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A B S T R A C T  

The global economic logic has been reworked around the multi-sided 

platform (MSP), shifting focus from the “pipeline” of production to the 

orchestration of networked resource integrators. This conceptual 

research examines value co-creation and value appropriation in digital 

ecosystems and the strategic mechanisms that enable platform 

sustainability and dominance. Industrial organisation, strategic 

management, and information systems provide multi-disciplinary 

perspectives on how value is generated by network effects (direct and 

indirect) and by modular technological architectures that give third-party 

innovators access to boundary resources such as APIs. Value 

appropriation has shifted from transactional commissions to 

architecture-mediated appropriation, including data extractivism and 

algorithmic control, through which platform sponsors harvest “learning 

rents” from collective data that individual participants cannot recreate. 

The study investigates platform dynamics across the lifecycle and 

identifies a recursive coevolution as go-to-market narratives shift from 

“platform as supportive market builder” to “platform as selective and 

redistributive”. A critical balance exists between maximising 

engagement and maintaining long-term ecosystem health. The results 

provide guidelines for managers addressing the “quantity-quality” and 

“chicken-and-egg” paradoxes intrinsic to emergent ecosystems. Finally, 

the ethical implications of platform power are outlined, and a research 

agenda is proposed for SME resilience and the disruptive potential of 

decentralised technologies. 

 

1. INTRODUCTION  

Multi-sided platforms (MSPs) have emerged as one of the main organisational structures in the new economy 

of information technology and the Internet [1]. These are multi-sided markets that act as a standardised 

digital platform that makes it easy for two or more different, but interdependent sets of actors to interact, 

such as buyers and sellers or users and developers [2]. Matchmaking has been around for ages, such as in 

any village market, but the digital revolution has made it possible to rapidly scale these platforms while 

simultaneously lowering transaction costs and creating intricate user and complementor ecosystems [3]. 

MSPs represent a shift from the traditional ‘pipeline' business model to networked environments, a paradigm 

change [4]. Normally, value is created in a linear sequence of activities in traditional firms, where they have 
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control over their internal resources and turn them into outputs that are consumed by persons outside the 

organisation [5]. Platforms, on the other hand, are platforms that integrate resources, where value is not only 

generated along the way to the platform, but rather through the interactions of dispersed actors in the platform 

in a joint, collaborative, and concurrent way [1]. Likewise, the major asset of a platform is the network of 

actors and not fixed physical facilities in this context [6]. These platforms form the core of strategic 

management and have two mutually reinforcing benchmarks: value creation and value appropriation [7]. 

Value Creation: Multi-sided markets involve co-creating value by combining and exchanging different 

resources offered by different market participants in a novel way [4]. Network effects drive this process, 

both direct (the more people on one side, the more useful it is on the other) and indirect (the size and nature 

of the other side affect the utility of the first side) [8]. The key to successful value creation is to break the 

"chicken and egg" paradox such that both sides of a platform cross a threshold simultaneously. Value 

Appropriation or value capture: A firm's ability to convert co-created value into returns or other strategic 

benefits [8]. The main ways of appropriation are monetisation strategies, such as transaction fees, 

subscription fees, and freemium models. In addition, value is captured as architectural control of data flows 

and “learning rents,” which are based on aggregated accesser information to enhance algorithmic 

performance and assure competitive advantage [9]. The dynamics and strategic processes of these platforms 

are a naturally complex task that constantly calls for balancing. Platform owners will need to be orchestrators, 

creating a framework of governance that is open to third-party innovation and participation while also 

maintaining control to ensure quality, trust, and profitability [10]. The more value that can be captured by 

the platform owner, the lower the incentives for the platform's complementors to join the network, and the 

lower the capture of the value, the less sustainable the model. In addition, these processes are dynamic, 

changing, and evolving through adaptive cycles [3]. Once platforms grow and become more popular, their 

governance mechanisms tend to be more selective or redistributive, and can even give greater value capture 

to their sponsor or platform [11]. It is crucial to grasp how platform architecture, governance, and market 

positioning are interdependent and recursive to avoid the conflicts that are inherent in these multi-sided 

platforms [3]. 

