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Executive summary

In recent years new technologies within IT have been developed and launched at a rapid pace, enabling
both incumbent firms and startups to foster new businesses and business models. Among these, a
prominent example is a digital platform. Digital platforms face competitive dynamics different from
traditional companies. These include strong network effects, high multi-homing costs, and no need for
special features, all of which have the potential to create winner-take-all dynamics that makes it difficult a

second-mover to challenge an established platform.

This thesis examines how platform specific dynamics influence a second-mover’s opportunity to challenge
the incumbent platform in the market. It discusses how winner-take-all dynamics affect the competitive
situation, and how company resources can be employed in such attack strategies. To further explore the
theory, a case study of the Danish market for mobile payment is conducted to investigate the utility of the
theory in practice. The study analyses what the second-mover, Swipp, can do to challenge the dominating

platform, MobilePay.

Based on the above analysis, this thesis finds that the mobile payment market has no clear winner-take-all
dynamics, why it is feasible for a second-mover to challenge the first-mover. Further, it argues that
MobilePay has a competitive advantage in their critical mass of users, whereas Swipp has a potential
competitive advantage from their cost structure and that these resources should affect their attack
strategy. Finally, the thesis argues that the low number of competitors in the market intensifies the

competition, as awareness, motivation and capabilities to attack are high.

This thesis concludes that significantly strong first-mover advantages can be established in the platform
market, why second-movers might not always be able to challenge a first-mover. Even so, the analysis
suggests a strategic path, which might allow Swipp to establish itself as a stronger second-mover, as new

competitors are about to enter the market within the next months.
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1. Introduction

With the rise of information technology, the network economy (Kelly, 1998), and new alternative business
models (Osterwalder et al., 2010; Anderson, 2009), classical industrial logic as Porters (1980) concepts of
cost leadership and differentiation are challenged and whole industries undergo transformations
(Damsgaard, 2015). Companies are forced to rethink the old and develop new products and services,
resulting in a multitude of new businesses and markets (Damsgaard, 2015) as digital platforms disrupt

industries.

Network effects become important when companies create platforms and offer their products/services
through these platforms (Evans et al., 2006) as value creation of a platform to a high degree is gained from
network effects (Shapiro and Varian, 1999a). For digital platforms, significant economies of scale can be
achieved since digital products usually contain zero or very low marginal costs but relatively high fixed costs
(Hedman and Henningsson, 2015). Therefore, the platform's nature is to gather as many users as possible
since every additional user extends the value of the platform and often represents small or no extra costs
to the platform owner (Eisenmann et al., 2006). Network effects and zero marginal costs are not a

requirement for each other, but the presence of both gives a significant advantage.

Contrary to traditional industry logic, that enables companies to compete on either cost leadership or
differentiation (Porter, 1980), other dynamics influence the competitive situation on platform markets. As
many platforms are free for a least one user side, a cost leadership strategy has limited effect, and as most
platforms extend the value from each additional user attracted to the platform, a differentiation strategy
has limited effect. Instead, the competitive situation on platform markets is affected by winner-take-all
dynamics, which depend on whether the market has strong or weak network effects, high or low multi-

homing costs, and finally, whether there is a demand for special features or not.

Two examples illustrate this well: During the past 20 years, different companies have managed to achieve
platform leadership in the market for Internet browsers. Netscape Navigator was market leader in mid
1990'ies (Kubatis, 1996), but Microsoft bundled their Internet Explorer browser to Microsoft’s operating
system (Anderson, 2009; Eisenmann, Parker and Van Alstyne, 2011), and thereby took market leadership in
the beginning of the new millennium (Microsoft's Internet Explorer global market share is 95% according to
OneStat.com, 2012). Since then, Google has launched Google Chrome and taken market leadership in the

Internet browser market (Wikimedia Traffic Analysis Report - Browsers e.a., 2015).

Another example is Google's intention to take up the competition with Facebook by launching Google+

(Goldman, 2011). Google did not succeed in this (Eadicicco, 2015) as they could not compete with



Facebook’s strong network effects, high multi-homing costs, and there was no significant need for special

features that Google and not Facebook could offer the users.

Two points are worth noting from these two examples; 1) neither a first-mover nor a second-mover is
necessarily going to win a platform battle, merely because they are first or second-movers. 2) Just because
a first-mover becomes market leader doesn’t mean that this cannot change when other competitors enter
the market. Both theory and “live” examples of platform battles are therefore relevant to study further.
This is especially the case with the mobile payment market, where platform battles go on in several
different countries, and Hedman and Henningsson (2015; p. 305) have stated that “Payments have become
a hot spot for digital innovation," which the Danish mobile payment market emphasize. In Denmark

MobilePay and Swipp are competing against each other.

MobilePay has to a much higher degree than Swipp managed to attract private users, for whom the service
is free to use. In this specific platform battle MobilePay is far ahead of Swipp on several parameters
(Nyholm, 2015). Though, Swipp seems to possess resources, which can be applied to challenge MobilePay’s

dominating position.

1.1 Research question

The incumbent firm, Danske Bank, has launched a free mobile payment app, MobilePay, and has secured a
dominant position in the Danish market. However, despite the seemingly lack of opportunities to compete
by applying the traditional industrial logic, the later entrant, Swipp, has nonetheless endeavored on a quest

to challenge MobilePay’s dominant position.

By studying this case, “We would like to examine the dynamics on the market of a digital platform and seek

to answer the following question and sub-questions:

1. What are the strategic opportunities and obstacles for Swipp in the Danish mobile payment

market facing MobilePay’s dominant market position?

- To what degree does winner-take-all dynamics influence the competitive situation on the
Danish mobile payment market?

- How do Swipp’s and MobilePay's resources affect the competitive situation on the Danish
mobile payment market?

- How does the market dynamics affect the competitive situation between Swipp and

MobilePay?”



2. Methodology and methods applied

In this section, we introduce the methodology and methods applied in the thesis. Flyvbjerg (2006) states
that problems and not methodology are to drive good social science and that the best fitting methods are
to be applied to answer a research question. Further, Wahyuni (2012) distinguish between method as the
practical application when doing research and methodology as ideological and theoretical foundation for
the methods applied. The approach in writing this thesis has initially been pragmatic, as we have adopted
Flyvbjerg’s approach of letting problems and not methodology drive the writing of this thesis. We will
introduce the methodology and after this, the methods applied. Hereafter, we will discuss the data

collection and the data analysis applied in the thesis.

Through the years, a number of platform battles have taken place. However, we do not have theoretical
frameworks enabling us to generalize from earlier examples, thus a case study is preferred over a vain
search for theories and universals (Flyvbjerg, 2006). This helps us to understand the dynamics in a platform

market through a particular case study.

2.1 Methodology

Different research paradigms affect the fundamental assumptions and beliefs, which describe a
researcher’s behavior. The beliefs are positivism (naive realism), post-positivism (critical realism),
constructivism (interpretivism), and pragmatism (Wahyuni, 2012). Positivism defines knowledge as
objective and independent of social actors and defines one truth as the right. Post-positivism also relies on
objective criteria but accept social conditioning. On the other hand, constructivism defines the world as
socially constructed and subjective and thereby accepts that the case studied may change over time.
Finally, pragmatism chooses the best achievable view on knowledge to answer the research question

(Wahyuni, 2012).

The initial intention of the study was to identify how one platform can challenge another platform and to
conduct this study through an approach of constructivism, as we as researchers interviewing the second-
mover platform were to influence the research through our presences (Wahyuni, 2012). Though, as we did
not manage to get access to Swipp as originally promised by the company, the study relies on secondary
data sources. As the study then had to apply secondary data, the methodology turned into a pragmatic
approach which made the study depend on a post-positivist epistemology where both observable and

subjective meanings can be applied to answer the research question (Wahyuni, 2012).



2.2 Methods applied

Having chosen the methodology, we argue for the methods applied in terms of selection of case, research
design, and finally, elaborate the relation between theory and the research. According to Yin (2009), a case
study assists in understanding complex social phenomena, and the case study creates a holistic view of
real-life events. This is an advantage in this study, as the study covers a fast developing market, where two
competing platforms launch new initiatives continually and especially one of the platforms has had

tremendous growth rates.

2.2.1 Selection of case
Flyvbjerg (2006; 228) states that “ 'the force of example’ is underestimated” in scientific development and

that generalization to some degree is possible through a case study.

The choice of case influences the ability to generalize the results, and the selection of case is, therefore, a
strategic choice of the research (Flyvbjerg, 2006). When choosing a case, the most appropriate case is not
always representative, because an average case might not contain the richest information. Atypical or
extreme cases might contain more relevant information, which can deepen the insights compared to a
representative case (Flyvbjerg, 2006; Wahyuni, 2012). We have chosen an information-oriented case, which

increases the ability to utilize the information we can get from single cases (Flyvbjerg, 2006).

The conditions of the cases in platform markets vary in a great extent, as digital platforms serve very
different markets. The case of the Danish mobile payment market is, therefore, an extreme case and an
extreme case is an advantage in a closely defined sense when obtaining information on unusual cases
(Flyvbjerg, 2006). The case of Swipp and MobilePay is unusual, as the first-mover MobilePay has managed
to attract an immensely high number of users within only three years, and due to the rapid development in
the market, the case contains much interesting information on a competitive situation between two digital
platforms. However, we also accept that the case-specific findings can be difficult to generalize to other
cases, as the case-specific findings are tied to the payment market, is solely digital, only consider the Danish
market and finally, it is a platform battle only between two competitors, the first-mover, MobilePay, and
the section mover, Swipp. Therefore, the case is compelling in a closely defined sense on how the second-
mover Swipp can try to challenge MobilePay's dominating market position. It is, therefore, possible to
generalize on the theoretical level and findings from the thesis, but only to a limited degree on the case-

specific findings.

2.2.2 Research design
Yin (2009) states that a case study can be exploratory, descriptive, or explanatory. The aim of the planned

study was to understand how Swipp can challenge MobilePay, and therefore, we initially organized the



study with an exploratory approach asking “how” and “why” questions (Wahyuni, 2012; Yin, 2009). Though,
as we could not access Swipp for an interview, we applied a pragmatic approach to the study and changed
the focus to understand a large body of secondary data sources about the platform battle between Swipp
and MobilePay. We have used this knowledge to the applied theories on platform specific dynamics, with
the purpose of creating a strategic path for Swipp on how to challenge MobilePay’s dominant position in
the market for mobile payments. This has also influenced the research question, which initially was to
identify how Swipp could challenge MobilePay's dominant position and now take a broader view on

platform markets:

We would like to examine the dynamics on the market of digital platforms and seek to answer the following

question and sub-questions:

1. What are the strategic opportunities and obstacles for Swipp in the Danish mobile payment

market facing MobilePay’s dominant market position?

- To what degree does winner-take-all dynamics influence the competitive situation on the
Danish mobile payment market?

- How do Swipp’s and MobilePay's resources affect the competitive situation on the Danish
mobile payment market?

- How does the market dynamics affect the competitive situation between Swipp and

MobilePay?

The research question and sub-questions confirm the pragmatic methodology applied in the thesis. Initially,
we apply an explorative approach in identifying whether the market is a winner-take-all market or not.
Hereafter, we apply an explanatory approach to identify the competitive situation on the Danish market for
mobile payments in terms of platform specific resources and market dynamics, and finally, we apply a
descriptive approach to answering what strategic opportunities Swipp has in challenging MobilePay’s

dominating position.

2.2.3 Relationship between theory and research

The study initially followed a deductive approach (Andersen, 2009) by establishing a theoretical framework
from existing literature on platforms with the intention to develop relevant questions for Swipp, to create
the foundation for the case description and the analysis. Through the process of writing the thesis and
collecting data, the theoretical body seemed to lack focus on first- and second-mover dynamics. Further, as
case data was collected, it was realized that a perspective on a resource based view was relevant to apply,

to identify the strengths for each of the two platforms in the mobile payment market.



The resource-based perspective was applied as the market conditions identified indicated that the market
might leave room for a second-mover if the second-mover possessed relevant resources which could be
applied in challenging MobilePay. Therefore, we also chose not to apply theories relevant for challenging
platform leaders in the long term, as the scope of the thesis limited the opportunities in this. These

perspectives will be elaborated in the discussion in section 10 of the thesis.

As the study lacked access to Swipp, this gave us the opportunity to study Swipp thoroughly through
secondary data sources. This increased our insights on Swipp significantly and enabled us to refine the
theoretical section e.g. by increasing focus towards company resources. The approach in establishing a
body of theory, writing a case description and conducting the analysis thereby turned into a circular

process, working on the different sections simultaneously (Andersen, 2009).

2.3 Data collection
The thesis examines two platforms and case material was collected on both platforms. We have read
several online sources such as news articles and other relevant information on Swipp and MobilePay before

and during the creation of the theoretical body, writing the case description, and writing the analysis.

We did not ask MobilePay for an interview due to the purpose of the thesis, which is to find strategic

approaches to challenging MobilePay’s position in the Danish market for mobile payments.

We are aware that it is a limitation only to rely on secondary data sources about Swipp and MobilePay. We
have therefore read as much material as we could access on Swipp. Further, we have carefully studied
numerous articles on MobilePay and attended public presentations from MobilePay to build a fundamental

knowledge about the company and the field of mobile payments in Denmark.

2.3.1 Gaining access

When collecting primary data, gaining access can be complicated, and further access has to be considered a
perpetual process (Saunders et al., 2009). However, the research we conducted can add value to the
organization, but as researchers, we had to show creditability and be professional to convince the

organization that we had to get access to the organization (Saunders et al., 2009).

Initially, it was planned to access Swipp through a contact of our former supervisor. We sent an email to
the contact in Swipp, but the contact failed to respond to our request. Afterward, we applied personal
contacts to reach out to the CEO of Swipp, who stated that he “would look positively on the request” as a
response to our request, which included information on the project and the specific questions we intended
to ask. More than a month later, we were informed by our contact, that the CEO of Swipp had indicated to

him, that everything was good and that the CEO had managed to find a solution for us. Though we did not



hear anything from Swipp, before or after this, and as the time frame for writing this thesis was close to an
end, we were, unfortunately, unable to do any further to get in contact with Swipp. We concluded that
their initial interest in participating must have changed. The implications of this will be discussed in section

10.

2.4. Data analysis

Despite, the lack of access to the company, we have managed to access a large body of material through
secondary data sources, primarily news articles. As both Swipp and MobilePay is consumer-oriented
platforms with many users, the platforms are relatively highly profiled in medias. Therefore, we have
managed to access numerous articles on preannouncements, results, and new features, etc. and especially

MobilePay has revealed much material on themselves.

Therefore, we have applied much secondary material in the case description and analysis to consolidate
our arguments with the material as it is applied to our theoretical framework. We are of course aware that
the analysis would have been strengthened either from an initial interview with Swipp or even an interview
enabling us to present the analysis and our ideas for Swipp. Though, as this has not been possible, we
assume in the thesis, that Swipp, due to their owner structure, has access to necessary human capital,
technical ability to conduct the suggested initiatives, and abundant financial resources to make the

required investments to conduct the strategy we suggest in the thesis.

2.4.1 Data reliability and validity

As we apply a large body of secondary data, we are highly aware of the reliability and validity of the data.
According to Saunders et al. (2009), the source of the secondary data is important to review, as a data
source needs to have the authority and/or reputation. In lack of primary data, we have applied numerous
articles, primarily from large Danish newspapers. The thesis applies to a large degree the newspapers to
establish a chronological overview of the development of the two platforms and collect factual information.
Further, we have also used the platform's own websites to collect information. Finally, when considering
strategic plans and new strategic initiatives from the platform's, we have primarily taken quotes in

newspapers and company press releases into consideration.

To ensure reliability and validity we have therefore considered the collected information critically and
discussed the findings. We also take the reservation, that some data can be confirmed and that we in other

cases rely solely on statements and press releases from the companies.

In the case of announcing new features to a platform, it is relatively simple to confirm whether the features

are launched or not. On the other hand, e.g. number of users or number of transactions on each platform is

10



internal company data that only the platforms decide whether to publish or not. In this context, we can
decide to trust the data or not, and in the specific case of MobilePay, experts, e.g. with knowledge on
payment card transactions, has not questioned the reliability and validity of the numbers from MobilePay.
MobilePay has had a large public attention due to their rapid growth, which further strengthens the validity
and reliability, as much experts and industry insiders has followed the development and media attention.
Contrary, the second-mover, Swipp, has only revealed scarce information on number of users, and they do
not want to reveal more data yet. Therefore, we have just been able to conclude that Swipp most likely is
far behind MobilePay in number of users and transactions. This exemplifies how we critically have reviewed

data to ensure reliability and validity.
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3. The history of money

Throughout the history of humanity, we have been dependent on transactions between one another. The
exchange of physical resources generates efficient resource allocation, which ultimately facilitates trade.
Transactions are a foundation for developing wealth. This thesis examines mobile payment platforms.
Mobile payments are a new payment method that increases efficiency and minimizes transaction costs,

which ultimately can increase trade as payments become easier.

This section will go through the general lines of transactions throughout history and how innovation within

payment systems has decreased transaction costs.

3.1 Barter and markets

Around 8000 B.C. nomadic hunters assimilated into agricultural communities, and surplus in production
was traded through barter (Westland and Clark, 1999). This created two challenges, which Jevons (1876)
denoted the unlikelihood of the double coincidence: You need to find a person who both needs what you
sell and simultaneously has what you need to purchase, and the value of both commodities needs to be
approximately the same. In times of scarce resources, the chances that both properties are fulfilled and
that both men are aware of it are not high. Therefore, "a common denominator or common measure of
value” (Jevons, 1876; p. 5) was necessary to increase efficiency in transactions and simultaneously decrease

search costs (Westland and Clark, 1999).

3.2 Payment systems as raw materials

In many ancient countries, payment methods of precious materials such as shells, jade, metals, and other
commodities were used to solve this problem and separate the acts of selling and purchasing (The
beginnings of coinage, 2016). Within these systems, a man could sell his surplus cow to someone regardless
of what commodities the other man had, and after selling the cow, the man was now free to buy exactly

the right amount of grain that he needed, from whoever had the most desirable grain, when he needed it.

To make an efficient payment system, it was important to ensure the utility and value of the articles, such
as shells, bits of leather, or scraps of paper, which in their substances was close to worthless (Jevons, 1876).
Even a powerful government was challenged to be successful in getting acceptance of the introduced
articles as value denominators. However, it was easier to get recognition of the value of items that had
been used as ornaments. This made people rely on the value of the article, and the article could, therefore,

be used as value storage (Jevons, 1876).

The weight and bulk of the items were also necessary, to ensure portability, so it was possible to transport

without any extraordinary cost compared to its value. Further, a requirement of the durability of the

12



articles was necessary. If the items were indestructible, it was easier to carry on from person to person,

whereas items such as eggs, dried codfish, etc. could be eaten (Jevons, 1876).

Another problem was to ensure the same weight of the articles, which required similar quality. It was
seldom that two stones had the exact same weight, and it was, therefore, a challenge to keep homogeneity

in the articles (Jevons, 1876).

Divisibility was also required since the traded goods did not have one exact value. Therefore, the items had
to keep the exact aggregated value even though it was divided into smaller pieces. This was a problem e.g.
for skins because a skin cut up into four would not accumulate the same value as before. Divisibility was

best ensured with metals, which could be divided and afterward melted. This laid the foundation for using

metals as the preferred article for payments and later on coins was introduced (Jevons, 1876).

Stability in value was an advantage in keeping an efficient payment system, since fluctuations in value
would put either creditors or debtors worse off, depending on the changes. Further, it was required that
the money could be easily recognized so that every person did not have to scrutinize, weigh and test it, and

distinct marks, which nobody could mistake, was a tool to ensure cognizability (Jevons, 1876).

3.3 Coins

Initially, the value of a coin was determined by its size, weight, and purity of the metal, and the round
shape made it practical to transport (Portability). The innovation was diffused, and metals became a
common currency in many parts of the world (Jevons, 1876). However, this method was replaced when
empire leaders started to place a nominal value of the coins. Punch marks were used to denote the value of

the coins (Cognizability).

The challenge in creating coins was to establish a commonly trusted unit of value that each coin
represented, but if this value of a coin became widely accepted, different coins could be introduced with

smaller or higher values within the same currency (Divisibility) (Jevons, 1876).

3.4 Paper money

Coins of gold and silver were also both laborious and unsafe to transport, so, paper money was made
(Portability), and the gold, that the paper money represented, was stored safely by the ruler (Stability of
value) (History of Money, 2016). This radically changed the way people engage in transactions of resources.
Whereas metal coins represented an actual value of the metal utilized to make the coin, paper money
represented a symbolic value, thus making it more practical from a weight-to-value point of view (Utility
and value). The first paper notes originate from China in the 11 century, and Marco Polo initially

introduced paper money to the Europeans around 14" century, but not until the middle of the 17*" century
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did the concept catch on (Burn-Callander, 2014; Money, 2016). The first bank notes were printed in Sweden
in 1661 AD by Stockholm’s Banco replacing the copper plates that had previously been used as means of
payment. The concept was a success, but eventually, the value of these notes decreased. Now people
returned to honor the notes and this high demand caused the bank to run out of coins to redeem the notes
and ceased to operate them in 1664 (Stockholms Banco, 2016). Inspired by the success, London goldsmiths
began issuing paper notes termed "banknotes", a practice that continued for several decades. Following
the trend, the Bank of England in 1694 became the first bank to issue banknotes against the promise
permanently to pay the bearer the value of the note on demand (A brief history of banknotes, 2016). As a
drawback, paper money seems to be more fragile than coins (indestructibility), but portability in paying

larger amounts appeared to be a greater advantage than the risk of destruction.

3.5 E-money and credit card

In the 19" century, the concept of money was radically innovated once again. In 1860 AD the industry giant
Western Union spearheaded e-money with electronic fund transfer via telegram, a service they
commercialized in 1871 (Burn-Callander, 2014). This concept of “intangible money” was further developed
and in 1946 John Biggins introduced the credit card to his Brooklyn neighborhood (Woolsey and Gerson,
2009). The following decades banks all over the United States began accepting cards as payment, and the
concept of a balance subject to these financial charges was introduced (Woolsey and Gerson, 2009). This
spread to countries around the globe and both national, as well as international credit card solutions, were
initiated. Advances in information technology primarily drove the emergence of the plastic card with a
magnetic stripe, and as new technologies such as microchips and the Internet has emerged, innovation of

transactions solutions has continued (Woolsey and Gerson, 2009).

The introduction of payment cards introduced a borrowing facility through credit cards. It enhanced
security since the cardholder should not possess larger amounts on him and this increased the possibilities

“for spending, withdrawal, and refunding” (Pour et al. 2012: 2). This increased flexibility in payments.

3.6 E-business

In 1979 the British innovator Michael Aldrich invented the first online shopping solution. At this point the
World Wide Web did not exist; therefore, the solution operated through a TV with a telephone line. The so-
called Teleputer allowed the user to make purchases at stores such as Tesco. The technology developed
further and in 1994 the first secure online retail transaction happened on the web (British inventor of
online shopping on his inspiration, 2013). Not long after in 1995 amazon.com and ebay.com were launched
as some of the first retailers using nothing but the web as their sales channel (Gilbert, 2004). Since then

online shopping has increased significantly. Online retail expenditure in the UK alone amounted to 35
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billion GBP in 2013, which was 20 times the investment in 2000 (Online retail expenditure in the United

Kingdom (UK) from 2000 to 2013 (in billion GBP), 2016).

One major challenge within online retailing is the issue of trust (Westland & Clark, 1999). Viruses, phishing,
and breaches of data storage can leave consumers vulnerable to fraud. Further, fictive stores can trick
people into paying for goods they will never receive. The company Paypal founded in 1998 address this
challenge. They have made themselves the mediating platform between buyer and seller and provided

insurance to both parties (Om os, 2016).

3.7 Bitcoins

To strengthen the evolving e-business, a number of different E-cash systems have evolved over the last
years. Many different systems are taking form, and the purpose is to ensure anonymity, pseudonymity,
intractability, transferability, double spending prevention, unforgeability, no framing, fairness,

recoverability and audit ability (Pour et al., 2012).

One of the new solutions is bitcoins, an open source, peer-to-peer online digital currency. What makes
bitcoins unique is that it is the world’s first completely decentralized digital payment system. It appraises
itself as being a much more secure solution that minimizes the risk of fraud that has plagued the credit card
(Uncover the truth about Bitcoin. Learn about its utility and elegance. Get in the know, 2016). Services and
products such as bitcoins, mobile banking, contactless payments, etc. are under continual development
(Burn-Callander, 2014), and thus, the way that people do transactions perpetually change. This is
exemplified by development in payment cards where the magnetic stripe was well established in 2009
(Woolsey and Gerson, 2009), but since then two different standard credit card chips have been introduced

(EMV, 2016) and now NFC chips are being implanted in smartphones (Apple Pay, 2016).

3.8 Mobile Payment

Bitcoins are, however, not the only new payment solution. The rise of information technology drives a rapid
innovation of the concept of intangible money. Several large corporations are working within the field of
mobile payment. Google introduced Google Wallet in May 2011 (Warren, 2011) but replaced it with
Android Pay in May 2015 (Popper, 2015). Apple announced Apple Pay in September 2014 (Hof, 2015). In
November 2014 Snapchat introduced Snapcash (Introducing Snapcash, 2014), and in March 2015 Facebook
launched Facebook Pay (Send Money to Friends in Messenger, 2015). However, none of these players have
had significant breakthroughs in with their payment platforms yet. None of the corporations can declare
itself winners in online payments, but the future years might bring rapid innovation within the mobile

payment industry.
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3.9 Summary

Throughout the history of humanity, payment methods have developed from exchange of resources
through barter to e-business, bitcoins, and mobile payments. The innovations in payments have been
fostered by identifying drawbacks from existing payment methods and introduced new payment methods
that in a higher degree addressed these issues. Thereby transaction costs from trade have decreased. The

payment methods and their conditions are listed in appendix A.
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4. The nature of digital goods

Mobile payment solutions are not physical objects, but applications for smartphones. Thus, companies are
as such suppliers of digital goods, which also go under the term information goods! (Shapiro and Varian,
1999a). Central to digital goods are the concepts of the network economy, zero marginal costs, bundling,
economies of scale and scope, and big data, which are essential elements in understanding digital

platforms, as they influence first- and second-mover dynamics.

