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Abstract 

In order to understand the platformization of OTT messaging services, this paper 

applies the strategic framework of platform strategies to examine how the OTT 

messaging platforms have been evolving in a mobile environment. It investigates the 

platform business models and platform strategies of WeChat and LINE, the 

representative fast growing mobile platforms in Asia. By cross-case comparisons of 

WeChat and LINE, the results show that while WeChat builds an open platform to 

implement an “app-within-an-app” business model, LINE focuses more on developing 

new products and services for its core messaging platform. This has led to differences 

in their platform business models, platform strategies, and competitive advantages for 

platform leadership. However, by integrating smartphone features, opening API, and 

cooperating with third parties, both app giants are positioning themselves as gateways 

to a mobile lifestyle with the provisions of multiple application services and content. 

Overall, this study provides insights into the keys of the successful platform strategies 

for OTT platform businesses. 
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OTT, mobile messaging app, platform strategy, WeChat, LINE 

 

1. Introduction 

In recent years, mobile-based OTT (over-the-top) messaging and voice services have 

been growing rapidly. According to eMarketer, the number of global users of OTT 

messaging apps will grow from 1.4 billion in 2015 to 2 billion by 2018 (eMarketer, 

2015). OTT messaging providers such as WhatsApp, LINE, and WeChat, deliver 

messaging and voice services to users over the Internet, bypassing the traditional 

telecom operator’s network. Most of these new mobile-based messaging providers 

deploy a two-sided market model as their business model to provide users low-cost or 

even free services, meanwhile accumulating more and more users to establish a network 

effect and create revenues from other channels like advertising, transaction fees, or 

premium content (Conido, 2015).  

Nowadays, consumers increasingly use OTT messaging apps not only to send texts 

and make calls, but also to share photos, videos, voice clips, and even stickers. While 

WhatsApp in the U.S. and Europe focuses on essential messaging features, WeChat, 
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LINE, and KakaoTalk in Asia are all-encompassing one-stop service platforms that 

combine social networking features with communications ranging from online-to-

offline, e-commerce, payment, gaming and even media services (Singhania & Sale, 

2014). For example, in 2015 LINE Corporation launched a variety of lifestyle and 

entertainment apps such as LINE Pay, LINE TV, LINE Taxi-calling, LINE Mart, and 

LINE Manga. One of its key strategies is to turn its messaging app into a mobile 

communication platform, instead of just being a messaging tool or game platform 

(Martin, 2016). 

In China “WeChat” has pivoted from its early phase as a simple messaging app 

into a full social e-commerce platform. WeChat conducts an “apps within an app” 

platform model for users to trade with 10 million “official accounts”, which offer a 

variety of services including newspapers, airplane ticket purchasing, personal drivers, 

and health consultations, by paying through mobile payment services (Fame House, 

2015). Similarly, in Korea “KakaoTalk” has developed its core platform with a variety 

of follow-up platforms such as mobile commerce, mobile advertisement, and mobile 

games (Han & Cho, 2015).  

As recent evidence indicates the “platformization” of mobile OTT services (Ballon, 

2009), this study proposes that it is appropriate to use platform strategy perspectives as 

an analytical framework. The concept of a platform illustrates the mediating entities 

that enable the exchange of products or services by coordinating interactions between 

two or more distinct, independent groups of stakeholders (Hoelck & Ballon, 2015). 

Isckia and Lescop’s (2015) incorporated the concept of business ecosystem and the 

catalyst strategy presented by Evans (2007) into the strategies of platform-based 

ecosystems, and divided them into three stages: ignition stage, development stage, and 

renewal stage.  

Therefore, in order to understand the platform development of OTT messaging 

services, this study poses the following research questions: Why do OTT messaging 

providers develop diversified content and services (payment, games, music, e-

commerce) in addition to their messaging services? What type of platform business 

model and specific platform strategies do OTT messaging providers employ? Finally, 

how do OTT players become platform leaders in the OTT messaging market? Among 

studies of OTT messaging services, Han & Cho (2015) have used KakaoTalk as a case 

study to investigate the determinants of a successful platform business model and 

proposed a platform evolution pattern for mobile social networks. Han & Cho’s 

research provides a holistic, theoretic perspective for examining the platform 

development of OTT messaging services. Thus, this study focuses more directly on the 
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aspect of platform strategies, and applies platform strategies to make cross-case 

comparisons.  

This study is structured as follows: First, the current development of OTT 

messaging services is discussed. Second, follow the review of literature on platform 

theory in general and move ahead to the analytic framework of platform strategies. 

Thirdly, by employing a case study, this paper analyzes the platform strategies of the 

two biggest Asian OTT messaging services, WeChat and LINE. The conclusion of this 

study elaborates on the keys of successful platform strategies for OTT messaging 

providers. The significance of this research is to shed more light on OTT platform 

businesses.  

 

2. Background 

2.1 The definition of the OTT messaging services 

OTT (over-the-top) refers to the contents, services and applications intended for 

end-users and accessible through open Internet (Nomura, 2014). OTT has two 

distinctive features. Firstly, OTT provides consumers with free contents, services and 

applications, serving the same purposes as telecommunication does and competing with 

telecommunication at the same time. In many cases, OTT and telecommunication can 

be easily replaced by each other. For example, consumers may use Skype instead of the 

voice service provided by telecommunication corporations; consumers can also send 

messages through LINE instead of using telecommunication corporations’ Short 

Message Service (SMS).Secondly, OTT services are capable of bypassing the network 

layers implemented by telecommunication corporations and reaching consumers 

directly through open Internet. Apparently, OTT transmission process is free from the 

gatekeeper and interference implemented by telecommunication corporations (Jayakar 

& Park, 2014).  

There is a wide array of OTT services, including most of the contents and 

application services available on Internet. According to a report released by OECD 

(2014), OTT services are divided into many categories, such as real-time 

communications, entertainment video services, cloud computing and storage, 

telework/telepresence, financial services, Internet of Things, and smart homes. This 

study defines OTT messaging services as the real-time voices and messaging services 

transmitted via open Internet. OTT service providers directly provide consumers with 

various digital contents, applications and services, such as VoIP, IP Messaging (e.g. 
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mobile messaging, fixed messaging) and community websites, through the public 

switched telephone network (PSTN) implemented by telecommunication corporations 

(Sujata, Sohag, Tanu, Chintan, Shubham, & Sumit, 2015).  

2.2 The rise of the OTT messaging services 

OTT messaging apps have become increasingly popular in recent years. According 

to a survey released by TNS Global market research company in 2015, 55% of Internet 

users worldwide use OTT messaging apps daily while 76% of users worldwide use OTT 

messaging apps weekly. In the newly developed “mobile-first” market, OTT messaging 

apps has a huge market share, for example 69% in China, 73% in Brazil, 77% in 

Malaysia, and 64% in South Africa. The Western market falls far behind the newly 

developed market, for example UK (39%) and USA (35%) (TNS, 2015). There is no 

doubt that OTT messaging apps have become the mainstream mobile applications as 

smartphone’s market share continues to grow. According to a report released by KPCB 

(2015), in today’s world 6 out of the most popular 10 mobile applications are OTT 

messaging apps (Meeker, 2015).  

The author analyzed OTT messaging market, concluding that consumers’ 

preference for private sharing within a community has contributed to the rapid growth 

of OTT messaging market. Users and their friends can rapidly establish a non-open 

connection and communicate with each other through OTT messaging apps. OTT 

messaging apps serve as a daily communication center for a group of mobile phone 

users. The unique feature makes OTT messaging apps different from the public 

community websites such as Facebook and Twitter (Meeker, 2015; Baker, 2015). 

Moreover, OTT messaging apps provide consumers with a wide variety of 

communication models and application services such as one-on-one payment and 

mobile commerce. The innovated applications have undoubtedly gained popularity 

among consumers (eMarketer, 2015).  

Taking a look at the worldwide market, Facebook acquired Whatsapp in 2014 and 

strategically integrated Facebook’s mobile phone messaging functions into Messenger 

App, which became the leading service provider in Europe and United States’ OTT 

telecommunication market in 2015. Now, Whatsapp services are distributed primarily 

in South America and Europe with 1 billion monthly active users while Facebook 

Messenger services are primarily distributed in North America with 900 million 

monthly active users (App Annie, 2015). In Asia, local OTT messaging players play an 

important role in the market. For example, WeChat has the biggest market share in 

China with 762 million monthly active users; LINE dominates Japan, Taiwan, and 

Thailand with 215 million monthly active users; and KaokaoTalk dominates Korean 
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market with 480 thousand monthly active users (Smith, 2016).  

2.3 The platformization of the OTT messaging services 

Inspired by WeChat’s success in e-commerce and mobile payment in China using 

its open platform, OTT service providers, such as Facebook and LINE, have created 

full-fledged social media platforms in recent years to provide a wide array of services 

such as payment, stickers, games, commerce, news, food delivery, taxis, and 

community-sharing for users’ convenience. As a result, OTT messaging apps has 

developed into a business platform along the irreversible trend of “platformization” 

(Ballon, 2009).  

