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1 Introduction 

 

The following chapter presents the reader with a short introduction to the ERP 
market. It introduces dominant design and its importance to research in regards to 
innovation. The reader is also presented with the implications dominant design has 
on the ERP sector. Finally it states the purpose of the thesis and gives the reader a few 
pointers to the structure of the thesis. 

 

The Evolution of ERP 

During recent years there has been a lot of talk about the Internet 
revolution and how it is going to change our lives. People is supposed to 
do their shopping on the Internet and live in intelligent houses which can 
be controlled remotely over the Internet or via the mobile phone. In 
general there has been less discussion about how this is going to change 
companies and the way they do business. This discussion has instead, to a 
large extent, been kept within the companies. This is unfortunate, since 
Internet’s real impact on society will be more on a company level 
(Software Magazine, 1999) than on a private level. This thesis will focus 
on the latest generation of the Enterprise Resources Planning (ERP) 
applications, which is the first generation to utilize the Internet to transfer 
information, within and between companies. 

 
Historically exchange of information and collaboration between 
companies, have taken place by phone, fax, mail or e-mail. This was an 
easy but unstructured way to communicate, which limited the efficiency. 
Computer systems in various shapes have been used for some time to 
improve production efficiency in companies. MRP (material requirements 
planning), MRP II (manufacturing resource planning) and ERP (enterprise 
resource planning) systems have all provided some functionality in this 
area over the last 25 years. Early solutions provided a framework to 
address logistics and material planning at divisional or plant level. The 
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emergence of ERP provided a more enterprise-wide focus which was able 
to capture demand and provide visibility of the production capacity 
across multiple factories within the organization. The goal is now set to 
move beyond the borders of the enterprise and allowing companies to 
collaborate with both suppliers and customer throughout the product 
lifecycle.  

The latest generation of enterprise solutions focus not only on making 
ERP modules better, but also on extending them with new types of 
applications and functionality to form ERP II1 solutions. ERP systems 
bundle functions such as order management, inventory control, 
production planning, and financials under one integrated suite of 
modules, but they do not handle every need. Among the applications 
being integrated with ERP systems to form extended solutions (ERP II) 
are customer relationship management (CRM), supply chain management 
(SCM) or advanced planning & scheduling (APS), market places and 
portals. (MSI Magazine, Feb 2001) 

AMR (2001) predicts that the extended ERP market will grow from 
approximately $100 bn to over $260 bn by 2005. Sub-sectors such as CRM, 
SCM and portals are predicted to have an annual growth rate between 20 
– 40% during the same time period. This is one of the fastest growing 
markets around, constantly evolving and introducing new technology.  

Introducing the Concept of Dominant Design 

The dominant design concept describes the evolution from one dominant 
design to a new one, or in a new industry, the evolution to a set of 
standards and features that becomes a dominant design for that particular 
product or sector. A dominant design is in other words the minimum 
requirements that the market demands from a product or service. To 
become successful in an industry segment a company has to offer the 

                                        

1  ERP II is the extended ERP. The abbreviation stands for Enterprise Resource Planning but ERP II 
includes applications such as SCM and CRM etc. 
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dominant design standard and preferably some other added value 
features.  

The concept of dominant design was introduced some 20 years ago by 
Abernathy and Utterback (1978) and has since then been a commonly 
used model to describe patterns of innovation and product or service 
evolution (Tushman & Murmann, 1998). Even though the ERP market has 
been around for many years the different architectures and product 
offerings have been diverse. As Internet opens up new ways to do 
business, a commonly accepted view has emerged about what features 
and design that is likely to become the dominant design in the ERP sector. 
Research groups and industry magazines such as IDC (April 2001), 
Software Magazine 2001 Feb/Mar and most recently AMR (2001) all more 
or less agree on the following minimum criteria, thus a likely future 
dominant design: 

An industry-standard application server. Vendors must support mobility, 
XML2 and industry other standards (e.g. .NET and Java).  

An analytic data model. Vendors must support the creation of an analytic 
data model and drill down capabilities into multiple data sources as part 
of their core application.  

Application-independent integration. Vendors must publish application 
processes as logical, call-able components and subscribe to other services 
via an integration framework.  

Business Process Management (BPM). Vendors must provide the ability 
to co-ordinate application processes with a centralized process manager.  

Private Trading Exchange (PTX). The PTX will support commerce and 
access management by providing the gateway to external and internal 
constituents. Vendors must integrate through the PTX for external Web 

                                        

2 Please refer to the acronym list at the end of the thesis for references. 
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services and synchronize with existing systems by supporting open XML 
protocols.  

A single portal framework through the PTX. The single portal framework 
provides a platform for consistent and secure access to the enterprise. 
Integrated Systems Management. Vendors must support integration to 
systems management products at a business processes level to ensure 
system integrity.  

Towards a new standard (AMR, 2001)  

How have ERP companies positioned themselves to the 
Dominant Design? 

The interest in extended solutions also exists among small- to medium-
sized companies, not just large enterprises. Today, the question is not 
whether companies will seek extended ERP functionality, but rather, how 
they will achieve it. The reason for these extensions, according to Alice 
Greene, president of Industry Directions, boils down to competitive 
advantage. “Manufacturers recognize the value of an extended solution,” 
Greene says. “CRM allows organizations to manage up-front 
opportunities; APS provides the tools needed to optimize resources and 
keep supply and demand in sync; and business intelligence and analytical 
applications deliver access to strategic information and corporate 
guidance.”(MSI Magazine, Mar 2000) 

ERP vendors were extremely slow in recognizing the trend to offer CRM 
and SCM products and a multitude of private companies started to 
address this market and have become significant players in each niche by 
providing “best-of-breed” products. In the CRM sector these companies 
include Siebel Systems, Vantive and Clarify. While many ERP vendors 
have chosen to build CRM applications themselves others, like Baan who 
bought Aurum in 1997, have acquired smaller best-of-breed CRM players. 
Best-of-breed players have also emerged in SCM applications, such as i2 
Technologies and Manugistics. Most of the ERP vendors have bought 
companies in this space, since there is an obvious synergy when an SCM 
application is integrated with back office ERP applications. Baan, 
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Peoplesoft and JD Edwards all bought supply chain vendors, while Oracle 
decided to take the partnering approach. SAP initially took the partnering 
approach and later decided to build its own. (Merrill Lynch, 2000) 

Recently there have been concerns about the future success of best-of-
breed companies. It is likely that the functionality lead that these 
companies have had compared to the traditional ERP companies has 
decreased and focus has moved to integration issues. The reason for this is 
the high costs related to integration of heterogeneous systems. Oracle, 
SAP and other suite vendors can integrate their applications easier and 
faster which lowers the total cost of ownership. (Reuters, 14 May 2001)    

Recent Developments in the ERP Sector 
Internet technologies have enabled enterprises to build secure, scalable 
and dynamic networks with their business partners at a comparable low 
cost. These networks allow companies to carry out activities ranging from 
product design to order execution with their partners. The 
implementation of XML has become the first step to allow machine to 
machine communication. This implies that large amounts of data can be 
transferred and processed at a low cost. This information is also accessible 
via a standard web-browser, which means that small companies can be 
part of the collaboration without large investments in infrastructure. 

As a communication channel, Internet not only enables companies to sell 
products and accept orders in new ways, but also allows tight co-
ordination along the supply chain to deliver products to the end 
customer.  It moulds a distributed network of suppliers and distributors 
into a more efficient and responsive channel enabling it to act as one 
entity.  This is crucial in an e-world where companies selling goods over 
the Internet must provide superior customer service to encourage repeat 
customers and move the basis of competition from price alone (AMR, 
2000). While front-end solutions can provide functionality such as order 
entering and customer support, a major component of the customer 
experience is also fulfillment of the order.  
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As understood from above, mergers, acquisitions and partnerships have 
been a priority for every leading ERP company. The whole industry is 
constantly evolving and new innovations are driving ERP companies to 
change with it. 

The Two Case Companies 

SAP  
SAP is the world's largest enterprise software company, and the world's 
third largest independent software supplier overall. The company was 
founded in 1972 by five former IBM systems engineers and is based in 
Walldorf, Germany. The company offers software products and e-
business solutions that provide business technology infrastructure and 
business processes to enhance customers' growth, value creation and 
organizational agility. SAP employs over 24,000 people in more than 50 
countries. The company has around 17,500 customers, 36,000 installations, 
10 million users, 1,000 partners and 21 industry solutions. In response to 
the impact of the Internet, SAP undertook a realignment of its product 
offerings during late 1998 and 1999. SAP has unified all its “new 
dimension ” initiatives under a comprehensive Internet strategy, 
mySAP.com, which was announced in May 1999. The company shipped 
mySAP.com to the public as a fully Internet-oriented software and service 
solution in October 1999. mySAP.com now accounts for the majority of 
the company’s business. The mySAP.com collaborative e-business 
platform allows employees, customers and business partners to work 
together via multiple interfaces. The platform is open and flexible, 
supporting databases, applications, operating systems, and hardware 
from almost every major vendor. For 2001, SAP’s management is focusing 
on four initiatives, customer relationship management, supply chain 
management, marketplaces and portals. SAP is listed on several stock 
exchanges, including Frankfurt and New York stock exchange. 
(www.sap.com, 2001) 
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Navision  
Navision a/s was created in December 2000 by the merger of the two 
Danish companies, Navision Software and Damgaard. The two companies 
were founded in 1983 and 1984 respectively. Navision is to a greater 
extent focused on the mid-market segment than SAP. The company has 
more than 1,000 employees in 25 countries. 300 of these employees are 
involved in the research and development process that is located to the 
head quarters in Vedbaek, Denmark. The company has approximately 
2,000 business partners and 127,000 customers, worldwide. 

The Navision product line consists of Navision Axapta, Navision 
Financials/Attain and Navision XAL. Navision XAL is designed to scale 
from 5 to 300 users depending on the configuration. Axapta is the 
company’s, top of the line, e-business platform that can be scaled for up to 
1,000 users. Navision has strong partnerships with Microsoft and IBM. 
The company offered, as one of the first in the world, their Commerce 
gateway ( an Axapta module) based on Microsoft‘s BizTalk 2000. BizTalk 
uses XML, which allows exchanges with virtually any system. Navision 
has recognized the demand from the market to supply an integrated suite 
of ERP, SCM, CRM and portal application. Navision is listed on the 
Copenhagen Stock Exchange. (www.navision.com, 2001) 

Outlining the Approach 

SAP and Navision have followed different paths to approach the 
dominant design, both from a technology standpoint but also from a 
strategy perspective. The two companies also differ in their approach to 
innovation. Navision could be seen as small, flexible and fast to adapt to 
new technology while SAP is the market leader and is somewhat slower 
to adjust to new technology (Line56.com Magazine, 2000). These features 
make the two companies especially appropriate for this thesis. Even 
though the purpose of this thesis partly is to focus the attention to aspects 
of innovation in SAP and Navision, it is likely that the future will prove 
that the real strength of this thesis instead lies in the thorough description 
of the two companies applications. 
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Readers who are familiar with the dominant design model might ask 
themselves why this model is used to describe the nature of innovation in 
Navision and SAP. As pointed out earlier, the dominant design model has 
frequently been used to describe different sectors. Today the model has 
reached an acceptance and wide-spread status. As Tushman and 
Murmann (1998), points out there is little doubt of the importance of the 
work done by Abernathy and Utterback when they developed the 
dominant design model. They also conclude that even though there are 
questions regarding certain aspects of the model, ideas extracted from the 
model are often used as a foundation for research in the field of 
innovation. As an opposite to the top down approach used by Abernathy 
and Utterback this thesis will approach the dominant design model from 
a bottom up perspective, i.e. from the company’s perspective.  

What is then the use to apply the dominant design model, which is 
developed to describe innovation within a sector on two individual 
companies? The reason for working with this model is the author’s belief 
that the dominant design model should, with a few alterations, give an 
easily accessible description of SAP and Navision software solutions and 
how they evolve. The dominant design could also present some reasons to 
why the two companies have chosen two so different paths in regards to 
the development of their products. If I find support for this approach, it 
would then be a question for future research to confirm if the use of the 
dominant design model can be expanded to encompass innovation in 
regards to a specific company. However, there is also a risk that I do not 
find all the necessary information to draw any conclusions in that 
direction. By including two companies in my research I hope that I can 
diminish this problem.   

This approach could be viewed as a narrow road to follow. It is likely that 
there could be some difficulties to find out the real answers behind a 
certain action. It is not always that companies are aware of all the reason 
to their actions or know where they have received the information which 
they base their actions on. Also, it is not always that the company would 
like to reveal information like this to people outside the company. 
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However, difficulties are no news to any researcher and should not be a 
reason to find an easier and more obvious path.  

By emphasizing the descriptive side of the thesis, it will still contain a 
certain value to the reader even though it fails to show evidence of the 
connection between dominant design and a specific company. The 
analogy can be seen in the importance of laying the foundation of a house 
correct. Not only will everything that is built upon a faulty foundation 
lean towards one or another side but the faulty foundation will also affect 
every extension of the house. My intention is therefore to achieve two 
solid descriptions of the ERP applications and upon that build the 
discussion of innovation. The idea is indeed to build a whole house even 
though a small one. As more research is carried out and further extensions 
are added on, it might prove to be necessary to alter the architecture of a 
few walls while the foundation can be left untouched and the work can be 
concentrated on adding the extension. 

Purpose of the Thesis 

As understood from the outline above the purpose of this thesis is 
twofold. First I will provide a description of SAP’s and Navision’s newest 
products suits mySAP.com and Axapta. During this process I hope to 
provide an insight to SAP and Navision in regards to their approach to 
innovation, in particular in the perspective of the dominant design model. 
Thus, the second purpose of the thesis is to identify if, or what parts, of 
the dominant design model that can be used as an explanatory tool of 
innovation in the two companies 

Delimitations 

Considering the volume of companies in this sector there has been a need 
to concentrate on a limited amount of companies. The reason for this is to 
be able to go into depth instead of providing a broader scope of the 
industry. I have chosen to concentrate on two European companies that 
represent the whole customer segment. From Navision’s low end (small - 
medium companies / few users) customers to SAP’s high end (large 
companies / many users) customers. We can even talk about a northern 



-Taking a Dominant Design Perspective on ERP Companies- 
 

 10

European focus but this is more of coincidence then on purpose. The 
reason has instead been to choose the leading companies (according to 
market capitalization) that are covering the above mentioned market 
segments in Europe.  

Also, the time frame of the research for this thesis is limited. This thesis is 
concentrating its efforts on the time from the launch of the companies’ 
web enabled applications until present time. During this time frame the 
ERP market has changed significantly to encompass more applications 
and more functionality. This has affected the structure and demands 
inflicted on the companies. Other aspects that will be left untouched in 
this thesis are organizational and individual aspects. This lays in the 
nature of how the research is conducted. To be able to shed light on these 
issues, it is probably a necessity to spend considerably time at the 
company, which I have not done.  

At a theoretical level this paper can be viewed as somewhat narrow. 
There are a number of theoretical fields that could have been used when 
framing the research questions of this study. For instance, strategic change 
(Pettigrew and Whipp, 1991) systems of innovation (Edquist, 1997) or 
disruptive technologies (Christensen, 1997). All bear important 
implications to the field of innovation. However, all of the above have the 
locus of the management’s behavior or the consequences there of as their 
strengths. Abernathy and Utterback (1978) dominant design model on the 
other hand present a broader view of the innovation present in an 
industry. Their dominant design model open up the field to a broader 
range of factors such as market, technology and customers.  

A third area where I have imposed limitations is the financing of the 
companies. This area has under the recent months been a hot topic in 
financial newspapers mostly due to the current negative market 
conditions (Finanstidningen, 22 Dec 2000). How this affects the innovation 
pace in the companies will not be discussed but this is likely to be an 
important constraint on the level of innovation in a company. This could 
be an interesting area for a future study. 
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Reading instructions 

This thesis can at a first glance, to some readers, seem a bit complicated to 
read due to the use of specific industry terminology. For these readers I 
have included an acronym list in chapter 10. For readers who have deeper 
knowledge of this sector, the thesis might be too detailed and in some 
cases explaining simple things in detail. For these readers I hope they can 
bear with me to the later parts of the thesis, in particular the two chapters 
on SAP and Navision. The thesis is structured as follows. The first chapter 
gives a short introduction to the ERP sector and the changes that has 
occurred within this sector the last 25 years. It also presents the more 
recent dramatic developments, such as ERP II and the Internet which is 
the reason why this is such an interesting and much talked about sector. 
Readers who are accustomed with the sector can skip the introduction a 
go straight on the purpose and delimitations of the thesis, which can be 
found at the end of the first chapter. In the second chapter the method, 
which the thesis is bases upon is presented. Here is discussed how the 
author has approached the problem. In the third chapter the frame of 
reference can be found. For those of you who are not familiar with the 
dominant design model this chapter should be of great value. The fourth 
chapter contains a thorough description of the ERP space and how the 
market has evolved during recent years. It also touches the different 
strategies that companies in the sector have pursued and presents the 
growth trends for the different segments in the ERP sector. In the fifth and 
sixth chapter the two companies’, products are presented, mySAP.com 
and Axapta. For a reader with no prior experience to the ERP sector it 
could be recommended to read about mySAP.com first. The chapter about 
Axapta assumes that the reader has obtained a certain knowledge from 
the previous chapter and is therefore more condensed with less 
explanations of technological terminology, which have been the case in 
earlier chapters. The seventh chapter contains the analysis. This chapter 
brings together knowledge from the prior chapters and puts this 
information in perspective to purpose of the thesis. The eighth chapter 
contains the result in regards to the dominant design model. It answers 
what part of the dominant design model that can be used in a company 
perspective and what modifications of the model that is necessary. 
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Obviously, this chapter is not necessary reading for people who only are 
interested in the product descriptions of mySAP.com and Axapta. In the 
appendix more practical conclusions are discussed that could be of use for 
managers in ERP companies. At the end of the thesis the acronym list and 
bibliography can be found. 
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2 On Methodology 

 

The author’s intention is to write a scientific thesis so the reader easily can follow the 
methods and thoughts of the author. The reader should actually be able to conduct the 
same study on their own with the thesis as their only guide. The following chapter 
presents how the author has been working, why these methods were chosen, and a 
brief discussion on how knowledge is obtained. 