4.1 The network economy

In the network economy also denoted as the information economy (Kelly, 1997); abundance replaces
scarcity (Kelly, 1998). This is to a great extent the case in information markets: Google's search machine
does not put anyone worse off if one person searches for information. It is a radical change compared to
traditional commodities as oil, food, metals, etc. which are scarce resources, which can only be consumed
once. If one person eats a meal, another person cannot eat that same meal. This is, however, not the case
in the network economy of digital goods — resources are not scarce due to easy replication. The effect is
that high valuations, due to scarcity, are replaced by high values of networks due to a large number of
connections (Kelly, 1997; Kelly, 1998). Companies operating within the network economy thus have to;
create as many touching points as possible within a network, maximize opportunities for other companies,
consider their product, not as commodities, avoid proprietary systems, and finally, rely not on scarcity as a

strategy (Kelly, 1998).

4.2 Marginal costs

Marginal costs are the cost of producing one more unit of a product (Salvatore, 2007). The first produced
unit requires investments in manufacturing equipment and other assets, e.g. factory buildings and initial
costs are thus high, making marginal costs of the first manufactured product substantial (ibid.).
Reproduction costs — the marginal cost of the second produced unit - only requires variable costs, and is
therefore significantly lower, and the mass production costs decline for every additional unit produced
(ibid.). However, costs are associated with every built physical product. E.g. in the shipbuilding industry,

marginal costs are high due to costs of commodities and labor.

Regarding digital goods, costs structures are different. The costs of developing a digital good are often high.
However, the reproduction costs are zero or very close to zero, due to no substantial costs of replication of
software and other digital goods when distributed online. E.g. in the case of an online newspaper, there are

no costs from an additional reader of the material. The marginal costs are zero (Anderson, 2009).

1 To keep a consistent terminology, we will use the term digital good.
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Since smartphones disrupted the cell phone market, there has been a significant development in the
business for mobile applications, where the evolvement of the network economy is dominating (Kelly,
1997). This results in declining prices to the marginal cost and the marginal costs of the digital goods are so
close to zero that companies usually round off to zero (Anderson, 2009). This change is necessary to
consider as an owner of a digital platform since the owners have to establish alternative revenue streams
to finance the fixed costs of development, operation, and cost of invested capital. Consequently, platform
owners have to consider innovating one’s business model because traditional pricing seems to be harder in

the network economy (Kelly, 1998; Staykova and Damsgaard, 2015a).

4.3 Bundling

A traditional approach to increasing the value of a good is to bundle functionalities, and thereby offer a
good that supplies more than one particular demand for a customer (Schilling, 2013). In the case of physical
products, Sony bundled a Blue-Ray DVD player to their PlayStation 3 console, making the console fulfill two

demands: the opportunity to play console games and to watch DVDs (Schilling, 2013).

Bundling is often applied to digital goods. Google launched as a search engine, but today they also provide
a webmail, translation, maps, stock prices, trend search, calendar function, and several other products,

often tied to a single user account.

When bundling two or more products, users can gain value from the easy access and interaction between
the different product's functionalities due to product complementary (Eisenman et al., 2007). However,
bundling can also be used to offer cheaper products by selling a package of goods by providing price
discrimination benefits (Eisenman et al., 2007). Through Telmore Play, a Danish telecom company, Telmore,
offers access to several different platforms such as HBO, Tv2, Politiken, Eurowoman, Mofibo, Telmore
Musik, etc. available in certain plans (De fedeste streamingtjenester i én pakke, 2016). The company has
successfully bundled several platforms to their product, making a competitive bundle of goods compared to

buying the services separately.

It is a popular approach for an existing platform to enter a new market by bundling features, which another

platform offers, to the existing platform (Eisenmann et al., 2007).

4.4 Economies of scale and scope

When developing a digital good, the possibility of achieving economies of scale is high due to zero marginal
costs by adding additional users (Hedman and Henningsson, 2015; Chesbrough, 2011). Furthermore,
companies developing a digital good might also be able to gain economies of scope. Economies of scope

can be achieved when developing additional services bundled to the existing, digital product (Chesbrough,
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2011). When bundling goods or services, a platform owner has an advantage in developing and promoting
the product or service, compared to a new company offering the same product or service, since the
proprietor has an established platform from which the new goods or services can be bundled into. If the
owner manages to transform this advantage into a price discount for the users or a better bundle of
products compared to competitor's offerings, the platform owner can advance from this (Chesbrough,

2011).

4.5 Big Data

IBM have identified big data as one of four major trends within technology in the 2010s (Chen, Chiang and
Storey, 2012) and in digital goods, tracking of user behavior is relatively easy to do. Data sets that are so
complex and large that they require extensive storage-, management-, analysis- and visualization

technologies are denoted big data (Chen et al., 2012).

Big Data can be applied in numerous ways. Transaction data, e.g. from supermarket purchases, can be
implemented to create analytical models that can estimate customer purchase behavior (Varian, 2010), real
time data can be applied to optimize marketing campaigns (Varian, 2010), and today’s technology allows
personalization and customization of advertisement (Varian, 2013). Google have effectively bundled
numerous features and applications through Android OS, and Varian (2013) describes how a smartphone
automatically can integrate a calendar with GPS and real-time traffic information to suggest people what

time they should leave for appointments by applying big data.

The opportunities in getting insights from digital goods through big data are numerous and companies

offering digital goods can, therefore, use big data to leverage their business.

4.6 The interrelation between platforms and digital goods

The concepts related to digital goods provide different opportunities for a first-mover to enhance its
market position and abilities for a second-mover to challenge a first-mover's dominant position. We will
discuss the implications of economies of scale, economies of scope, and big data in this section. The
implications of the network economy will be elaborated in section 5.2 on network effects. Marginal cost

and bundling's relation to first and second-mover dynamics will be discussed in section 5.3 on pricing.

The nature of economies of scale is to profit from the low costs of adding additional users to a digital
platform (Chesbrough, 2011). An established first-mover in digital platform markets can, therefore, achieve
economies of scale and take advantages of being the first-mover. Contrary, second-movers are in many
cases forced to hold substantial costs on initial investments to challenge the first-mover before economies

of scale can be achieved. However, if a second-mover can develop a digital platform applying a better
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technology, it might be possible to offer a better product that can attract new user groups and achieve

economies of scale.

Economies of scope are also in favor of a first-mover in a digital platform market (Chesbrough, 2011). It is
easier to add additional functionalities if a large existing user group start using the features offered.
However, contrary to economies of scale, establishing economies of scope is not to the same degree in
favor of the first-mover since the introduction of new features can create opportunities for a second-mover
to challenge a first-mover (Staykova and Damsgaard, 2015b). We will elaborate this further in section 6.4

on expansion strategies.

Finally, the opportunity to profit from big data increases with the amount of data collected. The larger data
sets, the better opportunity to create patterns and knowledge (Chen et al., 2012). If a first-mover from the
time of launch has stored valuable data, they might be able to profit from that. However, as big data is still
relatively new in most businesses, a second-mover might be able to collect relevant and valuable data that
a first-mover has not had the opportunity to collect. Big data might not be as useful in itself as it can

replace other revenue streams on digital platforms, but together with other improvements, compared to a
first-mover's platform, the usage of big data might enable the possibility for a second-mover to challenge a

first-mover's position.

4.7 Summary on digital goods

We have identified a number of characteristics of digital goods, illustrated in the figure below.

Digital goods

|
Economies of

Zero marginal Network
costs economy

Bundling

scale and scope AR

Figure 1: Characteristics for digital goods.

The section identifies how these characteristics interrelate with platforms and describe how the
characteristics affect first-mover and second-mover dynamics on platform markets. The section finds that
digital goods to a higher degree is scalable compared to traditional markets, which enables exponential

growth in platform markets.
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5. Theory section — platforms

In this section, we will introduce the concept of platforms as it has been defined and discussed in academia.
Further, we will introduce concepts central to platform theory, hereunder network effects, pricing, user
costs (homing- and switching costs), and lock-in effects, to enable an understanding of the underlying
forces that drive platforms and their business models in the market for mobile payment. In addition to
introducing platform theory, the section also establishes the theoretical foundation for the case

description, which is provided in section 8.

5.1 The concept of platforms
To understand how Swipp might be able to challenge MobilePay's dominant position in the market for
mobile payments, we have to specify the characteristics of a platform. In this section, we introduce the

concept of platforms and distinguish between one-sided, two-sided, and multi-sided platforms (MSP).

5.1.1 Platform theory in academia

The concept of platforms is not new (Staykova and Damsgaard, 2015a; Hagiu, 2006). When agricultural
communities were established 8000 years B.C, trade was facilitated on markets with sellers and buyers of
certain resources. This minimized search costs (Shapiro and Varian, 1999b) and can be considered the first
platforms in the history (Westland and Clark, 1999). The academia of platforms has developed significantly
during the last 15 years (Staykova and Damsgaard 2015a). The digital platforms are especially interesting
since they to a great extent are scalable (Hedman and Henningsson, 2015) and enable exponential growth
(Rifkin, 2014). New types of business models (Osterwalder and Pigneur, 2010) and advancements in
information technology have made platforms more complex and spurred the interest from an academic

perspective to define and analyze this new field of platforms.

The increased complexity of platforms has made academia distinguish between one-sided, two-sided and
MSPs. Eisenman et al. (2011) elaborate on a definition of a one-sided platform. Two-sided platforms have
been studied to a great extent, whereas the MSPs have not been reviewed as carefully (Staykova and

Damsgaard, 2015a). We will elaborate the concepts of the different platforms below.

5.1.2 The purpose of a platform

The unique value proposition of a platform is to provide access to other users. Platforms are by their nature
designed to solve transaction problems, coordination problems, and minimize search cost between two or
more user sides and consist of features and functionalities that facilitate this (Staykova and Damsgaard,
2015a). This could e.g. be a physical market facilitating trade thousands of years back (Westland and Clark,

1999) or a digital platform, connecting different user groups with a certain purpose.

21



Search cost can be divided into two distinct categories; cases where two or more sides are searching for
each other and cases where merely one side is searching for the other (Hagiu, 2006). For example, the
central feature of a shopping mall is that it bundles individual merchants to a location, which enables
customers to do all their shopping in one place. This reduces the search cost for customers due to reduced

transportation time between the merchants and reduces merchant’s costs to attracting users.

In effect, a platform’s success depends on the platform’s ability to reduce search and transaction costs. The
value of the platform increases when the platform owner manages to ensure that there are enough users
on each side to make involvement worthwhile for all users. The coordination problem has thereby been
solved (Evans and Schmalensee, 2013). An example of reducing transaction costs is a payment platform

that eliminates the necessity to go through the troublesome process of barter (Hagiu, 2006).

In relation to platforms, some authors discuss the concept of special features, which are features or
functionalities that are only attractive/relevant to a smaller part of the market making room to create a

niche platform (Eisenmann et al., 2006).

5.1.3 Architecture

Platforms are comprised of a core and often also by a periphery (Gawer and Cusumano, 2002) of features
and functionalities. The core contains closely connected main features and functionalities with low diversity
from the preliminary number of sides of the platform and has a value on its own. The periphery comprises
of sides of the platform, which are added on later as it evolves and merely works as a platform enhancer
that cannot stand alone (Staykova and Damsgaard, 2015a). The features and functionalities of the
periphery are loosely connected with high diversity (Baldwin and Woodard, 2008). Thus, at the time of the

launch a platform merely consists of its core (Staykova and Damsgaard, 2015a).

An airport illustrates this very well. The core of the platform consists of airplane companies and passengers.
Aircraft companies are attracted by all the passengers and vice versa, and if one of these sides are removed
the entire airport as a platform will vanish. A natural peripheral side to add to this platform is merchants.

This generates revenue to the platform but is not crucial for the core to exist (ibid.).
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Airport

——————————

Figure 2: Adapted from Staykova and Damsgaard (2015a). The architecture of an airport with merchants. Side |
represents the airlines (A) and side Il represents passengers (P). Together A and P constitute the core of the platform.
Side Ill represents a periphery of merchants of the platform. Airlines, passengers, and merchants are interconnected,
which we will elaborate further in section 5.2.

5.1.4 One-sided and two-sided platforms

A one-sided platform is a platform that serves and connects a single user group. An example of a one-sided
platform is a telephone network where all members of the network are both originator and recipient of
phone calls and Eisenmann et al. (2011) therefore label it a one-sided platform. Consequently, a two-sided
platform is a platform that serves and connects two different user groups. Eisenmann et al. (2011; p. 1273)
state “platforms are two-sided when they serve two distinct and mutually attracting sides of users, as with
video game players and developers”. Another example of such a two-sided platform is credit card
companies, which connect payees with merchants. The payees cannot easily change side and become a
merchant and vice versa, and the user groups are as such distinct and mutually attracting (Staykova and

Damsgaard 2015a) (Figure 3).

Payment card platform

Figure 3: Payment card platform with two sides. Payers (P) represent the first side (I), and Merchants (M) represent the
second side (Il). The two sides cannot function without each other - both sides therefore together constitute the core of
the platform.
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However, we do not agree that the two sides on a platform necessarily have to be mutually attracted as
Eisenmann et al. (2011) state. On Facebook’s platform, the users are attracted to each other but are not
attracted by advertisers. In such cases, pricing can be used to compensate users, e.g. by providing a product
for free to the user group with less attraction to the other user group (Evans, 2009). This will be elaborated

further in section 5.3 on pricing.

We, therefore, define a one-sided platform as a platform with only one distinct user side that attracts
similar users, or a platform consisting of two user sides attracting each other, which are easily able to

change roles.

We define a two-sided platform as a platform that connects two distinct sides that often attract each other

but cannot easily change roles.

5.1.5 Multi-sided platforms
The literature lacks a clear definition for multi-sided platforms (MSPs). Hagiu and Wright (2015) address
this by identifying two key characteristics that define an MSP: “They enable direct interactions between two

or more distinct sides” and “each side is affiliated with the platform” (Hagiu and Wright, 2015; p. 5).

Hagiu and Wright (2011; p. 7) have further defined MSP’s as “an organization that creates value primarily
by enabling direct interactions between two (or more) distinct types of affiliated customers”. We adopt this
definition in this thesis. An example of a multi-sided platform that fulfills this definition is Facebook.
Facebook has a side of private users, a side of advertisers, and a side of third-party developers. The
platform, therefore, has three sides, and there is a direct interaction between users and advertisers, and

between users and third-party developers.

5.2 Network Effects

The concept of network effects suggests that the utility gained for the individual member of a large
network is higher than for the members of a smaller network since members of the large network have
access to a larger network of people (Hagiu and Wright, 2011). This is also the case with the mobile
payment market, and therefore we introduce network effects in this section since they are central to

building a successful platform (Gawer and Cusumano, 2014).

Network effects are linked to ‘Metcalfe’s Law’ (Gilder, 1993). The law claims that there is “magic” in

interconnectivity:
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Vvn or v=n(n-1)
n = numbers of computers, phones, etc. into a network,

v = result is a network value

You can add “n” numbers of computers, phones, etc. into a network, and the result is a network value (v)
equal to Vn or v=n(n-1) for large n (Gilder, 1993). Over time, the “value” has become clearer since cheaper
and more powerful hardware makes it possible to connect more people, e.g. through platforms like
Amazon, eBay, Yahoo and Google (Metcalfe, 2007) and thereby establish the connections that are essential

to the network economy (Kelly, 1998).

Network effects are a critical feature to consider for both one-sided platforms, two-sided platforms
(Eisenmann et al., 2006) and MSPs (Kazan and Damsgaard, 2014) since network effects can create positive

feedback loops, making same-side and cross-side network effects (Gawer and Cusumano, 2014).

5.2.1 Same-side network effects

Same-side network effects, sometimes called direct network effects, are powerful and strengthen the
connectivity between users within the same user side (Gawer and Cusumano, 2014; Staykova and
Damsgaard, 2015a). Positive same-side network effects increase the value of a network for each single user
on one side of the platform. This means that the more users within a user group, the more the platform will
attract additional users within the user group. Same-side network effects can be positive or negative and

can vary in strength (Staykova and Damsgaard, 2015a).

Facebook, having more than 1.55 billion monthly active users (Number of monthly active Facebook users
worldwide as of 3rd quarter 2015 (in millions), 2016), is a good example of positive and strong same-side
network effects. The nature of the platform is to create social interaction, and the primary purpose is thus
to connect people in a network. The more people from an individual’s network who uses Facebook, the
more people the user can interact with and the more valuable the platform becomes to the user

(Eisenmann et al., 2006).

Network effects, however, are not always strong. In the case of cell phone plans, some providers offer free
calls to other customers of the same provider. However, with today's cell phone plans offering many hours
of calling for a fixed price, the offer of free calling among subscribers from the same company is close to
worthless, and therefore network effects are, though positive, weak. In the case of gas stations, network
effects among car owners are slightly negative. One car owner has no direct gains from another car owner

owning a car and in rush hour, the same-side network effects might even be negative since car congestions
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will arise, which delays the individual car owner. However, as a car owner, it is necessary that other people
drive cars and uses gasoline to keep a market for gas stations, establishing cross-side network effects

(Gawer and Cusumano, 2014).

5.2.2 Cross-side network effects

There are several different terms for cross-side network effects. Hagiu and Wright (2011) call this cross-
group network effects and Boudreau (2012) names it cross-platform network effects while Gawer and
Cusumano (2014) use the term indirect network effects. In this thesis, we will use the notion cross-side
network effects when one user side gains value from another and as a result is attracted by the other side.
Cross-side network effects can be even stronger than same-side network effects (Gawer and Cusumano,
2014) since one side can attract an entire other side merely by the presence of the first side (Staykova and
Damsgaard, 2015a). There is a foundation for cross-side network effects to be established when two user
sides interact with each other on a platform (Eisenmann et al., 2006) and Hagiu (2006) claim, that cross-

side network effects are essential to establish a real, multi-sided platform.

As with same-side network effects, cross-side network effects can also be strong or weak, and positive or
negative (Staykova and Damsgaard, 2015a). As mentioned, Facebook users and advertisers constitute two
different sides on Facebook’s platform. The growth of the advertiser side is highly dependent on cross-side
network effects towards the user side and therefore the advertiser side has strong cross-side network
effects from the user side. However, the users have only small or no gains from advertisement. As such,
there are at best weak cross-side network effects towards the advertiser side. The presence of too many
advertisers might even lead to negative cross-side network effects for the users (Staykova and Damsgaard,

2015a).

Boudreau (2012) researches cross-side network effects in the market for external software producers
developing applications for a platform. Since the early 1980’s most companies sought to increase the value
of its platform by following a strategy of attracting as many third-party developers as possible, but this
needs to be reconsidered (Boudreau, 2012). Developers today increase the supply of applications in such a
degree that it is more a lottery than a result of the quality of the product developed by each single
developer, that determines whether an application will be successful or not. Therefore, negative cross-side
effects, where one supplier has a negative impact on another supplier’s presence, seems to dominate the

supplier side for third party applications, due to the large supply of applications (Boudreau, 2012).

5.2.3 Mutual cross-side network effects
Gawer and Cusumano (2014) argue that two-sided and multi-sided platforms can create mutual cross-side

network effects where one side on a platform increase its value due to the presences of the other side and
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vice versa. Mutual cross-side network effects are present when both sides gain value from the other side

respectively (Eisenmann et al., 2006).

A hetero dating website has mutual cross-side network effects. The website cannot function without both
men and women, but the advantage of the platform is that both sides are attracted to each other.
Contrary, the platform has no same-side network effects since one woman has no gain from the presence

of other women.

The Facebook example illustrates the presence of different network effects on one platform (figure 4). The

various dynamics on the platform are explained in the illustration beneath.

Facebook

Periphery Care Periphery

Figure 4: Facebooks platform architecture.

Facebook's core is its users (I) and has two peripheries: advertisers (ll) and third party Developers (lll). The
core has strong same-side network effects because the users are highly interconnected (1). Advertisers
have strong cross-side network effects from the users (2), whereas users have limited gain from advertiser's
presences and those cross-side network effects (3) are therefore weak and might be slightly negative. Third
party developers earn money from user purchases, having strong cross-side network effects from users (4),
and users have weaker cross-side network effects from third party developers (5). However, they are
positive for some of the users. Advertisers have negative same-side network effects (6) since the
advertisers try to increase attention on their particular advertisements. This is the same situation for
developers, who also face negative same-side network effects (7) because they compete on attracting the

user's attention.

5.2.4 Critical mass
The fact that resources in the network economy are not scarce is a significant advantage for companies.

However, traditional economists argue that the price in a perfect market will fall to the marginal cost
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(Anderson, 2009). When costs decline to zero, prices also drop to zero in many cases. Thus, it is important
to establish a critical mass of users, which Economides and Himmelberg (1995) define as the minimum
network size that can create equilibrium in the platform market. A network that has reached a critical mass
makes it possible to mobilize revenue streams from the platform (Anderson, 2009). However, two-sided
platforms and MSPs supplying digital goods often face a chicken-and-egg problem when trying to attract
users and need to establish cross-side network effects among two groups, e.g. a hetero dating-platform
(Hagiu, 2014). The chicken-and-egg problem is when one side has no incentives to join without the other
side, but the other side cannot be attracted without the first side (Hagiu, 2014). Particularly in these cases,
it is vital for the development of a digital platform to reach a critical mass of users as fast as possible

(Staykova and Damsgaard, 2014).

Most platforms face this problem at launch, and a significant effort to balance the development on two
sides is necessary to develop the platform. Here, pricing dynamics can be a vital tool to attract the right

amount of users to each side (Evans, 2009). This will be elaborated in section 5.3.

5.2.5 Implications on first- and second-mover dynamics

The stronger network effects a first-mover can create on a digital platform, the larger the chance that the
first-mover can obtain a dominant position in the market. Due to increased value from an increased usage,
even more users might be attracted. Further, if a two-sided or multi-sided platform has established positive
cross-side network effects on the platform the first-mover’s position is enhanced due to the chicken-and-
egg problem a second-mover might face. Positive same-side and cross-side network effects are therefore a
strong advantage for the first-mover in platform markets, making it difficult to challenge the platform
leader’s dominant position. If a second-mover wants to challenge the first-mover they have to provide new

or other value propositions that can compensate for weaker network effects.

5.2.6 Summary of network effects

There are three different kinds of network effects; same-side, cross-side and mutual-cross-side, and have
reached an understanding of network effects of either being positive or negative. Further, they network
effects can be strong or weak. The section finds that network effects are essential for platforms and the
development of platforms, because both same-side and cross-side network effects can, if positive, enhance
a platform’s growth exponentially. However, both same-side and cross-side network effects can also be
negative and not create positive feedback loops from an increased number of users. Finally, we have
identified that a critical mass is essential to reap the benefit of network effects, especially in some cases

where strong positive same-side and/or cross-side network effects are present.
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5.3 Pricing
Pricing is a vital element to consider when balancing incentives across user sides (Eisenmann et al., 2006).
This is also the case within the mobile payment market. Therefore, we introduce the dynamics on pricing in

this section.

In traditional businesses, the company must evaluate its value proposition and cost structure, and from this
assessment, select the pricing level and pricing structure that optimizes profits. Platforms are no exception,
but the dynamics of the network effects has to be taken into consideration (Rochet and Tirole, 2003).
Eisenmann et al. (2006) highlight how pricing can be used as a lever to help platform growth and attract the
preferred amount and types of users. The number and types of users on both sides of the platform have a
significant impact on the value proposition it offers. When network effects are positive and strong, the
value proposition grows with the number of users (Osterwalder and Pigneur, 2010), as just outlined. Thus,
for many platforms, the pricing structure should not be permanent, but rather dynamic and allowed to

develop along with the number of users (Eisenmann et al. 2006).

Two-sided platforms and MSPs potentially can have multiple revenue streams, making it a complicated task
to create the right pricing structure of a platform (Eisenmann et al., 2006; Hagiu, 2014). Nevertheless, many
platforms choose only to capture the revenue from one side, as they strategically distinguish between the
user side willing to pay and the user side that would likely leave the platform if it costs money, referred to

as the revenue side and the subsidy side respectively (Eisenmann et al., 2006).

The revenue side is the side that can realize monetary value from getting access to the users on the other
side of the platform. Thus, they are typically the ones providing a service or product through the platform
(Evans and Schmalensee, 2013). Conversely, the other side is usually more price sensitive and therefore
subsidized by the revenue side, since the revenue side is willing to pay for reaching a side containing a
critical mass. Therefore, the subsidy side typically demands quality rather than supplying it (Eisenmann et
al., 2006). The larger the number of users on the subsidy side, the more the revenue side is willing to pay
(Eisenmann et al., 2006). Hagiu (2014; p. 76) summarizes the above into the following principles when

creating the right pricing structure:

e “For each group, charge a higher price when the group in question has less price sensitivity.”

e  “Ifthere are no priced transactions between the sides, then charge more to the side that stands to
benefit more from the presence of the other side or sides.”

o “Ifthere is a priced transaction between two sides, then charge more to the side that can extract

more value from the other side.”

29



Shapiro and Varian (1999a) state that companies in a network industry can apply a survival pricing tactic by
lowering the price to increase sales, but empirical data shows that the tactic is insufficient to catch upon a
competing platform due to higher costs of deployment, training, and support. As pricing and network
effects are strongly interrelated on digital platforms (Eisenmann et al., 2006), a permanent price cut seems
not to be efficient to protect a position in a platform market to compensate for weaker network effects or

less functionality.

Another tactic to establish critical mass is to pay the users to sign up and use the platform. This was the
case when PayPal launched and offered a $15 signup reward (Staykova and Damsgaard, 2015a) and thereby
applied negative pricing (Anderson, 2009). Shapiro and Varian (1999a) suggest that before applying

negative pricing, a platform should ask three questions:

o  Will the user group offered negative pricing use the product and will network effects be enhanced?
e How valuable is the created user base, and how and when will the revenue stream start?

e Are you overly optimistic in the bidding war, where other bidders are more realistic?