Business model plays a critical role in OTT platform businesses. The business 

models associated with OTT communication services are divided into several 

categories, namely, free services, premium, freemium, bundled, advertising models, 

direct payment models, and funded through other services (Detecon, 2014). OTT 

communication service providers provide consumers with business services either free 

of charge or at a minimal charge for two reasons. Firstly, OTT service providers do not 

have to operate network transmission system. Secondly, OTT service providers provide 

users with multiple contents and services through open Internet while linking with other 

markets’ customer groups to create new revenue models such as Internet calls, digital 

content sales (games, stickers), accurate advertising, official account, mobile commerce, 

O2O, and mobile payment.  

For telecommunication service providers, OTT is a formidable competitor because 

OTT provides almost the same services as telecommunication corporations do. As soon 

as users switch to OTT services, telecommunication corporations lose a portion of their 

communication revenue (IDATE, 2015). On the other hand, however, OTT loses its 

customers if users are not satisfied with their Internet-surfing quality. Therefore, some 

OTT service providers work with telecommunication service providers and introduce 

pricing package that combines OTT communication services with telecommunication 

fees so as to stimulate consumers’ demand of mobile Internet and at the same time 

provide consumers with better OTT communication services. There is no doubt that 

OTT service providers and telecommunication corporations work with and compete 

against each other.  

For example, LINE and NTT DoCoMo introduced mobile phone numbers to 

consumers in 2016, charging only 500 Japanese yens per month per number, allowing 

consumers to use LINE without consideration to website traffic (Kageyama, 2016). 

According to the facts stated above, OTT communication service platform requires the 
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business models designed for multi-sided platforms. Therefore, OTT communication 

service providers have to link the customers of various markets using their platform 

strategies and serve all customers through the platform in order to create a co-operative 

environment for their platforms.  

 

3. Literature review and analytical framework 

3.1 The concept of platform and platform theory 

The concept of platform originated from two-sided market theory (Rochet & 

Tirole, 2003; Armstrong, 2006). According to the traditional economics, two-sided 

platform refers to a physical or virtual matchmaking place created by platform business 

that allows customers from both sides to interact with each other on it. For example, 

credit card corporations serve as an intermediary between shops and consumers; 

advertisers are linked with consumers through advertisements. Rochet and Tirole (2006) 

pointed out that the platforms in a two-sided market was designed to bring both sides’ 

users together, allowing them to complete transactions and interact with each other 

through the platform; platform owners implemented optimal fee-collection mechanisms 

for users of both sides in an attempt to attract them to the platform; with two-sided 

market models, platform owners could link demander groups with supplier groups, 

allowing supplier groups to provide demander groups with products and services 

(Conido, 2015).  

With the rapid development of information technology, many OTT service 

providers have attracted more than two groups of customers. For example, Facebook, 

Google, and Apple provide platforms to facilitate the interactions between users and 

advertisers, in addition to linking third party developers and corporations through open 

API, allowing them to provide services through the platforms. Therefore, some 

researchers introduced the concept of multi-sided platform (MSP) based on the two-

sided market (Evans, 2011; Hagiu & Wright, 2015). MSP is designed to identify 

multiple groups of users that need one another and to serve as an intermediary to satisfy 

their needs (Evans, 2011). Apparently, MSP facilitates the direct interactions between 

more than two groups of customers. This is exactly the value created by MSP for 

customers (Hagiu, 2014).  

Gawer & Cusumano (2002) introduced the concept of “industry platform” to the 

platform manufacturers specialized in operating system, for example Microsoft, Apple, 

and Google. A modularized core technical framework was provided, allowing 
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complementary vendors to develop and renovate application software, and to create 

values for new products and services. This is how an ecosystem is created for the 

platform.  

As stated above, this study defines platform as “a multi-sided platform designed 

to link or facilitate the direct interactions or transactions between more than two 

different customer groups.” In this connection, many OTT service providers are classic 

examples. For instance, eBay and Amazon linked buyers with sellers; Apple’s iOS 

linked application program developers with users; Facebook linked users, advertisers, 

and third party game developers with third party websites. WeChat and LINE also serve 

as multi-sided platforms to facilitate the direction interactions or transactions between 

different groups, such as users, third party developers, content or service providers, and 

advertisers (Wang, Tang, Jin, & Ma, 2014).  

3.2 The characteristics of platform 

In a multi-sided market, all user groups in different sides produce network effect 

as they interact with one another. Network effect means the value of a product perceived 

by users is dependent on the number of users (Katz & Shapiro, 1985). There are two 

types of network effect, namely, direct network effect and indirect network effect. 

Direct network effect means the product purchased by users becomes more valuable as 

more and more users purchase the same product. Indirect network effect means that, as 

the number of users increases, more complementary products are introduced to the 

market and thus indirectly enhances the value of the products purchased by users (Katz 

and Shapiro, 1985).  

The network effect produced by multi-sided platform is divided into two 

categories, namely, same-side network effect and cross-side network effect. Both 

effects are likely to create either positive or negative feedback loop. If a platform creates 

positive network effects, users benefit from the effect as the number of users increases 

(Parker, Van Alstyne & Choudary, 2016). For example, OTT Messaging app becomes 

more valuable for each user as the number of users increases. As a result, users are more 

likely to share information and communicate with their friends using OTT Messaging 

app. The growing number of users contributes to the popularity of OTT Messaging app 

and vice versa (Zhou, Li, & Liu, 2015).  

If a platform creates positive cross-side network effect, the users in one side benefit 

from the increasing number of users in the other side. For example, there are more 

potential gains for third party application developers as the number of OTT Messaging 

app increases; there are more functions and services for users as the number of third 
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party developers increases; as a result, a win-win situation is created for both sides 

(Zhou et, al., 2015). Nevertheless, cross-side network effects are not always 

symmetrical all the time. For example, advertisers benefit from their advertisements as 

the number of social media users increases, but excessive advertisements are likely to 

create an unpleasant Internet-surfing experience for users and thereby produces a 

negative cross-side network effect. Therefore, platform owners have to include the 

distinctive features of network effects into consideration when they design platform 

mechanisms (Parker, Van Alstyne & Choudary, 2016).  

Most platform user groups tend to be multi-homing. Multi-homing means users 

are using many platforms at the same time. Platform owners have to include multi-

homing costs into consideration. Multi-homing costs include all costs to be borne by 

users when they join the platforms, such as implementation costs, operation costs, and 

the opportunity costs against time (Eisenmann, Parker, & Alstyne, 2006). If users’ 

multi-homing costs are higher, platform owners have better chance to become winners 

in the market (Negoro & Ajiro, 2013). Therefore, leading platform owners always raise 

the costs and barrier for users and for other members (e.g. third party software 

developers, complementary product or service vendors, advertisers, etc.) because multi-

homing is likely to ruin the markets and erode the platform’s customer base (Cusuman, 

2011).  

“Switching costs” is similar to multi-homing but different from it. Transfer costs 

refer to the one-time cost paid by users when they switch from one service provider to 

another (Burnham, Frels, & Mahajan, 2003). Platform owners provide users with 

meticulous services and raise users’ transfer costs to prevent users from switching to 

their competitors.  

3.3 Platform strategy 

3.3.1 The definition of platform strategy 

Platform strategy refers to the strategies adopted by networked business to 

administer or expand platform services in a specific market, including launch strategy, 

monetization strategy, governance strategy, competition and growth strategy (Parker & 

Van Alstyne, 2014; Parker, Van Alstyne & Choudary, 2016). According to Eisenmann, 

Parker and Alstyne (2006), platform strategy provides infrastructure and rules to 

facilitate the interactions or transactions between two user groups  in a two-sided 

market. Evans and Schmalensee (2007) believed that the platform business’ key 

activities were designed to build value proposition, stimulate information and search, 

and govern rules and standards for consumers.  
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In the ignition stage, platforms have to face a tough issue – chicken-and-egg 

problem. Platform owners have to find a way to attract users from a two-sided market 

to their platforms in order to create network effects and eventually become leading 

platforms – winner-take-all (Ondrus, Gannamaneni, & Lyytinen, 2015). Eisenmann and 

Hagiu (2007) introduced a staged strategy. According to the staged strategy, platforms 

sell products or services to a single side of the two-sided platform in the beginning. 

From users’ standpoint, the value of products or services has nothing to do with whether 

or not there are customers in the other side. Platform starts to appeal to the customer 

base in the other side after it has expanded customer base in one side. Examples include 

Google and Amazon.  

3.3.2 Network effects 

Platform owners have to create network effects efficiently and thereby attract a 

group of users to create website traffic. After that, platforms may profit from another 

group of users and thus enjoy the demand economies of scale created by network effects. 

Take OTT messaging platforms for instance, users desire to communicate, share, and 

interact with as many people as possible through communication software. Most users 

tend to join OTT Messaging platform network having a larger customer base (Gimpel, 

2015). Meanwhile, users are willing to pay a higher price as the user base grows. Thus, 

platforms enjoy the increasing returns to scale (Wang. et al., 2014). As a result, big 

OTT Messaging platforms grow bigger as small ones grow smaller.  

3.3.3 Pricing structure 

As soon as a platform starts to provide services, platform owner faces another 

strategic challenge – pricing (Eisenmann, Parker, & Alstyne, 2006). Pricing strategy 

involves platform business models aiming at the profit from platform services. Hagiu 

(2014) introduced four key points for the decision on multi-sided platform, namely, how 

many sides to bring on board, platform design, pricing structure, and governance rules. 

