
1

Microsoft Dynamics 365 + SAP: A case for Hub & Spoke

Do more
beyond the Core 
Microsoft Dynamics 365 + SAP:
A case for Hub & Spoke



2

Microsoft Dynamics 365 + SAP: A case for Hub & Spoke

Executive summary
Despite the many benefits, some businesses will be unable to fully migrate to Dynamics 365 in the 
near term. While this is unfortunate, there are still ways that Dynamics 365 can help them. 

Customers using another ERP system, such as SAP, can leverage Dynamics 365 as a “second-tier ERP” 
to run specific workloads; this is referred to as a multi-tiered business process architecture. By better 
handling these specific workloads, Dynamics 365 can help make their systems more efficient, flexible, 
scalable, and secure.

These second-tier ERP solutions support one of four types of workloads:

Direct 
workloads
Direct workloads augment 
Core ERP processes and 
create or service detailed 
transactions within the core 
ERP.

Examples include apps that 
manage time and expenses, 
budgeting, fixed assets, project 
accounting, enterprise asset 
management, procurement, 
and inventory.

Subledger 
workloads
Subledger workloads 
are detailed operational 
workloads of the Core ERP 
when the Core ERP is used 
strictly for financials.

Examples include 
systems that manage 
retail operations for a 
manufacturer, service 
operations for a retailer, and 
warranty operations.

Hub and spoke 
workloads
Hub and spoke 
implementations operate 
as standalone systems that 
integrate with the Core 
ERP to consolidate financial 
information.

Hub and spoke may be 
used for subsidiaries with 
tangential operations and 
to quickly integrate newly 
acquired companies.

Non-transactional 
workloads
Non-transactional 
workloads may not 
have direct transactional 
outcomes, but they shape 
master data or workflows 
that relate to the Core ERP.

Examples include apps 
that support master 
data management, case 
management, and sales 
force automation.
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Introduction
Despite the many benefits, some businesses will be unable to fully migrate to Dynamics 
365 in the near term. While this is unfortunate, there are still ways that Dynamics 365 can 
help them. 

These businesses may find their existing systems to be complex, inflexible, and lacking 
capabilities, making it difficult to innovate and grow their businesses. The following paper 
proposes a multi-tiered business process architecture – connecting Dynamics 365 solutions 
to their existing ERP solution – that can help overcome these challenges. 

With a multi-tiered business process architecture, customers using another ERP system, 
such as SAP, can leverage Dynamics 365 as a “second-tier ERP” to run specific workloads. 
By better handling these specific workloads, Dynamics 365 can help make their systems more 
efficient, flexible, scalable, and secure.

This paper is designed to explain how a multi-tiered business process architecture works, so 
you can better understand opportunities and develop better solutions. We hope you find 
it informative and useful.
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Evolution
From faster processors on smaller devices to near-ubiquitous connectivity, technology 
continues to push the boundaries of what is possible for today’s businesses. As technolo-
gy evolves to disrupt products, operations, and business models, organizations are being 
forced to think differently about their technology solutions. They must be more nimble 
than a complex one-size-fits-all solution allows, and they must work with greater efficiency 
than a system of custom built solutions can provide. 

Challenges
Many businesses have made significant investments in ERP systems to help streamline busi-
ness processes. Many of these systems, while powerful, face a handful of challenges: they 
are complex, they are inflexible, and they often lack “best of breed” SaaS capabilities. These 
challenges can impede a business’s ability to innovate, operate efficiently, and grow. 

In response, many organizations are moving to cloud-based ERP systems, like Dynamics 
365, which can provide greater speed and flexibility at lower costs. For many reasons, some 
businesses may not be in a position to migrate to the cloud right now; however, they may 
still require greater flexibility and capabilities than their existing solutions provide. Addi-
tionally, other businesses who have already migrated to the cloud may find gaps in their 
existing solutions that make it difficult for them to scale.

Historically, businesses have leveraged a series of manual workarounds to solve these chal-
lenges, tying together disparate systems and custom-coding new capabilities. Modern or-
ganizations have another option: a multi-tiered business process architecture for their ERP 
solution.

