


2

ã SAP AG 2001,    A3  Jürgen Daum Financials Kongress   3

7KH 1HZ (FRQRP\

1997 three books have been published with the same message: 

7KH %LUWK RI WKH ´1HZ (FRQRP\µ FRQFHS7KH %LUWK RI WKH ´1HZ (FRQRP\µ FRQFHSWW

7KH NH\ WKHVLV RI WKH DXWKRU7KH NH\ WKHVLV RI WKH DXWKRUVV��

■ The source of value has shifted from tangible to intangible assets !

■ Not financial capital and tangible assets represent the main value 
drivers, but intangible assets such as human capital, relationships 
with business partners and a company’s capabilities to innovate .  

Thomas 
A. Stewart,
Intellectual 
Capital

Leif Edvinsson, 
Michael Malone,
Intellectual 
Capital

Karl Erik
Sveiby,
The New
Organizational
Wealth
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zVery low variable costs

z Large fixed costs (R&D)

zNon-Scarcity of assets

zCustomers are „locked in“ 
through platform effects

zMuch simpler distribution 
of product knowledge

z Lower sales costs

zEconomies of scale 

zR&D costs can 
be spread across a 
larger customer base 

Knowledge
based 

products

Knowledge
based 

products

Globa-
lisation
Globa-
lisation

New
commu-

nication tech-
nologies /
Internet

New
commu-

nication tech-
nologies /
Internet

The combination of 
all three factors 

is leading to dynamic
network effects

and 
increasing 

returns

7KH 1HZ (FRQRP\ (FRQRPLFV

Source: Juergen Daum, Management in einer neuen Wirtschaft (Bonn: Galileo Business, 2001)
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199211982

Market
Value

38%

38%

62% Tangible
Assets

Intangible
Assets

62%

19982

15%

85%

Percentage of market value of US corporations related to ....

1: Brooking Institute
2: Baruch Lev analysis of S&P500 companies

7KH 6RXUFH RI 9DOXH KDV 6KLIWHG IURP 7DQJLEOH
WR ,QWDQJLEOH $VVHWV �
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New business models, tighter 
collaboration with business partners, 
automation of processes and 
information flows through intensified 
use of IT and the Internet (“E-Business”)

New management systems, which 
better support strategy execution, 
continuous change management, 
and optimization of productivity
of intangible assets 

Adapt structures and
business processes

Improve management
and “steering” tools

,Q RUGHU WR EHWWHU H[SORLW LQWDQJLEOH DVVHWV� FRPSDQLHV KDYH
WR ���
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([DPSOH� &LVFR 6\VWHPV

&LVFR&LVFR¶¶V VV VWWUDWHJ\�UDWHJ\�

� Become global market leader for Internet network equipment 

� Focus on the customer relation and provide a complete solution

� Outsource non-core activities (production, distribution)

� Establish thight IT based links with customers and suppliers and 
link Cisco with  them into a „single enterprise“ 

� Extensive use of IT and webbased service to make employees more 
productive

� Product innovation through acquisitions if in-house development     
of new technologies is not possible fast enought(within 6 months)

� A short and long term strategy oriented and flexible enterprise 
management approach 
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([DPSOH� &LVFR 6\VWHPV

)RFXV RQ WK)RFXV RQ WKHH FXVWRPHFXVWRPHUU UUHHODWLODWLRRQV �QV �
RXWVRXUFLQJ RRXWVRXUFLQJ RII PDQXIDFWXULQPDQXIDFWXULQJ�J�

Cisco Connection
Online

Sales

Customer

ERP-
System

Cisco Employee
Connection

Employees Managers

Data
Warehouse

Intranet/
travel portal

Intranet/
EIS and DSS

Cisco‘s E-Business System

Supplier

Distributor

Manufacturing
Connection

Online

Source: Juergen Daum, Management in einer neuen Wirtschaft (Bonn: Galileo Business, 2001) 
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3URGXFW3URGXFW �� ,QQRYD,QQRYDWWLRQ WKURXJK DLRQ WKURXJK DFFTXLVLTXLVLWWLRQLRQVV� LI� LI
LQLQ��KRXVKRXVHH GHYHORGHYHORSSPHQWPHQW LLV QRV QRWW SRSRVVVLEOVLEOHH IDVIDVWW HQRXJKHQRXJK