Some researchers combined platform with business model for analysis (Kübel & 

Zarnekow, 2014, Staykova & Damsgaard, 2015) while some others divided platform’s 

operation models from platform gatekeeper’s standpoint (Ballon, Walravens, Spedalieri, 

& Veneiza, 2008).  

3.3.4 Platform business model 

Presently, a number of OTT Messaging platforms, such as WeChat, LINE, Kakao 

Talk, adopt the business models associated with multi-sided platform (Hao & Cho, 

2015). Some OTT Messaging platforms use free models while some others choose paid 
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models. To expand customer base, most of them have switched to “freemium” and 

collect fees from customers of different markets in an attempt to diversify their source 

of revenue. With its same-side network effect, OTT Messaging platform collects fees 

from the paid member to subsidize the free members, for example paid game members 

and paid stickers. Moreover, with its cross-side network effect, OTT Messaging 

platform expands its user base through free membership. Once the number of users 

reaches a critical level, platform owners collect fees from advertisers or from third party 

participants, for example advertisement fees, transaction fees, and access fees (Zhou et 

al., 2015). The platform business models adopted by the aforementioned OTT service 

providers are designed to attract different user groups to interact with one another on 

their platforms and thereby create a positive same-side and cross-side network effects.  

3.3.5 Platform governance and open platform strategy 

Once a platform has successfully established a user base, the next job is how to 

keep the platform continue to grow steadily. Platform owners formulate rules and 

structure to link with different groups of customers. After that, the platform has to 

decide who to use the platform, and what can participants do on the platform. Usually, 

platforms divide participants into four categories, namely, platform owners, platform 

providers, producers, and consumers. Platform owners possess and govern the 

intellectual properties affiliated to the platforms. Platform providers serve as the 

interface between platform and users. Producers create produces and provide 

consumers with their products through the platform (Parker, Van Alstyne & Choudary, 

2016). Behind every platform there are various participants supporting the platform’s 

structure and operation. Therefore, platform governance strategy has to allow all 

stakeholders, including producers, users, and complementary persons, to create values 

with the platform owners in the ecosystem (Wei, Zhu, & Lin, 2013).  

Parker and Van Alstyne (2014) introduced platform governance models 

comprising three dimensions, namely, open strategy, rules for participants’ interaction, 

and private ordering. As required by the open strategy, platforms have to maintain the 

ability to provide higher value so as to attract participants to join the open platform 

voluntarily and eventually become winners in the market (Parker & Van Alstyne, 2014). 

For example, both WeChat and LINE release API to third party developers for their use 

and share profits with third party developers at the same time. Open strategy is 

beneficial to external innovation, and helps platforms create values with partners and 

introduce new functions to users so as to enhance users’ loyalty.  

As to the rules governing participants’ interactions, platforms have to formulate 

suitable rules to ensure positive interactions between participants (Parker & Van 
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Alstyne, 2014). For example, LINE and WeChat maintain privacy policy to avoid the 

dissatisfaction and estrangement between users. Meanwhile, platforms have to govern 

their own activities and to settle the internal and external conflict of interest in order to 

ensure external partners not to betray the platform Parker (Parker, Van Alstyne & 

Choudary, 2016). For example, advertisements are important revenue for both LINE 

and WeChat. Yet, how to prevent advertisements from disturbing users’ enjoyment is 

a critical challenge for both of them.  

As stated above, there are two key factors for a successful platform strategy. Firstly, 

platforms have to attract different groups of users in order to create network effect. 

Secondly, platforms have to create an ecosystem with complementary persons through 

open innovation (Cusumano, 2010). Gawer & Cusumano (2002, 2008) introduced 

“platform leadership” strategy, affirming platform leaders can create industrial 

platforms using open platform strategy, allow complementary vendors to use platform 

techniques on the platform, and proceed with collaborative innovation so as to create 

an ecosystem. Bonchek and Choudary (2013) introduced three building blocks for a 

successful platform strategy, namely, toolbox, magnet, and matchmaker. In general, to 

build a user base, platform owners have to provide participants with unique products or 

services and to create value with complementary persons (Salazar, 2015).  

3.3.6 Platform-based ecosystem strategies 

Platform ecosystem is created and various multi-sided markets’ customer groups 

are linked as platform businesses grow up in different stages. Hao and Cho (2015) 

divided platform businesses’ business model into three stages in accordance with 

Kaokao Talk’s growth. Three stages include preparation, spread, and evolution. Isckia 

and Lescop (2015) incorporated business ecosystem and the catalyst strategy presented 

by Evans (2007) into their strategy of platform-based ecosystems, and divided their 

strategy into three stages: ignition stage, development stage, and renewal stage.  

In ignition stage, major tasks include platform’s customers and pricing. Platforms 

have to identify the customer groups that need each other and then build customers’ 

community. On the other hand, platforms have to establish a suitable pricing structure 

to attract various customer groups to the platforms.  

Next, in the development stage, major tasks include platform structure and profit 

model. Platforms have to utilize resources to create the contents and services needed by 

customers, to formulate rules and procedures to facilitate the interactions or transactions 

between various groups. Most importantly, platform businesses have to pay attention 

to the platform’s long-term profitability, to coordinate the interests between the 
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business and its external partners, to co-evolve and co-create business ecosystem with 

their joint efforts.  

Finally, in the renewal stage, major concerns include the competition and growth 

of the platform. Platform businesses have to be capable of competing strategically with 

other platform-based ecosystems in order to protect themselves from the threat of 

“envelopment” imposed by other platforms (Eisenmann, Parker, & Van Alstyne, 2011). 

On the other hand, platforms have to renovate business models continually through 

ongoing experiments and evolvements, and to expand the platform’s business scope in 

order to foster the platform’s leadership in the business ecosystem.  

 

4. Research method 

Both LINE and WeChat started from mobile instant messaging service. In the 

beginning, they targeted mobile phone users and had created real-time mobile 

communication community accordingly. They went through several transformations 

before they started to provide multiple contents and services including games, stickers, 

and official accounts. With the increasing number of users, now LINE and WeChat have 

successfully gotten hold in e-commerce and in mobile payment industries, trying to link 

with multi-sided market using an open platform strategy. Secondly, they have created 

platform ecosystems with the external innovators. Based on the facts stated above, 

LINE and WeChat are not just instant messaging service providers. With the expanded 

user base, they serve as a mobile life platform that provides all kinds of mobile 

applications and contents along the irreversible trend of platformization. Therefore, this 

study adopts the concept of combing platform strategies and business ecosystem 

presented by Isckia and Lescop’s (2015) to examine the platform strategies of WeChat 

and LINE in different stages of platform-based ecosystem. By using the secondary data 

analysis and the multi-case study as research methods, the study organized and analyzed 

all the data of WeChat and LINE under this platform-based ecosystem strategic 

framework. 

 

5. The case study of WeChat 

WeChat, a mobile messaging service known as Weixin to Chinese, was introduced 

by China’s Tencent Holdings Limited on January 21, 2011. In just five years, WeChat 

has successfully developed from a mobile APP into a multifunctional platform to serve 

countless user communities. With its open platform, WeChat plays an active role in 
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various markets in China. WeChat was designed to provide users with “one-stop 

shopping” services including real-time communication service, community media 

service, games, e-commerce and mobile payment service, LBS and O2O services, 

official account service, smart family service. As a result, WeChat has established an 

ecosystem based on its OTT communication service platform (Nomura, 2014). Up until 

2016, WeChat has 697 million active users each month, most of its users residing in 

China (Statista, 2016; Millward, 2016). 58% of WeChat’s Chinese users browse and 

post articles on Moments; 53% of users post pix, voices and videos to share with friends 

(eMarketer, 2016).  

5.1 Ignition stage 

From real-time communication to community media, creating same-side network 

effect between various users  

In 2011, Tencent introduced WeChat to the market as a practical, funny and 

affordable real-time communication service. Before that, Tencent had introduced QQ, 

a real-time communication service, to PC users. Inspired by the rapid development of 

mobile market in China, Tencent introduced QQ mobile version and WeChat at the same 

time. Meanwhile, Tencent divided its staffs into two teams and instructed both teams to 

develop and promote QQ mobile version and WeChat respectively so as to find out 

whether QQ or WeChat has the best chance to dominate the market (Willy, Yu, & Liu, 

2015).  

WeChat, a new brand to the market, was specifically designed as a real-time 

mobile communication service. Many consumers felt the text message service and 

voice message service provided by telecommunication service providers were too 

expensive. Therefore, WeChat was introduced to the market in order to satisfy 

consumers’ needs for real-time mobile communication without paying a high price. 

Free text message service and voice message were offered, but weren’t well accepted 

by the market.  

Later on, WeChat attempted to establish a mobile social network that allowed users 

to contact both friends and strangers. Firstly, WeChat allowed users’ mobile phone’s 

address list to synchronize with QQ friend list. Thus, WeChat turned more than 800 

million of active QQ users into its user base as users connected to their friends and 

relatives through WeChat. Secondly, WeChat introduced GPS-based People Nearby, 

Drift Bottle, and Shake, allowing users to interact with strangers directly. Thus, WeChat 

had expanded its user base one step further. As a result, WeChat acquired as many as 

50 million registered users in just 10 months (Shih, Yu, & Liu, 2015).  
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In April 2012, WeChat introduced Moments, something similar to Facebook’s 

Live Feed, allowing users to share their photos and moods with other people through 

WeChat. These services were designed to enhance the relationships between different 

users and, at the same time, upgrade users’ loyalty to and confidence in WeChat (Rong, 

Hu, Lin, Shi, & Guo, 2016). As a result, WeChat has acquired 100 million users in the 

first half of 2012. There is no doubt that WeChat has successfully established its user 

base and meanwhile fortified the same-side network effect.  