2. LITERATURE REVIEW 

Penetrating into the binary field of “pipelines” to “platforms”. Traditional “pipeline” businesses are linear 

value chains, in which the value is created within the company and exported down the chain to customers 

[8]. By contrast, MSPs are resource integrators and ‘matchmakers’ who enable two or more interdependent 

sets of actors (e.g., buyer and seller) to co-create value by interacting directly with each other. The strength 

of these platforms is that they can coordinate a large ecosystem of the outside world [6]. 

2.1 Strategic Mechanisms of Value Creation 

The value and value creation in MSPs is of a collaborative nature and comes from the collective 

efforts of decentralised actors [1]. 

Network Effects: One of the key mechanisms for value creation is the leverage of the network effect, which 

works both within a network, between the same members (direct network effect), and between different 

networks and different users (indirect/cross-side network effect) [8]. There is a "chicken and egg" challenge 

to achieving this critical mass and for successful platforms to reach such a level of participation on all sides 

to initiate these self-reinforcing cycles. 

Technological Architecture: The way in which a platform is designed, in terms of a stable architecture, 

standard interfaces (APIs), and complementary modules, is one of the most important features of the platform, 

which allows third parties to innovate [12]. Modularity is especially appreciated because it allows for the 

highest possible level of complementor independence and creativity, as well as interoperability [12]. 

Platform orchestration and dynamic capabilities: Effective value creation requires the platform owner to 

play the role of an orchestrator: they have to develop dynamic capabilities such as ecosystem sensing, partner 

management, and resource curation [13]. These capabilities are crucial for moving from basic product 
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platforms to highly complex innovation platforms that allow a myriad of third-party inputs and contributions 

[13]. The management of value appropriation is strategic [14].  

2.2 Strategic Mechanisms of Value Appropriation 

Value appropriation (or value capture) refers to the processes by which a platform converts co-created value 

into monetary benefits [8]. 

Monetisation Strategy: This is primarily done through transaction fees/commissions, subscription models 

(e.g., Amazon Prime), and "above the line" advertising models, in which user attention is sold to advertisers 

[3]. There are also some freemium tactics that can unmask value for free and create a need for conversions 

to paid tiers [2]. 

Appropriation in Architecture: Appropriation is increasingly integrated into the platform's architecture 

instead of bilateral bargaining [12]. Platform sponsors extract value from complementors by aggregating 

fragmented user data, which is used to generate "learning rents," and algorithmically control visibility and 

analytics to capture more value from complementors [12]. 

Governance as a Lever: Platform owners use governance to ensure the quality of interactions and prevent 

disintermediation, including by employing access control, output evaluation, and behaviour rules. Openness 

(to participate) needs to be balanced with control (to ensure profitability and the integrity of the ecosystem) 

for strategic leaders [3]. 

3. PLATFORM DYNAMICS AND COEVOLUTION 

Platforms are dynamically linked to their ecosystems and change as the platform's lifecycle progresses. 

Governance: Platforms are increasingly becoming market dominant, and their governance practices tend to 

shift from supporting a diverse complementor population to being more selective or redistributive, focusing 

on end-user experiences or value capture at the platform level [11]. 

Multiplatform Ecosystems: Recent studies have broadened the discussion from single multi-sided 

platforms to multiplatform ecosystems, in which value is created by interactions across multiple platforms, 

in multiple markets (e.g., gaming, e-commerce, and social media) [13]. 

Interplay Factors: Architectural choices and governance mechanisms have a recursive relationship that is 

crucial for the success of an ecosystem [12]. For example, vertical platforms could help develop a product 

quickly, but might not attract long-term usage if it leaves complementors with doubts [15]. 

4. CONTEXTUAL APPLICATIONS: RETAIL, SHARING AND CIRCULAR 

ECONOMIES 

Retailing: Multi-sided marketplaces such as Amazon and Alibaba are changing the way the world trades 

with the combination of front and back-stage processes and the personalisation of customer experience, 

colloquially referred to as “omnichannel” [6].” 

Sharing Economy: Platforms in the sharing economy allow people to make transactions directly with each 

other, allowing for the reuse of unnecessary resources, such as spare rooms on Airbnb or cars on Uber [4]. 

