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Functions of ERP Systems

• Supply Chain Management (SCM)

 (e.g. inventory management, supply chain planning)

• Sales & Marketing

 (e.g. pricing, contact management)

• Customer Relationship Management

 (e.g. customer contact, call center support)

• Financial Management

 (e.g. cash management, invoicing)

• Human Resource Management (HR)

 (e.g. recruitment, training)

• Manufacturing

 (e.g. resource & capacity planning, material 
requirements planning)

Functions of an ERP system:

 Usually organized in a modular way
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ERP Software:  Reasons for Use

Optimization of company internal processes 



 

Integration and automation of tasks that are part of 
the business processes of a company



 

Company-wide information flow



 

Consistency and timeliness of data



 

Standardization of data



 

Uniform application



 

Exploiting the advantages of standard software

Enterprise Resource Planning (ERP)

Standard business software for integrated information 
processing, used to process company-wide data for routine 
tasks in the different departments of a company.

Reasons for useReasons for use

ScopeScope
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Steps in the Selection Process



 

Step 1 and 2 need to be taken when selecting proprietary and Open Source Software



 

Having done the selection does not mean that work is finished. 
Intensive maintenance and system adaptations are required during

 

use.

Analyzing the current business processesAnalyzing the current business processes

Producing a »system requirements specification«
covering selected requirements
Producing a »system requirements specification«
covering selected requirements

Forwarding the specification and analyzing the 
feedback of ERP vendors

 

Forwarding the specification and analyzing the 
feedback of ERP vendors

Detailed analysis of selected ERP systems in workshops 
and visits to reference customers

 

Detailed analysis of selected ERP systems in workshops 
and visits to reference customers

Final selection of ERP systemFinal selection of ERP system

1st

 

step

 
Goal definition and as-is analysis

Kicking off the projectKicking off the project

2nd

 

step

 
Preparing a requirements 

specification

3rd

 

step

 
Selecting a system

Implementation and system useImplementation and system use
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What is Open Source Software? A Brief Summary


 

Started in the 1980s: Foundation of the Free Software Foundation

 

(FSF)

  Definition of criteria to define free software:


 

Freedom to run the program for any purpose



 

Freedom to study and modify the program



 

Freedom to redistribute copies



 

Freedom to distribute copies of modified versions



 

The name „Free Software“

 

was often criticized 
(„Free“

 

was meant to refer to Freedom, but was often understood as Free of charge)



 

In the late 1990s: Foundation of the Open Source Initiative (OSI)


 

Definition of Open Source Software via 10 criteria:


 

Free redistribution



 

Software must not restrict other software



 

Software must be technology-neutral



 

…



 

Today, OS Software solutions are widely used for private purposes (multimedia, games, web-

 browsing, file sharing, etc.) but in the business sector, utilization is still in its infancy.

Free Software Foundation: http://www.fsf.org

 

Open Source Initiative: http://www.opensource.org
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Why Use Open Source Software?



 

Many enterprises are not considering an Open Source Software solution



 

If they do, they are primarily interested in lower costs



 

Open source Software often has the potential to lower costs while increasing 
functionality and flexibility (e.g. firefox)  Consideration of total cost of ownership

Bertschek, I.; Döbler, T: „Open Source Software and IT-Security“

 
Enterprise survey 2005 in Baden-Württemberg, Germany

Reliability

Low costs 
(licenses)

Flexibility

Security

Support of 
OS concept

Low costs 
(implementation)

Autonomy

Support

Know-how

 

(employee)
Know-how

 

(business partner)

percentage of mentions percentage of mentions

Satisfied with 
current software

No issue

No need

Costs of change

Missing know-how

Not available for 
specific needs

Existing license 
agreement

IT industry

User industry

Factors for

 

the use of OS-software

Applies completely

Applies predominantly

Applies more or less

Does not apply

Factors against

 

the use of OS-software
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Business Models



 

Dual licensing.

 The same software is offered for free with open source license and a commercial license. 
(Due to the viral character of open source license, any proprietary software may not be 
connected without making it open source.)

 (e.g. MySQL)



 

Open core (or split open source/proprietary). 
Basic version of the software is open source, additional functionality in commercial version. 



 

Selling services.

 A company offers services (training, consultancy, selection, customization, integration and 
support), only charging the added value. 



 

Indirect revenues. 
Developers expect revenues from other products not directly connected with the open source 
code (e.g. providing open source driver software for hardware instruments).



 

Partnerships and donations. 
Some open source projects are funded by business partners or accept donations

 (e.g. the Mozilla Firefox web browser contains built-in search engines due to the sponsorship of 
Google and other companies.)
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Study on „Open Source ERP Software“

 Objective


 

Market research



 

Compile a current list of existing 
Open Source –

 

ERP –

 

Systems

 (focus on systems suitable for 
manufacturing enterprises)

 Definition of criteria to evaluate the 
systems 


 

General information



 

Functionality



 

Flexibility



 

Support



 

Continuity

 Description of the systems

Screenshot

 (example)

 

Screenshot

 (example)

Key figures

 (e.g. year of 
development)

 

Key figures

 (e.g. year of 
development)

Brief

 description

 

Brief

 description
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Systems on Close Examination



 

Open Source Enterprise Resource Planning (ERP):

 Analysis of 14 different and independent systems


 

Focus on systems suitable for manufacturing 
enterprises



 

Focus on small and medium enterprises (SMEs)



 

Definition of criteria considering the differences 
compared to proprietary software (e.g. the 
uncertainty of future support)



 

Evaluation of the systems in most cases via 
internet research (websites of developers and 
distributors)
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System Evaluation via Criteria


 
Since open source systems fundamentally differ from proprietary 
systems, the criteria to evaluate such systems need to be adapted



 
Concerning the study, criteria have been researched concerning 
-

 

General information

 

-

 

Functionality

 -

 

Continuity

 

-

 

Flexibility

 -

 

Support
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Conclusion



 

Study analyzes 14 open source ERP systems



 

ERP systems are not very widely used, yet there are a 
number of systems that provide support for 
manufacturing-related areas



 

Vary greatly in functionality (as proprietary systems)



 

Additional criteria needed to evaluate systems 
(e.g. update frequency, usage of forums)



 

A „plug and play“-ERP does not exist

  Integrating professional support providers is a 
suitable way to create alternatives to proprietary 
systems



 

Long-standing systems are very sophisticated (e.g. 
AvERP, OpenERP )



 

With „newcomers“, it remains to be seen whether they 
are pushed by a large and active community (e.g. 
Tryton) Contact and download („free“)

www.fraunhofer.hu
www.ipa.fraunhofer.de/corporatelogistics
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Thank you for you attention,

any questions?
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