 

The definition of science has since the inception of academic research been 
that it is an absolute truth that can be proven over and over again. 
Brunsson (1981) define science as objective, repeatable and generally 
applicable. The result of every study should easily be verified and the 
result should be the same no matter who the scientist is. This is of course 
true as long as science kept to natural science e.g. chemistry and physics. 
Scientists working according to these premises are called positivists 
(Eriksson & Wiedersheim-Paul, 1997).  

As the need for deeper knowledge in social science increased, the 
definition had to be broadened. The positivistic approach did not seem to 
provide the necessary tools for these fields to be understood. In the study 
of social science it was recognized that a single phenomenon rarely was 
isolated. Instead the academic world understood the importance of the 
context that the phenomenon existed in. This new way of looking at 
science is called the hermeneutic school (Eriksson & Wiedersheim-Paul, 
1997). The hermeneutic school emphasizes the object as well as the context 
that the object exists in. Thus, there is no objective reality instead we as 
individuals construct our own reality. The researcher’s role is to identify 
the individuals or phenomenon and the surrounding context and from 
that extract a “meaning” that is valid for a certain specific time. The 
scientific world could be split into two different paradigms (Kuhn, 1979). 
On one hand we have traditional scientists who believe there is an 
objective truth that could be found. On the other, we have scientists that 
see truth as something subjective, which is created and interpreted by the 
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individuals acting in it (Eriksson & Wiedersheim-Paul, 1997). Brunsson 
(1981, p.28) has expanded the definition of social studies to ”provide a 
possible explanation, not the solution to a problem” In other words the 
scientist provides the tools, “a language” to describe the phenomenon.  

As stated in the purpose, this thesis has two intentions, first to describe 
SAP’s and Navision’s products, mySAP.com and Axapta, secondly to 
discuss certain questions regarding innovation within these companies. 
The discussion regarding innovation in the two companies takes a 
hermeneutic approach. The reason for this is that the much of this 
information is based on interviews. It is therefore likely that a certain 
event is justified or explained depending on the context it is put into when 
these interviews were carried out. As time passes the context change and 
is therefore not likely that a researcher carrying out the same interview at 
a later time will get the same answers.  

It could be argued that the descriptive parts of the thesis could be 
approached from a positivistic point of view. However, the reason for not 
entering this path is the kind of research questions conducted for this 
thesis. The purpose of this thesis does not allow for more specific 
questions without loosing depth and knowledge. Thus, this thesis has 
been conducted with a hermeneutic approach.  

Pre-understanding 

Pre-understanding refers to such things as person’s knowledge, insights, 
and experiences prior to their engagement in a research project. 
Gummesson (1991) It is used to explain a researcher’s personal 
experiences and attitudes as an important factor in the process of 
collecting and analyzing new information. Due to the fact of pre-
understanding the scientist is likely to approach the phenomenon in a 
certain way. Having a pre-understanding makes the research work much 
easier since the scientist does not have to approach the problem without 
an idea where to start solving it, saving the researcher a lot of work. 
Unfortunately, it is not always that the pre-understanding is unbiased or 
correct. A researcher therefore has to be aware of the likelihood of that his 
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work is colored of his pre-understanding. This could lead to certain 
aspects are given more weight than others while others are totally 
excluded. The objectivity that the research is carried out with is therefore 
a constant concern both to the reader and the scientist. (Gummesson, 
1991) The author has, throughout the work with this thesis, shared 
thoughts and ideas with people inside as well as outside the companies. 
Much effort has also been given to study written secondary information 
provided by the companies and branch magazines. By doing this the 
author has taken the necessary steps to minimize the risk for subjectivity 
and provide the reader with an interesting and objective thesis.  

The author’s pre-understandings of the two companies were limited to an 
investment perspective and in general terms to the product line of the 
companies. The knowledge of innovation and strategies within the 
companies were close to none existing.  

Knowledge creation 

According to Patel and Davidsson (1994), we obtain knowledge in two 
idealized ways, through deduction or induction. Deduction is when the 
researcher forms a hypothesis from the theory and thereafter uses his/her 
common sense to draw conclusions about particular phenomenon in 
reality. Induction, on the other hand, is when the scientist uses his senses 
to create a certain theory or model through observations. Deduction can 
be seen as the way of proving, while induction can be likened to the way 
of discovering. 

Yet one more alternative can be distinguished – abduction (Wigblad, 
1995). Abduction is a kind of middle course between theory and the 
empirical results found that can start off in either of the two methods 
described above. Abduction implies finding the explanation or 
hypothesis, which currently explains some given data in the best way.3 

                                        
3 Sven Olof (Olle) Larsson, 1998  http://www.itm.hk-r.se/~sveo/vteori2/ch2.html,  
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The following model explains the relation between deduction, induction, 
and abduction. 

 

Table 1. Explanation of Abduction  

Theory
Deduction Induction Abduction

Empirical Findings
 

Source: Wigblad, 1995 

This thesis has embraced the dynamics of innovation in the ERP sector 
with two arms consisting of two theoretical models, dominant design and 
strategic maneuvering of individual firms. At a first glance this paper can 
therefore be viewed as a deductive thesis. However, at a more thorough 
examination the reader will understand that the thesis has been written in 
an abductive manner. The reason for choosing this method is to guide the 
reader into the ERP sector with the help of the widespread guidelines that 
these models provide. The strength of using well-known models lays in 
the familiarity that is provided to the reader, which will simplify and help 
the reader to focus their attention to the ERP sector.  

Since the ERP sector and the companies described in this thesis somewhat 
differ from the “normal” consumer sectors that are normally described 
with the dominant design model it is likely that the models will prove to 
be a bit too simplistic. Dominant design is mostly used to describe sectors 
that produce manufactured products such as cars, typewriters or 
computer chips. However, the short come of the model is out-weighted by 
the clear and easily accessible description that the model provide to the 
reader, but to provide the reader with more accuracy the model will be 
altered, in the later part of the thesis. Thus, this paper is written in an 
abductive manner.  
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A case study or a cross-section study? 

A scientific study can either be a case study or a cross-section study, 
depending on how deep the subject is penetrated. The cross-section study 
is valid at a certain time and is broader in its character. The case study 
turns towards details and is often descriptive and analyses specific 
problems. Since the researcher does not know exactly what is most 
important to examine, the case study gives the researcher the opportunity 
to discover circumstances that he or she had not reflected upon before 
(Bengtsson et al, 2000). The case study is particularly suitable when the 
object of the study is complex. Axelsson et al. (2000) distinguish between 
four types of research procedures, the exploring type, the descriptive 
type, the diagnostic type, and the type used for testing hypothesis. This 
thesis has been written as a mix of an exploring and a descriptive research 
type. It explores the ERP sector while simultaneously it describes SAP’s 
and Navision’s products mySAP.com and Axapta and highlights the 
innovation perspectives in these companies. Furthermore, this thesis has 
been carried out as a case study. The reason for choosing to write this 
thesis as a qualitative study is to penetrate the companies in depth. The 
case study approach allows the author to pursue whatever leads that 
arises during the course of research. Having this option allows the author 
to better present the companies as unique organizations. However, by 
only focusing on one company it is easy to draw conclusions based on 
information that is specific for the particular company. In an attempted to 
gain some sort of reference this thesis examines two companies. Through 
the use of two companies the thesis enjoys the flexibility and in-depth 
possibilities given of a case study, at the same time as it achieves some of 
the advantages of the cross-section study. To enforce the possibilities to 
compare the two companies the structure of the chapters describing 
mySAP.com and Axapta is the same. It should therefore be easy for the 
reader to compare the two products. However, it should be pointed out 
that the thesis is still a case study of two companies. It can be argued that 
possible generalizations could be viewed as weak when only focusing on 
two companies but it should be at least possible to point out different 
trends or directions based on the information given in this thesis.  
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How the Data was Collected 

This study will be based on interviews and secondary sources. Due to the 
somewhat historic approach of this paper the use of primary sources can 
be viewed as complimentary to the secondary information. The reason for 
this is my attempt to cover two companies in depth in a limited time. The 
methodological solution has been to focus on secondary sources.  

Axelsson et al. (2000) points out four different techniques for gathering 
information when conducting a qualitative study, direct observation, 
participating observation, interviews and the study of documents. The 
former two are not suitable as they call for the observer to be in the 
immediate presence of the object of the study, in this case as an employee 
at SAP and Navision. Instead I have collected the data through study of 
documents and interviews. This procedure can be divided into two 
phases, finding relevant secondary data and collecting primary empirical 
data. 

Primary data 
The primary information was collected through interviews. As stated 
above, this thesis is a qualitative case study and the most appropriate 
technique to gather such data is through the qualitative interview. A 
qualitative interview can be described as less structured and more flexible 
than a quantitative interview. It reminds of a normal discussion between 
two persons but with a certain focus where depth rather than breadth are 
wanted (Carlsson, 1991). The interviews conducted for this thesis have 
been of a qualitative nature. A common critical opinion is that qualitative 
interview fails in objectivity, as it is based on subjective impressions and is 
person-dependent. To achieve an objective thesis, the interviews have 
been balanced with information from secondary sources.  

The work of formulating the questions is an essential part of the process 
of doing rewarding interviews. The aim has been to bring out 
spontaneous description from the interviewee rather than obtaining their 
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more or less speculative explanation to what happened4. The author has 
tried to formulate the questions to be descriptive but also to be concise. 
Special effort has been made to avoid the hazard of leading questions. The 
author has conducted anonymous interviews with two people at SAP and 
two people at Navision. In addition to these two interviews the author has 
also conducted two interviews with Coleen Kaiser and Stacy Pollard, 
software analysts at Lehman Brothers, to get a more objective stance to the 
companies. At Navision interviews have been conducted with one person 
with a good insight to the company’s strategy and one person close to the 
research and development department. In SAP’s case I have interviewed 
one person with an overview of research and development. I have also 
interviewed a person who is connected to media contacts at SAP.  

The reason for choosing people in the R&D departments is that they are 
most likely to have knowledge about the innovative processes in the 
companies. In SAP’s case, many decisions on a product level is taken in 
each vertical market e.g. automotive, healthcare, insurance etc. It was 
therefore imperative to talk to someone who could provide an overview 
of what is happening in regards to innovation in each vertical market. The 
reason for choosing people at strategy level is to get a more holistic view 
of decisions taken in the companies. SAP is due to their listing in New 
York much more careful with external contacts and therefore channels 
their information to a high extent through the media contacts department.  

Unfortunately the author was “forced” to let the interviewees be 
anonymous. This was not the author’s intention from the beginning. 
However, during the interview many answers were given off the record. 
This, have left the author with the dilemma to omit interesting and 
important information or to waive some of the reliability and objectivity 
of the thesis. After evaluating the alternatives carefully the author decided 
that there were more to gain from allowing the interviewees to remain 
anonymous. Even though the interviews loose some of their weight when 
                                        

4 Interviews conducted with a historic perspective are always subjective to misinterpretations of what 
really happened. It is likely that the interviewee give more importance to certain situations or decisions. 
For more information see Kvale, 1997.  
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conducted anonymously the author felt that the gain of being able to get 
answers on certain questions out-weighted the negative side of not being 
able to disclose the names of the interviewees. 

The interviews were conducted over the phone. The author has had help 
of one additional person to ask questions and take notes. This has insured 
that the answers have been understood right and that there has been a 
possibility to go back and compare notes. 

Secondary data 
First, data was collected through the study of documents in the search for 
relevant secondary information. In this case, documents include a 
multitude of publications such as books and articles from various 
magazines covering software and financial markets. Other sources are 
reports written from independent research firms and financial analysts. 
Foremost I have relied on information provided by SAP and Navision. 
This information is, of course, tainted with the companies’ own 
perspectives and values but on the other hand very accurate when it 
comes to company specific details. 

Examples of secondary data sources: 

• AMR Research 

• IDC 

• Merrill Lynch 

• Lehman Brothers 

• Company web pages  

Why has this data been used while other information has been omitted? 
The author has selected material based on two ground values, suitability 
and reliability. Accurate information is of greatest importance, especially 
when consideration the rapid development in technology. Reliable 
sources have also been important to find, and the author has therefore 
been very selective in what information to use. Well-reputed references 
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have been used to secure the reliability. Furthermore, the author has 
throughout his work tried to keep a critical standpoint towards all the 
secondary data, especially in regards to data received from the two 
companies and data posted on the Internet. 

Collection of data: Discussion and criticism 

Due to the dependence on secondary sources this paper runs the risk to be 
subjective to other author’s assumptions and conclusions. In addition, a 
great deal of the information is collected from literature and web pages 
provided by the companies. This is especially true for the parts 
concerning the technological description of the companies’ products. 
However, to be able to steer somewhat clear of these difficulties I have 
used interviews as a tool to correct the direction of this thesis. The third 
source has been independent research firms and branch magazines. Thus, 
it has been possible to triangulate the information, i.e. confirm and 
compare the information from various sources. Dahmén (1992, p. 22) 
points to some general difficulties of explorative business history research 
and the use of sources: 

• Difficulties in obtaining comparable data from several companies  

• Source material unavailable or none existing 

• “Remains” of decision making processes are often insufficient 

• The “remains” if they are available, seldom reflects the range of 
alternatives confronting decision-makers. 

• It is easier to find material on success than failures 

Every method has its flaw and this part will focus on the risk of scarcities 
of the method used. Interview bias can occur if the same person 
interviews all the interviewees and thereby risks failing in objectivity 
(Kvale, 1997). In an attempt to minimize this risk the author has had much 
help from the Interviews with the software analyst at Lehman Brothers. 
These interviews have only been carried out to confirm and get another 
perspective on the information provided by the companies. Much of the 
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material used in this thesis is based on information received from the 
companies. This secondary information has also laid the foundation for 
the questions asked at the interviews. It can be questioned whether this 
information shows an accurate picture of the companies despite both 
literature research and interviews. However by talking to two different 
indirect competitors as well as a third part outside the company it has 
been possible to carry out a comparative study, which should ensure 
more accurate information.  

 

Subjectivity and objectivity are important issues in scientific research as 
all research’ purpose is to produce objective results (Merriam, 1990). 
There are many definitions of objectivity but Kvale (p 48, 1997) captures it 
well when he defines objectivity as, “a reflection of the object’s nature”. 
Truly describing or reflecting an object’s nature is what the author has 
tried to do throughout the process of writing this thesis. It is a true quest 
for a researcher to be objective and some even suggest that it is impossible 
to be objective due to the pre-understanding the researcher posses. The 
author however believes it is important to be aware of the problem and 
that this awareness will help to avoid subjectivity.  

The main sources of this thesis have been sector specific reports and 
articles as well as interviews. The author considers, thanks to rewarding 
interviews and relevant secondary information, this research to fulfill the 
scientific demands of reliability and validity. These are two central 
concepts in science that are used to verify the knowledge mediated not 
only from an interview but also from a complete academic thesis (Kvale, 
1997). Reliability concerns the consistency of the result and measure 
rightness or accuracy of the result. This implies that the factors identified 
in this research really do describe the ERP sector and the specific 
companies in a correct manner. Validity deals with whether this thesis 
focuses its attention to the right areas. The analysis and conclusions must 
also be in line with these guidelines. 
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3  Dominant Design and Patterns of Innovation 

 

This chapter provides the reader with the frame of reference to this thesis. It gives a 
fundamental background to the dominant design model but more importantly it 
introduces evidence of how the dominant design occurs and what impact this should 
have for the individual company’s strategy. 

 

Definitions 

Abernathy and Utterback introduced the dominant design model and the 
linkage to organizational evolution in 1978. Over the years there has been 
some confusion over the concept, its causal mechanism and its level of 
analysis (Tushman & Murmann, 1998). Researchers have linked the 
dominant design model to shifting organizational industry structures 
(Abernathy & Clark, 1985), to firm performance (Henderson, 1996) and to 
industrial evolution (Utterback, 1994, Hounshell, 1995). Even though the 
researchers have taken different angles to the dominant design model and 
have reached somewhat different conclusions, a dominant design is 
defined as: 

“A dominant design in a product class is, by definition, the one that wins 
the allegiance of the marketplace, the one that competitors and innovators 
must adhere to if they hope to command significant market following.” 

          Utterback ,1994, p.24,  

This definition is the most common one and is accepted from most 
researchers in this area. During the years there have been amendments 
added and subtracted to this definition but the original definition stands. 
These amendments are different depending on what perspective the 
researcher has taken to their particular research area. In more general 
terms the two more important amendments are, Van de Ven & Garud 
(1994) that placed the dominant design together with subsequent 
technological discontinuities and form their definition of a technology 
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cycle and Tushman and Murmann (1998) that added the observation that 
a dominant design can only be known in retrospective and they evolve 
over time. In this thesis I will stick to Utterback’s definition from 1994. It 
is however important to point out that a dominant design does not always 
focus on the architecture or the visual side of a product. Dominant design 
is also used for a certain set of features (in this case, features of the ERP 
system) or a service. 