Circular Economy: Digital platforms are becoming “circularity brokers” that can broker resources to enable 

sustainability through a meta-organisation, as waste and idle resources are matched with productive uses 

[16]. 

5. NETWORK EFFECTS (DIRECT AND INDIRECT) 

Network effects are the two key direct (same-side) and indirect (cross-side) ways by which multi-sided 

platforms generate value [8]. 



JMSAH  — Journal of Multidisciplinary Sciences, Arts and Humanities Vol. 1(1) · 2026 · 37-47 

© 2026 International Journal Press · Licensed under CC BY 4.0 Page 40 

Direct network effect: If the value a user derives from a service is greater as the number of other users on 

that side of the service grows, as is most prominently seen in social-media services when more people are 

using the service, they become more connected to their own network of users [17]. 

Indirect network effects can sometimes be even more important to platform scalability: when a platform's 

value to one set of users (such as buyers) rises as the value to the other set of users (such as sellers) does as 

well, thereby creating a self-reinforcing loop that brings more users to either side of the market [18]. These 

positive externalities can also result in "winner-take-all" scenarios, but platforms need to overcome the 

"chicken and egg" problem to reach critical mass and be careful to prevent negative externalities, such as 

congestion, information overload, or greater search frictions, from occurring as they grow past their best-

matching characteristics [19]. 

6. PLATFORM GOVERNANCE MECHANISMS 

Platform governance mechanisms consist of rules, constraints, and incentives that platform owners establish 

on the platform to coordinate the behaviour of independent complementors and solve collective-action 

problems. Incentive mechanisms encourage participation and co-creation by making boundary resources, 

such as APIs and SDKs, accessible to all; they provide autonomy of decision-making by using modular 

architecture (e.g., freed up from the constraints of a closed-source ecosystem); and they offer pecuniary 

benefits, such as revenue sharing, to incentivise participation. Control mechanisms reduce the risk and 

opportunism of others by implementing gatekeeping (access control), output monitoring (e.g., reputation 

scores, ratings), and behavioural rules (e.g., what is allowed and what is not) [12]. Strategic leaders should 

always keep the tension between openness and control in mind to allow innovation and ensure the quality 

and stability of the ecosystem, and tune the balance as the platform develops [3]. As the platform gains 

market dominance, it typically evolves from a governance approach that focuses on structural changes 

improving initial market conditions to a boundary-spanning and redistributive approach that expands the 

complement pool and steers user attention [11]. 

7. VALUE CO-CREATION 

Value co-creation is a process of creating new value, either material and/or symbolic, that is joint, 

collaborative, and based on mutuality between the parties involved, which frequently blurs the distinction 

between producers and consumers [1]. This is a paradigm shift from linear "pipeline" business in the 

traditional manner of creating value from the inside and pushing the product downstream to a service-

dominant logic that creates value through interactions with others in an open forum [1]. Value co-creation 

relies heavily on the firm's capacity to become a resource integrator that makes it possible to combine and 

share resources in new ways, delivered by a network of very different actors, such as the platform owner, 

the third-party complementors, and the ‘prosumers’ people who provide and consume the firm's resources 

[10]. The three phases of the co-creation process are antecedents (as the initial motivations and capabilities 

of the participants); the process itself (characterised by encounters, shared development, and the integration 

of resources); and outcomes (innovation, knowledge, and shared profit) [12]. To achieve this potential, 

platform owners must function as ecosystem orchestrators, who must play a central role in decreasing search 

and transaction costs as well as coordinate and control the complexity of the multi-actor and multi-layer 

supply chain [1]. With this orchestration, a series of modular cores and boundary resources, such as APIs 

and SDKs, can be leveraged to enable third parties to create value-added derivatives based on a common 

digital foundation [20]. Co-creation is also driven by so-called "self-reinforcing network effects": the more 

users are engaged, the more utility they will derive from the platform, either from their own side of the 

market or from the other side of the market. Value co-creation allows the use of idle assets and links resource 

flows for a sharing economy and circular economy, where they are not being used. The implementation 

demands high-level governance frameworks to encourage the often-conflicting goals of stakeholders and to 

reconcile the need for openness to innovation with a need for centralised management for quality control [8]. 