In addition to the above perspectives on pricing, Eisenmann et al. (2011) depicted that the price of a bundle
of products should not surpass the sum of their separate prices accumulated in order to increase

sales/users. If done right, bundling can be a beneficial strategy to attract a critical mass of users.

Facebook is an excellent example of these considerations on pricing. For years, Facebook was a one-sided
platform merely serving as a social network platform generating no revenue from its price sensitive users.
Eventually, they added another side to the platform, namely advertisers. Today, Facebook has 2 million
active advertisers, generating around 90% of Facebook’s yearly revenue (Facebook annual rapport 2014,
2014). Some platforms have the advantage of being able to grow merely by the power of same-side
network effects, as is the case with Facebook. Yet, not all platforms have this benefit, as they face the
chicken-and-egg problem requiring two or more sides on the platform from the beginning to offer their

value proposition to the users.

5.3.1 Implications on first- and second-mover dynamics
To obtain a dominant position in a digital platform market, a first-mover has to ensure steady growth
(Staykova and Damsgaard, 2015b) and a pricing structure that attracts different user sides (Eisenmann et al.

2006). If a first-mover succeeds in this, it can obtain a dominant position (Shapiro and Varian, 1999a).

Digital platforms that have achieved a dominant position can be hard to challenge for a second-mover due
to strong network effects and the fact that many digital platforms offer their product or service free or at a

very low price due to low or zero marginal costs (Anderson, 2009).
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Second-movers can attract users by applying negative pricing temporary to establish a critical mass.
However according to Shapiro and Varian (1999a), empirical examples shows that long-term survival pricing
to compensate for a first-mover’s value propositions and network effects seem not to be a feasible
strategy, and pricing strategies have to be followed by product development. To challenge a first-mover, a
second-mover can instead create a new bundle of goods offered to the users of the platform (Schilling,
2013). However, a first-mover might be able to bundle the same or similar products to the platform, if
technically possible, and a bundling strategy might not be feasible for a second-mover if the first-mover can

easily imitate it (Staykova and Damsgaard, 2015b).

Finally, Anderson (2009) describes the possibility of de-monetizing a market by offering a good freely or at
a significantly lower price. First-movers with a dominant position should, therefore, be aware of the risk
from second-movers de-monetizing the first-mover's revenue stream. However, strong same-side and/or
cross-side network effects can protect the position of the first-mover. This threat therefore often requires a
significantly better technology and/or a radically new business model to succeed (Anderson, 2009) that is

hard to imitate for the first-mover (Staykova and Damsgaard, 2015b).

5.3.2 Summary on pricing

To summarize, a platform has to consider its value proposition in light of network effects when settling on a
pricing structure. Further, the platform should identify which user side(s) should be considered subsidy side
and revenue side. Finally, pricing structures should be dynamic and follow the development of the platform

size, as the value proposition typically increases when the number of users rises.

The degree of subsidy and collection of revenue, as a result, depends on the strength of the network

effects, which evolve over time. We summarize the dynamics below with an example of two user sides:

User side A User side B

Price sensitivity High Low

Subsidy/revenue side Subsidy side Revenue side

Price strategy Free or negative pricing Revenue based

Effect of price strategy | (Weak) Same-side network The platform collects revenue from user
effects are enhanced, and side B due to positive cross-side network
more users are attracted to | effects to user side A. Therefore, user
the subsidy site of the side A attracts user side B despite the
platform. related costs for user side B.

Table 1: Summary on pricing.
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5.4 User costs and Lock-in effects

Pricing can be applied to adjust user incentives on one-, two-, and multisided platforms, e.g. to attract new
users. However, it is also relevant to consider costs of using a platform and costs from switching from one
platform to another. Users of platforms are facing costs either directly, indirectly or both, when using the

platforms. In this section, we will outline user costs and their implication for platform firms.

5.4.1 Switching costs

Switching costs are costs a user face when switching his/her engagement from one platform to another
(Farell and Klemperer, 2007). Switching costs can be related to equipment that is incompatible with the
new products, learning costs, transactional costs, or contractual bindings (Farell and Klemperer, 2007).
Market leaders have an incentive to increase switching costs to keep the customers on the platform and try
to establish a dominant design (Shapiro and Varian, 1999a). Some apps, e.g. the Danish Vivino, collect
personal information on vines that a user has scanned and rated, making the app able to suggest other
vines that the user might like. If a user has collected much data that cannot be transferred to another app,

switching costs are high.

On markets with high switching costs, second-movers can only be successful if they manage to offer
platform improvements to consumers that increase user value to a degree that exceeds the switching costs
a user have to absorb (Eisenmann et al., 2011). To be successful in this, companies can offer increased
value, but also try to reduce switching costs for users (Eisenmann et al., 2007), e.g. by providing a migration
path for customers (Shapiro and Varian, 1999b). In the case of Vivino, a migration path can enable import

of data from Vivino to another app.

5.4.2 Homing costs and multi-homing costs
Homing costs represent the costs a user holds from adoption, operation and the opportunity costs
measured in spent time when entering and maintaining a connection to a platform (Armstrong, 2006;

Eisenmann et al., 2006; Eisenman et al., 2007).

In the case of game consoles, a game for Xbox cannot be used on PlayStation or Nintendo and vice versa.
Due to that the relatively high cost of both consoles and games, incentives to multi-home are small
(Eisenmann et al., 2006; Eisenman et al., 2007; Choi, 2010). The level of multi-homing costs varies
significantly from market to market, and this affects the users' incentives to multi-home. A market leader,
having the majority of the potential customers, has an incentive to increase switching costs to avoid users

leaving the platform.
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5.4.3 Lock-in effects

A platform owner can increase switching costs and thereby offset incentives for existing customers to
multi-home or leave the platform by creating lock-in effects, that can be a useful lever for the successful
growth of a platform (Shapiro and Varian 1999a). Staykova and Damsgaard (2015b) argue that payment
platforms can evolve from being a one-sided platform to a two-sided platform and eventually become an
MSP and that the number of features will vary to what stage the platform finds itself in. This development
is, among others, driven by the intention to lock-in the customers. In practice, lock-in effects can appear in
many different ways, but Shapiro and Varian (1999b) have identified seven different types of lock-in effects
and explained how they increase switching costs. We will introduce lock-in effects in order to enable an
understanding of how the functionalities can lock-in customers. Due to the specific conditions a platform
has, it differs to what degree it is possible to create lock-in effects, but through the examples below, we

describe the seven lock-in effects.

5.4.3.1 Contractual commitments

A product can be given away for free for a period with the purpose of committing people to it to such a
degree, that users want to be paying customers afterward (Shapiro and Varian, 1999b) e.g. by increasing
other lock-in effects during the free period. As an example, Netflix offers one month of free subscription to
all new users to establish a bond with the platform that increases incentives to subscribe after the free
month. Another company, Spotify, offers free music in exchange for attention to advertisements on Spotify.
To avoid commercials, Spotify offers the opportunity to buy Spotify Premium, which also offers extra

features, and this is a way to lock-in users through a contractual commitment.

5.4.3.2 Durable purchases

Durable purchases are especially common in hardware purchases but are also applied to software
purchases. A common model is the bait-and-hook business model (Osterwalder and Pigneur, 2010). Gillette
is famous for applying the strategy that subsidizes razors to lock-in people to buy razor blades at a high
price (Anderson, 2009). In the case of software, many programs can be purchased for either Microsoft
Windows or Apple’s OS, and for every program bought, that cannot be used on other operating systems,

lock-in effects increase.

5.4.3.3 Brand-specific training

Brand-specific training relates to the use of a certain product, e.g. a piece of software or a physical product
(Shapiro and Varian, 1999b). If a user applies a particular piece of software for a period, the user has to
learn to use new software in case of replacement, which increases switching costs, especially if the

software is complicated to use. In the case of hardware, Apple has introduced a new type of finger touch on
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the iPhone 6S, which many people might miss if they replace the phone with another brand that does not

offer this functionality. This is a way to create brand-specific training (Shapiro and Varian, 1999b).

5.4.3.4 Information and databases

Online platforms have the ability to store valuable information for the users since the information
potentially can lock-in the user (Shapiro and Varian, 1999b). As mentioned in section 5.4.2 on homing costs
and multi-homing costs, collected data can be stored by a platform, and if no competitors offer a migration
path, the users are locked-in to the platform. Users, therefore, have to accept significant switching costs if
leaving the platform, in the form of loss of gathered data (Shapiro and Varian, 1999b). This is the case with
running apps, where much information is collected. However, more migration paths are offered in this

market, and they minimize the switching costs and thereby the impact of the lock-in effect.

5.4.3.5 Specialized suppliers

When choosing a specialized supplier, consumers or a company usually locks itself to this supplier in the
future, e.g. to buy more equipment (Shapiro and Varian, 1999b). As a user or company, the problem is that
a supplier of a specialized product can force people to buy more, specialized, complementary products, and
prices might increase since there are no alternative suppliers. This is the case with the Danish parliament
right now, which is to consider where to invest a huge amount in new fighter aircrafts. The choice of
aircraft supplier is important since the government will lock-in the Danish air force to this flight company

and their services and software updates for many years (Hansen, 2015).

5.4.3.6 Search costs

If a company through an app manages to gather information that can minimize search cost for a user side,
the platform might be able to lock-in its users to the platform (Shapiro and Varian, 1999b). An important
feature for platforms is to pair sides that increase consumer surplus from using the application instead of
searching for specific information other places since the platform creates more value than alternative
search methods for all types of agents (Evans and Schmalensee 2013; Hagiu, 2006). For example, Google in
general or the Danish flight search engine, Momondo, in particular, have managed to decrease search costs
for information in general and flight prices in specific. Therefore, people tend to use these platforms when
searching information because they provide the best results, and the platforms increase their ability to
provide better search results every day from accumulated knowledge (Chesbrough, 2011) gained from big

data.

5.4.3.7 Loyalty programs

Loyalty programs are a popular lock-in effect to apply. Companies can offer discounts to users for being

loyal to a platform by providing additional services free or at a discount especially if this allows other
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revenue sources to be mobilized due to the loyal usage (Shapiro and Varian, 1999b). Traditional loyalty
programs are the “buy nine coffees, get the tenth free” and “get 30% discount on a year subscription

compared to monthly subscription”-offers. This is a well-known method to increase customer loyalty.

Contractual
commitments

Loyalty Durable
programs purchases

Brand-specfic
training

Specialized Information
suppliers and databases

Figure 5: Lock-in effects on platforms. Shapiro and Varian (1999b) describe seven different lock-in effects platforms can
apply to lock-in its users.

5.4.3.8 Implications on first- and second-mover dynamics

It is in the interest of a first-mover on a market for digital platforms to keep homing costs low but multi-
homing costs high to obtain a dominant position. By doing that, the users on the platform have small
incentives to leave the first-mover's platform since the total homing costs are low. However, to make sure
users would not exit the platform even though a second-mover challenges the platform, a first-mover can

obtain a dominant position by increasing switching cost through the creation of lock-in effects.

Contrary, a second-mover’s chance to challenge a first-mover’s dominant position depends on whether it is
possible to launch a platform that ensures low multi-homing costs for users that decide to multi-home or
not. Further, a second-mover’s ability to challenge a first-mover’s dominant position also depends on the
ability to create migration paths that will lower the switching costs for users that tend to leave the

dominant platform or start multi-homing (Shapiro and Varian, 1999a).
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A second-mover can decrease multi-homing costs by creating adapters and interconnections to a first-
mover’s dominant platform to tap into the existing user base (Shapiro and Varian, 1999a). Further, it can
try to lock-in user groups who are attracted by special features to develop the platform (Eisenmann et al.,

2006).

5.4.4 Summary
Homing costs is a notion for the costs a user holds from "homing" a platform, and if a user decides to use
more than one platform, the user will incur multi-homing costs. If multi-homing costs are low, a user tends

to multi-home, and if multi-homing costs are high, the degree of multi-homing will more likely decrease.

A platform can minimize the number of customers that leaves the platform (assuming it provides a fair
quality/price ratio), by creating lock-in effects, since this increase switching costs a consumer has to accept
when switching from one platform to another. Lock-in effects can, in its nature, vary widely, but we have
adopted seven categories of lock-in effects (Shapiro and Varian, 1999b), that platforms might be able to
implement in order to lock-in customers by increasing switching costs. The lock-in effects are summarized

in a table adopted from Shapiro and Varian (1999b; p. 117):

Type of lock-in Effects on switching costs

1. Contractual Compensatory or liquidated damages.

commitments

2. Durable Replacement of equipment; tends to decline as the durable ages.
purchases

3. Brand-specific Learning a new system, both direct costs and lost productivity; tends to
training rise over time.

4. Information and Converting data to new format; tends to rise over time as the collection

databases grows.

5. Specialized Funding of new supplier; may rise over time if capabilities are hard to
suppliers find/maintain.

6. Search costs Combined buyer and seller search costs; includes learning about quality of

alternatives.

7. Loyalty programs | Any lost benefits from incumbent supplier, plus possible need to rebuild

cumulative use.

Table 2: Adopted from Shapiro and Varian (1999b; p. 117).
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6. Theory section — platform markets

Having introduced platform theory in section 5, we will now introduce platform relevant theories to
establish a broader perspective on platform markets. Section 6.1 discusses winner-take-all dynamics,
section 6.2 mobilizes theory on resource-based view, section 6.3 introduces theory on competitor analysis

and interfirm rivalry, and finally, section 6.4 elaborate concepts on expansion within platform markets.

Section 6.1-6.3 creates the theoretical framework to answer the three sub-questions of our research
guestion, and section 6.4 outlines the framework to create a strategy for Swipp to challenge MobilePay's
dominant position in the Danish mobile payment market, built on the actual strategic opportunities and

obstacles in the market.

6.1 Winner-Take-All dynamics
When analyzing how to challenge a dominant player on the market for mobile payments, we need to
understand whether there are winner-take-all dynamics on the market or not, to understand the type of

challenge to initiate.

Mature network industries differentiate when it comes to the number of platforms serving a market. In
some markets, several different platforms coexist, as is the case in the movie-streaming industry where
Netflix, HBO, Apple TV, etc. all run their own platforms (Eisenmann et al., 2006). Yet, in other markets,
multiple companies end up sharing a single platform, which has been the case with the DVD industry
(Shapiro and Varian, 1999a). Finally, we see markets where a single platform controlled by a single

company dominates the entire market, which is the case with Facebook.

Such a monopoly situation provides an advantageous position for the dominant platform, enabling
increasing returns to scale and scope (Hagiu, 2014; Chesbrough, 2011). However, the dominant player has
to keep fighting against new entrants to keep its position. Google have not been able to break Facebook's
position with their launch of Google+ even though Google tried to bundle Google+ to their other services.
Contrary, on the market for music, Spotify has managed to build a payment model attracting users from the

decreasing music industry.

Eisenmann et al. (2006) identify three factors that increase the likelihood that a single platform will serve

the market alone (Eisenmann et al., 2006: p. 99):

1. “Multi-homing costs are high for at least one user side.”
2. “Network effects are positive and strong — at least for users on the side with high multi-
homing costs.”

3. “Neither side’s users have a strong preference for special features.”
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Figure 6: Winner-Take-All dynamics. Eisenman et al., (2006) identify three parameters that have to be fulfilled if a
market is to turn into a winner-take-all market.

Thus, when the demand is likely to be satisfied by mass content when platform size matters, and
when users are unlikely to engage with more than one platform, there is an opportunity for a winner-

take-all situation in that particular market.

It is important to note, that the most likely winner is not necessarily the first-mover nor the originator of
the dominant design (Gawer and Cusumano, 2014; Eisenmann et al., 2011; Eisenmann et al., 2006). Rather,
research has pointed towards deep pockets, competitive reputation, preexisting relationships with
prospective users, scalability, proper technical architecture, continual innovation, coalition building, etc. as

essential aspects in gaining platform leadership (Gawer and Cusumano, 2014; Eisenmann et al., 2006).

As many platform battles go on, it is important to note that the three factors characterizing a winner-take-
all market change over time as platforms develop. A platform that is strong on two out of three elements
can lose platform dominance over time. If a platform has very strong network effects and users do not
prefer special features, second-movers can still challenge the first-mover if multi-homing costs are low,
since a second-mover might be able to attract users that have more gain than costs from multi-homing.
However, this is only likely to occur if the platform can provide functionality that the first-mover does not

provide.

6.1.1 Summary
To summarize, winner-take-all situations are likely to occur in industries where three specific conditions are
fulfilled; if there are high multi-homing costs for minimum one user side if the network effects are positive

and strong — for the users on the side with high multi-homing costs and if there are no strong preferences
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for special features. If these conditions are fulfilled, one player is likely to win the market. Though,

obtaining a winning position still requires a demanding strategic effort.

6.2 Platform resources

In platform markets with unclear winner-take-all dynamics (Eisenman et. al, 2006), platforms can compete
to obtain platform leadership (Gawer and Cusumano, 2002). Further, one or more platforms can endeavor
to challenge a first-mover’s dominating position. Due to the characteristics in platform markets, the
dynamics in a competitive situation is different from classical, competitive situations in traditional markets

(Gawer and Cusumano, 2014).

Therefore, it is relevant to identify both platform leader's and second-mover's capabilities and determine
whether each of them possess competitive and/or sustained competitive advantage(s) (Barney, 1991) in
relation to platform-specific dynamics like network effects, pricing, user costs, and lock-in effects?

(Eisenman et. al, 2006; Hagiu, 2014) but also on other company-specific parameters such as costs.

6.2.1 Resource based view (RBV)

Barney (1991) links sustained competitive advantage to firm resources, which include “all assets,
capabilities, organizational processes, firm attributes, information, knowledge, etc. controlled by a firm”
(Barney, 1991; p. 101). Resources, which can be applied to implement strategies that increase firm’s

effectiveness and efficiency (Barney, 1991).

Further, Barney (1991) introduces the concepts of competitive advantage and sustained competitive
advantage. A firm has a competitive advantage when implementing a strategy that is valuable, rare,
inimitable, and non-substitutable (VRIN framework). Further, a competitive advantage is considered
sustained when other firms are not able to duplicate the strategy and reap the same benefits from the
implementation (Barney, 1991). Some authors discuss how long a competitive advantage needs to be
present to become a sustainable competitive advantage (Barney, 1991). However, Barney distinguishes
between whether the advantage can be duplicated or not, though, it is not to last forever, since a case of
creative destruction can radically change market structures (Barney, 1991; Schumpeter, 1976; Staykova and

Damsgaard, 2015a).

As an example, established platforms might have so strong network effects, due to a large user base that it

in some cases might be considered a competitive advantage.

2 From here on, network effects, pricing, user costs, and lock-in effects together will be referred as platform specific
dynamics.
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6.2.1.1 Resource homogeneity and mobility

Barney (1991) states that a condition for getting a sustained competitive advantage is that firm resources
are heterogeneous and not perfectly mobile. If resources among companies are homogeny and perfectly
mobile, another company might implement the same strategy as the first-mover, and therefore the

competitive advantage cannot be sustained.

A first-mover can obtain a competitive advantage due to access to distribution channels, customer
goodwill, and positive reputation, before other companies (Barney, 1991). However, if companies are
identical, one company cannot possess knowledge about opportunities in the market that another
company does not possess, and therefore, heterogeneity in resources is necessary to establish a first-mover

advantage (Barney, 1991).

Barriers to entry can also create a sustained competitive advantage, but as in the case of first-mover
situations, it requires that the first-mover possesses resources that are not homogeneous and which have
limited mobility, since a second-mover in other cases would have the opportunity to follow the same

strategy as the first-mover (Barney, 1991).

6.2.1.2 Valuable, rare, imperfectly imitable and non-substitutable

In terms of platforms, it is, therefore, relevant to consider whether a resource that a platform possess is
homogeny to a resource that other platforms possess, and whether the resource is mobile or not. If
resources are immobile and heterogeneous, Barney (1991) states that resources further need to be
valuable, rare, imperfectly imitable, and non-substitutable to establish a sustained, competitive advantage.
If resources are valuable, it enables a company to implement strategies that increase efficiency and
effectiveness. Resources further have to be rare, so that competing firm cannot access them. Valuable and
rare resources can help to establish first-mover advantages, but to establish a sustained competitive
advantage, firm resources also need to be imperfectly imitable, so that other companies cannot imitate the
resources. Finally, to establish a sustained competitive advantage, a resource must also be non-
substitutable, so that a second-mover cannot get the same competitive advantage by applying other,
similar resources that can make the valuable, rare, and imperfectly imitable resource, possessed by the

first-mover, substitutable (Barney, 1991).

Some conditions, to get a sustained competitive advantage, have been introduced above. To establish a
sustained, competitive advantage, a platform's resources need to be heterogeneous and immobile and
further, the resources should be valuable, rare, imperfectly imitable and non-substitutable. Therefore,
strong network effects derived from a large user base cannot be considered a sustained, competitive

advantage. A large user base can be valuable and rare, and create value for at platform. However, if other
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entry barriers are low, e.g. multi-homing costs, it may be possible to launch new platforms that can also

establish a large user base (Eisenman et al., 2006).

6.3 Market analysis and competitive interfirm rivalry
Barney's (1991) perspective on resource-based view is primarily inward-looking and do not consider the
market context firms compete within. In contrast, Chen (1996) studies the market commonality and

resource similarity among competing firms.

By identifying interfirm rivalry among platforms (Chen, 1996) with competitive advantages or sustained
competitive advantages (Barney, 1991) it is possible to enlighten the competitive situation within a certain

platform market without clear winner-take-all dynamics (Eisenman et. al, 2006).

6.3.1 Market commonality

Chen (1999) states that a “market” is to include both product and customer-based concepts as geography,
segments and brand and he (1996; p. 106) defines market commonality “as the degree of presence that a
competitor manifests in the markets it overlaps with the focal firm”. Chen (1996) further states that market

commonality is both defined by the strategic importance and the strength of competitors in the markets.

This is in many cases a relevant point for platforms. Two platforms might compete over the same users,
however, the degree of overlapping user groups might vary especially if platforms serve groups demanding

special features (Eisenman et al., 2006).

6.3.1.1 Resource similarity

Chen (1996; p. 107) defines resource similarity “as the extent to which a given competitor possesses
strategic endowments comparable, in terms of both type and amount, to those of the focal firm”. With this
definition, it is possible to identify resources that each platform possesses which can be applied in a
competitive situation with two or more competing platforms. If a platform possesses resources that a
competing platform does not possess, the platform might be able to apply the resources to establish a

competitive advantage or a sustained, competitive advantage (Barney, 1991).

6.3.1.2 Competitor reactions

Chen (1996; 105) identifies three factors that describe the organizational action in competitive situations:
"the awareness of interfirm relationships and action implications, the motivation to act, and the capability
of taking actions". He further states that awareness and motivation relate to market conditions and that
capabilities primarily refers to the ability to take action on competitor's initiatives. Therefore, if one
platform is not aware of either market commonality or resources similarity, it will not act in a competitive

situation.
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However, even if a platform is aware of the situation, it might not have the motivation or capability to act.
A reason to the missing motivation to act might be an asymmetry in markets: A pair of companies might
not see each other as equal threats (Chen, 1996). This might be the case if a large, established platform on
a market focuses on possible, international entrants, while a second-mover competing in the same market
do not find international entrants important since it is more important for it to get a foothold in the current
market (Chen, 1996). If this is the case, the platform leader might only react to a certain degree on
initiatives taken by the second-mover, while the second-mover might respond to a larger share of the

platform leader's initiatives (Chen, 1996).

6.3.2 Summary

Chen (1996) creates a link between Barney's (1991) resource-based view and companies’ ability to be
aware of interfirm relations, the motivation to act and the capability to do it. Assuming that two companies
in a competitive situation possess heterogeneous resources and resource mobility is limited, a company

can establish a competitive or a sustained competitive advantage.

However, by introducing market commonality and resource similarity, it is possible to map the overlapping
of competencies among competing platforms. By doing so, one platform can plan attacks on a competing
platform by applying its assets, capabilities, organizational processes, firm attributes, information, and
knowledge. This might help establish competitive or sustained competitive advantage towards the
competitor, which is a significant advantage for a platform challenging another platform within the same

market (Barney, 1991).

6.4 Expansion strategies

An established platform can advance from the platform specific dynamics in the network economy. The
dynamics are network effects, user costs, and lock-in effects, and the fact that many platforms offer their
services for free or at a very low price, making pricing a difficult parameter to compete on. Further, an
established platform might possess one or more (sustained) competitive advantages. Though second-
movers might also have competitive advantages, which they can apply to attack a first-mover, and further,

second-movers can also leverage the platform specific dynamics to attack a first-mover.

If the first-mover platform is already two-sided or multi-sided, it is harder to attack for a second-mover
platform with fewer sides because the second-mover might need to deal with the chicken-and-egg problem

(Hagiu, 2014).

We will use these findings and draw on Staykova and Damsgaard’s (2015b) framework of entry and

expansion to assess expansion strategies for platforms. Staykova and Damsgaard (2015b) divide an
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expansion strategy into three elements: timing, order, and design. They apply this structure to analyze
factors relevant when expanding in platform battles. We will turn this retro-perspective analysis of timing,
order, and design into a forward-looking structure to plan a platform expansion. We will, therefore,
consider the design of the expansion first, as we need to know ‘what' the initiative is before we can
determine the right timing and order. We will further consider the timing and order of the initiative if we
find it relevant, and if so, mix them, as this seems to be more appropriate due to an operational overlap

when planning future expansions.

6.4.1 Design of expansion
The design of expansion is concerned with the ‘what’ of the expansion. The firms must consider both the

mode and the vehicle of expansion, which we will now discuss (Staykova and Damsgaard, 2015b).

The expansion can be conducted in an either innovative or imitating mode. When designing an innovative
expansion, the firm applies a proactive strategy where the expansion vehicle is novel to the market. This
strategy is costly and risky. However, the reward can be great if the expansion succeeds with the
consumers. The expansion design can also be reactive, by obtaining an imitation strategy of launching the
same functionalities as other competing platforms have already launched, hereby reaping the benefit that
comes from same functionality at a lower cost/price along with lower switching cost for users from
competing platforms. While this is not as costly as an innovative expansion design, it does, however, bear
the risk that users will abandon the platform to the interest of its competitors due to lack of novelty

(Staykova and Damsgaard, 2015b).