A dominant design does not necessarily always have the best technical 
performance or, for that matter, state of the art technology. A dominant 
design is a design (or set of features) that satisfies the buyer’s needs and 
expectations. Thus it is determined through a compromise between 
technical possibilities and market choices. Also, a dominant design 
reduces the number of performance requirements to be met by a product 
by making many of those requirements a standard in the design itself. For 
example, a client who buys a Customer Relationship Management (CRM) 
application from international software vendors such as Navision and 
SAP would hardly ask if letters and numbers could be entered into the 
zip-code field. The ability to handle both letters and numbers is assumed 
as to be a standard feature for applications of this kind. This feature are 
not stressed in advertising and not paid anything extra for, instead, these 
feature is a minimum level that has to be reached. 

For this thesis the author defines a dominant design in the ERP sector as a 
design that is focused on the abilities and features of the ERP solution. A 
dominant design consists of the traditional ERP suit integrated with SCM, 
CRM, portals and market place modules. This platform has to be Internet 
enabled and being able to communicate with various other platforms i.e. 
support Java and XML.  

How Does a Dominant Design Occur? 

The emergence of a dominant design is not predetermined, it is the result 
of the interplay between technology and market choices at any particular 
time. The interplay contains such things as experiments, technical 
possibilities, individual choices and to some extend coincidences. How 
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long time a dominant design lasts is depending on obvious reasons like 
sector (e.g. computer dominant design is likely to have shorter periods of 
dominant design than farming machinery) and what state the sector is in 
(e.g. just beginning to emerge or have been around for decades). But there 
are also other reasons why a dominant design lasts a longer time period 
despite new technical advances. For example, the Windows environment 
(the computer operating system) is not always the best layout for all kinds 
of programs. But, since people are used to the layout, it is likely that this 
dominant design will last for many more years despite that it has been 
around already a long time in a rapidly changing industry. 

The idea of a dominant design is conceptually broader than technical 
competition and progress. There are other factors than technical 
competition and progress. Utterback (1994) identifies four other important 
factors, collateral assets, industry regulation and government 
intervention, strategic maneuvering by individual firms and 
communication between producers and users.  

The product strategy followed by a firm relative to its competitor may 
determine which firm’s product design becomes dominant. This is called 
strategic maneuvering at the firm level and is basically with who and 
what kind of partnerships and co-operations a company takes part in. In 
other words the particular strategy that the company pursues for every 
product segment. (Cusumano et al., 1992). Different strategies are open 
standards, joint ventures, vertical and horizontal integration. A company 
that is inviting the dominating suppliers and/or resellers is more likely to 
develop the dominant design. Attempt to control the whole value chain is 
likely to fail, since there are to many powerful institutions (companies) 
that do not like to see their business opportunities decrease.  

The last and increasingly important factor for creating a dominant design 
is the communication between producers and users. Staying close to the 
customers and listening to what requirements and how the product is 
used might help to close the gap between producer and consumer. 
Managing the consumer interface can take different forms such as extra 
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close ties to “lead users”, users’ associations and industry groups. 
(Utterback, 1994) 

What happens after a dominant design is established? Utterback (1994) 
states that after a dominant design is established, product innovation 
decreases and process innovation increases. That is, before the dominant 
design is established the locus of innovation is centered over product 
innovation. Companies and organizations are in the progress of figuring 
out the optimal design and features. This can be both visual and inner 
functionality or just one of the two. During this time there are many 
competitors that are trying to establish their dominant design. The 
obvious players are of course the established players in the particular 
sector and the new small start-up firms, focusing on this particular 
product. It is common to think of innovative entrants to an industry as 
being small firms. Utterback (1994) points out that this is not entirely true, 
on the contrary there are multiple examples on where large well-
established firms choose to enter a new market. The emergence of a 
dominant design shifts the competitive emphasis in favor of those firms, 
large or small, that are able to achieve greater skills in process innovation 
and engineering skills. There are firms or organizations that are better on 
producing this special design then others. These companies will be the 
market leaders and will be able to enjoy the advantages of scale. This 
implies that the number of players will decrease once the dominant 
design has emerged. Utterback (1994) points out that firms that fail to 
change their focus from product to process innovation will most likely 
meet one of two possible destinies; being taken over by another company 
or being forced to leave the market. He finds that inability to change 
organizational structure and practices, as evolution of technology 
proceeds in the industry is a major source of failure. Utterback also finds 
evidence that successful firms that became the dominant players in a 
sector very often entered the industry in its early stages. Entering at later 
stages has proven to be a much riskier strategy and less likely to succeed. 
However, some research indicates that with respect to Japan this is not 
always the case. This research shows that large highly integrated firms are 
able to be successful even though they entered the market at a late stage. 
This supports the popular stereotype of the Japanese as skilful at applying 
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their talents of automated production to product refinement and 
manufacture. 

 

Table 2. Dominant Design and Numbers of Competing Firms 
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Source: Utterback, 1994 

Product Innovation 
Studies have shown there is a slowdown in product innovation once the 
market has adopted the presented features as a dominant design. Several 
studies have shown that while time passes on and product innovation 
evolves the performance criteria of the product changes from being 
uncertain to become well defined (Stobaugh, 1998). At the same time as 
these criteria become better defined the rate of product development 
decreases. This is a natural progress since the focus is much narrower. 
Product innovation leading to better product performance become less 
likely unless they are easy for the customer to evaluate and compare. 
Instead companies try to cut cost and become more efficient by improving 
marketing, distribution and maintenance. 

Process Innovation 
During the development of a dominant design the processes used to 
produce the product are inefficient and based on a mixture of skilled labor 
and general-purpose machinery and tools. Little specialization or 
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standardization is used. As the dominant design is established the 
manufacturing process becomes more important (Utterback, 1994). Special 
machinery is now developed for the particular product, labor is trained to 
perform special skills. These investments were too risky before when it 
still was unsure for how long the product was going to have a particular 
design. In other words there is interplay between product and process 
innovation. This is shown in the figure below. 

Table 3. The Dynamics of Innovation 

 

 

 

 

 

 

 

Source: Utterback, 1994 

It is important to emphasize that once a dominant design is established it 
will have a profound impact on both the direction of further technical 
advance and the rate of that advance. In other word there are certain 
features or designs that cannot be tampered with. For example, a steering 
wheel on a car has in most cases the shape of a circular wheel. Producers 
can tamper with different functions on the steering wheel and extra 
equipment such as airbags but the customers expects to find a circular 
wheel on a car. Changes have to be made to other hidden mechanisms 
that do not effect the dominant design.  

A dominant design does not only set the standard for a particular 
product. It is also likely to shape future technological innovations. Once 
the market expects a standard it might prove difficult to change this 
expectation even for closely related products. One well-known example of 
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this is the QWERTY keyboard that has become the standard of all western 
typewriters and computers. Research has shown that this setting of the 
keys is not the most efficient one. By rearranging the letters it is possible 
to improve the typing speed for most people. Even though this is a well-
known “fact” no one have reached any success in the market place with a 
better kind of keyboard due to the fact of the dominant design. People 
and companies have invested time and money in the old technology and 
the cost is too high to switch to a better design. This shows the impact of a 
dominant design for future innovations. This means that it is important 
for managers and business strategists to understand the constraints of 
systems, user learning curves, habits and collateral assets already 
imposed by the existing dominant design if there is one. As a company 
develops new products it is crucial that the company has an 
understanding of how the new product will fit together with existing 
product constraints. (Utterback, 1994)  

Dominant designs occur in cycles. That is, once a dominant design is 
established it is not destined to last forever. The period before a new 
dominant design takes over is dependent on sector, customers, costs, 
existing products etc. For example, when MRP II evolved into ERP the 
latter application could probably be viewed as a new dominant design. 
Tushman & Murmann (1998) discuss the dominant design and the 
connection to innovation cycles more in-depth. This thesis however is 
focusing on one, the extended ERP cycle, and will therefore leave this 
research area untouched.   

Can We Recognize A Dominant Design When We See It? 

If the development of a dominant design can be recognized as it occurs or 
preferably before it does it can give management a great deal of 
information regarding pace of innovation and the number of competing 
firms. As the industry closes in on the dominant design it is therefore 
likely to see consolidation of the industry. This should impact the firm’s 
R&D department and the whole company’s strategy. The company has to 
decide if it is possible to produce the whole dominant design by 
themselves or should they focus their attention to a certain area and later 
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seek a partnership or merge with another company that can provide the 
missing parts of the dominant design. According to Utterback (1994) there 
are three schools regarding this issue: 

The first school believes that a dominant design is the result of chance 
events. With other words a dominant design could never be predicted. 
The reason for the emergence of a dominant design is not determined by 
careful research and market demands, on the contrary it is determined by 
factors such as convenience and coincidence. 

The second school has a deterministic viewpoint i.e. something inherent 
in the technology determines the outcome with respect to the dominant 
design. For a example at a given time the limited storage on a hard drive 
does not allow that a common accounting program can be to big. As time 
passes on this might be changed but the dominant design has determined 
the amount of features that is to become the standard for an accounting 
applications. 

The last school suggests that social and organizational factors work 
together to determine dominant designs. An example of this is that people 
acquire certain skills or knowledge that make them less keen on learning 
new technologies. There can also be suppliers and end users that get used 
to certain products. 

Utterback concludes that none of the three schools are entirely right or 
entirely wrong. These three schools work hand in hand and it is not 
always possible to determine what factor that is the important one. No 
matter how the dominant design is determined it is not likely that it can 
be recognized in advance. Although it can be difficult or impossible to 
distinguish a dominant design ahead of its emergence, common features 
such as design simplicity and technological elegance are clearly 
characteristics of many dominant designs. (Utterback, 1994) 

In most cases a CEO’s attention is focused toward competitors in the same 
sector, who produces products like their own that are similar in size, 
market approach, and competitive strategy. But as understood from the 
discussion above the most threatening challenges that rearrange the 
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industry come from outside the traditional definition of the industry and 
its products. These changes are, as mentioned before, not only introduced 
by new companies but by new entrants. The new entrants can be large 
companies entering a new business area or spin-offs from these firms. 
Utterback (1994) points out that the formation of new companies is highly 
visible which suggests that scanning the sector for new entrants may be 
one of the best sources of early information about technological 
innovation in progress. The reason for this approach is the problem to 
distinguish what are important advances. The screening process of 
sources such as technical papers and new patents would just be 
overwhelming. By concentrating on new companies the first screening 
process has already been concluded by the entrepreneur and in a later 
stage by other investors. However, it is imperative to remember that even 
though many of the new entrants will fail, this should not always be seen 
as a failure for the technology instead this could be because of other 
aspects of the business. To anticipate commercial outcomes, one must 
look for indicators of combinations of economic and technical events as 
well as the political and social forces that may create either demand for or 
resistance to a new product or process.    

Technology Strategies 

The idea of taking the dominant design model down to a company level 
also brings the company’s strategy into focus. Utterback (1994) touches 
this area when he discusses the four important criteria for dominant 
design (see earlier paragraph in this chapter). He speaks of the importance 
of strategic maneuvering of individual firms. How does the company 
maneuver to reach the dominant design? Granstrand and Sjolander (1990) 
proposes five strategies to acquire technology: 

• Technology scanning 

• Technology purchasing 

• Joint ventures 

• Acquisition of innovative firms 
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• Internal Research & Development 

Technology scanning involves industry espionage and scanning of other 
organizations such as universities. Technology purchasing is licensing or 
buying technology from other firms. A joint venture is a partnership with 
a firm over an application or technology. As we will se later, SAP uses this 
approach for CRM applications. The last two are the most evident 
strategies, acquisitions and internal R&D. These two strategies are often 
used within this sector since the pace of innovation is very fast and it is 
hard for a company to keep up in all areas. This implies that a company 
often focuses its resources on the most likely successful technology if this 
proves to be wrong they have to buy this knowledge because there is no 
chance to catch up through internal R&D.  

 

Key issues for the reader to bring with them to the following chapters: 
q Product and performance criteria become well defined as the 

dominant design comes closer. 

q Process innovation increases as product innovation decreases 
q A dominant design can only be recognized ex post. 

q Early entrants to a sector are more likely to become successful  
q The number of firms decreases as the sector closes in on the 

dominant design 
q Companies in the sector can collect market intelligence in a number 

of different ways, where some are more efficient than others  
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4 ERP: Past, Present, Future 

 

The following chapter describes the evolution of the ERP sector. It takes the reader 
through 25 years of ERP history to present. The reader should after this chapter have 
an understanding of what drivers exist in the ERP sector and how different companies 
have followed different strategies to reach their existing position.  

 

Historically every 7-10 years the scope of ERP applications has expanded 
to encompass more of the enterprise. However, due to decreases in 
product development times, product cycles have been reduced to a few 
years instead of a decade. The proliferation of the Internet has added to 
the pressures on ERP vendors to offer new applications, new delivery 
models and to create new efficiencies throughout and between 
enterprises.  

Past 
In the 70’s and 80’s, when most of the ERP companies were founded, 
applications were being developed to assist manufacturing companies 
with inventory management programs and basic operations management. 
This later developed into the MRP market, or Materials Requirements 
Planning when materials procurement was added to the basic 
functionality that already existed. During the following decade, the 
market evolved to MRP II, or Manufacturing Resource Planning. 
Complementary applications such as shop floor management and basic 
distribution were built upon inventory and procurement applications 
already in place. Over ten years this market graduated to ERP, or 
Enterprise Resource Planning, which broadened the scope of automating 
departments within the enterprise to human resources, accounting, 
engineering and project management. Integrated modules were also 
introduced during this time, where companies could buy one human 
resource module or one accounting module, without the rest of the 
package. This expanded the end market from manufacturing companies 
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to any enterprise looking to save money by automating basic business 
processes. ERP mainly focuses on the back office, and automates basic 
business processes in order to save costs.  

Table 4. Overview of the ERP sector 

(in US $ millions)  EPS Revenue Mkt Cap/Rev P/E 

Company Price Mkt Cap 2000 2001 2002 2000 2001 2002 2000 2001 2002 2000 2001 2002

SAP AG (EUR)  177.7 56508.6 1.99 3.11 5.02 6266 7844 9280 9.0 7.2 6.1 89.3 57.2 35.4

Navision (DKK)  215.0 7752.2 2.47 3.04 4.02 699.5 1126 1413 12.7 8.5 6.1 67.9 78 60.9

Ariba  7.13 1813.0 -3.16 -0.27 -0.04 320 450 1065 5.7 4.0 NA -2.3 -26.9 -175.0

Commerce One  9.24 1817.0 -2.05 -0.27 0.06 402 680 837 4.5 2.7 2.2 -4.5 NA 146.7

i2 Technologies  27.01 11103.0 -4.83 -0.04 0.23 1126 1300 1629 9.9 8.5 6.8 -5.6 NA 116.4

JD Edwards  12.57 1409.4 -0.09 0.16 NA 1009 1058 NA 1.4 1.3 NA -133.3 78.2 NA

Oracle  17.70 99360.3 0.69 0.48 0.59 10575 11835 14150 9.4 8.4 7.0 25.5 36.7 29.9

PeopleSoft   42.87 12603.1 0.48 0.57 0.83 1736 2049 2377 7.3 6.2 5.3 89.3 75.5 51.7

Siebel Systems  54.85 24854.7 0.24 0.60 0.76 1795 2446 3122 13.8 10.2 8.0 228.5 91.1 72.2

 Mean  9.1x 7.2x 6.1x -34.9x 45.0x 55.2x

Updated: 15 May, 2001; 7:30am GMT Median 8.1x 7.2x 6.1x 23.2x 57.2x 56.3x

Source: Lehman Brothers and Bloomberg 

Back Office to Front Office 
Over the last three years we have seen the enterprise application focus 
transfer from the cost-saving automation of the back office to revenue-
generating front office applications. Front office applications are often 
called Customer Relationship Management (CRM) and includes sales 
force automation, customer call centers, marketing and customer service 
management.  

These types of applications provide employees with the information to 
better sell configured products to customers by providing real-time 
information on prices, inventory and delivery times. Telesales can adjust 
sales pitches or offer new products and services based on the customers’ 
profile and buying history. Since most of these applications are Web-
based, they can be accessed by salespeople on the road or can be deployed 



-Taking a Dominant Design Perspective on ERP Companies- 
 

 35

as self-service applications for partners and customers to check account 
status or availability of products.  

ERP vendors were slow in recognizing this trend and a multitude of new 
private companies started to address the market and have become 
significant players in the space by providing “best-of-breed” products. 
These companies include Siebel Systems, Vantive and Clarify. Another 
area that until now has been poorly addressed by ERP vendors is the 
Supply Chain Management (SCM) market. SCM enables companies to 
optimize the flow of goods from when the goods are still raw materials to 
the finished product through customer delivery. The value of a SCM 
system is the visibility it gives organizations to optimize and plan their 
business in regards to changes in materials costs, product configurations, 
plant capacity and logistics.  

As in the CRM market, best-of-breed players have emerged, such as i2 
Technologies and Manugistics. Most of the ERP vendors have bought 
companies in this space, since there is an obvious synergy when an SCM 
application is integrated with back office ERP applications. Baan, 
Peoplesoft and JD Edwards all bought supply chain vendors, while Oracle 
decided to take the partnering approach. (ARM, 2000) 

Table 5. Automating the Enterprise 
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Electronic Marketplaces and Exchanges 
Several initiatives have emerged by ERP vendors as well as independent 
software companies to address the on-line business to business commerce 
market. This market addresses the need to automate business processes 
between vendors, suppliers and customers by creating electronic 
marketplaces, or collaborative networks where commerce takes place 
among enterprises in a common industry. The terms business portal, 
virtual exchange, collaborative network and electronic marketplace have 
all been used to describe this potentially huge market. Every ERP vendor, 
supply chain management vendor and a few electronic commerce 
platform vendors are trying to gain a foothold in this nascent market. 
Electronic marketplaces have emerged as the next critical market for ERP 
vendors to address. A marketplace would be created for a specific vertical 
industry or group of common buyers where vendors could sell goods and 
services directly or through an auction sale, thus automating inter-
enterprise back office functions while driving sales and cutting costs. SAP, 
Oracle, Peoplesoft, Baan, i2 Technologies, and JD Edwards have all 
initiatives in this space. Ariba and Commerce One are both focused solely 
on this market and are betting on the first mover advantage and have set 
up relationships with numerous vendors to participate in their exchanges.  

