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01 HOW TO BUY 
CUSTOM SOFTWARE 

of custom software in-house. They 
employ all the trades necessary for 
this endeavor, and in order to burst 
capacity, they maintain a network of 
contract specialists. They also spend 
a considerable amount of money not 
only for salaries of specialists but 
also for the management and tooling 
infrastructure required to operate a 
software  engineering department. 

Many growing mid-market compa-
nies -- especially those in tradition-
ally non-IT industries -- cannot invest 
in this level of infrastructure, and 
most struggle to determine the right 
way to buy custom software. For 
context in this white paper, building 
custom software can also be called 
software development, application 
development, and even computer 
programming.

Software has the power to propel 
a business forward.  It also has the 
power to saddle a company with 
ongoing maintenance costs and 
other unforeseen financial burdens. 
Many growing companies find 
themselves struggling to determine 
when to build custom software for 
themselves and how to do it.  Very 
large companies in the Fortune 5000 
build and maintain large portfolios 

SOFTWARE HAS 
THE POWER 
TO PROPEL 
A BUSINESS 
FORWARD. 



02
WHAT 
KIND OF 
SOFTWARE 
DO MOST 
MID-MARKET 
COMPANIES 
USE?

Even very small companies use 
software these days.  The most 
accessible software is online 
in the form of Software as a 
Service (SaaS), which are pre-
built software platforms that 
offer varying degrees of support 
and functionality for a monthly 
subscription fee.

Many new companies may start out by purchasing 
either Microsoft’s Office 365 or Google Apps for email, 
calendaring, and file sharing.  CRM and accounting are 
two other classes that are often satisfied by available 
COTS (commercial off the shelf) packages, most of which 
are still loaded and run on servers at a company owned 
facility.  That said, more and more COTS packages are 
being offered as SaaS so that customers don’t have to 
deploy and operate the software themselves, a solution 
that can drive the total cost of ownership down for many 
companies.  

Many growing mid-market companies turn to ERP 
systems to help them operate and manage more complex 
levels of operations. ERP systems come in different forms 
but many are also deployed and managed on-site. SaaS 
implementations, however, have been on the rise and 
many non-tech industries have gotten more comfortable 
with running their systems in the cloud. It’s also not 
uncommon for a company with high volume processes 
to require system integration with customer or partner 
systems in order to transfer business data quickly and 
without errors. 



03 CAN’T I CUSTOMIZE 
MY ERP TO FIT ANY 
PROCESS?

Every ERP implementation involves 
some kind of customization to help 
it adapt to the way a company does 
business. Whether it’s creating a unique 
general ledger structure for subsidiary 
reporting or building purchase order 
approvals based on transaction levels, 
an ERP system can provide a great deal 
of control, visibility and adaptability. 

That said, the flexibility of a COTS or 
SaaS ERP system does have very real 
limitations. For example, a company 
cannot alter the code of an ERP system 
in any way and must figure out how 

its business processes fit within the 
application’s pre-existing workflows. 

Almost every non-tech company has an 
area of its operations where a unique 
set of processes (often involving 
manufacturing or assembly) will serve 
to differentiate it from either other 
companies in the the marketplace 
or its industry from other industries. 
For those companies whose unique 
processes provide a competitive 
advantage over others in the same 
industry, rarely will an ERP system be 
customizable to allow for a complete 

integration of that process. This is 
where an ERP solution reaches its 
native limits.

To address this, off-the-shelf ERP 
vendors provide the ability to extend 
the ERP, usually through a marketplace 
of approved 3rd party software 
providers. Extension, however, is very 
different from customization. The 
addition of 3rd party apps is often 
where ERP implementations jump both 
in complexity and cost, and often result 
in less-than-desired outcomes. 

To put it bluntly -- the simpler changes 
you make to an ERP system the better. 
Adding custom fields and changing 
settings? No problem. It can be done 
by anybody trained in administering 
the ERP system. These customization 
points were all tested, and there are 
many customer implementations that 
prove that they work appropriately. 

ERP systems are known for their 
ability to be customized. This is one of 
the major selling points over simple 
accounting software packages.