Linking individual users with corporate customers through open platform, 

creating cross-side network effect  

In the second half of 2012, WeChat provided corporations with an open platform 

that links corporations with WeChat’s huge user base, allowing different business 

owners, such as corporations, stores, hospitals, schools, and news media, to provide 

services through WeChat platform. WeChat offered three services to business owners, 

namely, public platform, WeChat payment service, and advertisement service. Public 

platform was designed for business owners to interact with and sell products or services 

to users through WeChat public account numbers. WeChat payment was designed for 

companies and corporations to provide users with WeChat Wallet and thereby facilitates 

mobile payment (Xiang, 2014). Advertisement service was designed for businesses, 

which own an official accounts with more than 100,000 followers, to place their 

advertisements in the designated articles in exchange for monthly advertisement fees 

(Bischoff, 2014). 

WeChat was linked with two groups of customers interested in its huge user base, 

namely, advertisers and third party developers. WeChat allowed advertisers to broadcast 

their advertisements to friends through Tencent’s advertisement delivery system so as 

to identify potential customers. WeChat opened its API, allowing third party developers 

to utilize the development platform’s additional services. For example, WeChat’s Game 

Center was designed for game developers to develop community games through 

WeChat platform, allowing WeChat users to play games and interact with their friends 

so as to enhance users’ loyalty and, at the same time, expand its user base.  

WeChat has successfully created cross-side network effect by linking itself with 

various customer groups in different markets. Firstly, WeChat facilitated the 

interactions and transactions between business owners, advertisers, third party 

developers, and WeChat users. Secondly, users were allowed to enjoy multiple contents 

and services. Apparently, a win-win situation has been created for all parties concerned.  

Differentiated pricing strategy attracted different customer groups to join the 
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platform  

In an attempt to increase revenue without disturbing users’ experiences, WeChat 

has established fee schedule to charges different consumer groups differently. WeChat 

designed a fee schedule “freemium” for individual users. This schedule allowed 

consumers to join WeChat free of charge and later on pay for the value-added services.  

With the financial support from its parent company, WeChat use the monies earned 

by Tencent’s businesses to subsidize the free members for two reasons: (1) to increase 

its website traffic, and (2) to create network effect. Moreover, WeChat is interconnected 

to Tencent’s products, which means user base is shared between WeChat and Tencent. 

WeChat can easily lock in individual users’ social resources and raise users’ transfer 

costs so as to maintain its user base and, at the same time, provide users with value-

added services for a fee (Wu, 2014). For example, users may connect to Tencent’s 

games through WeChat. However, users have to pay when they purchase virtual treasure 

and points from the games.  

In an attempt to increase profits and to amortize platform’s operation costs, 

WeChat started to serve business owners for a fee without affecting individual users. 

WeChat provides business owners with public numbers free of charge. If business 

owners need certification service, USD 50 has to be paid by each business owner per 

year (Gao & Krogstie, 2016). 

WeChat provides advertisement service in the same way as Google does – real 

time biding. Advertisement positions are auctioned; advertisers pay as their 

advertisements are clicked by users (Patnaik, 2015). 

WeChat opened its API to third party developers, allowing third party developers 

to link “WeChat account log-in” and “Share with friends” with their APP or websites. 

Moreover, WeChat earns a commission on the money paid to third party developers 

when users purchase treasure and points from the games built by game developers 

(Chan, 2015). 

According to the facts stated above, WeChat attempted to increase its profits 

without reducing the network effect produced by its customers when WeChat 

formulated its pricing strategy. WeChat established a low threshold in order to attract 

all customer groups. Users are allowed to join the platform free of charge and then pay 

for the value-added services. Freemium is designed to use the monies received from the 

customers with a high level of willingness to pay to subsidize customers with low WTP. 

There are certain customer groups willing to pay for other customer groups. For 
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example, advertisers are willing to raise their budgets as they see the growth of 

WeChat’s user base. Apparently, differential pricing, coupled with free value-added 

model, has helped WeChat attract vendors to join the platform without disturbing users’ 

Internet-surfing enjoyment.  

5.2 Development stage 

Building an ecosystem to facilitate the direct interactions between various 

customer groups  

In 2013, WeChat had 300 million users (Yuan, 2013). In the partnership convention, 

Tencent announced WeChat’s strategies and hoped to create a platform specialized in 

services in order to create an ecosystem comprising business owners, third party 

developers, and users (Zhang, 2013).  

In an effort to expand its user base, WeChat introduced a one-stop shopping service 

to provide various platform services, allowing different customers with different 

perceptions of value to acquire “all kinds of platform services through one platform” 

and thereby creates an ecosystem for all participants’ benefits (Chen, 2015). Secondly, 

WeChat stressed the importance of users’ Internet-surfing enjoyment in the 

communication platform and in the community platform. Thirdly, WeChat spared not 

effort to strengthen the relationships between various users in the community network. 

In this connection, WeChat’s “open and closed” privacy policy had successfully 

protected users’ privacy and thus earned users’ trust. Fourthly, WeChat provided 

business owners with a customized digital marketing tool, allowing the owners to 

administer customer relationships and post advertisements in the public account 

number platform. Fifthly, WeChat established an application platform, something 

similar to Google Store, allowing business owners and third party developers to use the 

open API in WeChat’s open platform and to create app-within-an-app applications. 

Lastly, WeChat introduced mobile payment service to facilitate the transactions 

between users and shops on WeChat’s payment platform.  

“Spreading like virus” is one of many strategies contributing to platform’s rapid 

development (Parker, Van Alstyne & Choudary, 2016). WeChat introduced “red 

envelope (money wrapped in red envelope as a gift. In China, people give away red 

envelops in Chinese New Year holidays as a gesture to bless the recipients) service” in 

an attempt to promote WeChat payment. This strategy had successfully attracted 50% 

of WeChat users to send red envelopes to their relatives and friends using their credit 

cards through WeChat platform. As a result, WeChat’s payment service had spread like 

virus with the network effect created by users (Gao & Krogstie, 2016).  
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Tencent CEO Hua-teng Ma said, “WeChat will connect everything, I will also 

strive to make all sorts of services to be 'smarter.' (Kuwahara, 2014) WeChat appealed 

to mobile communication and community network in an attempt to attract individual 

users to join the platform and to build users’ community network. After that, WeChat 

attracted third party developers and business services through open platform in an 

attempt to provide users with multiple contents and services. As a result, WeChat had 

attracted various user groups to join WeChat’s ecosystem, such as individual users, 

organizations and institutions (large corporations, shops, government agencies, and 

news media), advertisers, and third party developers.  

Profiting from virtual goods, public account numbers, and accurate 

advertisements 

WeChat relies on all kinds of functions and services as the major source of revenue. 

In 2011, WeChat introduced many mobile phone games in an attempt to attract paid 

users to purchase game points and virtual goods. Pretty soon, WeChat successfully built 

a considerable user base. In 2012, WeChat provided business owners with public 

account number certification service; each business owner had to pay USD 50 for the 

certification service. Meanwhile, WeChat introduced accurate advertising service; 

advertisers had to pay a certain percentage of profit as advertisement fee. In 2014, 

WeChat established a platform to facilitate the transactions between users and business 

owners. Meanwhile, WeChat introduced WeChat payment service to all business 

owners (Xiang, 2014). Thus, WeChat had turned itself into a commercialized platform 

service provider (Shih, Yu, & Liu, 2015). Using the in-app purchase model, WeChat 

provided a comprehensive payment service that allowed customers to purchase online 

within the ecosystem established by WeChat. In this connection, WeChat’s mobile 

payment service was designed to provide users with real-time and convenience payment 

service and meanwhile allowed shops to complete transactions with users directly and 

to obtain consumers’ responses and relevant information instantly. Apparently, with 

WeChat’s mobile payment service, shops can contact customers directly, not just 

administer customer relations and post advertisements as before.  

In an attempt to monetize its services, WeChat implemented a multiple operation 

model in 2015 and had introduced many new services ever since, for example accurate 

advertising service and in-app purchase, in an attempt to expand its revenue 

(WalktheChat, 2016). Currently, WeChat has three sources of revenue, namely, sales of 

virtual goods, public account number certification service, as well as public numbers 

and accurate advertising service for friends (Gao & Krogstie, 2015).  

5.3 Renewal stage 
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WeChat’s user base continued to grow in 2016. WeChat continued to expand its 

mobile payment market and community advertising market as the number of mobile 

payment users continued to increase. Using the open platform, WeChat had successfully 

linked individual users with business owners. As a result, WeChat built an O2O clicks-

and-mortar platform for users and business owners to interact with each other and to 

complete transactions.  

In its development process, WeChat was exposed the challenges imposed by the 

telecommunication service providers and OTT service providers in China as well as the 

OTT service providers in foreign countries. WeChat adopted two strategies for the 

competition, namely, envelopment and internationalization. Platform corporations are 

often engaged in a competition named “envelopment” as they compete with their 

competitors (Eisenmann, Parker, & Van Alstyne, 2011). After a platform corporation 

builds a customer base, the corporation has to provide its customers with more and more 

services. Eventually, all platforms penetrate into each other’s market and erode each 

other’s customer base. Therefore, an effective platform strategy is likely to envelop 

competitor’s customer base and attracts customers from other platforms (Parker, Van 

Alstyne & Choudary, 2016).  