Application Service Providers 
Coinciding with product changes in the ERP market there is also a 
fundamental change happening in the delivery and pricing model of ERP 
applications. Over the last ten years there has been a shift from enterprises 
managing their IT systems internally to outsourcing their entire IT 
systems. And this is true for ERP applications as well. This has historically 
been somewhat difficult and expensive to do with a client/server 
architecture, but now the new Web-based architecture of ERP applications 
makes it rather affordable. Since employees can access applications 
through a Web browser remotely, the applications can seamlessly be run 
off-site.  

New pricing models have been developed to make this economical for the 
outsourcing companies as well as the companies who want to outsource. 
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The outsourcing companies will rent applications to customers on a 
monthly basis depending on whether the user is a power user or 
occasional user. However, this model is only economical with plain 
vanilla applications (little to no customization) and will most likely only 
be used by medium and small companies looking for the benefits of ERP 
applications at a fraction of the cost.  

The Emergence of a Dominant Design 

As pointed out in the first chapter and as understood from above, there is 
an outspoken idea of the dominant design for the ERP sector. The 
dominant design is anticipated to occur on a product level. There are 
many indicators and sources that predict that the dominant design will be 
the extended ERP. A consensus has been reached of what features that are 
likely to form the dominant design in the ERP sector. Research 
associations and industry magazines such as IDC (2001), Software 
magazine (2001) and most recently AMR (2001) all more or less agree on 
the following minimum criteria, thus the future dominant design. 

• An industry-standard application server. Vendors must support 
mobility, XML and industry standards (e.g. .NET compliance).  

• An analytic data model. Vendors must support the creation of an 
analytic data model and drill down capabilities into multiple data 
sources as part of their core application.  

• Application-independent integration. Vendors must publish 
application processes as logical, call-able components and subscribe 
to other services via an integration framework.  

• Business Process Management (BPM). Vendors must provide the 
ability to co-ordinate application processes with a centralized 
process manager.  

• Private Trading Exchange (PTX). The PTX will support commerce 
and access management by providing the gateway to external and 
internal constituents. Vendors must integrate through the PTX for 
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external Web services and synchronize with existing systems by 
supporting open XML protocols.  

• A single portal framework through the PTX. The single portal 
framework provides a platform for consistent and secure access to 
the enterprise.  

• Integrated Systems Management. Vendors must support integration 
to systems management products at a business processes level to 
ensure system integrity. 

Towards a new standard (AMR, 2001)  

 

As we will see in later chapters this is also in line with the expectations 
that SAP and Navision have on future product features. However, it is 
important to remember that even though there seem to be unified view of 
what applications and what functionality that ERP vendors have to 
provide in the future, no one can know for a fact that the current view will 
prevail as the dominant design. At this point in time the perception of the 
dominant design make ERP vendors act in a certain way in regards to 
innovation and strategy. This process will be examined more closely in 
the following chapters. 

The ERP Market 

The ERP license market has historically been growing at approximately 
20% with an increase in 1997 and 1998 to over 25% due to a Y2K-related 
increase. The ERP license market was $17.5 billion in 1998, an increase of 
26% over 1997. The combined market for licenses, services and 
maintenance grew approximately 40% in 1998 and should show positive 
growth in 1999. (IDC, Feb, 2001). The real unknown is what the market 
growth returns to post-2000. Many believe the license market will 
immediately return to 25%, others that it could return to over 40% since 
there has been pent-up demand building through 1999. AMR, (May, 2001) 
the most recent report from an independent research firm predicts 27% 
CAGR until 2005. However, if business to business, e-commerce portal 



-Taking a Dominant Design Perspective on ERP Companies- 
 

 39

market projections even come close to fruition, there will be an even 
greater demand for back office applications. After all, a company can not 
display and sell its wares on the Web without producing the wares, and 
managing the people and equipment that produce the goods. This 
phenomenon will most likely keep the back office application market 
close to the 20% mark instead of a gradual decrease every year. (Coleen 
Kaiser, 2001) 

Front Office Applications 
Front office applications such as call center applications and sales force 
automation have been growing over 100% for the last few years. To date, 
companies have been buying best-of-breed applications in this space, 
although this is partly due to the lack of product offering from the ERP 
vendors. Front office applications have not experienced much of a Y2K-
related slowdown this year since these applications are not usually part of 
the core systems, which companies are adamant about not altering. This 
market was worth $1.8 billion in 1998 and is estimated to reach $8.7 billion 
by 2003. 

Table 6. Sales, Customer Support and Service Market Growth 
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Source: IDC June 2000 

Supply Chain Management 
The major ERP vendors have taken a different approach in tackling the 
supply chain market. JD Edwards bought Numetrix, Peoplesoft bought 
Red Pepper and Baan bought CAPS Logistics. Oracle has taken the 
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partnering approach with i2 Technologies as did SAP a few years ago 
until the relationship went sour and SAP decided to build their own 
supply chain solution. To date, i2 has been the leader in this space along 
with Manugistics. (IDC, April 2000) 

Whatever the approach taken, the importance of the supply chain market 
has not been overlooked. The planning and optimization of the flow of 
goods from raw materials to delivery to the customer is a logical extension 
of the current ERP offering and is very powerful when integrated with 
back office and front office applications. The SCM market was worth 
approximately $6.7 billion in 1998, and is estimated to reach 
approximately $14 billion by 2003. The following chart is the product-
supply-chain market, which includes engineering applications such as 
CAD/CAE applications. Engineering applications account for 
approximately half of this market and are growing slower than the 
remainder of the market. (IDC, July 2000) 

Table 7. Product Supply Chain Market 
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Business to Business E-Commerce Portal 
The worldwide market for commerce over the Internet is expected to 
grow from $50 billion in 1998 to over $2 trillion in 2003, according to MSI 
Magazine (Feb 2001). By 2003, only 13% of this commerce should be done 
from the home, compared to 30% in 1998. According to numerous studies, 
it appears the hyper growth phase for business to business e-commerce 
takes place around 2000-2002, with the United States leading in 2000 
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through 2001. IDC (2000) estimates that business to business transactions 
alone will be worth $1.3 trillion in the same period. Although there are 
various studies done on the amount of business that will be transacted 
over the Internet, there are no studies on the size of the market for 
transaction portals, or exchanges, which is mainly due to no vendor 
having a working business model for this type of system. Chances are 
business models will either develop on a per transaction fee basis, a 
seller’s joining fee, or a software license fee to facilitate the trade of goods 
through the portal. IDC has estimated that the order management and 
procurement portion of the market was worth $187 million in 1998 and 
will be worth $8.5 billion in 2003.  

Table 8. Addressable Market 

 1998 2003E 

ERP License Market $17.5 billion $30.0 billion* 

Front Office Application Market $1.6 billion $8.7 billion 

Supply Chain Automation Market $6.7 billion $13.7 billion* 

B2B Commerce Application Market $180 million* $12.0 billion* 

Total $26 billion $64.4 billion 

CAGR  20% 

Source:  Merrill Lynch 1999 

Assumptions: This table assumes a 15-20% growth rate in ERP licenses for the next five years (not 
including 1999). The supply chain management market in the table is approximately half of the figures 
in the table above due to the inclusion of engineering applications (CAD, CAE, etc.) in the market. The 
B2B commerce market estimates are extremely conservative due to current uncertainty in business 
models at this point. The procurement portion alone is estimated to grow to $8.5 billion in 2003.  

Key issues for the reader to bring with them to the following chapters 
q The ERP market is growing with a substantial rate 
q The extended ERP solution is starting to evolve 

q Best-of-breed companies are merging or is acquired by ERP vendors  
q It becomes more and more important to offer an integrated extended 

ERP solution 

q The extended ERP solution consists in addition to the traditional ERP 
solution of SCM, CRM, market places and portals 
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5 SAP 

 

After having read SAP’s company presentation in the first chapter and about the 
changes that have occurred in the ERP sector in the precluding chapter the reader is 
now ready to enter the ERP market on a product specific level. In this chapter are 
mySAP.com and the four most important modules introduced. It is important for the 
reader to have an understanding of the structure of mySAP.com before proceeding to 
read about how the dominant design affects mySAP.com and SAP’s strategy. 

 

Enterprise Resource Planning (ERP) includes products such as mySAP 
Financials and mySAP Human Resources. Financials and Accounting 
gives users the ability to track financial accounting data within an 
international environment in multiple languages, currencies, and 
companies. Human Resources Management includes HR functions such 
as administration and payroll, as well as recruitment, workforce analysis, 
benchmarking and reporting. Enterprise Resource Planning will have a 
larger meaning of preparing for the world of e-business, and that means a 
trio of Customer Relationship Management, Supply Chain Management 
and ERP working together with Marketplaces in an open and 
collaborative environment. (MSI Magazine, Mar 2000) 

MySAP.com The Collaborative E-Business Platform 

SAP AG was late in recognizing the importance of integrating its Internet 
functionality into its marketing message. However, the company 
responded with a comprehensive product in May 1999 with the 
introduction of mySAP.com, an integrated e-business enterprise 
application. mySAP.com ties together all of SAP’s products, including 
R/3, e-business products, industry solutions, and business application 
areas. mySAP.com can be purchased as a suite of products or by 
component, according to need.(www.mySAP.com, 2001) 
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MySAP.com is an e-business platform that connects customers, partners 
and employees in an integrated network. It is an open and flexible 
platform that supports most databases and is compatible with all-major 
operating systems and hardware. Sap’s intention with mySAP.com is built 
around three keywords, collaboration, integration and empowerment. 
The idea is to increase the information flow between companies, partners, 
suppliers and customers. Integration is all about allowing information to 
be accessible between different people in different subsidiaries. By 
allowing this employees have more information at hand and can work 
independently. This will increase the efficiency and save time that can be 
spent on adding value to customers. 

Why mySAP.com?  The name of the product tries to describe its purpose. 
The ‘my’ indicates personalization. For example, mySAP.com Workplace 
offers a role-based desktop portal through which each employee, 
customer, supplier and business partner can gain access via the Internet to 
collaborative networks, enterprise applications, business processes, 
information, personalization tools, and other services. Role-based means 
that certain levels of access can be attained according to user categories 
(e.g., employee, professional or manager). SAP stands for Systeme, 
Anwendungen, Produkte in der Datenverarbeitung, translated roughly as 
Systems Applications and Products in Data. The ‘.com’ refers to web-
enabled communications and collaboration, which is assisted by SAP’s 
open-source code, for example in the development of MiniApps. 
Collaboration means connecting the back office to the front office, 
enabling collaboration between suppliers and product development and 
production, as well as with the customers. This is accomplished through 
an open e-business environment that consists of portals, industry-specific 
enterprise applications and content, Internet applications and services, 
and XML technology. (www.mySAP.com, 2001) 
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Table 9. SAP’s cross-industry solutions Include: 

mySAP Business Intelligence mySAP Workplace 

mySAP Customer Relationship Management mySAP Mobile Business 

mySAP Supply Chain Management mySAP Financials 

mySAP Marketplace by SAPMarkets  mySAP Human Resources 

mySAP Product Lifecycle Management mySAP E-Procurement 

mySAP Services  mySAP Technology 

mySAP Hosted Solutions 

Source: www.sap.com 

Industry-Specific Solutions 
With so many e-business vendors offering software today, many 
companies are now looking to the vendor with experience within their 
industry or specialization. Customers need the vendors to understand 
their business practices and processes, which is crucial when designing 
effective software to co-ordinate and integrate those processes into the e-
business economy. In response, vendors typically offer their solutions 
within an industry framework.  SAP has attacked most industries, as you 
can see from its list of industry solutions below. Although SAP offers 
many solutions, it is best known for its dominance in manufacturing and 
process industries, and growing position in the service areas (i.e., public 
sector and financial services). 
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Table 10. SAP’s 21 industry solutions 

Application No. of installations 

mySAP Aerospace & Defence 110+ 

mySAP Apparel & Footwear 50+ 

mySAP Automotive 400 

mySAP Banking 200 

mySAP Chemicals 900 

mySAP Consumer Products 1500 

mySAP Engineering & Construction 1500 

mySAP Healthcare 350 

mySAP Higher Education 350 

mySAP High Tech 750 

mySAP Insurance 300 

mySAP Media 500 

mySAP Mill Products 900 

mySAP Oil & Gas 500 

mySAP Pharmaceuticals 300 

mySAP Public Sector 500 

mySAP Retail NA 

mySAP Service Provider NA 

mySAP Telecommunications 120 

mySAP Transportation 60+ 

mySAP Utilities 470 

Source: SAP AG, January 2001 

The fastest growing segments of the ERP suite and the ones that have 
undergone most change during the last two years are enterprise portals, 
CRM, SCM and marketplaces. These segments are also identified as four 
key areas for SAP. Below are short descriptions of the areas and further 
down are more detailed outlines of respectively area. 

Enterprise portals 
SAP’s enterprise portal is called mySAP Workplace. It is an interface for 
employees and external communities to access all required information, 
applications and services to be able to collaborate via the Internet. By 



-Taking a Dominant Design Perspective on ERP Companies- 
 

 47

using a portal there is no use for special built networks or compatible 
hardware, as long as the companies have access to the Internet they can 
exchange the information.   

Supply Chain Management 
The SCM application enables companies to receive a better workflow, 
decreasing capital expenditure due to better planning. In every step of the 
value chain has the company more efficient control which leads to 
maximum ROI. 

Customer Relationship Management 
SAP’s Customer relationship management solution is dedicated to 
strengthen the customer relationship during all phases of the relationship 
life cycle, engagement, transaction, fulfillment and service. The platform 
is able to handle most types of channels such as wireless, telephony and 
Internet. 

Marketplaces 
MySAP marketplace connects multiple business partners into a single 
collaboration hub that drives business processes across the entire value 
chain instead of restricting them to a single organization. 

Enterprise Portals 

mySAP Workplace serves as a single point of access via web browser to 
collaborative networks, enterprise applications, business processes, 
information, personalization tools, and other services. Showing dedication 
to enhancing its enterprise portal continually, recently SAP announced 
that it has acquired privately held TopTier Software, Inc., a provider of 
enterprise information portal software and related integration products. 
TopTier provides technology to help integrate mySAP Workplace with 
other SAP products as well as third party products. 

The mySAP Workplace portal provides information and applications 
according to predefined roles (such as purchaser, salesperson, driver, 
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loader, store manager, etc), and is customized by companies and 
personalized by each individual. Role-based functionality permits users to 
manage their personal and employment functions, such as: checking a 
factory shipment status, viewing customer orders, submit travel expenses 
and other internal documentation, view salary information, check e-mail, 
view calendars and schedules, use search engines, generate reports, track 
news, and receive alerts. Users may include both internal and external 
individuals: employees, managers, business partners, suppliers, and 
customers. (www.mySAP.com, 2001) 

mySAP Workplace is built upon a server-based, scaleable and secure 
architecture. Security features include: the need to log on only once and 
not into many different individual systems, user logins encrypted by 
cookies, (PKI) Public Key Infrastructure support using certificates for user 
authentication, and integration of third-party security tools. The 
infrastructure is open and flexible. mySAP Workplace requires that a 
desktop runs only a web browser, due to that all functionality is 
developed in standard Internet protocols. This is a particular advantage 
when users are trying to log on from a location other than their personal 
desktop (i.e., wireless devices), such as for individuals away from their 
desk, be it in the field, at home, or roaming the factory floor. The platform 
is scaleable in size and functionality, and provides an opportunity for 
mobile functionality as the demand for such applications increase. 

mySAP Workplace includes pre-built MiniApps and easy-to-adopt 
templates in a Microsoft environment that pushes relevant content to 
users. MiniApps proactively brings interest-specific Web content from 
internal sources as well as external providers - such as news feeds, alerts, 
critical operational information, open tasks, e-mail access, calendar access 
and more - to users' attention. The MiniApps include Currency Converter, 
Excite Business News, Excite Technology News and Excite General News.  
In addition, the open development platform enables customers and 
partners to develop their own MiniApps quickly and easily as needed. 
MySAP Workplace is available in multiple languages, including English, 
German, French, Portuguese, Spanish, Italian, Dutch and Japanese. 
MySAP Workplace serves as the platform and portal for access to other 
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SAP products (R/3, CRM, SCM, Business Intelligence, Marketplace and 
others), as well as non-SAP applications, information, and services. 
(www.mySAP.com, 2001) 

mySAP Mobile Workplace offers mySAP.com solutions on handheld 
devices, pocket PCs and mobile phones. The company has partnered with 
many major wireless service providers to allow users to access and update 
enterprise information online. For example, Nokia’s WAP Server 
technology interfaces with mySAP.com solutions for Customer 
Relationship Management, Business Intelligence and Strategic Enterprise 
Management. SAP has created a series of customizable MiniApps for the 
mySAP.com Mobile Workplace (www.mySAP.com, 2001). The MiniApps 
fit well into SAP’s role-based environment, where users can create 
personalized small applications such as company news, latest sales 
figures, business alerts, travel expense accounting, competitive data, 
calendar, e-mail messages and other functions.  

