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Abstract 

Recent theoretical advances hold that platforms 

comprise a second strategic dimension next to size, 

called identity, which describes the platform’s techno-

logical and market scope. Letting go of platform size as 

the main criterion for platform value opens the possibil-

ity for platforms to pursue differentiation strategies with 

a distinct market positioning. The concept of optimal 

distinctiveness (OD) implies that differentiation can be 

optimized so that it maximizes performance. In this pa-

per, we draw on recent OD research in and outside of 

the field of platforms and elaborate on the role of plat-

form size within the distinctiveness framework. We dis-

cuss platform size and identity in the context of OD and 

suggest propositions for future research. The paper con-

tributes to the management of platforms and OD in plat-

form markets by showing how a platform’s distinctive-

ness strategy may depend on its size. We contribute to 

platform management across various platform sizes and 

to research on OD in platform markets.  

 

Keywords: Platform, Strategy, Distinctiveness, 

Conformity, Performance 

1. Introduction  

Platform leaders usually govern the surrounding 

ecosystems of complementors and users in that they 

strategically influence which kind of complementors 

and users they attract to their platform (Claussen et al., 

2013). Two seemingly opposing competitive logics, 

which prioritize different aspects of value, have 

emerged, called winner-take-all (WTA) and identity. 

First, dominant platforms such as Google and Face-

book have grown remarkably fast and thereby fueled the 

belief that building scale fast, growing installed base of 

users and content creators is a successful way to com-

pete in such markets (Arthur, 1996). This would poten-

tially facilitate a WTA outcome (Katz & Shapiro, 1994) 

and limit the remaining market space for competitors 

(Cennamo, 2021). This perspective is grounded in net-

work economics theory (Armstrong, 2006; Caillaud & 

Jullien, 2003) and suggests that platform (network) size 

is the main source of value. Positive feedback loops gen-

erated by direct and indirect network effects may lead to 

WTA competitive dynamics (Lee et al., 2006) 

Second, recent theoretical advances hold that plat-

forms can compete based on another aspect, called iden-

tity, which describes the platform’s technological and 

market scope (Cennamo, 2021). Platform identity as an-

other criterion for platform value opens the possibility 

for platforms to pursue differentiation strategies with a 

distinct market positioning that stresses other sources of 

platform value than size. Besides the possibility for a 

platform to persist next to bigger competitors, recent re-

search shows that platform owners take strategic deci-

sion that are at odds with the WTA logic and resemble 

a distinctiveness or differentiation approach. Platforms 

can attain market differentiation by distinct positioning 

(Bresnahan et al., 2014; Cennamo & Santaló, 2013), su-

perior technological platform capabilities (Zhu & 

Iansiti, 2012), or differentiated complement and content 

offerings (Cennamo & Santaló, 2013). 

How much to differentiate has long been long on 

the mind of both academics and practitioners 

(Deephouse, 1999), seeing that distinct positioning 

comes with both benefits (competitive advantage) and 

costs (reduced legitimacy) (Deephouse, 1999; Porter, 

1980). As a result, a body of scholarly work developed 

around the notion of optimal distinctiveness (OD), 

which is a level of distinctiveness that maximizes per-

formance (e.g., Navis & Glynn, 2011; Zhao et al., 2018).  

Scholarly work has questioned the unconditional 

WTA hypothesis (Lee et al., 2006), and suggested that 

strong-ties network effects outperform classical net-

work effects (Suarez, 2005). However, little is known 

about how the main driver of value in the WTA frame-

work, size, fits into the OD framework. More specifi-

cally, it is yet unknown how OD is contingent on plat-

form size. There is qualitative evidence that OD changes 

with platform size (Karanovic et al., 2020), as also plat-

form leaders with a distinctiveness strategy also have to 

attain a critical value of users (Evans & Schmalensee, 

2010).  

In this paper, we explore the relationship between 

size, distinctiveness, and performance. We begin by 
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conceptualizing distinctiveness in platforms at the com-

plement-level. We then review OD research that views 

OD as balancing of conformity (as a source of legiti-

macy) and distinctiveness (as a source of competitive 

benefits). In section 3, we first formulate the boundary 

conditions of the theorizing. As OD essentially is about 

determining performance-maximizing levels of distinc-

tiveness, we continue by discussing performance in the 

context of platforms and how it relates to the competi-

tive logics platform identity and platform size. We infer 

that platform performance essentially is a moving target, 

with changing constituents and weights over time. The 

second part of section 3 proposes performance-maxim-

izing levels of distinctiveness for small platforms. Sec-

tion 4 concludes by summarizing the main argument and 

by discussing the scope of the argument. 