Engaged in the competition named “envelopment” with telecommunication 

service providers as well as domestic & foreign OTT service providers  

In its development process, WeChat faced the challenges imposed by three types 

of platform competitors, firstly, telecommunication service providers. WeChat started 

as a mobile messaging service provider. With its multiple services, WeChat had eroded 

telecommunication service providers’ text message revenue. In 2013, China Mobile 

introduced Flying Chat to compete with WeChat. Nevertheless, Flying Chat was unable 

to create the tremendous network effect as WeChat did. On the other hand, however, 

WeChat had stimulated mobile users’ demand for mobile Internet and thus motivated 

China Mobile to develop digital services. In 2016, WeChat introduced international call 

service for a low amount of fee (ChinaTechNews, 2016). As a result, the co-opetitive 

relationship between WeChat and China Mobile became more complicated than ever.  

Cross-platform OTT service providers in China were the second type of 

competitors for WeChat. For example, Sina introduced “Microblog”, something similar 

to Twitter, designed for users to share information publicly. Microblog was similar to 

WeChat’s Friends, but Microblog was designed as a public community while WeChat’s 

Friends catered to friends only. WeChat and Microblog could replace each other and 

were complementary to each other (Li, 2014). Alibaba, a shopping website, was another 

competitor for WeChat. Alibaba introduced Taobao and Alipay while WeChat 
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introduced mobile commerce featuring mobile shopping and payment. Later on, 

Alibaba introduced “Intercourse”, a mobile community service plan, to compete with 

WeChat face-to-face. Later on, Tencent bought the stocks of JD.com, the second largest 

e-commerce corporation in China, in an attempt to integrate Weixin’s payment system 

into WeChat (Horwitz, 2014). There is no doubt that China’s network giants are fiercely 

competing with each other in various markets, such as mobile community market, e-

commerce market, and mobile payment market.  

Updating platform services to accelerate platform growth using 

internationalization strategy  

Inspired by WeChat’s success in China, Tencent started to develop international market 

in order to further WeChat’s growth. In 2013, WeChat successfully entered into more 

than 30 countries including Thailand, Malaysia, and India through Hong Kong and 

Macao. As a result, WeChat established a substantial overseas user base of 100 million 

users (Xinhua, 2013). In the international market, WeChat is expected to face many 

tough competitors, such as WhatsApp, Facebook messenger, and LINE.  

Faced with local needs in foreign countries, WeChat chose to provide foreign 

markets with “one-stop shopping service” as it did in China. In Europe and USA, 

however, consumers are used to e-mails and search engines; real-time communication 

market is much smaller (Shih, Yu, & Liu, 2015). For example, Snapchat focuses on 

teenagers while Whatsapp and Facebook maintain enormous social networks. In Asia, 

LINE attracts users using stickers and localization strategy (Hercher, 2015). There is no 

doubt that the consumers’ behaviors in the international market are extremely different 

from the consumers in China.  

Up until today, WeChat has successfully become the leading platform in China. In 

the international market, however, whether WeChat can be accepted by consumers in 

Europe and in USA and whether the value stressed by WeChat is acceptable to the 

consumers in foreign countries remain unknown. On the other hand, Facebook and 

LINE are planning to introduce open platforms incorporated with O2O model (Activate, 

2015). There is no doubt that WeChat and foreign OTT service providers will compete 

for each other’s markets as WeChat enters into foreign markets.  

 

6. The case study of LINE 

In June 2011, LINE, a mobile communication App, was introduced by NHN Japan, 

a subsidiary of South Korea’s NHN Corporation. LINE was solely intended for 
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communication service. LINE became extremely popular in Japan and in Hong Kong 

shortly after LINE introduced many stickers to its users. As a result, NHN Japan became 

an independent corporation and renamed LINE Corporation in 2013 (Millward, 2013). 

Up until today, LINE has developed into a full-fledged mobile community 

platform featuring many spin-off services, such as LINE Camera, LINE Card, and 

LINE Kids Video (Mccracken, 2015). In 2015, LINE had 215 million active users 

worldwide each month. Most users send and receive text messages using LINE (67.4%), 

followed by group chat (12.9%), games (8.6%), and phone calls (7.2%) (Statista, 2013). 

In 2016, LINE Corporation went public and successfully raised over 1 billion dollars 

from its initial IPO on the stock market in New York and in Tokyo (Fiegerman, 2016).  

 

6.1 Ignition stage 

Starting as a closed communication service provider devoted to creating 

community network amongst acquaintances  

When 311 Earthquake struck Japan in 2011, most Japanese couldn’t use their 

mobile phones to communicate with their families in the victimized areas. Many people 

contacted each other through Twitter. The crisis was reported instantly. As a result, 

NHN developed an instant messaging app named “LINE” to facilitate the 

communications between victims, their families, and their friends (LINE Corporation, 

2016a).  

At that time, mobile phone market was still a new market. There wasn’t any mobile 

communication portal in the market yet. Facebook and Twitter, the leading community 

network service providers for PC users, are specialized in semi-open social network 

sites. Therefore, LINE decided to provide closed group communication service for 

users and their acquaintances such as friends, families, and coworkers (Simonite, 2015).  

Unlike the conventional social websites, LINE provides services based on mobile 

phone numbers instead of e-mail addresses, allowing the persons listed in the address 

list to communicate with mobile phone users personally and privately. In short, LINE 

was designed as a communication platform to facilitate the communication between 

users and their acquaintances, featuring real-time communication service and free of 

charge to attract users utilizing LINE’s service without paying for text message costs.  

Stickers stimulating users’ needs and creating network effect  
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It took four months for LINE’s free-of-charge strategy to build a user base of 2 

million users. The user base started to grow rapidly after LINE introduced “stickers” 

(Mccracken, 2015).  

LINE considers itself a communication service provider “devoted to facilitating 

the communications between users and their acquaintances” as opposed to other 

communication service providers specialized in text message. LINE introduced 

hundreds of stickers with vivid appearances to signify people’s behaviors and moods, 

allowing users to express their moods and to tell their acquaintances what they are doing 

without typing a word (LINE Corporation, 2015).  

 

Next, LINE created many liberated and attractive characters, such as Brown, Cony, 

and Moon. Thus, LINE turned the stickers into “figures” with distinctive personalities. 

The characters were inserted into all corners of LINE services through posting, games, 

and peripheral goods (Lomas, 2013). 

Stickers have successfully drawn LINE users’ attention. Free instant messaging 

services, coupled with the lively stickers, have precisely served users’ needs for 

expressing their feelings and, at the same time, created a same-side network effect 

between users. In 2013, Facebook took 54 months to build a user base of 100 million 

users; Twitter took 49 months to build a same base; LINE took 19 months only (Lee & 

Amano, 2013).  

Based on the facts stated above, LINE started as a communication platform service 

provider to serve mobile phone users’ “private communication” and then built its user 

base using stickers. Firstly, more and more users joined LINE as users shared stickers 

with each other. Secondly, the stickers’ distinctive personalities successfully linked 

LINE with users and thereby enhanced users’ loyalty. Thirdly, LINE created a vivid 

brand reputation and sticker culture one step further using the value-added services 

originating from stickers, such as free stickers, paid stickers, sponsored stickers, virtual 

treasure, and peripheral goods.  

Smartphone-based portal platform connecting third party developers with 

platform strategy  

In an attempt to expand its user base, LINE presented two strategies in its product 

release conference in July 2012, namely, platiformization and commercialization. 

Meanwhile, LINE turned itself from communication service provider into “smartphone 
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life platform” in order to serve the mobile community and to compete with the PC 

world’s community leader – Facebook (Martin, 2012).  

LINE introduced LINE Camera and LINE Card as a part of its platformization 

strategy to enrich the contents of its services. Meanwhile, LINE started to develop third 

party developers’ market. LINE Channel was designed for third party developers to 

create applications and to link their applications with LINE through the open API. The 

products stated above were officially reviewed by LINE to make certain that the 

products could enrich LINE’s contents and were profitable for both LINE and 

developers (Russell, 2012). For example, game developers were authorized to integrate 

LINE’s community mechanisms, allowing LINE users to play games with friends. 

LINE provided platform cash flow mechanism, allowing users to purchase virtual 

money “LINE Coin” and to use LINE’s value-added services.  

LINE introduced “Home” and “Timeline” services as a part of its 

commercialization strategy (NHN Japan Corporation, 2012). “Home” is similar to blog 

while “Timeline” serves the same purpose as Facebook’s “Wall” does. Users are free to 

post their news feed on the “Home”, to browse friends’ news feed, and to express their 

thoughts using LINE stickers.  

Linking corporate customers with advertisers, creating cross-side network effect  

In an attempt to expand its user base and to increase its revenue, LINE launched 

two new business models, namely, sticker shop and official accounts. Sticker shop was 

designed to attract consumers paying for stickers while official accounts were designed 

for large corporations to meet friends on LINE for real-time interactions and to 

communicate with many people at the same time. LINE linked itself with corporate 

customers using its network effect so as to create cross-side network effect. Moreover, 

corporations may design their own stickers to promote their images and to announce 

marketing plans in order to attract consumers downloading and sharing the stickers 

(Lomas, 2013). 

