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Capgemini Consulting: In your 
opinion, what is driving the current 
era of digital disruptions? Have we 
reached an inflection point?

Tim O’Reilly: There has been steady 
advancement in transformative 
technologies right from the birth of 
computing to the smartphone era. But 
we’re now at that start of something 
that is arguably even bigger, as digital 
technology interacts with the physical 
world. Some people refer to it as the 
“Internet of Things” or the “Internet of 
Everything”. 

At the heart of it, this new technology 
revolution is being driven by sensors 
that are making physical objects more 
responsive and seemingly “intelligent” 
than ever. We need to expand our earlier 
definition of robots, which referred only 
to autonomous humanoid robots. In 
fact, there are many so-called special 
purpose robots in our homes today, 
such as the Nest Thermostat. Even our 
dishwashers and washing machines 
have all become much more intelligent 
over time. As they become more 
connected with the Web, these devices 
will become even more capable of 
seemingly independent action. 

However, I think the notion of an 
autonomous, purely machine-based 
revolution misses the point. A major part 
of the current revolution is the manner 
in which intelligent machines augment 
humans in new ways. Take the case 
of Uber — the on-demand car hire 
service. Uber connects passengers 
and drivers much more efficiently, and 
in real-time, using the GPS functionality 
in smartphones. You don’t normally 
think of this as an “Internet of Things” 
application, yet it is made possible by 
one very smart thing — the location-
enabled phones of both the driver and 
the passenger. But those things aren’t 
operating autonomously. They are a tool 
for augmenting humans. It’s important 
to realize that the Internet of things is 
not just for things! It is the beginning of a 
massive change in the way that people 
and “things” relate to one another.

Capgemini Consulting: What are 
the industry sectors that are going 
to be the most affected by these 
digital disruptions?

Tim O’Reilly: They don’t call it “the 
internet of everything” for nothing. 
Agriculture and manufacturing are 
already in the throes of transformation. 
But for consumer impact, look to 
the automotive, transportation, 
and healthcare industries. I see the 
automotive sector poised for massive 
change given the ability to understand 
where every vehicle is at any moment. 
New applications become possible, 
leading us ultimately to self-driven 

cars. (I should point out that robotic 
tractors and mining equipment is 
already commonplace.) This ability to 
track and control will affect all forms of 
transportation and logistics. 

In the healthcare sector, I believe 
advancements in our ability to monitor 
bodily functions and track medication 
adherence will have a powerful impact 
on patient care. 

Managing Digital 
Disruption: A New 
Mindset for CxOs

Capgemini Consulting: What 
advice would you give to CXOs 
who are trying to cope with digital 
disruptions?

Tim O’Reilly: First, I would advise 
CXOs not to fight the future. Trying to 
prevent disruptions from taking shape 
is a losing strategy. If you think you are 
going to be disrupted, then the first and 
most powerful alternative is to adapt 
to get ahead of a disruption and not 
solely focus on “what I should do to 
preserve the business.” Second, CXOs 
need to step away from the way they 
do business today and ask themselves 
the question — “what will the consumer 
expect?” At O’Reilly Media, for 
instance, we decided to go DRM-free 
for our digital products because we 
realized that is what consumers want. 
It is important to benchmark yourself 
against a broader range of consumer 
services and not just against other 
companies like yourself. Take the case 
of government services. They routinely 
accept wait times of months or years, 
when consumer services now provide 
almost instant turnaround! Government 
officials must understand that in an age 
where consumers have near-immediate 
access to information through their 
televisions, tablets or smartphones, 
government services need to be much 
more responsive than before.

A major part of the 
current revolution is 
the manner in which 
intelligent machines 
augment humans in new 
ways.
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Capgemini Consulting: Who would 
you recommend that organizations 
benchmark themselves against?