A platform that is to expand can do so by increasing the number of users, hereby increasing the reach of
the platform, or increase the number of sides and features, which increase the range of the platform

(Staykova and Damsgaard, 2015c).

The increase in reach urges the manager to consider if the platform has reached attracted a critical mass of
users. If a critical mass is not established, the platform should focus its resources to increase the reach of
the platform to establish critical mass (Staykova and Damsgaard 2015c). The increase in range urges the
manager to consider if the platform has the capabilities and opportunities to add additional types of users
and features and if a critical mass is established. If this is the case, the platform can increase its range

(Staykova and Damsgaard 2015c).

Expanding a platform is a tricky task, and it is important to balance the reach and range when expanding
the platform (Staykova and Damsgaard, 2015c). When increasing the range, it has to be followed by a

phase of increasing the reach to ensure that a critical mass of people is present on the platform to take
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advantage of the increased range. The larger the increase in range, the more increase in reach is necessary
afterward to obtain the critical mass of the platform in the new situation with increased range (Staykova

and Damsgaard, 2015c).

6.4.2 Timing and order of expansion

The timing of expansion is relevant in terms of preannouncing the future expansion initiatives (Staykova
and Damsgaard, 2015b). As the number of consumers adopting the platform significantly determines the
success of the platform, preannouncements are an important tactic to provoke reactions from customers
and competitors (Staykova and Damsgaard, 2015b). Preannouncements can potentially increase the
adoption rate of the platform and delay or decrease users’ adoption of other platforms by shaping

potential users’ expectations (Staykova and Damsgaard, 2015b).

The order of expansion analyses in what order the initiatives of the expansion strategy should be launched.
Adding new sides to the platform is a critical phase that can have a decisive impact in a battle between two
or more competing platforms. If a first-mover does not expand at the right time, this increases the chance
for a second-mover to catch up to the first-mover (Staykova and Damsgaard, 2015c). As introduced in
section 5.2.2 on cross-side network effects, an existing user-side can attract a new side to a platform. This is
e.g. what Facebook did when they added the side of advertisers to the platform. As a second-mover, it is a
very important step to add new sides at the right time, and this is one of the best chances to challenge a
first-mover's position (Staykova and Damsgaard, 2015b), as it enables the second-mover to get first-mover

advantages by adding new sides.

6.4.3 Summary

Both first and second-movers of a platform market can apply platform specific dynamics and (potential)
competitive advantages to either defend itself or attack another platform. The design phase of an attack
consists of decisions on, whether to increase reach or range and to apply an imitative or innovative
approach. Further, the degree of success of a platform expansion depends on whether the platform

succeeds in expanding within the right timing and order.
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7. Adaptive theory of second-mover potentials

The theory sections have so far presented and discussed central concepts within the realm of platform
theory and market dynamics. However, we have recognized a need to conceptualize the identified theories
and frameworks to conduct an analysis of what strategic opportunities a second-mover has facing a

competitor’s market position.

The following section attempts to operationalize the academic body of literature outlined in previous

sections into a framework enabling the analysis of second-mover platform’s situation, and on this analysis
select the most successful attack strategy. We define an attack strategy as a plan of competitive initiatives
designed to challenge one or more firms in the market drawing from existing theory on competitive rivalry

like Chen (1996).

7.1 How to conduct an attack
This section is structured around the three elements from theory section 6: WTA-dynamics, firm resources,
and the specific market dynamics, and are combined in a framework, which can help to select an

appropriate attack strategy.

7.1.1 Analyze level of WTA-dynamics

Initially, it is essential to analyze the strength of winner-take-all dynamics that are present on the market to
understand the nature of the competition the second-mover is facing. If the WTA level is significantly high,
and the incumbent has ensured a significant head start, a second-mover needs to apply radical approaches
like creative destruction and envelopment to challenge the first-mover (Staykova and Damsgaard, 2015a),

which will be addressed in section 10.

7.1.2 Analyze resources

If the WTA level is not high, a second-mover having established the feasibility of competing in the market
should assess its internal condition to identify its firm resources and subsequently analyze them according
to the VRIN framework (Barney, 1991). This analysis, however, should take the platform specific dynamics
discussed in section 5.1-5.4 into consideration. It is necessary to understand how the respective resources
impact platform specific dynamics by establishing a link between the affected platform specific dynamics

and each resource.

To exemplify this: a strong same-side network effect is an intangible platform dynamic. This dynamic
materializes because of a large user-base that has reached a critical mass. As such, the number of users can
be a resource that enables strong network effects. Another example is pricing. Pricing can be used as a

lever when managing the different user groups of the platform and is an important platform specific
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dynamic. If a platform has an efficient cost structure, this might enable the platform to engage in
competitive pricing in a platform battle. Finally, homing-, multi-homing, switching costs, and the lock-ins
that might follow are often linked to platform functionality of the platform. Again, a firm resource can be

linked to these platform specific dynamics.

When combining resource based view and platform theory, one must both analyze to which extent the
VRIN criteria are met but also analyze the impact the resource has on platform specific dynamics. To
continue the example from before; it is necessary to identify whether the features, that are causing lock-
ins, can be imitated or not, to understand to what degree this resource can be applied to an attack on
another platform. This exercise of identifying firm resources and their impact on platform specific dynamics
will enable the company to identify strengths and weaknesses within the company, which can be mobilized

in the attack strategy.

7.1.3 Analyze market

When understanding the platform’s resources and the foundation of the resources possessed, the firm
should analyze the competitors in the market and determine the level of inter-firm rivalry that exists given
the market commonality and resource similarity of incumbent firms. This analysis enables the second-
mover to find weak spots that can be addressed by the attack strategy, but also understand which
strengths the competitor possesses; that might be hard to challenge and thereby demand other attack
strategies. Again it is important to emphasize, that this analysis should also pay attention to the particular
platform-specific dynamics highlighted. Based on these findings, it is possible to access the competing
platform's awareness, which is linked to market commonality, and motivation, which is further connected
to resource similarity. The higher the market commonality and resource similarity, the higher the first- and
second-mover's motivation to attack and respond to the competitor's attacks and therefore competitive

dynamics depend on market commonality and resource similarity.

7.1.4 Select attack strategy

When choosing an attack strategy, the platform owner should plan the design of expansion. This includes
initiatives that are to increase reach or range of the platform and further, initiatives that follow either an
imitation or innovation approach. A platform can increase reach either through innovative initiatives that
are new to the market, or replicate initiatives made prior by other platforms in the market. Further, this is
also the case with initiatives that are to increase the range of the platform, which also can follow an
innovation or imitation approach. Hereafter, platform owners should also decide the timing and order of
expansion so that the planned design of expansion is launched at the right time and in the correct order to

increase the chance of a successful expansion.
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By following the above steps, our analysis should highlight opportunities for first- and second-movers
derived from their internal inventory of resources as well as in competitive situations, leading to the
creation of a successful attack strategy. It is important to highlight that this process is an iterative process
that should be repeated by the platform. The operationalization of theory, therefore, both facilitate

strategic initiatives, which can vary the size, and can be made solely or together with other initiatives.

1. Analyze WTA
strenght

2. Analyze firm
ressources

Obtain
Results/Adjust

Strate
3. Analyze =

competitors and
interfim rivalry

4. Select attack
strategy

Figure 7: Implementation of expansion strategies. The figure illustrates firstly that a platform owner identifies to what
degree winner-take-all dynamics are present on the market. Hereafter they analyze firm recourses. The next step is to
identify competitor recourses and identify resource similarity and market commonality. Then the platform selects a
suitable strategy for expansion, by deciding the design, timing, and order of expansion, and finally, identify the results.
If the obtained results are not satisfying, the platform can adjust the strategy to achieve satisfying results.

7.1.5 Summary on attack strategies

The section summarizes the body of theory providing a toolbox to the platform owner and a framework for
considering consequences of applying one or more strategic initiatives. An attack strategy should be
perceived as an iterative process enabling the platform owner to introduce initiatives independent of each

other, and prior initiatives can be adjusted during execution if conditions change.
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8. Case description
MobilePay is the leading platform on the Danish market for mobile payments and Swipp competes as
second-mover in the market. Yet, no other platforms operate in the Danish market for mobile payment.

This section will provide a case description for both MobilePay and Swipp.

8.1 MobilePay
MobilePay is a digital platform owned by Danske Bank, which is the largest Danish bank having

approximately 25 % of all private banking customers in Denmark (Ritzau Finans, 2015).

MobilePay was launched in May 2013 as the first peer-to-peer mobile payment solution on the Danish
market (Rindahl, 2013). The app was an instant success with 500,000 downloads within the first four
months (Historien om MobilePay og lidt fakta, 2016) and in 2016 MobilePay had 2.9 million active users in
Denmark (MobilePay 2015 — aret i tal, 2016). In January 2014, when MobilePay reached 1 million users, 64

percent of them were not customers in Danske Bank (Kirk, 2014).

MobilePay was built on existing payment card, enabling people (from heron users) to send money to other
users of MobilePay identified by their telephone number (p2p) (Opsaetning af MobilePay privat app, 2016;
MobilePay Demofil, 2013). In February 2014, MobilePay extended the platform, enabling merchants to
receive payments through the app (c2b) (MobilePay forbliver gratis for alle danskere, 2014). The solution is
free for private users and merchants pay a fee calculated as a percentage (1%) of the transferred amount,
though maximum 5 DKK, and in some cases a fixed fee of either 99 DKK or 199 DKK a month. Further,
MobilePay offers customized solutions for larger merchants with more than 50 points of sale (MobilePay

Business er mobilbetaling i din butik, 2016).

MobilePay has continually developed the solution, enabling web-shop payments and in-app purchases
(MobilePay Business er mobilbetaling i din butik, 2016). Further, MobilePay has added new features such as
a receipt storage feature (Betaling som du plejer pa en helt ny made, 2016), a store location feature (Find
butikker i, naerheden, hvor du kan betale med MobilePay, 2016), a bonus program (Betaling som du plejer
pa en helt ny made, 2016), and a pre-order feature in collaboration with supermarket bakeries (Spring kgen

over hos bageren, 2015).

MobilePay has relatively high costs related to each transaction made p2p or c2b compared to Swipp, due to
a card fee from Nets, which is estimated to 1 DKK for each transaction (Rossau, 2014a; Mgllerhgj and Boye,
2014). However, due to the large number of users, MobilePay has managed to attract more than 24,000

merchants (Historien om MobilePay og lidt fakta, 2016), even though MobilePay is forwarding some of
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their costs to the merchants. Another limitation in addition to relatively high costs is that the MobilePay

app does not function if the payment card system crashes temporarily.

8.1.1 Platform features

MobilePay has a number of features that minimize transaction costs among users by providing an easier
method to transfer money peer-to-peer, by storing user’s receipts, enabling preordering in supermarket
bakeries and offering a bonus program. The number of features has increased over time, and according to
MobilePay, the actual features and functionalities in MobilePay is merely the beginning in the development
of the platform. In December 2015, MobilePay launched finger touch login for iOS users (Madsen, 2015)
and in January 2016, head of the MobilePay division said, that he considered MobilePay one percent
completed (Olsen, 2016). We assume that users therefore can expect much more initiatives in the future

from MobilePay.

The main feature of the app is to transfer money p2p and c2b. MobilePay has continually increased the
daily maxima in p2p and c2b payments respectably and today users of MobilePay can aggregate payments
of maximum 10,000 DKK each day in physical stores and aggregated transfer 5,000 DKK to other users
(Overfgr 5.000 kroner med MobilePay, 2015). The yearly maximum of aggregated payments is 150,000 DKK
(Betingelser for MobilePay, 2015).

8.1.2 Platform architecture

MobilePay was launched as a one-sided platform that increased its reach significantly and quickly due to its
instant success (Staykova and Damsgaard, 2015c). With the launch of the business solution in February
2014, MobilePay became a two-sided platform with a core of users and a new core of both users and
merchants. Further, with the launch of the receipt storage feature in collaboration with the Danish
company Storebox (Med kvitteringsfunktionen i MobilePay undgar din forretning bgvlet og omkostningerne
ved papirkvitteringer, 2016), MobilePay became a multi-sided platform, and the architecture of MobilePay
has thus developed significantly since the launch in May 2013. As this new periphery was added, the

platform turned into a platform with two cores that connect to the periphery.

49



MobilePay

Figure 8: MobilePay’s architecture. Users (1), Merchants (Il), and Features provided by MobilePay, Storebox, and
Bakeries (11) represents the sides on the platform. The platform consists of two cores (I and Il) with a periphery of
features (Ill). The users (1) have strong same-side network effects (1), whereas the merchants (1) have slightly positive
same-side network effects (2). The cross-side network effects between users and merchants (3 and 4) from users to
merchants and from merchants to users are positive. Finally, cross-side network effects (5 and 6) from the two cores of
users and merchants to the features provided (lll), has different levels of strengths.

8.1.3 Network effects

MobilePay is a multi-sided platform consisting of two sides that are highly dependent on network effects
and a third side which is a periphery attached to the core of the platform. At the launch in May 2013, the
platform launched as one-sided facilitating p2p payments. It was therefore important to establish a critical
mass of users from the beginning, as each additional user enhances same-side network effects because
users could pay p2p to more users (MobilePay demofilm, 2013). The pace of growth in number of users
surprised MobilePay (Kjeer, 2014), a critical mass was established quickly, and by end of 2015, MobilePay
had become the third most used app in Denmark (MobilePay 2015 — aret i tal, 2015).

In October 2013, MobilePay tested an increase in range by offering a merchant solution in taxies, hotdog
stands, and mobile coffee bars (MobilePay kan nu bruges i udvalgte butikker, 2013) establishing cross-side
network effects between merchants and the users of MobilePay. The test proved to be successful and in
February 2014 MobilePay launched MobilePay Business (Fgrste danske mobilbetalingslgsning til
erhvervsdrivende, 2014b).

8.1.4 Pricing

At launch in May 2013 MobilePay was free, however they stated that they would charge the non-Danske
Bank customers from January 2014, and that the price would depend on market conditions (Slip for
kontanter pa lommen, 2013). In January 2014, MobilePay extended the free period until January 2016
(MobilePay gratis for alle danskere, 2014) and finally, in November 2014, MobilePay announced that the
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solution would remain free for all private users in the future (MobilePay forbliver gratis for alle danskere.
2014). A reason for this decision seems to be that private users are extremely price sensitive (Det er fortsat
gratis at overfgre penge mellem brugere i MobilePay, 2016), and that other solutions such as Swipp could
have attracted much of MobilePay’s users if MobilePay charged private users and if Swipp continued to

offer a free solution.

When MobilePay launched their business solution in February 2014, it was free until October 2014, with
the purpose of attracting merchants. Hereafter an initial establishment fee of 1,000 DKK and a transaction
fee on one percent per transaction (though maximum 5 DKK for each transaction) were introduced (Fgrste
danske mobilbetalingslgsning til erhvervsdrivende, 2014). With this pricing structure, MobilePay turned the
merchant side into a revenue side and thereby MobilePay created a revenue stream for the platform.

Danske Bank still does not profit from MobilePay, however they do not consider it a problem (Olsen, 2016).

8.1.5 User costs

The homing costs a user holds from using MobilePay are low (Eisenmann et al., 2006). The app is free to
download, there are no fixed costs related to the usage, and the storage requirements on a smartphone are
insignificant. It is easy and cheap to apply other mobile payment systems (Eisenmann et al., 2006). This
leads to low switching costs, however users have no incentives to delete the app and close the MobilePay
account due to the low homing costs, but MobilePay needs to keep the users committed and stay active

(Eisenmann et al., 2006).

8.1.6 Lock-in effects

MobilePay apply three of seven lock-in effects suggested by Shapiro and Varian (1999b). MobilePay has
managed to attract merchants, and therefore customers in those stores over time will get used to pay with
MobilePay. Thereby, an indirect brand specific training is created (Shapiro and Varian, 1999b). Further,
MobilePay has added two features, which creates potential lock-in effects. The receipt storage feature
stores receipts digitally for the individual users (information and databases) (Betaling som du plejer pa en
helt ny made, 2016), and the more receipts stored, the more valuable it becomes to the user. This feature
increases switching costs and thereby locks-in the user due to the fact that the receipts remain at the
MobilePay platform even if the user switches to another platform. Further, the bonus system is a classical
loyalty program for the users where merchants reward users. This makes MobilePay the facilitator in
enabling loyal customers to get discounts in stores. Therefore, we consider the bonus system an indirect
lock-in effect for MobilePay. Users can’t transfer their earned bonuses to other platforms, and thereby
users are indirectly locked-in to MobilePay’s platform (Shapiro and Varian, 1999; Betaling som du plejer pa

en helt ny made, 2016).

51



8.2 Swipp
Swipp is a digital platform and is the banking sector’s mobile payment solution, owned by more than 70

Danish banks, which includes almost all Danish Banks except Danske Bank (Swipp. Sa er der betalt, 2016).

Swipp launched in June 2013 (Elberg, 2013) a month after MobilePay and research by Staykova and
Damsgaard (2015b) indicate that the launch was expedited due to the launch of MobilePay. Most banks in
the collaboration were not ready for the launch, which limited the number of potential users and thereby
limited how many other users a user could transfer money to (Hannestad, 2013). Further, bank customers
of Danske Bank (approximately 25 % of the Danish banking customers) cannot use Swipp (@stergaard,

2015). The number of active users on Swipp is unknown (Lunde, 2016).

Swipp launched as a p2p mobile payment solution built on the bank account infrastructure, enabling
people to send money to other Swipp users through their phone number directly from account to account
(Sadan tilmelder du dig Swipp — ny bruger, 2015). Swipp expanded the platform in May 2014, offering
merchants a c2b solution enabling them to receive payments through Swipp (Rossau, 2014b). The solution
was initially free for all users and merchants, and the free period for the merchants have been extended till

July 2016 (Priser for brug af Swipp, 2016).

Swipp tried to attract the owner bank’s 3.3 million customers (@stergaard, 2015) by bundling Swipp into
the mobile bank apps owned by the individual banks (Hannestad, 2013). However, people did not start
using Swipp (Nyholm, 2015) and in September 2015 Swipp launched the solution as an independent app,
debundling Swipp from the different mobile bank apps (Swipp lancerer ny, selvsteendig app og unik
betalingslgsning med landsdaekkende Matas-samarbejde, 2015). The app was launched for iOS and Android
users, but an app for Windows Phone was not launched and is still not, excluding approximately 7 percent
of the potential users (Distribution of smartphone ownership in Denmark in May 2015, by brand, 2015).

Thereby, approximately 30% of all potential users of Swipp can’t asses the platform yet.?

The account-to-account solution puts Swipp in an advantaged situation in relation to costs, since both p2p
and c2b transfers are free to manage for Swipp: The variable costs of a transfer is thus zero (Andersen,
2014) as it applies the interbank system that does not hold any variable costs from conducting a transfer
(Nyholm, 2015). The number of users of Swipp seems to be significantly lower than MobilePay’s (Bentow,
2015), but Swipp has still managed to attract more than 21,000 stores to their business solution (Swipp. Sa

er der betalt, 2016), primarily due to significant lower costs for the stores when receiving money (Plesner,

3100% - (25% Danske Bank Customers * (100% - 7% Windows Phone users)) — 7% Windows Phone users =
30.25% that cannot join Swipp’s platform.
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2016). In addition to the low costs, Swipp does not risk breakdowns in the account-to-account system when

the card payment system breaks down.

8.2.1 Platform features

Swipp facilitates payments among users (p2p) and from users to merchants (c2b). The daily spending limit
is 25,000 DKK (Swipp haver belgbsgraensen til 25.000 kr., 2015), and due to the account-to-account
system, there are not any technical or regulatory barriers limiting the maximum amount the app can
transfer. It is therefore up to Swipp itself to decide the daily spending limit (Nielsen, 2014) and CEO og
Swipp, Martin F. Andersen, has stated that the ambition for Swipp is that people can buy a car with Swipp
(Zigler, 2014).

8.2.2 Platform architecture

At launch, Swipp was a one-sided platform facilitating p2p payments among users (Staykova and
Damsgaard, 2015a). At the expansion of the platform c2b payments was made possible, and the platform
turned into a two-sided platform, which it still is today. The group of users is an independent core on the

platform and further, the merchants establish the platform as a two core platform with no periphery.

Swipp

Figure 9: Swipp’s architecture. Users (I) and Merchants (ll) represents the sides on the platform. The platform consists
merely of core (I and Il). The users (1) have same-side network effects (1) among the users, whereas the merchants (1)
have neutral same-side network effects (2). The cross-side network effects among users and merchants (3) and (4) are
positive.

8.2.3 Network effects
Swipp is a two-sided platform, consisting of private users and merchants, that is highly dependent on
network effects. The platform launched in June 2013 as a one-sided platform relying on same-side network

effects among the users. Due to the sporadic launch, same-side network effects were difficult to establish.
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Since the number of users is unknown, it is difficult to assess whether the platform has reached critical

mass or not.

8.2.4 Pricing
When Swipp launched, it was stated that the price for a p2p payment would be 0.25 DKK for each
transaction from 2014 (Lgnstrup, 2013), however despite this, it is still free to make p2p transactions on

Swipp.

From July 2016, the cost of establishing a business solution will be 1,000 DKK (Priser for brug af Swipp,
2016). Both sides on the Swipp platform, users and merchants, are therefore subsidy sides but the

intention is to turn the merchant side into a revenue side.

The variable prices for stores will depend on the number of yearly transactions:

Number of Swipp payments within 12 months Price pr. C2B payment
0-19,999 0.60 DKK
20,000-99,999 0.55 DKK
100,000-199,999 0.50 DKK
200,000-399,999 0.45 DKK
400,000- 0.40 DKK

Source: Priser for brug af Swipp, (2016)

Table 3: Prices for receiving c2b payment through Swipp.

Swipp has applied negative pricing to attract more users (Appendix B). In November 2015, users could buy
chocolate bars or water for 1 DKK in a portable vending machine placed in different shopping malls and
coffee for 1 DKK in 7Eleven stores. In November/December 2015, users of Swipp could request 25,000 DKK
from a telephone number owned by Swipp and one of the requests was approved. This competition was
repeated in January/February 2016 and the offer on coffee for 1 DKK in 7Eleven was also repeated in

February 2016 (Appendix B).

8.2.5 User costs

Homing costs from being a user of Swipp is low, due to no monetary costs from download or usage, no
significant storage requirements, and no significant costs in terms of time, learning, or training associated
with the mobile payment solution. This increases the incentive to multi-home in mobile payment solutions.
The switching costs are also low, as the platform requires no equipment that is incompatible with
MobilePay, has no significant learning costs, no transactional costs, or any contractual bindings (Eisenman

et al., 2006), but due to the low homing costs, inactive users might not leave the platform, but as with
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other digital platforms that are highly dependent on same-side and cross-side network effects, it is

important to keep users active on the platform.

8.2.6 Lock-in effects
Swipp has not launched any features creating lock-in effects for the consumers (Shapiro and Varian,
1999b). However, as the number merchants have increased to more than 21,000, an indirect brand specific

training can arise since users over time might get used to pay in the specific stores with Swipp.

8.3 Summary

MobilePay is in number of active users the leading mobile payment platform in Denmark with 2.9 million
active users, while the number of users of Swipp is unknown. A large number of users are the foundation
for MobilePay’s very strong same-side network effects and the cross-side networks between merchants
and users. Swipp has not managed to create same-side network effects even close to being as powerful as
MobilePay. One significant reason could be that not all users can use Swipp’s platform. Further, MobilePay
has also managed to create lock-in effects that might make it more difficult for other payment platforms to

attract MobilePay’s users.

Swipp has in terms of number of users (reach) and features (range) a weaker position compared to
MobilePay. Though, due to another technology applied on the platform, Swipp has one stronghold, due to
their cheaper cost structure, which enables them to offer cheaper prices for merchants. Despite a lower
number of users, Swipp has therefore managed to attract a large number of merchants that receives c2b

payments, due to their cheaper cost structure towards merchants.

The findings on MobilePay and Swipp is summarized in the below table:

MobilePay Swipp
Platform MobilePay enables users to make p2p Swipp enables users to make p2p payments
features payments and merchants to receive c2b and merchants to receive c2b payments.

payments. MobilePay enables users to pay | Swipp enables users to pay 25,000 DKK daily
10,000 DKK in physical stores and 5,000 through the app.

p2p. Further, it possible to store the users’
receipts from C2B payments, preorder in
supermarket bakeries, and finally
MobilePay offers a loyalty program
opportunity between merchants and users.

Platform MobilePay consists of a core of users and a | Swipp is a platform with a core of users and a
architecture | core with two mutually attracting (users core of users and merchants, making c2b
and merchants) sides, and a periphery of payments possible.

the receipt storage company Storebox.
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Network

Strong same-side network effects among

Weak same-side network effects due to low

effects users and strong cross-side network effects | number of users and a relatively large share
between users and merchants. of potential users that cannot join the
platform due to technical constraints.
Pricing Free for users to pay p2p and c2b. Free for users to do p2p and c2b payments.
Merchants pay an initial establishment fee | Until July 2016, it is also free for merchants
on 1,000 DKK and a 1 percent transaction to sign up and receive c2b payments. From
fee, though maximum 5 DKK. Variable costs | July, costs for merchant for receiving money
for MobilePay on each transaction is will be 0.40 — 0.60 DKK. Swipp has no variable
relatively high. costs related to transactions.
Homing Homing costs for users are low, due to no Homing costs for users are low, due to no
costs monetary costs and low storage monetary costs and low storage
requirements. requirements.
Multi- The multi-homing costs for users from The multi-homing costs for users from
homing applying other payment solutions are low. | applying other payment solutions are low.
costs
Switching Switching costs for users considering to Switching costs for users considering leaving
costs leave MobilePay is relatively low, but users | Swipp is relatively low.
might need the strong network effects and
the larger the degree that users apply the
different features that lock-in users, the
higher the switching costs become.
Lock-in MobilePay has introduced different lock-in | Swipp have not introduced any features that
effects effects that increase switching costs - creates direct lock-in effects towards users

especially the opportunity to store receipts
is a valuable feature for users.

and the only lock-in effect is the indirect
effect of users getting used to make c2b
payments in the stores that have chosen
Swipp as payment platform.

