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Your next ERP system:
Buy or Build



When to look: 
example business triggers 

New business requirements – e.g. information and          
reporting tools for decision making

Business processes – inadequacy of existing workarounds 
or manual systems

Customer expectations – e.g. new channels to market, 
service improvement demands

Old technology – end of life and support curtailment 

New products available – more cost-efficient,                           
comprehensive and capable

Cost reduction targets – opportunities/need to  
implement savings
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Business growth – new premises, branch openings and 
acquisitions

Infrastructure – reliability or capacity-based issues leading 
to a bigger review

Supplier capabilities – failure or loss affecting 
development capacity and or support

Management changes – experience of alternative systems 
can initiate a new project

IT resources – staff arrivals/departures, skill gaps, 
training needs etc



Is ‘buy’ the logical choice?
As business needs have evolved and IT has become more capable, distributors have 
typically favoured ready to use systems in preference to other options. Often these 
investments have replaced a bespoke or in-house developed system that has reached 
its end of life or become too costly to maintain and develop. Another common scenario 
is where a number of separate, non-integrated systems have become inefficient and 
difficult to operate.

Logically, if many other companies are investing in a standard system then the overall 
investment should be greater and the end system more capable. It also means that 
there is a company who’s focus and business is to create, maintain and develop a 
solution for you.

However, with the a ‘build’ approach, an in-house developed system has the potential 
to match your business needs more precisely than a standard solution. There will also 
be a greater sense of software ownership and control of future development, that may 
be important to your business.

Why and when to invest?
Given the pace of change in the current business climate, companies must invest in 
their IT business systems to stay competitive. Even though the status quo position can 
be maintained for a period of time, at some stage, one or more tipping points will be 
reached and the need for a new system or major IT investment, will become both 
apparent and necessary.

It is critical to allow sufficient time to: 
–      Consider the options 
–      Make informed decisions 
–      Plan a project without undue pressures for an early go-live.

Major IT investment projects are rarely embarked upon in isolation. Frequently           
these form part of a broader business plan and provide a basis to evaluate 
‘build’ or ‘buy’ strategies.

Key components under review would typically include:
–       Existing and known opportunities 
–      Long-term and short-term objectives
–      Maximising use of available resources
–      Potential risks and issues. 

Business positions
When making a ‘buy’ or ‘build’ decision, there are fundamental differences between 
using in-house resources and a supplier provided solution.
 
Firstly, with ‘build’, a business only has to consider its own needs – a system can be
 designed and developed to suit the business’s own processes. Not just for today’s 
requirements, but for the ones that can come up in the future too. The ‘build’ approach 
means no substantial unnecessary functionality and no reliance on third parties - 
unless contractors are used. Furthermore, managers and staff can have a stronger 
sense of engagement and ownership which may also mean that the system will be 
used more effectively.

Your business. Your way.  



There will be inherent closeness between the business 
principals – its senior managers and or owners and the IT 
team. Projects can be kept tightly managed and 
prioritised accordingly.

‘Build’ may be preferable where the business model has a 
high degree of uniqueness, so certain details need to be 
kept confidential.

However, given that some third party programming and 
development tools will be required, it’s important to 
consider how later versions of those products can be 
utilised and or how older versions may be supported. ‘Build’ 
can also lead to a situation where the functioning of the 
company can be unintentionally compromised and limited by 
the company’s ability to manage its IT developments. 

Distributors, who elect for the ‘buy’ option, will understand 
the ‘provider partner’ company’s strategy of needing to 
maintain a profitable, progressive organisation. 
Its resources will be positioned to serve and support 
customers, of different types and quite possibly across 
multiple sectors, but the core objective will most likely be 
to deliver financial results.

With the ‘buy’ option, not only is there a ready to go product, with 
a user base, track record and accompanying credibility, but also 
a platform for sustained future development. Published product 
roadmaps and management structures are a key indicator of R&D 
commitments. These show a forward-thinking approach and 
ensure that developers, analysts and consultants are challenged 
to produce and deliver new and improved solutions.

Working across different sectors, sharing ideas and feeding 
those into product development, is certainly a big advantage of 
working with a ‘build’ partner. Whilst in some respects, it may 
appear that businesses are buying more software than they 
need, the gains will almost certainly be greater and 
more valuable.

Distributors may handle different products in their own particular 
sector, but in some cases sharing a lot of business processes, 
operational needs and management requirements.

