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Monetary Incentivization of Crowds by Platforms

The platform industry is currently on the rise, and with so many platforms, acquir-
ing users and getting them to engage can be challenging. To address this, many
platforms are relying on crowdfunding, network effects and incentives, including
monetary incentives. But what techniques are platforms using to monetarily incen-
tivize their crowd? Although the study of platform dynamics has been on the rise,
including research on crowdsourcing, network effects and incentivization, there is
no present research being done on the methods being implemented by platforms
to use monetary incentives on their crowd. This paper uses an inductive empirical
method based on grounded theory, with data gathered from 15 different platforms
that are known to be using a monetary incentivization method, to analyze and cate-
gorize the different strategies used by platforms and their marketing objectives. This
paper presents useful information to assist managers to make the right decisions
regarding monetary incentives and for fostering the potential of their crowd.

Keywords: platforms, monetary incentives, crowdsourcing, network effects, incentivization

Author Information

Peter Konhdusner, Babes-Bolyai, Faculty of Economics and Business Administration,
Department of Marketing, Teodor Mihali 58-60, RO-400591 Cluj-Napoca, Romania
https://orcid.org/0000-0001-6717-1304

Maria Margarita Cabrera Frias, bbw Hochschule, Leibnizstrasse 11-13, 10625 Berlin,
Germany
https://orcid.org/0000-0002-2446-5430

Dan-Cristian Dabija, Babes-Bolyai, Faculty of Economics and Business Administration,
Department of Marketing, Teodor Mihali 58-60, RO-400591 Cluj-Napoca, Romania
https://orcid.org/0000-0002-8265-175X

How to cite this article:
Konhdusner, Peter, Maria Margarita Cabrera Frias and Dan-Cristian Dabija. “Monetary
Incentivization of Crowds by Platforms.”
Informacios Tarsadalom XXI, no. 2 (2021): 97-118.
== https:/dx.doi.org/10.22503/inftars.XX1.2021.2.7 ==

All materials
published in this journal are licenced
as CC-by-nc-nd 4.0

T

Z O - P O > v = >




Introduction

In the second quarter of 2020, seven of the top ten global companies by market
capitalization, including Apple, Microsoft and Amazon, had sharing platforms
(PricewaterhouseCoopers 2020). With so many platforms in the market (from social
media platforms to industry-disrupting infomediaries, like Airbnb), and new ones
being launched every day, acquiring users, and getting them to engage or partici-
pate can become a challenge. To address this, many platforms rely on the power of
the crowd, network effects and incentives, including monetary incentives (Katma-
da et al. 2011).

The study of platform dynamics has been on the rise over the last decades, with
recent research done on crowdsourcing (Sayedi and Baghaie 2017; Moysidou and
Hausberg 2019), network effects (Evans and Schmalensee 2017; Parker et al. 2017)
and incentivization (Katmada et al. 2011; Toker-Yildiz et al. 2017). Nevertheless, as
desk research shows and to the best of our knowledge, there is no present research
being done on the methods being used by platforms to offer monetary incentives
to their crowd, which opens up a research gap that the present study aims to fill.
Therefore, the research question addressed in this paper focuses on how and why
platforms use monetary incentivization to engage their crowd.

By examining this topic, the present paper will add theoretical input to the dis-
cussion about the use of incentivization techniques by platforms (Ashander et al.
2019; Bratu 2019a; Bratu 2019b; Furnham 2019; Mircica and Sion 2019). In terms of
practical input, understanding the different methods used by platforms will assist
managers to make the right decisions to foster the potential of their crowd.

While the theoretical aspects are covered by desk research, this paper aims to
expose the empirically possible ways to monetarily incentivize crowds on plat-
forms using an inductive empirical method based on grounded theory (Glaser and
Strauss 1967). Datasets from 15 different platforms that are known to use mone-
tary incentives, including Reddit, Groupon and TikTok, were collected and ana-
lyzed to categorize the different strategies as the outcome of the paper. After the
data were compiled and structured, clusters were created by grouping together
platforms showing similar characteristics, resulting in a theoretical approach of
categorization regarding the typical characteristics of platform strategies using
monetary incentivization for engaging their crowd. From a theoretical perspec-
tive, we provide useful insights regarding how the theories of crowdfunding and
platform economics are interdependent yet influence each other. From a man-
agerial perspective, we present useful information for platform owners regard-
ing how to use incentives with their audience to increase user acquisition and
engagement, by providing an overview of the different methods used by various
platforms to reach their objectives, and that can be key components of an overall
marketing strategy.