([DPSOH� &LVFR 6\VWHPV

� Cisco became a specialist in acquiring and integrating smaller /
start-up companies with new products close to market 
introduction

� By combing the acquired „R&D assets“ with its own „Customer 
assets“ and distribution capabilities, Cisco was able to create 
significant additional shareholder value

� Example: The acquistion of Crescendo in 1995:
z Crescendo, with a nnual sales of $10 Mio, has been acquired for $97 Mio

z Through the combination with Cisco‘s „Customer assets“, Cisco was 
able to increase sales from Crescendo products very fast 
to $ 500 Mio in 1996
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$ VKRUW$ VKRUW DQGDQG ORQJORQJ WHUPWHUP VWUDWHVWUDWHJJ\ RULHQWHG\ RULHQWHG DQGDQG
IOH[LEOH HQWHUSUIOH[LEOH HQWHUSULLVH PDQDJHPHQWVH PDQDJHPHQW DSSURDFKDSSURDFK

Measure 
Performance 

Measure 
Performance 

Business Management
Process

Adapt plans and 
operative activities
Adapt plans and 

operative activities

Decide, how to adaptDecide, how to adapt

Strategic
Analyse

Strategic
AnalyseTarget SettingTarget Setting

Adapt strategyAdapt strategy

ForecastingForecasting

Strategy Management Process

based on Cisco’s strategic matrix

every
1-3 months

every
6-12 months

([DPSOH� &LVFR 6\VWHPV

Source: Juergen Daum, Management in einer neuen Wirtschaft (Bonn: Galileo Business, 2001)
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,QWDQJLEOH�$VVHWV

�

:KDW�LV�LPSRUWDQW�

IURP�D�PDQDJHPHQW�

SRLQW�RI�YLHZ�"
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,QWDQJLEOH $VVHWV UHSUHVHQW RQO\ D SRWHQWLDO YDOXH

Organizational 
Capital

(R&D Processes)

Organizational 
Capital

(R&D Processes)

HumanCapital
(Skilled sales &

R&D staff)

HumanCapital
(Skilled sales &

R&D staff)

Partner  Network 
(Service Partner)

Partner  Network 
(Service Partner)

Service 
Quality

Service 
Quality

Competitive
Products

Competitive
Products

Financial Capital
(Revenue, Cash Flow)

Financial Capital
(Revenue, Cash Flow)Market ShareMarket Share

There is no direct relationship between an Intangible Assets 
and a financial outcome. Only through activities and initiatives which 
combine different Intangible Assets, financial value is being created 
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$FWLYLWLHV DURXQG ,QWDQJLEOH $VVHWV KDYH WR EH EXQGOHG DQG
IRFXVHG WKURXJK D FOHDUO\ GHILQHG VWUDWHJ\

Intangibel Assets / Intellectual Capital

Financial 
Value

Financial 
Value

Competitor
actions

Technology
trends

Overall
economic

trend

Value 
Driver

Strategy
Mission critical activities / initiatives

Value 
Driver

Value 
Driver

Value 
Driver

Organizational 
Capital

Organizational 
Capital

Customer
Relations
Customer
Relations

Human
Capital
Human
Capital

Partner 
Network
Partner 
NetworkR&D PipelineR&D Pipeline
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Adapt StrategyAdapt Strategy

FeedbackFeedbackSTRATEGY

ExecuteExecute

CommunicationCommunication

Planning /
Simulation
Planning /
Simulation

Strategy has to be adapted to changing market conditions 
continuously in order to preserve the value of Intangibles and 

to optimally leverage its value creation potential:

6WUDWHJ\ KDV WR EH DGDSWHG FRQWLQXRXVO\
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+RZ WR SURFHHG "
� &RRN ERRN IRU WKH &)2 � &RUSRUDWH &RQWUROOHU

n Facilitate a common understanding of corporate strategy 
among the members of the management team 