Table 4: Summary of case description.
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9. Analysis

In the following section, an analysis will identify the opportunities and obstacles for Swipp in the Danish
market facing MobilePay’s dominant market position. In section 9.1, the sub-question on to what degree
winner-take-all dynamics influence the competitive situation is addressed. Section 9.2 identifies how Swipp
and MobilePay’s resources affect the competitive situation in the market, and section 9.3. identifies how
the market dynamics affect the competitive situation. As these three sections each answer the sub-
guestions in the research question of the thesis, this enable us to suggest a strategy for Swipp in section
9.4, that rely on and address opportunities and obstacles for Swipp in the Danish market for mobile

payment.

9.1 Analysis of winner-take-all dynamics

As identified in section 6.1, three factors are the primary variables in whether a platform market turns into
a winner-take-all market or not: High multi-homing costs for at least one user side, positive and strong
network effects for at least the users with high multi-homing costs, and finally, no strong preferences for
special features on either side. We will analyze the Danish mobile payment market to identify to what
degree the market leaves room for a second-mover that are to challenge the market leader, MobilePay. In
the particular case, winner-take-all dynamics are also influenced by dynamics identified in section 3 on the

history of money and section 4 on digital goods, which we will also consider in the following analysis.

9.1.1 Multi-homing costs
This section will analyze homing costs of the platform, by firstly examining those of the private users, and

subsequently, analyze those of the merchants.

For private users, the homing cost in monetary terms for both Swipp’s and MobilePay's apps are kept at
zero, as the apps are free to download, set up and operate, and there are no storage costs. Further, the
homing opportunity cost measured in time is kept to a minimum. To ensure high adoption rate, the apps
have been designed to require a minimum effort in both the adoption and operation phase (Krog, 2014).
There’s no significant training needed to get familiar with the app, and it is easy to use, such that the time
spent on the app is reduced to a minimum. Therefore, homing costs for private users can be considered low

for both platforms.

For merchants, the homing costs are low as well. Establishing a business solution has relatively low cost of
1000 DKK on MobilePay’s platform (Fgrste danske mobilbetalingslgsning til erhvervsdrivende, 2014), and is
free on Swipp’s platform (Priser for brug af Swipp, 2016). Operating the platform is free for merchants

using Swipp (Priser for brug af Swipp, 2016), while MobilePay has different prices for merchants in the
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range between 0 DKK and 199 DKK each month (MobilePay Business er mobilbetaling til din butik, 2016).
Finally, merchants on MobilePay’s platform pay a fee of one percent of the transaction value. There is no
transaction fee for Swipp users until July 2016, but from then on the fee will be 0.40-0.60 DKK per
transaction (Priser for brug af Swipp, 2016)(Appendix C). Similarly to the private user side, the apps have
been designed to require a minimum of training and maintenance (Krog, 2014). However, while homing
costs are low, merchants must balance being able to facilitate a variety of payment solutions, while offering
simplicity to their customers. This is well illustrated by the CEO of the Danish retailer Coop, which owns
1200 stores, who said to the Danish Media, Finans.dk, in February 2016: "Our checkout counters are not be
transformed into a Tivoli of MobilePay boxes, Apple widgets, and card payment terminals. There has to be

a shared infrastructure" (Andersen & Hansen, 2016).

On this basis, we argue that Swipp offers the lowest homing costs for merchants. However, MobilePay also

offers relatively low homing costs. Thus, the costs for multi-homing are low in the market.

With its large user base of 2.9 million users (Historien om MobilePay og lidt fakta, 2016), it is in the interest
for MobilePay to increase switching costs and create lock-in effects, so that their users remain loyal
towards MobilePay. On the other hand, Swipp can take advantage of the low multi-homing costs in the
market. Swipp's CEO has earlier stated that Swipp has lost the competition on p2p payments in Denmark
(Nyholm, 2015). However, low multi-homing costs give Swipp the opportunity to make strategic initiatives
that will attract users and increase incentives to multi-home. Thus, both MobilePay and Swipp have
incentives to make initiatives that will alter the current level of multi-homing costs to their advantage, and

we will, therefore, observe that the level of multi-homing costs are not static in the market.

9.1.2 Network effects

Strong and positive network effects characterize the Danish mobile payment market. For the private user-
side, users can only transfer and receive money from other private users if they are registered on the
platform. Therefore, the applicability of the platform increases for every person added to the user group

(Gilder, 1993). The private user-side has thus strong and positive same-side network effects.

The number of private users on the platform is also what drives the incentive for merchants to use the
platform due to cross-side network effects. The mobile payment solution gives merchants the opportunity
to increase the convenience for costumers. However, if the customers do not have the app installed, they
cannot use the solution, and the merchants have wasted their resources on a non-value creating offer. The
merchant user-side thus has strong and positive cross-side network effects. One could argue that these

cross-side network effects are mutual, as the increasing opportunities to use mobile payment solutions in
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stores creates value for private users and thereby attracts later adopters who need stronger arguments for

downloading the apps.

MobilePay has succeeded in using these network effects to their advantage. Their app is installed on 9 out
of 10 Danish smartphones (MobilePay 2015 — aret i tal, 2016), which creates almost uniquely strong same-
side network effects. From this large critical mass, strong mutual cross-side network effects have further

increased the number of merchants signed up for c2b payments to 24,000 (Historien om MobilePay og lidt

fakta, 2016)

Despite Swipp’s lower number of active users relative to MobilePay, Swipp has managed to attract 21,000
stores to the platform (Swipp. Sa er der betalt, 2016) establishing cross-side network effects between
Swipp users and merchants. This significant merchant user-side could potentially pose an opening for Swipp
to attract private users through the cross-side network effects. Both same-side and cross-side network
effects in the mobile payment market are positive and strong, especially for MobilePay, though, Swipp has

succeeded to establish cross-side network effects between the users and the merchants.

9.1.3 Special features
In markets where there is a demand for special features, there is room for niche providers to take a share
of the market. If the special features cannot be bundled into a single platform, this market situation makes

it complicated for the platform leader to obtain winner-take-all dynamics.

The Danish mobile payment market has not been subject to any of such special features. Both MobilePay
and Swipp provide almost identical features on p2p and c2b payment (Appendix E). In isolation, this
situation increases the likelihood of winner-take-all conditions on the market. However, if competing
platforms can master innovative product development and introduce special features that MobilePay
cannot match due to a lack of capabilities in the specific area, this might provide an opening to challenge
MobilePay's dominant position. Swipp has set a spending limit of 25,000 DKK per day and compared to
MobilePay’s daily spending limit of 10,000 DKK. Given the sizeable difference; we consider Swipp’s high
limit a special feature. However, the demand for this feature is not significant enough to create room for
niche customers, why we do not assess this to affect the winner-takes-all dynamics for mobile payment

solutions.

9.1.4 Payment implications
In addition to the above-identified dynamics, winner-take-all dynamics in the Danish mobile payment
market are also affected by fundamental dynamics from payment industries, which was elaborated in

section 3 on the history of money. As payment markets have developed since nomadic hunters assimilated
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into agricultural communities around 8000 B.C. (Westland and Clark), payment methods was created to
lower transaction costs, especially by pursuing standards and increased efficiency in transactions (Jevons,

1876; Westland and Clark, 1999; Simplot-Ryl, Traoré and Everare, 2008; Pour et al., 2012)(Appendix A).

Swipp was initially planned as a joint solution among all Danish banks, also including Danske Bank, but
Danske Bank decided to leave the collaboration due to missing opportunities to scale the solution into the
other markets, which Danske Bank is represented in (Nyholm, 2015). Further, Danske Bank believed they

could develop a better and less complicated solution (MobilePay: Kundefokus i en app, 2016).

Danske Bank launched MobilePay as first-movers in May 2013 (Rindahl, 2013) and earned significant first-
mover advantages and established a large user group fast (Historien om MobilePay og lidt fakta, 2016).
Swipp launched in June 2013 (Elberg, 2013) but Swipp’s launch was not as successful measured in number
of attracted users (Nyholm, 2015). However, Danes were offered two different mobile payment systems
that were incompatible. Back in history, while different materials such as shells, bits of leather, or scraps of
paper were used as value denominators, a challenge was to ensure utility and value. This means a wide
acceptance of the particular articles as valuable assets that could be applied in exchange of other goods
(Jevons, 1876). If different groups of people relied on various materials as payment denominators, it was
difficult to trade between the groups. In the case of MobilePay and Swipp, trust is not a problem, but
efficiency in payments is minimized when different, incompatible payment systems are competing against

each other within the same market.

Due to MobilePay's successful launch, the room for a second-mover in digital platform markets should,
therefore, be limited. However, the low multi-homing costs have enabled Swipp to enter the market.
Further, the competition has enhanced competitive dynamics in the market, which has been in favor of the
users and merchants, e.g. illustrated by the cancelation of planned fees by both Swipp and MobilePay

(MobilePay forbliver gratis for alle danskere, 2014; Priser for brug af Swipp, 2016).

9.1.5 Implications from digital goods
Eisenman et al. (2006) identify the three above mentioned conditions that affect winner-take-all dynamics
on the market. However, these conditions relate to network industries, which includes physical products

such as the DVD-standard war of discs, DVD-players, video cameras, etc. (Schilling, 2013).

The mobile payment market, though, is in its nature a market of digital platforms. In the case of digital
goods, which was elaborated in section 4, scarcity replaces abundance, marginal costs are often zero, which
makes prices declining to zero, bundling of digital products can in some cases be easier than bundling

physical products, and the low marginal costs increase the ability to achieve economies of scale and scope.
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Finally, digital platforms can collect user data. If both platforms can profit from big data, a first-mover
having collected more data than a second-mover can thereby profit more than a second-mover, assuming
the two platforms possess the same capabilities of profiting from big data (Varian, 2010; Varian, 2013; Chen

etal., 2012).

Therefore, the dynamics for digital goods favor a first-mover, but it does not prevent a second-mover to
take up the competition. Though high development costs and low marginal costs is an advantage for a first-
mover and significant commitment from a second-mover is required to challenge a digital platform with a

dominant position (Hedman and Henningsson, 2015).

9.1.6 Conclusion on winner-take-all dynamics

Strong network effects, limited demand for special features, dynamics for payment systems, and
implications from digital goods all point towards the fact that the Danish mobile payment market could
turn into a winner-take-all market. However, as long as multi-homing costs are low, this might leave room
for a second-mover to challenge the dominant platform, and this is what Swipp has tried. Swipp has not
succeeded yet, but they have to some extent overcome entry barriers related to the significant first-mover
advantages that MobilePay initially earned. Therefore, Swipp should have an opportunity to challenge
MobilePay as long as multi-homing costs can be kept low, and we will, therefore, analyze the resources

Swipp and MobilePay can mobilize in a competition between the two platforms.
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9.2 Analysis of company resources

Since no explicit winner-take-all dynamics are identified on the Danish market for mobile payments, we will
identify the resources of MobilePay and Swipp respectively to assess whether Swipp can challenge
MobilePay's dominant position. Through the identification of the resources of each company, it is possible
to identify more specific approaches, rooted in organizational capabilities and resources, to attack
MobilePay. We will apply the theory introduced in section 6.2 to identify platform resources for MobilePay

and Swipp.
9.2.1 Platform resources

9.2.1.1 MobilePay

We have identified that MobilePay has one competitive advantage, which is the critical mass of users on
the platform. MobilePay has 2.9 million active private users and 24.000 merchant users. Their strong
position and wide adoption among the Danish population were confirmed by the fact that the word
‘MobilePay' was awarded "the word of the year" by The Danish Language Council in 2014 (Kristiansen &
Lohse, 2014). MobilePay was very successful in attracting users from launch (Kjaer, 2014) due to a high
demand for a mobile payment solution. Further, MobilePay utilized network effect dynamics to increase
their user base. For example, existing users could transfer money to people who were not yet users
notifying them via SMS that they had money waiting for them to sign up on the platform (MobilePay
demofilm, 2013). Another aspect that has helped them obtain critical mass is the fact that their technical
solution gives the advantage that everybody who possesses a payment card can use the platform and are

as such potential users (Rossau, 2014a).

As stated in section 3 on the history of money, utility and value of an article used as payment denominator
are crucial, since a wide acceptance of the value is necessary to create an efficient payment system (Jevons,
1876). Reaching a critical mass has made the platform useful and valuable to users and ensured wide
acceptance of the payment solution. Further, the utility of the platform increases by every user. As such,

critical mass is essential for MobilePay to create value due to their users.

The critical mass is not only valuable because of the increased value it provides to users. To the owner,
Danske Bank, the large critical mass they have access to through MobilePay, which far exceeds Danske
Bank's customer base, is a valuable target group for increasing their customer base. Further, the access to
users has enhanced Danske Bank’s ability to develop new products in collaboration with users (Olsen,

2016).
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Finally, from a platform perspective, the critical mass of 2.9 million active users enhances the strong
network effects that are highly valuable for MobilePay, (Historien om MobilePay og lidt fakta, 2016). Thus,

critical mass is without a doubt valuable for MobilePay.

MobilePay’s big critical mass is also rare due to its uniquely high number of users. Compared to other apps,
MobilePay's app is the third most used app in Denmark. Only the Facebook app and the FB-messenger app
are used by more people in Denmark (MobilePay 2015 — aret i tal, 2016). Further, compared to other
mobile payment solutions in the Danish market, the size of the user base is unprecedented. The critical
mass on MobilePay should, therefore, be considered rare, because no other apps with the same amount of

users facilitate the same, easy opportunity to make p2p and c2b.

However, MobilePay’s position in mobile payment is not imperfectly imitable. The banks owning Swipp
tried to bundle Swipp into the web banks to access 3.3 million existing users and obtain critical mass
(@stergaard, 2015), but they did not succeed. Further, Facebook, owning the two apps used more than
MobilePay in Denmark, has introduced Facebook Pay in the US (Christensen, 2015a), which they might
introduce payment in Denmark as well when the new PSD2 regulative is introduced in EU (Christensen,
2015a). If this occurs, they will obtain critical mass. Thus, MobilePay's advantage in number of active users
in mobile payment is not imperfectly imitable. However, no platform in the Danish mobile payment

solution market has managed to imitate it yet.

Finally, for a competitive advantage to be sustainable, the resource also has to be non-substitutable. Critical
mass is what generates the value and usefulness of a platform to its users and cannot be substituted, as it is
the very nature of platforms to attract and connect users. Therefore, critical mass should be considered

non-substitutable.

MobilePay's critical mass is not their only resource. MobilePay's technical solution is built around the credit
card. Therefore, all credit card users are potential customers, and as the vast majority of Danes possess a
credit card and a smartphone, their solution expands their market size significantly. Thus, their technical
solution is as a physical resource for MobilePay. The solution itself naturally brings value to the end users as
it enables mobile payment and builds on a strong and trusted existing payment infrastructure. This is also
of value to MobilePay. However, the solution has another valuable implication. Because the banks do not
allow the necessary access to withdrawing directly from the customers' bank accounts, it would not have
been possible for MobilePay to create a mobile payment solution without the payment card technology
(Rossau, 2014a). The solution, however, is neither rare, inimitable nor non-substitutable, as all other

players can set up the same solution.
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Within MobilePay’s organizational architecture is another resource. MobilePay has since 2015 had a
partnership with Storebox. This partnership has yielded synergies to the two companies from the bundling
of their products. The partnership creates the opportunity for a wider pool of knowledge and capabilities
and enables joint innovation within the mobile payment technology and related products and services. Big
data on consumer patterns is valuable, and though it is not exploited yet, the data holds the potential to
enable development of the platform. Further, the receipt storage that Storebox provides creates a lock-in
effect, as users do not want to lose their receipts as they would if they abandon the platform. The
resources relating to Storebox creates value, but is not rare as the payment provider NETS have bought
Storebox, and it seems that the feature will be bundled to other payment solutions in the future (Zigler,
2015). Finally, the partnership is not inimitable, as other companies might be able to develop similar
solutions. The resource is not non-substitutable. However, it is possible to obtain synergies from a
partnership with other businesses having a similar or even different product or service portfolio to generate

value for platform users.

Being owned by a resourceful company is a resource to MobilePay, which has several implications. Danske
Bank provides financial resources to Mobile pay, and the capital influx ensures continuous investment in
the development of the platform and ensures that managerial focus is not diluted by having to put effort
into raising money. Danske Banks commitment into mobile payment is stressed by the fact that it is not

considered a problem, which MobilePay yet has significant deficits (Olsen, 2016).

Another resource aspect of the ownership is the access to human capital it provides. MobilePay is part of
the new, innovative organization in Danske Bank called ‘MobileLife’, which embrace experimentation, tries
to create an independent culture of innovation, is inspired by Google, Spotify, etc. instead of classic banking
dynamic. They see themselves as a cultural startup working with lean startup principles (Wittorff, 2015;
Christensen, 2015b). This community is coupled with access to a large pool of people with know-how within
the financial sector that increases the social capital of the company - people they would have a hard time

attracting.

Finally, MobilePay has been able to capitalize on the Danske Bank brand of trust and reliability. The bank is
a well-established and widely recognized bank, which the general population has confidence in. As people,
in general, are more conservative when it comes to money-related products and services, being under the
Danske Bank umbrella, has helped MobilePay persuade consumers to become users. Further, the
ownership structure has given MobilePay the opportunity to advertise their product to Danske Bank
customers. Thus, the brand and existing customer base have helped MobilePay overcome the chicken and

egg problem.
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The ownership is unarguably a valuable resource. However, in the light of potential entry from players such
as Google and Apple, it cannot be considered rare or inimitable. Finally, the resources that come from the
ownership structure could be obtained through substitutable channels such as an incubator network,

partnerships or the like.

To summarize, MobilePay possesses a competitive advantage on its critical mass of users, their solution is
built on a strong existing payment infrastructure, and additionally, a partnership with Storebox, and the
organization has a culture that facilitates innovation. Further, MobilePay has access to funds, human capital

and a customer base, and finally, MobilePay possesses a clear brand.

9.2.1.2 Swipp
Swipp uses a different technology than MobilePay, enabling Swipp to transfer money p2p and c2b without

any costs associated with the transaction (Nyholm, 2015). This resource has allowed Swipp to offer free c2b
payments, provisionally until July 2016 (Priser for brug af Swipp, 2016). Companies receiving payments
through Swipp for a product priced 300 DKK save 3 DKK compared to MobilePay's price. From July, the
price saving will be between 2.40 and 2.60 DKK for the same transaction (Appendix C). Particularly in
industries with low margins, savings on transaction costs can be important. As long as Swipp keeps the
price at zero for merchants, Swipp commoditizes' MobilePay's revenue stream. However, it also cuts its
own revenue stream, and if Swipp is to do so in the longer term, it is necessary to establish new revenue

streams, e.g. by adding a new user side, which can function as a revenue side.

According to Staykova and Damsgaard (2015c) reach regarding active users is necessary to increase the
range of a platform to avoid the chicken-and-egg problem many two- and multisided platforms face.
Therefore, Swipp should, according to theory, struggle to attract a second side of merchants, but they have
managed to attract more than 21,000 merchants (Swipp. Sa er der betalt, 2016). According to Swipp’s CEO,
Martin F. Andersen, the primary reason is the low costs that Swipp offers (Plesner, 2016), which confirm

the relation between pricing and cross-side network effects that Eisenmann et al. (2006) describes.

The technical ability to offer such a low cost for C2B payments is valuable (Barney, 1991). Merchants hold
significant costs from handling cash payments (Omkostninger ved betalinger i Danmark, 2012), and Swipp is
cheaper than receiving payments through payment cards and cash (Omkostninger ved betalinger i
Danmark, 2012)(Appendix C). Therefore, the ability to offer low costs represents an opportunity to create
significant value. However, Swipp still needs more active users if merchants have to profit from the low
costs. If Swipp manages to increase the number of c2b payments, it has an excellent opportunity to create
value. Though, Swipp suffers from the fact that Danske Bank customers and Windows Phone users cannot

use Swipp, which decrease the value of the resource. If Swipp enables Danske Bank customers and
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Windows Phone owners to use Swipp, the value will increase significantly. However, the costs for Swipp will
also increase, due to higher costs from card payments. Therefore, Swipp's cost advantage will be lowered
to some degree, but since it is required that all can assess a platform, to establish an efficient payment

system this is necessary to do.

Further, their solution is also rare as it is only available to providers who can make contractual agreements
with the respective banks in the market — something Swipp has succeeded to do because of their

ownership structure.

The Swipp solution, withdrawing money through the interbank system, is not unique in international
perspective. Several other mobile payment platforms have been launched in other countries applying the
national bank account infrastructures in different degrees. This is e.g. Pingit, owned by English Barclays
(Pingit, 2016), mCASH, owned by Norwegian SpareBank1 (mCash, 2016) and Swish, owned by the majority
of Swedish Banks (Swish, 2016). In Denmark, however, it is difficult to imitate the system and transfer
money through mobile payment, as long as the banks owning Swipp do not allow new entrants to access
user's account. Therefore, the cost advantage seems to be imperfectly imitable within the next years.
However, a new regulation (PSD2) is to be implemented to decrease payment infrastructure costs within
EU (Christensen, 2015a). The precise regulation is not known yet, but Swipp risks that other companies
might be able to build payment systems that can compete on costs since payment infrastructure, with the

new regulation, are to be shared to a larger degree (Christensen, 2015a).

Finally, the technical solution is difficult to substitute, since a payment system facilitating both p2p and c2b
payment needs the ability to withdraw money either from a bank account or a payment card. However, in a
longer perspective, companies from other industries might enter the market. In relation to this, a company
like Starbucks has managed to attract millions of users in the US to their mobile payment platform, which
simultaneously is a successful loyalty program (Kell, 2015). As large corporations facilitate mobile payments
themselves and increase reach significantly, it might be possible to increase the range e.g. by offering p2p

payments among users and thereby substitute Swipp’s mobile payment platform.

Therefore, Swipp's capabilities regarding costs can potentially turn into a competitive advantage in the next
years, but on the longer run, different threats can imply that Swipp's cost can only be a competitive

advantage and not at a sustained, competitive advantage.

Swipp has not managed to create the organizational capabilities and agility in the development of the

platform that MobilePay has. They have not launched additional features as MobilePay, and they have
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primarily focused on initiatives towards integration with merchants but seem to lack capabilities to

establish an innovative organization, which can create the innovativeness that MobilePay has.

One cannot point towards one single reason to the missing innovativeness in Swipp, but one among more
reasons can be the governance structure. The many owners of Swipp, more than 70 banks (Swipp. Sa er der
betalt, 2016), are very different and includes large banks as Nordea, Jyske Bank, and Sydbank but also small
local banks (Nyholm, 2014). Thus, the owners came to the table with different ambitions and capabilities to
take part in the project, and the ambiguity and political games that this caused have made agility difficult.
This is exemplified in the uncoordinated launch of Swipp where Nordea launched Swipp for their customers
in December 2013 (Back, 2014), six months after the launch of Swipp in Jyske Bank (Elberg, 2013; Nyholm,
2015).

Similar to MobilePay the owners of Swipp are also highly resourceful. The banks owning Swipp can also

provide financial resources to Swipp if needed.

Another resource, Swipp has through its owners, is the access to human capital. Martin F. Andersen was
pulled in from one of the banks owning 30% of the shares, Nordea. Swipp is competing with a big player on

the market who is far ahead, which stress the need for qualified people.

Like MobilePay Swipp also have access to an even larger pool of potential customers compared to
MobilePay through the owners. The owners of Swipp give access to approximately 75% of all bank

customers in Denmark. This should give Swipp unique opportunities if exploited right.

To summarize, Swipp possesses a potential competitive advantage on no variable transaction costs, also

has access to funds, human capital, and a customer base through the owners of Swipp.

9.2.2 Conclusion on platform resources

In the Danish market for mobile payment where no clear winner-take-all dynamics are present due to low
multi-homing costs, MobilePay possesses a competitive advantage from strong network effects that
enhance their dominant position. However, the second-mover, Swipp, can gain a competitive advantage
from its ability to offer very cheap c2b payments compared to MobilePay, and this resource might be

possible to apply to challenge MobilePay's position in a market with low multi-homing costs.

9.3 Analysis of the market conditions
Swipp has the opportunity to establish a competitive advantage concerning costs, and MobilePay has
significant same-side and cross-side network effects caused by its big critical mass, which is a competitive

advantage. However, to understand the competitive situation between two competing platforms, a
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perspective on the competitive environment is necessary to conduct to understand interfirm rivalry (Chen,
1996) and we will, therefore, apply the theories introduced in section 6.3. The larger resource similarity and
market commonality, the more intense the competitive situation within the market. Therefore, we will

examine resource similarity and market commonality between MobilePay and Swipp.

9.3.1 Resource similarity

By analyzing resources for Swipp and MobilePay respectively, we have identified that the two firms possess
different resources. Swipp has the potential to turn an advantage of variable costs into a competitive
advantage, and MobilePay has a competitive advantage from its big critical mass that creates strong
network effects. However, a more detailed examination of the resources of the two platforms is expedient
to conduct, to identify similarity and differences in resources possessed by the platforms. Chen (1996)
states that the strategy a company can implement depends on and is constrained by the level of resources.
He further states “Resource similarity is defined as the extent to which a given competitor possesses
strategic endowments comparable, in terms of both type and amount, to those of the focal firm” (Chen,

1996; p. 107).

Therefore, the resources a company possesses can be defined as a bundle of resources, and if a company's
bundle of resources is unique and includes resources that are valuable, rare, inimitable and non-
substitutable, it is possible to establish a competitive advantage which can be applied in the competition
among other platforms. In the following, we will go through the bundles of resources of Swipp and

MobilePay.

MobilePay Swipp

Large user base X

No variable transaction costs X

Partnership with Storebox X

Built on strong existing payment
infrastructure

Culture that facilitates innovation

Access to funds (through owner)

Access to human capital

x| X| X | X

Access to customer base

Clear brand (trust and reliability)

one owner X

Table 5: Resources possessed by MobilePay and Swipp.

