Understanding the Real
Cost of ERP Customization

What tailoring your ERP means for your bottom line



Although ERP software is often sold as
a robust, all-in-one solution for core
processes, standard systems rarely fit
every modern business need.

This misalignment often leads
companies to consider customization
as the only way to meet their unique
requirements. On the surface,
customization promises differentiation
and a competitive edge, but it carries
hidden costs—financial, operational,
and strategic. These costs can quickly
escalate, transforming minor tweaks
into significant burdens.

If your company, like so =
many others, requires 5@

more from your ERP
and is considering
customization,

read on to explore: E

How to evaluate when
customization is necessary

The true cost of
customizing ERP software

Alternatives to traditional
customization that reduce
complexity and costs

By the end, you'll be equipped to make
informed decisions about customizing
your ERP and discover strategies to
maximize its value without falling into
common customization traps.
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Why businesses customize ERP syst

ERP systems are designed to be comprehensive, offering
broad functionality across industries. Yet no two businesses
operate identically, and as business gets more complex, it is

increasingly rare that an out-of-the-box solution can deliver all
the functionality an organization needs.

Businesses typically consider ERP customization for:

needs may find that standard ERP features don't fully

Unique or automated business processes: Companies in
% ‘ specialized industries or those with niche operational
align with their workflows.

&= Competitive advantage: Customizing ERP processes to
@/0\@||| | support unique service offerings or proprietary methods
—— can create differentiation in the market.

Legacy system integration: Some companies need to
< N customize ERP software to integrate with older systems
—{@G2s or databases essential to their operations.

healthcare or finance, may require customizations to

= Regulatory compliance: Specific industries, such as
meet stringent regulatory standards.




vs. optional customization

Understanding when customization is essential versus
when it is a preference is critical. Necessary customizations
are those that align directly with mission-critical processes,
such as compliance, legal requirements, or core
differentiating capabilities. Optional customizations, on
the other hand, are those that enhance user experience

or cater to specific team preferences but don’t impact

core business operations.

A retailer, for instance, might add a custom reporting
dashboard to provide their marketing team with more
granular data insights, or a finance team might request
tweaks to automate repetitive, low-stakes tasks. These
changes may not appear urgent, but they can significantly
improve efficiency and employee satisfaction.

Dismissing optional customizations as merely
“nice-to-haves” is a common pitfall. These
enhancements, while not critical to day-to-day
operations, often play a significant role in helping
businesses stand out in a crowded market. For
example, a professional services firm might customize
its ERP to integrate seamlessly with client-facing tools,
delivering a polished, cohesive experience that
reinforces their brand’s premium positioning. In such
cases, what appears optional at first glance can
become a major driver of competitive advantage
and—ultimately—revenue.

Deciding whether to customize comes down to
weighing the cost of customization against the cost of
staying standard. Will remaining within the boundaries
of out-of-the-box functionality hinder critical processes
or stifle innovation? Or will the cost of customization
outweigh the potential benefits?




Direct financial costs of ERP customization

Initial development costs

The journey into ERP customization begins with
the development of custom features—an endeavor
that often carries significant upfront expenses. The
complexity of the modifications largely dictates the
cost, as companies seek to create unique
functionalities or workflows tailored to their needs.

While some organizations attempt to develop
these customizations in-house to save money,
success depends heavily on the availability and
expertise of internal developers. More commonly,
businesses turn to ERP consultants or specialized
developers who understand the intricacies of their
chosen platform, an approach that can

quickly escalate costs.

Industry experts estimate that these initial
customizations can account for 10% to 30% of the
total ERP implementation budget for moderate
modifications. For extensive changes, the financial
burden is even greater (The CFO Club).

Ongoing maintenance and support costs

The financial impact of customization extends far beyond the
initial development. Once custom features are implemented,
they require ongoing maintenance to ensure compatibility
with evolving ERP versions. This maintenance isn't optional;
without it, businesses risk introducing bugs or rendering
their systems inoperable.

Many companies find themselves spending anywhere from
$10,000 to $100,000 annually to keep their customizations
functional. For those relying on external vendors or consultants
to manage these updates, recurring fees become a long-term
financial commitment.

Budgeting challenges and cost overruns

Even with meticulous planning, customization budgets often
spiral out of control. Development projects are frequently
more complex than anticipated, leading to cost overruns.
Scope creep—where the project expands beyond its original
intentions—adds to the burden, as do hidden costs like
training employees, updating documentation, and managing
organizational change.



Indirect operational costs of

In addition to the direct costs involved with development
and maintenance, customizing your ERP system often
disrupts daily business activities, both during
implementation and in the years to follow.

The process of implementing customizations frequently
requires downtime, as systems are taken offline to
accommodate new workflows or features. These
disruptions can range from minor inconveniences lasting

a few hours to major interruptions that halt operations for
weeks. Even after implementation, upgrades to your ERP
system can cause compatibility issues with customizations,
forcing your business to repeatedly troubleshoot or rewrite
code. This cycle leads to recurring downtime that can
frustrate employees and hinder productivity.