This paper contributes by integrating the main 

driver of platform value in the WTA competitive logic, 

size, with OD research and the competitive logic based 

on platform identity. By theorizing about OD depending 

on platform size, we contribute to platform management 

across various platform sizes, and to research on OD in 

platform markets (Cennamo & Santaló, 2013; Tae-

uscher & Rothe, 2021). Although earlier research has 

accounted for size as part of network effects and feed-

back loops, but the proposed relationships are not spec-

ified for different platform sizes. Further, recent distinc-

tiveness research stresses that there is no stable level of 

OD (Zhao et al., 2017) and has turned to explaining var-

iance in the distinctiveness-performance relationship. 

2. Conceptual background 

2.1 Conceptualizing distinctiveness in plat-

forms 

We focus on the effect of distinctiveness strategies 

on performance in technology platforms. We define 

platforms as “meta-organizations that federate and co-

ordinate constitutive agents who can innovate and com-

pete; create value by generating and harnessing econo-

mies of scope in supply or/and in demand; and entail a 

modular technological architecture composed of a core 

and a periphery” (Gawer, 2014, p. 1239). The platform 

owner is the focal firm that creates governance arrange-

ments that participants in the periphery have to follow if 

they wish to participate in the platform (Eisenmann et 

al., 2009). The platform provider provides the interface 

for the platform (e.g., Android as a platform runs on 

smart phones by multiple producers).  

                                                           
1 The platform owner is the focal firm that creates governance 

arrangements that participants in the periphery have to follow if they 
wish to participate in the platform (Eisenmann et al., 2009) 

Distinctiveness is concerned with the positioning of 

an enterprise vis-à-vis its environment (Zhao, 2022). 

Next to their function as intermediaries, platforms also 

perform the role of gatekeepers by strategically influ-

encing the type and quantity of complements and com-

plementors that they attract to their platform (Claussen 

et al., 2013). Although platforms may also offer com-

plements themselves, we would not regard a business as 

a platform if it did not orchestrate and federate the of-

ferings of independent complementors. Their market 

positioning hence strongly depends on the complements 

offered by independent complementors. Platforms may 

create a distinct market positioning by restricting access 

to a certain type of complementors (Cennamo & San-

taló, 2013). For instance, the sponsors of video game 

platforms may restrict complementors to genres such as 

sports and thereby create a distinct offering towards de-

mand-side users. Similar to other studies in the field 

(Cennamo & Santaló, 2013; Seamans & Zhu, 2014; 

Taeuscher & Rothe, 2021), we focus on distinctiveness 

in terms of the platform’s complement portfolio in a 

given category.  

This implies that platforms inherently deal with dis-

tinctiveness both within the platform ecosystem (dis-

tinctiveness of complements relative to other comple-

ments offered for the same platform), and between dis-

tinctiveness (distinctiveness of a platform’s comple-

mentary product offerings relative to other platforms 

(Bu et al., 2021). Platform owners drive complementors 

to offer a large variety of complementary products 

(Cusumano et al., 2019). Complementors then compete 

to based on rankings of their complementary products 

(Boudreau & Jeppesen, 2015), which platforms owners 

update frequently to maintain a high level of innovation 

(Claussen et al., 2013). As there is constant pressure for 

complements and complementors to even get noticed, 

such in the case of Apps, we assume that within-organ-

izational distinctiveness for complementary product of-

ferings is mostly governed by complementor competi-

tion. Hence, in the following, we focus on between-or-

ganization (platform) distinctiveness. 

The distinctiveness strategy of a platform may be 

informed by its identity. One can distinguish between 

the organizational identity (the identity of the platform 

owner1), and the platform identity. Organizational iden-

tity is concerned with what others believe an organiza-

tion to be, or what it claims to be (Ravasi et al., 2020). 