Common challenges
1. Inflexible Core ERP
2. Complex Core ERP 

implementation
3. Tangential workloads not 

well managed by Core ERP
4. Phased approach to cloud 

migration
5. Inability to standardize 

software beyond Core ERP
6. Local legal requirements
7. Acquisition integration
8. Divestment separation
9. Connectivity limitations
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Multi-tiered application architecture
How does a multi-tiered (or n-tiered) business process architecture work? To 
answer this question, let’s take a step back to understand how multi-tiered ap-
plication architecture works. The difference, simplified: application architecture 
refers to the layers of an individual application, business process architecture 
refers to how separate apps interact with each other. (It’s a little more nuanced 
than that, but we’ll get there.)

To understand multi-tiered application architecture, we can look at a common 
three-tiered architecture, which includes a presentation layer, an application lay-
er, and a database layer. The presentation layer contains the user interface, the 
architecture layer (sometimes referred to as the business logic layer) contains 
the logic and carries the workload for the app, and the database layer con-
tains the files and data. Common architectures may also include a service layer, 
which enables an application to provide services to other applications, and a 
persistent layer, which is a group of files used to communicate between the 
application and the database. 

These layers work together, but they run independently of one another. Thus, it 
may be the case that multiple presentation layers are interacting with the same 
architecture layer and different architecture layers may be interacting with the 
same database. Consider different connected devices running the same software 
in the cloud or a retail store and warehouse that simultaneously connect to a 
centralized inventory database.

Presentation
layer

Application
layer

Database
layer

Persistent layer

Service layer
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Multi-tiered business process architecture
Understanding multi-tiered application architecture, we can next explore multi-
tiered business process architecture. With multi-tiered business process archi-
tecture, businesses can run different, but integrated, application layers or ap-
plications. In the case of a multi-tiered ERP, a primary ERP system – sometimes 
referred to as the Core, Centralized, or Global ERP – acts as the financial hub for 
the organization, centrally managing core business data. A second tier of ERP 
solutions – connected to the primary system – provide unique functions and 
carry specific workloads.

These second-tier ERP solutions support one of four types of workloads:
• Direct workloads
• Subledger workloads
• Hub and spoke implementations
• Non-transactional workloads
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Direct workloads
Direct workloads augment Core ERP processes and are typically 
creating or servicing detailed transactions within the core ERP. 
These generally run at the presentation and application layer of 
the Core ERP. Examples include apps that manage time and ex-
penses, budgeting, fixed assets, project accounting, enterprise 
asset management, procurement, and inventory. 

Examples include apps that manage:
• Time and expenses
• Budgeting
• Fixed assets
• Project accounting
• Enterprise asset management
• Procurement
• Inventory
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Subledger workloads
Subledger workloads are detailed operational workloads of 
the Core ERP when the Core ERP is used strictly for financials. 
They may also be used to support operational workloads that 
are tangential to the primary business supported by the Core 
ERP. These applications generally run independently from – but 
integrated into – the Core ERP. Examples include systems that 
manage retail operations for a manufacturer, service operations 
for a retailer, warranty operations, and professional services for 
internal organizations. 

Examples include systems that manage:
• Retail operations for a manufacturer
• Service operations for a retailer
• Warranty operations
• Professional services for internal organizations
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Hub and spoke implementations
Hub and spoke implementations typically support one or more 
subsidiaries of the parent organization that is running the Core 
ERP. In effect, these operate as standalone systems that inte-
grate with the Core ERP for consolidation of financial informa-
tion. Hub and spoke implementations might be used for sub-
sidiaries with tangential operations, for foreign subsidiaries, to 
quickly integrate newly acquired companies, and to separate 
operations that may be divested at some point. 

Hub and spoke implementations might be used for:
• Subsidiaries with tangential operations
• Foreign subsidiaries
• Acquisitions
• Operations that may be divested
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Non-transactional workloads
Non-transactional workloads differ slightly, in that they may not 
have direct transactional outcomes, but they shape master data 
or workflows that relate to the Core ERP. Examples include apps 
that support master data management, case management, 
sales force automation, workflow management, and human 
capital management. 

