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E X E C U T I V E  S U M M A RY

Most ERP decisions are made on the upfront quote — and most ERP regrets come from 
everything that wasn't in it. This paper breaks down the true total cost of ownership (TCO) 
of an ERP in India: the visible costs, the hidden ones, and the structural difference 
between licensed and open-source systems. The goal isn't to push a product — it's to 
give you a framework to compare options honestly, so the number you commit to is the 
number you actually pay.

Why sticker price is the wrong number
When finance evaluates ERP, the instinct is to compare quotes. But an ERP quote is a snapshot of one 
vendor's assumptions about your scope — and scope is exactly what varies. Two proposals with very 
different prices might be quoting very different projects. Worse, the upfront figure often excludes the 
costs that dominate the multi-year picture: licences that recur, support that scales, and the internal time 
your own team pours in.

Total cost of ownership reframes the question from 'what does it cost to buy?' to 'what does it cost to 
own and run for the next three to five years?' That's the number a CFO should underwrite.

The five components of ERP TCO
Whatever ERP you choose, its true cost falls into five buckets. Getting a clear read on each — and how 
it behaves as you grow — is the whole job.

1 Software licensing
for proprietary ERP, usually per-user and recurring; for open-source ERP, no licence fee.

2
Implementation
scoping, configuration, customisation, data migration, testing, training and go-live. Usually the 
largest one-time cost.

3 Hosting & infrastructure
cloud or on-premise servers, storage, backups and the people to run them.

4 Support & maintenance
upgrades, monitoring, fixes and on-call help after go-live (AMC).

5 Internal cost
your team's time in selection, testing, change management and the go-live productivity dip.
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The costs buyers most often miss
The visible costs are easy. The TCO surprises almost always come from the same places — worth 
pressure-testing every proposal against them.

Per-user licence creep — a per-seat model that looks cheap at 10 users can dominate cost at 50.

Customisation lock-in — bespoke work that's cheap to build but expensive to maintain through 
upgrades.

Integration costs — connecting the ERP to e-commerce, payments, banking or existing apps.

Data migration — clean data is quick; messy legacy data is not, and it's rarely scoped honestly.

Change management — the training and adoption effort that determines whether the ERP is used 
or abandoned.

Exit cost — how hard (and expensive) it is to leave if the fit is wrong. Proprietary lock-in raises this 
sharply.

Licensed vs open-source: a structural difference
The biggest single driver of long-run TCO is the licensing model, because it decides whether cost 
scales with your headcount. Licensed ERPs (SAP, Microsoft Dynamics and per-seat tools) charge per 
user, so cost grows as you add people — even if their usage is light. Open-source ERP like ERPNext 
has no per-user licence fee: you invest in implementation, hosting and support, and adding users 
doesn't multiply a licence bill.

That doesn't make open-source automatically cheaper on day one — a serious implementation is a real 
investment either way. But it changes the shape of the curve: open-source TCO tends to flatten as you 
scale, while per-seat TCO keeps climbing. For a growing business, that difference compounds.

How TCO scales: licensed vs open-source

Cost

Users / time

Per-user licence Open-source

Per-user licensing keeps climbing with headcount; open-source flattens. Illustrative trend — not to scale.
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A simple TCO comparison framework
You don't need a spreadsheet with false precision — you need the right questions asked consistently of 
every option. For each ERP on your shortlist, map:

One-time vs recurring — split every cost into upfront and ongoing, then project both over three to 
five years.

How each cost scales — with users, transactions, locations or data. Which costs grow, and how fast?

What's included vs extra — modules, users, support tiers, integrations. Assumptions hide here.

The internal load — how much of your team's time each option demands.

The cost to change your mind — lock-in, data portability and exit cost.

Where the money actually goes well
Cutting TCO isn't about buying the cheapest system — it's about spending where it pays back. In 
practice, the ERP investments that return the most are unglamorous: getting the scope right before you 
build, cleaning data before you migrate, and investing in training so the system is adopted rather than 
worked around. The single biggest destroyer of ERP value isn't the licence fee — it's an implementation 
nobody uses. That's a change-management problem, and it's the cheapest place to spend and the 
most expensive place to skimp.

How to get a TCO you can trust
The only honest path to a real number is scope. A credible partner will insist on understanding your 
processes, users and must-haves before quoting — and will give you a fixed-scope proposal that 
separates one-time from recurring costs, so you can see the multi-year picture, not just the invoice. If a 
quote arrives before anyone has understood your business, treat the number with suspicion: it's either a 
lowball that will grow, or padding to cover the unknowns.

K E Y  TA K E AWAY S

1 Compare ERP options on multi-year total cost of ownership, not the upfront quote.

2 The licensing model is the biggest long-run driver — per-user fees scale with 
headcount; open-source doesn't.

3 Budget for the costs buyers miss: integration, data migration, change management and 
exit cost.

4 The cheapest place to invest is scoping, clean data and training; the most expensive 
mistake is an unused system.

5 Insist on a fixed-scope proposal that splits one-time from recurring cost before you 
commit.
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FAQ
What is ERP total cost of ownership?
TCO is the full cost of owning and running an ERP over several years — software licensing, 
implementation, hosting, support and your team's internal time — not just the upfront purchase or 
implementation quote.

Is open-source ERP cheaper than licensed ERP?
Often on total cost of ownership, mainly because there are no per-user licence fees, so cost doesn't 
scale with headcount. A serious implementation is still a real investment, but open-source TCO tends to 
flatten as you grow while per-seat cost keeps climbing.

What ERP costs do buyers most often overlook?
Per-user licence creep, customisation maintenance, integration costs, messy data migration, change 
management/training, and exit cost if the fit is wrong. These usually matter more to multi-year TCO than 
the headline price.

Talk to a real ERPNext expert.
Call or WhatsApp +91 62358 66111  ·  info@acube.co  ·  acubeinnovations.com
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