When the world is
changing, it’s time
to change your world

Charles Darwin
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We are at an inflection point.
Digital superpowers, unicorns and start-ups are continuously discovering
new and more successful ways to win business. They are creating ever more
powerful business models that challenge and disrupt established players in every
market, sector and geography in ways not seen since the Industrial Revolution.
Commentators will look back on this decade as one that shaped the following
50 years. Traditional companies tied to short-term financial goals are having
to transform to compete and create a future for themselves. Whether that
transformation is incredibly successful or fatal depends on the approach of
management and the decisions they make today.
This extraordinary change has come in the form
of the digital revolution, a revolution that some
have used to create billion-dollar empires.
In record-breaking time, they have harnessed the
power of digital platforms to reinvent industry
business models to win over new customers and
digitally enable people to swap information, assets,
opinions, services, content and ideas. And with each
development in technology and every innovation
come more start-ups, fully funded and eager to use
their ideas to test new business models and overturn
and disrupt traditional industries and strategies.
It’s clear that the world of business, like every other
aspect of modern life, is changing quickly, but if
a company has a business model that’s remained
unchanged for decades, how are they going to adapt

to thrive in this new digitized world? Start-ups have
the luxury of beginning with a blank page (and often
a blank cheque), able to create their own business
models without legacy systems or staff that need to
be reskilled. But for traditional companies, it can be a
difficult journey.
This white paper aims to shed some light on that
journey, showing how you can introduce your
company to business model reinvention through
digital platforms, as well as harnessing their value
and the many advantages they bring. All journeys
will be different, but what remains the same across all
organizations is the need for change, the importance
of that change and the risks of doing nothing. Your
company’s digital future will depend on it.
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A vision of growth
Many organizations have already embarked on their digital transformation journey.
Our research shows that most efforts are centred on operating model optimization
– using digital innovation to lower costs and improve service. Looking forward,
real success in digital comes from ‘What you sell’ not ‘How you sell’, which means
reinventing your business model.
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Digital platform business model
Connecting customers, partners and things

Companies can learn from digital superpowers such
as Amazon, Google and Microsoft about how to
speed up the adoption of business model innovation,
They drive new revenues and greater value from
existing business by diversifying their portfolio of
business models to include platforms.
Digital has many advantages, not least the ease
with which products can be added and combined
to provide a broader solution that’s far better at
meeting customer needs and growing revenues than

existing alternatives. Digital experience is a crucial
part of the way the new digital solution is discovered,
evaluated, accessed and consumed, whilst richer
digital data at each point drives deeper customer
insights, better decisions, more targeted selling and
guides innovation. These new digital business models
are all centred on digital platforms business models.
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Platforms form a marketplace that’s very different
from the traditional fixed and linear value chains
familiar to traditional companies. They generate
value by bringing together and connecting the
key actors of customers, producers and providers
(ecosystem partners), facilitating interactions
and transactions in a multi-sided model to create
a network effect. Any one actor can play one or
multiple roles in any scenario.
Today, asset-light platform businesses are perceived
by investors as having much more sustainable
sources of competitive advantage. Once the network
effect starts to drive with volume there are lower
costs of sales and operation, but then also negligible
costs and cash required to scale. This makes
platform-based businesses superbly profitable and
allows them to re-invest far more in R&D and new
product development. Investors see them as most
likely to generate future growth, and this is reflected
in much higher market valuations compared to both
traditional asset intensive and services businesses.
BearingPoint Institute research found that
companies who diversified and added digital
platform-based business models into their mix
improved their share price valuation by 65% in
2016 when compared to those who maintained
a traditional mono-business model. Furthermore

between 2011-2016 companies with hybrid
models generated double the rate of growth at
8% per annum for this five year period versus
4% for traditional businesses, per annum for this
five year period.
Despite strong empirical evidence, the Institute
research highlighted that in Europe only 1% of
established companies are actively developing
a platform-based business model and extensive
ecosystem. Unfortunately, most business leaders
are ambivalent towards this model due to issues
such as risk, culture, monetization and time to ROI.
Unfortunately, most business leaders are ambivalent
towards this model since they are bound by short
term financial performance and annual dividend
playouts and are constrained by operational issues
such as risk, culture, monetization and the impact
on time to deliver ROI.
But business model change doesn’t need to be
radical or high risk. There are many ways it can be
an evolution that increases value and changes the
relationship with customers.
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Innovate as fast as
your imagination
Incorporating a digital platform model into the current business model requires
a clear understanding of the synergies between old and new models. For example,
Amazon’s acquisition of Whole Foods (ostensibly an asset-based traditional business
model) was because Amazon knew it would unlock synergies that Whole Foods’
previous owners could not.

Companies can pursue three main pathways:

Combined model
High

Innovation platform
Digital platform at the core
Innovation /
Business Model
Revenue Growth

Digitizing the core

Risk of disruption
Low
Low

As suggested, there are a number of different
pathways companies can take to realise the
opportunities offered by the digital platform and
unlock the synergies with their existing core business.
Each results in a higher level of innovation and
revenue growth.