The paper is structured as follows: Section one presents an overview of the re-
search on platform dynamics, network effects and incentivization, while in section
two, crowdfunding theory is reviewed as a possibility to use and build a community.
Section three deals with the research methodology, while section four reports the
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empirical findings and describes the different incentive strategies used by the select-
ed platforms. Section five presents discussions of the analysis and categorization,
and then the paper ends with the main conclusions of the study.

This paper presents useful information for platforms looking for ways to use in-
centives with their audience to increase user acquisition and engagement, with the
paper providing an overview of the different methods used by various platforms to
reach their objectives, and that represent key components of their overall marketing
strategy.

1. Platform Dynamics, Network Effects and Incentivization

Platforms are defined by Zhu and Furr (2016) as “intermediaries that connect two
or more distinct groups of users and enable their direct interaction”. They allow
individuals and companies to pursue their own transactions by using the infra-
structure and services of a core organization (Hegel et al. 2008), and they create
an ecosystem that promotes shared values in place of traditionally transactional
relationships (Brown 2016). Platforms can often benefit from the sharing economy,
where “consumers and organizations have opportunities to collectively innovate
[and] create value” (Lim 2020; Stare and Jakli¢ 2020). Unlike products, which usu-
ally generate single revenue streams, platforms have the potential for multiple
revenue streams, which is why many organizations have entered the platform in-
dustry, with such platforms either being created outright as platforms or starting
out as products and then making the leap to platforms to serve their niche (Zhu
and Furr 2016).

Interactions on a digital platform work like any economic or social exchange in
the real world, meaning there is an exchange between the producer and consumer
of information, goods or services and some sort of value, e.g. a currency (Parker
et al. 2017; Culkin 2019; Olah et al. 2020; Stare and Jaklic 2020). These interactions
have clear relationships that enable business success, while ensuring a common
goal or purpose is provided, and a strong sense of trust within the network is pres-
ent to support the exchange (Brown 2016). The consumer can also switch sides and
become a producer - in which way, he would be called a “prosumer” (Dabija et al.
2019; Meilhan 2019).

An information exchange allows the parties to decide whether and how to engage
in a transaction. This means that platforms facilitate the exchange of information so
that further transactions can occur. On some platforms, the exchange of informa-
tion can be the desired outcome; for example, forums (e.g. Craigslist, Reddit), while
on other platforms, after exchanging information, the parties can decide to also ex-
change goods or services (e.g. eBay, YouTube, Uber). Depending on the category, the
entire exchange process can happen within the platform, while in other cases, the
exchange could be organized within the platform but continues outside of it. Finally,
there can be an exchange of a value unit, which could be traditional currency (mon-
ey) or other types of desired value, such as in-app coins or attention in the form of
likes, views and influence (Parker et al. 2016).



1.1. Network effects

One of the main features of platforms is the network effect, which can be used to
benefit their user and usage growth. According to Parker et al. (2016), the network
effect can be defined as the positive or negative change of a platform’s value in rela-
tion to the number of users of the platform. A platform that successfully generates
network effects will not only increase its value for the user, but also the overall
platform value; “in other words, when a user joins the platform, the value of the
platform to all other users increases” (Posthumus 2017). Social networks are the
most popular communication tools to attract potential customers now (Nadanyiova
et al. 2020; Pop et al. 2021). Some social networks use controversial online marketing
techniques to grow their market (Héder 2019).

Although the use of network effects within platforms seems more prominent to-
day, scholars began observing such effects as long ago as the 1970s, while a significant
growth in network effect theories took place in the 1990s (Evans and Schmalensee
2017). According to Parker et al. (2016), “positive network effects refer to the ability of
a large, well-managed platform community to produce significant value for each user
of the platform”. Belleflamme and Peitz (2016) discuss how network effects can be gen-
erated in quite different ways depending on who creates them and who is affected by
them. A situation where two user groups affect each other is called a two-sided network
effect (Evans and Schmalensee 2017). In this case, each user group is responsible for
the attraction of the other, creating a consistent cycle of engagement and retention of
users. One type of two-sided network effect is cross-side network effects, which occur
when an increase of one user group affects the value of the platform for the opposite
user group (Eisenmann et al. 2006). Two prominent examples of platforms that rely on
cross-side network effects are Uber and eBay, where more possible passengers attract
more drivers, more buyers attract more sellers, and vice-versa (Eisenmann et al. 2006).

In contrast to cross-side network effects, same-side effects occur when an impact of
users on one side of a network affects the value of the platform for that same side (Eisen-
mann et al. 2006). For example, social media platforms often create positive same-side
effects through the amount of people active in their network (Petrovic 2010; Dabija et
al. 2017; Sarbu et al. 2018; Atwell et al. 2019). Also, platforms like Uber or eBay use same-
side network effects to attract users because peer groups using the platforms result in
the encouragement of more people to join the platform. Another example includes the
facilitation of job searches through the usage of network effects (Lemke 2019).

