
22 TechNews   |   www.njtc.org   |  February 2014

Ancero is now authorized to resell services 
from one of the leading worldwide providers 
of IP-based communications to businesses.

AT&T Partner Exchange
 Platinum Solution Provider

AT&T Partner Exchange
 Gold Solution Provider

AT&T Partner Exchange
 Silver Solution Provider

AT&T Partner Exchange
 Solution Provider

Transform your business with  
solutions powered by AT&T.

Learn more at www.ancero.com

• AT&T Virtual Private  
Network Service

• AT&T Synaptic 
Storage as a 
ServiceSM

• AT&T Managed 
Internet Service 

32462_Ancero NJTC_FIN.indd   1 6/4/13   12:09 PM

Today’s business landscape is vastly different from 50 years ago, 
particularly in terms of the tools that are used to manage information. 
For the first half of the 20th century, information was largely paper-
based and processed by human hands, sometimes in concert with 
tabulating machines, an early precursor to the computer.  

Then, in the 1950s and 60s, banks and insurance companies led the 
adoption of computer technology in the private sector, as their volume 
of business transactions could no longer be processed by armies of 
clerical staff.  During this early phase, application software was mostly 
custom-developed. The high-cost of computer hardware, and the 
people that knew how to program it, limited the use of computers and 
software to only the very largest corporations and government entities.

Today, the benefits of low-cost computing devices and communication 
technology have enabled businesses of varying sizes to use computer 
software for a variety of business processes ranging from accounting 
and billing, to product design, manufacturing planning and plant 
automation. As the information technology industry matured, the 
need to develop custom software diminished significantly, as software 
companies sprang up to develop software products ranging from word-
processors and email solutions to complex ERP systems.

We now have a wide choice of COTS (Commercial off the Shelf) 
software and SaaS (Software as a Service) products to meet a plethora 
of business requirements. Yet many companies still choose to develop 
custom software applications in-house, or outsource the development of 
custom applications to one or more application development vendors. 
The decision to build a custom application, buy an existing software 
product, or some combination of the two (buy an existing product and 
then configure/customize parts) can be confusing given the bewildering 
choices available.

A closer look at the customization spectrum (COTS, customized COTS, 
custom) highlights differences in a number of key areas, including:

• Degree of Application “Fit:” A “vanilla” COTS implementation 
is least likely to fit the business requirements, while a customized 
COTS implementation would have a better fit. A custom software 

implementation would have the best fit to specific business requirements.
• Implementation Cost:  Generally speaking, a COTS solution would 

have the lowest implementation cost as the profit model of the software 
vendor does not pass the entire development cost to a single licensee. 
In the case of a custom application, however, the entire development 
cost is borne by the user organization. The cost of implementing a 
customized COTS solution would fall somewhere between these two.

• Support and Maintenance Cost: Typically, a COTS solution 
costs less from an on-going maintenance perspective than a custom 
application, although the cost of upgrades of many enterprise-class 
applications (including subscription options in many cases) can exceed 
those for custom applications. Also the degree of customization in a 
customized COTS solution can impact the upgrade costs significantly.

• Implementation Time:  Since a COTS application has been 
developed and tested by a software vendor, the implementation 
time tends to be significantly shorter than for a custom application 
whose implementation time includes the entire development cycle. A 
customized COTS implementation would take longer than a “vanilla” 
COTS implementation but still have a shorter implementation time-
line than a custom application.

• Internal IT Competencies:  A COTS solution is primarily 
implemented and supported by vendor staff.  As such, the business 
using the software application does not require significant expertise 
in software development and support. Custom software, on the other 
hand, requires in-house competencies in software development and 
support, although it is possible to outsource both development and 
support. Many businesses that opt for custom applications these days 
outsource the bulk of the development and support effort.

The above comparison indicates that the “buy” approach enjoys 
many advantages over the “build” approach, yet examples abound 
of custom application development. In fact, in a recent IT survey 
conducted by DATA Inc., 66 percent of the respondents listed custom 
application development as their top investment priority. So what 
factors are driving the choice to build rather than buy?