Customization also affects the employee experience in
more subtle ways. For instance, custom features often
come with steep learning curves, requiring specialized
training for users. This training is time-consuming and
diverts resources from other priorities. Employees may

also resist adopting custom systems if the changes seem
unnecessary or cumbersome, further slowing productivity.
Over time, these challenges compound, as IT teams find
themselves spending more and more time managing
custom features rather than focusing on strategic initiatives.

Perhaps the most insidious operational cost is the rigidity
introduced by traditional customization. While
customizations are designed to increase flexibility and
meet specific business needs, they can inadvertently lock
organizations into workflows that are difficult to change.
As businesses evolve, these rigid systems struggle to keep
up, contributing to a growing gap between what your ERP
can do and what your business requires.



Hidden long-term and strategic costs

While the immediate costs
of customization are more
visible, long-term expenses
often go unnoticed. ERP
customization affects
scalability, integration, and
total cost of ownership
over the life of the system.

Software upgrades are a necessary evil for today’s businesses.
Because ERP customizations are tightly integrated into the
system, any update risks breaking the custom code. This means
that every upgrade requires a thorough review—and often
refactor—of existing customizations. Faced with this complexity,
many companies delay or avoid upgrades altogether, missing
out on valuable new features and improvements.

The reliance on custom code also increases dependency on
specific vendors or developers. Businesses often find
themselves locked into long-term relationships with
consultants or software partners who understand their
customizations. While this dependency ensures continuity,

it limits flexibility and bargaining power, leaving organizations
vulnerable to price hikes and limited options for support. And
when it comes time to consider new systems, transitioning to
a new ERP becomes more expensive and complicated when
customizations are deeply embedded.

Ultimately, heavily customized ERP systems hinder agility. As
markets evolve and new technologies emerge, businesses with
inflexible systems struggle to adapt. The very customizations
designed to give companies a competitive edge can become
barriers to innovation and growth.



ERP customization
affects scalability,
integration, and
total cost of
ownership

over the life of

the system.”

The greatest risk to companies with heavily customized ERP systems
is innovation lag. When your company begins delaying the adoption
of new features or emerging technologies because they won't
integrate or will cause undue complexity, this leads to missed
opportunities for innovation.

So if your organization has strategic initiatives revolving around
digital transformation or Al adoption, customizing your ERP with
traditional coding can seem like a necessary first step, but may
actually do more harm than good in reaching those goals.
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Rethinking ERP customization:
Modern alternatives

If relying solely on a standardized ERP solution is not an option, and
traditional customization is too costly, what's a business to do?

Emerging platforms offer an attractive third option to extend
functionality without coding or outsourcing customizations.

These platforms empower business users to create custom
applications and workflows outside of the ERP system, without
requiring a single line of code. By leveraging intuitive interfaces,
end users in any department can design solutions that address
their unique needs. This approach avoids the rigidity of custom
code, enabling organizations to scale and adapt their systems
more easily.

No-code platforms reduce development time, eliminate the need
for external consultants, and make it easier to adapt systems as
business requirements change. What's more, these platforms often
come with robust APIs, enabling seamless integration between ERP
systems and custom applications.

For companies already dealing with heavily customized ERP
systems, migrating to a clean-core ERP model can be a
game-changer. By offloading customizations to a no-code
platform, businesses can reduce complexity, lower costs, and
unlock greater agility.
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What about the companies that don't want to build something
from scratch? There's a reason many businesses are drawn to
the convenience of plug-and-play, best-practice-based business
applications. Leading platforms provide prebuilt, standard
applications that allow organizations to get up and running
quickly by serving as templates for building custom enterprise

solutions. What sets these platforms apart, however, is their
flexibility—they empower businesses to customize as needed,
without facing restrictions or incurring additional costs.

Evaluating when (and when not)
to customize

Customization decisions should be made carefully, with a clear
understanding of the long-term implications.

A practical customization checklist:

0 Define business objectives: What specific business
:U® outcomes will the customization achieve?

the desired functionality can be achieved through

g Assess native ERP capabilities: Identify whether
configuration or existing features.

Estimate total cost of ownership: Include
development, maintenance, support, and upgrade
costs in your calculation.

Consider scalability: Ensure the customization can
scale with business growth and changing needs.



Conclusion

ERP customization can be a double-edged sword. While it offers the
potential for tailored solutions that align with your unique business
processes, it also comes with significant costs—financial, operational,
and strategic. The challenge is to find a path that maximizes the value
of your ERP system without falling into the traps of over-customization.

Modern platforms provide a viable alternative, offering the flexibility
and scalability businesses need without the drawbacks of traditional
customization. By embracing a clean-core ERP approach and leveraging
no-code solutions, companies can stay agile, reduce costs, and position
themselves for long-term growth.

Nextworld takes advantage of our history in the legacy ERP space to
help our customers move toward a clean core ERP. By migrating
cumbersome customizations to our no-code platform, businesses
maximize the value of their ERP systems while minimizing unnecessary
expenses.

We also leverage our own no-code development platform to build

and deliver best-in-class business applications to manage core processes
like inventory, finance, sales, and manufacturing. These business solutions
can be molded to your processes today and tomorrow, while continuing
to improve with new features and technologies that we deliver to you.
This is software without an expiration date.

Visit nextw.com to learn more
about how the Nextworld platform
can help you ensure that your ERP

system remains an asset rather than
a liability.

nextworld