Careful curation of the value shared on the platform is needed to maintain the
platform ecosystem (Grudin et al. 2019). The value creation on platforms is linked to
network effects, attracting more-demanding consumers to the platforms when val-
ue is created, which again attracts more providers offering value (Hagiu and Yoffie
2016; Slusarczyk et al. 2020). However, it is important to understand how certain
attributes contribute to customer satisfaction (Suzuki et al. 2019). These positive
network effects create competition for the best price-value-combination, because
charging or requiring payment can discourage the entry, participation, value cre-
ation and consumption, depending on where the charging occurs. It is therefore
important to analyze the value that is being created, so that the right point of mon-
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etization can be found without harming a platform’s ecosystem. Platforms can be
monetized by either generating revenue from the supply or the demand side of the
platform, by the successful transactions between the two sides or through providing
access to the whole community for external third parties, like advertisers (Posthu-
mus 2017). This means that users could be charged for access to the value created
on the platform, producers could pay for the access to a community, both can be
charged for the access to interactions, or both can pay for curation mechanisms that
enhance the interactions (Parker et al. 2016). A successful user experience strategy
must thus analyze the interactions of the users and the providers to identify the
sources of excess value that the platform generates to select where the monetization
can take place without inhibiting the growth by network effects (Durlauf 2019).

1.2. Incentivization

In many cases, a platform can begin free or with a discounted pricing to generate
the first network effects. Afterwards, it can move towards the “freemium?” strategy
of charging for extras. It can also have free or discounted prices for one side while
the other side pays. These incentives usually occur when one side highly values the
presence of the other side on the network (Parker et al. 2016). Monetary incentives
can be a way to promote desired behaviours, such as survey responses (Hansen
1980) or encouraging word-of-mouth referrals (Wirtz and Chew 2002). This effect is
strong mainly when combined with social incentives and influence, as social inter-
actions are found to be particularly significant (Toker-Yildiz et al. 2017).

Different incentives are used in crowdsourcing platforms as these are very high-
ly dependent on user participation. The incentives in crowdsourcing platforms
are usually individual (self-learning, enjoyment and altruism), social or monetary,
among others (Katmada et al. 2011; Pedregosa et al. 2020). Financial rewards trigger
extrinsic motives to get compensation and can be a good option when social or in-
dividual rewards are missing (BlasSkova et al. 2017). Crowdsourcing platforms often
use monetary rewards combined with reputation systems or other incentives, such
as self-marketing. Katmada et al. (2011) exemplify this with iStockPhotos, an online
stock image platform, where users can submit their photos and receive commis-
sion. Financial rewards can increase participation but should be used with caution,
as there is scepticism towards them, and they can decrease intrinsic motivation or
push people to try to cheat the system. Using small monetary incentives as an ini-
tial motivating factor and then utilizing other rewards, such as prizes, to achieve
sustained engagement can result in more sustainable results (Katmada et al. 2011).

2. Crowdfunding
Crowdfunding is a subcategory of crowdsourcing that was introduced by Howe

(2006) and that can be used by organizations to gather monetary funds. Further-
more, the organizations seeking crowdfunding as well as the platforms connecting
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the supporters and campaign organizers depend on the crowd. Generally, crowd-
sourcing follows the principles that external stakeholders are supporting the com-
pany by adopting core processes. This is the reason why crowdsourcing is seen as a
combination of the concepts of the “crowd” and “outsourcing” (Opstal 2013, 86). In
this regard, looking at crowdfunding, stakeholders are giving money to a project or
a company. Crowdfunding can be split up into four different categories: donation-,
lending-, reward- and equity-based crowdfunding. The basic principle involves a
crowd of people (many single “crowdfunders”) giving money for a project or ven-
ture in response to a campaign run by the project organizer (most of the time the
company or individual behind the project). While the basic principle is the same
for all four crowdfunding categories, the types of interaction and transaction vary
from crowdfunding category to category (Meyskens and Bird 2015; Gierczak et al.
2016); e.g. donation-based crowdfunding aims at giving money to people and pro-
jects in need, while the aim for lending-based crowdfunders is to earn interest. Re-
ward-based crowdfunding benefits people by providing goods or services in return
for their investment, while equity-based crowdfunding aims at a long-term relation-
ship and rewards, including a return of profits as well as co-determination (Agrawal
et al. 2014; Pedregosa et al. 2020; Konhausner et al. 2021).