Moreover, platforms tend to collect "unaware value" from the transactional and behavioural data traces that 

users leave as they use the platform, resulting in the creation of "learning rents" that bolster the platform's 

competitive edge [21]. These processes are only effective if they are coupled with a synergistic match 
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between the technological architecture of the platform and its social governance, so that the complementors 

remain strongly attached to the platform despite competition from a crowded market [14]. Those involved 

need to be guaranteed a fair and equitable result, whether that's monetary wages or social and reputational 

status [22]. If platforms do not achieve this balance, they may run the risk of "value co-destruction" from a 

power imbalance or an asymmetry in information that deters participation by actors. It is important that 

managers closely track the value of each of the actors' engagement in the cycle, and determine how the value 

is perceived and captured by them, because the value realised in one cycle is an important input, which will 

strengthen the motivation to participate in the next cycle [7]. Finally, this logic enables firms to become 

meta-organisations that utilise a "digital hand" to coordinate the distributed innovation agency, and realise 

nonlinear increments of utility and value [9]. 

8. VALUE CAPTURE / APPROPRIATION STRATEGIES 

Value appropriation (value capture): A platform's strategic ability to convert the value created in the 

ecosystem into monetary results and sustainable competitive advantage [13]. It is a process that is different 

from value creation; rather, it is about what a firm does to compete with its competitors and partners to secure 

its "share" of the created benefits [21]. Traditional monetisation models include transaction fees, 

membership/subscription fees, and freemiums that make their value apparent through free access and 

facilitate paid conversion [6]. One popular approach to strategic pricing is to use ‘divide and conquer' pricing, 

where the price-sensitive user group is subsidised to ensure critical mass and the value is then appropriated 

by the paying side [8]. Moreover, “above the line” models are sold as advertisements and exploit users' 

attention and user data [9]. In more advanced AI-based ecosystems, appropriation is becoming increasingly 

architectured, based on "data extractivism" to harvest "learning rents" from shared cross-actor data, which 

individual complementors would not be able to duplicate [11]. Platforms implement governance measures, 

such as access control and contact encryption, to avoid the disintermediation of the platform interface, 

safeguarding these returns [23]. Value capture strategies can evolve from supporting structural changes to 

redistributive governance – a pattern that allows more aggressive value capture at the cost of individual 

complementors – as platforms grow to become dominant market positions [11]. Ultimately, successful 

appropriation depends on the dynamic balance: too much extraction can lead to "value co-destruction", 

which can create the situation where the very partners it seeks to attract to remain in the game are also the 

ones who withdraw from it [11]. 

9. PLATFORM ENVELOPMENT 

Platform envelopment is a complex competitive move whereby a platform supplier enters an adjacent market 

by offering its own platform services along with the target platform's services under one roof. This allows a 

platform provider to use a shared user base and common components to circumvent traditional entry barriers 

in an adjacent market while selling its product [13]. This is an even more powerful mechanism in digitally 

fueled environments where network effects and high switching costs tend to create a barrier to competitors 

[2]. The strategy is typically followed in two stages: first, the aggressor enters a particular market segment, 

and then new products are introduced to further grow and surround the market [24]. The enveloper leverages 

these new platform features to capture the network effects that had safeguarded their incumbent and, in a 

surprising twist, have effectively prevented incumbent access to users. Other service providers in the 

neighbourhood are often able to provide disruptive functionality in these multi-platform packages, making 

dominant firms vulnerable to such attacks [2]. Additionally, envelopment may be a strategic tactic by 

platform owners to acquire their own complements' operational assets, such that they reap greater value and 

exert more control over market entry [23]. In segments such as global retailing, this is seen when "super-

platforms" offer basic transaction capabilities alongside broad-based digital capabilities such as 

entertainment or social media, creating an impetus for smaller retailers or traditional players to either go 

under or become more competitive [13]. In the end, envelopment is not an incremental change towards 

parallel growth, but a radical approach to aggressive market expansion, enabling leaders to consolidate their 

leadership in several interdependent environments [25]. 
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10. MULTI-HOMING AND SWITCHING COSTS 