Examples of Non-transactional workloads include apps 
that support:
• Master data management
• Case management
• Sales force automation
• Workflow management
• Human capital management
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When should a business use a multi-tiered ERP?
When should businesses use a multi-tiered ERP? Let’s start by acknowledging that the best 
option for companies is to leverage a single cloud-based ERP system across their business 
that is scalable and allows for flexible deployment. This is not just a plug for Dynamics 
365, it’s also the truth. But it’s also the reality that many companies aren’t in a position to 
migrate their ERP to the cloud right now, and many existing ERP solutions still lack certain 
capabilities. Business leaders must ask, “What type of solution will meet our business 
needs, and how can we implement a solution with minimum custom development and 
employee impact?”

Businesses that are using SAP (or a similar ERP system) as their Core ERP, and are unable 
to fully migrate to Dynamics 365, can still leverage Dynamics 365 as their second-tier ERP, 
which will allow them to take advantage of many of the solutions and benefits Dynamics 
365 offers. This might include running Direct workloads to handle tasks like expense man-
agement, time tracking, and expense tracking; it might include running Dynamics 365 for 
Retail or Dynamics 365 for Customer Service as Subledger workloads; it might include run-
ning Dynamics 365 for Talent as a Non-transactional workload; and it might include setting 
up Dynamics 365 for Finance and Operations, with supporting apps for Retail and Talent, 
when launching a new division abroad. 

Through the cloud, Dynamics 365 gives businesses intelligent, flexible solutions that can be 
integrated into their Core ERP. This provides the benefits of Dynamics 365 and the cloud, 
helping to support their business goals.

Digital transformation 
guiding principles
Customer 360
Data drives intelligence and 
delivers value

Empowers employees and 
delights customers and 
partners
Enable collaboration and 
easier business engagement 

Process digitization
End-to-end simplification 
and automation of systems, 
processes, and policies 

Speed to value
Bring products and services to 
market with customer-focused 
value realization
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Use cases
There are many opportunities to leverage a multi-tiered ERP with Dynamics 365. The fol-
lowing examples are designed to share common use cases and illustrate how Dynamics 
365 may be leveraged.

• Expanding capabilities into new functional areas
• Adding new business units (new offices)
• Expanding into new markets
• Replacing an aging system
• Phased migration to the cloud
• Acquiring a new business
• Divesting an existing business unit
• Consolidating custom applications
• Meeting regulatory requirements
• Overcoming limitations



16

Microsoft Dynamics 365 + SAP: A case for Hub & Spoke

Use case

Expanding capabilities into new functional areas
Challenge: A service business wants to add employee self-ser-
vice functionality to their ERP, but their Core ERP does not offer 
this option. They’re considering custom code, but they want 
something fast and flexible. 

Solution: By carrying a Direct workload, Dynamics 365 for Fi-
nance and Operations’s employee self-service solution can be 
connected directly into the businesses Core ERP, offering new 
functionality with minimal customization.

Benefits: Fast time to value, flexible, secure



17

Microsoft Dynamics 365 + SAP: A case for Hub & Spoke

Use case

Adding new business units
Challenge: A west coast manufacturing business is expanding 
operations to the east coast. They don’t have an easy way to 
connect their new offices with their existing on-premise ERP di-
rectly, and one of their warehouses is in an area with unreliable 
internet.

Solution: Through a Hub and spoke implementation, the man-
ufacturer can quickly get their east coast operations up and run-
ning on Dynamics 365. By leveraging a hybrid cloud solution, 
they can help limit the impact of network disruptions at their 
warehouse.

Benefits: Efficient, flexible, scalable, limit network disruptions
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Use case

Expanding into new markets
Challenge: A US-based retailer is expanding operations into 
EMEA. They need to set up an ERP system to manage local op-
erations quickly, but they need the system integrated with their 
primary ERP system in the US. They also need to make sure their 
systems are compliant with new EU regulations.

Solution: Through a Hub and spoke implementation, the man-
ufacturer can quickly set up Dynamics 365 for the EMEA sub-
sidiary. Dynamics 365 is compliant with EU regulations and can 
feed directly into their Core ERP, so their teams in the US have 
the latest data from their global teams.