Establish a consensus of opinion about the company‘s value 
creation system

Implement a strategic and operative monitoring system based 
on this value creation system

Establish a process of continuous evaluation of business risks 
through rolling forecasting and analysis

Implement internal and external communication and reporting 
processes

Facilitate understanding of the dynamics in the business 
system (enable for Systems Thinking)
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Society/
„The public“

Society/
„The public“InvestorsInvestors Other interest

groups
Other interest

groups

Corporate
Communication

Strategy & 
(Change) Management System

Source: Juergen Daum, Management in einer neuen Wirtschaft (Bonn: Galileo Business, 2001) 

2. (VWDEOLVK D FRQVHQVXV RI RSLQLRQ DERXW WKH FRPSDQ\¶V
YDOXH FUHDWLRQ V\VWHP

R & D
Product-

Marketing
Intellectual Capital Value Net

R & D
Partner
R & D

Partner

Marketing-/
sales

partner

Marketing-/
sales

partner

Org. 
DesignIntellectual

Capital
Exchange

Intellectual
Capital

Exchange

Virtual Supply Chain

Manufacturing
partners

Manufacturing
partners

CustomerCustomer

E-MarketE-Market

Customer
Care

SuppliersSuppliers
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5H5HJJXODU PXODU PHHHWLHWLQQJV H�J�JV H�J� LQ DLQ D
Å0Å0DDQQDJDJHPHPHQHQW &RW &RFFNSNSLLW´ UW´ URRRRPP

5. ,PSOHPHQW LQWHUQDO FRPPXQLFDWLRQ SURFHVVHV
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Report regularly
to the „Financial
Community“ 
about financial
performance and 
developments
of „Intangibles“

Example: Skandia‘s Intellectual Capital Report 

5. ,PSOHPHQW H[WHUQDO FRPPXQLFDWLRQ DQG UHSRUWLQJ SURFHVVHV
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,QYHVW LQ
VDOHV IRUFH

6HOO

&DVK LQ

0DQXIDFWXUH

5HGXFH
IUHH

FDSDFLW\

,QFUHDVH OHDG
WLPH

5HGXFH FXVWRPHU
VDWLVIDFWLRQ

,QYHVW LQ
FDSDFLW\

Delayed 
through lack of 
“System 
Thinking”

Long term 
sales damaged

Reinforcing
Loop

Balancing
Loop

Example:

6. )DFLOLWDWH XQGHUVWDQGLQJ RI WKH G\QDPLFV LQ WKH
EXVLQHVV V\VWHP �HQDEOH IRU 6\VWHPV 7KLQNLQJ�
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+RZ�FDQ�VRIWZDUH�DSSOLFDWLRQV

KHOS�PH�WR�DFKLHYH�WKLV�"

:KDW�GRHV�

P\6$3 )LQDQFLDOV�RIIHU�"
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,QWHJUDWHG 6WUDWHJLF (QWHUSULVH 0DQDJHPHQW 3URFHVV

Adapt StrategyAdapt Strategy

FeedbackFeedbackSTRATEGY

ExecuteExecute

CommunicationCommunication

Planning /
Simulation
Planning /
Simulation
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Increase
Internal

Economic
Transparency

Executive & 
Controller 

Portal

Manager 
Portal

Finance &
Controlling

Executive DSS Self Services Manager DSS Self Services

Enrich 
Relationship

Throug
Value Adding

Services

Investor
Portal

Online Analysis, Information Push Services

)LQDQFLDO DQG 0DQDJHPHQW 3RUWDOV
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CRM
(Siebel)
CRM

(Siebel)

E-Business Accounting Operations Analytic World

Strategy & 
Enterprise

Management

Accounting
“Engine”