Multihoming is the behaviour of users or complementors that compete across multiple platforms and engage 

in multiple platforms instead of focusing on one favoured platform [25]. This is usually a response to a lack 

of horizontal or vertical differentiation in the platform, or when pricing fluctuates from day to day and from 

season to season (e.g., surge pricing, temporary pricing) [26]. After multihoming has set in, the competition 

is real and fierce; users can now simply change between platforms for each transaction, based on who is 

providing the top-quality matches at the moment [26]. Platform owners, on the other hand, work hard to 

create customer 'lock-in', which is the extent to which users' willingness to search and switch to another 

platform decreases [6]. One of the main factors of this lock-in is the size of switching costs, which are the 

financial, cognitive, or technical barriers from which users are unable to switch to a competitor service [26]. 

High switching costs serve as a kind of "wall" that makes it difficult for a separate competitor to enter the 

market and secure a significant share of the business, as the existing competitor would have to provide 

revolutionary functionality to accomplish this [2]. In some instances, strategic leaders intentionally 

manipulate the costs of these technologies, for example, by changing compatibility with other technologies 

or by offering special boundary resources that boost developer efficiency but can not be used by other 

platform interfaces [27]. For example, Google Play Services are used to link apps to Google's official 

services but are incompatible between platforms and make multi-homing by the developers much more 

difficult [28]. The transition from relational databases to more data-centric and machine-learning-oriented 

systems and ecosystems is now being exacerbated by data non-portability, of course, with the historical 

transactions, customer reviews, and behavioural analytics locked in the system, reinforcing "extractive 

equilibria"[29]. Platform sponsors can also adopt governance measures, such as exclusive dealing and 

specialised loyalty programs, such as Amazon Prime, which include high-value, unique services that are not 

offered anywhere else, in addition to the core transactions. For instance, Safaricom, in the past, had used 

exclusion clauses that barred the M-Pesa agents from serving other mobile money companies, effectively 

seeking to capture more value from its dominant position [26]. Low barriers to entry and low switching costs 

can create high levels of competition and concept copying, while high status complementors and large 

installed bases of the dominant platform can create strong network effects that discourage multihoming and 

cause "winner-takes-more" effects. In addition, with the growth of platforms, more search frictions can arise 

whereby people have to do more work to evaluate more choices, and if the friction outweighs the quality of 

the match, they might simply end up leaving the platform altogether. Finally, the relative power of 

multihoming and switching costs affects the relative bargaining power of each player in the ecosystem: if 

players have diversified channel strategies or have high absorptive capacity, they can resist extractive 

pressures; if they are single-homing, they are structurally constrained and strongly dependent on the 

platform's architectural control over their lives and value capture [9]. 

11. PRICING STRUCTURES AND SUBSIDIZATION 

Pricing in multi-sided platforms (MSPs) is a fundamental change from “pipeline” business models and is a 

complex strategic decision that can influence the participation of interdependent groups of actors with 

complex and often asymmetric pricing structures [8]. Platforms can serve as a matchmaker between two or 

more different constituencies; hence, platform value is inherently tied to having a critical mass on both sides 

to create self-reinforcing network effects [2]. Platform owners often use a "divide and conquer" approach to 

break the initial ‘chicken and egg’ bind by paying to subsidise the most price-sensitive or ‘quality-sensitive’ 

side to create scale and market thickness. In the early days, Uber offered a minimum amount that drivers had 

to be paid before they would start driving for Uber, and Groupon gave away free listings to merchants to 

build supply for prospective customers [8]. The question of which side to benefit is determined by what each 

group brings to the other and whether they are visible and/or appealing to participants [30]. Platforms can 

then monetise their value via multi-component pricing, such as paying a membership or subscription fee, a 

transaction-based usage fee, or a percentage. The principle is that in the digital retail domain, the income 

stream becomes transactional commissions rather than sales margins, which gives the platform the ability to 

shift the risk of holding onto the inventory to third parties and concentrate on developing customer lock-in 