Benefits: Scalable, reduce risk, flexible
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Use case

Replacing an aging system
Challenge: A growing logistics company is trying to move from 
an old, complex legacy ERP system to the cloud, but the system 
is so customized and convoluted that they don’t know where to 
begin with the upgrade. 

Solution: By migrating workloads to Dynamics 365, the compa-
ny can begin migrating pieces of their ERP to the cloud, allow-
ing them a phased approach to migration. 

Benefits: Flexible, efficient, fast time to value, lower total cost 
of ownership
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Use case

Phased migration to the cloud
Challenge: A services organization wants to migrate its ERP to 
the cloud but does not have the resources to make the move at 
once, so they’ve decided to “wait until the time is right.”

Solution: The perfect time to update your system is always “a 
year ago.” There’s never a time when everything will be perfect 
and ready to make the shift, but by taking a phased approach, 
migrating specific workloads or business units to Dynamics 365 
first, the organization can lighten the impact of the migration. 
For example, they may first move non-transactional workloads 
to Dynamics 365, followed by any subsidiaries or smaller busi-
ness units. They may then migrate their larger business units, 
and finally, migrate their Core ERP to Dynamics 365.

Benefits: Flexible, fast time to value, scalable, efficient
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Use case

Acquiring a new business
Challenge: An insurance company just acquired a small com-
petitor and wants to quickly integrate the new business into 
their own; however, setting up the new business with their ex-
isting ERP is slow and costly. Furthermore, the new team is not 
familiar with these tools, and the company is hesitant to disrupt 
the newly acquired team too much, too quickly.

Solution: By rolling out Dynamics 365 as a Hub and spoke im-
plementation, the company can quickly get the newly acquired 
business on a system that can directly integrate with their Core 
ERP. Additionally, because Dynamics 365 relies on tools and in-
terfaces that the new business is familiar with – such as Excel 
– the learning curve is significantly shortened.

Benefits: Fast time to value, efficient, flexible
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Use case

Divesting an existing business unit
Challenge: A manufacturer is consolidating their business fo-
cus; as a result, they are selling one of their business units. Their 
existing ERP is complex and heavily custom coded, so they are 
worried that it will create challenges when offloading the busi-
ness unit.

Solution: Through a Hub and spoke implementation or Sub-
ledger workload, the manufacturer can implement Dynamics 
365 for the business unit. The system can connect to the Core 
ERP to give business leaders visibility into the group; however, 
it will allow the business unit to run more independently from 
the Core ERP. This will make divesting easier and will also enable 
the acquiring company to more quickly integrate and get value 
from said business unit.

Benefits: Flexibility
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Use case

Consolidating custom applications
Challenge: After years of managing their primary ERP system, 
a large retail chain with many subsidiaries now has hundreds of 
custom apps deployed across their business. These customiza-
tions are difficult and costly to maintain and increasingly fail to 
meet the business’s evolving needs.

Solution: By deploying Dynamics 365 apps to handle Subledger 
workloads, Direct workloads, and Non-transactional workloads, 
the business can replace their network of custom coded apps 
with a set of highly refined, secure business applications. 

Benefits: Lower total cost of ownership, efficiency
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Use case

Meeting regulatory requirements
Challenge: A healthcare technology company with operations 
in Europe is struggling to keep their ERP system updated to 
meet changing EU regulations around healthcare and consum-
er protection. 

Solution: By leveraging Dynamics 365 in a Hub and spoke im-
plementation, the business can move their European operations 
onto a system and cloud that is compliant with necessary reg-
ulations.

Benefits: Reduce risk, security
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Use case

Overcoming limitations
Challenge: A manufacturer’s existing ERP has certain limita-
tions that make it difficult for the company to innovate and re-
alize their vision.

Solution: The manufacturer can move specific operational 
workloads to Dynamics 365, which will give them the speed and 
flexibility they need to innovate, while still keeping them inte-
grated with the Core ERP.

