
positions for stakeholder groups were re-
visited a number of times. Each time one
component of the design was improved,
all other components were re-evaluated.

Lesson 8: The bumper sticker is used to
brand the community that is anchored
around the platform of the Model C com-
pany, not the products and services that
will be delivered by the Model C com-

pany.

Lesson 9: The selected stakeholder
groups affect the nature of the desired
community outcomes and the bumper
sticker. To illustrate what happened in
our case, assume that the first definition
of the bumper sticker was: “Greater free-
dom for independent musicians” and the
two stakeholder groups were Fans and
Musicians. The Fans stakeholder group
was defined as the fans of independent
music that want to follow their favorite
bands and find new music. The Musi-
cians stakeholder group was defined as
different independent bands that want to
attract a larger audience.

Initially, the rationale was that musicians
could gain exposure to a wider fan base
and that the fans could gain an easy way
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to find out about other bands. However,
it was discovered that there is little in-
centive for either stakeholder group to
pay a fee. It was decided that this initial
attempt was a simplistic view of the
stakeholders of the Model C company. It
was clear that other stakeholder groups
could bring significant value to fans and
musicians and would be willing to pay.
As a result, we added two stakeholder
groups and redefined the previous two,
as shown using the band example:

1. Fans: fans of the independent arts who
seek new artists.

2. Musicians: bands that want to make
more money from their music.

3. Licensees: groups, such as film makers,
that would benefit from access to musi-
cians and are interested in licensing the
music instead of purchasing it.

4. Venue owners: owners of bars, inde-
pendent movie theaters, and other ven-
ues that want access to new and unique
products.

The new stakeholder groups require a re-
vision of the initial bumper sticker, such
as: “Building a profitable independent
arts community.”

Lesson 10: Those closest to the problem
of migrating to Model C company benefit
from outside perspectives. Moving from
a Model A company to a Model C com-
pany requires a change in business mod-
el paradigm.

Lesson 11: Stakeholder groups should be
defined in terms of the value they wish to
extract from the platform instead of their
attributes. The initial tendency is to
define stakeholder groups in terms of
their attributes, such as size, nature of
their business, location, and occupation.
A much better way is to identify stake-
holder groups based on their needs. In
our example, instead of having film
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makers, radio stations, restaurant own-
ers, and advertisers as separate groups,
they are all part of a larger group that has
a need to license music.

Lesson 12: Each stakeholder groups
needs a different customer value proposi-
tion. Each stakeholder group has a differ-
ent reason for paying to become a
platform participant. The Model C com-
pany must ensure that each value pro-
position is communicated effectively to
the members of the stakeholder group
and that the platform delivers the value
promised.

Lesson 13: An “externality matrix”
proved to be a valuable tool for describ-
ing and defining the features of the plat-
form. A critical aspect of the platform is
that a platform participant of a share-
holder group must derive value from an
increase in the number of participants in
the other shareholder groups. These net-

work effects, also known as network ex-
ternalities, must exist for the Model C
company to generate profitable revenue.

An externality matrix can be applied at
any stage in the platform design phase.
Table 1 shows an externality matrix using
the band example. Each cell in the table
relates the value of adding one more
member of a stakeholder group
(columns) to the other groups (rows). Us-
ing our example, adding more fans
provides the fans with a stronger voice to
get more and better music, adding more
musicians gives the fans more choice,
adding more licensees gives the musi-
cians the opportunity to earn money
from royalties. The matrix provides an in-
dication of the strength of the proposed
business model of Model C companies;
the more items per cell and the greater
the strength of each item, the higher the
probability of success.

Table 1. Externality Matrix Showing the Value Derived Between Groups

More Fans More Musicians More Licensees More Venue Owners
Fan Greater demand | More choice Moreopportunityto | More opportunity to
for more and hear their favorite see their favorite
better music artists in other media |artists
Musician More collaboration | Opportunities to earn | Greater awareness of
opportunities money from royalties | their existence
Licensee Easier to find musical | Reduced cost through
More customers | t5)ent for soundtracks| shared lessons from
diverse experiences
Venue Owner Largertalent pool to draw from Shared risk of
acquiring new talent
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Lesson 14: Creating a platform can
provide ideas for new offerings. In the
process of considering various scenarios
for interactions among stakeholder
groups, ideas for new products and ser-
vices emerged. These ideas may affect
the existing Model A business. For ex-
ample, in the process of designing the
company platform, we realized that a
new process could be created from the
existing products offered by the Model A
company.

Conclusion

Using the new approach embodied by
Model C companies requires a different
thought process than the one used to cre-
ate a Model A company. Traditional busi-
nesses are focused on finding customers,
determining what is valuable to them,
and delivering it in a form for which they
are willing to pay. The new approach is
about creating a balance between active
participants, where everyone gains and
provides value to everyone else. This
business model has the potential to solve
many of the problems small businesses
are facing, but it requires thinking bey-
ond the current buyer/seller relation-
ships.

The process of migrating or complement-
ing an existing business with this new ap-
proach is still in the exploratory stage. It
is hoped that this article will generate
greater interest and encourage others to
search for opportunities to use the new
approach.