[31]. Some of the best platforms, including Amazon and Alibaba, use a blend of commission fees from third-

party marketplaces and their own products and inventory, as well as private labels. Another important 
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monetisation strategy is the “above the line” ad model, which relies on selling “free” access to the platform 

to users, and the sale of their attention and behavioural data footprints to advertisers [32]. Freemium models 

expose the value of the product at a lower level, in exchange for a price for superior interactions and/or 

features. In certain applications such as physical interaction platforms, pricing policy can be classified as 

symmetric (all actors pay revenue), asymmetric (one actor pays revenue), or no pricing (funding is provided 

by third parties) [18]. Advanced ecosystems also make use of dynamic pricing models, like Uber's surge 

pricing, to dynamically match supply and demand, based on the marginal value. At the same time, a gradual 

transition toward usage-based billing and granular "Function-as-a-Service" (FaaS) models enables 

complementors with freedom and flexibility to scale their own innovations without being locked into long-

term commitments. To encourage third-party developers, they usually employ revenue-sharing models and 

MSPs, such as Valve's Steam, offer revenue splits for developers by percentage, which decrease accordingly 

as sales numbers rise without losing ground to competitors [33]. As platforms become dominant, their pricing 

governance may move from supportive structural change to more aggressive redistributive modes that 

ultimately can lead to a squeeze on platform margins or higher marketing costs for the platform that can 

reduce complementor value capture [34]. In addition, intense competition in the ecosystem can lead to a 

price war, with vendors such as mobile payment companies having to accept rebates to only break even, in 

order to grow their ecosystem and gather cross-platform information [8]. It is further reinforced by the high 

switching costs and low data portability that enable dominant platforms to maintain extractive equilibria by 

preventing their partners from leaving the platform even as relative returns decrease [9]. Addressing the 

often conflicting interests of all stakeholders and ensuring a fair and transparent revenue-sharing mechanism 

is essential to successful pricing, which is the primary determinant in preventing "value co-destruction" and 

ensuring sustainability of the ecosystem in the long term [1]. 

12. DATA-DRIVEN ADVANTAGE AND ALGORITHMIC CONTROL 

One of the most significant data-driven advantages of digital platforms is that they have what they refer to 

as “privileged” and “integrated” access to real-time user data that the individual participants do not [8]. This 

access allows for data network effects: the more data the platform accesses, the more the platform learns and 

becomes valuable for matching, personalisation, and prediction [23]. Platform sponsors can harness 

"learning rents" or returns from generating intelligence from distributed data contributions that are scalable 

and cannot be similarly achieved by individual participants, such as SMEs, without their involvement [9]. 

This represents a transition from ownership-based to architecture-based competitive advantage, where power 

can be gained from the "digital hand" of algorithmic control [35]. Algorithmically, platforms facilitate 

coordination among decentralised actors by internalising “who sees what, when, and why?” and steer users' 

attention through ranking and recommendation techniques; algorithmic performance monitoring realises this 

by automating an actor's monitoring of their performance [33]. However, when the data are produced without 

the platform's control, there is data extractivism: a situation in which platform sponsors take a massive 

advantage over the market by capturing an unfair share of value for themselves, and the rest of the market 

suffers [8]. Such asymmetries frequently become entrenched as “extractive equilibria” due to high switching 

costs, data non-portability, and the inability of participants to move their large volumes of historical 

transaction and performance data from their platform to an alternative platform [9]. 

13. TRUST, REPUTATION, AND RISK MANAGEMENT 

The key axes of multi-sided platforms are trust, reputation, and risk management; the interactions are often 

between strangers who need the platform's governance to enable safe interactions [8]. To foster trust and 

counterbalance factors that can be problematic, including opportunism, fraud, and information asymmetry, 

platforms increasingly use elaborate reputation mechanisms such as star ratings, online reviews, and 

certification programs as tools of output control and quality assurance. These systems bring the following 

benefits: They reward quality submissions and foster a "trusted community" that spurs continued 

participation and may even lead to real money for the community [1]. Risk management is also a 

"choreographed dance" between formal and informal precautions, including algorithmic risk management 

used to spot manipulation of reviews, encryption of contact details to stop disintermediation, and thorough 
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vetting processes when users join the platform [26]. At the same time, the platform owners need to rely on 

this control without being closed and proactively solve the problem of the failure of the entire ecosystem, 

such as misinformation and polarisation, so as not to kill the value and destroy the trust of stakeholders in 

the long run, and maintain the institutional legitimacy of the platform [1]. In the end, trust and reputation 

become a competitive edge that is hard to be created by any other competitor independently of the company 

that has leveraged it to its advantage [26]. 