In an attempt to protect users from the disturbances resulted from advertisements, 

LINE launched a distinctive “approval-based” advertisement plan. Through bundling 

the advertisement plan of “official accounts” and “sponsored stickers”, LINE Company 

allows corporations to pay for the sponsored stickers before they provide LINE users 

with the sponsored stickers for free downloading and sharing. A win-win situation is 

therefore created for both corporations and users (Hong, 2013). This plan serves two 

purposes. Firstly, stickers serve as the corporation’s advertisements and thereby 

upgrade the corporation’s brand images. Secondly, users are free to choose the sticker 
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they like with no disturbance at all. The official accounts and the sponsored stickers 

facilitate the interactions between corporations and LINE users. There is no doubt that 

LINE successfully brought both user groups together.  

After LINE introduced official accounts and sponsored stickers in 2012, it started 

to promote LINE@ life cycle plan in 2014. The plan was designed for small & medium 

businesses to communicate with users personally through LINE@ account numbers and 

to sell stickers at Creators Market at the same time.  

In 2015, LINE successfully integrated B2B business mobile marketing services 

and introduced “LINE Marketing Platform” at the same time. LINE provides official 

accounts, sponsored stickers, voiced advertisements, LINE PAY (mobile payment), as 

well as LINE Business Connect that allows business owners to reply LINE users by 

sending the customized messages through official accounts and thereby build their 

brand images in a multiple and humorous way. Moreover, business owners are free to 

exchange messages and establish relationships with users (Russell, 2015).  

In addition, LINE linked itself with a unique user group – professional painters 

and amateur illustrator. In 2014, LINE introduced LINE Creator Market. All LINE users 

are free to submit their works for publication. Once approved by LINE, users may sell 

their original stickers publicly on LINE. Up until 2016, as many as 520,000 creators 

worldwide have submitted their works to LINE; more than 230,000 original stickers 

have been posted for sale (LINE Corporation, 2016b).  

Attracting various user groups to join the platform using differential pricing 

strategy  

Just like WeChat, LINE charged different customer groups differently. However, 

LINE examines business owners and third party developers more strictly than WeChat 

does. LINE allows users to use LINE’s communication service as well as the peripheral 

App free of charge, such as LINE Camera, LINE Card, LINE Tools, and LINE Brush, 

in order to enhance users’ loyalty. On the other hand, LINE provides users with paid 

services for peripheral goods, such as paid stickers, game points, virtual treasure, and 

physical goods.  

Corporate customers’ fee schedule is divided into three categories: (1) Official 

account number – high cost, strict review, and suitable for large corporations, (2) 

LINE@ account number – usually free of charge and intended for both individual users 

and small & medium businesses, and (3) Sponsored stickers. Take Taiwan for instance, 

LINE has three sources of revenue from corporate customers. Firstly, contract fees 
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received from official accounts and LINE@ account numbers. Each corporate customer 

has to pay NTD 250,000 each month while LINE@ is either free of charge or requires 

a fee not exceeding NTD 1,000 per month. Secondly, corporate customer pays NTD 1 

million for 8 sponsored stickers. Thirdly, LINE introduced various fee schedules for the 

monthly text message services; the fee varies, depending on the number of size of 

customer’s fans and the number of promotional messages sent to customers (Hong, 

2014; Russell, 2015). 

Usually, LINE does not charge third party developers a fixed percentage of their 

revenue as commission. According to the partnership program of LINE 

(https://partner.line.me/en), take mobile games for instance, LINE creates games and 

sell virtual treasure on its own. Also, LINE designs games for corporations. If the game 

developers selected by LINE introduce their games through LINE’s platform, LINE 

charges a fixed percentage of revenue as commission. As to mobile payment, LINE 

charges shops 3% of their revenue as service charge. 

According to LINE Creators Market website (https://creator.line.me/en/), LINE 

designed a fee schedule for sticker creators. Amateur illustrators pay 30% of their 

revenues to the downloading platform (either Apple or Google) and then pay 50% of 

the remaining revenue to LINE. As to the professional painters, LINE charges fees case 

by case.  

6.2 Development stage 

Ceaselessly developing and renovating new services to create values for users  

Akira Morikawa, the former CEO of LINE, said, “LINE has only one strategy – 

introducing high quality products earlier than any competitor.” (Morikawa, 2015) In an 

attempt to expand its user base, LINE stresses the importance of communication service. 

In this connection, LINE integrated games, stickers, and e-commerce into its system 

platform for two purposes; firstly, creating values for users; secondly, linking corporate 

users with LINE’s system platform in order to generate revenue.  

In its 2013 new product release conference, LINE introduced a number of new 

services, such as Video call, LINE Music, LINE Mail, LINE Games, and LINE Web 

Store. At that time, LINE had 230 registered users worldwide, 460% more than 2012. 

Meanwhile, LINE’s revenue reached 9.77 billion Japanese yens, 3,257% more than 

2012. All digits indicate LINE’s rapid growth. LINE has never ceased to introduce new 

products and new services over the past years. As a result, LINE has become one of the 

fastest growing services in the world (Martin, 2013).  
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Stressing the importance of mobile life and entertainment, creating an ecosystem 

With the rapid expansion of its user base worldwide, LINE switched to “users’ 

daily life” step by step. In 2014, LINE introduced three new services, namely, “LINE 

Maps for indoor”, payment tool “LINE Pay”, and personal open ID “LINE@ID“, for 

the convenience of users’ daily life. Users may integrate “LINE Taxi and “LINE Wow”, 

taxi dispatch service, into their “LINE Pay” (LINE Corporation, 2014). 

In 2015, LINE moved one step further and introduced “LINE Life Global 

Gateway”. A wide array of services related to daily life and entertainment were provided 

through a lifestyle platform, such as mobile shopping mall, mobile payment, videos and 

audios, games, taxi, and cartoons. LINE spares no effort to build an ecosystem to 

facilitate users’ mobile life using its OTT Messaging platform (Shu, 2015a). 

Growing steadily with revenue from games, stickers, and advertisements  

LINE’s revenue amounted to 120.7 billion Japanese yens (1.1 billion USD) in 

2015, 40% more than 86.3 billion Japanese yens in 2014. Stickers, games, and 

advertisements are major sources of revenue (Lee & Alpeyev, 2016).  

Stickers represent 24% of LINE’s revenue (LINE Corporation, 2016c). Stickers’ 

revenue is made up of the fees paid for stickers as well as the profits contributed by 

sticker creators. LINE provides “LINE Creators Market” for users to create and sell 

their stickers. The Market serves three purposes: firstly, facilitating the interactions 

between creators and sticker fans; secondly, enhancing users’ loyalty; thirdly, increasing 

revenue.  

Games represent 41% of LINE’s revenue (LINE Corporation, 2016c). Games’ 

revenue is made up of the profits contributed by game developers as well as the sales 

of game points. LINE successfully expanded its user base using the games. The games 

serve two purposes: firstly, generating and sharing profits with game developers; 

secondly, creating community effect, attracting users to pay and play games, and raising 

users’ transferal costs as they play the games.  

Advertisement represents 30% of LINE’s revenue (LINE Corporation, 2016c). 

Advertisements’ revenue is made up of the fees received from various promotional 

plans designed for corporations, such as official account numbers, sponsored stickers, 

LINE Free Coin Video. LINE successfully linked corporate brands with consumers. As 

a result, LINE’s marketing & advertising revenue grew tremendously in 2015.  

6.3 Renewal stage  
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In its growth process, LINE competed with a number of OTT communication 

service providers, such as Facebook, WhatsApp, and WeChat. LINE designed three 

strategies to accelerate its platform growth and to compete with other OTT service 

providers, namely, swift response, internationalization, and open platform. In its 2016 

new product release conference, LINE announced that it would aim at the “smart portal” 

required by mobile devices and would design human-based services in an attempt to 

link users with commercial services (LINE Corporation, 2016d). Starting from 

communication service, to the lucrative stickers, and to the O2O clicks-and-mortar 

platform, LINE has gone a long way guided by its strategic thinking similar to WeChat’s 

strategy.  

Swiftly responding to market needs, providing renovated services  

Takeshi Idezawa, LINE Corporation CEO, said, “Apps without organic growth 

don’t have value.” (Rothenberg, 2016) Over the past years, LINE have been able to 

achieve organic growth and expand its user base by doing everything possible to satisfy 

users’ needs and to respond to users as quickly as possible. LINE spares no effort to 

upgrade its services. As a Result, LINE has found a niche in mobile community market. 

Now, LINE has started to compete with the leading community service providers such 

as Facebook.  

In its 2016 new product release conference, LINE introduced many new services 

and packages, such as LINE Pay Card, LINE Points, and LINE Mobile. LINE Mobile 

service package was designed for users to utilize LINE’s services with no restriction 

for only 500 Japanese yens per month. Now, LINE has become a mobile virtual network 

operator (MVNO) and has started its co-opetition with NTT DoCoMo (LINE 

Corporation, 2016d).  

The first strategy “Appealing to affections” contributed to LINE’s rapid growth. 

By ceaselessly developing new products and services, LINE has successfully created a 

“product family” and thereby satisfied consumers’ multiple needs (Hong, 2014). 

