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Slack is, in some measure, the world’s fastest growing startup. 
According to financial information firm Pitchbook, Slack smashed 
records by achieving a $2 billion valuation less than two years after 
launching. Its spectacular growth has turned the startup into a 
poster child for breakout Silicon Valley success stories and a case 
study in what can happen when the right team hits the market with 
the right product at the right time.

Slack’s overwhelming success tolled the death knell for countless other productivity 
startups who just could not compete. Interestingly, it also awoke tech giants to the lucrative 
opportunities that exist in improving workplace communication and collaboration. 

In October, Facebook announced the launch of Workplace, a Slack competitor that represents 
the social network’s first serious foray into the enterprise market. In early November, 
Microsoft unveiled Teams: “The new chat-based workspace in Office 365…is an entirely new 
experience that brings together people, conversations, and content—along with the tools 
that teams need—so they can easily collaborate to achieve more.” In other words, it’s a 
Slack clone. 

With 4 million daily active users, 5.8 million weekly active users, over 1.25 million paid users, 
33,000 paid teams, and a $3.8 billion valuation, Slack is hardly the “little guy.” However, as 
Goliaths—like Facebook and Microsoft—enter the fray, Slack is faced with powerful challengers 
that have user bases and resources which pose a real threat to its hegemony over the 
market. The “Collaboration Confrontation” is starting to heat up, and it’s unclear who will 
come out on top. Given that each tool has something unique to offer, there might just be 
room in the market for all three. 
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How Slack ate the world
Slack founder Stewart Butterfield (who previously cofounded photo-sharing site Flickr) 
was working at a video game startup called Tiny Speck when his team built a group-chat 
app to replace email internally. The app plugged into other services they used on a regular 
basis, like GitHub and Dropbox, so all communication was concentrated in one place. This 
dramatically reduced the amount of email flying back and forth and boosted collaboration. 
When Tiny Speck’s game Glitch failed to gain traction, the team decided to focus its energy 
on turning the handy email killer into a commercial product. A preview version of Slack 
launched in August 2013.  

Slack’s core functionality is the group chat. Groups within an organization can create 
dedicated open channels for projects, topics, teams, or even specific functions, which 
provides a transparent and easy-to-consume view of what’s going on. Users can also 
create private channels and send direct messages to keep certain types of information 
private and secure. 

Within these channels, Slack users can drag, drop, and share files—including images, PDFs, 
documents, audio files, and spreadsheets—along with comments. It offers a unified archive 
of information and serves as a central dashboard for applications. As a result, all collaboration 
can take place within Slack, saving users the time and inconvenience of switching between 
services. The search functionality also facilitates the process of tracking down conversations, 
notifications, or files, so no data gets lost or inextricably buried. 

“Slack is the one app every employee has open all day, every day—it’s a means of provisioning,  
distribution, and delivery for all other key business services,” said a member of Slack’s 
communication team. “It allows teams to work together transparently, so you can reach the 
people you need, access and share information, and make decisions.”

To create a unified workflow, Slack integrates hundreds of popular web services and 
custom-built apps. For distributed workforces, Slack also provides an easy way to maintain 
communication, collaboration, and camaraderie, even when team members are spread 
across the world. 
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The high profile and media experience of Slack’s founding team put them in a prime position 
to get press coverage around their preview launch. Two weeks after an initial press blitz, 
15,000 people had requested an invitation to use the software. The company leveraged 
traditional media outlets and social media to get as much exposure as possible at a minimal 
cost, and they were off and running.

Slack’s preview period lasted for six months, during which time the team learned from user 
feedback and changed the product accordingly. Early on, the company realized that selling 
to teams was a greater challenge than selling to individuals. This led the company to invest 
in building informational materials and resources for team administrators, with the goal of 
turning them into Slack evangelists who would recommend the product to the rest of their 
teammates—not to mention friends at other companies.  

Slack adopted a bottoms-up approach to growth, anticipating (correctly) that if small 
groups of people could easily sign up and fall in love with the product, it would organically 
spread throughout the rest of the organization. The company also adopted a rigorous 
approach to customer service, recognizing that loyalty would go a long way towards 
securing their long-term success.  

In addition, Slack adopted security and privacy policies and terms of service to appeal to IT,  
which is crucial to company-wide adoption. All customer data is controlled by the customers,  
and Slack has strict controls and permissions around who can access what data. The company’s 
also undergone a Service Organization Control (SOC) 2 audit; it’s a PCI Level 4 Merchant; and 
it maintains ISO 27001 compliance. The product comes with security infrastructure, as well. 
Detailed access logs are accessible to users and administrators, and admins can require their 
users to set up two-factor authentication and single sign-on functionality. Further, Slack 
encrypts data in transit and at rest, supporting the latest recommended secure cipher suites 
and protocols. Slack is also available on mobile and plugs into hundreds of other apps.