Both Swipp and MobilePay was launched as one-sided platforms facilitating p2p payments (Hannestad,

2013) and both Swipp and MobilePay expanded into two-sided platforms by introducing the opportunity to
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make c2b payments on the platform (Rossau, 2014b; MobilePay forbliver gratis for alle danskere, 2014)
making the platforms two-sided cores. Both platforms, therefore, possess fundamental technical and

managerial capabilities to establish such platforms.

9.3.2 Market commonality

The ‘market’ is broadly defined by Chen (1996). In this thesis, the market we study is defined as the Danish
market for mobile payment solutions. Thus, the definition limits the market to the particular service of
mobile payment and the particular geography of Denmark. The following section will analyze the degree of

presence-overlap between the competitors in the market.

The payment processing company Nets have stated that they are to launch a mobile credit card solution in
autumn 2016 (Grgnnemann & Johannesson, 2015). The solution is yet not launched, and the information is
limited on how the solution should work. Further, the Danish retailer, Coop, stated in March 2015 that they
would launch their mobile payment solution before the end of 2015 (Plesner, 2015). However, this was
delayed. In February 2016, a test was soon to be started by coop (Andersen & Hansen, 2016) but no
significant news has been communicated since. The solution has primarily targeted the 1.5 million
members of Coop (Andersen & Hansen, 2016), and the app only seems to facilitate c2b payments in Coop
stores, which excludes same-side network effects among users and cross-side network effects towards
other stores where MobilePay and Swipp payments are possible. Finally, international giants such as Apple,
Facebook, Google, and Snapchat might enter the Danish market though they have not taken concrete

action yet.

Since the above solutions are not launched yet, we will not include them in the list of competitors in the
mobile payment market but define Swipp and MobilePay as the only competitors in the Danish market on
mobile payment. The presence of potential entrants, however, underlines the evolving nature of the
market. Therefore, Swipp and MobilePay must continually pay attention to the potential arrival of new

competitors.

When analyzing the commonality in the service offered by the two firms, both MobilePay and Swipp offer
the same core features of p2p and b2c transactions and compete for the same users. Also, MobilePay has
created peripheral features and thereby differentiate itself from Swipp, and Swipp has up until now not
copied features and functionality to catch up to MobilePay. Thus up until now, we see a clear market

overlap for the two competing platforms.

When analyzing the commonality of the geography covered, MobilePay has launched the solution in

Norway and Finland (The story of MobilePay — and a few facts, 2016). MobilePay, therefore, competes in
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three different markets, while Swipp only focuses on the Danish market for mobile payment. Chen (1996)
discusses that some markets can have an asymmetry, which is the case in the Danish mobile payment
market. This means that Swipp sees MobilePay only as a competitor on the Danish market while MobilePay
also has other competitors outside the Danish market. Due to the ownership structure of Swipp, where
small regional banks of Denmark is present, it is unlikely that Swipp will expand abroad as MobilePay has.
On the contrary, Danske Bank is present in several countries, and one cannot rule out that they might
continue further expansion abroad increasing the asymmetry we already observe. For the time being,
however, MobilePay is primarily engaged in the Danish market and due to the scope of the thesis, we will
not pay further attention to the Norwegian or the Finish market, but rather define Swipp and MobilePay as

direct competitors in the Danish market on mobile payment.

MobilePay and Swipp are merely competing head to head in the mobile payment market. However, if
taking the parent companies into account, one could argue that the firms are facing a degree of
multimarket contact. Danske Bank owning MobilePay can utilize the critical mass of MobilePay potentially
convert these users into customers in Danske Bank along with obtaining market shares on the more general
payment market. Similarly owning Swipp gives its owners the opportunity to expand the products and
services that they offer to their customer. Thus, from a strategic point of view, mobile payment is just one
of many elements in the banks' market profile. We, therefore, argue, that one should not forget the larger
context of fighting for costumers in the banking market in general when analyzing the competitive

dynamics of MobilePay and Swipp.

9.3.3 Awareness, motivation and capability

Due to the high market commonality and the fact that MobilePay’s network effects are valuable, rare and
non-substitutable, a second-mover’s opportunities in imitating the network effects of MobilePay seems
limited, however, multi-homing costs are low. Therefore, Swipp might enhance their opportunities in
challenging MobilePay by applying their potential, competitive advantage in cost. We will elaborate this
further in this section that relates the market conditions to Chen's (1996) thought on awareness,

motivation, and capability.

Possessing a given bundle of resources does not mean that a platform will apply it instantly in a battle for
platform leadership to attack or respond to a competitor's attack. Chen (1996) argues that the first
requirement of applying company-specific resources is to be aware of own and competitor's market
position and capabilities. Further, motivation is also needed to trigger a reaction, and e.g. market
asymmetries can abstain a platform to attack or respond to a competitor's attack. Finally, even though a

platform is aware of a particular situation and has the motivation to react, it is also necessary to possess
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the capabilities to respond (Chen, 1996). These capabilities might not necessarily be the right ones when a
platform are to compete against another platform making the platform insufficient to compete. We will,
therefore, analyze Swipp's and MobilePay's awareness, motivation and capabilities in attacking and
responding to attacks on the market for mobile payment in Denmark to evaluate their ability to compete

against each other.

9.3.3.1 Awareness

Assuming that Swipp has followed the flow of information that MobilePay has revealed for the public,
Swipp should know much about MobilePay since MobilePay is quite transparent in its communication.
Regarding vision, MobilePay announced in January 2016 that they only considered MobilePay one percent
complete (Olsen, 2016) and further, MobilePay has revealed quantitative material on MobilePay's
performance (MobilePay 2015 — aret i tal, 2016). Therefore, Swipp can know much about MobilePay's
actual situation. However, they might not know much about MobilePay's future initiatives. An essential
finding here is that MobilePay has managed to get its app installed on 9 out of 10 Danish smartphones
(MobilePay 2015 — aret i tal, 2016). From this information, Swipp knows that MobilePay's future strategy
might, to a much larger degree, be to introduce more functionality and increase the range of the platform,

since the number of users soon may get to a saturation point.

Swipp hasn't revealed as much information as MobilePay. The essential information here is, that Swipp for
an extended period has denied revealing any information on number of users or user activity (Lunde, 2016)
and it seems that Swipp has much fewer users than MobilePay. MobilePay should, therefore, know, that
Swipp should, assuming that they behave rationally, try to attract more active users and thereby increase

the reach of the platform.

As the two are the only competitors in the Danish market, they are to a large extent aware of each other's
strategic moves ex-post. Therefore, we argue that awareness is high for both companies, with Swipp being

the most aware.

9.3.3.2 Motivation

Swipp has made different initiatives to increase the number of users and awareness about the platform.
They have conducted TV-campaigns (Engholm, 2015), negative pricing campaigns (Appendix B), and they

have had a significant focus on improving their c2b payment solutions for merchants (Nyholm, 2015).

Swipp has made different preannouncements for future launches, hereunder the most central, that Swipp
highly prioritized to enable Danske Bank's customers access to the Swipp platform. This was announced in

June 2015 (Nyholm, 2015). However, no initiatives have been launched to address this since. Further, Swipp
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has also communicated that they were to launch an app for Windows Phone users in Q1 2016 (Appendix

D), though, also this initiative has come to nothing so far.

Even though a number of different initiatives have been taken to increase awareness and attract users to
Swipp, it also seems, by the actions (not) taken by Swipp, that the platform lacks the motivation to engage
fully in the platform battle. This motivation is crucial if Swipp wants to be successful in challenging
MobilePay's dominating position. This might tie to the ownership structure as the profits and benefits
generated by Swipp are split between multiple owners. As such, their motivation to value maximize might

be limited.

MobilePay seems to be highly motivated to develop the platform to keep the position as market leaders in

Danish mobile payment market. A large deficit is not considered a problem (Olsen, 2016), and already from
launch, MobilePay focused on developing the platform fast. They have launched new features that increase
the range of the platform, and they prioritize to engage users in the development of the platform (Wittorff,
2015; Christensen, 2015b). MobilePay thus seems very committed taking up the competition in the market

on mobile payments.

However, we also note that MobilePay, with their strong position, might consider future, potential entrants
as Facebook, Google, Apple, etc. their biggest competitor, so the motivation might also be to prepare
MobilePay to resist competition from large potential entrants and less the potential competition from
Swipp. Therefore, MobilePay might not react to all initiatives from Swipp, if this is in conflict with other
strategic plans. Conversely, Swipp is highly motivated to compete with MobilePay, as it is the only major

competitor they are facing.

9.3.3.3 Capability

As stated above, Swipp has not managed to execute the preannounced initiatives, and whether this is
caused by lack of motivation or lack of capability, or perhaps both, we don't know. However, if Swipp is to
successfully implement a strategy that utilizes their potential, it is necessary to plan and efficiently execute
the suggested strategy. This will require certain managerial resources, which we assume they should be

able to mobilize due to the group of resourceful banks owning Swipp.

In addition to managerial capabilities, Swipp as a second-mover that are to challenge MobilePay also is to
compete against MobilePay's strong network effects. As concluded in section 9.1 on winner-take-all
dynamics, Swipp’s opportunity in challenging MobilePay seems to be through creating stronger incentives
to multi-home and in the best case, Swipp should take advantage of their potential, competitive advantage

on costs.
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MobilePay has from its launch been far ahead of Swipp in number of users. Further, MobilePay has
managed to expand the platform to a new side of merchants before Swipp (Staykova and Damsgaard,
2015b), and MobilePay has introduced features in addition to p2p and c2b payments. Finally, MobilePay is

innovative and has not yet been seriously challenged by attacks from Swipp.

If Swipp applies an innovative approach to introducing features that MobilePay does not already provide,
we expect that MobilePay will be capable of imitating these initiatives if these features merely rely on
having an existing user base (reach). If Swipp is to challenge MobilePay's dominating position, they should,
therefore, apply their potential competitive advantage on cost and further try to launch features that

establish first-mover advantages related to these new features.

9.3.4 Conclusion on market analysis

Two platforms are competing against each other in the Danish mobile payment market, and market
commonality is high. Regarding resource similarity, MobilePay possesses a competitive advantage on
strong network effects while Swipp can create a competitive advantage at low costs. Further, both
platforms own a number of resources, but MobilePay possesses additional resources, a clear brand, and a

partnership with Storebox.

As Swipp and MobilePay are the only head to head competitors in the market, the awareness and
motivation to compete for both firms are high. While MobilePay seems to be very motivated to keep the
position as market leaders in Denmark, they are also facing and potentially preparing for further
international competition on the mobile payment market. Thus, there could be a slight asymmetry in the
awareness and motivation. On the capability side, Swipp has several times preannounced initiatives, which
have not been executed afterward. This points towards a lower level of capability to compete relative to
MobilePay. Thus, whereas Swipp shows a higher degree of awareness and motivation, MobilePay shows a

greater level of capability to compete.

9.4 Attack strategy for Swipp
Swipp is to attack MobilePay's dominating position in the Danish market for mobile payments, and the

findings in the previous analysis are helpful in identifying an appropriate strategy.

The findings in section 9.1 point towards the fact that Swipp can make strategic initiatives to challenge
MobilePay's network effects and increase incentives to multi-home. These are two out of the three
parameters that determine whether a market has winner-take-all dynamics or not, and as the Danish

mobile payment market is still not a clear winner-take-all market, Swipp's strategic initiatives should deal
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with MobilePay’s strong network effects and increase incentives to multi-home to avoid MobilePay

establishing winner-take-all dynamics.

The low number of active users initially limits Swipp's strategic opportunities, as Swipp needs to increase
reach before increasing the range of the platform. The suggested strategy is thus constrained by a need to

increase the number of users before launching new features or sides to the platform.

We will now introduce our strategy for Swipp. The different initiatives take the findings in section 9.1-9.3
into consideration. The strategy consists of five initiatives. The first initiatives (#1 and #2) are to increase
the reach of the platform, while the next initiatives (#3 - #5) are to increase the range of the platform. The

figure below gives an overview of these initiatives.

#1 Enable Increase #2 Increase reach #3 Increase range #4 Increase range #5 Increase range

in reach * Apply negative o Imitation of * New features * Establish new
e Card payment pricing features (#4A) revenue streams
¢ Windows Phone ¢ Online shopping * Demonetize
App (#4B) MobilePay's
e Online revenue stream
advertisement
(#4B)

Figure 10: The five strategic suggestions to how Swipp should try to challenge MobilePay's dominant position in the
Danish market for mobile payments.

Icon credits: Icons designed by Freepik (1), Gregor Cresnar (2)(4)(5), and Madebyoliver (3) for Flaticon.com

All initiatives will individually be introduced in the below sections 9.4.1 — 9.4.5. Each element of the
strategy is explained through design, timing and order of expansion, and it is described whether the
initiatives are likely to increase reach or range, and finally, the implications for each strategic initiative are
elaborated before the next element of the strategy is introduced. The strategy assumes that Swipp does
have the managerial, technical, and economic resources to take the strategic initiatives, as the owners are

resourceful and have access to much human capital.
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9.4.1 Payment card and Windows Phone app — initiative #1

e @© = tﬂ

#1 Enable Increase
in reach

e Card payment
¢ Windows Phone
App

As identified in the case description in section 8, approximately 30 percent of Swipp's potential users
cannot use Swipp's platform due to the technical incompatibility with Windows Phones and restricted
access to Swipp's platform for customers in Danske Bank. Swipp needs to address this by creating solutions
that allow all users to join the platform. In a market with such a dominant first-mover as MobilePay, the
first-mover might turn the market into a winner-take-all market if it does not face serious competition, and
a second-mover is required to enable all potential users to join the platform to conduct a serious

competition to the first-mover.

As Swipp only launched one month after MobilePay, Swipp could potentially have minimized MobilePay’s
lead if all Danes had been able to become Swipp users. This was not the case, as most banks weren’t ready
for launch until a long time after the official launch (Hannestad, 2013) and approximately 25 percent* of the
Danish population were excluded from using the platform, as they were Danske Bank customers.
Therefore, MobilePay’s first-mover advantage on same-side network effects was already significant short

after the launch.

9.4.1.1 Design of expansion — initiative #1

The initiatives required to address the problem is solely to facilitate an increase of reach of the platform.
The task is two-fold: To launch an app enabling owners of Windows Phones to download Swipp and to

introduce a solution that enables customer’s in Danske Bank to join Swipp’s platform.

4 The number of excluded users increased from about 25 percent (Danske Bank customers) to about 30 percent, when
Swipp debundled the app from the mobile banks in September 2015 but did not develop an app for Windows Phone
users.
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Initiative #1, therefore, consists of two individual actions, which both have an imitative approach, as the
goal is to make all people with a smartphone potential users for Swipp and thereby enhance network

effects and increase reach.

We suggest Swipp to apply the same solution as MobilePay by introducing a card payment facility to enable
Danske Bank customers to join Swipp. Though, it represents additional variable costs for Swipp and further
minimizes two of Swipp's advantages for users towards MobilePay: If the card payment system fails,
Danske Bank customers using Swipp can't transfer money, and further, these users can't be offered the
same, high spending limits as other Swipp users. If Swipp manages to attract Danske Bank customers (25%)
and non-Danske Bank customers (75%), as on the general banking market, Swipp is to hold approximately
25% of the variable costs that MobilePay holds on transactions. Therefore, Swipp will still possess its
potential competitive advantage on cost by doing this, however slightly limited compared to before.
However, no users are worse off from these drawbacks compared to using MobilePay today. Developing a
Windows Phone app and introducing a card payment solution is thus a much better than the scenario that

excludes 30 percent of all potential users from the platform.

Initiative #1 e Windows phone app /4

Enable increase in PG payment solution
reach

9.4.1.2 Timing and order of expansion — initiative #1

This is the first strategic initiative we suggest, as it is a prerequisite for the next initiatives we propose to
implement, and thereby also a requirement for challenging MobilePay's dominating position. Swipp should
launch an app for Windows Phone users and introduce a card payment solution for Danske Bank customers
as soon as possible, as this is the foundation for enhancing network effects and thereby increasing the

chances of success.

As long as a group of potential users cannot use Swipp, Swipp will not fully benefit from other initiatives
taken to develop the platform. The fact that Swipp has not responded to MobilePay's success earlier has
enhanced MobilePay's strong position, and if Swipp is to challenge MobilePay, the initiative should be
taken sooner than later. This initiative should not be difficult to implement, as it merely requires
development of an app, though Swipp, of course, has to allocate the necessary resources. Further, the card
payment solution should be relatively easy to replicate as it is both used by MobilePay and other,

international mobile payment platforms.
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9.4.1.3 Implications — initiative #1

The launch of the Windows Phone app should, of course, attract Windows Phone users. Similarly, an
introduction of a card payment solution for Danske Bank customers should also attract users. Though,
Swipp still needs more functionality and has weaker same-side network effects compared to MobilePay.

Therefore, we do not expect the initiative to attract a large number of users only from this initiative.
We will now introduce the next initiative, which has the purpose to attract more users to the platform.

9.4.2 Negative pricing — initiative #2

““n é @ : EI(?' b ‘y

Swipp should apply its potential competitive advantage on costs to increase reach of the platform by
attracting more users. Eisenman et al. (2006) find that pricing can be applied as a dynamic tool to attract
different user groups. Private users are today a subsidy side for Swipp, as they do not pay to use the
platform and merchants are the revenue side from July 2016 (Priser for brug af Swipp, 2016). As MobilePay
is also free for private users, the fact that the app is free does not attract users to Swipp by itself. Due to
Swipp’s cost advantage, Swipp’s variable costs will be approximately 25 % of MobilePay’s variable costs

(assuming that initiative #1 with a payment card solution is implemented).

9.4.2.1 Design of expansion — initiative #2

It is necessary to overcome the first-mover advantage that MobilePay has from establishing a large user
base by balancing incentives between user sides with pricing, as Eisenman et al. (2006) suggest. At launch,
PayPal offered visitors 15 USD for signup and opening an account (Staykova and Damsgaard, 2015a). By
applying negative pricing, Swipp should also be able to increase the reach of the platform since a monetary

incentive as negative pricing can attract more users (Anderson, 2009).

77



As the initiative can be costly, it is often limited to what degree it is possible to apply. However, as Swipp
holds significantly lower variable costs compared to MobilePay, this should to some extent be possible, due

to Swipp's potential competitive advantage on cost.

Shapiro and Varian (1999a) suggest asking three questions before applying negative pricing, which we

answer in relation to Swipp to sharpen the initiative:

1. If Swipp offers negative pricing to potential and existing users, will they use the product
and will network effects be enhanced?

2. How valuable is the created user base for Swipp, and how and when will Swipp start to
earn revenue?

3. Is Swipp, if doing this, overly optimistic in the bidding war, whereas MobilePay is more

realistic?

Answer 1) It is fair to assume that network effects will be enhanced from this initiative, as it is to attract
more users. Swipp has applied negative pricing initiatives earlier, though, the initiatives were not tied to
ongoing usage but only tied to sign up to the platform and one single action as buying a bottle of water or
request to win a competition (Appendix B). New negative pricing initiatives should to a higher degree be

tied to ongoing usage and signup rather than only signup.

Answer 2) Swipp plans to profit from their money side of merchants, but it is necessary to establish a large
user base to attract merchants and enhance cross-side network effects that create value for the money side
of merchants. It is hard to estimate when Swipp will generate a profit, but MobilePay still invests significant
money in the development of the platform (Olsen, 2016) and we expect that Swipp needs to make
substantial investments before earning profits from the initiative on the longer term. Though, it seems to
be the only opportunity for Swipp, as more users (increased reach) are required before strategic initiatives,

that increase the range of the platform, can be conducted.

Answer 3) Whether this initiative is overly optimistic or not is difficult to assess. Though, it is possible to
apply Swipp's cost advantage, e.g. by paying a small amount for each transaction a user conducts, either
p2p, c2b, or maybe both p2p and c2b, and still keep Swipp's variable costs lower than MobilePay's
(Nyholm, 2015). The initiative might be optimistic, but the initiative applies Swipp's competitive advantage

on costs, and therefore they should offer negative pricing to increase the reach of the platform.
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e 2 * Apply negative pricing @

Increase in reach

9.4.2.2 Timing and order of expansion — initiative #2

The timing of initiative #2 is critical, as it is essential to be successful in attracting as many active users as
possible for the resources dedicated. By preannouncing the initiative, Swipp might be able to get media
attention, but the initiative should also be coordinated with relevant stakeholders. The more exposure
gained from media attention, the larger the chance for success. MobilePay was hugely successful at their
launch e.g. due to their initiative to send messages to users that were not signed up to MobilePay
(MobilePay demofilm, 2013), and if Swipp can include social media elements and word-of-mouth
marketing, this should increase the chances of succeeding. Therefore, detailed coordination, which includes

timing of expansion, is essential to maximize output.

It is required that all people can access the Swipp platform before launching this initiative, as the primary
purpose of the initiative is to enhance network effects. To get the most attention, the initiative can be
launched simultaneously with initiative #1 that enables all users to join the platform. Thereby Swipp sends
a powerful signal that all potential users can access Swipp and that Swipp is really committed to attracting

users by applying negative pricing.

Whether MobilePay will respond to initiative #2 is uncertain, as MobilePay already has higher variable costs
from each transaction compared to Swipp. If MobilePay also applies negative pricing, their variable costs
will increase further, and due to the potential lack of motivation to respond identified in section 9.3, this
might be an initiative that MobilePay will not respond to as it does not enhance MobilePay's position as

MobilePay is already close to market saturation in number of users.

9.4.2.3 Implications — initiative #2

By applying negative pricing, the intention is to compensate existing and potential users for Swipp's weak
network effects and thereby attract more users and increase usage of Swipp’s platform. Pricing is
suggested as a tool to overcome the barriers that are established because of MobilePay's competitive
advantage on a large number of users and derived strong network effects. As the payment process for both
p2p- and c2b-transactions are quite similar for Swipp's and MobilePay's customers (Appendix E) and multi-
homing costs are low, Swipp should be able to attract new, active users by applying negative pricing. Some

of this usage might to some extent decrease the usage of MobilePay if users get a monetary incentive to
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conduct the same transaction through Swipp as they intended to do on MobilePay. Thereby, Swipp might
succeed in attracting users by applying their potential competitive advantage on cost and simultaneously
weaken MobilePay's strong network effects. Thus, Swipp limits one of the factors that enhance MobilePay's
chance to turn the market into a winner-take-all market and increase number of users. We will now
introduce initiative #3, which has the purpose to lower switching costs by imitating features offered by

MobilePay.

9.4.3 Imitate features — initiative #3

hn‘
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#3 Increase range

¢ Imitation of
features

In addition to the core of the platform consisting of users and merchants that can make p2p and c2b
payments, MobilePay has increased the range of the platform by introducing a periphery of new features,
which include receipt storage in collaboration with Storebox, a bonus scheme, a merchant location finder,
and a preorder function. Swipp does not offer its users this functionality, and therefore needs to imitate

these features to make sure users are not worse of regarding features, compared to using MobilePay.

MobilePay has not launched significant updates to any of the four additional features within the last
months. The reason might be that these specific features have reached the level of usage that MobilePay
wanted, though it is difficult to conclude definitively to what degree the features are a success for
MobilePay. Though, if just a share of the users finds the features valuable, Swipp might have an incentive to
imitate them and thereby minimize switching costs for the users of MobilePay, which are potential users of
Swipp. This is to ensure that the users who are attracted by initiative #2 on negative pricing are not worse
off by using Swipp instead of MobilePay. The features are also required to further development the

platform, which will be elaborated in section 9.4.4.
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9.4.3.1 Design of expansion — initiative #3

By introducing the four suggested features, Swipp is imitating features from MobilePay to increase the
range of the platform. The intention with initiative #3 is to ensure that the users attracted to Swipp are not
worse off by using Swipp rather than MobilePay. We further suggest Swipp to create a migration path from
MobilePay's receipt storage feature so that receipts from multiple sources can be stored in Swipp. Storebox
was earlier an independent startup, which is now owned by NETS (Zigler, 2015). As NETS is also to enter the
mobile payment market (Grgnnemann & Johannesson, 2015), it is difficult to assess whether Swipp can tap
into this solution or if they have to develop a solution themselves. If own development is required,
MobilePay has a first-mover advantage, as Swipp has to develop another solution instead of collaborating
with Storebox as MobilePay does. This can be costly, but the initiative is essential to conduct the next

initiatives #4A and #4B.

As Swipp has not imitated MobilePay’s features yet, Swipp has the opportunity to imitate the features,
optimize them, and earn second-mover advantages from the imitation approach. Swipp can, however, face
a disadvantage of being a second-mover if the agreement between MobilePay and Storebox do not allow

Storebox to collaborate with competitors on the same market.

e Imitation of features: @
. ,
Intiative #3 Reciept storage o
S © Bonus scheme oI
* A store location finder Neee
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9.4.3.2 Timing and order of expansion — initiative #3

As this initiative includes a number of independent features, these can be launched individually or together
as one larger initiative, and some of the features can even be applied with initiative #4A and #4B. It is
important to launch these features before the introduction of the features suggested in the next section on
initiative #4A and #4B. As the initiatives are imitating features already initiated by MobilePay, MobilePay
cannot respond to the replication, though, it does not exclude MobilePay from improving the features or
introduce new, additional features. Therefore, Swipp needs to monitor MobilePay, to imitate what they

find relevant to imitate.
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9.4.3.3 Implications — initiative #3

Imitating features is not a significant strategic initiative that shifts the market power from MobilePay to
Swipp. Further, the initiative does not apply Swipp's potential competitive advantage on costs nor does it
weaken MobilePay's strong network effects. However, Swipp should implement these features and thereby
increase the range of the platform, as it will ensure, that no users attracted by initiative #2 on negative
pricing are worse of in accessing features compared to MobilePay. Further, the features are needed for the
next strategic initiatives. With this initiative, Swipp’s platform expands from being a two-sided platform to
a multi-sided platform if Swipp manages to create a partnership with Storebox. Further, the features
minimize switching costs if any users consider to multi-home and increase usage of Swipp and decrease

usage of MobilePay.