Crowdfunding campaigns can have various levels of reach, from activating the
global community to seeking support from a local group of people (Mollick 2014). By
taking the potential conversion rate from lead to crowdfunder as well as the level of
engagement of the targeted community into consideration, the campaign organizers
can estimate the outcome of a proposed campaign. As diverse as the crowdfunding
levels of reach are, the definitions of the crowd and, therefore, the implications of
this are as well. The crowd can be a group of as few as two people, but also a commu-
nity of billions of users, such as Facebook users (Sternberg and Todd 1995).

The goals of crowdsourcing can vary from idea generation to support for product
development, while the general goal of crowdfunding is primarily seen as a finan-
cial benefit for the project. Besides that, an additional benefit for project organizers
can be identified in the marketing effect of the campaigns, namely shaping the pub-
lic image of the campaign object by communicating proactively about the campaign
as well as the goal of the campaign (Friedman 2013; Konhdusner et al. 2021). The
negative connotation of crowdfunding, which companies using crowdfunding often
encounter, namely that one of the reasons why they are using crowdfunding could
be that no bank, financial institution or investor is willing to give them money, can
be countered with the positive, long-term effects delivered on the marketing side
(Sayedi and Baghaie 2017; Pedregosa et al. 2020).

The crowd, nevertheless, must be able to see the clear benefit of the campaign
to engage the crowd and to win their commitment (Belleflamme et al. 2014). This
commitment can be differentiated between either the short-term or the long-term
commitment of the crowd that a project organizer is aiming for. These differ to some
degree, whereby short-term commitment can be accomplished by fulfilling the ba-
sic expectations on the return of the campaign, such as interest, goods or services,
while long-term commitment embraces more factors, like communication and the
integration of the crowdfunder. If the expectations of the crowdfunders are not met,
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a project organizer might face a trust issue (Zheng et al. 2016; Hollowell et al. 2019).
The best case would be to transform customers into long-term investors of the com-
pany (Ordanini et al. 2011).

For a project organizer, one of the first questions will be where to find potential
supporters for his or her endeavour. Online platforms can disrupt different indus-
tries, where they offer a way to disintermediate processes and to reach new audi-
ences (Hagel et al. 2008). For the project organizer, the trust a community has in the
selected platform can be of utmost importance as it can influence the success of the
campaign (Moysidou and Hausberg 2019). The success is also directly influenced by
the platform dynamics.

A typical crowdfunding campaign is, as pointed out, defined by supporters giving
money via a platform to a project organizer (Lukkarinen et al. 2016). There is also
the possibility of long-term relationships stemming out of crowdfunding campaigns,
usually, if there is a long-term return involved. The question remains though: What
would happen if a project organizer were to give back money to the supporters. This
can normally be managed by the platforms where project organizers and support-
ers meet. The platforms could also, potentially, give a monetary incentivization to
the users to engage on the platform.

3. Research Methodology

After highlighting the characteristics of crowdfunding and describing the features
of platform economics the linkage between platforms and crowds can be unidirec-
tionally explained: Crowds need platforms to interact and to participate in projects.
On the other side, the need of platforms for crowds in terms of loyal users is im-
minent. Without users, the platforms will not attract new projects and will fail to
acquire new users. In this regard, marketing for the platforms is one of the main
components of a sustainable business approach. As platform research mainly focus-
es on network effects and the adaption of the traditional marketing mix (Sridhar et
al. 2011), research on the option of a platform providing monetary incentivization
to the crowd is lacking.

Thus, the research question arises: Which methods of monetary incentivization
are used by platforms to attract, hold and engage users, i.e. the crowd? As this per-
spective is a new and innovative approach, a method is needed that can examine
this phenomenon and extrapolate it to a bigger scope.

This paper uses the inductive empirical method based on grounded theory (Gla-
ser and Strauss 1967; Tie et al. 2019) to uncover empirically possible ways to mon-
etarily incentivize crowds on platforms. This method involves constructing and
discussing theories based on the collection of data through various sources, such
as interviews and observations (Faggiolani 2011). As for this paper, the aim was to
gather data from different platforms (current platforms as well as on platforms that
have gone out of business or changed their marketing strategy) that are or were
using monetary means to incentivize their users to use and stick to the platform.
This should then, in turn, lead to a categorization of the different strategies applied,
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which can form key parts of an overall marketing strategy. Using grounded theory,
the phenomenon of users’ individual decisions can be made more understandable
(Aldiabat and Navenec 2011).

The data used in this empirical research was gathered by desk research and pro-
cessed according to grounded theory (see the underlined steps below, which are
in accordance with Bernard and Ryan 2010). A total of 15 platforms from various
industries were identified based on their industry relevance as well as the growth in
their specific niches. Table 1 shows the selected platforms.