Tim O’Reilly: I think of Amazon as 
one of the great companies to observe 
because, in many ways, they have been 
in a fairly traditional industry. However, 
they have broken out and not only 
disrupted retail and book stores, but also 
become one of the largest infrastructure 
providers for the next generation of 
cloud applications. 

Capgemini Consulting: What are 
the lessons that organizations can 
learn from the success of Amazon?

Tim O’Reilly: There are two key 
lessons. Amazon understood more 
than anybody else that they had to 
organize themselves around technology 
rather than organize technology around 
their business. Very early on, Amazon 
mandated an internal API culture where 
all teams were required to encapsulate 
their work with service interfaces, so 
that they could be consumed easily 
by others. In other words, Amazon 
organized itself internally around a 
service-oriented architecture. This 
made it much easier for them to open 
up their services to the external world.

Another idea that Jeff Bezos got early 
on was to design Amazon as a platform 
that would enable an ecosystem in 
numerous ways. A lot of companies 
forget how they can actually enable 
others. Platforms are a great way of 
doing this. In fact, a platform beats an 
application every time.

A platform beats an 
application every time.

You succeed when you 
make other people 
successful.

Capgemini Consulting: What 
differentiates great companies 
from others in terms of the way in 
which they approach innovation?

Tim O’Reilly: I think great companies 
enable strong ecosystems. Consider 
how Apple has created value for its App 
Store developer ecosystem. Ironically, 
the value that you create for others need 
not even be very high. For instance, 
while the App Store ecosystem made 
some really big winners, the share of 
App Store revenues that go to outside 
developers are only a tiny slice of 
Apple’s overall revenues. But still, you 
must have a sense that you are creating 
value for other people because that 
will eventually drive your success. So, 
my advice to companies would be 
to seriously consider how they can 
help others and how they can all grow 
stronger together. The focus should be 
on making the pie bigger.

Capgemini Consulting: If you were 
the CEO of a major hotel chain, 
how would you respond to the 
disruption caused by Airbnb, for 
example? What would you do?

Tim O’Reilly: I would explore options to 
partner with Airbnb and create a win-win 
situation for both companies. I would 
ask myself how I could make Airbnb 
more successful by having them affiliate 
with my brand. As a platform provider, I 
would look at how I could really deliver 
value to them. There’s certainly some 
value in branding, but also in directing 
customers to them and potentially giving 
them cover from legal issues. For that 
matter, if I were a hotel chain, I might 
acquire Airbnb.

Unlocking Innovation: 
The Need for 
Collaborative 
Ecosystems

Capgemini Consulting: It appears 
that most innovations are coming 
from small firms. Even Gartner 
says that 50% of the value in the 
“Internet of Things” will come 
from startups. How should large 
companies unlock innovation?

Tim O’Reilly: Well, first of all, I think 
that’s just the way of the world. It’s 
very difficult when you are a large 
company to pay attention to things 
that are still small and put emphasis 
on small bets. Venture capitalists place 
many small bets and most of them fail. 
I think it’s a fool’s errand for a large 
company to try and become a great 
early-stage innovation company. It is 
more important to be able to recognize 
innovation and become a fast follower. 
Cisco, Microsoft, Adobe and Google 
are all examples of companies that 
have grown successfully through an 
aggressive acquisition strategy.

Being a great partner is another crucial 
element of unlocking innovation. Large 
organizations need to understand 
the ecosystem of companies that are 
disrupting their industries, identify ways 
of working more closely with them 
and making them more successful. I 
preach this all the time and I think really 
successful companies understand this 
— you succeed when you make other 
people successful. And if you play a 
zero-sum game — where if you win, 
everybody else loses — then you lose 
as well.

Tim O’Reilly



Great companies enable 
strong ecosystems.

Organizations should 
actively resist winner-
takes-all strategies.

Capgemini Consulting: If we 
consider the “Internet of Things”, 
is a winner-takes-all approach 
inevitable in its evolution?