Slack publicly debuted in February 2014 and grew at a rate of 5 to 10 percent a week for the 
first six months, hitting 140,000 daily active users (DAUs) and 40,000 paid seats by August 
2014. By June 2015, Slack hit 1 million DAUs and 300,000 paid seats; by April 2016, it hit 2.7 
million DAUs and 800,000 paid seats. Less than six months later, 2.7 million users blossomed 
into 4 million. 
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This coveted hockey-stick growth was driven almost entirely by word of mouth. Slack 
doesn’t even have a commissioned sales team—in fact, they have far more people working 
support than sales. “[Word of mouth] is how we have grown so far, and we’d like to continue 

this forever. People really like it, and so, they tell 
other people about it, and then other people start 
using it,” Butterfield said during a talk at SXSW. “And 
that’s by far the best because when someone you 
trust tells you that this thing is good, then you’re 
much more likely to be inclined to use it.” 

Slack’s spokesperson said customers not only  
respond to how easy the product is to use but 
also to the clear business results it drives. Slack’s 
research data found that customers see a 49  
percent reduction in email, a 25 percent reduction 
in meetings, and a 32 percent increase in productivity. 
Sixty-two percent said Slack made information 
easier to find.

Slack has a marked impact on company culture, 
as well. Seventy-nine percent of customers said 
they believe Slack improved the culture of their 
team, 80 percent of users claimed Slack increased 

transparency, and 88 percent stated that Slack helps them feel more connected to their 
team. Eighty-six percent also said Slack makes their working life simpler, more pleasant, 
and more productive.

By increasing employee satisfaction, productivity, and collaboration, Slack helps  
organizations create the conditions they need to drive innovation. Studies from Nielsen 
and Frost & Sullivan found that collaboration drives the generation of good ideas and 
company performance, respectively. Businesses that want to stay agile and creative use 
Slack to keep innovation flowing.

Happy customers are more likely to evangelize the product, and Slack capitalized on 
its word-of-mouth momentum by designing the platform for growth. For example, the 
onboarding process is seamless; integrations are plentiful; the app is available across 
countries and platforms; and the company regularly communicates with its users. All these 
features ensure there is a short path from a fledgling interest in Slack to becoming a paid—
and happy—user. Recently, Slack began paid advertising for the first time, including TV 
spots and a billboard ad campaign, to switch “from trying to keep up with growth to trying 
to generate growth,” Butterfield told Reuters.

However, Slack’s growth has started to slow down. When it comes to year-over-year growth, 
Slack went from 568 percent growth in DAU and 544 percent growth in paid seats in 2015 
to only 135 percent growth in DAU and 166 percent growth in paid seats in 2016. Overall, 
the numbers are still impressive, but the pace of growth has slowed considerably.
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Facebook Workplace   
Facebook launched Workplace (formerly Facebook at Work) on October 10 after several 
years in private beta, with 1,000 organizations already on board. Like Slack, Facebook built 
Workplace after realizing that Facebook employees were using the platform as their primary 
means of communication at work, rather than email. 

Workplace looks and feels a lot like—OK, exactly like—Facebook, but instead of including 
an entire extended community, it only includes coworkers. Users can post to the main News 
Feed or to specific groups of people, create new groups, send individual messages, create 
events, make comments, react to posts, take polls, and more. Workplace includes features 
like Search and Trending posts, as well as the ability to “follow” people, so employees can 
stay on top of what’s relevant to them and easily track down information. 

Beyond these familiar features, Facebook introduced a distinct set of capabilities for 
Workplace: a dashboard with analytics and integrations with single sign-on and identity 
providers, which simplifies the process of integrating Workplace with existing IT systems; 
multi-company groups, which allow people from different organizations to work together; 
live video, so company leaders can easily broadcast to their employees; and audio and 
visual calling. 

One advantage that Facebook Workplace has over Slack is universal familiarity. While Slack 
has a hefty user base, it’s nowhere near as ubiquitous as Facebook. The startup still has 
to focus on raising brand awareness, whereas the number of people who have not at least 
heard of Facebook (even non-users) is growing increasingly small. And Facebook’s 1.8 
billion monthly active users already have an account and are familiar with how to navigate 
around the platform, making the onboarding process extremely easy. Implementing new 
tools generally involves a transition process where employees and teams are figuring 
things out. Facebook Workplace requires no training, and thus, no productivity lags.  