# |Name # Name

1 |Reddit 10 Zoom

2 |PayPal 9 GrubHub
3 |TikTok 10 Xbox

4 |FatKat Club 11 Groupon
5 |Good Shepard Entertainment 12 Duolingo
6 |Airbnb 13 Dropbox
7 |Uber 14 Trello

8 |eBay 15 WeAre8
9 |99designs

Table 1. Overview of the selected platforms

In the first step, the data of the platforms and businesses were descriptively ana-
lyzed and tagged with keywords (codes). The incident, as the typical observational
unit of grounded theory (Glaser and Strauss 1967), is the use of monetary incentiv-
ization techniques to form/retain a crowd. The hypothesis for this grounded theory
approach is that different clusters with objects having similar characteristics can
be derived from the data gathered in the first step. The data were clustered into
different groups according to the analysis of the shared characteristics (concepts).
These clusters were named as categories in the last step and their common attrib-
utes were described. The research resulted in a theoretical approach with categories
embracing the typical characteristics, which need further verification, indicating if
they are generally applicable for platforms using monetary incentivization for en-
gaging their crowd. Further research steps have been gained and noted throughout
the whole process.

4. Research Findings
The research is based on desk research that brought up 15 different cases, which
are summarized in Table 2. Besides the case number in the table view of the de-

scriptive analysis of the platforms and businesses, the name of the platform and the
marketing method of interaction with the crowd are highlighted. Also, the objective
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that can be attributed to the specific method regarding the platform is pointed out.
Furthermore, the incentivization is briefly qualitatively described by the authors
and a rough starting point of time when the platform started using the method is
noted down (step 1 — codes). References to the individual cases are directly included
in Table 2.

The data was gathered by doing research on the relevant platform as well as on
the marketing techniques used by the platform in the past and currently. The table
has been filled with data including the incentivization method used by the platforms
(in the form of a keyword), the maturity of the method (describing, if it is a short-term
(up to two years), medium-term (up to five years), or long-term marketing (more
than five years) approach), and an explanation of the incentivization approach in
a descriptive form. The maturity was analyzed taking the observed incentivization
objective and method used into consideration. Besides the date, where the specific
method was first introduced or used on the platform as well as the primary objective
of the method has been noted down in the table (e.g. user acquisition). According to
Bernard and Ryan (2010), this step is the coding phase, which is the foundation of
the grounded theory approach.

The forum and communication platform Reddit engaged their community by of-
fering shares in their project, which can be seen as a long-term loyalty programme
to strengthen the community and to carve out its user orientation even more. The
announcement of promoting user involvement in this way echoed throughout the
internet in 2014 (D’Orazio 2014).

As an experiment to grow faster and to acquire new users quicker, the payment
service provider PayPal initially offered new users a free 5-dollar voucher for sign
up. This is an example of a cost per action (CPA)method. The downside of this meth-
od for PayPal was that users were free to decide where they would spend the money,
which led to a lot of new registrations, a massive amount of money spent in terms
of vouchers, but a minimal engagement of users as many seemed to create new user
accounts just to get the voucher, then leaving the account untouched afterwards
(Parker et al. 2016; O’Connell 2020).

The social media platform TikTok uses a variety of different methods to acquire,
retain and engage users on their platform. Many of the methods, which include a re-
ferral programme, a rewards programme and a creators’ fund, were introduced in
2020 and TikTok believes they should lead to user and engagement growth (TikTok
2020). The two gaming-focused equity-based crowdfunding platforms FatKat Club
(planned launch in 2021) and Good Shepherd Entertainment are trying to target
crowds that are supporting games. In contrast to general equity-based crowdfunding
platforms, gaming-focused offerings tend to have a higher community engagement
factor due to the nature of the subject matter. Both platforms offer rewards as well
as revenue share and curation mechanisms, but FatKat is also open to non-accred-
ited investors, which would mean targeting a whole new audience (Pereira 2020;
Good Shepherd Entertainment 2020).

— = 105 —"



# |Name Method Incentivization explained

1 |Reddit Equity Community got offered shared of the project

2 [PayPal CPA PayPal gave a 5 USS voucher to every new registrar

3 |TikTok CPA -Referral program: where users get an incentive to invite friends
-Rewards program: users get incentives to engage with content
-Creators fund: users get incentives to become content Creatorsand
monetary Rewards for the quality of the content
incentive varies according to Countries and some are temporary

4 |FatKat Club CPA Rewards, Revenue Share, Curation, Non-Accredited Investors
(opening up a whole new market)

5 |Good Shepard CPA Rewards, Revenue Share, Curation

Entertainment

6 |Airbnb CPA Airbnb Plus: incentive program to help hosts cover the cost of fixes
they’ll need to complete to become verified for Airbnb Plus
T-Points: Users get points for joining Airbnb and booking stays.
These points can later be redeemed for rewards with partners.
(Japan)

7 |Uber CPA Voucher for the first ride and for referring new users

8 |eBay CPA Commission is paid for every sale refemred; also additional
information for sellers for better marketing is provided

9 [99designs coupons for the first order placed on the platform?