9.4.4 Strengthen interaction between merchants and users — initiative #4A and #4B

= B o B &

MobilePay collects revenue from merchants due to strong cross-side network effects between the
merchants and the large user base. Similarly, Swipp’s plan is to collect revenue the same way from July
2016 (Priser for brug af Swipp, 2016). As MobilePay is soon to meet market saturation regarding users
(MobilePay 2015 — aret i tal, 2016), MobilePay’s cross-side network effects between merchants and users

cannot be enhanced much further without introducing additional features.

As there is a strong connection between network effects and pricing, Swipp has a window of opportunity to
challenge MobilePay’s dominating position, at least until the PSD2 regulation possibly enable MobilePay to
lower its costs (Christensen, 2015a). Therefore, Swipp should take a larger strategic initiative to enhance
the relation between users and merchants to increase the value of the transactions. This initiative has two
purposes: Increase user value and increase merchant value without increasing costs for merchants or users.

We introduce this through initiative #4A and #4B.
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9.4.4.1 Design of expansion — initiative #4A and #4B

The previous initiatives suggested in this analysis have focused towards ensuring a proper infrastructure
(initiative #1), attracting more users to increase the reach of the platform (initiative #2), and imitate
features from MobilePay to increase incentives to multi-home (initiative #3). Initiative #4A and #4B is solely
innovative as the intention is to increase the range of the platform by introducing new features to users

that MobilePay does not already offer.

By providing features that are new to the market, Swipp should be able to attract more users as they are
given a higher incentive to multi-home. Further, the initiative should also offer advantages to merchants
that MobilePay does not provide, with the purpose of attracting more merchants and maybe, on the long
run, draw some of MobilePay's merchants due to better functionality, lower price and access to a similar

amount of users.

If Swipp has to challenge MobilePay's dominating position, we find it necessary to create a larger platform
ecosystem around shopping rather than just facilitating c2b payments. The suggested initiatives, therefore,
consist of a number of new features with the intention of enhancing cross-side network effects, create lock-
in effects, and still keep costs low for merchants (initiative #4A). Further, the initiative will increase Swipp's

market power within retailing (initiative #4B).

The strategic initiative we suggest Swipp to execute will increase switching costs for users and make
shopping more convenient by integrating the following elements of shopping into the Swipp platform

(initiative #4A):

e Shopping list: When shopping groceries, people can create shopping lists on paper to remember
what to buy or write a shopping list on their smartphone. To encourage people to use Swipp to a
larger degree, Swipp should facilitate that users conveniently can write a shopping list in the app
through a new feature.

e Suggest purchases: However, a shopping list needs to be intelligent to increase convenience for the
users. By applying big data, an intelligent shopping list can recommend purchases due to
knowledge on prior purchases, suggest purchases by applying knowledge about other users that
purchases similar goods as the particular user, and suggest season-dependent groceries. The
intention is to make it easier for users to remember to buy everything needed, by applying big data.

e Suggest where to buy goods: If users adopt Swipp’s shopping list functionality, Swipp may get an
opportunity to increase value for merchants from cross-side network effects between users and

merchants. By having an extensive network of merchants, through the shopping list, knowledge on
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what groceries the users want to buy, it may is be possible to create a feature that suggests users
where to buy the groceries they need, and e.g. optimize purchases for the user on other
parameters such as “shortest distance” or “cheapest price”. If the Swipp platform should be able to
optimize on “shortest distance” it is required for Swipp to imitate the feature from MobilePay on
store location, as it needs to know the user’s GPS location and where the merchants are situated
(suggested in initiative #3). To be able to suggest the “best offer” Swipp should utilize the same
technology as the Danish app eTilbudsavis and tilbudsaviseronline.dk, which offers its users access
to online advertising circulars, and potentially partner with them to merge their services into
Swipp’s platform. With this initiative, Swipp can attract customers to the stores that are connected
to Swipp and deliver information to users on prices and what goods the merchant sell. The
functionality can potentially move customers from stores not connected to Swipp towards stores
that are a part of Swipp's platform. By doing so, Swipp is also able to attract more customers to the
stores and offer them additional goods when they click — "where to shop groceries", and thereby
increase sales for merchants.

e Bonus system: If Swipp imitates MobilePay’s receipt storage feature, Swipp could compare the
user’s shopping lists to their actual purchases and offer different kinds of bonuses if the users 1)
use the shopping list, 2) buy groceries in a store having Swipp, and 3) pay with Swipp. By doing this,
Swipp effectively creates a lock-in effect that ties the user to go through all three steps, which
increase value for both users (increased convenience) and merchants (increased sale). Thereby
Swipp increases switching costs for both users and merchants. Finally, Swipp users lose potential
bonuses every time they do not use the shopping list, buy groceries in a store that receive Swipp

payments, and pay with Swipp.

¢ New features:
» Shopping list
® Suggest purchases
* Suggest where to buy goods
* Refined bonus system

Initiative #4A

Increase in range

In addition to the above suggestions, Swipp should also try to bundle additional functionality to the
platform to turn the platform into a shopping and payment ecosystem rather than just a payment platform

(initiative #4B).
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A well-known approach to developing digital platforms is to create strategic partnerships that can leverage
the platform by bundling features. Swipp should expand the architecture and thereby the range of the
platform by creating either strategic partnerships, merge with, or acquire functionalities provided e.g. by
the Danish company eTilbudsavis that offers access to online advertising circulars (Tilbudsaviser, 2016).
Further, we also suggest Swipp to collaborate with online retailers as the Danish Company Nemlig.com

(Nemlig.com, 2016) and Osuma (Dagligvarer lige til dgren, 2016) (initiative #4B).

The intention is to enable its users to browse online advertising circulars on the Swipp platform and easily
add goods to the shopping list. Hereafter, Swipp and merchants can profit from the earlier suggested

initiatives that increase Swipp-user's incentives to do their shopping in a store that collaborates with Swipp.

According to Simonsen (2015), online grocery shopping is not successful in Denmark yet and online grocery
shopping is much more common in England. However, by bundling Swipp to one or more online retailers as
Nemlig.com and Osuma, Swipp would be able to make shopping even more convenient for the users, as
they have the choice between letting the app suggest the cheapest store, shortest distance, or an online

store that delivers all goods.

We expect these initiatives to increase the number of c2b payments through the Swipp platform due to
increased convenience in shopping and thereby enhance cross-side network effects among users and
online supermarkets. Further, it can potentially change or move the market power within retailing and
advertisement in retailing to Swipp. The initiatives also increase convenience in shopping for users and
make it easier for people to shop. As section 3 on money describes how innovation within payment has
decreased transaction costs within trade through history, this is an example of how mobile payments can
further reduce transaction costs. Finally, the initiatives can increase switching costs and lock-in users to
Swipp's platform without increasing costs for either users or merchants, as the suggested features do not
create additional variable costs for Swipp, but rather open for new revenue streams. This will be elaborated

in section 9.4.5 on initiative #5.

Initiative #48 MUCTACCITICE
[\le (=== 11 =ly)e-. | ® Browse online advertising circulars
e Enable only grocery shopping

JU

By implementing initiative #4A and #4B, users will experience this process in buying groceries through the

Swipp app:
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¢ Through the Swipp app, users can browse advertising circulars.

Browse online
advertisement

¢ When browsing advertising circulars users can add the groceries they intend to buy to the
Add goods to shopping list in the app. The app can suggest additional purchases from knowlegde gained
oo from prior purchases and other user's purchases.

list

* The users can ask the app to pick e.g. the nearest store or the cheapest store of where the )

goods can be bought. The user can also decide to buy the groceries through an online
merchant that will recieve the order and deliver the groceries.

* The specific stores can further suggest additional purchases or special discounts. )

¢ In stores: The users pay the groceries with the Swipp app.
Pay with ¢ Online: After confirming the order when picked an online store, the users pay by swiping.
Swipp )

¢ In stores: When paid the purchases with Swipp, the app can offer a bonus, e.g. discount on
next purchase, for each purchase that initially was added to the shopping list.

¢ Online: The users are given a bonus after paying for the online purchases.

Figure 11: New shopping and payment process users will experience through the Swipp app after introducing initiative
#4A and #48B.

9.4.4.2 Timing and order of expansion — initiative #4A and #4B

As initiatives #4A and #4B involve several elements and have a large impact on both users and merchants
and suggests adding online supermarkets and online advertising circulars to the Swipp platform, timing is
essential to execute this successfully, as it involves a number of stakeholders who need to coordinate the
expansion. The initiative can potentially create significant value for both users and merchants and increase
Swipp's bargaining power within retail. Though, users are required to get used to much new functionality,
and therefore preannouncements are important to communicate what users and merchants will

experience from the new features.

MobilePay has not launched similar initiatives. Therefore, Swipp has the potential to create first-mover

advantages on these initiatives e.g. by attracting the largest online retailers and the largest online

86



advertising circular platform, as Swipp should try to get exclusive agreements with the online retailers and
the online advertising circular platforms, eTilbudsavis and tilbudsaviseronline.dk. Further, Staykova and
Damsgaard (2015b) argue that expansion into new platform sides can be the best chance for a second-
mover to take the position as market leader, as an introduction of new user sides to the platform can add
significant value for existing user sides. Therefore, Swipp should keep much attention to these initiatives, as
it seems to be one of the best chances to change the power in the Danish market for mobile payments or at
least take market shares. The suggested initiatives represent a vast increase in the range of the platform,
and it is not certain that Swipp users will adopt and use all features if launched at once. Therefore, it is

important to engage users and merchants in the development and focus on the user experience.

The ability to create the partnerships is limited as there are only a few established online retailers and
online advertising circulars are primarily facilitated by the company etilbudsavis.dk and
tilbudsaviseronline.dk. If Swipp manages to create at least one exclusive partnership with online grocery
stores (preferably more) and collaboration with eTilbudsavis and/or tilbudsaviseronline.dk, it will be
difficult for MobilePay to imitate the initiative. Therefore, Swipp might earn significant and valuable first-

mover advantages from initiative #4B.

9.4.4.3 Implications — initiative #4A and #4B

The two initiatives #4A and #4B is a bundle of new features that increase the range of the platform. If
Swipp manages to make exclusive agreements with online retailers and an online advertisement circular
platform, it might take time for MobilePay to imitate similar solutions or substitute them. With the
initiatives, Swipp offers both users and merchants more functionality at a lower cost compared to
MobilePay. Therefore, these initiatives are essential in challenging MobilePay, as it potentially can establish

first-mover advantages.

If Swipp manages to launch this successfully, it is possible to get supersede MobilePay regarding provided
features offered to users and merchants, and further, the initiatives suggest to create new sides on the

platform that can create more value to the relationship between users and merchants.

Though, the initiatives require that Swipp still keeps their costs for merchants low, to maintain a strong

value proposition by applying the potential competitive advantage on cost.

By applying new features, existing MobilePay users are given a larger incentive to multi-home and also use
Swipp. Further, the different functionalities such as the receipt storage, bonus program, and shopping list

features create lock-in effects on the Swipp platform.
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The most interesting initiative is the opportunity to engage with online retailers and implement online
advertising circulars on the platform as this have the potential to create new revenue streams for Swipp.

This has several interesting implications, which will be elaborated in section 9.4.5.

The two initiatives are by far the largest development of the platform, and it might require significant
managerial capabilities, resources, and funds. Though, as identified in section 9.3.1 on resource similarity,
Swipp has access to funds and human capital through owners, and if the initiatives require resources larger
than Swipp possess, we assume that the owners are willing to invest these resources, as it is required to

challenge MobilePay’s position.

The initiatives are not impossible for MobilePay to replicate, and if MobilePay does so, their access to big
data on purchases might be larger than Swipp's. MobilePay might be able to replicate initiative #4A,

however, initiative #4B might be harder to imitate as the number of established companies within online
retailing and advertising, that are potential partners, is limited, and if Swipp manages to create exclusive

agreements, at least within a given period, Swipp will gain significant first-mover advantages.

Initiative #4B on different collaborations might enable Swipp to create new revenue streams. This will be

elaborated in the following section.

9.4.5 Opportunities for new revenue streams — initiative #5

== 8 @© =&

Initiative #4B might enable Swipp to create new revenue streams on the platform by bundling other value
chains that MobilePay do not control today, into the Swipp platform. Anderson (2009) describes that one
platform can commoditize another platform's revenue stream by offering the same service freely. If Swipp
applies its potential, competitive advantage on costs and manages to get first-mover advantages towards

online retailing and advertising circulars, it might be possible to commoditize MobilePay's revenue stream

88



from merchants. Therefore, Swipp should try to commoditize MobilePay's existing revenue stream from

merchants, to challenge MobilePay's opportunity on profiting long term.

9.4.5.1 Design of expansion — initiative #5

If Swipp launches collaborations with online retailers, Swipp could profit from this as it will attract more
customers. Further, bundling of online advertising circulars into the platform creates more exposure of the
discounts provided by the stores, and this increase value for advertisers. The features will increase the
scope of the platform by adding new sides that can collect revenue, as it is valuable for online retailers and
advertisement platforms. The exposure might also increase sales for online retailers and conversion rates

for advertisers.

These new potential revenue streams might enable Swipp to keep both the user side and the side of
physical merchants subsidy sides. Expanding the platform into two new sides requires time, however, if
Swipp meanwhile turns its potential competitive advantage on costs into a competitive advantage and
attracts more users, Swipp might be able to commoditize MobilePay’s revenue streams from merchants.

This will be a severe challenge for MobilePay if they do not manage to create new revenue streams

ibatreris ¢ Collect revenue from new sides \

\ e | |

(e =l ® Try to commoditize MobilePay's —
revenue stream

9.4.5.2 Timing and order of expansion — initiative #5

It is an important decision whether to capture revenue from other sides than initially planned. Therefore, it
is necessary to ensure that partnerships are negotiated before publicly announcing anything, along with
announcing that merchants in the future are not to pay for C2B payments. Further, as the initiative is to
establish first-mover advantages for Swipp that makes imitation difficult for MobilePay, it is necessary that

MobilePay does not know about the initiative before negotiations with relevant collaborators are ended.

On the other hand, preannouncement of the initiative is highly required as the success of the initiative to a
large extent depends on user's adoption of the new features. When Swipp has managed to negotiate
agreements with online retailers and an online advertising circular platform, it is important to preannounce
the initiatives to shape user expectations and attract more users to the app by the expectation of useful

features that are soon to be launched.
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It is possible for Swipp to launch the new sides without revealing the intention to demonetize the market
for c2b payments, though, as all sides interrelate on the platform, the correlation between

preannouncements and actual actions highly influence whether the initiative will be successful or not.

Swipp risks losing their potential competitive advantage on costs within a few years due to the new PSD2
regulation, which might enable MobilePay lowering their costs. Therefore, we argue that Swipp should be
proactive and take the risk from MobilePay replicating the features, by preannouncing the initiatives as
soon as the partnerships are established, but the actual decision should also depend on the degree of

success with the previously suggested initiatives (#1, #2, #3 and #4A).

9.4.5.3 Implications — initiative #5

The initiative of adding new sides to the platform has large implications. The purpose is to create new
revenue streams and challenge MobilePay's dominating position by commoditizing MobilePay's existing
revenue stream and further to create first-mover advantages that limit MobilePay's ability to imitate the
new functionalities that Swipp launches. The intention is to establish an ecosystem around shopping
instead of merely a payment solution between merchants and users, and thereby increase value for users

and merchants.

There are certain risks affiliated with this, as preannouncement can increase the risk that MobilePay tries to
imitate the initiatives. On the other hand, a preannouncement of free c2b payments in the future can be a

lever to success in the initiative.

This initiative is an important step in challenging MobilePay's dominating position as it has the potential to
undermine MobilePay's revenue stream. If Swipp is successful in this, MobilePay has to develop new
revenue streams to secure long-term profitability of the platform. Though, we also note, that after
increasing range in such a degree as suggested, Swipp needs to increase reach significantly afterward

before making more initiatives to increase range.

If Swipp is successful in launching these features, users are given strong incentives to multi-home. As the
initiative further requires that Swipp has managed to enhance its network effects prior, they have, if
successful, managed to decrease the level of the WTA-dynamics and challenge MobilePay’s position in the

market.

9.4.6 Conclusion on attack strategy for Swipp
This section outlines our suggested attack strategy of five initiatives on how to challenge MobilePay's
dominant position in the market for mobile payments. The strategy includes an initiative #1 that enables all

potential users to access the Swipp platform, though, the expected amount of new users attracted by this is
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limited. Further, initiative #2 should attract more users to Swipp's platform by applying negative pricing.
Assuming that this initiative will increase the reach of the platform, Swipp should implement initiative #3 to
imitate MobilePay's features with the purpose of ensuring that no users are worse of switching from
MobilePay to Swipp regarding functionality. Hereafter, initiative #4A and #4B introduce new features to
create an ecosystem around shopping rather than just payment, and finally, initiative #5 contains an

application of initiative #4B that might enable Swipp to commoditize MobilePay's revenue stream.

The execution of the strategy has to be conducted in the suggested order, as the increase in reach is a
prerequisite to increasing the range of the platform. Further, the recommended initiatives with the
purpose of increasing the range of the platform also rely on each other; hence it is necessary to create the

features in the suggested order.

The strategy assumes that Swipp is successful in each step. As identified in section 9.3, we do not consider
that MobilePay will respond to all initiatives taken by Swipp, but one must assume reactions from

MobilePay on some of the initiatives. However, a competitor's reactions are difficult to predict.

WTA-dynamics in a market is not static, and initiatives from both Swipp and MobilePay can change the
strength of network effects and the level of multi-homing costs. Though, the strategy does not suggest
implementing further special features in addition to Swipp's higher spending limits, as we have not
identified opportunities in this. To what degree the recommended strategy is enough to challenge
MobilePay's dominating position is difficult to assess, though, we expect that the suggested strategy will

enable Swipp to enhance its position in the market significantly.
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10. Discussion

The intention of this section is to broaden the perspectives of the thesis and its implications. We will
discuss prominent findings within the actual case study, the practical implications related to the case study
and the implications of the applied theories. Further, the limitations of the thesis are discussed and finally,

we will recommend further research.

10.1 Prominent findings

We find that Swipp as a second-mover in the Danish market lacks significant reach on the platform, which
means that they need to increase the number of users in order to challenge MobilePay’s position. Firstly, it
is required to implement a card payment solution and a Windows Phone App to allow potential users to

join Swipp, as it is essential that all potential users can access the platform.

Secondly, Swipp possesses a potential competitive advantage on low variable costs due to their technical
solution. Swipp can apply this to attract more users through negative pricing while simultaneously

weakening MobilePay’s strong network effects.

Thirdly, Swipp needs to introduce new functionality on the platform to increase user’s incentive to multi-
home. The analysis examines how some of these new features might enable Swipp to commoditize
MobilePay’s revenue stream, which is a central element in challenging MobilePay’s dominating position.

These features should seek to apply Swipp’s potential competitive advantage.

Whether Swipp will be able to challenge MobilePay’s dominant position or not is unsure. We find that
Swipp is in a difficult position, but the suggested strategy might enable Swipp to create a strong second-

mover position in the market.

10.2 Practical implications

We suggest a strategic roadmap for Swipp on how to challenge MobilePay’s dominant position by applying
company resources. The strategy consists of five steps that are necessary to conduct in the suggested
order, as it is a prerequisite for Swipp to increase the number of users before increasing the scope of

Swipp’s platform.

The first initiatives are mostly inward looking ensuring proper infrastructure and attracting more users,
while the later initiatives add new features, not provided to the market yet, and to try to challenge
MobilePay by commoditizing their revenue stream. If Swipp implements the strategy, they should be aware

that it attracts MobilePay’s attention and increase competition.
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Increased competition can spur a need to take additional initiatives during execution, which is also

presented by Chen (1998), who states that motivation to react to competition can increase as competition
increases. Therefore, Swipp should not consider this a final strategy that can be executed in any case, but a
conceptual roadmap that needs to be adjusted during implementation, as strategies cannot be considered

static but a dynamic tool that has to take market conditions into consideration.

10.3 Theoretical implications

As the Danish market for mobile payments has not turned into a winner-take-all market, the thesis applies
Barney’s (1991) perspectives on resource based view to identify platform specific resources for Swipp and
MobilePay. The purpose is to identify capabilities and resources for both platforms. Though, as the
resourced based view is inward looking in its nature, the thesis applies Chen’s (1991) perspectives on
resource similarity, market communality, and awareness, motivation, and capability, enabling us to study
how Swipp can apply its resources to challenge MobilePay. By combining the resourced based view with
platform theory on network effects, user costs, pricing dynamics etc., the theoretical body enables us to
identify case-specific information on both platforms, which is the foundation in identifying how Swipp can
challenge MobilePay. Though, other theoretical perspectives could also have been applied on how Swipp,
on a longer term, can challenge MobilePay. This will be discussed in section 10.4 on limitations and section

10.5 on recommendations for further research.

10.4 Limitations of the research

To sharpen the scope of the thesis, some limitations have been made.

10.4.1 Access to Swipp

Swipp’s initial interest in participating in an interview changed through the process of writing the thesis.
Therefore, the analysis is conducted on data accessible through secondary data sources. Though, as the
development of Swipp and MobilePay has attracted relatively large public attention, much information on
the actual conditions in the platform battle has been published, and through the study, we have managed
to answer a very large part of the initial questions we intended to ask Swipp by reading secondary data
sources. As the thesis research the actual market situation with no clear winner-take-all dynamics, it takes a
short-term perspective applying actual resources. Therefore, the study has only been limited to a small
degree by the missing access to Swipp, as much information on resources has been accessible. Though, an
interview with Swipp would have provided better insights on organizational capabilities, which would have

provided relevant information on what competences Swipp might need to execute the suggested strategy.
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10.4.2 Empirical scope: Time

In the process of writing this thesis, both Swipp and MobilePay have launched new initiatives, which are
taken into consideration in the analysis. The initial intention was not to consider any new information after
the intended interview with Swipp, as this would have violated the premises the interview was made on. As
additional initiative from Swipp and MobilePay in smaller or larger degrees changes the conditions for the
analysis, we decided not to include new market information after the 1st of May 2016, which include that
we do not consider the forthcoming entrance of Coop and Nets on the market for mobile payment, as they

have only revealed very little relevant information.

10.4.3 Empirical scope: Geography

Mobile Payment solutions are developing rapidly in many countries, and especially the Scandinavian
countries are leading this development. Swipp’s technical solution is only designed to operate on the
Danish market, but MobilePay’s solution has enabled them to enter both Norway and Finland. Further,
Danske Bank is also collaborating with large Swedish banks on the solution called Swish. Though, to get a
clear picture of the competitive situation, we have only considered the Danish market for mobile payment,

as nothing indicate that Swipp consider to expand their solution to other countries.

10.4.4 Theoretical limitations

The thesis applies a number of relevant theories, primarily related to platform-specific dynamics, firm
resources, market dynamics, and competitive dynamics, to answer the research question. Though, the
thesis could also have shed light on the case through other theories to answer the problem statement from

additional perspectives.

If the market had WTA-dynamics, theories say that Swipp should consider challenging MobilePay through
an envelopment attack (Eisenman et al., 2007) or through creative destruction (Staykova and Damsgaard,
2015a). However, as it was possible to identify a feasible strategy through a resource-based view, we
decide not to elaborate on more radical strategies like creative destruction and envelopment, which would

have been riskier and costly.

The thesis could also have been further elaborated with theory from Christensen (1999) on new market
disruption and low-end disruption. By applying these theoretical perspectives, it might have been possible
to analyze the case on a long-term perspective for how Swipp can challenge MobilePay by introducing new

technology that will make MobilePay’s solution technologically inferior.
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Further, section 9.4.5 in the analysis suggests Swipp to commoditize MobilePay’s revenue stream by
creating new revenue streams to Swipp’s platform. If Swipp manages to do this, it could be an example of a

company that increases its power through vertical integration within the value chain.

Bresnahan and Greenstein’s (1999) thoughts on industry structures within the computer industry could
have been applied to a larger degree to analyze the implications of this. Further, Bresnahan and Greenstein
(1999) argues that platforms over time will suffer from a need to create backward compatibility, which at
the same time might prevent a platform to adopt newer and more efficient technologies. This concept of

platform erosion could have been applied as a long term perspective for Swipp.

Finally, Gawer and Cusumano (2008) describe the broader concept of platform tipping, where platform
battles include technical standards and incompatible technology, sales, pricing, marketing, product
development and coalition building. The concept of tipping is to establish platform leadership by “tipping”
the market into favoring the platform’s technology over another platform’s technology. Though, due to the
scope of the thesis, and as multi-homing costs are low in the mobile payment market, we found it more
fitting to apply a resource perspective to identify Swipp’s opportunities in challenging MobilePay’s

dominating position.

10.5 Recommendations for further research
The field of mobile payment solutions develops rapidly in these years. This opens for a number of different

interesting topics for further research. Below, we will introduce our recommendations for further research.

10.5.1 EU regulation

The topic has been slightly touched in the thesis. A new regulation (PSD2) is being implemented within the
next years to lower the costs of monetary transactions costs within EU. This would be interesting to study,
as decreasing costs might change the market power within mobile payments, and challenge MobilePay’s
dominating position, as established institutions might get challenged by other companies within the
industry, from startups, and from large international firms from other industries. Here, the theories on
creative destruction, envelopment are very relevant to consider as new entrants can apply these methods
when entering the market. The regulation is further to eliminate Swipp’s potential, competitive advantage

on costs.

10.5.2 The entrance of large companies
As large companies can enter a market that is already highly competitive, this fosters interesting
perspectives on entry strategies. If Google, Apple, Snapchat and/or Facebook enter the market, it is

relevant to study how an efficient envelopment strategy can be conducted, where such firms should attack
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in the market, and how many resources are required to enter the Danish market. Further, this entrance

might also open for interesting partnership opportunities within the market.

10.5.3 How should MobilePay protect its position

As this thesis examines how Swipp should challenge MobilePay’s dominant position it could also be
interesting to examine how MobilePay can protect its position. MobilePay’s large user base creates strong
network effects, which represent a competitive advantage, but if Google, Apple, or Facebook, who all have
a significant number of users, enters the market, MobilePay could be challenged much more compared to
the threat Swipp represent. Therefore, if some of the larger companies preannounce that they will enter
the Danish market and reveal information on how to enter the market, studies on how MobilePay can

protect its position will become highly interesting to conduct.

