LINUX and the Open Source Movement

What is LINUX?

Linux is a UNIX like operating system created by Linus Torvalds in 1991 and posted freely on the Internet.  The source code for the Linux OS and Linux software is freely available for people to use and contribute to because of the General Public License (GPL) under which Linux is published.  The “free software” or “open source” concept has excited and encouraged developers, causing Linux to become a major competitor in the OS field.

International Data Corp. (IDC) research states that Linux was the fastest-growing server operating environment in 1998, growing more than 190 percent in that year alone and capturing more than 15.8 percent of the  4.4 million revenue shipment server operating systems market segment.

The Open Source Idea

The philosophy of the open source movement is to provide both control and quality to users by encouraging cooperative development worldwide.  Other major IT companies are jumping on the open source bandwagon.  For example, Apple Computer released the open source kernal for its latest Mac OS X operating system and Netscape has released the source code for its latest browser.  These companies hope to boost their reputations and gain developer enthusiasm similar to that experienced with Linux.

How To Make Money in the Linux Environment

A few years ago, companies were extremely reticent to develop products for Linux because its users refused to pay for software.  Traditional sources of profits through software patents and licensing are virtually impossible in the Linux arena.  Major providers, however, are developing extremely successful businesses through service relationships.  Even in the world of proprietary software, service revenue is preferable to licensing revenue because it's perpetual. For instance, when Oracle (ORCL) announced last year that its service revenue dropped in proportion to licensing revenue because of competition from other service providers, its stock began a free fall from which it has just begun to recover.  

Software services means helping companies use software and computers in the most efficient way. Services revenue is valuable because it has high margins and is recurring. When Oracle sells a license for its database software, it also sends consultants to the customer to teach it how to best use the software. While profit margins on the license might be higher, the consultants' fees are more valuable because they can lead to other software sales and to a relationship that lasts for years. It's a lesson that IBM (IBM) learned in the early 1990s -- and that has helped transform it into a computing services giant.

Public Perception of Open Source

According to a recent Harris Interactive Inc./Reputation Institute survey, Red Hat (one of the leading Linux developers and service providers) placed in the Top 20 “best regarded” technology companies and in the Top 10 companies demonstrating “vision and leadership” 

Red Hat's high standing in the survey results is remarkable given the relatively small size of the company compared to the survey's other leaders. Red Hat finished just behind IBM and Motorola and slightly ahead of Yahoo! and  3COM. 

"This is a tremendous ratification of the strength of our brand. We're delighted with the results of this survey because it confirms our view that open source software and our business model are held in high regard by the public," said Matthew Szulik, president and CEO of Red Hat, Inc 

Red Hat's numerous alliances with industry leaders and the demand for Linux-based applications has created open source support from many of the industry's leading software and hardware manufacturers, including Compaq(R), Computer Associates, Corel, Dell, Gateway, Hewlett-Packard, IBM, Intel, Netscape, Novell, Oracle(R) and SAP(R). 

Challenges to the Open Source Philosophy

One of the greatest challenges to the Linux  community as they perceive it, is that of patent infringements.  Developers are nervous about the possibility that the major IT companies, who have developed large intellectual property portfolios, will start asserting patent rights against the open source community.  To combat this threat, some have suggested that Linux supporters develop IP portfolios to be used defensively against those companies.
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