Howard Rosenblum is a graduate student

in the Technology Innovation Manage-
ment program at Carleton University in
Ottawa. He has over 15 years of experi-

ence in the medical, military, and telecom
industries. Howard is a System/Business
Analyst who has utilized software engin-
eering principles across the spectrum

from architecture and requirements 33
through to deployment.



Q. How do you motivate potential parti-
cipants to pay to join a platform?

A. A company that operates a multi-sided
platform must convince participants to
pay an affiliation fee to access the plat-
form. The challenge is to determine what
it will take to motivate the participants to
pay to collaborate with each other.

To motivate participants to pay an affili-
ation fee, a multi-sided platform must de-
liver unique value to the various
stakeholder groups its sides represent.
For example, if a platform is designed to
generate revenue from three stakeholder
groups: developers, users and research-
ers, it must deliver unique value to each
of these three groups. Developers must
receive more value from participating in
the platform than the value received

Figure 1. Key Dependencies in Platform Design

Number and Set of value
nature of <1=> propositions
stakeholder (one for each
groups stakeholder group)

Q&A

from not participating in the platform.
The same holds true for users and re-
searchers.

To generate revenue, a platform must be
designed to deliver compelling value pro-
positions for each stakeholder group. To
illustrate how this can be achieved, we
will describe five lessons learned while
defining value propositions for a techno-
logy company.

Lesson 1: Defining value propositions for
multiple stakeholder groups at the same
time is a challenge because the platform
features and the number of platform
groups are not known with certainty. Fig-
ure 1 shows that the definition of mul-
tiple value propositions, platform
features and the number of stakeholder
groups are interdependent.

Platform
features
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A process and tools are needed to concur-
rently define the number and nature of
stakeholder groups, value propositions,
and platform features.

Lessons 2: Each value proposition is com-
prised of three or fewer statements that
describe the platform’s points of differ-
ence that deliver the greatest value to a
particular stakeholder group. The points
of difference should be defined in terms
of the next-best alternative available to
the stakeholder group.

Lesson 3: The multiple value proposi-
tions need to be internally consistent. To
make sense, a value proposition for a
stakeholder group needs to be consistent
with the value propositions of the other
stakeholder groups. Viewing each side of
the platform as a single-sided market seg-
ment may result in the development of a
set of single-sided value propositions
that are inconsistent with each other.

Figure 2. Externality Matrix

Q&A

Lesson 4: The process of defining mul-
tiple value propositions is highly iterative
and requires significant domain know-
ledge. For example, one can start with
“system integrators” as a stakeholder
group, but as value propositions are be-
ing prepared you may realize that “co-
creators” is a better stakeholder group.

Lesson 5: After a set of value proposi-
tions is prepared, the strength of the ex-
ternalities between the stakeholder
groups should be assessed. This is re-
quired because the value of the platform
increases only if the value to a platform
participant increases with the size of the
participants in the other stakeholder
groups.

Figure 2 illustrates an externality matrix.
We started with 6 x 6 matrix (36 cells) giv-
en that we were considering six stake-
holder groups. For each XY cell we asked
the question, if we increase the number

1. Increasing the number of:

Buyers Sellers OEM Service/Tool | Researchers
Providers & Educators
2. Results in | Buyer
value to:
Seller
OEM

Service/Tool
Providers

Researchers
& Educators
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of platform participants in stakeholder
group X, how does this affect the value to
platform participants in stakeholder
group Y? We then captured the answers
in the cells. If the answers were similar,
we merged the cells. For example, Figure
2 illustrates that all the answers for the
Research and Educators column were
the same for all cells.

Conclusion

Creating a multi-sided platform from
scratch is a challenge. Future research
will provide answers to some of the
obstacles we encountered. There are nu-
merous challenges that result due to the
recursive dependencies. But the answer
to the question is clear: if you want to
motivate potential participants to pay to
join a multi-sided platform, the platform
must deliver unique value to the various
stakeholder groups its sides represent.

James Makienko is an M.A.Sc. student in
the Technology Innovation Management
program at Carleton University. His
research  interests include business
ecosystems, go-to-market channels, deal
and contract development, and web-
based deal development platforms. He
holds a B.Eng. in Computer Systems
Engineering from Carleton University
and previously worked in software
development, technical support, and
security.
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October 4-7

Government Technology Exhibition and
Conference (GTEC)

Ottawa, ON

GTEC brings together leading public and
private sector experts to collaborate on
serving citizens better through innova-
tion and technology. This year's event
will showcase government and industry
leadership on the structures, people, pro-
cesses and technologies that lead to high
performance government organizations.

http://www.gtec.ca

October 18-24

Open Access Week

Global

A global event, now in its 4th year, pro-
moting Open Access as a new norm in

scholarship and research.

http://www.openaccessweek.org
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UPCOMING EVENTS

October 23

ONLinux

Toronto, ON

A day long conference of Free Software
and Open Source goodness. Presenta-
tions of interesting topics, rubbing el-
bows with key movers and shakers in