Application Software: Build or Buy? 
Should you build a custom application, buy an existing software product, 

or some combination of the two (buy an existing product and then configure/customize parts)? 
That is the question perplexing many chief executives. 
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A common driver for businesses to choose the build option is the 
absence of available COTS solutions to adequately meet their business 
requirements – a case of poor fit. Frequently, a custom application is 
required to support a process unique to the business. A major benefit 
of a custom application is the ability of the business to easily modify 
the software as the organization makes further improvements or 
changes to its business process. Most organizations that use custom 
applications cite the ability to support unique business requirements 
and continuously improve both business process and applications as a 
key driver for the build decision. 

This leads us to the core theme behind choosing to build or buy. 
Build is the clear choice when the application supports a unique 
business process that gives the organization a significant competitive 
advantage. Business processes that are part of an organization’s “core 
competency” are typically those supported by custom applications, 
as they create differentiation. In this case, the benefits of custom 
application development significantly outweigh the disadvantages in 
the long term. Non-core processes are usually well served by COTS 
applications as they do not form a basis for competition. It is worthwhile 
to point out here that ERP systems such as SAP are nominally COTS, 
however most businesses that implement an ERP system spend very 
significant amounts of time and money to configure and even customize 
the system to best suit their unique business requirements creating what 
is arguably a custom system based on a COTS package.

Having identified the primary criteria for the build decision, let’s review 
the factors that help a business successfully build a custom application:

• The ability to clearly document business requirements. In the event 
that in-house business analyst resources are not available, it is possible 
to outsource the documentation of requirements to a consulting firm 
that will work with the business users to articulate and document 
requirements.

• The ability to design, develop, test, and deploy the custom application 
and manage the entire project. Many businesses have internal IT 
organizations with the capability to execute such a project in its entirety 
or outsource parts of the project to partners. It is common today for 
businesses that have a significant portfolio of custom applications to 
keep the core business knowledge in-house while outsourcing most of 
the development and testing work to a vendor. In such cases, a team of 
in-house subject matter experts (SMEs) works with vendor personnel. 

Regardless of whether the application is developed in-house or by a 
vendor, it is critical to ensure continuity of internal expertise and plan 
for employee turnover. Professional application development vendors 
use software development best practices that require a level of formal 
documentation that mitigates attrition risk. That said, it is critical that 
the application development vendor be carefully selected, with an 
established track-record within the end-user’s industry.

• The ability to provide end-user support and application support and 
maintenance. This includes basic help-desk support as well as technical 
support to manage production issues, resolve problems, upgrade 
software components, and add new features and enhancements.  
Support is another process that can be delivered through in-house 
resources, through vendor personnel, or a combination of both.

• The ability to continuously improve business processes and the 
custom applications that support them. When a business builds custom 
applications to support processes that create competitive advantage, it 
is essential to continuously improve on both, in order to maintain that 
advantage. Software applications need to be modified not just to add 
new features, but also to adapt to new technology that is constantly 
being developed.

In the context of application software, businesses have sourcing 
options across the buy/build spectrum from COTS software, through 
customized COTS to fully custom-built. One-size does not fit all. 
COTS software products are available for a variety of business 
processes, with varying features at different price-points. For basic/
support business processes that do not differentiate the business or 
deliver competitive advantage, standard COTS products yield benefits 
of short implementation cycles, and moderate implementation and 
support costs. For processes that clearly differentiate the business and 
provide competitive advantage, a well-implemented customized software 
application is a better long-term solution. It may be possible to take a 
customized COTS approach if there is a product that is flexible enough 
to be configured/customized to meet the exact business requirements. 
Absent such a product, a custom application built specifically to meet 
business requirements can deliver the desired results.

While custom applications require a greater degree of in-house 
involvement and oversight, the significant business benefits that are 
derived justify the costs and efforts. This is borne out by the large 
number of businesses that continue to invest in custom applications. n
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