10 [Zoom

9 [GrubHub CPA Refer a Friend: 10$-15$ voucher for the first order with referal code

10 [Xbox indirect CPA Microsoft sold the console (first Xbox) under the production cost
(resulting in a negative marginal return) to grow the installed base

11 (Groupon CPA Grupon Bucks: Rewards that users can gain by participating in
activities and can be used within the platform
Refer-A-Friend: Users can get Grupon Bucks if they refer a new user
and they make a purchase

12 |Duolingo indirect CPA free months of premium membership for referred users

13 |Dropbox indirect CPA free storage for referred users

14 |Trello indirect CPA free premium months for referred users

15 |WeAre8 CPA community is paid for watching social content & interacting

Table 2a Overview from our platform research
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# |[Name Objective / Concept Introduction Date
1 |Reddit User Involvement 2014
2 |PayPal User Acquisition 1999/2000
3 |TikTok User Acquisition, user engagement and Creators fund: Since July 2020
content creation Referral and rewards program are
temporary and might come and go as
needed by the platform
4 |FatKat Club User Retention through equity-based 2021 (official start of website / program)
crowdfunding in games
5 |Good Shepard User Retention through equity-based 2011 (as a company, later as a platform)
Entertainment crowdfunding in games
6 |Airbnb User Acquisition and engagement n.d.
7 |Uber User Acquisition 2009
8 |eBay Sales Promotion 2014 (relaunched 2019)
9 [99designs n.d.
10 |Zoom n.d.
9 [GrubHub User Acquisition n.d.
10 [Xbox User Acquisition 2001; 2014
11 |Groupon User acquisition and engagement n.d.
12 |Duolingo User Acquisition n.d.
13 |Dropbox User Acquisition n.d.
14 |Trello User Acquisition 2015
15 |WeAre8 User Engagement n.d.

Table 2b Overview from our platform research
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# |Name Maturity Reference

1 |Reddit long-term D'Orazio 2014

2 |PayPal short-term Parker et al. 2016; O'Connell 2020

3 |TikTok short-term https://www.tiktok.com/legal/terms-of-use?lang=en
https://www .tiktok.com/legal/virtual-items?lang=en
https://www.tiktok.com/legal/creator-program-terms-of-
service?lang=en
https://www.tiktok.com/legal/tiktok-referral-program-
terms?lang=en

4 |FatKat Club medium-term  |Pereira 2020

5 |Good Shepard medium-term  |https://www.goodshepherd.games/

Entertainment

6 |Airbnb short-term https://www.airbnb.com/help/article/2368 /how-does-the-|
airbnb-plus-advance-incentive-program-work
https://www.airbnb.com/t-point/

7 |Uber short-term http://heartofcodes.com/marketing-strategy-of-uber/
https://www.annexcloud.com/blog/ubers-marketing-
strategy-in-7-steps/

8 |eBay short-term https://pages.ebay.com/seller-center/listing-and-
marketing/ebay-partner-network.html

9 [99designs

10 |Zoom

9 |GrubHub short-term https://www.grubhub.com/legal/referral-terms

10 |Xbox mid-term Tassi 2014; Parker et al. 2016

11 (Groupon short-term https://www.groupon.com/legal/specialprograms

12 |Duolingo short-term https://www.duolingo.com/plus

13 [Dropbox long-term https://help.dropbox.com/de-de/accounts-billing/space-
storagg/earn-space—referring—friends

14 [Trello long-term https://trello.com/recommend
https://www.makeuseof.com/tag/get-free-trello-gold-can

15 |WeAre8 mid-term https://www.weare8.com/

Table 2c Overview from our platform research
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The hospitality disruptor Airbnb is focusing on user acquisition and engagement
in the short term with an incentivization programme as well as a gamification ap-
proach (Chou 2019). One of their incentives is support for hosts to become verified
for Airbnb. Another of their programmes takes advantage of gamification, by al-
lowing users to get T-Points whenever they book accommodation. This approach is
currently in the test phase in Japan (Airbnb 2020).