Table 11. Key enterprise portal features of mySAP workplace 

 Roles 

 Personalisation 

 Convenient access 

 Drag and relate 

 Single sign-on 

 Internet security 

 PortalBuilder 

 Syndication 

 Collaboration 

Web content management 

Search and classification 

Publish and subscribe 

Session management 

Source: SAP AG,Annual report, 1999 & 2000 

Supply Chain Management 

SCM applications encompass a broad scope of activities.  Functions can 
range from design automation linked to product information 
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management, raw materials discovery and purchasing, management 
resource and capacity requirement planning, project management, 
demand planning, scheduling, distribution resource planning, 
transportation and warehouse management, order management, sales and 
customer support, business performance measurement, and accounting 
across industry applications. 

SCM is involved with synchronizing all internal and external entities that 
work together to deliver the final product to the end customer.  Without 
co-ordination, each leg in the supply chain across suppliers, 
manufacturers, factories, warehouses and distributors operates 
independently according to different strategic goals. For maximum 
production efficiency, plants must run at full capacity, but this ignores 
issues of rising stock levels, distribution bottlenecks and other 
inefficiencies in the wider supply chain. SCM attempts to merge all these 
considerations and enables the relevant decisions to be optimized as a 
whole, to yield the most preferable compromise across companies, their 
suppliers and their various distribution channels.  

Table 12. A typical supply chain 

 

Source: Lehman Brothers 

Who buys SCM software? 
Companies are inclined to adopt supply chain management software 
owing to competitive pressures that demand the company be able to bring 

Design Partner

ManufacturerComponent

Raw Material

Contract Manufacturer
Consumer

Large Retailer

Small Retailer

Corporate

VAR Reseller

Logistics

Suppliers

Distributors

Customers

Logistics
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products to market quickly and efficiently. Factors encouraging the 
adoption of SCM include: 

• Great product complexity. 

• Continuing pressures to lower costs. 

• Strive for lower inventory levels. 

• The need for faster responsiveness of the supply chain to customer 
demand (capitalize on the revenue opportunity). 

• Increased mass product customization (build to order).  

• Increasing use of outsourced production. 

• The demand for accurate delivery dates. 

• E-commerce. 

What are SCM applications? 
SCM software is the group of enterprise applications that deal with co-
coordinating the supply chain. They can be separated into two broad 
groups: supply chain planning and supply chain execution, each of which 
covers a number of modules addressing specific areas of the problem. 
Supply chain planning applications deal with the planning process of 
both demand and supply. Demand planning provides forecasts of future 
sales, against which a company can estimate its supply and production 
needs through the process of supply planning. Supply chain execution 
applications control the processes through which demand is satisfied as it 
arises and includes applications such as warehouse and transportation 
management systems. 

From Supply Chain to Collaborative Commerce 
As in most of its products, SAP emphasizes the integrated, scalable and 
collaborative aspects of its SCM product. SAP claims the supply chain is 
not a linear process, but rather a collaborative community of suppliers, 
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manufacturers, distributors, and customers. Another selling point is SAP’s 
industry expertise. The majority of SCM customers are manufacturers. 
mySAP SCM offers tailored products for these industries: consumer 
products, retail, computer peripherals, semiconductors, chemicals, 
pharmaceuticals, automotive OEMs, automotive suppliers, aerospace and 
defense, metal/paper/wood, and oil and gas. 

SAP APO Collaborative Planning is the building block which will enable 
enterprises to collaboratively plan all logistics activities ranging from 
forecasting to shipment planning with their business partners. The goal of 
supply chain management is to increase customer service and 
simultaneously reduce costs. Supply chain costs are driven by inventory 
along the supply chain, finished goods, work in process etc and the capital 
investment required to meet expected demand. Factors like functional 
silos within companies and weak hand-offs among supply chain partners 
have been the main reason for supply chain inefficiency. Traditional ERP 
systems like R/3 streamline internal processes so that companies could 
work with “the same number” within the enterprise. Advanced supply 
chain management solutions such as SAP APO improve internal planning 
processes, real time processes and optimization have increased ROA, 
reduced inventory and shorter cycle times.  

Collaborative Planning will extend the boundaries of supply chain 
management to include all relevant business partners and enable an 
integrated network between the companies. The different parts of the 
network such as suppliers, manufacturers and retailers will be able to co-
operate and act as a single entity. The direct fiscal benefits include lower 
inventory levels, improved cash flow and reduced capital investments. 
Companies can increase their profitability and their market share at the 
same time as they build a tighter relationship to customers. The idea is to 
exchange relevant information between the companies. The use of this 
information can be taken into account to synchronise activities throughout 
the network. SAP APO was designed to: 
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• Enable exchange of required planning information with business 
partners 

• Allow the use of browser to read and change data 

• Restrict user access to authorized data and activities 

• Support consensus planning process 

• Support exception based management 

• Generate “one number” for supply chain planning across networks 

• Multiple partner access  

• Alerts business partners to exceptions via e-mail with relevant data 

• Connect to multiple ERP systems (R/3 and non- R/3) 

SAP APO Collaborative Planning enables visibility across the network by 
enabling planners to view logistics plans of their business partners. Point 
of Sales data, promotion data, inventory data, production plans, 
distribution plans, shipment plans etc. can be shared across the network. 
Business Controllers or other key personnel are alerted to changes or 
exceptions of the normal workflow, which enables them to react in real 
time. The exception-based management system allows planners to focus 
on critical activities without being swamped by data.  

SAP Advanced Planning and Optimizer (APO) Version 3.0 is SAP’s most 
recent solution (Jan –01) for planning and controlling production and 
logistics along the supply chain. Functionality includes internet-enabled 
processes, such as collaborative planning, forecasting and replenishment, 
and vendor-managed inventory. Through a Supply Chain Hub users can 
synchronize communications with e-marketplaces and leverage supply 
chain planning, inventory management and demand aggregation. Direct 
Procurement manages the procurement process from sourcing to ordering 
and invoicing. Performance Management measures such things as filling 
rates, order cycle times and capacity utilization while integrating with 
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information from mySAP Business Intelligence. Supply Chain Design 
allows companies to project ideal networks based on costs and profits, 
and to make outsourcing decisions. Demand and Supply Planning 
forecasts and plans demand based on sales opportunities, while 
dynamically synchronizing the demand with sourcing and production 
activities. Production Planning and Detailed Scheduling optimizes 
production schedules, while Transportation Planning/Vehicle Scheduling 
optimizes shipment schedule, through route determination and carrier 
selection. Users can attain real-time available-to-promise information 
through Global ATP. Supply Chain Collaboration permits trading 
partners to access and process important planning data via the Internet. 
Supply Chain Event Management monitors every stage in the process, 
from price quote to receipt of the product by the customer. 

It typically takes an average of 6-12 months to implement the module. As 
part of SAP’s ongoing efforts to promote SCM and to assist in its 
implementation, the company has recently released mySAP SCM Starter 
Kit which help new users of the application through four phases, 
scooping the project dimensions, assessment of business processes and 
future goals, prototyping (i.e., delivery of the database with APO 3.0), and 
the final result analysis of where value can be added. Additionally, SAP 
continues to create supply chain management competency center to assist 
customer, prospect and partners in training and implementation. The 
APO product is the least integrated and most challenging to get working 
with R/3 (Stacy Pollard). 

 

 

 

 

 

 



-Taking a Dominant Design Perspective on ERP Companies- 
 

 55

Table 13. Key functional areas of mySAP supply chain management 

 Supply chain collaboration 

 Supply chain hub 

 Supply chain event management 

 Supply chain performance management 

 Supply chain design 

 Demand and supply planning 

 Manufacturing 

 Direct procurement 

 Order fulfilment 

Source: SAP AG, Annual reports, 2000 

Customer Relationship Management (CRM) 

It is important to note that E-Business Relationship Management (ERM) 
and CRM are often used interchangeably. A more precise definition might 
describe CRM as the beginning to full ERM. According to Forrester 
Research (Palitza, 2001), CRM systems refer to functions used by internal 
employees to attract and retain customers. The next wave of ERM was 
CRM (also called eCRM) systems that utilized the Internet to collaborate 
with customers, suppliers, vendors, distributions and employees. Full 
ERM has yet to be completely achieved, and the idealistic vision of it 
would include an e-business platform where all partners collaborated in 
real time, from any device, with all aspects of a company’s product 
lifecycle. A dream, true, but new business concepts such as Internet self-
service, marketplaces and auctions are a move in this direction. 

Market drivers 
Corporate spending and demand for competitively differentiating IT is 
driving the trend for corporate spending to refocus from back office ERP 
to front office CRM. The underlying drivers of corporate IT spending 
continue to be motivated by three factors (Stacy Pollard): 

1) Efficiency - the ability to reduce costs. 

2) Effectiveness - the ability to offer superior customer service. 
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3) Agility - competitive flexibility.  

While much of the spending in the 1990s focused on efficiency, 
particularly internal business process optimization, the primary drivers 
for the IT spending appear to be shifting towards the latter two factors, 
effectiveness and agility. Historically, this competitive pressure pushed 
companies towards scale for profitability, hence the need for a highly 
efficient operation. However, today companies are using IT to provide 
highly differentiated (approaching individually customized) products and 
services to avoid the "commoditisation" pressures. In order for companies 
to provide highly differentiated products, they are building real time-
capable IP infrastructures that can be tapped to provide up to the minute 
feedback of market requirements, providing the basis for corporate 
agility. Companies are deploying eCRM (CRM for e-business) tools to 
analyze, predict and guide the customer experience in a very personalized 
fashion. Companies are increasingly moving towards using the vast sums 
of collected "passive" transaction information stored away to determine 
the most important (and profitable) customers, and drive strategies to 
service and retain them.  

The belief that economies of scale in operations would lead to increased 
profitability was based on highly efficient operations. This drove the first 
wave of IT spending into the ERP and manufacturing efficiency arenas. 
The second wave of IT spending has been undertaken with the aim of 
increasing an organization’s effectiveness, with the caveat that pre-Y2K 
enterprise IT spending was typically based on Y2K compliance issues. 
Enterprises are attempting to increase their effectiveness with IT spending 
in three areas, implementation of operational CRM systems, integration of 
these systems with the previously installed ERP systems and initiatives to 
enable e-procurement. Companies’ third wave of spending is focused on 
increasing competitive flexibility. Lehman Brothers (2000) believe that 
spending is being concentrated on developing two overriding types of 
corporate flexibility, customer-facing and supplier-facing. eCRM drives 
customer-facing agility. E-commerce, while assisting customer-facing 
agility, drives supplier-facing flexibility via e-marketplaces. Integration of 
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operational CRM systems with the back office ERP systems also helps to 
raise business efficiency across the whole enterprise.  

eCRM increases an organization’s effectiveness and agility 
In order for companies to provide highly differentiated products, they are 
building real-time-capable IP infrastructures that can be tapped to 
provide up-to-the-minute feedback of market requirements, providing the 
basis for corporate agility. Companies are deploying eCRM tools to 
analyze, predict and guide customer experience in a very personalized 
fashion. Companies are increasingly moving towards using the vast sums 
of collected "passive" transaction information stored away to determine 
the most important (and profitable) customers, and drive strategies to 
service and retain them. Using eCRM tools, in conjunction with the new e-
commerce-enabled view across the entire value web, allows companies to 
determine optimal business performance. Integrated demand forecasting 
and planning can be matched across the front and back offices to allow 
enterprises to minimize incidences of over/under stocking and earlier 
capitalization of revenue opportunities. 

eCRM provides a holistic view, integrating front and back office, loyalty 
cards, click stream history, etc. The sheer volume of detail generated by 
proliferation of transaction/customer/channel/product data sources 
results in data chaos across large enterprises, which struggle to provide a 
cohesive level of service to their customers (especially across channels). 
eCRM re-establishes the customer focus and personalization of the 
services/products delivered. 

However, eCRM is more than a marketing campaign management tool. It 
requires a real-time predictive analysis engine combined with database 
mining, personalization and incorporation of all possible systems as data 
inputs into the development of the customer offering, in real time as the 
customer clicks through the screens. 
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CRM technologies 
In order for enterprises to focus on effectiveness and agility, they are 
investing in three interacting customer relationship management 
technologies. The SAP CRM system consists of the operational CRM or 
process management component, the analytical CRM or performance 
management component, and the collaborative CRM or business 
collaboration management component. These are three major segments in 
the CRM software market, all of which perform complementary functions 
to complete feedback loops and integration across all channels. The 
solution that a given enterprise requires depend on what problem the 
organization is trying to solve in addition to what type of activities and 
transactions will be conducted. More complex and sophisticated 
companies are utilizing a number of tools from the total CRM space. The 
figure below summarizes inter-linkages within the CRM market and 
defines the purpose of each segment.  

Table 14. CRM technology conceptual architecture 

Source: META Group 

Operational CRM technologies support the organizations in its 
interactions with customers across all channels, thereby generating data 
for Analytical CRM. These technologies are the front office for the 
enterprise powering each transaction. This data is then collected from 
disparate sources across the business (data warehouses, sales force 
automation, call center logs, etc) into a central data mart. 
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Analytical CRM technologies analyze this data using powerful predictive 
neural network algorithms in order to change the “data” into 
“intelligence”. For example, answers can be provided to questions such 
as: Which customer among these 10,000 people is likely to switch to a 
competitor, why and with what probability? 

Collaborative CRM technologies disseminate this new-found intelligence 
to the people who can act upon it. Intelligent agents are used to interpret 
the results of the predictive analysis, decide upon suggested remedies and 
then, using pre-defined business rules, they take action and alert senior 
management (via e-mail, WAP or SMS, etc) of these changes. 
Collaborative CRM also keeps everybody informed, so that intelligence 
can be acted upon at any point in the business. Importantly, collaborative 
CRM closes the loop between the three technologies by taking action to 
feed back the results into actions within the operational CRM system. As 
the business acts upon this intelligence, customers respond, and their 
responses create the data that is gathered by the operational CRM system, 
forming a continuous learning loop. 

Operational eCRM vendors have evolved to support new e-channels 
Traditional Operational CRM products were built assuming that a human 
being would represent the “human face” of the enterprise, be it sales, call 
center or in-store staff. New customer (and 
supplier/distributor/employee) touch points created through the rise of 
the internet as well as mobile and electronic communication channels 
have led to the development of operational eCRM technologies to process 
the surge in e-mails, faxes and other communication. The sheer volume of 
communication possible through these new channels can have negative 
impact on e-commerce economics if responses are not automated 
nonetheless customers expect a response. Hence, e-commerce has 
changed a number of assumptions in managing enterprise relationships. 
The traditional sales force-centric CRM assumption that an account 
manager or call center staff will function as the company’s "face" has been 
replaced by sales models with zero human interaction. 
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MySAP Customer Relationship Management (CRM) 
SAP’s CRM product was late to market and remains ‘early stage’ in the 
highly competitive US market, where niche CRM vendors offer excellent 
front-office functionality. SAP turned to Clarify last year (now part of 
Nortel) when it could not get its own product up to speed in certain areas 
of CRM (such as contact center and call center management).  

Even though SAP has been slow to develop their CRM software many 
existing customers of SAP prefer SAP’s integrated CRM product over 
others, which links back into the supply chain, business warehouse and 
back-office systems more smoothly than most competitors (IDC, 2001). 
SAP’s strength in CRM is not in the front-office presentation of analytics, 
but rather in its ability to share the information with the entire 
mySAP.com system. The user benefits by the blend of CRM, supply chain, 
business warehouse information and ERP functionality. SAP CRM defines 
an object – a product, partner, order, etc, – just once for the entire 
enterprise, so that the object can then be shared across functions. The 
modular plug-and-play keeps data consistent and defined in common 
terms recognized throughout mySAP.com. For example, a customer 
complaint could be analyzed by clicking to find a history of customer 
contacts with the company (via web, e-mail, call center, visits), including 
click stream analysis which reveals what a customer looked at before, 
during and after a transaction, which items were viewed in the company 
store, and when items were moved into or out of the shopping cart, etc. 
Then a manager might examine the order fulfillment process, shipment, 
billing and payment history. The manager can also view the customer’s 
order history to help determine the value and significance of the 
customer, and consequently how to handle this complaint. 

SAP has together with Recognition Systems Group developed marketing 
automation applications. The functionality includes segmenting data, 
identifying targets using both internal and external data warehouses, 
create campaigns, set up direct mail, and check the inventory system to 
ensure that the supply or capacity is available to promise. Managers can 
also analyze the campaign progress, costs, sales and overall effectiveness. 
SAP’s approach to Contact Center solutions include its own application 
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for R/3 users, while for large contact center operations SAP has partnered 
with Nortel (Clarify) to offer a more sophisticated solution, particularly to 
the industries of Telecommunications, High-Tech, Insurance and 
Financial Services. Within the customer and web self-service area, SAP’s 
offer search engines, customer e-mail handling, and other functions. Field 
service functions are usually highly customized by the user, but most 
major CRM vendors have wireless interfaces. mySAP CRM works with 
mobile devices, including WAP phones, laptops and handhelds. SAP has 
designed the wireless application to alert service representatives in the 
field, but the field representative would also carry certain fundamental 
pricing and product data on his device permanently. If a field 
representative wanted to check real-time product availability, she/he 
could activate the wireless function again to check available-to-promise 
status, as well as to place an order for the customer. Most recently, SAP 
has added new functions such as new communications channels (SMS, 
fax, HTML, e-mail, and direct mailing for enhanced marketing 
campaigns), new pre-configured marketing content (campaign success 
measurement and Web site analysis). 
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Table 15. Key functional areas of mySAP customer relationship management 

Customer engagement  

 Marketing planning and campaign management 

 Telemarketing and lead generation 

 Opportunity management 

 Sales activity and contact management 

 Customer segmentation, product and service profiling 

Business transactions  

 Order acquisition 

 Internet pricing and configuration 

 E-selling 

 Telesales 

 Field sales 

 Profitability analysis 

 One-step buying and selling 

Order fulfilment  

 Complete order lifecycle process 

 Real-time availability checks 

 Contract, billing and financials management 

 Fulfilment visibility and order tracking 

Customer service  

 Interaction centre 

 Internet customer self-service 

 Service management 

 Claims management 

 Field service 

 Dispatch 

 Integration of marketplace services 

Source: SAP AG reports 

Marketplaces 

An e-marketplace is a collaborative hub that co-ordinates business 
processes between multiple participants in a virtual commerce 
environment. By sharing a common Internet-based infrastructure, 
companies are able to move commerce transactions online, meaning 
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everything from sourcing, marketing, product discovery, online 
negotiation and selling, procurement, and customer management. The 
automated, real-time process speeds up trade, and thus lowers the 
amount required to be hold in inventory. Buyers and suppliers should 
improve transparency and efficiency. Buyers are able to aggregate 
multiple competitive suppliers, which increases product selection and 
price competition while reducing the time and cost of finding those 
opportunities. Suppliers, on the other hand, are potentially able to sell to 
formerly unknown buyers from around the globe. The openness of the e-
marketplace also allows suppliers to gather market intelligence and data 
to better understand the buyers and predict their demands. 

