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Praise for

Unbundling the Enterprise


“To find novel value (digital treasure), CIOs must dive deep, beyond the surface of websites, and connect the dots in this ever-evolving network of possibilities. Unbundling the Enterprise will help you navigate these vast digital seas.” 

—Esat Sezer, cofounder of Ritmus, former CIO of Coca-Cola

“I recommend this book for business folks looking for the ‘aha’ moment on APIs, and who want to make the business case for APIs in their organization.”



—Mark O’Neill, Gartner Chief of Research for Software Engineering

“A phenomenal read! Stephen and Matt captivate you from the start. This book will challenge you to re-evaluate your perspective on how you can differentiate yourself in the modern data ecosystem.” 

—Jason Beyer, VP Data & Analytics, Bridgestone

“It’s no accident that Stephen and Matt have written a book that clearly lays out a path for success in the digital economy. For years, they have been helping organizations drive new business value through the use of APIs. Not only do they show why the world’s most innovative companies have a knack for creating repeatable digital success, but they also identify patterns that every business can emulate to reach their goals.”

—Steve Lucas, Chairman & CEO of Boomi, author of Engage to Win

“In an age where the pace of change is faster than ever, this book offers a road map for leaders to harness the power of digital transformation, bridging the gap between high-level strategy and day-to-day operations. It’s about creating a resilient organization that thrives on innovation, ready for the future’s challenges and opportunities.” 

—John Rowell, cofounder and CEO, Revenium

“Unbundling the Enterprise provides a blueprint for leveraging APIs to not only achieve seamless integration and enhanced flexibility but also to foster an ecosystem of innovation that can significantly amplify your market reach and financial outcomes.” 

—John D’Emic, cofounder and CTO, Revenium

“Unbundling the Enterprise speaks to the imperative of digital data strategy for exponential value creation. Written in an approachable and easy-to-understand detail, it is an essential guideline for non-technical business leaders and executives responsible for growth.”

—J. Ignacio Puente, CEO, Ulity, and VP Digital Transformation, Mobility & Subscription Platforms, Global Business Strategy & Operations, Santander

“Fishman and McLarty make an undeniable argument for making more intentional choices today that open a whole world of possibilities tomorrow. The value dynamics chapter alone is worth the price of admission, but I think readers across business, design, and technology will see the wisdom in these pages and find new ways to collaborate, strategize, and win together.”

—Patrick Quattlebaum, CEO, Harmonic Design and coauthor of Orchestrating Experiences

“With powerful, real-world examples drawn from both digital disruptors and well-established incumbent firms in a variety of industries, Unbundling the Enterprise is an essential read for leaders striving to build an antifragile, thriving business poised for sustainable growth.” 

—Mahesh Motiramani, Head of Enterprise Customer Success, Workato

“I reckon this book will be on the desk of all digital leaders and aspirants soon. The new math weaves optionality, opportunity, and optimization beautifully. While value dynamics is a powerful technique, the economic framing of APIs through the lens of optionality is refreshing.”

—Dinkar Gupta, Chief Information and Technology Officer, KPMG Switzerland
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Astounding Pirate Innovation

The Dread Pirate Greybeard stands at the helm of his famous ship, The Legacy. He steadies its course with his right hand. In his left, he clutches a rolled-up piece of paper: a treasure map. It took three years to track down the map, another year to hire the temperamental but uniquely skilled crew, and then the better part of another year to pack the ship and make it seaworthy. For the last month, they have sailed the treacherous seas. But finally—finally!—they see it. “Land ho!” yells a deckhand from the crow’s nest. After executing their meticulous plan for five long years, they have made it to Treasure Island.

Two crew members drop anchor while the rest load rowboats with supplies: picks, shovels, and ropes. In the blink of an eye, the motley crew of pirates thrash their oars with excitement as a procession of rowboats makes its way to shore. The group forms two lines on the beach as the final boat arrives, carrying their fearless leader triumphantly to dry land. “Treasure!” he shouts, holding the map in the air. “Like I promised ye five years ago, there’s no other option: with this, we’ll all be rich!” The crew explodes in shouts of excitement and celebration.