14. ECOSYSTEM EVOLUTION AND PLATFORM LIFECYCLE 

Digital platform ecosystems are in a dynamic life cycle and typically evolve through four phases: birth, 

growth, maturity, and leadership, as the platform owner's role changes from designer to a core orchestrator 

of the ecosystem [13]. During the emergent phase, platforms prioritise addressing the "chicken and egg" 

dilemma and use "divide and conquer" subsidy mechanisms and supportive governance to build up a critical 

mass of participants [2]. The ecosystem evolves through a recursive co-evolution process in which 

technologies and governance models evolve and shape each other to create a balance between core stability 

and peripheral evolvability [12]. For incumbent firms, this shift may involve a strategic shift in product 

platforms from closed to open innovation platforms that enable distributed innovation through standardised 

interfaces and flexible boundary resources [12]. The nature of governance strategies usually evolves from 

supporting the larger population of complementors to becoming more selective and redistributive, where 

attention is directed and value is captured from complementors [11]. In the end, although digital technologies 

can help sponsors lengthen the platforms' lives with frequent updates, they will need to continually reassess 

such mechanisms to guard against ecosystem failures or the displacement of their platform by an alternative 

"super-platform" [15]. Managing such transitions calls for deliberate leadership as firms navigate 

technology-driven business change [36]. 

15. CONCLUSION 

Multi-sided platforms (MSPs) have dramatically changed the logic of value creation in organisations, 

moving from an approach based on the linear production of products to a distributed approach involving 

integrators of resources. This study explains that success in multi-sided markets is not only scale but also a 

complex interaction of value co-creation and value appropriation. In theory, this work can help shift from 

"pipeline" logic to platform logic and show that competitive advantage is shifting away from ownership to 

the architecture. We have demonstrated how value can be created by managing network effects, both direct 

and indirect, and the design of technological boundary resources such as APIs, which allow third-party 

innovation. At the same time, value capture has shifted from commissions to the new practices of data 

extractivism and algorithmic control, whereby platform sponsors can capture "learning rents" from the data 

accumulated in the ecosystem. The managerial implications of our findings highlight the need for platform 

owners to be ‘curators’ and ‘orchestrators' as opposed to classic ‘controllers'. The practitioners' lesson is the 

quantity-quality trade-off: strategies based on large numbers in the early stages may be needed to break the 

‘chicken-and-egg’ cycle, but sustainability is more likely to be achieved in the long-term through quality-

driven strategies, and strong reputation systems to ensure trust does not deteriorate and cause the ecosystem 

to fail. Moreover, managers need to understand the life cycle dynamics of governance, as the governance 

supportive mechanisms that can be put in place during birth may require them to switch from supportive to 

selective and redistributive mechanisms as the platform gains dominance. Socially and ethically, this study 

highlights the growing conflicts between platform power and stakeholder well-being. Success for platforms 

in the sharing and circular economy initiatives needs to be measured based on how well they can orchestrate 

resource flows for sustainable results, and how equitably they distribute value to prevent "value co-

destruction. Social media governance, however, needs to go beyond business-oriented indicators and include 

the quality of information and the strength of the democratic system. Social-media platforms have also 

become major channels for e-commerce growth, driven by advanced technologies [37]. Research should 

continue to explore the SME perspective, with a particular emphasis on how SMEs can be resilient to the 

extractive dynamics of dominant platforms. Furthermore, the potential for decentralised technologies, 

including blockchain, to challenge existing centralised platform architectures and create new, trustworthy, 

and transparent ecosystems is an exciting development. In the end, an MSP's health will rely on the platform 

sponsor's ability to capture its own monetisation strategy while ensuring the overall success of the platform's 

numerous participants. 
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