Meanwhile, stickers and games bring in steady revenues, allowing LINE to focus on 

users’ needs without worrying about anything else. As a result, LINE has successfully 

raised customers’ willingness to pay by introducing multiple contents and services to 

enhance users’ interest, and has thus maintained the platform’s network effect.  

Expanding international market and stimulating platform’s growth  

The second strategy “Globalization” contributed to LINE’s platform growth. 

LINE spares no effort to expand its international market using localization strategy. Up 
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until today, LINE has taken three steps to expand its international market; firstly, 

inviting local celebrities to join the shooting of television advertisements; secondly, 

introducing the localized official account numbers and stickers in cooperation with 

local vendors and entertainers; thirdly, continuing to promote LINE’s internationalized 

stickers, such as Brown, Cony, and Moon (Mccracken, 2015).  

LINE’s strategy worked very well in Asia. Up until 2015, LINE had 215 million 

active users each month. 144.7 million active users, or 67.3% of LINE’s total active 

users, resided in Japan, Taiwan, Thailand, and Indonesia. Moreover, the number of 

active users in Middle East is increasing constantly (Millward, 2016). 

Building an ecosystem with an open strategy  

In 2016, LINE revised its open platform strategy substantially. Before that, LINE 

was in total control of all contents and services. Third party developers had to be 

reviewed strictly before they were allowed to provide services on LINE’s platform. The 

official account was extremely expensive that most small & medium business owners 

couldn’t afford it.  

In 2016, LINE adopted an “open strategy” in stages and was ready to launch an 

“open platform.” LINE introduced new functions and services, such as reward card, 

coupon book, and Commerce, in cooperation with small & medium business and 

developers. Meanwhile, LINE is planning to introduce Official Web App service. The 

service is designed for external corporations to link their mobile websites with LINE’s 

official account numbers and thereby interact with consumers through dialogue-type 

user interface and official account numbers. Moreover, LINE has agreed to work with 

its partners to introduce SME Partnership Program incorporated with LINE@ 

communication functions (LINE Corporation, 2016d).  

Most importantly, LINE announced in 2016 that its Messaging API would be open 

to external developers, allowing corporations to communicate with customers more 

closely than ever and to develop more and more new applications (LINE Corporation, 

2016e). Based on the facts stated above, LINE is expected to lower the entry threshold 

of its platform, to enlarge the openness, and to welcome external renovators such as 

small & medium businesses to join LINE’s platform ecosystem in order to create values 

for consumers.  

Up until now, WeChat and LINE have successfully established their reputations 

and built their market shares in Asia, respectively (Rose, 2016). In the international 

market, however, LINE has to compete with WeChat face-to-face. In this connection, 



28 

 

whether LINE can continue to serve users’ emotional needs and to attract more and 

more users remain the major challenges to be tackled by LINE in the days to come.  

 

7. Discussion: comparing platform strategies of WeChat and LINE 

This study focuses on the platform strategies of WeChat and LINE. By adopting 

the strategic framework of the platform-based ecosystem, the study at hand examines 

the platform evolution of WeChat and LINE from instant messaging apps to OTT 

messaging platforms and eventually expanding into the ecosystem of mobile 

application platforms. After conducting a cross-case comparison, the paper discussed 

three questions: why both WeChat and LINE provide diversified content and services, 

what platform business models and platform strategies did they implement, and what 

are the successful factors for being the platform leaders. Finally, it proposes five keys 

for successful platform strategies. The conclusion sheds light on the strategies for OTT 

platform businesses.  

In order to launch the platform in the first place, platform businesses must find 

ways to create value for the customers and make them stick to their platform, so that 

the platform can further create positive same-side network effects. Different from 

traditional Web-based social media like Facebook, Twitter and Weibo, OTT messaging 

apps like WeChat and LINE are both instant messaging and social media platforms 

based on mobile devices. In their initial stages, they both offered free text-messaging 

services featuring both fun and practical features such as stickers, games, social 

networking, and voice messaging. Theses product features have allowed WeChat and 

LINE to create value for users by innovating user experiences that were unprecedented 

in the social media age.  

For example, while LINE innovated a new way for users to express their emotions 

through stickers, WeChat designed its social networking features to facilitate users’ 

social interactions between acquaintances as well as strangers. These implementations 

have helped WeChat and LINE build positive same-side network effects from the start.  

Next, when a platform business reaches a certain user scale, it can consider linking 

another distinct group of customers to the established user base. By conducting open 

platform strategies, a platform business facilitates direct interactions or transactions 

with each other. Through working with third parties, platform businesses can expand 

their scale, create innovative business models, and further establish positive cross-side 

network effects.  
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At the development stage, WeChat and LINE both adopted open platform 

strategies in order to avoid being too commercialized, as that could potentially affect 

user experiences and thus weaken the same-side network effects. They allowed external 

innovators, including third party developers, companies, corporations and advertisers 

to access the platform services and user bases through open APIs.  

For example, LINE’s official accounts and LINE@ accounts provide a marketing 

communication channel for business enterprises and small and medium-sized 

enterprises respectively. These services are open to targeted enterprises, allowing them 

to get exposure to LINE’s user base. By contrast, WeChat’s public accounts and 

payments are both open to the public. WeChat’s public accounts enable individuals and 

companies to interact with and provide services to users. The WeChat payment allows 

users to perform O2O transactions with companies in a real time. As a result, LINE and 

WeChat have both figured out unique ways to encourage more users to adopt their 

platform services. Meanwhile, they also have enabled more third parties to enter the 

platform-based ecosystem. By open platform strategies, they can continuously create 

value for users through positive cross-side network effects in a sustaining model. 

As mentioned above, there are two benefits for platform businesses that adopt open 

platform strategies. One is to expand the scale and stimulate positive network effects. 

The other is to co-create value with more external innovators by attracting third parties 

to join the platform ecosystem. These two benefits are the important reasons why both 

WeChat and LINE have developed diversified content and services across different 

industries.   

From the perspective of network effects, the more people that use WeChat or LINE, 

the more valuable the app becomes. If a platform business reaches a certain user base, 

it can attract more and more content/service providers to join its platform for accessing 

users (Wang et al, 2014). Therefore, as the number of users increases, the number of 

content/service providers who want to be affiliated with WeChat or LINE grows, and 

vice versa (Staykova & Damsgaard, 2015). Most importantly, these affiliations can 

enhance user loyalty through strong positive network effects. Meanwhile, if users are 

willing to pay more for premium value-added content and services, then the platform 

can gradually increase users’ “switching cost,” thus encouraging user loyalty and 

bringing in even more revenue (Burnham, Frels, & Mahajan, 2003).  

Besides, since the digital nature of platform businesses keeps the marginal cost of 

adding new users very low, platform businesses can coordinate the various demands of 

distinct groups of customers who need each other on the one hand. On the other hand, 

the digital makeup of the platforms enables the exchange of products and services by 
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providing common rules and standards. Hence, platform businesses can efficiently 

utilize network effects to enjoy increasing returns to scale.  

From the perspective of the platform ecosystem, new content and services indicate 

new opportunities for market growth. By opening their platform strategies, WeChat and 

LINE have developed the platform ecosystem for third parties, ensuring that every party 

involved could benefit. Thus, new profit opportunities can be found in working together 

with third parties and formulating new business models with value creation for users.  

For example, LINE takes advantages of stickers, which are lucrative profit 

generators, to extend premium services like sponsored stickers and creator market 

stickers. The sponsored stickers link the marketing demands of businesses and attract 

them to pay for LINE’s effective tool for promoting products and raising brand 

awareness through sticker illustrations. The creator market stickers allow all users to 

sell original stickers directly through LINE’s sticker platform. And this allows LINE to 

get a cut from building up a user-generated platform (Shu, 2015b).  

Another example is that WeChat allows individuals and all types of businesses to 

apply for a public account, which is different from LINE’s official accounts that have 

relatively higher criteria and censorship, and are open almost exclusively to celebrities 

and businesses. By contrast, WeChat allows the owners of high-traffic official accounts 

to share advertising revenue with WeChat itself, which produces a win-win situation 

for the WeChat company and all third parties. On the one hand, WeChat can create an 

advertising business model. On the other hand, ad revenue sharing encourages third 

parties to use WeChat’s advertising platform, which co-creates value for its users and 

meanwhile attracts user attention and accumulates user traffic.  

According to the revenue model of WeChat and LINE, this study found that 

platform businesses are able to monetize the value creation that it provides to multiple 

groups of customers. By facilitating direct interactions between different users and third 

party businesses, a platform business can first explore profit opportunities and then 

further investigate a feasible revenue model. Based on the case study, there are five 

ways to create profit opportunity and revenue for a platform business, namely value-

added services, improved customer transaction efficiency, reduced transaction costs, a 

core infrastructure, and common guidelines for all third parties.  

Taking LINE and WeChat as examples, the profit opportunity can be calculated as 

the added value that platform creates for customers. LINE’s value-added content like 

stickers for purchase, creator market stickers, and content merchandising of stickers 

stars are all instances of added value for customers. Another method for creating 
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revenue model can be observed in the way that platforms improve customer transaction 

efficiency, such as WeChat’s targeted advertising, which allows advertisers to run 

specific, accurately targeted ads. Another method is reducing customer transaction costs. 