04 WHEN DOES 
CUSTOMIZATION 
BECOME ‘CUSTOM 
SOFTWARE’?

Extension points are not tested 
customization settings. ERP systems 
are extended with software engine-
ers through APIs (application program 
interfaces) pre-built by the software 
provider. While some customization 
is done by ERP administrators and 
even by power users, once a software 
engineer gets involved, you know 
that you are beyond the off-the-shelf 
capabilities of the application. You are 
now writing custom software. 

ERP systems can be enabling, but 
once they are extended with custom 
screens, custom tables, and custom 

integrations, they are custom software. 
If this decision is not intentionally 
made, you may be surprised to 
learn that you just built a piece of 
custom software that is now yours to 
maintain forevermore. Furthermore, 
the software platform you chose was 
one with proprietary language, an 
expensive runtime environment, and 
a very small labor pool of maintainers. 
Every extension of the package 
increases the cost of the eventual 
migration away from an ERP system 
at some point in the future when you 
decide to switch.

ERP systems can be enabling, but once they are 
extended with custom screens, custom tables, 
and custom integrations, they are custom 
software.



05
RATIONALE 
FOR CUSTOM 
SOFTWARE 
STRATEGY

There are a few simple rules of thumb to keep in mind when 
evaluating a strategy for software if you know you will have to 
build it for yourself.  

As an executive, your instinct is to avoid building custom 
software and stick with off-the-shelf solutions. But as you 
journey from mid-market company to a larger one, the need 
for custom software usually arises with more frequency. 
Indeed, custom software is often how a company gains a 
competitive advantage. Your innovations in and around 
your primary offerings are how you capture market share 
or add points to your profit margin. If there was an off-the-
shelf application available to meet your every need then your 
competitors would be using it and your advantage would be 
nonexistent. Because, however, you become differentiated in 
this area, you now have an advantage. Off-the-shelf package 
vendors simply can’t  justify creating new capabilities to satisfy 
a market of one.

This section is not for software 
managers, but for business 
executives who will be allocating 
and investing budget for enabling 
software that needs to be tailored to 
how the business operates. 



06 PRINCIPLES OF 
CUSTOM SOFTWARE 
STRATEGY

CHOOSE A PLATFORM WITH THE 
MOST GO-FORWARD STABILITY

New platforms are a gamble, and 
older platforms in decline or that 
have been sold without renewed 
investment are as well.

THE AVAILABLE LABOR POOL 
DETERMINES ONGOING COSTS

Salaries are freely available 
information, and some technologies 
are implemented and supported 
with personnel in very different 
salary brackets. Consider this when 
choosing platforms and major 
technologies

MAKE SURE YOU OWN YOUR SYSTEM

Software falls under copyright law. 
Therefore, the full source code listing 
is the definition of the software, 
is covered by copyright and is the 
intellectual property (IP).

DON’T BUY MORE THAN WHAT 
YOU NEED: RENT FOR TEMPORARY 
CAPACITY

This principle applies to cloud 
computing and servers where you 
can host some capacity of servers 
continuously, or rent by the hour 
rather than committing to more 
servers on an ongoing basis. In 
addition, don’t add more technical 
specialists to your payroll than is 
necessary on an ongoing basis. If 
you need to accomplish an initiative, 
you can “rent” a team to build 
and grow your software and then 
employ enough staff to maintain 
and support it.

Now that you know 
you will have to 
build or grow your 
own software, here 
are some principles 
to adhere to:



Independent 
Contractor

Staff 
Augmentation

Consulting 
Firms

Clear 
Measure

HR

Recruiting

Training

Turnover

Daily Labor

Supervision

Technical Practices

Project Processes

R&D Engineering

Maintenance

Support

System/Tools

Environments

Platform Strategy

Roadmap

Project Management

Risk Management

07 OPTIONS FOR 
BUYING CUSTOM 
SOFTWARE

Enterprise companies have large 
software engineering staffs from 
project managers to architects 
to security specialists to system 
administrators and everything in 
between. This is absolutely cost 
prohibitive for fast growing mid-
market companies, and is not even 
necessary.

Now that you’ve decided a business 
initiative needs the support of 
custom software, you have very 
different options for acquiring it. 
The table shows the progression of 
options and the related business 
functions associated building out 
custom software. [We took the liberty 
of adding Clear Measure to illustrate 
the support provided by a turnkey 
custom software development firm.]