Organizational identity concerns “the members’ con-

sensual understanding of ‘who we are as an organiza-

tion’” (Nag et al., 2007, p. 824). Platform identity is in-

formed by organizational identity, and manifests 

through the platform’s technology and market scope 
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(Cennamo, 2021). Organizational and platform identity 

need not be the same - in some cases, an organization 

may the owner of several platforms and possess multiple 

identities (Georgallis & Lee, 2020), such in the case of 

Apple, which owns both the AppStore and Apple iOS. 

On the other hand, when an organization owns only one 

platform, there may be no difference between the organ-

izational identity and the platform identity. We assume 

that the organizational identity informs only one plat-

form. 

There is a strong interrelation between identity and 

strategy, and identity can be equaled with being, 

whereas strategy resembles doing. Strategy oriented to-

wards the future, culture and identity are grounded in the 

past (Sillince & Simpson, 2010). 

2.2 Optimal distinctiveness theory 

The bedrock of OD theory lies at the intersection of 

institutional theory and strategic management. Institu-

tional theorists focus on why organizations are similar 

(Powell & DiMaggio, 1991). Institutional theory mod-

elled the conformity aspect in OD theory. Work by 

Deephouse (1996, 1999) suggests that organizations are 

driven towards conformity as they gain legitimacy. In 

this way, institutional theory set the stage for optimal 

distinctiveness’ conforming aspect. With the underlying 

mechanisms of legitimacy, it introduced an important 

aspect for future theorizing on OD.  

Offering an opposing perspective to the sameness 

aspect of institutional theory, strategic management 

scholars had a focus on differentiation as a source of 

value. Strategy scholars suggests to differentiate by ex-

ploiting what is unique, distinctive, or valuable (Barney, 

1991). Firms gain competitive advantage by crafting 

strategies that utilize environmental opportunities, re-

spond to external threats, and utilize internal strength 

(Peteraf & Barney, 2003), by finding favorable market 

contexts (Porter, 1980), creating unique market posi-

tions, and by developing valuable, rare and inimitable 

resources and capabilities (Barney, 1991). Strategic 

management theory hence contributes the aspect of dif-

ferentiation and its underlying mechanism competition 

to OD theory.  

Combining the literatures of strategic management 

and institutional theory suggests that optimizing a dis-

tinct positioning with respect to performance requires 

                                                           
2 In the specific case of novelty-seeking audiences, this need not 

be the case. Täuscher, Bouncken, and Pesch (2021) argue that ventures 

can be legitimate just because and not despite their distinctive position 
in the eyes of novelty-seeking audiences. Their empirical work in the 

the balancing of differentiation and conformity. At 

large, many studies argue that both legitimacy and com-

petition decrease with increasing distinctiveness2. See-

ing that reduced competition is beneficial to perfor-

mance, while reduced legitimacy is disadvantageous, 

the dilemma, then, is to determine how much to diverge 

from rivals.  

Research on distinctiveness has evolved in two 

camps. One camp holds that the distinctiveness logic re-

quires firms to diverge enough to be perceived as dis-

tinct and to reduce competition, whereas differentiating 

too much foregoes revenues and scale economies from 

catering to the populous middle markets. This suggests 

that moderately distinct positioning strikes a balance be-

tween these opposing forces (Deephouse, 1999), and 

consequently ensures optimal performance (Zhao et al., 

2017). Various studies find evidence in support of this 

ꓵ-relationship between distinctiveness and perfor-

mance (Deephouse, 1999; Roberts & Amit, 2003). This 

mechanism is shown schematically in Figure 1 (Haans, 

2019). The dashed line in the left panel represents legit-

imacy, the dotted line represents competition. Following 

the described logic, competition drops quicker than le-

gitimacy. Assuming equal strength of the two factors, 

this model leads to the performance effect as shown in 

the right panel of Figure 1.  

Despite its plausibility, other studies argue that dis-

tinctiveness may only be advantageous when brought to 

high levels as moderate distinctiveness may not suffice 

to reduce competition and simultaneously incur a lack 

of focus and insufficient demand (Jennings et al., 2009; 

Zott & Amit, 2007). For example, Cennamo and Santaló 

(2013) find a U-shaped relationship between distinctive-

ness and market share in the contest of video game con-

soles, with moderate distinctiveness leading the lowest 

performance. Similarly, Jennings et al. (2009) find that 

law firms show the lowest productivity when deviating 

moderately from the industry norm for employment sys-

tems. High conformity or high deviation result in better 

productivity. Zott and Amit (2007) show that balancing 

efficient and novel business model design reduces per-

formance. In Figure 2, legitimacy (dashed line) dimin-

ishes quicker than competition (dotted line). Assuming 

equal strength of the two forces results in a U-shaped 

relationship between distinctiveness and performance.  