Resources and capabilities 
For distributors considering a ‘build’ option, the most likely 
starting point is to utilise on existing team of programmers 
and system specialists. Except in extreme situations, such as 
a new business model, it is unlikely to be worth recruiting from 
scratch. Contractor services may also be an option in the 
short term.

The ‘build’ option means that in-house IT developers are able 
to have a detailed knowledge of the business processes and 
user requirements. Equally it should be possible to have highly 
effective project management and short communications 
channels to keep things on track – not just for major 
developments, but also for ongoing refinements and 
improvements. Whether it’s healthy to nurture a situation 
where regular system changes become the norm is debatable 
– users don’t like things to change too often. 

With ‘build’ it may work well to operate entirely within the 
business, but there are some significant continuity risks, should 
key staff leave, forcing the business to recruit suitable 
replacements. Working entirely within the confines of the 
business can also mean a blinkered approach to systems 
design – ‘We do it this way because it works’.  
Change management can also be harder to achieve when 
only in-house resources are involved. Even though with ‘build’ 
there’s no supplier invoice to pay, there are substantial internal 
costs involved. Developer productivity must be well managed 
to avoid Parkinson’s Law tendencies (work expands to fill 
time available). Furthermore, there may be challenges if 
the development team needs to grow or shrink according 
to workload.
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An important point is to ensure that in-house developers 
are kept ‘current’ with the latest technologies and best 
programming practices. Systems not only have to meet the 
specifications and do the job, but also operate quickly and 
efficiently. If the primary source of experience is being gained 
‘from within’, there are risks that system development qualities 
may be compromised with potentially serious consequences in 
the longer term.

Taking the ‘buy’ option avoids most of the resource 
weaknesses of the ‘build’ approach. For instance, choosing a 
standard system means that a distributor should have minimal 
concerns about the functionality. If the system is used by a 
similar business, it’s almost a given that any capability gaps 
will not be significant. When it comes to any individual 
requirements that cannot be met within the standard package, 
the work to specify, develop and implement such changes will 
be relatively straightforward.

On the downside however, there is a chance that the work 
will be scheduled in with other customer enhancement 
requests, and in some cases may not be delivered in the 
desired time-scale. Buy’ partners are likely to be experienced in 
managing third party product integration and may offer some 
functionality as a ready-made option. Furthermore, partners 
will have established relationships with individual developers 
for ongoing support and software updates. The ‘buy’ approach 
means that the business doesn’t have to be concerned with 
staff departures, arrivals and ongoing training - as long as the 
‘partner provider’ is of a sufficient size and maturity.

Even though the business has an in-house IT team, 
resources do not have to be committed to its own major 
system developments.  For larger businesses there are likely 
to be other IT-centred tasks and projects outside the remit 
of ‘buy’ partners. Not only can there be significant value by 
enhancing the use and value of systems, management 
energy and non-IT resources can also be spared for more 
pressing needs. 

Investment value
Whether a ‘buy’ or ‘build’ strategy is chosen, assessing the 
ROI of a new system is rarely straightforward and often very 
difficult to determine accurately. Projecting ROI over different 
timescales - three, five years or longer, inevitably means some 
guess work and inaccurate assessments are likely.

Experience suggests in a ‘buy’ situation, distributors give                    
ROI only the briefest attention. Business owners and 
managers will often know that there is a need for a new      
system and the real costs of not going ahead, and doing     
nothing - will self-evidently be greater.

Until a system is delivered - delays are not unusual, it will not 
be easy to assess true costs and therefore potential savings 
and benefits. Development costs have to cover the whole 
cycle from the production of specifications, through to quality 
testing, bug fixing and support. Opportunity costs are also 
important, when choosing a ‘build’ approach and although 
challenging to evaluate financially, such factors should be taken 
into account in a ‘buy’ or ‘build’ situation.

In a ‘buy’ situation, the ROI position can be discussed with          
potential partners, perhaps focussing on the most significant 
gains sought from a new system compared with the old. 

Customer case studies may be helpful to identify how similar 
businesses have progressed with their systems. For larger 
multi-site projects, where ROI may be a more critical 
consideration, benchmarking current proposed systems can be 
a worthwhile exercise in the selection process. Even then, 
there’s rarely a like-for-like position and should be exercised 
with caution and long-term goal awareness.

