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 What Is Software On Demand?

Software on demand is any software “deployed as a 
hosted service and accessed over the Internet,” according to 
the technical definition. What exactly does that mean?

Typically when a customer buys software, it’s installed 
and run on the customer’s computers. With software on 
demand the software is installed and run on the vendor’s 
computers, and their customers access it over the Internet. 
When a company accesses the software, they see a 
customized version of the system with their data, logos, and 
so on. The diagram on the following page gives a visual idea 
of how this works.

Software on demand isn’t a totally new idea. Email 
programs like Hotmail and Yahoo are examples of this that 
have been around for quite a while. QuickBooks has had an 
online version of their accounting software for several years. 

Research companies are predicting that worldwide 
spending for on demand software will reach $10.7 billion by 
2009. About 5% of small businesses with PCs and 15% of 
medium businesses with PCs plan to use an on demand
product within the next 12 months.

Some of the factors contributing to the increasing 
success of software on demand are:
 the widespread access to and acceptance of PCs;
 that businesses realize that it’s their processes and data 

that give them marketplace advantages, not their 
hardware and software;

 faster and more reliable Internet connections.
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     How Does Software On Demand Work?

Let’s go through the different parts of this diagram.

When someone in your office wants to use the on-demand software, they 
would open up a Web browser, such as Internet Explorer or Netscape, and 
log in to a secure part of the vendor’s website. In this way, instead of running 
software that’s installed directly on a hard drive in your computer, you’re 
using the Internet to get to the software.

At the vendor’s data center there’s a powerful computer (or server) that 
allows all of the vendor’s customers to access the software and data at the 
same time. However, each of these customers can see only their data. And 
that’s what you would see back on your computer in your office.
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        What Are The Benefits?

The on demand model for purchasing software has many 
advantages over the on premises, or installed, way of using 
software. 

The Financial Benefits
 Software on demand greatly reduces the need for small 

companies to increase their IT staff or budget.
 Monthly expenses are more predictable.
 Initial costs to acquire the software are lower than for installed 

products.

The Business Benefits
 Individual companies benefit from software improvements made 

by the vendor based on collective feedback and suggestions.
 Companies can be “up and running” with the software almost 

immediately.
 Fewer resources are needed for software maintenance and 

support.
 It’s easier for companies to maintain their competitive advantage 

since pricing usually includes software updates, upgrades, 
support, and training.

What Should I Worry About?
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What Should I Worry About?

Customization The main drawback to using on demand products is 
that it’s not possible to extensively customize the way the 
software works. On demand Field Service products work the 
same way as installed Field Service products. If you’ve found 
that those products don’t work quite the way your business 
requires, then the on demand products won’t be any different. 
If your business processes are truly unique to your company 
or if they make use of highly technical procedures, then you 
might need a more customizable product.

Security Being able to access your company’s data from 
virtually any computer in the world is both the “good news” 
and the “bad news” about software on demand. Your 
responsibility will be to manage your employees’ passwords 
and access permissions extremely well. The software itself 
should have utilities to help you do this. Vendors, for their 
part, use SSL (Secure Sockets Layer) to encrypt sensitive 
data that’s transmitted over the Internet. 

Service Level Agreements When you negotiate a Service Level Agreement (SLA) 
for an on demand product, there are 3 key areas (in addition 
to security issues) that must be carefully studied: data backup 
and recovery, system availability, and system performance.

Data backup, recovery, and disaster planning 
procedures must be in place at the vendor’s location. Vendors 
must be willing and able to discuss those procedures with you 
and educate you about how they will handle any problems 
that might arise. It’s also important that you talk to the vendor 
about how you can do your own data backups at your location
to give you an extra layer of protection in the event of a 
problem.

System availability has to do with how often the system 
is “down” versus “up.” Most vendors will promise uptimes of 
99% or better, and that standard needs to be included in the 
SLA.
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System performance has to do with how quickly the 
system works while you’re using it. Sometimes this isn’t 
completely under the vendor’s control. For instance, on 
demand software might be linked to other software that’s 
running at a different location. In any case, it’s important that 
system performance standards be clearly stated in the SLA, 
along with the other requirements mentioned here.

As with any contract negotiation, it’s always best to 
seek the advice of a qualified attorney.

What Should I Worry About?
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Now you need to think about whether or not on 
demand software products will fit in with the way you run your 
business. Here are some important questions to consider:
 Are you comfortable with having your data housed at 

another location? This is one of the first questions you 
need to think about. If your answer is “no,” then software 
on demand is definitely not for you.

 Do you have a fast, reliable Internet connection (DSL, T1 
line, cable modem)? 

 Are there any on demand products that fit within your 
budget? You can go to our website (www.mycto.com) and 
download our Product Roundups™ to get pricing 
information.

 Do you need to transmit large amounts of data to the 
server many times during the day? If you do, this might 
slow down the system’s response time.

 How many licensed users would you be paying for? Many 
vendors base the price of their products on the number of 
users.

 What software do you currently use that the new system 
would need to link to?

 Can the vendor and the product live up to the legal and 
regulatory requirements (if any) of your business?

Our Product Roundups™ can help to focus your 
research by organizing the dozens of products into 
manageable groups. We’ve investigated each product 
thoroughly, read the research articles, and spoken with 
business owners to come up with the important characteristics 
that field service businesses look for when they choose their 
technology. These downloadable reports will save you 
valuable time and effort during the beginning stages of the 
evaluation process. 

It’s ultimately your decision, and myCTO will be right 
there with you to give you the tools you need to make the best 
choice possible. 

What’s the Next Step?



myCTO, LLC © Copyright 2008 All Rights Reserved                                 A Short Guide to Software On Demand 8/8

Chong, Frederick, and Gianpaolo Carraro. “Architecture Strategies for Catching 
the Long Tail.” MSDN. April 2006.
http://msdn2.microsoft.com/en-
us/library/aa479069.aspx

Chong, Fred, and Gianpaolo Carraro. “Software-as-a-Service (SaaS): An 
Enterprise Perspective.” MSDN. Oct. 2006. 
http://msdn2.microsoft.com/en-
us/library/aa905332.aspx

Knorr, Eric, Leon Erlanger, and James R. Borck. “A Field Guide to Software 
as a Service.” InfoWorld. April 2005. 
http://www.infoworld.com/article/05/04/18/16FEs
asdirect_1.html

“Software as a service.” Wikipedia. 
http://en.wikipedia.org/wiki/Software_as_a_ser-
vice (28 Jan. 2008).

“New IDC Survey Finds SMBs Less Interested in ‘Software as a Service’ in 
General Than in Individual Service Offerings 
That Address Specific Problems.” IDC. March 
2007. 
http://www.idc.com/getdoc.jsp?containerId=prU
S20595807

myCTO is dedicated to helping small businesses evaluate and select the right software to run their 
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