08 COMPLETE IN-
HOUSE SOLUTION

Typically, we see companies hiring 
software engineers first, sometimes 
starting with a single person 
embedded in a department of the 
business.  This can work initially if you 
can find and hire the right person, 
but you have to sell them on your 
company vision in what amounts to 
a very lopsided labor market where 
software engineers have the pick of 

You can choose to hire and employ in-house 
staff to build and operate your software.

the litter when it comes to jobs. This 
can also work if you already have 
a business executive who is savvy 
and experienced at all the areas 
of software engineering that are 
required to support your custom 
software.

What we have seen is that this 
solution works for a while, and then 

it starts to break down when the 
software engineer resigns to join 
another company with a different 
opportunity. With a department of 
one, it is likely that valuable know-
ledge is trapped in the head of this 
one person and that it has not been 
captured in a knowledge base or in 
processes that others can execute at 
the same level of quality or speed. 
With this arrangement, system issues 
that were handled with the person 
who built the system linger unresolved 
because others don’t understand how 
the software was built and how to 
maintain or support it.



09 INDEPENDENT 
CONTRACTORS

With independent contractors,  you 
will find that you do not have to train 
them or equip them with basic tools.  
They are independent professionals, 
and they typically have multiple 
clients they serve.  You will be able 
to get some of their capacity, and if 
you time it right, you might be able 
to get their full attention if they just 
finished a larger project.

One step away from doing all the software in-
house is to use independent contractors for 
some or all of the work. Keep in mind that this 
work includes not only building, extending, or 
modernizing the software, but also supporting 
it as it runs for your business stakeholders. 

While they are more self-starting, and 
they typically can communicate well, 
they are specialists.  They know their 
trade well, and they do it well. You 
will still have to fill in the gaps around 
them, and you still have the turnover 
risks.  Nor will all independent 
contractors create processes and 
documentation that allow for easy 
replacement of them with internal or 
other external resources.



10 STAFFING AGENCIES

Sometimes called technical recruiting firms or staff 
augmentation firms, these companies provide you 
with skilled hands.

don’t like their work, the agency will 
provide you with a replacement.

The downside of this solution is 
that while you have a vendor in 
the picture, they don’t have any 
accountability for helping you 
accomplish your business initiative.  
They just provide people.  It is still 
up to you to wrap those skilled 
workers with the processes, vision, 

and management in order to achieve 
your company objectives. What some 
companies are surprised by is that 
if multiple specialists are provided 
from the agency, they will frequently 
be meeting each other for the first 
time the same day they meet you.  
The burden of forming the team is 
on you because they will likely never 
have worked with each other before.

They will locate and provide just 
about any skill you need.  If you 
need someone to do database 
programming in Microsoft SQL 
Server, they will find someone with 
those skills and contract them to you.  
These people are not employees of 
the staffing agency.  Rather, they are 
specialists on the open market that 
will be hired or contracted for the 
purpose of contracting to you. An 
advantage to you is that you don’t 
have to do your own sourcing, and 
some of the interviewing process 
is done for you.  Many times you 
will have to provide equipment for 
them to use, but if you decide you 



11 CONSULTING 
FIRMS OR PROJECT 
CONTRACTORS

The next progression 
in getting outside help 
is the consulting firm.  
The good ones have 
established teams 
of people, and they 
specialize in certain 
project types. 

If you need to build a new company 
website, these firms can work with 
you to create a clear scope of the 
project, and then do whatever is 
necessary to create the new website 
and get it launched.  

For complex software systems, these 
engagements can work well when you 
provide a clear scope of the project.  
Obviously the firm doesn’t know what 
to do if you don’t provide enough 
information on what is required and 
what the end result should look like.

Some companies have had great 
luck with firms in this category, while 
others have experienced disasters.  
The firms that succeed with this type 
of vendor are those that have an 
executive who knows how to select 
and manage this type of company. 
Most software consulting firms 
provide software engineers, testers, 

business analysts, project managers 
as well as internal processes that they 
all follow. They shine when you know 
exactly what you want and can get 
them in to do it and then out.  