Marketplaces may be vertical or horizontal and private or public. A 
vertical e-marketplace is organized around a commodity or industry, such 
as energy or retail. Horizontal refers to an e-marketplace that is not 
industry specific, and entails a large buyer with special supplier 
relationships that is able to pass on savings to customers via the Internet. 
Examples would be real estate or repair services. A private exchange is 
centered on a single buyer or supplier, or essentially a virtual marketplace 
for a company and its trading partners, customers and suppliers only. A 
public e-marketplace brings together many buyers and many suppliers 
into a virtual environment to participate in the many activities of 
commerce. 

Goods that companies buy can be divided into two broad categories, 
manufacturing inputs and operating inputs. Manufacturing inputs or 
direct goods are raw materials and components that go directly into the 
manufactured product, as is, for example, a printed circuit board installed 
in a PC. Operating inputs, commonly known as MRO (maintenance, 
repair and operating), are indirect materials and services that do not go 
into finished products. Examples include office supply, mobile phones, 
PCs and repair equipment for production equipment.  
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mySAP Marketplace 
SAP Markets is an US-based subsidiary of SAP AG, which has joined with 
Commerce One to provide e-marketplace, e-procurement, e-selling and 
collaborative business solutions.  

e-procurement – Enterprise Buyer supports both indirect (goods and 
services) and direct (production materials) purchasing via the Internet. 
See further details in the next section. 

e-selling - SAP Internet Sales is embedded within a CRM environment 
and permits customer profiling, one-to-one marketing and product 
configuration to order management, payment processing and fulfillment. 
Users can connect to an e-marketplace through SAP Internet. SAP Online 
Store allows clients to sell goods and services over the Internet, and 
includes automatic links into sales and inventory to help manage the 
process. 

Services include support, hosting, education and training. 

e-marketplace  – MarketSet, which was co-developed by SAP and 
Commerce One, is used to create private marketplaces. The mySAP.com 
Marketplace supports such pre-configured e-commerce applications as 
online catalogues, auctions and collaborative business scenarios. In 
addition, customers have the ability to customize the design of the 
marketplace, to perform advanced analytics and create diverse pricing 
options. To enhance enterprise integration, the solution includes retooling 
and customizing the mySAP.com components, such as CRM, APO and 
BW to optimize the interface with the marketplace. 

SAP and Commerce One have designed their software to handle multiple 
languages (including multi-language catalogues), multiple currencies, 
multiple date and time formats, address formats, and purchase orders 
generated in the currency of the supplier catalogue. 

Moving past the first generation of e-marketplaces for direct goods, SAP 
and Commerce One are planning to launch software that allows 
manufacturers to streamline the purchase of raw materials by 
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collaborating with suppliers via e-marketplaces. The new version will 
integrate Commerce One's electronic commerce software and SAP's 
supply chain applications more tightly. Their joint offerings, MarketSet 2.0 
and Enterprise Buyer 2.0, were shipped at the end of March this year. 
Commerce One has also launched MarketSite software, which includes 
"improved personalization, community management, and single sign-on 
capabilities, and will integrate into SAP Markets’ software.  

Commerce One provides the exchange functionality and content 
management while SAP provides the business process integration, direct 
procurement, and a huge customer base of potential e-marketplace 
participants. 

Commerce One supplies: 

• Enterprise Buyer Desktop Edition: indirect procurement needs 

• MarketSet: Private Trading Exchange (PTX) 

SAP supplies: 

• Enterprise Buyer Professional Edition: indirect and direct 
procurement needs (order planning, contract management, 
RFI/RFP, invoicing, settlement and inventory integration). 

• SAP Markets is retooling and customizing MySAP.com components, 
such as CRM, APO, and BW for customers of the joint marketplace. 
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Table 16. Architecture: 

 

Layer Three 

 

 

 

Layer Two 

 

 

 

 

Layer One 

 

Source: AMR Research, 2000 

Dominant design and innovation strategies in mySAP.com 

During the interviews conducted with SAP it has become clear that the 
key to the future is to be able to provide a well-integrated ERP software 
suite. From SAP’s perspective the extended ERP suit is already a 
dominant design. It is necessary to offer all parts of the extended ERP. A 
vendor who is not able to do this has to find partners to do so. However, 
as competition becomes harder and harder possibilities to increase the 
bottom line will force customers to utilize their ERP system to the fullest. 
This can according to SAP only be done through deploying a fully 
integrated ERP solution as mySAP.com. SAP strategy is to leverage the 
company’s large customer base. The company also aims to provide most 
applications that the general customer needs. For non-core applications 
SAP co-operates with best-of-breed vendors that get access to SAP’s code 
to make their own applications compatible to SAP’s.  

The company seems to have a very well defined structure to handle 
technology changes. Even though the company is not on the cutting edge 
of new technology they are very aware of what is happening in the 
industry. SAP labs is located in Palo Alto, California. This is the think tank 

Builder 

Providing user/trading partner management and 
user interface personalization 

 

Business Services Framework 

Hosted e-procurement application, simple order 
management, auctions, value-added services from 
CommerceOne.Net and hosted collaborative 
applications from SAPMarkets 

Platform Layer  

provided by an operator/franchisee (typically a 
phone company) 
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of SAP. SAP labs is stand-alone unit within the company that has the 
ability to explore new technologies and ideas. A large part of the new 
applications and technologies that can be found in future releases of 
mySAP.com has passed through the doors of SAP labs.  

SAP also has a subsidiary called SAP ventures. Its purpose is to invest in 
companies with new technology that can be of interest for SAP. The 
company does not disclose in what companies or how big stakes they 
typically take. It is however a very active part of the company. SAP is also 
approached by many of the small new companies with new technology. 
These companies view SAP as a very important partner who can help 
them to achieve a broader market acceptance for their technology. 

SAP’s fourth and most important, according to the company, channel for 
market intelligence is the company’s customers. Their requirements and 
wishes reach the company directly through the customer services (sales) 
and indirectly through partners, in the form of IT services firms. These IT 
services firms do a large part of all SAP implementations. Typically, SAP 
makes the first one hundred of all new software installations. The reason 
for this is to be able to correct and develop new products. The company 
chooses preferred (lead) customers that they work very closely with. 
These companies help SAP to develop new applications. In many cases 
these companies do not have to pay for the software, due to the fact that 
SAP do not sell them a finished product. After the first 100 installations 
SAP does not normally do any more implementations. The reason for this 
is that the company can not cannibalize their partners. SAP regards its 
partnerships with IT consultants as key to their success. Typical partners 
that SAP works with on the implementation side are Arthur Andersen, 
PWC, Cap Gemini, IBM, KPMG etc. Due to the fact that SAP does not 
compete on the services side and allows their partners to take part in 
different award systems depending how much they sell, SAP has very 
strong relationships with their resellers.  

Product releases  
Already when they release a new application SAP has planned the next 
five updates of the specific application. The company has a time schedule 
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of when the different releases are going to be and what functions that each 
version will have. Historically, the company has kept these promises 
fairly good. When problems have occurred this is due to customer specific 
problems e.g. compatibility or customizations. As stated earlier, a new 
application release is carried out together with lead users. The first release 
is therefore limited to these companies. The second release is also limited 
to the lead users but is also used for marketing purposes. The third 
version is sold to the public. This version is a full cost version and should 
be ready to implement together with existing SAP applications. The 
software releases until the third release can be seen as beta tests. They are 
necessary in that sense that they establish the application on the market as 
well as it tests its functionality. The fourth and fifth versions of every 
release have additional features and are also full cost versions. The reason 
for launching the products according to a very precise schedule is that 
customers know what to expect. This procedure allows SAP to leverage 
the existing customer base in the most efficient way. The idea is that an 
existing customer will not buy a competitor’s product when they know 
that SAP will launch a similar product in the near future. SAP stresses the 
fact that a “best-of-breed” product will not be able to integrate as well as 
SAP’s own extended ERP applications.  

SAP has been criticized for being slow to react to new technologies (IDC, 
2001). The Company says that it has not as its first priority to introduce 
new technologies, instead they must see to functionality and reliability. 
The company sees themselves as technologically advanced but it lays in 
the nature of having a large application base that it takes a longer time to 
develop an integrated application than it does for a stand alone best-of-
breed application. 

Decisions on new technology or innovations is depending on how the 
magnitude of the application. Typically are holistic changes as new 
platforms taken on a very high level in the company, i.e. board level. For 
smaller changes or new applications is every vertical market responsible. 
Customers or sales personal typically induce a change within a vertical 
market while changes on board level more often come from SAP labs or 
SAP ventures.  
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SAP considers mySAP.com to be in early stages and have at the moment 
no plans for a new platform. According to Coleen Kaiser a senior software 
analyst at Lehman Brothers, SAP tends to release important new products 
or product releases towards the last quarter of the year while minor 
updates are spread around the year. The reason for this is that most 
customers have a tendency to wait until the last quarter to do their IT 
investments.  

SAP is part of many standardization bodies. Examples are XML and WAP 
standards. The company is not regulated by any authorities but confirms 
to certain standard accounting standards. 

Due to the nature of software firms is process innovation not a focused 
area. Instead the company focuses their efficiency efforts to their R & D 
departments. These efforts are not on a product level but on an 
organizational level.  

 

Key issues for the reader to bring with them to the following chapters: 
q SAP is offering all parts of a possible dominant design, ERP, SCM, 

CRM, portals and market places 
q The company is well positioned to adopt to technological changes  

q SAP is a large company with substantial resources to scan the market 
for business intelligence 

q SAP used joint ventures as well as own resources to “capture” new 
technologies 

 

 

 

 

 





-Taking a Dominant Design Perspective on ERP Companies- 
 

 71

6 Navision  

 

After having read about mySAP.com in the previous chapter it is time to present 
Axapta developed by Navision in Denmark. Navision has followed a different 
strategy compared to SAP when developing their software applications. They have a 
strong partnership with Microsoft, and as the reader will notice, trying to leverage 
this relationship to reach the dominant design. It is therefore important for the reader 
to understand the Axapta product suit and then in the last paragraph see how the 
product evolution brings Navision closer to a dominant design.  

 

Axapta  

Microsoft and Navision has a long history together. It is Navision’s core 
strategy to stay close to the software-giant. This will ensure that 
Navision’s customer will be accustomed to their interface and thus have a 
fairly steep learning curve when new application releases are introduced. 
The interoperability with Microsoft’s product is also stands as a guarantee 
for the customers that their investments will not become obsolete. Thus, 
upgrades both on the software as well as the hardware side are possible 
as the customers expand their business. The usefulness and functionality 
of the ERP system depends on the ability to integrate existing (legacy) 
systems, telephone service, front and back office solutions, the internet 
and software from other companies which make the Microsoft 
partnership imperative to Navision’s success. 

Axapta ERP consists of six modules, trade, project, logistics, fixed assets 
and financials. The financial application is the core application that 
everything is built around. The financial application handles general 
accounting, financial management, financial analysis and process control. 
Functionality in Financials enables Axapta to automatically keep an audit 
trail for every financial transaction. Each transaction can be traced back to 
its original document and displayed in a report. Budgets can be put 
together and follow up can be carried out in multiple currencies. All the 
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company’s accounting can be kept in two parallel currencies, e.g. local 
currency and Euro or USD. Axapta is prepared for the introduction of the 
Euro. Until 2002 when the Euro replaces all local currencies within the 
EMU, so called triangulation of currencies is a necessity. Triangulation is 
when one currency is converted via the Euro. Axapta fulfill all legal 
requirements according to EMU directives. Payments made to the 
company can automatically be matched with bank accounts, which 
decreases administrative work. Electronic payments can be made directly 
from the system, after that the necessary authorization requirements are 
met. Management can define these requirements and no payments can be 
carried out before they are met. For example, invoices above a certain 
amount might need authorization by several managers. All documents 
connected to one customer can be saved in one page view, which 
decreases time to find the appropriate information. From the same view a 
document can be created with all necessary information linked directly 
into the document, addresses, account numbers etc. Information can also 
be linked directly to web pages that can be made available to the client. 
Since the modules are so tightly integrated in Axapta a change of any 
information here will be pushed through the whole system.  

Fixed Assets 
The fixed assets module is designed for manufacturing companies. It 
works closely together with the finance module and allows finance and 
accounting personnel to abstract and handle fixed assets notations in an 
easy way. The application offers a sophisticated register that can forecast, 
monitor and control the value of the company’s fixed assets. The 
valuation of an asset can be done in a number of ways, according to 
different accounting standards. Straight line, reducing balance, factor and 
manual percentage are all available. The chosen accounting principle is 
held against the asset table and if required, can be changed during the 
asset’s life. A new asset can be linked to a special group that holds a 
depreciation profile. The profile identifies the procedure to be applied and 
the time span to be taken into account. The module can also be used for 
forecasting. Before making any definite purchase, it is possible to input a 
potential asset’s details and perform a hypothetical depreciation. In 
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addition to straight accounting and inventory calculations the module 
also keeps track of the location of the assets. The lifecycle of the good can 
easily be traced and the history can be printed out in a report. 
(www.navision.com, 2001) 

Logistics 
The logistics module provides the company with possibilities to plan and 
optimize supply and demand. The company can link purchasing with 
production, customer demand and inventory, i.e. the module is closely 
integrated with warehouse management, financial, trade, production and 
the project series. As with all the other Axapta modules the logistics 
module has a forecast tool and drill down tracking opportunities. The 
module allows for special customized deals with preferred suppliers. A 
special agreement with a supplier about delivery, price, location or 
volume can be entered directly into the system. Every good or order can 
be traced trough out the system and request or bills can easily be created 
through Microsoft drag and drop technology. The full price of a good can 
be done for each and every level of the manufacturing process. The price 
can be calculated on an individual basis or as a finished product. 
(www.navision.com, 2001) 

Project 
Axapta’s project module is used to establish and manage internal and 
external projects. It handles such aspects as management, administration, 
costs, personnel etc. The page view of the project module provide the user 
with a overview of each project posting specific categories such as 
revenues, costs, item, hour. To every vertical category the user can link 
different horizontal definitions such as employee, item number, revenue 
category. These costs can be distributed over a multiple project hierarchy. 
(www.navision.com, 2001) 

Production   
This module is together with the financial module the core systems of the 
ERP suite. The production module consists of three sub-modules, 



-Taking a Dominant Design Perspective on ERP Companies- 
 

 74

production 1-3. The first module handles material flow from suppliers, 
through production to customers. The second sub-module also allows a 
certain amount of capacity planning and the third sub-module includes 
job management and detailed production scheduling. Companies can 
either a “push” or “pull” basis. Using the production series, all 
manufacturers are given the tools required to better manage the flow of 
products from suppliers to customers. The production module supports 
make-to-order production, which means that as soon as an order is 
received, the system can calculate a delivery date depending on capacity 
and available material. The application also allows for calculations of 
prices to customers or internal prices for subsidiaries. If the customer uses 
subcontractors, these can be monitored as if they were part of the 
company, if the necessary data is available. 
www.datawest.co.uk/Navision/Overview.htm, 2001) 

Trade 
The trade functionality enables a company to automate a wide range of 
sales and purchasing processes, of course these are actions integrated with 
other modules in the Axapta suite. From the submission of a sales 
quotation, to the delivery and invoicing of an order, the trade module 
permits end-to-end automation of sales and purchasing processes. 
Throughout the sales process, the module can check credit ceilings, 
customer accounts owing, complimentary orders goods shortages, etc. On 
the purchasing side, the system can be automated to find a suitable 
product with consideration of delivery deadlines, price conditions or 
other parameters, and then to perform a comparison of quotations 
received. (www.navision.com, 2001) 

CRM 

CRM makes, in its simplest form, it possible for companies to track, 
measure, record and analyze every single customer contact. This is also 
possible for Navision’s users but also to the ability to exchange 
information with the customers in a constantly ongoing flow. The Internet 
and e-business initiative taken by Navision allows for individually 
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tailored customer interfaces, based on the individual customer’s history 
and taste. This gives the salesman a specifically tailored suite of products 
or services to offer which fits for that particular customer. 
(www.navision.com, 2001) 

Navision CRM is built upon Microsoft.Net platform. The benefit with this 
platform is that it allows distributed web services that can integrate and 
collaborate with a range of complementary services. The idea behind 
Microsoft.NET is that the focus is shifting from individual sites on the 
internet or individual devices connected to the internet to groups (local 
networks), devices and services that work together to deliver a wide 
range of solutions. The customers will have control over how, when and 
what information is delivered. Thus, they will be able to integrate it with 
their own hard- and software in a very easy and cost efficient way. The 
Navision CRM customers will be able to offer their users unified 
browsing, editing and authoring, rich co-coordinated communication, 
mobile abilities and powerful information-management that is working 
with any device or language, without having to rewrite code for each 
environment. Everything on the Internet becomes a potential building 
block for this new generation of services, while every application can be 
exposed as a service on the Internet. (NavisionDamgaard, 2000) 

Navision CRM allows the company to identify their customer. This is the 
most basic function that keeps track and on the Internet collects names, 
addresses, email, account numbers etc. All this information is then fed 
into a database from where it easily can be collected. As the customer 
relationship deepens there is more and more information stored in the 
database and there is a need to distinguish the customer after for example 
geographic location or importance of the client.  