Greybeard consults the map and then marches impatiently toward a distant rock. “The first marker,” he mutters, his pirate crew in tow. From there, they venture through jungles, over quicksand, and under the shadow of a volcano until they finally reach a clearing with a shimmering lagoon. “We’re close,” Greybeard sputters. “I can almost taste it.” Consulting the map, he makes his way to a lone palm tree. Slowly and carefully, he takes ten measured paces to his left. Turning to his right, he takes twenty paces forward, bringing him to the edge of the lagoon. With a final turn to his left, he crawls the last twelve paces, his nose almost touching the sand. He stops suddenly, eyes bulging from his weathered face. The crew rushes to his side, desperate to see what has frozen their fearless leader. There, only slightly covered in sand, is an iron cross. Greybeard rotates it slightly so everyone can see it. X marks the spot!

“Dig, me hearties! DIG!” shouts Greybeard. Picks and shovels rain down on the area. Sand flies in all directions. Soon, the crew reaches clay, but nothing can slow their furious excavation. Within minutes, they are three feet beneath the ground. After a quarter of an hour, they’ve almost dug a lagoon of their own. “Keep digging!” says Greybeard with a slight quiver. “It’s here. I know it. The map got us this far. It can’t be wrong!” But hours more of digging doesn’t turn up any treasure. Only the bones of those who had dug before. Demoralized, Greybeard and his crew retreat to their ship at sundown.

In the morning, Greybeard and his crew awaken to an unusual sight. Beached on the island is a pirate ship the likes of which they have never seen. The Jolly Roger flies from its main mast, but this vessel appears to be a collection of rafts roped together, wider than ten pirate ships combined, and completely covered in wooden crates. The puzzled pirates look on as a masked, black-clad figure emerges from the center of the super raft. “Good morning!” shouts the stranger. “The name’s Bob. Fine morning for a treasure hunt, wouldn’t you say?”

With that, the stranger tears a side off the first crate, letting its jangling contents spill onto the beach. From The Legacy, it’s impossible to tell what the contraptions are that fall from the crate, but the crew sees Captain Bob pick one up and start winding it with a metal key. He puts the device down, and it scurries across the beach, stopping a hundred or so yards away. It starts digging furiously, creating a miniature sandstorm. Bob winds another device, then another, until all the devices have scurried to seemingly random spots on the island, digging relentlessly once they arrive. He repeats the process with every crate until it appears the whole island is covered with these mechanical pirates. Captain Bob walks casually toward his innumerable, unliving crew, surveying their handiwork.

DING! A loud bell rings out from behind a distant dune. Bob rushes toward the sound. “Aha!” he screams. “Long John’s silver! I thought it might be here.” DONG! A bell rings farther inland. “Whoa! I’ve never seen so many pearls in my life!” GONG! Farther still. “By Davy Jones’s locker, it’s the lost gold of Montezuma!” On board The Legacy, the crew stands silently, jaws agape as they watch a parade of treasure return to the raft, carried by a mischief of clockwork mice. Greybeard tears his map to shreds, then slowly throws its pieces one by one into the sea…




Introduction

There’s treasure out there in the digital seas! But figuring out how to find it requires a deep understanding of the digital business landscape—both its opportunities and its obstacles. Since the World Wide Web took hold three decades ago, enterprises established before the dawn of the web have been trying to figure out how to navigate the new landscape and how they can map it to find digital treasure. These digital settlers have tried to apply the best practices of pre-web business, such as five-year plans and linear production lines, to their digital delivery but have yielded limited returns. Moving a large organization away from its status quo is hard, but establishing an effective new operating model is impossible if you don’t understand the paradigm in which you are working. This is why so many established organizations have struggled with digital transformation.

Within that same thirty-year period, a new generation of web-native companies was born. These startups had no existing practices to apply to digital business. They were new companies aware that they were playing a new game. As opposed to viewing the web as a new channel to be added to their operating model, these digital pirates embraced the properties of the web as the essence of their business models: data as the raw material for creating digital products; high-speed, low-cost communication; and mass observability. Whether by necessity or design, these web startups were defining a new methodology for digital treasure hunting.

People first understood the web to be a collection of websites. Most companies—the digital settlers—moved quickly to create home pages that their customers could visit. But the digital pirates saw the web differently. Looking beneath the surface of the browser, they saw the internet as a way to easily and cheaply connect businesses to each other. Visionaries like Tim O’Reilly imagined the web as a network of digital services that any company could access. Early believers in this vision, like eBay and Amazon, made it a reality by creating APIs (application programming interfaces) for their digital products and services. 