F/LOSS.

http://www.onlinux.ca

October 28-29
FSOSS
Toronto, ON

The annual Free Software and Open
Source Symposium provides a venue to
share the latest trends in open source. It
is an event aimed at bringing together in-
dustry, developers, educators and other
interested parties to discuss open source,
open web, and academic/industry part-
nerships. This dynamic two day event of-
fers presentations, panel discussions and
hands on workshops allowing you an op-
portunity to collaborate with your peers
and learn from your mentors. Join the
wave of the future and see how open
source software is used in classrooms,
labs and industry.

http://fsoss.senecac.on.ca/2010/


http://www.gtec.ca/
http://www.openaccessweek.org
http://www.onlinux.ca
http://fsoss.senecac.on.ca/2010/
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Technology Innovation Management (TIM)
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Unique Master's program for innovative engineers

Apply at www.carleton.ca/tim
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http://www.leadtowin.ca
http://www.leadtowin.ca

The goal of the Open Source Business Re-
source is to provide quality and insightful
content regarding the issues relevant to
the development and commercialization
of open source assets. We believe the
best way to achieve this goal is through
the contributions and feedback from ex-
perts within the business and open
source communities.

OSBR readers are looking for practical
ideas they can apply within their own or-
ganizations. They also appreciate a thor-
ough exploration of the issues and
emerging trends surrounding the busi-
ness of open source. If you are consider-
ing contributing an article, start by
asking yourself:

1.Does my research or experience
provide any new insights or perspect-
ives?

2.Do I often find myself having to
explain this topic when I meet people
as they are unaware of its relevance?

3.Do I believe that I could have saved
myself time, money, and frustration if
someone had explained to me the
issues surrounding this topic?

4. Am I constantly correcting misconcep-
tions regarding this topic?

5. Am I considered to be an expert in this
field? For example, do I present my
research or experience at conferences?
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If your answer is "yes" to any of these
questions, your topic is probably of in-
terest to OSBR readers.

When writing your article, keep the fol-
lowing points in mind:

1. Thoroughly examine the topic; don't
leave the reader wishing for more.

2. Know your central theme and stick to it.

3. Demonstrate your depth of under-
standing for the topic, and that you
have considered its benefits, possible
outcomes, and applicability.

4. Write in third-person formal style.

These guidelines should assist in the pro-
cess of translating your expertise into a
focused article which adds to the know-
ledgable resources available through the
OSBR.

October 2010: Sales Strategy

November 2010: Economic
Development

December 2010: Humanitarian

Open Source




Formatting Guidelines:

All contributions are to be submitted in
.txt or .rtf format.

Indicate if your submission has been pre-
viously published elsewhere.

Do not send articles shorter than 1500
words or longer than 3000 words.

Begin with a thought-provoking quota-
tion that matches the spirit of the article.
Research the source of your quotation in
order to provide proper attribution.

Include a 2-3 paragraph abstract that
provides the key messages you will be
presenting in the article.

Any quotations or references within the
article text need attribution. The URL to
an online reference is preferred; where
no online reference exists, include the
name of the person and the full title of
the article or book containing the refer-
enced text. If the reference is from a per-
sonal communication, ensure that you
have permission to use the quote and in-
clude a comment to that effect.

Provide a 2-3 paragraph conclusion that
summarizes the article's main points and
leaves the reader with the most import-
ant messages.

If this is your first article, include a 75-
150 word biography.

If there are any additional texts that
would be of interest to readers, include
their full title and location URL.

Include 5 keywords for the article's
metadata to assist search engines in find-
ing your article.

41

CONTRIBUTE

Copyright:

You retain copyright to your work and
grant the Talent First Network permis-
sion to publish your submission under a
Creative Commons license. The Talent
First Network owns the copyright to the
collection of works comprising each edi-
tion of the OSBR. All content on the

OSBR and Talent First Network websites
is under the Creative Commons

attribution (http://creativecommons.org/
licenses/by/3.0/) license which allows for
commercial and non-commercial redis-
tribution as well as modifications of the
work as long as the copyright holder is at-
tributed.

The OSBR is searching for the right
sponsors. We offer a targeted readership
and hard-to-get content that is relevant
to companies, open source foundations
and educational institutions. You can
become a gold sponsor (one year
support) or a theme sponsor (one issue
support). You can also place 1/4, 1/2 or
full page ads.

For pricing details, contact the Editor
chris.mcphee@osbr.ca.



http://creativecommons.org/licenses/by/3.0
mailto:chris.mcphee@osbr.ca

GOLD SPONSORS

E;) Ontario

The Talent First Network program is
funded in part by the Government of
Ontario.

[in] & Carleton

The Technology Innovation Management (TIM)
program is a master's program for experienced
engineers. It is offered by Carleton University's
Department of Systems and Computer Engineer-
ing. The TIM program offers both a thesis based
degree (M.A.Sc.) and a project based degree
(M.Eng.). The M.Eng is offered real-time world-
wide. To apply, please go to:
http://www.carleton.ca/tim/sub/apply.html.
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