Navision CRM is based on BizTalk that is Microsoft’s initiative to bundle 
business processes within and between organizations using Internet 
standard protocols and formats. BizTalk is written in XML (eXtensible 
Mark-up Language), which enables integration and machine to machine 
communication across industries and between systems, regardless of 
platform, operating system or underlying technology. This means that 
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Navision CRM can collect information across the extended enterprise to 
present a single view of the customer regardless of how and where the 
data is stored. 

Navision has taken a modular approach to their CRM application. That is, 
a customer can pick and choose what parts of the CRM package they 
would like to have depending on their needs. In the CRM suite there are 
four modules, telemarketing, sales management, questionnaire and 
customer self-service. 

Telemarketing 
The telemarketing module can be used for a variety of activities including 
sales-lead generation, customer surveys, inside sales, direct marketing 
campaigns and customer support. The module can use of either sales 
personal or temporarily by an extern professional telemarketing group. 
Key capabilities provided by the telemarketing module is: 

Create call lists  

• Distribute and manage calls among a group of callers 

• Execute calls efficiently using the Telemarketing window 

• Integrate with your phone system using computer-telephony 
integration 

Call lists can be created so different criteria are met. The information is 
collected from other modules of the Axapta CRM suite and can consist of 
information regarding, sales district, revenue, relationship types, segment 
etc. This allows for targeted information about for example new products 
to customers that are most likely to buy that particular product. The use of 
sales personal is also more efficient due to the sorting after location. Also, 
sales personal can be assigned customer groups, which have a need of a 
certain product where these sales personal have expertise knowledge or to 
the same sales personal that contacted the customer last time. The 
distributed calls will automatically be added to the assigned salesperson’s 
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calendar. All information about a customer is collected in one page view 
where the salesperson can make direct changes, place orders, se open 
orders and closed orders. Every call that is placed through the 
Telemarketing module is logged. That is, information about the call’s 
duration, at what time and who placed the call is saved. After the call has 
been made, it will get a new status in the system, cancelled, call back, 
open or closed. The call log makes it possible to evaluate the campaign 
and to generate new list to follow up specific calls. (Navision 
Telemarketing, Dec 2000) 

Sales Management 
The sales management is closely integrated with the Sales force 
automation module (see next paragraph). This means that the connection 
between marketing and sales are strengthened. Key capabilities provided 
by the Sales management module include: 

• Manage the activities of individual sales people, sales teams, and the 
sales organization as a whole 

• Establish and maintain a sales pipeline  

• Analyze sales data 

• Generate sales reports 

The module enables sales managers to control and monitor the activities 
of sales people, both on an individual and team basis as well as the whole 
company. Sales targets and number of calls can easily be monitored and 
bonuses and commissions can accordingly be paid out. Sales targets can 
be defined yearly or quarterly and be presented in charts and figures. 
These figures can be presented in sales reports generated of the sales 
management module. In the report information about activities, sales 
orders (actual and forecasted) and pipeline can be presented. The sales 
module gives management a tool to direct and train their sales force to 
become more profitable.(Navision Sales Management, 2000) 
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Sales Force Automation 
The sales force automation module is closely integrated with the sales 
management module. Both sales personnel but also management use this 
module to improve sales and optimize costs. It gives sales and marketing 
people tools to keep track of any type of activity targeted at customers, 
prospects, suppliers and other business contacts. The sales force 
automation module provides the following capabilities: 

• Manage and strengthen business relationships 

• Streamline contact management for customers, prospects, partners, 
suppliers and other business relationships 

• Manages sales and marketing activities 

• Exchange information with Microsoft Outlook 

The sales force automation module allows anyone in the company to 
assist a customer simply by bringing up the customers profile on the 
screen. The module brings together all the information from the sales 
management and telemarketing modules also key financial data for both 
customer and sales can be displayed. It also helps the sales personnel to 
evaluate a particular activity against the customer’s background and 
historic profitability. All information about the customer can be saved in 
one place. E-mail from Outlook can be drag-and-dropped into the page 
view and saved for future access. Other documents and invoices can in 
the same manner be saved at one location. E-mail and SMS (short message 
service) can be sent directly to one or many contacts in the page view. The 
workbook in the sales force automation module contains calendars where 
“to do” lists can be created and followed up upon. Every offer entered in 
the page view can be given a status, e.g. in process. If the customer 
accepts the offer the status changes automatically to sales order. If the 
customer decline the status can be changed to lost order and there is space 
to provide a reason why. The whole page view is compatible with 
Microsoft word and can be printed as a Word template. 
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Questionnaire 
The Questionnaire module is a tool for data and knowledge collection. It 
can be used internally for employee satisfaction surveys as well as 
externally for customer satisfaction surveys. It can also be used for job 
development dialog, employee or recruitment tests and in connection 
with training courses. The module is divided into four sub-modules that 
have the following features: 

• Creation and implementation of questionnaires 

• Questionnaire planning and advanced statistics gathering 

• Integration with the telemarketing module 

Web application allows the questionnaire to be distributed to customer 
and employees via Internet and Intranet. The module is meant to be used 
of sales and human resources and is easily integrated with other types of 
communication i.e. telephone and e-mail. Answers to the questionnaire 
are automatically collected if the questionnaire is displayed on the Intra- 
or Internet and can be presented as statistic. One single person’s, or a 
group’s answers can be compared within or to historic answers. (Navision 
Questionnaire, 2000) 

Customer Self Service 
The customer self service web application provides capabilities for 
companies to leverage the Internet to boost sales and to provide higher 
levels of customer service. The web application can be implemented using 
the Web Wizard. The idea is that the employee does not need any former 
knowledge of html or external web development tools. This will allow for 
the small company without it expertise to sell their products over the 
Internet. The Web Wizard guides the employee through the whole 
process of setting up the web page. The wizard contains a wide range of 
graphical designs and style sheets. The employee only has to choose what 
content and on where this information is located, lastly the web page has 
to be dedicated to one of the company’s or an ASP’s server. The graphical 
designs can be set up to be consistent with the company’s other web 
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pages. This allows one unified appearance of the company. The customer 
self service module allows the customer to register on the web site to 
request company information or to place orders, depending on what the 
web page is designed for. The customer ordering process is based on the 
shopping basket concept. The ordering process is completely integrated 
with other modules and the backbone of Axapta. In other words, will 
financial and order sales be visual throughout the whole suite. The 
company controls the level of security on the displayed web page. SSL 
(secure socket layer) is included in the customer self-service module. All 
web applications deployed using Axapta’s web publishing wizard, is 
integrated backwards to the backbone. This means that an update 
inventory immediately can be viewed on the web site. (Navision 
Customer Self Care, 2000) 

SCM 

Warehouse Management 
Axapta warehouse management solution is divided into two modules, the 
standard module and the advanced module. The standard module 
handles standard operations such as item registration and placement, 
chaotic storage and serial number and batch number control. The 
advanced module handles more sophisticated functions such as arrival 
journals, warehouse zones, shipments, transports, pallet types and 
advanced picking. Combined, the two modules provide capabilities for 
the following areas: 

Receiving items from external suppliers as well as internal sources such as 
production departments 

• Placement of items in warehouses 

• Picking of items prior to shipping 

• Packing items for shipment or transfer 

The warehouse management module is well integrated with other parts of 
the Axapta solution. The following modules work together with the 
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warehouse management module, Inventory management, Production, 
Sales orders, Purchase orders and Logistics. The logistics module is 
required for the use of the warehouse management module.  

The idea behind the module is to minimize storage costs and capital costs. 
This is achieved through identification, labeling and storage identification. 
All activities are recorded in journals so that a complete history of actions 
can be recreated. If a serial and batch number is used in the warehouse the 
module supports this system. When goods arrive, the Warehouse 
Management system provides extensive flexibility for where to place 
goods. For example, the warehouse can be divided into zones specified 
depending on inventory turnover or limited storage time. Every storage 
space can be specified depending on physical standards such height of the 
space, pallet type, etc. 

When goods arrive at the storage house the Warehouse management 
system can make a proposal for the optimal storage location. The 
proposed position is based on pre-known information about the product 
and the facility. When goods are ordered from the warehouse the module 
creates an optimal picking route. This way the order can be collected and 
packed in shortest possible time. The system can take many orders at the 
same time into account and plan the picking route after these criteria. 
(www.navision.com) 

Master Planning 
The Master Planning solution is designed to handle long and short-term 
demands for products and capacity for a company. The module uses data 
provided by the trade, logistics, projects, work centers and production 
modules. The module helps the company to optimize product flow form 
suppliers, through production for customers and thus minimizes 
inventory carrying cost and improves the reliability of delivery 
information. The master planning system allows for continually tracking 
and evaluation based on changing demand for materials and capacity. 
The forecast scheduling section can be used to project long-term needs for 
materials and capacity and the ability to foresee fluctuations in demand 
and adjust purchases accordingly. The Master planning solution also 
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allows for different simulations to find the optimal product mix and thus 
the highest possible revenues. The application will also calculate the 
consequences if a raw material not is delivered in time. The system can be 
set to pass the costs of the delays on to sales orders that can be distributed 
to customers, select an alternative supplier or reschedule. If a good is 
necessary to complete a product the system will propose delays of other 
material in the product. That way the company saves money due to lower 
inventory costs of carry. The system has time fence controls. These can be 
set to ensure a certain minimum amount of inventory. When this limit 
almost is reached the system automatically create purchase and 
production orders from planned orders. Seasonal deviations in product 
sales can easily be taken into consideration when master scheduling fulfils 
safety stock requirements. (Navision Master Planning, 2000) 

Dominant Design and Innovation in Axapta 

Navision follows a different path, compared to SAP, to reach the 
perceived dominant design. The company believes, just like SAP, that it is 
necessary to offer an extended ERP suit in the future. That is, the 
company has to offer a well-integrated ERP, CRM, SCM, portal and 
markets software suite. However, the company is aware of its limited 
resources, both financial and installed customer-base to leverage. To be 
able to offer a full product suit that has high level of integration capability 
the company views their partnership with Microsoft as key to their 
success. One of the advantages with the Microsoft relationship is that 
Navision can use a lot of features found in Microsoft’s products. In 
addition to this, Navision also reaps the benefits of that most customers 
already are familiar with layout and functionality. Financially does the 
Microsoft partnership stand as a guarantee for future compatibility. Even 
if Navision should go bankrupt, if existing products are compatible with 
Microsoft’s the investment is not totally wasted. That is, it is likely that 
Microsoft makes sure there is another company that can take over 
Navision’s customer-base. It is important to point out that this is not likely 
to happen since Navision has a strong balance sheet. However, for 
possible ERP customers it is very important to know that the company 
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that they are buying their product from is going to be around for a long 
time. 

Navision, as a fairly small company, is much more centralized in its 
structure than SAP. Decisions regarding innovation and new applications 
are taken on an executive level in the company. The R&D department 
does not produce cutting edge technology but is fairly advanced. The idea 
is to deliver a dependable software solution with thoroughly tested 
technology. This is achieved through the close partnership with Microsoft. 
Navision is a preferred vendor to Microsoft, which means that Navision 
gets access to certain products before the market. This allows Navision to 
adjust and develop applications to make them compatible with 
Microsoft’s products. An example of this is the recent announcement, that 
Navision releases the first global solution based on BizTalk 2000.  

Navision uses preferred resellers through the world. In some cases these 
resellers are owned by Navision but most of the time they are 
independent resellers. Navision has very high demand on their resellers, 
in the sense of sales volume and knowledge about their products. The 
resellers work together with IT services companies to implement the 
software once it is sold to the customers. This procedure is cost efficient 
for Navision but on the other hand the company has less market 
information. The market intelligence is instead received through the 
resellers. It is important to remember that Axapta less complex product 
compared to mySAP.com and is therefore easier to implement. 
Implementation times are 1-3 months in general but in some cases longer.  

Navision’s most important channel to recognize new trends and 
technologies is through Microsoft. Due to this fact the company has to 
spend less time searching for new entrants and technology shifts. This 
information is fed through Microsoft who has knowledge and financial 
muscles to research this area. This does not mean that Navision is slow to 
adapt to new technology. Instead Navision could be viewed as a fairly 
technologically advanced company. The company foresaw the Internet 
revolution in an early stage and released their Internet enabled ERP suite 
6 months before SAP. Another great benefit with having Microsoft as a 
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partner is that the company’s products are so widespread that it is likely 
that the customers of Navision’s have Microsoft products. To be able to 
integrate the whole value chain is very tempting for a customer. If this is 
possible through buying Microsoft enabled ERP applications this is a 
strong buying argument.  

Navision has more than 1000 authorized business partners. These 
business partners must have profound knowledge of the ERP business 
and specifically about Axapta and other Navision products. The business 
partners are constantly under revision. They are core to Navision’s 
strategy and necessary to feed market information for further product 
development.  

The company works closely together with lead users that help Navision in 
their product development. Typically the test installations are not public 
(market places and portals) until the software is released. The lead users 
are often long lasting business relations that evolve into R&D 
partnerships.  

Key issues for the reader to bring with them to the following chapters: 
q Navision offers all parts of the perceived dominant design 
q The company’s partnership to Microsoft is key to their success 

q Market intelligence is collected through own resellers as well 
channelled from Microsoft 

q Microsoft provides Navision with access to new technologies such as 
.NET 
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7 Analysis 

 

After having read about mySAP.com and Axapta in the previous chapters it is now 
time to merge the information and approach the second question asked in the purpose 
of this thesis. The author’s first purpose was to describe mySAP.com and Axapta, 
which you already have read in chapter five and six. This is in other words 
accomplished and the author now turns towards the analysis of the material 
concerning the second question: 

Identify if, or what parts, of the dominant design model that can be used as an 
explanatory tool of innovation in SAP and Navision. 

 

Do SAP and Navision Comply with the Dominant Design? 

Utterback’s (1994, p.24) definition of a dominant design is “the design in a 
product class that wins the allegiance of the marketplace”. This definition 
has in this thesis been expanded and modified to fit the ERP sector. The 
definition used in this thesis focuses on the abilities and features of the 
ERP solution. The dominant design consists of the traditional ERP suite 
integrated with SCM, CRM, portals and market places. The platform has 
to be Internet enabled and support communication with all other 
platforms i.e. Java and XML. 

SAP and Navision both offer ERP, CRM, SCM, portals and marketplaces. 
Without going into great details again it seem like both companies have a 
similar idea of the basic structure of their applications. The two vendors 
differ in the size of their customers. SAP, who focuses on large customers, 
has most likely greater concerns with implementation problems. The 
reason for this is that larger companies often have more applications and 
more users connected to the ERP system. Navision’s applications on the 
other hand are designed to be compatible to Microsoft’s products. By 
doing this, the company “borrows” a different, close by, “industry 
standard” which already has won the allegiance of the marketplace. One 
would think that these differences would show up as differences in the 
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companies’ product offerings. This is not the case, both companies offer 
astonishing similar application suits e.g. ERP, CRM, SCM, portals and 
marketplaces. It is important to notice that SAP is offering more vertical 
markets i.e. capture more sectors as customers.  

Both companies use Java and XML technology, which allows for platform 
independent communication. Axapta and mySAP.com are built with the 
Internet in mind. The whole idea is to make all documents and 
information available for customers and employees over the Internet. 

Considering the above given facts it seems like both companies have 
positioned themselves adequately to the concept of dominant design. 
Thus, on a general level Axapta and mySAP.com comply with the definition of, 
as stated earlier, the dominant design.  However, by stating this it is 
important to remember that the market is still at an early stage of 
excepting ERP II and that it is possible that the market deviates from this 
path to form a different dominant design. 

What if the dominant design is something else? 

It is interesting to notice how unified the ERP market, including SAP and 
Navision, seems to be concerning what it takes to become successful in the 
future. We have seen independent research firms as well as SAP and 
Navision articulate the importance of being able to offer an integrated 
extended ERP solution. This thesis has seen this as the formation of a 
dominant design and how the two companies have maneuvered to 
position themselves into the best possible position depending on their 
strengths and weaknesses. The first question one must ask oneself is; how 
do we know this is a dominant design? The obvious answer, as Tushman 
and Murmann (1998) also pointed out, is that we do not know. They state 
that a dominant design can only be recognized in retrospective. The 
author’s belief is that it really does not matter if the extended ERP 
solution becomes the dominant design. What is important, is that this is 
the perceived idea of the dominant design. In other words, SAP and 
Navision share the same vision and believe that they have to offer an 
extended ERP solution to become successful in the future. Both companies 
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have the same goal, the dominant design, but they have chosen different 
paths to reach it. The two companies act in a certain way due to their 
beliefs about the future. It is not likely that a company would attempt to 
produce a product that is not fulfilling the demands of the dominant 
design or is viewed not to become the dominant design. If this was the 
case, the company would be a niche player, which is nothing else than a 
dominant design in a smaller sub-sector. Thus, it really does not matter if 
the extended ERP solution becomes the dominant design or not. SAP and 
Navision would probably act the same way independently of a perceived 
or “real” dominant design5.  