10.5.4 The entrance of NETS and COOP

The thesis does not analyze the upcoming entry of the payment processing company NETS, and the large
retailer, COOP. Though, preannouncements from the companies confirm the findings from the analysis that
the market has not turned into a winner-take-all market, as the two established companies are to enter the
market in the near future. Limited information has been revealed about their specific solutions, but if the
two companies launch as preannounced in autumn 2016, this will change the competitive situation in the
market. The entrance of NETS with ‘Mobil Dankort’ is interesting as most Danes already have a ‘Dankort’
and many payment terminals are already prepared for NETS’ mobile payment solution. This might be a
challenge for MobilePay, and further, the entrance of the two competitors’ might also decrease Swipp’s
position further, if significant strategic steps are not soon taken by Swipp. The upcoming entrances,

therefore, open up for interesting studies on the new market dynamics with four resourceful competitors.

10.5.5 Nordic perspectives
Within the Nordic countries, the Fintech sector is rapidly developing. In Sweden, the companies Swish,
Wywallet, and SEQR are competing against each other, and in Norway, Danske Bank has introduced

MobilePay that competes against mCASH.

General perspectives can, therefore, be compared within the Nordic region. The Swedish solution, Swish,
e.g. builds on a similar technology as the Danish company Swipp. The Nordic countries, therefore, spur
interesting opportunities for competitive studies across the markets. Studies could identify similarities and
differences on competitive dynamics, individual growth strategies and identification of resources and
capabilities across the platforms. This knowledge might enable a translation of industry specific conditions

to identify empirical findings on how platform leadership is obtained.
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10.5.6 Mobile payment implication on market transactions

Section 3 outlines the history of money and identify the conditions required to establish an efficient
payment system. Mobile payment increase divisibility in payment, as it is not required to have the exact
amount of cash to pay p2p due to mobile payments. Further, the analysis also suggests creating an
ecosystem around shopping instead of just facilitating c2b payments. As mobile payment takes a larger
share of the market within payments, the effect in terms of number of transactions, transaction sizes, and

more general implications on society from this development in mobile payments is interesting to research.

10.5.7 Long term challenge of MobilePay

As mentioned, the thesis applies a resource-based view to identify what Swipp can do to challenge
MobilePay’s dominating position in the market for mobile payments. If multi-homing costs had been
higher, it would have been even more difficult for Swipp to challenge MobilePay’s dominating position. As
stated in section 10.4.4, a number of theories could have been applied to identify long-term perspectives in
challenging MobilePay. It would therefore be interesting to research platform erosion factors that might
limit MobilePay’s development on the long run. Further, Swipp might also be able to introduce new
technology that can create creative destruction on the actual market. Another strategy might be to create
strategic partnerships enabling an envelopment attack on MobilePay. Finally, the part of the strategy

suggesting vertical integration within retailing could also be an interesting topic to study further.

Though, as a common characteristic for these studies, it is required to get more insights on Swipp’s future
plans and organizational capabilities to conduct these studies on long-term perspectives. Access to Swipp
and collaboration with them is therefore required to conduct the suggested study on long term

perspectives.
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11. Conclusion

The market for digital platforms has within the last decade experienced a rapid development. Both
entrepreneurs and incumbent firms have developed new business models, services, and products including
platforms for lending, crowdfunding, carsharing, dating, social medias, house renting, and movie streaming.
Successful platforms in these industries have managed to attract millions of users, and this fast growth has

spurred our interest to conduct a study of the dynamics on the market of digital platforms.

Contrary to traditional markets with upstream and downstream activities in the value chains, a new set of
competitive dynamics influence digital platforms. Our theoretical review has highlighted winner-take-all
dynamics, affected by network effects, multi-homing costs, and switching costs, which significantly alters
the way platforms compete for market shares in comparison to traditional industries. Further, firm
resources and the state of competition in the market are affected by these platform specific dynamics.
From this theoretical context, this paper has conducted a case study of the Danish mobile payment industry

and sought to answer the following questions:

1. What are the strategic opportunities and obstacles for Swipp in the Danish mobile payment

market facing MobilePay’s dominant market position?

- To what degree do winner-take-all dynamics influence the competitive situation on the

Danish mobile payment market?

- How do Swipp’s and MobilePay’s resources affect the competitive situation on the Danish

mobile payment market?

- How does the market dynamics affect the competitive situation between Swipp and

MobilePay?
We find that the Danish market for mobile payment is characterized by strong network effects and a low
demand for special features, thus creating opportunities for winner-take-all dynamics. Further, the
dynamics within payment systems and implications from digital goods increase the likelihood that the
market turns into a winner-take-all market. MobilePay has managed to establish a significant lead in the
size of the use base. Thus, Swipp may have difficulties in challenging MobilePay’s position as Swipp faces
the chicken-and-egg problem in trying to establish a critical mass of users. The analysis, however, further
finds that multi-homing costs currently are low in the market, increasing the likelihood of users to use both
Swipp and MobilePay. This offers Swipp an opportunity in challenging MobilePay’s dominant position. Still,
strong network effects, the low demand for special features, and the dynamics from payment and digital

goods, which favors the first mover, complicate this task for Swipp.
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Having established that the platform specific dynamics of the market does enable Swipp to challenge
MobilePay, the analysis explored the capabilities and resources of the firms that enable them to attack and

retaliate.

We found that MobilePay has gained a competitive advantage from derived network effects due to its large
number of users. MobilePay launched in May 2013, one month ahead of Swipp, and has been far more
successful than Swipp in reaching its critical mass. Swipp, however, applies a technology that enables
costless account-to-account transactions giving Swipp a potential competitive advantage on costs, which
enables them to take a number of strategic initiatives to increase incentives to use Swipp and multi-home.
Thus, the two firms each have a unique and potential competitive advantage, that can be utilized in the

competitive situation.

Having identified company specific resources for each platform, the analysis examined the degree of
market commonality and resource similarity of the two competitors and the impact on awareness,

motivation, and capability to participate in the competition on platform leadership.

We found that there is large resource similarity and market commonality in the Danish market for mobile
payment. While the two firms do have unique resources available to them, as highlighted in the previous
section, they do to a large extend have their resources in common. Similarly, while there are large market
commonalities, it is also somewhat asymmetric. MobilePay’s focus may to a larger extend lie on
international expansion, the risk of international entrants, and on increasing the range of the platform
rather than reach, since 9 out of 10 Danish smartphone users have downloaded MobilePay. On the
contrary, Swipp needs to increase the reach of the platform by attracting more users. This commonality
asymmetry increases Swipp’s opportunities to take a share of the market as MobilePay might lack the
motivation to react to all strategic initiatives taken by Swipp. Further, MobilePay lack the capability to react
to initiatives, where Swipp applies its potentially competitive cost advantage. Thus, the market dynamics

imply some openings for attack strategies for the two platform firms.

The last part of the analysis outlined a strategic roadmap of five steps Swipp should make to challenge
MobilePay’s dominating position. The strategy argues that Swipp should 1) develop necessary
infrastructure to enable access for all potential users, 2) apply negative pricing, which potentially weakens
MobilePay’s strong network effects, 3) imitate features that MobilePay has developed, and 4) innovate new
features that the market currently does not offer, which increase value for both user groups and generate
lock-in effects. A possible way to do so is to collaborate with online retailers and online advertising circular

platforms to create a shopping eco-system. Finally, Swipp should 5) commoditize MobilePay’s revenue
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stream earned from c2b payments. With this initiative, Swipp can undermine MobilePay’s source of

revenue, and thereby challenge MobilePay’s dominant position.

The strategic roadmap suggests that Swipp can turn its potential competitive advantage on cost into an
actual competitive advantage. However, the suggested strategy does have limitations. A new regulative
from EU (PSD2) might enable MobilePay to lower its costs on transactions within a few years, which can
make Swipp’s potential competitive advantage on costs redundant. Further, the strategy assumes that
Swipp will be successful in each suggested step as a specific order of implementation is required. Finally, it
assumes that MobilePay will not develop other significant revenue streams while Swipp’s strategy is

implemented.

The market seems not to turn into a winner-take-all market within the next coming years, and the Danish
retailer, Coop, and the Danish payment solution company, NETS, have preannounced that they are to enter
the market. This thesis, however, has not identified resources and capabilities, controlled by Swipp, which
are strong enough to significantly weaken MobilePay’s position as market leader in the Danish market for
mobile payments. The suggested strategy, however, can enable Swipp to enhance its position as a strong

and established second-mover in the market.

Competition between digital platforms is increasingly common, as platforms have penetrated more and
more markets. A set of competitive dynamics influences the competitive situation in favor of the first-
mover. However, cases where winner-take-all dynamics are not dominating the market, second-movers can

apply competitive advantages and other resources to challenge a platform leader.

This thesis confirms, that the task for a second-mover to win platform leadership is complicated and not
always possible, even in markets with unclear winner-take-all dynamics. As such, the field therefore leaves

room for much further studies.
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Appendix A: Development in payment systems

Four different pieces of literature describe the conditions required to build efficient payment systems. The

below table describes the conditions required for establishing payments through raw materials, coins,

paper money, e-money/credit card, e-business, and e-cash. Further, the table shows which of the

conditions the different literature have identified.

costs

Jevons (1876) | Westland and | Simplot-Ryl, Pour et al (2012)
Clark (1999) Traoré and
Everare
(2008)
Payment Utility and value
systems as
raw Portability Portability / Ease Portability / Ease of
materials of use use
Coins Indestructibility | Durability Durability
Homogeneity
Divisibility Divisibility Divisibility
Stability of value
Cognizability
Paper
money
E-money/ Privacy Privacy
credit card
Security Security
Flexibility Flexibility
E-business Transaction Transaction costs

Borrowing

Borrowing

Mediating
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Accessibility

E-cash

Anonymity

Anonymity

Psedonymity

Psedonymity

Intraceability

Intraceability

Transferability

Transferability

Double
spending
prevention

Double spending
prevention

Unforgeability

Unforgeability

No framing

No framing

Fairness

Fairness

Recoverability

Recoverability

Auditability

Auditability
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Appendix B: Negative pricing examples

This appendix shows examples of negative pricing Swipp have conducted through 2015 and 2016.

Coffee for 1 DKK, February 2016

7 Swipp G Swipp
Swpp Swipp
Sidste chance i dag! Der er stadig kaffe il 1 kr. i 7-Eleven, hvis du betaler Sa er der kaffe til 1 kr. i alle landets 7-Eleven-butikker — til alle, der betaler
med Swipp. med Swipp!
Sms “KAFFE” til 1440 (koster alm. sms-takst). Sa far du en sms med dit Sms beskeden “KAFFE" til 1440 (koster aim. sms-takst). Sa far du en sms
med dit tilbud, som du blot viser i 7-Eleven. Der er én kop til hver.

tilbud, som du blot viser i 7-Eleven. Der er ét tilbud til hver.

Sa er der ekstra vame og energi il en god fredag. Der skal jo lidt kaffe til at holde energien oppe i den kolde tid

> Stor kaffe til 1 kr. med et Swipp

Stor kaffe til 1 kr. med et Swipp
Sidste chance!

Winner of 25.000 DKK, second competition, January/February 2016

™ Swipp
7 Swipp SWPP 5 februs
Hent Swipp og anmod om 25.000 kr. til telefonnummer 27 27 17 27. Sa enspeenringen indire! og »vi hafundeken wdent,ce.2.. 000kt
D. 8. februar traskker vi lod om 25.000 kr. blandt alle anmodninger. STORT tillykke til Alberte fra Silkeborg, der lob med de mange kolde
s 2 kontanter! Vi har vasret direkte i kontakt med Alberte og kan afslere, at hun
rv:;sel:fee::;enrde::;g. rl!:rfaro.erfcn en masse kolde kontanter til blev ret glad for den gode nyhed
vi 2. nere
Tak for jeres deltagelse og den gode stemning - Swipp onsker jer alle en

nigtig god aften!

>Vinderen af anmod-konkurrencen
er Alberte fra Silkeborg. Stort tillykke!

-
L —
> Hent Swipp og anmod om
25.000 k. til 27 27 17 27 & -
Swipp
De i Synes godt on Kommenter Del 2~
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Winner of 25.000 DKK, first competition, November/December 2015

G Swipp
Swipp 3

Hent Swipp og anmod om 25.000 kr. til telefonnummer 27 27 17 27. D. 1.
december traskker vi lod om 25.000 kr. blandt alle anmodninger.

Det skulle nok gore juleshoppingen liidt sjovere...
Hent Swipp-app'en pa http://app.swipp.dk... Se mere

> Hent Swipp og anmod om
25.000 kr. til 27 27 17 27 51;'7.',],,,

Kommenter Del -

Coffee for 1 DKK, November 2015

67 Swipp

Husk, at du kan betale alt fra morgenkaffe til natmad med Swipp i 7-
Eleven.

Og dét fejrer vi med en stor kop kaffe til 1 kr. i samtiige butikker, nar du
betaler med Swipp! Men skynd dig - der er kun 4.000 kopper til den gode
pris, og det er forst til molle.

Find tilbuddet i 7-Elevens app, og hent Swipp pa http://app.swipp.dk

» Swipp og 7-Eleven.
Gode sammen

G Swipp
Swipp 3

Sa er spndingen indfriet, og vi har vasret i direkte kontakt med vinderen af
vores anmod-konkumence: Det blev Cecilie fra Esbjerg, der lob med de
25.000 kroner - kasmpe stort tillykke!

Tak for jeres deltagelse og den gode stemning - Swipp onsker jer alle en

rigtig glasdelig jul.

>Vinderen af anmod-konkurrencen
er Cecilie fra Esbjerg. Stort tillykke!

Synes godt om

/‘/qt
(Ol
Swipp
Kommenter Del 2~

Water and chocolate bars for 1 DKK, November
2015

M Swipp
SWIpp 22 nove

Swipp-o-maten blev taget godt imod, da den hele sidste uge stod pa
Fisketorvet. Nu er turen kommet til Field's, hvor du i hele denne uge kan
trazkke bade chokolade og iskold kildevand for kun én krone, hvis du
betaler med Swipp.

Hent Swipp-appen pa hitp:/app.swipp.dk
l \
EELEEY!

053 o))

Del P g
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Appendix C: Prices for C2B payment, Swipp, MobilePay, and compared

The below tables show prices for merchants for receiving C2B payments through Swipp (from the 1st of July

2016) and MobilePay. The third table compares the different prices and calculates price differences

measured in various amounts and number of payments received.

Costs for merchants for recieving C2B payment through Swipp

Amount recieved
kr. 50.00 kr. 100.00 kr. 300.00 kr. 500.00
0-19,999 kr. 0.60|kr. 0.60|kr. 0.60]|kr. 0.60
Number
20,000-99,999 | kr. 0.55(kr. 0.55|kr. 0.55(kr. 0.55
of yearly
trans 100,000-199,999] kr. 0.50 | kr.  0.50 [ kr.  0.50 [ kr.  0.50
. 200,000-399,999I kr. 0.45|kr. 0.45(kr. 0.45|kr. 0.45
actions
400,000- kr. 0.40|kr. 0.40(kr. 0.40(kr. 0.40

Costs for merchants for recieving C2B payment through MobilePay

Amount recieved
kr. 50.00 kr. 100.00 kr. 300.00 kr. 500.00
0-19,999 kr. 0.50|kr. 1.00(kr. 3.00(kr. 5.00
Number
20,000-99,999 | kr. 0.50|kr. 1.00|kr. 3.00|kr. 5.00
of yearly
100,000-199,999| kr. 0.50|kr. 1.00(kr. 3.00(kr. 5.00
trans- |
. 200,000-399,999) kr. 0.50 | kr. 1.00|kr. 3.00|kr. 5.00
actions
400,000- kr. 0.50|kr. 1.00(kr. 3.00(kr. 5.00

Costs advantages for merchants using Swipp compared to MobilePay

Amount recieved
kr. 50.00 kr. 100.00 kr. 300.00 kr. 500.00
0-19,999 kr. 0.10[kr. 0.40|kr. 2.40|kr. 4.40
Number

of yearty | 22000999990 [kr 005 ke 045[kr 245k a5
YearV 1 100,000-199,999  kr. - |kr. 0.50|kr. 2.50|kr.  4.50

trans- I
| 200,000-399,909 kr. 0.05[kr. 055 [kr. 2.5 [kr. 4.5
400,000- kr. 0.10|kr. 0.60|kr. 2.60|kr. 4.60
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Appendix D: User requests for Windows Phone App
This appendix shows a few selected user requests from potential users of Swipp sent on Swipp’s Facebook

page within the last months and the responses from Swipp.

16. maj kl. 22:16

;._.i‘} Lars Ejlersen » Swipp

Hvor langt er i med appel til Windows Phone, den havde i jo lovet
feerdig til 1 kvartal.

O 1 kommentar 8 «
s Synes godt om B Kommenter A Del Kronologigk =

1 Swipp @ Hej Lars
Swipp _
Planen har vaeret 1. halvar af 2016, og det er jo ved at veere sidste udkald

- men vi regner med, atvi nar det.

Mvh. Swipp
Synes godtom - Svar - 17_maj k. 08:26

Skriv en kommentar ...

i
. Lasse Jensen » Swipp

29_april

Nogen tidshorisont pa Swipp til Windows maobile? Mobilepay virker jo
fint derpa, men har brugt swipp da det virkede med bank..

Q1 3 kommentarer & ~
e Synes godt om P Kommenter A Del Kronologisk =

Mads Knudsen Indenfor 2 maneder. Se evt. Swipp svar fra de mange
| andre der o0gsa har spurt til det.
Synes godtom - Svar - 29 april k. 12:03
" Thomas Albrink Det har vi - de startede med fer jul 2015 - da de
fiernede den fra vores bank den 15/dec. 2015
Mu vil de ikke give en dato.

Synes godt om - Svar - 18 maj kl. 08:15

= Swipp @ Hej med jer. Swipp forbliver en selvstzzndig app, og den
kommer ogsa til WP - vi er stadig kede af, at det har ladet vente pa
sig, men nu skulle detvaere lige om lidt. Vi melder ikke datoen ud
far lancering af hensyn til ix uventede fejl eller tekniske bump pa
vejen, der kunne give anledning til udsaettelse. Vi laver et opslag
her pa siden, sa snart den kan hentes. Mvh. Swipp

Synes godt om - Svar 71-18. maj kl. 20:38

3 Skriv et svar ...
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Stefan Kielkowski Rosquist » Swipp
27 april - @

nu har jeg ventet siden september pa i gad og lave den swipp funktion i
fiernede . sa nu vil jeg gerne vide om jeg skal skifte til Danskebank. da
mobilepay fungere uden problemer, eller om i har en app Klar i
N/AERMESTE fremtid.. jeg kan ikke vente 1-2-3-4-5 maneder mere pa i
nosser jer sammenl pa de 8 maneder der er gaet kunne man lave de
farste 20 swipp apps! ... det er sa simpelt at konvertere apps fra i0S til
UWPL

jeq kraever praecis det samme fordele som alle andre med andre
maobiler harl...

3 kommentarer 8 «
e Synes godt om B Kommenter A Del Kronologisk ~

n Mads Knudsen Der er en app til WP indenfor 2 maneder det har de sagt
Synes godt om - Svar - 27 april k. 13:15
E Stefan Kielkowski Rosquist Men igen.. Jeg kan ikke vente 2 maneder...

Men de griner nok endnu overe i danske Bank. De kan jo godt finde ud af
atlave en app alle kan bruge.

Synes godt om - Svar - 27. april kl. 13:17

™ Swipp @ Hej Stefan._ Vi er kede af, at det har vaeret fil ulejlighed at vente,
Swipp  sfter at Swipp flyttede ud af netbank — godt nyt er dog, atapp’en til
Windows Phone ganske snart er klar, og vi forventer bestemt at lancere

'_. Martin Jeppesen » Swipp

15. april - @&

Far vi ikke snart app'en til Windows 10 Mobile? Pleeeeaasel ()
1kommentar 8

ilr Synes godt om ¥ Kommenter ~ Del Kronologisk =

= Swipp @ Hej Martin. Inden for et par maneder har vi en app til Windows
WP Phone klar (22) Mvh. Swipp

Synes godt om - Svar - 71-15. april k. 10:18

Skriv en kommentar ..

8. april -

m Kjeld Hansen » Swipp

App til Windowsphone ? Kommer det i det hele taget ?
1kommentar § «
il Synes godt om W Kommenter ~ Del Kronologisk ~

Swipp © Hej Kjeld. En app til Windows Phone star hajt pa vores

SWipp  ydviklingsdagsorden. Meldingen lyder stadig pa foraret. Vi har senest faet
besked pa, at det bliver sent forar, sa for at forventningsafstemme, er vi
begyndt at sige “farste halvari 20167, fordi kalenderen jo siger forar nu, og
den ikke er lanceret. Mvh. Swipp

Synes godt om - Svar - 8. april kl. 09:32

Kjeld Hansen Ok - glaeder mig, men | dansk sammenhaeng er det
almindeligt at betragte foraret som manederne marts, april 0g maj.
®

Synes godt om - Svar - 8. april kl. 09:45

2

g Skriv en kommentar ...
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Appendix E: Payment solutions for Swipp and MobilePay

The peer-to-peer (P2P) payment solutions Swipp and MobilePay apply different technologies. Further,
Swipp and MobilePay also offer different solutions for payment to merchants (C2B). We will describe these
solutions below, both regarding what the user and merchants experience when transferring money or

paying, and what technically happens when the money is transferred.

Swipp - Peer-to-peer (p2p)

A user of Swipp who is transferring money to another user enters the amount he/she needs to transfer.
Hereafter the person enters the mobile number of the user has to receive the payment. By swiping the
finger across the screen, the money is transferred from the sender to the receiver’s bank account. The

receiver is notified of the transfer on his/her smartphone.

Technically, the mobile numbers of both sender and receiver are linked to the person’s bank account, and
the money is sent from the sender’s bank account to the receiver’s bank account through the interbank
system. However, Danske Bank customers cannot use Swipp since Danske Bank is not connected to the
Swipp platform, which excludes customers in Danske Bank from using Swipp. Further, Windows Phone

users cannot access the Swipp platform as the app is not developed for Windows Phones.

Swipp - Consumer-to-business (c2b)

Swipp offers different solutions to merchants enabling them to receive payments through Swipp. The
solutions are described below.

Swipp to mobile number

Swipp to mobile number is the simplest c2b payment solution, which enables merchants to receive money
when customers send money to the mobile number that is connected to the merchant’s bank account.

Technically, the solution works as a p2p transfer.

Cashier integration

Swipp is compatible with various Point of Sales-systems making cashier integration to Swipp possible
(Modtag betaling med Swipp, 2016). When a user pays in a store, he/she should open the app and choose
pay with self-scanning code, and hereafter a QR-code appears. In the store, the clerk has a CCD-barcode
scanner, and when scanning the QR-code on the user’s phone, the barcode will change to the amount the

user should pay, and the user can approve the payment by swiping (POS-integration med Swipp, 2016).

Technically, the money is still transferred from the user’s bank account to the merchant’s bank account.

The difference, compared to the ‘Swipp to mobile number’ solution is that the payment goes through the
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cashier system making bookkeeping easier and includes sales paid through Swipp into the sales statistics in

the individual POS-systems.

Verifone payment terminals

Merchants that already have a Verifone card payment terminal can receive payments from Swipp users
through the existing terminal. The user has to hold his/her smartphone close to the terminal, and the
amount will show up on the smartphone. Hereafter the user can confirm the payment by swiping. The
communication between the terminal and smartphone works with a Bluetooth Low Energy chip making the
payments contactless (Butikker far nemmere vej til mobilbetaling - Swipp og Verifone lancerer samarbejde,

2016).

As with the other c2b payment solutions that Swipp offers, the backend still facilitates a direct account-to-
account payment instantly (Swipp og Verifone. Gode sammen, 2016). If a store has an old Verifone
terminal, the price for installing a chip in a terminal is 299 DKK and a monthly fee of 19 DKK. For new

terminals, the required chip is pre-installed (Nem mobilbetaling med Swipp — uden ekstra udstyr, 2016).

MobilePay - Peer-to-peer (p2p)

When one user sends money to another, the users meet a quite similar interface as with Swipp. The user
enters an amount, hereafter a mobile number and finally swipe to send the money. Instantly the receiver

gets notified that he/she has received the money.

Technically, MobilePay links the sender’s telephone number to a payment card, from which the transferred
amount is withdrawn and sent to the receiver’s bank account.

MobilePay - Consumer-to-business (c2b)

MobilePay offers some different solutions enabling merchants to receive C2B payments. The solutions are
described below. All business solutions withdraw money from the user’s payment card when paying.
MobilePay Business

MobilePay Business includes various solutions, minded to either 1, max. 15, max 50, or more than 50
outlets. The solution functions as a p2p payment where the money is transferred to the merchant’s

telephone number (MobilePay Business er mobilbetaling i din butik, 2016).

In addition to MobilePay Business, MobilePay has launched a payment terminal receiving both card
payments and payments through MobilePay (Nu kommer terminalen til bade MobilePay og kort, 2016)

which is a significant advantage for restaurants and similar merchants as it eases the transaction process.
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MobilePay Point-of-Sale

MobilePay Point-of-Sale combines mobile payment with cashiers in stores by either scanning a QR-code or
through Bluetooth. After connecting through one of the solutions, the user needs to confirm the payment

as any other payment in MobilePay (MobilePay Point of Sale er mobilbetaling i din kasselinie, 2016).

MobilePay Online

MobilePay also offers payment solutions for web shops. When a user pays for a purchase online he/she
enters his/her phone number on the website and after that receives a request on the phone, that just
needs a confirmation by swiping in order to complete the payment (MobilePay Online er mobilbetaling i din

online butik, 2016).

MobilePay AppSwitch

Finally, MobilePay offers an opportunity to receive money through payments in smartphone apps. When a
user needs to make a payment, e.g. a train ticket, he/she chooses to pay in MobilePay, and the app
hereafter redirects the user to MobilePay, where the payment can be confirmed. Hereafter, the user is
directed towards the app where the purchase was made (MobilePay AppSwitch er mobilbetaling i din app,
2016).

119