Establishing strong commercial relationship in the ‘buy’ 
situation, there will be better transparency of what will be 
provided and how much a new system will cost initially and 
over the medium to long term. Although not a financial 
consideration, an IT partner provider’s track record of longevity 
and long term customer support is a good indicator of future 
provision and continuity.  These may be major influencers, but 
difficult, if not impossible to evaluate financially. Referring 
earlier to the point that that ‘buy’ traditionally may mean 
costing for software licences and annual support charges, it is 
important to mention the alternative model that’s becoming 
more appealing and relevant. Software as a Service (SaaS) 
which uses a hosted ‘cloud based’ platform requires a much 
lower up-front investment– mostly network infrastructure 
hardware, PCs and peripherals. Priced on a fully inclusive, cost 
per user per month basis, SaaS is simple to budget.

Cloud-based SaaS deployment is robust, scalable and 
managed 24/7 if needs be. SaaS is also likely to include 
responsive, SLA-based terms for support and should the 
worst happen, clear disaster recovery arrangements.
Protecting the business and its ability to trade are key 
considerations and with ‘buy’, particularly with SaaS, the 
position appears to be more substantive than ‘build’.



Your business. Your way.  

Planning ahead
There is little doubt that distributors embarking on a new 
business system, whether a ‘build’ or ‘buy’ strategy is chosen, 
should certainly consider the longer term position alongside 
short and medium requirements.

With the ‘build’ option there is the implicit, if somewhat fragile, 
continuity of having an in-house development team who can 
be directed to meet new requirements ‘on demand’. Having 
delivered a system, will it be possible for the IT team to take it 
forward to the next generation in a few years’ time? Software 
development cycles have become exponentially greater over 
time with growing complexities to consider.

With the ‘buy’ approach, it’s key to select a partner provider 
that not only demonstrates a clear development strategy, 
but also actively encourages feedback, inviting ideas and 
suggestions for software developments. ‘Buy’ typically means 
less risk of a business being left behind with new and evolving 
technologies – its technical staff will find it easier to keep up 
with the new introductions and methodologies. Furthermore 
with a strong ‘account management’ function, businesses 
who ‘buy’ can be kept well briefed with new technologies and 
concepts brought to the company for consideration.

The pressures on businesses that ‘build’ their IT are unlikely to 
ease, will require constant management effort and can easily 
distract company executives away from what they do best; i.e. 
run a successful distribution business.

For example 
• The value of alternative projects if an in-house IT 

team was freed from system development?

• What additional value could the management team 
deliver to the business if a new, in-house developed 
computer system was removed from the agenda  

Tile
 and

 Bathroom
                  

Kitchen
                  

Plumbing

               
   

Industria
l

    
    

    
   

   
 El

ec
tri

ca
l

   
    

    
    

   Au
to

moti

ve
        

      Building and Timber 

Distributor            Merchant
              

Wholesaler
    

   
   

   

Re
ta

ile
r

Food         Pharmaceuticals
         Textiles

         
Office

 

Supplies

         

Gardens
 

&
 

Land
sc

ap
in

g

   
   

   IT
  Eq

uip
ment

 Your 

ERP 
Software



www.kerridgecs.com

In Summary
The headline advantages and disadvantages of ‘buy’ and ‘build’ 
options are presented below: 

Conclusions
A ‘build’ strategy may be entirely practical if the business 
has the necessary in-house skills and experience. A unique 
business model may make it more appropriate to choose a 
built alternative especially when ‘buy’ requires an enduring 
management will to overcome the many challenges and 
minimise the risks. ‘Build’ may, or may not provide a solution 
that does the job any better or at a lower cost than a ‘buy’ 
alternative, but in the final analysis the need for independence 
and ownership may be compelling. 

‘Buy’ almost certainly means having access to a wider range 
of expertise and competencies, as well as transparent costing. 
Furthermore, if the chosen supplier offers an effective 
partnership approach, the result is in many ways close to 
having an in-house IT function. ‘Buy’ means a degree of mutual 
trust will be needed – even though it’s a commercial 
relationship, successful implementations still require 
responsiveness, teamwork and an agreed understanding 
of expectations. 

Ultimately, a business needs to opt for the approach that 
meets its needs most closely and aligns with the skills and 
resources that are readily available within the company. For 
many, there is a distinct desire not to be an IT developer, 
and thus taking a buy approach makes most sense. Other 
businesses already have large IT teams and prefer the 
flexibility that this might give them.
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To find out more, or to book a demo, 
contact us at:
UK +44 (0) 1488 662 000
K8info@kerridgecs.com
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