To acquire new users for its ride platform, Uber offers vouchers for the first ride as
well as for referring new users. Moreover, there are temporary in-app discount offers
for users coming back after a while away to encourage them to use the service again or
to incentivize users to make longer trips during non-peak times (Miller 2016). Another
major platform, auction platform eBay, has outsourced most of its campaign-specific
marketing to the sellers themselves by providing them with the tools needed to pro-
mote their own articles that they put on sale on the platform. Thereby the users them-
selves drive new users and keep up the user engagement. Moreover, commission is
paid to users who are referring new users who make a new sale (eBay 2020).

The food delivery platform GrubHub operates on a short-term cost per action
(CPA) basis, offering 10 to 15 dollars in the form of a voucher for referring a new
customer upon their first order. This method is quite common among food delivery
platforms, although the voucher value of GrubHub is high and hence, the long-term
orientation of the user commitment in that case could be questionable (GrubHub
2020). The gaming console Xbox sold its hardware under production cost causing
a negative profit margin just to grow its installed base of future users, who will
then buy the games and subscribe to services. This medium-term strategy can be
described as an indirect CPA (Tassi 2014; Parker et al. 2016).

Referral methods as well as gamification features can be found on the voucher
platform Groupon, where users can earn points for participating in activities and
can mediate new users. These techniques can also trigger competitive thinking and
lead to more platform usage (Groupon 2020). Using an indirect CPA, language learn-
ing app Duolingo offers free premium membership months for referring new users.
This is an indirect monetary investment, exchanging possible revenue for onboard-
ing new users (Duolingo 2020).

Similar methods can be seen being used at cloud-service provider Dropbox, which
is offering free storage for referred users, while task-management tool Trello is giving
away premium months for referrals. Calculating the value platforms spend for new
users by incentivizing existing users with intangible services reveals the value refer-
rals have for platforms (Patkar 2015; Dropbox 2020). Social media platform WeAre8
pays users money for using the platform and for staying loyal. Added gamification
elements are also triggering higher user engagement (Brown 2014; WeAre8 2020).

5. Categorization and Discussions
Mutual characteristics of the datasets gathered were identified and clusters were

formed (step 2 — concepts). These definitions of concepts lead to the formation of
categories (step 3 — categories), which are presented here in a joint table with the
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characteristics (see Table 3). Some of the datasets can be inserted into more than one
category which validates the fuzzy transitions between methods.

binding, goal is to

competition and

user in the ecosystem is the

#|Category Name of Cases (#) Specified Probability of Comments Total covered by cases
Cluster Attributes Success observed
1|Acquisition-Driven 238 2;4 short-term user |low entry barriers  [short-term marketing activities 26.67%
acquisition positively affect the |[to drive users to the platform;
acquisition (see also |network effects are needed to
Parker et al. 2016) |bind them longer
2|Integration-Driven 1,15 long-term direct |unclear, but Platform case #15 unclear 13.33%
user dialogue probably high (see |because of individual usage
equity- pattern
crowdfunding)
3|Retention-Driven 3,4,5,8,10,15 |mid-term user depends on For all platforms keeping the 40.00%

keep the user in |other offers

the ecosystem

goal, but in thee cases the focus

of the platform interaction with

the users is to bind them mid- to
long-term

Activation-Driven

Some Activation-Driven
Platforms are also using
marketing instruments to
stimulate the community

3,6,9,12,13, 14 |long-term gamification
engagement (also |elements and
because of the reminders have a
design of the positive effect on
platform) and the success of the
referral,
gamification
elements

long-term activation

Table 3 Data categorization (own creation)

The two most prevalent categories (both accounting for 40%) of monetary incen-
tivization of platforms for their respective crowds aim at retention as well as activa-
tion. Retention-driven approaches are aimed at a medium-term binding of users to
keep the users in the ecosystem. The primary objective is to not let the user migrate
to another platform rather than raising his or her engagement. This latter objective
can be a positive side effect but is not the purpose of the activity. Keeping in mind
that users are more difficult to win back than to keep in the system at nearly all costs
(Bruhn 2016), platforms try to lock users into the system hoping for them to become
more active and deliver more value.

Activation-driven approaches, on the other hand, use elements like gamification
to raise the engagement of users in the long-term. Another objective is to trigger
referrals caused by the belief of the users that the platform is adding value. Addi-
tionally, the design of the platform aims to deliver an enhanced user experience.
Marketing-driven approaches (approximately 26% of the sample) aim at short-term
user acquisition for the platform, ignoring the medium- to long-term value a user
can bring to the community as well as to the company. Besides the effective use of
word-of-mouth marketing’s low entry barriers benefit quick user-acquisition.

Approximately 13% of the datasets reviewed involved integration-driven ap-
proaches aimed at an intensive, long-term user dialogue. This can be triggered by
integration of the user into the company as a shareholder or a close stakeholder.
One of the reasons why this approach is not widely applied is that the long-term
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consequences are unknown and cannot be assessed yet. Also, the benefits of such a
close integration can be too blurry for companies to agree on this close partnership
with the crowd.