PRODUCTIVITY UP
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ON FACEBOOK

AT WORK

HUGE
DISTRACTION

EASY
INTEGRATION

MULTI-COMPANY
GROUPS
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Facebook’s reputation could also represent a drawback. Many employers have worked hard 
to eliminate, or at least minimize, the amount of time their employees spend on Facebook 
and other social networks at work. There’s no doubt that it can be a huge distraction, and 

organizations may be reluctant to go from saying 
“No Facebook at work” to saying “Use Facebook for 
your communication and collaboration needs”—
even though the personal and enterprise platforms 
are completely separate.  

Another potential issue is the type of content 
people are accustomed to posting and viewing on 
Facebook. For example, photos now dominate the 
average News Feed, which may disincline Facebook 
Workplace users from paying attention to posts that 
are long and text-heavy.   

While Facebook announced a Workplace Partners 
Program to expand the roster of integrations, Slack 
maintains an edge on this front. Facebook undercuts 
Slack on pricing. Slack offers a freemium option 
which allows small organizations to use it free 
of charge. Its standard service is $6.67 per user 

per month and the premium offering is $10 per month per active user. In contrast, 
Workplace will charge $3 per each user for up to 1,000 users; $2 per user for companies 
with 1,001-10,000 monthly active users; and $1 per user for companies with 10,000+ 
monthly active users. 

The launch of Facebook Workplace led to hordes of headlines wondering whether Facebook 
would “kill” or “bury” Slack. Facebook definitely has the scale to do so, but will it? It’s far too 
early to tell. Both products are easy to use, beloved by their users, and when you boil them 
down, not all that different from each other. 

Annihilation aside, Facebook Workplace will likely curb Slack’s astounding growth as they 
go head-to-head over users. Each company will also be forced to contend with new competitors 
entering the fray. Less than a month after the Workplace announcement, Microsoft introduced 
Teams for Office 365. 
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Microsoft Teams
Microsoft’s launch of Teams was hardly a surprise, given that it’s already a provider of 
enterprise software and it’s worked for years to offer a successful communication tool. 
Microsoft shelled out $1.2 billion for Yammer in 2012 to ride on the enterprise collaboration 
wave, but while popular for a while, it found itself eclipsed by the sexier Slack (and Hipchat) 
before long. In early 2016, rumors emerged that Microsoft was thinking of buying Slack for 
as much as $8 million, but the leadership decided to focus on building up its existing products 
instead. Eight months later, it unveiled Teams.

The Teams app includes group chats, channels, and 
individual messaging. It pulls together multiple tools 
and services into a single platform and includes 
“bots” to take care of certain tasks. Sound familiar? 
Teams includes a number of differences though. 
Microsoft built its own applications into Teams,  
including Word, Excel, and PowerPoint, which 
millions and millions of offices rely on. For existing 
Office 365 enterprise subscribers, Teams is free.

“We believe there is no universal tool for collaboration, 
but there is a universal tool kit called Office 365,” 
said a Microsoft representative. “No two teams are 
the same, and different teams need different tools 
to connect and collaborate. Email use continues to 
grow and remains a key part of our Office 365  

collaboration vision. It remains an effective and important method of communication, 
which is why we continue to invest in making the email experience in Outlook more  
intuitive and efficient.”

In addition, Teams has a deep integration with another important Microsoft collaboration 
product: Skype. It also includes a “threaded conversation” functionality, which is something 
Slack users have wished for and Microsoft delivered first. Teams was built with IT and 
security teams—and enterprise needs—in mind. It’s served out of Microsoft’s hyper-scale 
global network of data centers, automatically provisioned within Office 365 and managed 
centrally, just as any other Office 365 service. Teams provides no standing access to customer 
data and supports compliance standards, including EU Model Clauses, ISO 27001, SOC 2, 
HIPAA, and more.

Although Teams’ products and features are similar to Slack and Workplace, Microsoft will 
not necessarily go after the same users. Existing Microsoft Office 365 users (all 60 million of 
them) may be drawn to Teams, but smaller businesses, startups, and freelancers, among 
others, are unlikely to opt for a product that exists squarely within the Microsoft universe. 
However, one drawback of Teams is that it’s not available to non-business Office subscribers, 
which can prevent collaboration with people outside of the organization. 

Email, be gone   
According to McKinsey, US employees spend 28 percent of their workweek on email and 
many suffer from email overload, which elevates stress levels, reduces focus, and prevents 
them from spending time on more meaningful tasks. Moreover, research shows that  
collaboration boosts productivity, creativity, and innovation within organizations. 

Tech giants, like Facebook and Microsoft, and startups that are quickly becoming giants, 
like Slack, are locked in intense competition, because they recognize the huge opportunities 
that exist in helping people work together more efficiently at work. Ultimately, this steep 
competition will be a good thing for businesses, because it will force the players in the Collaboration 
Confrontation to continue innovating and offering their products at an accessible price 
point. In the fight for users, only the companies bringing their A game will succeed.
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