In the simplest terms, an API is an interface that allows software to talk to other software over the web. Unlike a GUI (graphical user interface), which is optimized to be used by humans, an API is optimized to be used by software programs. Developers create APIs/interfaces to deliver software functionality and data to other software programs (software-based consumers). Other organizations can then build software that accesses the API via network communication. As more companies published APIs on the web, and even more companies started using them, the vision of the web as a digital business ecosystem became real.

To understand how APIs power web experiences, consider a rideshare scenario involving two people: a rider and a driver. The rider orders a ride to the movies on their CloudCo smart speaker, checks the driver location and pickup time on their RideCo app, and then pays for the ride through the app when they reach the theater. The driver accepts the ride request through the RideCo app, locates the rider, and then follows the app’s navigation to the destination. The list below illustrates what happens to enable these two user experiences, with APIs playing a big role (see also Figure 0.1).


	The smart speaker sends the ride request message to CloudCo’s backend services using an API.

	The CloudCo backend then sends the message to RideCo’s API.

	The RideCo driver receives the ride request on their mobile phone via another API.

	The rider and driver location services are enabled on the RideCo app by connecting to MapCo’s geolocation API.

	RideCo allows the driver and rider to contact one another through the mobile app, which is enabled by TelCo’s communications API.

	Finally, payment services are enabled on the RideCo app with the help of PayCo’s payments API.
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Figure 0.1: The Role of APIs in a Rideshare Scenario



The rider has a smooth customer experience, blissfully unaware that they just conducted business with five different companies (six if you count the driver as an independent contractor).

Not only does this example show the role APIs play in powering current digital experiences, but it also shows how a collection of API-enabled services allowed companies like Uber and Lyft to launch and scale in record time. Before the web and APIs, a company wanting to offer transportation services would need to create or buy its own payment software, mapping data, and telecommunications services. With commercially available APIs like Stripe, Google Maps, and Twilio, those capabilities are instantly available. On top of that, both rideshare startups are able to run their applications through API-enabled cloud services, another variable that fueled the rideshare companies’ fast start and rapid growth.

This rideshare example also illustrates the most important aspect of API-enabled digital treasure hunting: you don’t need a map. Google didn’t create Maps with Uber in mind. The same goes for Stripe and Twilio. These services were created as APIs, allowing them to be used in many unanticipated ways. Digital business is all about innovation, which means you can’t draw up a detailed map to the treasures of tomorrow. We have no way of knowing what those treasures will be. 

What digital pirates have shown over the last thirty years is that the right way to find digital treasure is to create as many options as possible in your digital landscape and then be ready to exploit new opportunities as they arise—prepare early, decide late. APIs help create options, and a high degree of optionality leads to unanticipated opportunities. To happy accidents.

There are many more examples of API options driving web innovation. The rise of social networks was API-enabled. A critical factor in Facebook’s early dominance was its “Like” button, which was built on top of the Facebook Graph API.1 Mobile apps were built on data and functions coming from cloud services via APIs. Even today’s AI (artificial intelligence) boom is largely dependent on APIs. Generative AI is being incorporated into customer experiences through APIs, and corporations are embedding their own services into third-party models via API. All this API-enabled innovation begs the question: Are these digital pirates using some grand design or simply following their intuition?

Whether intentional or not, the good news is that there is a recipe for winning with APIs in the digital economy. This is the book that defines it and makes it accessible for legacy enterprises, the digital settlers. 


	•In this book, you will learn some of the most illustrative success stories of the digital age, including digital settlers that have successfully transformed. 

	•You will learn the common methods used by successful organizations: unbundling digital business capabilities, designing digital business models through value exchange, and establishing widespread feedback loops. 

	•And you will see how those methods can be applied in specific strategies for your business, from optimizing digital channels to amalgamating value streams. 



In all these areas, APIs feature prominently.

Treasure-Hunting Methods

The management and strategic practices of the twentieth century can only go so far in the digital economy of the twenty-first century. The most successful digital companies are utilizing methods tailored to the unique challenges and opportunities of the digital age.

Create Optionality Through Unbundling

The digital economy moves at breakneck speed. Innovation happens across all industries and all technical areas. New techniques are combined, leading to further innovations. The result is a business landscape that is as unpredictable as it is full of opportunities. Successful digital companies handle this pace by spending less time trying to predict the future and more time preparing for any eventuality. 