Utterback (1994) presents three different schools for how a dominant 
design emerges, by chance, inherent technology determination and social 
& organizational factors (se chapter three for full explanations). This 
thesis has not found any convincing support for any of the three schools. 
This is probably due to the fact of the uncertainty if a dominant design 
really exists or not. According to the interviews is the direction of 
innovation controlled by the companies, which would imply that none of 
the two first schools is correct. However, it could be argued that social & 
organizational factors were part of the process to create the perceived 
dominant design of extended ERP. It is reasonably to believe that 
developers have a common background (education) and interact in 
different forums (conferences, developer networks etc.), which would 
imply that perceived dominant design could have its origin from the 
social factors affecting the employees of Navision and SAP. 

One way to elaborate on the perceived dominant design is to turn the 
reasoning around. Would SAP and Navision act in a different manner if 

                                        

5 Let us pretend that the extended ERP suite is not the dominant design. SAP and Navision plus the 
other sources we have seen here have mistaken themselves. This would not be a rare thing within the 
technology sector. WAP (wireless application protocol) is a good example. Surely each and every 
company who tried to participate in the WAP race would have liked that they acted differently. Why 
didn’t they? How come so many companies didn’t act in a different way? A likely answer is, just as in 
SAP’s and Navision’s cases that the WAP companies worked towards a perceived dominant design. 
This supports our earlier finding that it does not matter if it is a real or perceived dominant design.  
Companies position themselves as if it was a real dominant design.  
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the extended ERP suite did not become the dominant design? The answer 
would probably be no. The two companies act upon their current beliefs, 
collateral assets and knowledge, which at this moment tells them to 
position themselves as described in earlier chapters. Right now, their 
market intelligence tells them that the extended ERP suite will become the 
dominant design. It does not matter if this becomes true. The companies’ 
actions would probably be identical either way. What if the perceived 
dominant design changes, maybe the extended ERP suite should contain 
yet another application. The argument presented in this thesis holds 
again, the perceived dominant design determines the framework that SAP 
and Navision act upon. 

Evidence For a “Real” Dominant Design  

However, there are certain indications which points towards that the 
sector is closing in on a “real” dominant design. As we have seen in 
chapter 4, the ERP sector has undergone a rapid change. From a large set 
of vendors the sector is now consolidation. Companies are being merged 
and partnerships formed. The number of players in the sector has slowly 
started to decrease. According to Software analyst Coleen Kaiser at 
Lehman Brothers this trend is likely to continue. A consolidating industry 
is often the result of that a dominant design been formed (Utterback, 
1994). Stobaugh (1998) adds to this discussion that as time passes by, the 
performance criteria becomes more defined. The author has found that 
there seem to consensus within both SAP and Navision that an ERP 
vendor has to be able to offer ERP, SCM, CRM, portals and market places. 
However, to draw general conclusions from studying only two companies 
is not a very convincing argument but the conclusion could possibly be 
viewed as a trend. It is under all circumstances interesting that the two 
companies are offering a similar product suite e.g. ERP, SCM, CRM etc. 
and is working on improving these applications instead of entering new 
areas. 

Utterback (1994) also states that dominant designs often tend to have 
technological elegance and design simplicity. The author has found little 
that either confirms or denies Utterback’s statement. The author believes 



-Taking a Dominant Design Perspective on ERP Companies- 
 

 89

the reason for this could be that ERP applications are not a consumer 
product. It is not easy for a person without extensive knowledge about 
computer programming to have an opinion regarding technological 
“elegance” and design “simplicity”. In other words this gives us no 
indication if there is a likely chance that SAP and Navision are closing up 
on the dominant design.  

One important cornerstone in the dominant design model is that there is a 
shift from product innovation to process innovation. During the 
interviews there have been no evidence supporting this part of the model. 
Both companies do not show any evidence of changing their 
manufacturing process. The reasons for this could from the author’s 
viewpoint be twofold: 

There is no dominant design or emergence of a dominant design yet, thus 
there is no shift towards process innovation.  

This part of the dominant design model does not apply to the specific 
companies. 

The author believes that the second statement is the most valid one. 
According to the interviews conducted, there are no large gains to be 
made from streamlining of the production for one particular application. 
The reason for this is the nature of the software development. The cost of 
producing software is to a great extent located to research and 
development. Once there is a finished product available there is little cost 
to manufacturing large series of the product. In other words, it is not 
possible to split process and product innovation the same way for the ERP 
sector as for manufacturing sectors. Of course one could argue that R&D 
could be organized more efficiently, i.e. process innovation would occur. 
However, this would only affect new applications or to add new 
functionality to an old product. It would not improve the way the 
application is produced.  

The first statement above would be valid if the sector was so far away 
from a dominant design that management had not concerned themselves 
with production issues. This statement, however possible, is not likely 
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due to the fact of the competitiveness and profitability issues in the ERP 
marketplace. Management could simply not afford to pass on an 
opportunity to increase the bottom line and would therefore make sure 
that their production line works in the best possible way. 

So far this thesis has found some support for the dominant design model. 
But on the other hand there are also some of Utterback’s indications of a 
dominant design that has not been supported. There is no “waterproof” 
evidence that points towards an existing dominant design, possibly there 
are some indications of an emerging one. However, between the two 
companies we have seen that there are many similarities between the 
software applications and that the companies are both striving towards 
the same goal, the well integrated extended ERP solution. On a more 
general company level it is hard to give a definite answer about the 
dominant design. The next step is to examine the two specific companies’ 
actions in regards to innovation.  

More than Technological Competition 
The idea of a dominant design is broader than technical competition. As 
stated in the third chapter, Utterback (1994) identifies four other 
important factors, collateral assets, industry regulation and government 
intervention, strategic maneuvering by individual firms and 
communication between producers and users, that may affect the 
emergence of a dominant design. The product strategy followed by a firm 
relative to its competitor may determine which firm’s product design 
becomes dominant. This is called strategic maneuvering at the firm level 
and is basically with who and what kind of partnerships and co-
operations a company takes part in. (Utterback, 1994) 

Strategies 

SAP and Navision have two fundamentally different positions in the ERP 
sector. SAP is the largest vendor in the sector with a large customer base 
and enormous resources to invest in R&D. Navision on the other hand is a 
relatively small vendor with more limited resources. This has impacted 
the two companies’ strategies significantly. SAP has chosen more of a 
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stand-alone approach with co-operations on specific applications. An 
example of this is the partnership with CommerceOne. The partnership 
was created due to the fact of SAP lagging the rest of the vendors in the 
procurement market. CommerceOne on the other hand got access to 
SAP’s customer base. Navision, lacking the size and resources of SAP, has 
a more holistic approach to partnerships. The company has since many 
years a strong relationship with Microsoft. Navision’s whole strategy is in 
fact dependent on this partnership. Applications on every level, ERP, 
CRM, SCM, portals and market places are developed with technology and 
layout from Microsoft. Navision has based Axapta on the Biztalk standard 
for servers and is both vertically and horizontally integrated with 
Microsoft’s other products. (Vertically through server, operating system, 
applications and communication software and horizontally on an 
application level.) Navision and SAP has however taken a similar 
approach on the implementation side, allowing independent IT services 
companies to do the implementation. Cusumano et al. (1992) points out 
that a company who is inviting suppliers and/or resellers are more likely 
to develop the dominant design. It is interesting to notice that the 
partnership Microsoft – Navision and SAP – Commerce One is similar in 
structure but differs in, level of depth and if the ERP company is the 
dominating part or the depending part. It is clearly that Navision’s 
partnership is more vital to their strategy then to SAP’s.  

SAP and Navision differs a lot, as pointed out earlier, when it comes to 
collateral assets. SAP has a very large installed customer base 
concentrated over fortune 1000 companies while Navision has a smaller 
customer base concentrated over the mid market segment. This has a very 
important implication on the likelihood of being able to provide the 
dominant design. Since SAP’s customers have substantial amounts of 
money already invested in their ERP systems it is not likely that they will 
throw this out and buy a totally new software suite just because there is 
better functionality offered from a best-of-breed vendor. This means that 
SAP has more time to develop their products and does not always have to 
offer cutting edge solutions. This could be one of the reasons why SAP 
was later than Navision to introduce their Internet enabled ERP solution. 
Navison is more dependent on delivering cutting edge technology and 
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has been faster to offer new technology. However, they have through 
their partnership with Microsoft bought themselves time, i.e. their 
customers are running Microsoft products and waits until there is 
compatible ERP solutions to their existing investments. 

The ERP sector does not seem to be influenced by regulations and 
government to any greater extent. The adoption to standards and 
protocols on the technical side is optional from a government perspective. 
However, ERP customers have a perceived opinion about certain 
capabilities such as XML. On the regulatory side there is no reason not to 
comply with accounting and monetary standards. Regulations seem to be 
no big issues within the companies. It is after all in the companies’ best 
interest to adapt to these standards. 

The fourth important determinant, according to Utterback (1994), to how 
a dominant design occurs is communication between producers and 
users. Both Navision and SAP are aware of the importance of receiving 
market intelligence. SAP seems to work more closely to some of their key 
customers. The reason for this could be that SAP’s customers are larger 
companies that need to integrate more legacy applications. SAP has also 
more direct information from their customers since the company does the 
first 100 installations of every new application. Navision’s customers on 
the other hand are smaller and have less complicated legacy systems and 
are already very much powered by Microsoft products.  

Scanning the Market for New Technological Advances 

SAP also receives business intelligence from SAP ventures and SAP labs. 
These subsidiaries pass on much information about what is happening in 
general in the software market but also more specifically what customers 
are asking for and what the competition is doing. Navision, once again, is 
relayed this information through Microsoft. Through the partnership with 
Microsoft the company receives important information of future customer 
demands and technological advances. Utterback (1994) emphasizes the 
importance of scanning the market for new entrances to the sector. These 
new entrants can be newly developed companies but also established 
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firms that entering a new business area. It is therefore likely that this 
information will reach SAP before it reaches Navision due to the filter that 
Microsoft is for Navision’s market intelligence. However, SAP as a much 
larger company is likely to be slower to adapt to this information due to 
its size. Turning back to the five strategies to acquire technology 
presented by Granstrand & Sjolander (1990) in chapter 3, we can see that 
SAP is using all five of them (scanning, purchasing, joint ventures, 
acquisitions and internal R&D). Navision uses internal R&D as the main 
source to acquire new technology. It is however evident that the 
partnership with Microsoft is Navision’s most important source for new 
technology knowledge. In fact, it is safe to say that the Microsoft 
partnership replaces all other strategies suggested by Granstrand and 
Sjolander, i.e. Microsoft uses these strategies for their own benefit and 
share the information with Navision. It is in Microsoft’s interest that 
Navision is successful since that increases Microsoft’s sales of their 
products.  Key issues for the readers to bring with them to the following 
chapter 

q Axapta and mySAP.com fulfil the definition of, as stated earlier, for 
the dominant design 

q It does not matter if the extended ERP solution becomes the 
dominant design. What is important, is that this is the perceived idea 
of the dominant design  

q So far this thesis has found, on a product level, a split picture if the 
dominant design exists, is forming or is none-existing  

q Utterback’s (1994) other important factors, collateral assets, industry 
regulation and government intervention, strategic manoeuvring by 
individual firms and communication between producers and users, 
that may affect the emergence of a dominant design seem to have a 
important role within SAP and Navision 

q SAP is using all five of Granstrand’s & Sjolander’s (1990) strategies to 
acquire technology (scanning, purchasing, joint ventures, acquisitions 
and internal R&D) while Navision uses internal R&D and joint 
ventures as its major sources of new technology and scanning, 
purchasing and acquisitions to a lesser extent. 
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8 Conclusions 

 

As every road has an end, so does this thesis. This final chapter will summarize where 
this thesis has taken the reader. It will explain what parts of the Dominant Design 
Model that has relevance on a company level and propose adjustments to the model 
for the specific needs of ERP companies.    

 

Even though there is no certain evidence of an emerging dominant design 
or an existing one in SAP and Navision, there are many indications that so 
might be the case. If, in the future it should become evident that, the 
extended ERP solution is not a dominant design this would probably not 
have changed the two companies’ actions and strategies. The reasons, 
presented in this thesis, for this is that the perceived emergence of a 
dominant design has the same affect on the SAP’s and Navision’s 
strategies as a “real” dominant design would have. 

The dominant design model could therefore be useful as an explanatory tool of 
innovation and actions within the companies. However, it is necessary to dig 
under the surface of the model and consider what findings Utterback 
(1994) and Stobaugh (1998) presented in addition to the model. But before 
we do this it is necessary to alter the dominant design model slightly. This 
thesis has not found any evidence of a change from product innovation to 
process innovation within one product line neither at SAP or Navision. 
The reason for this was presented as industry specific for the software 
sector.  This surely has to be confirmed by other researchers since this 
thesis only encompasses two companies in the ERP sector.  

Evidence that suggest that we are seeing an emerging or existing 
dominant design are, consolidation of the industry and consensus about 
future applications and features of the extended ERP solution. We have 
also found evidence that supports three out of four of Utterback’s factors 
that is important to the concept of the dominant design model, collateral 
assets, strategic maneuvering by individual firms and communications 
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between producers and users. SAP has due to its size and resources 
leveraged their collateral assets and have more direct communication 
with their customers than Navision. Navision has through their co-
operation with Microsoft accomplished to receive similar information 
indirectly. We have also seen the use of the five strategies to acquire 
technology presented by Granstrand and Sjolander. SAP, could due to its 
size, utilize all five of these strategies while Navision only could utilize 
two of the strategies directly but the company received information which 
would have come from the three other strategies through Microsoft.  

By considering a company’s existing situation, e.g. customers, market 
share, partnerships etc. and fitting these facts into our altered dominant 
design model. It should be possible to explain actions within a company 
in the ERP sector.  Depending on the, above mentioned, circumstances the 
ERP vendors, SAP and Navision have chosen different approaches to 
innovation. Navision is fed much information from Microsoft, which the 
company acts upon while SAP is large enough to collect the same 
information by themselves. This allows Navision to focus its resources on 
the information gathered by Microsoft and through their channel 
partners. This means that the company can achieve a fairly high 
technological level in their ERP suite without having the same resources 
as SAP. SAP is able, due to its resources, to collect this information on its 
own. The company also acts on this information but with a broader 
spectrum, i.e. the company is up to date with more research both within 
the company as well as outside the walls of the firm. 
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Key issues for the reader to bring with them  
q The dominant design model could be useful as an explanatory tool 

of innovation and actions within the companies 

q This thesis has not found any evidence of a change from product 
innovation to process innovation within SAP and Navision therefore 
it is necessary to alter the dominant design model and exclude its 
original idea of process innovation  

q By considering a company’s existing situation, e.g. customers, market 
share, partnerships etc. and fitting these facts into our altered 
dominant design model. It should be possible to explain actions 
within a company in the ERP sector.    
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9 Appendix 

Implications for Management 

From a management perspective it might be less interesting if it is a 
dominant design or a perceived dominant design. Management should 
and does almost always act to the best of knowledge to make the 
company successful. So what use can the management of a company have 
of the dominant design perspective in the ERP sector? Based on the 
dominant design model it is probably a reasonable conclusion that the 
sector will continue to consolidate. That is, the industry is approaching a 
dominant design which the model shows leads to consolidation. A 
manager should therefore make sure that they have the right partnerships 
or is strong enough to make it on their own. The time to find these 
partners or being acquired decreases as the sector moves closer to the 
dominant design. 

As the sector closes in on the dominant design it is necessary to have the 
ability to offer the extended ERP suite. Management must make sure that 
the company can offer a whole suite containing ERP, CRM, SCM, portals 
and marketplaces. Depending on the company’s collateral assets the 
timeframe until the company must be able to offer the extended ERP 
differs. Other important factors to observe and evaluate are, industry 
regulation and government intervention, strategic maneuvering by 
individual firms and communication between producers and users. 
Management that is aware of how their company performs in these 
categories versus the competitors is more likely to reach the dominant 
design.  

The need for market intelligence in the ERP sector is great. This 
information could be obtained in five different ways, scanning, 
purchasing, joint ventures, acquisitions and internal R&D. New entrants 
to the market are most likely to have revolutionary technology and should 
therefore be kept under close observation. If management does not make 
sure that their company receives information through all five channels, 
direct or indirect, the company will have a competitive disadvantage.  
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10 Acronym list 

APS -Advanced planning and scheduling  

ASP - Application Service Provider 

ATP – Available to Promise 

B2B – Business to Business 

BW - Business Warehouse 

BI - Business Intelligence 

BPM - Business Process Management  

CAGR – Compound Annual Growth Rate 

CEO – Chief Executive Officer 

CRM - Customer Relationship Management 

eCRM – CRM for e-business 

EMEA – Europe, Middle East, and Africa 

ERP - Enterprise Resource Planning 

ERP II – Extended ERP solutions  

IP – Internet Protocol 

ISP - Internet Service Provider  

M-Commerce – Mobile Commerce 

MRP- Material Requirements Planning  

MRP II-Manufacturing Resource Planning 

NDA - New Dimension Applications. Refers to SAP’s new e-business 
products.  

NYSE – New York Stock Exchange 
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PKI - Public Key Infrastructure 

PLM – Product Lifecycle Management 
PTX - Private Trading Exchange  

SCM - Supply Chain Management 

SMS - Short Message Service 

SSL - Secure Socket Layer 

WAP – Wireless Application Protocol 

XML – Extensible Mark-up Language 
Y-o-y – year-on-year 
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