Operating Model

High

Choosing the right pathway depends on business
ambition and priorities, as well as the nature of the
competition they face – both existing and emerging.
It also depends on how they want to build (and
protect) new capabilities whilst aligning stakeholders,
skills and culture.
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1

Innovation
platform

This stands alongside the existing business and is used to create new digital services
and wrappers that can be sold separately. This model is relevant when companies
are looking to introduce new digital offerings, embrace new technology or expand
into adjacent industries.
The aim here is to use classic digital and lean start-up techniques to innovate and test new digital products
to start building a differentiating partner ecosystem that will help with efficiencies and more cost-effectively
address customer problems than existing alternatives. The process builds new capabilities and tests new
platform-based products. Faster time to market and quick customer feedback are essential ingredients.
Companies facing digital disruption or rapid commoditization of traditional markets often adopt this approach
to help re-build their competitive edge. If applied correctly, it gives businesses the advantages of a start-up and
the ability to invent ideas: start small and scale up fast when required.

Paybox Bank AG
Paybox Bank AG is Austria’s largest
mobile payment provider and is
100% owned by A1 Telekom Austria AG.

A1 identified mobile payment as a potential way to
expand its business models to adjacent businesses by
building a digital platform as an innovation platform
in a separate adjacent business.
Today, Paybox Bank AG has over 500,000 customers
using the system on a regular basis, operating an
open digital platform that allows partners and
suppliers to collaborate, as well as automate the
orchestration and management of all customerfocused business processes.
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2

Digital platform
at the core

This more evolutionary path starts with digitizing a company’s operating model
and business processes, reducing internal siloes through the orchestration of several
operational environments to provide both immediate efficiency and customer
experience gains. This allows the conversion of the core product to be sold as a
service linked to specific customer outcomes. It also enables the expansion of core
offerings to new digital services through innovation and the ecosystem.
This pathway is an evolutionary change. It is relevant when companies need immediate financial performance
gains by improving efficiency, but is also a pathway to revenue growth and a reduced risk of disruption.
The model isn’t appropriate if there’s an immediate threat of digital disruption or a need to radically re-think
the business model.

Dimension Data
Dimension Data is a company
specializing in information technology
and cloud services.

Dimension Data wanted to streamline their processes
and improve the efficiency of their ecosystem of
multi-country cloud platforms, while achieving rapid
business growth. By integrating a digital platform
at their core, they managed to maximize the value
of their internal ecosystem, improve efficiency and
achieve growth.
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3

Combined model

This is the typical path for digital transformation, which gradually adopts and integrates
the two previous pathways. This pathway gives businesses the advantage of innovating
fast for adjacent or new digital products that can be added to existing processes to
compete quickly with disruption or become the disruptor themselves, while improving
efficiency and growth at their core. This is good for thinking about hybrid business
models where the innovation pathway is building synergies with the existing
core business.

BT
The leading UK telecommunication
provider and a global leader in
multi-national IT and communication
services was looking to better
orchestrate its multi-national cloud
environment across the
different markets.

As well as driving innovation to its customers
by adopting digital platforms in the model,
they managed to achieve higher efficiency and
greater collaboration across local markets,
while launching the world’s first digital platform
as a service – Personalised Compute Management
System (PCMS). The first of its kind, PCMS allowed
BT customers to accelerate the digitalization of their
products and services.
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Time for a mindset change
Some companies think that adopting a digital platform business model is something
that’s a distant concern, that it’s irrelevant for the industry they work in or the
technology isn’t advanced enough to worry about.
But C-suite executives, analysts and researchers all
over the world are in agreement that investment,
talent and customers are all moving from traditional
companies to diversified firms who put innovation
and digital at the core, taking their money, skills and
business online.

The new platform-based business models are
something all companies should be adapting if they
are to survive into the next decade. Whether it’s a
lack of knowledge on how to begin, short-term focus
or simply not understanding their importance, many
businesses are choosing to ignore the threats and
opportunities digital technology can bring. These
companies face an uncertain future.
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Recommendations
A digital platform model is a key part of
executing a successful digital strategy and
reinventing your business model.
These four recommendations will help
get you started:
1. Understand which customer needs are poorly
served by existing or alternative products and
services, then evaluate how your business
must change accordingly.
2. 	Consider evolving to an asset light, digital
platform model and use ecosystem partners
to bridge gaps in capabilities, co-invest and
co-innovate with you.
3. 	Select the pathway that will help you get
there fast while realizing synergies from
existing business.
4. 	Start by identifying the minimum viable
product that allows you to test this.
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About
BearingPoint // Beyond* can support you on this
journey; help reinvent your business model and
evolve from efficiency to innovation. Our digital
platform solutions gives businesses the start-up
advantage, moving rapidly from ideas to concept to
revenue, with minimum risk and cost. Our solutions
bring our clients closer to their customers, enabling
them to build connections between systems and
partners, while becoming more agile in the face of
digital disruption.

* Previously Digital Ecosystem Management

BearingPoint // Beyond is part of BearingPoint,
an independent management and technology
consultancy with European roots and a global reach.
A worldwide consulting network with more than
10,000 people, BearingPoint supports the world’s
leading companies and organisations in over
75 countries, engaging them to achieve measurable
and sustainable success.
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Contact details
For more information about BearingPoint // Beyond and how we can help transform your business, get in touch with us.
www.bearingpoint.com
© 2018 BearingPoint. All rights reserved.