Preparation comes in the form of optionality: unbundling their business capabilities into digital assets that can be combined and composed into new products, processes, and experiences that meet opportunities unlocked by innovation. These digital pirates accomplish this by creating APIs for reusable software functions and data that may be used in many different contexts. They also make these APIs as easy to discover and use as possible. This book will show you how to drive optionality in your business using APIs.

Identify Opportunities Through Value Dynamics

Business can be viewed on a macro level as a series of value exchanges (Clayton Christensen’s term for the interconnected set of stakeholders that deliver value-producing products and services to a discrete set of customers2) between entities. 

A small business might exchange its services for money from a customer. A wholesaler might discount its products to gain access to a market provided by a retailer. Digital business—with its penchant for high-speed, low-cost communication between organizations—reduces the cost of value exchange, allowing for more complex business models. Over time, value networks become increasingly complex, while the stakeholders within these value networks become increasingly optimized. 

The unfolding of the web ecosystem has borne this out. APIs have been a frequent channel for value exchange by powering business-to-business (B2B) process integration, underpinning app-based commerce, monetizing data, and more. This book will teach you how to use value dynamics to identify opportunities for growth and innovation in your digital business. Value dynamics is a visual method of designing business models through value networks and API-enabled value exchange. It will help you “place bets” on opportunities that arise from optionality.

Optimize Value Through Feedback Loops

The rapid communication that unlocks more complex value networks also allows organizations to gain a continuous understanding of their business. When an organization is exercising many options simultaneously, feedback loops are critical for knowing as quickly as possible which options are succeeding and which need to be shut down. 

When organizations first create APIs, they often look at them as a means of providing data to consumers. However, APIs capture data as well. Leading digital businesses use APIs to collect feedback on business activities that can guide digital strategy. This book will show you how to cultivate effective feedback loops that can help determine when to double down on option bets and when to fold.

In combination, these techniques require a change in mindset that may be uncomfortable for many organizations. Rather than defining a detailed, long-term plan, successful digital organizations are much more focused on creating conditions for opportunities to flourish and capitalizing when they do. They recognize that each successful innovation will lead to unanticipated opportunities, so they aim to deliberately harvest unintended positive outcomes—happy accidents. This book teaches you to remember your “OOOps”—the winning methods of optionality, opportunism, and optimization—if you want to benefit from happy accidents.

Successful Treasure-Hunting Strategies

By analyzing digital success stories through the lens of the three winning OOOps techniques, this book introduces four winning strategies that any business can employ to thrive in digital business using APIs.


Table 0.1: Four Winning Strategies in the Digital Economy



	Exchange Optimization

	Adapt analog business models for the digital world, thus increasing the speed and scale of value exchanges while lowering coordination costs.




	Distributed Innovation

	Put innovative technologies in the hands of business users and high option products in the hands of customers to run rapid, well-measured experiments that pay off.




	Capability Capitalization

	Unbundle and rebundle business capabilities to create new products, services, and even highly profitable operating units.




	Value Aggregation

	Connect disparate value networks to create an integrated business model whose whole is greater than the sum of its parts.







This book will help you use each of these strategies in any industry to great effect. We will also show you how to combine the winning methods to discover your own strategies. The sky’s the limit!

We’ve Seen This Approach Work

Throughout our professional careers, we have both helped organizations bring their business and technology teams closer together in the pursuit of digital success. In the course of our work with enterprises, we’ve seen the same patterns and antipatterns emerge. From the private to public sector and across every industry, we have found that the recipe for success in the digital economy comes from the unbundling approach we share here.

Through our collective work, we have extracted and articulated the practices companies employ to build successful digital businesses. We codified these strategies and methods and then helped other organizations—especially digital settlers—apply them and yield positive results. These engagements inspired us to write this book. 

In our research, we interviewed more than twenty individuals from a variety of innovative companies and across a wide spectrum of roles: CEOs, CIOs, architects, consultants, and more. You will hear firsthand from these change agents. Although they differ in roles, you will see how they share a common worldview:


	•They see APIs as mission-critical business assets, not as technical components.

	•They have an “outside-in” view of their business, orienting on their value proposition for customers more than the operational competencies their enterprises are known for.

	•They weigh their near-term opportunities against a high-level mission rather than trying to adhere to a rigid, long-term plan.



The elements of this shared mindset show up in the strategies and methods of unbundling.