 

case of fund seeking on crowdfunding platforms confirms their pre-

diction of a strictly positive relationship between distinctiveness and 

performance.  
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Figure 1. Distinctiveness and Performance: ꓵ-shaped (adapted from Haans, 2019, p. 8) 

  
Figure 2. Distinctiveness and Performance: U-shaped (adapted from Haans, 2019, p. 8) 

 

Haans (2019), however, suggests these two camps 

should not be interpreted as inconsistent as there is 

agreement in studies that develop inverted-U (ꓵ, here-

after) or U-shaped effects in that both acknowledge the 

two mechanisms described above, legitimacy and com-

petition. Rather, Figure 1 and Figure 2 in combination 

show that the shape of the mechanism depends on the 

relative strength of legitimacy and competition at each 

point in the curve. In Figure 1, competition falls as dis-

tinctiveness increases, and legitimacy only decreases 

later, resulting in a ꓵ-shape. In comparison, Figure 2, 

the drop in legitimacy occurs before the drop in compe-

tition, resulting in a U-shape (Haans, 2019).  

Though very insightful, this model rests on implicit 

assumptions. First, an additive effect as assumed above 

requires the individual effects of legitimacy and compe-

tition to be similar in strength. All other confounding 

factors need to be taken care of. While this model has 

been used across domains, the precise shape of the 

mechanism may depend on specific characteristics of 

platforms. For instance, once the platform’s position is 

protected by network effects, the relative strength of le-

gitimacy may dwindle. This may explain why some 

platforms turn to excessive value capture, such squeez-

ing the margins of complementors (Rietveld & Schil-

ling, 2020). The next section focusses on OD research 

in the domain of platforms.  

3. Towards an optimal distinctiveness per-

spective on platform size 

Our theorizing focusses on markets that permit the 

existence of various platforms next to each other, such 

as the MOOC market, donation platforms, crowdsourc-

ing, or online labor platforms. Such markets usually 

show one or more of the following characteristics. Low 

switching costs (Eisenmann et al., 2006) allow users to 

use several specialist platforms with differentiated of-

ferings rather than one generalist platform (Taeuscher & 

Rothe, 2021). Local network effects entail that the pres-

ence of specific users such as relatives or friends drives 

platform value more than the pure size of its installed 

base (Lee et al., 2006). With local network effects, users 

may choose a lagging platform over the leading one. 

3.1 Platform performance and platform size 

Platforms create value by purposefully aligning 

loosely coupled actors that contribute complementary 
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products and services towards a central value proposi-

tion (Jacobides et al., 2018). Platforms rely on comple-

mentary products to cater to heterogeneous user de-

mands (Sun et al., 2016), and enabling users to tailor the 

platform to their specific needs by drawing on unique 

combinations of complements (Garud et al., 2008). At 

the very least, platforms facilitate interaction between 

suppliers of goods and services (complements) offered 

by complementors. This can fuel positive direct and in-

direct network effects (Clements & Ohashi, 2005; Corts 

& Lederman, 2009). This also entails that value creation 

increasingly occurs externally (Parker et al., 2017), as 

reflected in platforms’ market capitalizations per em-

ployee, which often are many times higher than in non-

platform firms3. 

To account for value creating outside of the firm, 

we conceptualize platform size as including the various 

sides of the platform. In a technological sense, a plat-

form may be defined as an extensible code base (Tiwana 

et al., 2010) that third-party complementors build on to 

create complementary products or services offered to 

users. What complicates the matter is that roles are not 

necessarily static – users of a specific side may join an-

other side at another moment in time, which is known as 

side switching (Gazé & Vaubourg, 2011) or prosump-

tion (Ritzer & Jurgenson, 2010). But in multi-sided plat-

forms, the roles need not be confined to two dimensions. 

Hence, platform size is defined as including the relevant 

sides of a platform. This entails that both multi-sided 

platforms such as Craigslist and eBay, as well as plat-

forms with higher-order complementarities such as iOS 

would qualify as platforms. 

