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Two Main Mechanisms Creating “Tippy” Markets

• 1. Network Externalities

Size of Installed Base

Availability of 
Complementary Goods

A large 
installed base 
attracts 
producers of 
complementa
ry goods

The availability of 
complementary 
goods attracts 
users, increasing 
the installed base 



Two Main Mechanisms Creating “Tippy” Markets

• 2. Social Referral



Platform owners orchestrate attention in ecosystem
• Platform owners can direct attention using recommender systems, “featured” 

listings, prime positioning on website, bundling, awards, and more.

• The effect is LARGE.



“Ed Sheeran 'owes career to Spotify‘” -
http://www.bbc.com/news/entertainment-arts-30436855

http://www.bbc.com/news/entertainment-arts-30436855


“Games that warrant a Platinum release are the cream of the crop, the very 
best games that have been published . . . They’re often titles that are 

innovative in their design and feel, offer immersive gameplay, wowed game 
critics and received their fair share of accolades and awards.” – Sony website

Introduction Theory Hypotheses Data Results Contributions

http://mt.playstation.com/ps2/news/ps2-goes-platinum-part-1.html
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Analysis of 25 identical game-pairs:
• Endorsed re-releases enjoy a weekly 

sales increase of 269 units for a period 
of eight weeks

• The effect is more pronounced for 
games with lower initial sales
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Question

• Which complements do platform owners want to boost?
• The highest selling?
• The ones with best reviews?
• The ones that give them the best royalty terms? 
• Only their own complements?



Data
• All 7th generation video games released in UK between 2007-2011:
• Excluding games released in 2011 to allow for 1 year lifecycle
• Excluding games released on Nintendo Wii due to fundamental differences

• Final sample of 487 PS3 and 551 Xbox 360 games of which 65 and 68 games were chosen 
for endorsement, respectively:
• UK sales data at game-platform-week level from platform sponsor
• Game characteristics (genre, publisher, release date, exclusivity, etc.) at game-platform level 

from platform sponsor
• Game quality data at game-platform level from Metacritic.com

• European sales data at game-platform level from VGChartz.com

• We also interviewed senior execs at the gaming units of Microsoft, Sony, &  Amazon 



To whom do platform owners want to direct attention?

• Up-and-comers
• Up-and-coming games have a probability of endorsement that is 12.85% higher than for games in 

the top 2.5% sales rank category (p < 0.01), and 15.75% higher than for games in the bottom 80% 
sales rank category 

• àMore value to be unlocked & better royalty terms for platform

• Ecosystem completers
• Games in high value genres without recent hits are 13.58 times more likely to be endorsed than 

games in high value genres with recent hits
• àRounds out ecosystem, attracting more customers to platform

• Platform showcasers
• Games that showcase distinct advantages of platform (“Plays best on…”)

“We have a portfolio team and we look at how the games round out the portfolio and sell the console. 
Our first-party games are designed to showcase what the console can do. With our third-party games, 
we are asking, ‘Does it look best on Xbox? Does it play best on Xbox?” (Founding member of Xbox team)



Implications

• Sophisticated platform owners use selective promotion to 
strategically manage value creation and value capture in the overall 
ecosystem. 

• By directing attention to particular complements in “tippy” markets, 
platform owners can make stars. 

• Often complements that receive “best of” awards  aren’t the best on 
any particular performance metric, or even any combination of 
typical performance metrics

• New platforms can learn to be more strategic by studying platforms 
that have mastered strategic orchestration



• One of the papers based on our research (“Platform Strategy: Managing 
Ecosystem Value Through Selective Promotion of Complements”) is 
now available (open access) at 
https://pubsonline.informs.org/doi/pdf/10.1287/orsc.2019.1290

• Feel free to reach out! 
• mschilli@stern.nyu.edu or @mschilli1 (Twitter)
• j.rietveld@ucl.ac.uk or @gjrietveld (Twitter)

• Thanks!

https://pubsonline.informs.org/doi/pdf/10.1287/orsc.2019.1290
mailto:mschilli@stern.nyu.edu
mailto:j.rietveld@ucl.ac.uk