You Have a Part to Play

If you are a business or technology professional involved in your company’s digital transformation, this book can help you. The approach we prescribe will especially help you align your organization’s transformation efforts with meaningful business objectives. The strategies and methods articulated here will bridge the gap between the digital intentions of the C-suite and the day-to-day work happening on the ground.

This book gives you a stake in your organization’s transformation, whether you identify as a business leader or a technology professional. This is a book about connection: Connecting business to technology. Connecting long-term strategy to short-term return on investment. Connecting intuition to science. Anyone interested in helping their enterprise stay relevant in turbulent times will find value in this book.

Seeing It Through

To ultimately realize success, you will also need to confront some practical considerations. What are the organizational implications of taking this digitally native approach to business? What new risks are introduced in such a setup and how can they be mitigated? How can the approach be aligned with financial realities? This book answers all those questions.

For too long, business leaders have been trying to find their way in the digital economy through gut feel or by copycatting the surface characteristics of successful companies. This book goes beneath the surface, deconstructing those success stories into their essential lessons. This book shows that although the specific events or innovations may not have been intended, they occurred in environments that had been deliberately populated by API-enabled options. Unbundling the Enterprise defines a methodology for engineering those positive, unintended occurrences: a science of happy accidents.

Let’s begin. 
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The chapters within Part I of this book explore the methods digital pirates like Amazon, Google, and Facebook used to fuel their explosive growth and sustain success over the last few decades. A curious pattern in these success stories is the prevalence of unintended events and innovations leading to some of their most positive outcomes. These “happy accidents” occur too frequently to be dismissed as coincidences. The focus of Part I is on discovering a methodology for intentionally engineering these unintentional outcomes, i.e., defining a science of happy accidents. 

We will look at the common patterns adopted by digital pirates. To start, we will examine how these organizations have used APIs as foundational enablers for finding digital treasure. Through that examination, we will focus on three methods that lead to beneficial business conditions:


	•Unbundling the digital landscape into API-enabled software components that provide discrete business capabilities, yielding a high degree of optionality within an organization’s business environment.

	•Rethinking business models through the dynamics of value exchange, thus providing a higher probability set of new business opportunities.

	•Establishing feedback loops and reducing cycle time as a means of optimizing the digital operating model.



Each of these methods is explored in detail. Furthermore, we will show how digital pirates are not the only ones benefiting from these methods and the resulting happy accidents. We will also share stories of digital settlers who are finding success. It is time to set sail on the digital seas…
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Treasure in Transformation

In 1882, Thomas Edison opened the first electrical power station in New York City.1 To demonstrate the possibilities of continuous electrical power, Edison grabbed headlines by lighting up Lower Manhattan with electric bulbs. To everyone present, it was clear that the future had arrived.

But how could giant corporations that had emerged during the Industrial Revolution take advantage of this new power source? Their primary power source was steam, and they had spent the previous decades orienting their factories around steam boilers, optimizing the efficiency of steam power through new innovations, and creating a whole economy around steam-based products and occupations. Moving to a new power source would involve a lot more than unplugging steam and plugging in electricity. By 1900, only 5% of mechanical power was being provided by electricity.2

The tipping point for electrical power came from a new, electrically native industry. In 1913—thirty-one years after Edison’s first power station—Ford Motor Company introduced the first moving assembly line for mass automobile production. This approach required discrete sources of power at multiple points along the process, something not possible with steam. By introducing a revolutionary manufacturing innovation that fueled the high-growth, job-producing automobile industry, Ford’s assembly line helped unleash the electrical age.

Without being encumbered by antiquated approaches, the nascent automotive industry established many of the best practices for business in the twentieth century. Interchangeable parts, the division of labor, new management methodologies, and wholly controlled supply chains all became part of a business paradigm that spanned all manufacturing
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	All teams will henceforth expose their data and functionality through service interfaces.

	Teams must communicate with each other through these interfaces.

	There will be no other form of interprocess communication allowed: no direct linking, no direct reads of another teams’ data store, no shared-memory model, no back-doors whatsoever. The only communication allowed is via service interface calls over the network.

	It doesn’t matter what technology is used: HTTP, Corba, Pubsub, custom protocols.

	All service interfaces, without exception, must be designed from the ground up to be externalizable. That is to say, the team must plan and design to be able to expose the interface to developers in the outside world. No exceptions.

	Anyone who doesn’t do this will be fired. Thank you; have a nice day!





Tim O’Reilly: The API Advocate
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