Business Analytics

Reporting

SHARED MASTER DATA  AND META DATASHARED MASTER DATA  AND META DATA

SHARED BUSINESS FUNCTIONSSHARED BUSINESS FUNCTIONS

))OHOH[LELOLW\[LELOLW\
LQ LLQ LPPSSOOHHPHPHQWQWLLQJQJ
QQHZ V\VHZ V\VWWHPVHPV DQDQGG

SSUURRFFHVHVVVHVHV

+L+LJJKK OOHYHOHYHO RRII
IOIOHH[[LLELOLW\ELOLW\ IIRURU
XXVVHUHU DQDQGG

EEXVXVLLQQHHVV GULVV GULYHYHQQ
PPRGRGHOOHOOLQLQJJ��

DQDQDO\VLV�DO\VLV� DQDQGG
VLPXVLPXOODWDWLRLRQQ

+L+LJJK GK GHHJJUHUHH RIH RI RRQOLQOLQQHH
SSUURRFFHVVHVVLQLQJJ DQDQGG
DDXWXWRPRPDWLDWLRRQ�Q�

DVDVVVXULXULQQJJ FRFRQVLVQVLVWWHHQQF\F\
DQDQGG DFFDFFXXUUDDFF\\ RRII
ILILQDQQDQFFLLDODO GGDDWWDD

HR
(PeopleSoft)

HR
(PeopleSoft)

R/3
(SAP)
R/3

(SAP)

$ QHZ (�%XVLQHVV ,QIUDVWUXFWXUH IRU )LQDQFH 	 &RQWUROOLQJ

Other
Systems

Other
Systems
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More about „Management in A New Economy“  
in the speaker’s book - German edition:

Management in einer Neuen Wirtschaft
Intangible Assets oder die Kunst, Mehrwert zu schaffen

by Jürgen H. Daum

including case studies of leading companies and interviews with 
international thought leaders like David Norton, co-author of the 
Balanced Scorecard concept, and Leif Edvinsson, father of the 
concept of Intellectual Capital

Contents:
- The End of Industrial Capitalism and of Traditional Management
- Factors of Corporate Success in A New Economy
- The New Role Corporations Play in Society
- The Evolution of Enterprise Structures and Organisational Assets
- Management Instruments of the Future
- Challenges for the CIO and CFO

more info about the book’s topic at the author’s 
website at: www.juergendaum.com

Galileo Business
ISBN 3-89842-112-0, Sept.2001

The English edition is planned to
follow soon after the German edition
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� No part of this publication may be reproduced or transmitted in any form or for any purpose without the 
express permission of SAP AG. The information contained herein may be changed without prior notice.

� Some software products marketed by SAP AG and its distributors contain proprietary software components 
of other software vendors.

� Microsoft ®, WINDOWS®, NT®, EXCEL®, Word ®, PowerPoint ® and SQL Server® are registered trademarks of 
Microsoft Corporation.

� IBM®, DB2®, OS/2®, DB2/6000®, Parallel Sysplex ®, MVS/ESA®, RS/6000®, AIX®, S/390®, AS/400®, OS/390®, and 
OS/400® are registered trademarks of IBM Corporation.

� ORACLE® is a registered trademark of ORACLE Corporation.

� INFORMIX®-OnLine for SAP and Informix ® Dynamic ServerTM are registered trademarks of Informix Software 
Incorporated.

� UNIX®, X/Open®, OSF/1®, and Motif ® are registered trademarks of the Open Group.

� Citrix ®, the Citrix logo, ICA ®, Program Neighborhood ®, MetaFrame ®, WinFrame ®, VideoFrame ®, MultiWin ® and 
other Citrix product names referenced herein are trademarks of Citrix Systems, Inc.

� HTML, DHTML, XML, XHTML are trademarks or registered trademarks of W3C®, World Wide Web 
Consortium, Massachusetts Institute of Technology.

� JAVA® is a registered trademark of Sun Microsystems, Inc. 

� JAVASCRIPT® is a registered trademark of Sun Microsystems, Inc., used under license for technology 
invented and implemented by Netscape.

� SAP, SAP Logo, R/2, RIVA, R/3, SAP ArchiveLink, SAP Business Workflow, WebFlow, SAP EarlyWatch, BAPI, 
SAPPHIRE, Management Cockpit, mySAP.com Logo and mySAP.com are trademarks or registered 
trademarks of SAP AG in Germany and in several other countries all over the world. All other products 
mentioned are trademarks or registered trademarks of their respective companies.
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