If participation levels do not meet the critical value 

(Evans & Schmalensee, 2010), direct and indirect net-

work effects may be negative, and a downward spiral is 

set off. This means that challenges for a platform change 

relative to its size. In the following, we see size as rela-

tive. We define size in terms of the platform’s number 

of users and complements. A small platform is small rel-

ative to other market players, and not dominant. A large 

platform is one of the bigger if not biggest platforms in 

the market, but not dominant. A dominant platform 

would have more that 50% market share. 

Which level of distinctiveness is optimal strongly 

depends chosen outcome that is maximized (Durand & 

Haans, 2022). Parker, van Alstyne, and Choudary 

(2016) suggest that performance indicators for plat-

forms may be different for start-up platforms, growing 

platforms, and mature platforms. 

A start up platform will most likely prioritize inter-

mediation and the minimization of interaction failure up 

                                                           
3 https://blog.cfte.education/platform-based-financial-institu-

tions-are-valued-over-10x-more-per-employee-than-traditional-fis/ 

until it has reached the critical mass of users and com-

plementors (Parker et al., 2016). Up until that moment, 

the number of users and complementors, which together 

constitute the size of the platform, successful intermedi-

ation, and the value gained by users and complementors, 

are important performance measures of platforms. A 

platform that has surpassed the critical mass of users and 

complementors and these are deriving sufficient value 

from the platform, it may shift its strategic focus on 

monetization, the balance of sides (complementor to 

user ratio), and frequency and repetition of interaction. 

For example, a platform may try to convert users into 

paying users by offering additional value at a cost. The 

balancing of the relative size of a platform’s sides can 

help avoid negative network effects, such as in the case 

of driver downtime due to insufficient demand in the 

case of Uber. A platform that has achieved a self-sus-

taining business model can be seen as a matured plat-

form. At this point, repeated and increasing activity on 

the platform may indicate platform performance, next to 

standard business performance indicators such as prof-

itability, revenues, and the like.  

In light of constraints such as a critical value of par-

ticipation in the platform, platform performance likely 

takes the form of a moving target, as the strategic goals 

of platforms are likely to change over time. However, as 

long as the platform has not yet reached the critical mass 

of users, increasing platform size will. We suggest that 

size may be a good indicator of performance as long as 

the critical size of the platform is not reached. But after 

the platform has surpassed threshold participation, other 

performance proxies may complement or even replace 

size as proxies for performance, even in the context of a 

platform that competes based on identity. 

Proposition 1: If a platform has not (yet) reached 

the critical mass of users, platform performance can be 

proxied as size, independent of whether the platform 

strives for value based on size or identity. 

In the WTA framework, the value that a platform 

creates is mainly driven by size. In such situations, the 

platform’s performance is strongly dependent on size, 

which may justify the use of size as a proxy for perfor-

mance. Recent distinctiveness studies used proxies for 

performance such as market share in terms of installed 

base (Cennamo & Santaló, 2013; Zhao et al., 2018), 

online attention (Taeuscher & Rothe, 2021), and num-

ber of downloads and reviews of apps (Barlow et al., 

2019; van Angeren et al., 2022). In that sense, distinc-

tiveness studies on platforms frequently use the interme-

diation itself as proxy for performance, rather than the 
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outcome of the intermediation, such as profits or reve-

nues, as it is the case in distinctiveness studies outside 

of the platform-field (e.g., Haans, 2019). 

It is also noticeable that most of these measures 

carry an aspect of platform size (number of users, num-

ber of downloads). Distinctiveness, and hence prioritiz-

ing other aspect of value than size may lead to a smaller 

platform size (Piskorski et al., 2008), although it need 

not (Cennamo & Santaló, 2013). The following exam-

ples highlight that conceptualizing performance nar-

rowly as size may not be appropriate. For instance, the 

online dating platform eHarmony rejects membership 

for up to 20% of potential users to single out segments 

it does not wish to serve. Instead of accepting a wide 

user base, it screens potential users on a multitude of as-

pects such as lifestyle, values, or personality that then 

are fed to the user platform and matching algorithm, 

amongst others, to enable matches based on long-term 

compatibility (Piskorski et al., 2008). This barrier to-

wards participation leads to self-selection among poten-

tial users, and this focus has enabled eHarmony to con-

vert three times more members into paying members as 

compared to rival platforms, despite aggressive winner-

take-all strategies.  

