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Executive Summary

The software industry is currently undergoing a structural transformation, frequently referred to as the
"SaaS apocalypse" or a "SaaS death spiral." This shift is primarily driven by the rapid advancement of
Artificial Intelligence (Al), which has significantly lowered the barriers to building custom software. Data
indicates that 34% of surveyed teams have replaced at least one Saa$S tool with a custom-built solution
as of 2026. Major software corporations have seen nearly $1 trillion wiped from their market caps as
the traditional "per-seat" licensing model becomes obsolete; if an Al agent can perform the work of ten
people, companies no longer need to purchase ten human licenses.

Organizations are increasingly plagued by "app sprawl"—the uncontrolled accumulation of software
that averages 100+ apps per mid-sized business—leading to "integration debt" and an "inaction tax"
that slows innovation. The current strategic trend involves a dual approach: consolidating fragmented
"best-of-breed" tools into unified platforms for core commerce and project management, while
simultaneously building lightweight, custom internal apps to replace bloated, expensive third-party

tools.

Detailed Analysis of Key Themes

1. The Disruption of the SaaS Business Model

The traditional SaaS model, characterized by renting access to software at high profit margins, is being
challenged by Al's ability to generate code and automate workflows at a fraction of the cost.

e The "Per-Seat" Crisis: As Al agents replace human roles, the necessity for multi-seat subscriptions
vanishes. When intelligence becomes abundant, software can no longer effectively charge per
human user.

e Open-Source and Self-Hosting: Capabilities like Alibaba’s Qwen 3 Coder Next allow companies to
self-host advanced "developer brains," eliminating vendor lock-in and the need for expensive
monthly subscriptions.

e Rapid Development: Tools such as Al app builders enable small teams to transition from manual
processes (like Google Sheets) to custom, lightweight CRMs in less than a day.



2. The Total Cost of App Sprawl

App sprawl occurs when decentralized purchasing allows various departments to adopt tools in
isolation, creating a fragmented and redundant tech stack.

¢ Financial Drain: Businesses with just 100 employees lose approximately $420,000 annually due to
miscommunication and disconnected tools. Fragmented stacks can result in a 36% higher Total
Cost of Ownership (TCO) compared to unified platforms.

e Operational Drag: Developers spend up to 39% of their time creating and maintaining custom
integrations rather than building new features.

e Context Sprawl: Employees spend an average of 1.8 hours daily (9.3 hours per week) searching for
information across disconnected apps.
3. Build vs. Buy: The 2026 Decision Framework

The choice to build or buy is no longer binary but depends on whether the software is a core
differentiator for the business.

Factor Build (Custom) Buy (SaaS/Off-the-shelf)
Financial CAPEX (Initial investment, amortized ) L

OPEX (Recurring subscription fees)
Model asset)

Control Full ownership of IP and roadmap Vendor-dependent updates and features

Often involves price hikes as user base

Scalability Flexible, grows without per-user fees
grows
Time to Market 6-12 months (Enterprise) 2-4 months
. . ) Vendor lock-in/Security gaps in "Shadow
Primary Risk Development delays/Technical debt

I

4. High-Value Targets for Custom Replacement

Teams are actively replacing expensive, bloated tools that sit on top of core systems. The most
common categories for replacement include:

e Workflow Automation: Large-scale automation tools often hit platform limits or require expensive
workarounds.

¢ Internal Admin/Operational Tools: Vendor onboarding, refunds, and content moderation tools are
high-use but low-complexity, making them ideal for custom builds.

e Operational Bl & Dashboards: Many tools charge per view; custom dashboards eliminate these
adoption-based costs.

¢ Intake and Approval Systems: Custom builds can collapse three separate subscriptions (form
builder, approval tool, automation platform) into a single app.

Important Quotes with Context



"The suits just realized that if an Al agent can swap out the work of 10 people in 10
milliseconds, they don’t need to buy 10 seats; they need zero."

e Context: This highlights the fundamental threat Al poses to the SaaS profit margin, which

historically relied on human headcount for licensing revenue.

"Saa$s sprawl is rarely born from a single bad decision. It’s the predictable outcome of
dozens of rational decisions made in isolation."

e Context: This explains how "Shadow IT" develops when teams solve immediate problems without
consulting a centralized IT strategy, eventually leading to massive integration debt.

"Your brain isn’t built to jump between unrelated mental environments every few minutes...
the cost isn't dramatic at the moment. It's sneaky."

e Context: Discussing the mental exhaustion of "context switching" caused by app sprawl, leading to
slower writing, shallow thinking, and missed details.

"Every month spent managing sprawl is a month competitors spend innovating."

e Context: Referred to as the "Inaction Tax," this emphasizes that technical debt from fragmented

systems prevents companies from reacting to market opportunities.

Comparative Data: Implementation and Success Metrics

The following metrics represent data from technology companies implementing structured frameworks
for their software decisions throughout 2024-2025.

Success Metrics by Approach

Success Metric Build Approach Buy Approach
Time to Market 6-12 months 2-4 months
Short-term Cost Savings ~35% (Long-term) ~45% (Short-term)
Maintenance Efficiency 40% improvement 50% improvement
Project Outcome Success 40% higher with formal frameworks N/A

Cost Comparison Over 3-5 Year Horizon

Cost Category Build (Custom) Buy (SaaS)

Initial Year O $150K-$300K $50K-$100K



Cost Category Build (Custom) Buy (SaaS)

Annual Licensing $0 $1K-$5K per user/year
Annual Maintenance $50K-$100K $10K-$30K
Integration $30K-$60K (Initial) $10K-$30K (Initial)

Actionable Insights

1. Conduct a Software Audit: Gather data from credit card statements and SSO logs to identify
"Shadow IT." Categorize tools by function to reveal overlaps (e.g., separate CRMs for Sales and
Marketing).

2. Calculate the "Sprawl Tax": Quantify license waste (unused seats) and the "manual data entry
tax"—the time employees spend copying data between disconnected systems.

3. Freeze Net-New SaaS Purchases: Implement a temporary freeze on new subscriptions until the
inventory is complete. Require that any new tool solves a problem current platforms cannot address
natively.

4. Target High-ROI Replacements: Identify internal admin tools or workflow automation tools where
the company is paying significant "per-seat" or "per-view" fees and evaluate the cost of building a
lightweight custom alternative using Al app builders.

5. Shift to Unified Platforms for Core Functions: For essential workflows like commerce or project
management, move away from fragmented "best-of-breed" tools toward unified platforms to reduce
integration failure points.

6. Evaluate TCO over 5 Years: When making the build vs. buy decision, use a five-year horizon. SaaS

is typically cheaper in the first 24 months, but custom software often yields higher ROI after 36
months by eliminating recurring license fees.

Want to explore this topic further?

Book a free discovery call to discuss how ManaTech can help
your business implement these ideas.

Book a Discovery Call



https://calendly.com/manatech-nz/discovery