Research in the platform field has also focused on the different categories men-
tioned. The results of this paper are complementary to the findings of Bezzubtse-
va and Ignatov (2013) in terms of the typology of users a collaboration platform is
aiming for. Also, research has reported how mobility platforms are aiming to at-
tract more users through different means (Malzahn et al. 2020). Geng et al. (2019)
point out that big data analysis can be used for the improving the user acquisition
of industrial data platforms. Gutierrez-Leefmans and Holland (2019) highlight how
platforms can be seen as business models for small- and medium-sized enterprises
and focused their research on user retention by implementing an activity system.
Granfeldt and Nyqvist (2019) concentrate on retention mechanisms for users on
multisided platforms but did not take equity-based approaches into consideration.
In terms of user activation, Lee and Kim (2019) propose a toy-focused approach for
an open-source platform using a 3D printer for the community. As another aspect
covered, the effects of message interactivity and platform self-disclosure on user
activation were discussed by Adam and Klumpe (2019).

A |

long term 1
MEDIUM Integration
mt.adium. term ) _ o _ Daa R T IR

orientation

i

]

]

|

short term i

low risk affinity high

Figure 1 Monetary user-incentivization categories for platforms (own concept)

From a scientific standpoint, this research adds to the research about platform
dynamics from a monetary marketing perspective. It highlights the possibility that
platforms can use direct monetary means to incentivize users to employ a platform
and to engage on the platform. The approach aiming for user integration (by giv-
ing equity of the platform to different users) is a relatively new, innovative way
to bind users, who are already emotionally loyal, to the platform economically for
the long term. Out of the generated categories (see Table 3), a theoretical approach
(step 4 of the grounded theory) can be derived, which is depicted in Figure 1. The
four categories are plotted on a matrix consisting of the dimensions “risk affinity”
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(of the platform owner) and timely orientation of the methods used for monetary
user incentivization. The risk affinity is derived from the depth of the integration of
the user into the ecosystem of the platform. As a user is only slightly involved in the
platform if newly acquired, but heavily involved if he/she owns equity in the plat-
form, these two categories form the outer layers. The respective size of the depicted
spheres shows the observed quantity of the respective category.

Risk affinity in the model is observed from the perspective of the platform own-
er. The more the platform ecosystem is open towards the community and the more
impact the crowd can have, the higher the risk for the platform it may lose control
or may become even more dependent on the community. The short-term acquisition
of users without long-term engagement leads, therefore, to a minimum risk for the
platform, while giving a voice to the community, while integrating them deeply into
the business model raises the risk.

6. Conclusions

Rather than using crowdfunding to finance platforms, the managers of platform
businesses are now asked to proactively act to retain high-potential users who can
help secure the long-term success of the venture. To win the “battle” for users on
the platform market, platform owners are called to “arms”, attempting and utilizing
new methods in marketing, such as monetary incentivization, to foster all aspects
of their interaction with the user, from acquisition over activation and retention to
intra-company integration.

This information can be useful for managers when assessing at what point of the
marketing strategy they currently are and how offering monetary incentives can
support them to reach the company goals. It is interesting to see how more com-
panies are opting for using monetary incentives to reach their medium-term goals
of retention and activation, with a moderate risk, followed by acquisition and ad-
dressing short-term goals. On the other side, long-term objectives can be difficult to
measure, making them less attractive for brands.

Among the limitations of the present study, we can highlight the fact that the re-
search focused only on successful international platforms. A further look at smaller
platforms acting on certain national or regional markets could reveal new infor-
mation. Furthermore, the dimensions for the time pattern as well as risk affinity
in the theoretical approach could be discussed critically. Additionally, as shown in
the literature review section, many businesses are acting like platforms themselves
already, but were not considered in this research as they are not categorized as pure
platform businesses.

The research shows that many platforms tend to focus on short- to medium-term
methods to acquire new users rather than engaging with existing users for the long
term and acting on their experience and loyalty to the platform, which could - in
return - lead to a higher value creation and a higher return than from unpredictable
new users. Further research will show if there is a trend towards user integration on
platforms in the future. It would be interesting to see how the distribution of incen-
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tivization methods among platforms has changed and will further change over time.
Another approach for further research would be to add cultural dimensions to the
model, such as the origin of the platform or the respective management. Further-
more, users could be interviewed about their motivation for engaging in a platform,
which could be passive (as in reading only) or active (as in influencing the business
actively). The most interesting questions after all could be, who benefits most out
of the integration-driven approach in the long run - the platform or the user — and
what are the main positive outcomes of this innovative method?
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