Similarly, Apple handles a restrictive approval pol-

icy for app developers which increases the burden and 

cost to innovation for complementors if they wish to de-

velop for and connect to the users of their platform 

(Claussen et al., 2013). Such restrictive policies that in-

crease affiliation costs for users and complement serve 

the purpose to induce platform-specific investments that 

cannot be easily redeployed elsewhere and ties partici-

pants to the platform’s overall objective and identity 

(Jacobides et al., 2018). They also show that maximum 

size may not be on every platform’s agenda. A narrow 

focus on platform size does hence not capture all strate-

gic options that platforms face.  

Observation 1: If performance is universally prox-

ied with size, smaller platforms competing based on 

platform identity cannot achieve high performance. 

3.2 Distinctiveness, platform size, and plat-

form performance 

As we have argued in the preceding section, perfor-

mance of platforms has various aspects that change in 

relative importance as the platform reaches and sur-

passes the critical size. In the following we, use PER-

FORMANCE to indicate a weighted combination of 

performance aspects according to whether the platform 

has surpassed the critical mass or not.  

With switching costs, platforms may benefit from 

offering both specialized and generic content, as users 

that consume specialist content may also demand ge-

neric content (Cennamo & Santaló, 2013). However, 

with low switching costs and in the presence of large 

generalist platforms, it is likely that conforming market 

positions are sufficiently served by the large platforms. 

In this context, small platforms may have to seek dis-

tinct market positions as to being recognized next to 

larger competitors. 

In the start-up phase of a platform’s existence, dis-

tinctiveness and PERFORMANCE may be mutually 

constitutive (Karanovic et al., 2020). In this phase, 

achieving the critical mass of participation in the plat-

form is a priority (Parker et al., 2016). Legitimacy may 

arise because of and not just in spite distinctiveness, 

meaning that distinctiveness and legitimacy may be mu-

tually enabling (Zhao et al., 2017), such as in the case of 

novelty-seeking audiences (Taeuscher et al., 2021). 

While distinctiveness may decrease cognitive legiti-

macy (an organization’s comprehensibility), it may im-

prove its normative legitimacy, which is an organiza-

tion’s perceived congruence with an audience’s norma-

tive expectations (Suchman, 1995).  

Platforms can translate their organizational identity 

into a distinctiveness strategy that then fuels their initial 

growth. For example, in the market for stock photog-

raphy, it is common for end users to buy stock photos 

from an intermediary that aggregates images from vari-

ous artists and manages sales and licensing. One of the 

founding ideas behind Stocksy was to do justice to com-

plementing artists offering stock photography by creat-

ing fair conditions. Based on this distinct positioning to-

wards complementors, the complementing artists who 

joined first helped attract their sort via their personal 

networks. In its early days, the selection of complement-

ing artists was rigorous and intake was capped to avoid 

competitive tensions between complementors (Kara-

novic et al., 2020).  

Stocksy’s distinctiveness strategy is what sets the 

platform apart from competitors. A small but high-qual-

ity selection of complementors drove its initial growth 

of both end-users and complementors. Positioning itself 

well outside the mainstream protected it from competi-

tion. Hence, for small venture the competitive benefits 

of ‘standing out’ at highly distinct positions are likely 

more attractive than more moderate positions. This 

means that having a distinct positioning that is antithet-

ical to mainstream stock photography companies may 

have helped attract early complementors to the platform. 

A large platform may also be able to distance itself from 

a conforming position in the market, and perhaps even 

more effectively so. However, we predict that a small 

platform will have to rely on a distinct positioning to be 

noticed.  

It is unlikely that small platforms will be able to 

reach combinations of legitimacy and competition that 

make it worthwhile to pursue conforming positions. At 

conforming positions, a small platform will have to 
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compete based on similar attributes as a larger platform. 

Due to its size, it will not be able to offer a similar depth 

and breadth of both market and technical attributes. For 

this reason, the mimicking of competitive moves, net-

work design, technology design, and complementor of-

ferings has been mostly associated with situations shoul-

der to shoulder-style WTA competition (Cennamo, 

2021). Such strategizing will most likely be found in 

larger or dominant platforms. For this reason, we antic-

ipate that conforming positions are least attractive to 

small platforms. Hence:  

Proposition 2: For small platforms, high levels of 

distinctiveness are optimal with respect to PERFOR-

MANCE. 