For instance, WeChat Payment allows users and merchants to perform O2O payment 

transactions in an easy process so that WeChat can charge transaction fees. Another way 

that new revenue streams can be created is through the common rules and standards 

that the platform mandates for all participants. For example, WeChat and LINE open 

its respective API to game developers so that they can both share revenue that game 

developers generate through governance and management which allow developers to 

publish games and get access to their user bases through open APIs.  

As a platform evolves and grows, it may implement different platform strategies 

in different stages. And the differences between these platform strategies depend on its 

platform business model and platform ecosystem.  

For example, WeChat and LINE both adopt open platform strategies to fight for 

competitive advantages to become the preferred mobile gateway of its users. However, 

while LINE has used a strategy in stages, by gradually opening up its platform to more 

business partners, WeChat has decided to open up its platform more comprehensively 

to all business and third party developers. All these variances are actually associated 

with the differences between their platform business models and platform ecosystems. 

From the perspective of the platform business model, LINE has a clear value 

proposition of letting users express emotions through stickers. Its revenue model is 

based on stickers, gaming and official accounts, which have always been important 

profit generators for LINE. Following its value proposition, LINE first established a 

mobile messaging platform. Then it gradually expanded its service by developing more 

multiple affiliated apps, including payment, mobile commerce, entertainment, and taxi 

services. By leveraging the already strong user-base and offering multiple app services, 

LINE successfully invited more external partners to join the platform ecosystem of its 

app family. 

In this way, the strategy of opening a platform in stages leads to three benefits for 

LINE. First, LINE is able to enhance users’ stickiness and loyalty by expanding the 

service from simply offering messaging and free calls to diversified content and 

services. Second, LINE makes the separate apps independent from LINE so that it can 

put each feature in an app of its own with a single purpose, and also keeps each 

application light to stimulate high user engagement. Third, LINE also makes its 

numerous affiliated apps accessible to users, so that it can bundle them for users to 

foster synergy between LINE and its app family. Therefore, driven by the multi-apps 
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strategy, LINE is moving from a simple instant messaging application to a platform 

ecosystem that is based on its original mobile messaging platform with a combination 

of multi-app services.  

While LINE develops many spin-off apps from its core messaging platforms, 

WeChat serves its users with an all-in-one messaging app. From the perspective of the 

platform business model, WeChat provides users with the value proposition of one-stop 

shopping services by connecting everything. It conducts an “app-within-app” platform 

business model with a large user base through linking different parties including 

companies, corporations, and third party developers. By lowering the entry barrier of 

using WeChat’s open platform, all external participants can easily get access to its 

platform services and user base through its open API.  

By these means, there are three benefits for WeChat by implementing a 

comprehensive open platform strategy. First, it can enrich its services and enhance users’ 

stickiness and loyalty to the platform. Second, it expands the user reach of WeChat’s 

advertisements by increasing the number of users and official accounts. Third, through 

official accounts and WeChat payment, the platform brings all kinds of brick-and-

mortar stores online and allows users to perform payment transactions with these 

businesses in a real time (Shih, Yu, & Liu, 2015). Thus, WeChat has transformed from 

being a messaging app to being a mobile social media platform and then moving on to 

becoming an O2O platform ecosystem that is open for all individuals and businesses to 

interact and transact with each other in a convenient way. 

Finally, platform businesses will face two challenges after reaching a certain user 

scale: to sustain its growth and compete strategically with other platforms. At the 

renewal stage, WeChat and LINE both pursue globalization and localization strategies 

to fuel their platform growth.  

For example, LINE is trying to tailor its services to every country it enters by 

developing more local product and services. By contrast, WeChat is regarded as the key 

for Tencent to enter the global market. WeChat also conducts the same “app-within-app” 

platform model with its value proposition of “one-stop shopping” as it is applied in 

China. It still remains uncertain whether its app model, which is suitable for Chinese 

users, will allow WeChat to reach international users successfully. 

To survive in the face of competition and to expand the user scale, WeChat and 

LINE are likely to launch “envelopment attacks” against each other to seize the global 

market share and then compete with each other more directly in the near future (Parker, 

Van Alstyne & Choudary, 2016). Meanwhile, WeChat and LINE are also choosing to 
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cooperate with traditional telecom operators to prevent the varying quality of mobile 

broadband from affecting user experiences.  

These strategies tell us that platform businesses must consider the environmental 

factors of the local community when trying to maintain consistent business growth in 

the face of competition. As a matter of fact, the layout of the platform environment and 

its related factors are the critical points indicated why WeChat and LINE have emerged 

successfully in their local markets. Due to successfully capturing the needs of the local 

community, they both have found their own way to overcome the challenges raised by 

the dynamic nature of the online environment, and thus have become the platform 

leaders in their respective local markets. 

8. Conclusion 

By using the platform-based ecosystem strategic framework of Isckia and Lescop 

(2015), this study examines the platform strategies of WeChat and LINE. To conclude, 

the study further proposes five key elements of platform strategies for OTT messaging 

services (Figure 1). First, value creation: to create values for customers. Second, 

network effects: to build positive network effects. Third, accelerating the catalytic 

reactions: to adopt either an open strategy or diversification strategies so that the 

platform can bring two or more groups of customers together and stimulate their 

interactions or transactions. Fourth, monetization strategies, including providing value-

added services, improving transaction efficiency, reducing transaction cost, and 

building core infrastructure and common rules. Fifth, competitive strategies through the 

envelopment and coopetition of platforms. Last but not the least, adopting globalization 

and localization to enhance platform growth. 

  

Figure 1. key elements of platform strategies for OTT messaging services 
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The cases of WeChat and LINE that the study has analyzed provide a highly 

informative approach to these five keys of success. At the beginning, both WeChat and 

LINE created value for users by different means in order to foster positive same-side 

network effects. After that, they both tried to link the various user needs from multiple 

groups of customers and facilitate their direct interaction and transaction by offering a 

variety of incentives. In this manner, they helped the platform create positive cross-side 

network effects. At the same time, by implementing open platform strategies, they not 

only have kept an expanding scale, but also have found ways to innovate new business 

models with the third parties and co-create value for users by building a sustainable 

platform ecosystem.  

Furthermore, for the purpose of continuous growth, platform businesses should 

focus on environmental factors of their platform and develop platform strategies 

according to local conditions, especially for global platform leaders. Success requires a 

focus on sustainable competitive advantage in the dynamic environment at all times, as 

well as to strategize for the local community by experimenting and evolving constantly.  

According to the aforementioned points, this study suggests that comparing 

WeChat and LINE from the perspective of their platform ecosystems is akin to 

comparing Google’s open platform ecosystem with Apple’s closed platform ecosystem. 

WeChat and Google both believe in open strategies, opening their platform services to 

all the third parties to create an open platform ecosystem. Their common goal is to 

extend their reach beyond not only providing online services but also bringing all kinds 

of business and publishers online to increase its online ad market share and to generate 

more advertising revenue by letting advertisers reach users via its targeted advertising 

platform.  

For example, WeChat allows all brands to advertise through public accounts and 

Moments on the news feed. Similarly, Google AdWords allows all business to run 

targeted advertising on Google, while its mobile advertising platform AdMobs allows 

developers to generate revenue from it.  

In comparison, without opening for all third parties to join the platform, LINE and 

Apple instead have developed more and more diversified product and services through 

a range of affiliated products. By cooperating with specific partners and letting them 

become service providers on their platforms, they both maintain a relatively closed 

platform ecosystem for their users.  

This way, LINE and Apple can attract and identify loyal customers to continually 

increase the profitability through their “killer contents” (West & Mace, 2010). For 
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instance, LINE’s stickers and Apple’s iTunes both have driven the growth of its 

premium users. Meanwhile, they have enforced stricter censorship to the participation 

of third parties so that they can ensure the service quality of the platform stays at a 

certain high level.  

However, although their platforms are less open, they have also opened their 

platform APIs to the third parties. For example, LINE has opened for game developers 

to design related games for its users. Apple’s App Store has also allowed developers to 

publish its applications and to charge users. This allows LINE and Apple to share the 

revenues that the third party developers generate from their user base.  

As a whole, WeChat and LINE are now competing each other in the OTT 

messaging market to become the preferred mobile Internet portal of its users. By 

platformization, the way that WeChat and LINE have attracted third parties to provide 

users with their services via open platforms is actually similar to the platform strategies 

of what Google and Apple have already conducted for the mobile operating system and 

App Store. This phenomenon may affect the platform leadership of Google and Apple 

in the established mobile application market. Accordingly, this study suggests three 

directions that are worth observing for future research.  

First, it’s worthwhile to discuss the competition between OTT messaging 

platforms like WeChat LINE versus mobile application platforms like Google and 

Apple. Second, it’s also worth looking at the differences between platform strategies of 

WeChat and LINE versus Google and Apple, since the former are new emerging players 

and the latter are well-established players. Third, in the war of OTT platform 

competition, traditional telecom operators play an important role in the platform 

ecosystem. Therefore, the corporate and competition strategy between OTT players and 

traditional telecom players are also worth observing in the near future.  

Although there are some limitations in this study, including a lack of in-depth 

interviews with industry figures, such as managers at LINE and WeChat, the study still 

contributes to the research on platform strategies. Through comparing the cases of 

WeChat and LINE, this paper proposes the five keys for establish a successful platform. 

Thus, this study can shed light on platform strategies for OTT platform businesses in 

the future. 
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