Benefits: Flexibility, efficiency, agility
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Challenges
While there are many benefits of multi-tiered ERP systems, which we will discuss briefly, 
we’d be remiss if we didn’t mention some key challenges. 

1. Data integration
When working with Subledger workloads or Hub and spoke integrations, organizations 
will need to integrate data across different systems. That being said, these integrations are 
often easier to configure and manage than the large number of customizations that may be 
required to achieve the same functionality within a single legacy system.
 
2. Possible duplication of resources
It may be the case that an organization is running separate, and redundant, applications or 
application layers. They may also have separate databases storing the same data. That said, 
the flexibility of these second-tier ERP applications should allow for easier consolidation 
over time. 

3. Management of multiple suppliers
When using different suppliers for your Core ERP and second-tier ERP, you will need to 
manage these different relationships and all of the elements that accompany them, such as 
contracts and billing.

4. Training employees on new systems
Implementing new systems requires extensive planning to ensure that all users of the new 
solution have access to the functionality and training that they need to do their jobs. One 
of the benefits of Dynamics 365 is that using familiar Microsoft tools and interfaces helps 
speed the learning curve for employees.
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Operational benefits
There are many benefits, both operational and financial, to this model that most certainly 
outweigh any of these challenges. 

1. Efficiency
Deploying and running workloads in the cloud make Dynamics 365 an incredibly efficient 
solution. Cloud deployment means businesses no longer have to manage physical data 
centers, it makes updating software easier – which means employees will always have ac-
cess to the latest features and security patches – and it allows businesses to make changes 
in one area of their business without impacting their Core ERP.
 
2. Flexibility
From cloud deployment options to a growing set of tools and capabilities, Dynamics 365 
provides businesses with the flexibility they need to grow their business. 

3. Scalability
Dynamics 365 makes it easy and efficient for businesses to scale. Businesses can easily 
duplicate instances to new regions as they expand, helping them get up and running fast-
er. Cloud deployment options also provide greater resource elasticity and flexible pricing, 
which reduces costs and risks for growing businesses.

4. Security
Cloud deployments make it easier to keep teams updated with the most recent software. 
Not only does this mean they always have the latest features, but it means they also have 
all of the latest security updates.
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Financial benefits
1. Lower Total Cost of Ownership (TOC)
Dynamics 365 can help lower costs for a business. Cloud deployment brings many cost 
savings – moving from OPEX to CAPEX with scalable pricing. 
 
2. Faster Time to Value
Dynamics 365 helps deliver faster time to value. Instead of wasting time implementing a 
monolithic solution, Dynamics 365 can help businesses get up and running faster. Easier 
updates through the cloud mean companies can maximize the value of their software, get-
ting the latest features into employees’ hands sooner. And with familiar interfaces and tools 
– like Excel – teams will require less training and time to get comfortable using the software. 
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For more information
Microsoft Dynamics 365
www.dynamics.microsoft.com

For more information about Mi-
crosoft products or services, call 
the Microsoft Sales Information 
Center at (800) 426-9400. In 
Canada, call the Microsoft Can-
ada Order Centre at (800) 933-
4750. Outside the 50 United 
States and Canada, please con-
tact your local Microsoft sub-
sidiary. To access information 
via the World Wide Web, go to:
www.microsoft.com

www.microsoft.com/itshowcase 

IT Showcase  

Best practices
• Reduce the time and cost of custom development by using and adapting the built-in 

services and functionality of Microsoft Dynamics 365.
• For greater agility, create reusable components based on the core Dynamics 365 func-

tional types.
• Data quality is essential to an effective ERP solution. Spend the time to define data 

structures before starting to build a solution.
• A two-tier ERP is a preferred model for many enterprise businesses. If your IT has a 

primary ERP system that is expensive to customize, look for ways to use Dynamics 365 
on a second-tier business spoke ERP systems to deliver value for individual business 
needs.

• A common platform to extend functionality without learning a new platform each 
time a solution is rolled out (Concur, Ariba, Field Glass, ServiceNow, etc.) 

• Integration with everything using microservices architecture
• Fewer tools = less complexity = more productivity
• Stronger security and identity management

https://www.microsoft.com/itshowcase
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