Whether moderate levels of distinctiveness are ben-

eficial to small platforms depends on how much compe-

tition is reduced. Research has shown that platforms op-

erate in different markets (Livengood & Reger, 2010). 

How important individual markets are to the platform 

will differ, and the platform may not respond to compet-

itors that are not perceived to operate in markets that are 

close to the platform’s identity. If a moderately distinct 

platform is perceived as sufficiently different by the 

main competitors, then moderate distinctiveness can of-

fer sufficient protection to avoid fierce competition.  

It is, however, ambiguous whether moderately dis-

tinct positions will be distinct enough so that users per-

ceive the small platform as such. As argued above, small 

platform conceivably build legitimacy at distinct posi-

tions. On balance, we expect that moderately distinct 

positions are likely not significantly more attractive to 

small platforms than conforming positions.  

Proposition 3: For small platforms, moderate lev-

els of distinctiveness are only marginally more benefi-

cial to PERFORMANCE than conforming positions.  

4. Discussion and conclusion 

In this paper, we build on accounts that question the 

unconditional winner-take-all (WTA) approach (Lee et 

al., 2006) by suggesting that platforms too can pursue 

classical strategic options such as distinctiveness (Cen-

namo & Santaló, 2013). From the WTA approach fol-

lows that size is (one of) the most important drivers of 

platform value. Optimal distinctiveness research sug-

gests that distinctiveness has both costs and benefits and 

that a performance maximizing (optimal) level of dis-

tinctiveness can be determined. We contribute to these 

literatures by integrating one of the most important var-

iables from the WTA framework, size, into the distinc-

tiveness framework. We argue that a platform’s size has 

                                                           
4 https://fairbnb.coop/manifesto-2/ 

implications for its distinctiveness strategy, by high-

lighting mechanisms through which this effect could 

manifest.  

We have focused our exploration on markets in 

which several platforms can coexist. Such markets are 

usually characterized by, for instance, low switching 

costs (Eisenmann et al., 2006) or local network effects 

(Lee et al., 2006). Seeing that platforms can prioritize 

different aspects of platform value such as platform 

identity or platform size (Cennamo, 2021) implies that 

platforms are likely to be of different sizes and that size 

plays a different role in the evaluation of platform per-

formance. We argue that that performance universally 

proxied as size would mean that small(er) platforms 

cannot achieve high performance and relate the choice 

of performance measure to different phases of platform 

development (Parker et al., 2016). We also argue that, 

under the above-mentioned conditions, it is optimal for 

a small platform to aim for high distinctiveness. We do 

so by suggesting propositions as a basis for future re-

search. This research may guide managers by highlight-

ing conditions under which high distinctiveness may op-

timize performance, and by discussing how this depends 

on the platform’s size. 

Some limitations apply. The conclusions may 

change when the main goal of the platform is to collect 

data that fuels other services, rather than a business that 

strives for profitability in its own right. For instance, 

Google launched Android mainly to drive its other ser-

vices and platforms such as Search and Google Maps 

and distributed it freely. It that case, increasing platform 

size in terms of number of users likely is the relevant 

performance measure across platform stages.  

Further, this study assumes that platforms differen-

tiate via their complement offerings. But there may be 

situations where the complementary product offerings 

are difficult to differentiate. See for example Fairbnb, a 

platform similar to Airbnb, which essentially offers the 

same service. Although distinct in terms of comple-

ments (much lower choice of houses), this is unlikely to 

offer superior value to users. It likely offers value to its 

users based on its organizational identity rather than its 

complementary product offering, as it aims to overcome 

some of the social repercussions attributed to Airbnb 

(e.g., rising real estate prices, or community fragmenta-

tion) based on its cooperative structure (reinvesting 

parts of their profits into local communities) and poli-

cies (e.g., one-house limit per user)4.  

Our work may be further expanded by theorizing 

about optimal distinctiveness strategies for other plat-

form sizes than small platforms. Further, while we argue 

that the relevance of different aspects of performance 

changes, future research could consider changes in the 
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environment in which the platform competes. Organiza-

tions can also possess more than one platform, with dif-

ferent identities between platform, and potentially also 

multiple identities per platform. Future research could 

explore how these conflicts affect distinctiveness strate-

gies  
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