One limitation of this approach is 
that most software consulting firms 
will not stick around to support the 
software running in production, 
let alone take support calls from 
you or your customers at 2 A.M. 
Many professionals that work at 
these companies love them because 
they crave variety. If they are with 
a particular client for more than 6 
months or a year, they get bored.  
The software consulting firm needs 
to put them on a different project, or 
they will resign and move to another 
consulting firm in order to change 
projects.



12 FRACTIONAL 
SOFTWARE 
DEPARTMENT

Over recent years, 
many highly skilled 
business functions 
have become 
available as fractional, 
or turnkey, offerings.

company that is loathe to invest in 
the staff and infrastructure needed 
to manage all of its software. From 
executive advisement on strategy 
to 24/7 support and everything 
in between, this type of company 
molds itself to fit the client and 
delivers just what is needed.  This 
type of company has strong internal 
processes and brings a world-class 
software engineering capability to a 
growing company. The full capability 
is much more than building software.  
It includes roadmap management, 
technology and platform strategy, 
and advisement on the right type of 
projects needed to realize the client’s 
business objectives.  Rather than 
operating only at the project level, 

the fractional software department 
approach operates at the business 
level to determine the appropriate 
projects to commission.  

While others are hesitant to work 
on software built by others, this 
type of firm becomes the software 
department and does whatever is 
necessary.  This includes inheriting 
software built by others, maintaining 
it, and modernizing it when necessary.  
This includes providing support 
to company workers who need to 
use the software in the course of 
business, and it also includes taking 
calls at 2 A.M. if a night shift has 
an issue preventing an order from 
shipping.

There are fractional CFOs, fractional 
VP of Sales, fractional HR departments 
(known as Professional Employment 
Organizations), and companies no 
longer have mailroom departments 
with the advent of UPS and Fedex.

In the IT space, this type of company 
offers peace of mind and a long term 
relationship; it literally functions as 
the software department of a growing 



13 CHOOSING WHAT 
TO BUY

There are a lot of options to consider when it 
comes to fulfilling your software requirements.  
For non-technical companies that don’t often 
buy custom software services, the prospects of 
finding the right solution can be overwhelming.

For companies well-versed in buying 
software services, staffing agencies 
and consulting firms are often 
sufficient to meet the business goals 
while keeping cost and risk to a 
minimum. 

For growing mid-market companies 
operating in traditional industries, 
however, the fractional software 
department approach seems to 
make more sense. Many companies 
in traditional industries are run by 
founders or the original executive 
team who are experts at meeting their 
customer demands and perfecting 
their operational processes. Where 
they don’t tend to excel -- or even 

relationship becomes just as stable as 
your other key suppliers where level 
of orders may vary over time.

And, yes, needs will change over time. 
If the growth trajectory of a mid-
market company leads to that of a 
larger enterprise, then the software 
development process will naturally 
evolve and eventually move in-house. 
But that is generally something that 
happens over several years, if not a 
decade. 

In the meantime, a mid-market 
company is best served by investing 
in the resources that will deliver the 
best outcome. A fractional custom 
software option is one that will 
continue to grow in popularity as 
more traditional industries seek the 
most economical way to automate 
without taking on the heavy burden 
of in-house software development 
or the haphazard use of outside 
resources.

desire to excel -- is at building out the 
software function needed to improve 
the automation of their business. 
Fast-growth companies in traditional 
industries like manufacturing, energy, 
natural resources, construction and 
services, would far rather focus on 
their customers and operations 
than become world-class software 
developers. For these mid-market 
companies, the fractional software 
department model makes more 
sense and has a more promising path 
to a healthy ROI for custom software 
development. This option conforms 
to your business, and you buy only 
as much (or as little) as you need 
without juggling project vendors. The 



By acting as a fractional software development department, we deliver 
custom- designed solutions to help growing companies maximize their work-
flow automation without sacrificing performance and customer satisfaction. 
From technology leadership, through software development, and including 
24/7 support, we are a complete enterprise-grade software department avail-
able to clients, often at a fraction of the cost compared to creating an in-house 
capability.

Clear Measure is headquartered in Austin, TX with offices in Ohio and Colorado 
and maintains a high-end dedicated U.S.-based workforce. 

Clear Measure is a software engineering firm 
that brings a competitive advantage to growing 
mid-market companies in non-technical 
industries.