Tim O’Reilly: No, I don’t think it is 
inevitable. In fact, I think organizations 
should actively resist winner-takes-
all strategies. To my mind, a winning 
strategy is about building partnerships 
and striving for interoperability through 
open source, open standards, and 
an open data strategy. Consider GE’s 

Capgemini Consulting: Who do 
you think will emerge as winners in 
this space?

Tim O’Reilly: It is probably too early to 
tell but I think Google and GE appear to 
be well placed to play a leading role in 
the evolution of the Internet of Things. 
GE is doing some very interesting 
work in the area with their Industrial 
Internet and frictionless manufacturing 
initiatives. And if we look at Google’s 
acquisition strategy, where they have 
acquired almost all of the interesting 
robotics startups, it appears that they 
are making a major long-term bet on the 
Internet of Things.

Capgemini Consulting: If you were 
to invest $1 million, what are the 
technologies you would consider 
for your investment?

Tim O’Reilly: I would consider low-cost 
lightweight sensors, drones, quantified-
self technologies, mobile interfaces, 
government services and corporate IT 
as key areas for investment. At O’Reilly 

Looking Ahead: The 
Trends That Will Shape 
The Future

Capgemini Consulting: What are 
your three best bets on technologies 
that will reshape industries over the 
next five years?

Tim O’Reilly: The deep technology 
trends that I see are the merging of 
hardware and software, Big Data, and 
the fact that everything is becoming a 
service. It is important to understand 
how these things come together into a 
kind of “collective intelligence” in which 
people and machines work together in 
new and innovative ways. Our collective 
data gathered by sensors goes is part 
of a powerful feedback loop that makes 
our machines smarter. I would advise 
organizations to look at these trends 
and open their minds to what they could 
transform. I would like to specifically 
mention Big Data, because I think that 
is going to be a major part of the sensor 
revolution. In order to build sensor-
based applications, organizations 
need to be able to effectively use the 
data from sensors. They will also need 
to redesign workflows based on the 
various types of machine intelligence 
that will be generated.

Tim O’Reilly

Industrial Internet initiative for instance. 
There is value in creating a truly 
interoperable Industrial Internet where, 
in addition to GE’s own suppliers and 
partners, other industrial manufacturers 
such as Siemens and Philips can also 
participate. This may require consciously 
giving up a part of the market value 
that might otherwise be secured by 
directly competing in a market. But it 
is necessary if organizations want to 
preserve and expand value at a higher 
level. That is how Google challenged 
Apple’s dominance in the smartphone 
market, even though it required letting 
Samsung take a significant share of 
market value. In the end, Google’s 
actions pushed the industry forward.

AlphaTech Ventures (OATV), we are 
investing in many of these themes. For 
instance, we have invested in Planet 
Labs, which is developing low-cost 
sensors for satellites that will enable 
more complete coverage of the Earth’s 
surface at more affordable costs. We 
see strong commercial opportunities 
for drones and consequently, we have 
invested in 3D Robotics, a startup 
specializing in Unmanned Aerial 
Vehicles (UAVs). 

I would consider 
low-cost lightweight 
sensors, drones, 
quantified-self 
technologies, mobile 
interfaces, government 
services and corporate 
IT as key areas for 
investment.

We invested in Sight Machines, 
which provides machine vision and 
other kinds of sensor applications for 
factory automation. We have invested 
in a range of startups as part of our 
focus on quantified self technologies 
that combine wearable sensors and 
computing to measure aspects of our 
daily life. These include Misfit Wearables, 
which develops wearable devices for 
wellness and medical applications, as 
well as FitnessKeeper. We also believe 
that innovative mobile interfaces will 
change the way people interact in the 
real world. So, we have invested in 
Cover, which is an Uber-like application 
for making restaurant payments.

I also see a huge opportunity in 
transforming government services, 
where, given the backdrop of budget 
deficits, there is a strong need for cost 
reduction. And finally, I would definitely 
invest in new types of companies that 
are disruptive for corporate IT.
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