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Introduction
Software publishers are experiencing a sea of  change in the way they do business. After years of  racing to

keep up with frantic growth in demand, today’s software makers now face a mature industry and a challenging
economic environment, resulting in major shifts in enterprise customer behavior as well as in the software
business model. In this market, software publishers must shift their focus to improving customer retention and
maximizing the value of  existing products.

Success in this market requires software publishers to: improve customer relationships, cut costs and create
new revenue streams. To achieve these goals, publishers are making some of  the following changes to their
business models at an increasing rate:

• Evaluating license renewal rates and processes. Due to the high cost associated with acquiring new
customers, software publishers are stepping up their efforts to generate greater returns from license
maintenance renewal and upgrades. This includes analyzing current customer renewal behavior and re-
evaluating maintenance agreements, to ensure customer satisfaction, that customers are getting value for
their maintenance dollars, and to maximize revenue from those agreements.

• Creating new service delivery models. In an effort to create more reliable revenue streams and assuage
customer concerns about unpredictable software costs, many software publishers are adopting “software
as a service” (subscription-based) business models (which also carries new and significant administrative
costs for the vendor).

• Implementing intellectual property safeguards. Software publishers are investing more heavily in
technology for license and entitlement management to maximize return on their proprietary technology
and to support subscription-based business models.

• Expanding global software development, marketing and distribution. Software publishers know
that success increasingly depends on their ability to market and deliver applications internationally. However,
international regulatory and logistical concerns, paired with heightened security considerations, make business
overseas complex and challenging. Many software vendors look to third-parties to provide regulatory
expertise and/or local support in potentially lucrative foreign markets.

All of these developments point to two critical, yet often divergent, needs
among software publishers: the need to improve customer relationships on
the front end, and the need to improve operational and cost efficiencies on the
back end. In essence, the software maker must find ways to reduce the time
and resources required to develop, market and deliver their applications, while
simultaneously investing resources in tracking, analyzing and managing customer
data in order to better understand and support customers. Customers are also
demanding self-service tools to help them better manage their valuable software
assets. Developing strategies and technologies for achieving these two divergent
goals is the challenge that faces all software publishers in the current market.

Recent events, such as major viruses, worms and denial of  service attacks,
have also triggered a new immediacy to the problem of  software management.
There is a critical need for the immediate delivery, tracking and installation of  software patches and updates. The
provider must carefully track customer installations and versions of its applications, not only to maintain the
integrity of its brand but also to avoid potential liability risks that may be heightened when a vulnerability is
uncovered. Similarly, enterprises are under the gun to quickly obtain and deploy security patches in order to
avoid business downtime or potential liabilities.
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Given these new issues and challenges, many software publishers are discovering that electronic software
delivery and management (ESDM) can be an elegant and economic solution that has great strategic value.
With ESDM, software publishers can integrate and streamline product release, delivery, support and other
business processes to reduce costs, accelerate time to market and revenue recognition, improve software
asset management (both for themselves and for the customer), and to maximize revenues through better
support of  maintenance and subscription-based business models.  The following are some of  the approaches
available for digital software delivery and management.

Evaluating ESDM Alternatives
To improve efficiency, cut costs, maximize existing and/or establish new revenue streams, software publishers

must re-evaluate the methods they currently use for software delivery and management. While many software
vendors use some combination of  physical delivery—such as mailing out CDs—and electronic delivery,
many vendors have not yet established a structured delivery process that takes full advantage of available
ESDM technology. Under current market conditions, however, a serious study of  electronic delivery
strategies—as well as the means to manage them—may lead to improved profitability and customer satisfaction
over time.

In evaluating ESDM strategies, the software publisher essentially has three alternatives that will impact
operational efficiency, costs, and the ability to establish additional revenue streams in varying degrees:

• Do nothing. Software makers can choose to continue to rely on physical media and/or unstructured
methods of  software delivery, such as e-mail or ad hoc file transfer.

• Build it. The software publisher can internally develop and/or enhance a custom software delivery and
management system.

• Buy it. The software maker can seek out a third-party ESDM specialist to provide the software and/
or services required to create a fully featured ESDM solution.

In its favor, the “do nothing” option requires no additional resources or costs. In a few cases, a software
provider may issue new releases so infrequently—or to such a small customer base—that a physical-media
approach may be a viable strategy. When it comes to enterprise software,
however, such cases are increasingly rare.

While the physical-media strategy seems expeditious in the short term, it
has little strategic value and is actually a more costly approach than ESDM
over the long term. The process of  creating, copying and distributing CDs
is slow, expensive and resource-intensive for the provider, while electronic
delivery methods entail fewer steps, lower overhead, and provide the fastest
mechanism to deliver the publisher’s products to customers. For providers
that specialize in enterprise-class software, the most business-efficient delivery
method is electronic, with physical media serving only as a backup.

Enterprise customers also favor locating, receiving information about,
and obtaining new and upgraded software electronically. While File Transfer
Protocol (FTP) downloads have been used for years, an ESDM solution allows for targeted and proactive
notification of applicable new releases, enables a structured order-based method for finding upgrades, and
offers advanced download performance enhancements and flexibility. To compete in the most advanced
enterprises, a software publisher must offer state-of-the-art delivery options.
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As a long-term strategy then, “do nothing” is simply not an option for enterprise software publishers. To
achieve cost efficiency and meet the needs of their enterprise customers, software publishers must develop
an infrastructure for delivering software to the client and managing it afterwards, on an ongoing basis. The
only viable alternatives for enterprise software vendors are to build that infrastructure themselves or to buy
services from a third-party whose core expertise is ESDM. In the next two sections, we offer a comparison
of  the “build” and “buy” alternatives.

The “Build” Alternative
In the early days of  electronic delivery, before the emergence of  third-party alternatives, software publishers

had little choice but to build their own digital delivery infrastructure. Many such “infrastructures” are/were
little more than unmanaged FTP servers that enable the customer to download software at leisure, usually
with a simple password that opened the gates to all available products. These systems perform passably, even
admirably, when only a small number of  customers access them, there are only a small number of  products,
and all customers are entitled to receive all products.

Today, however, the demands on an in-house software delivery
infrastructure are more strategic, stringent and complex. Enterprise customers
demand that their vendors deliver software with a high degree of reliability
and security, yet they want delivery to be swift and simple. Software vendors
today are unleashing many more releases than they did in the early days of
FTP, to an audience that is significantly larger and more sophisticated. Clearly,
it is no longer enough to set up a file server and forget about it, as a software
publisher might have done a decade ago.

To meet current enterprise demands, software publishers must establish a sophisticated network of  high-
performance file servers that can work together to provide automatic failover in the case of  outages and
workload balancing to offset delays caused by high volumes of  requests. These servers must be capable of
delivering software in a variety of  formats, preferably customized to the user’s request. The software must be
delivered with a high degree of  security, often to overseas locations that may have stringent restrictions and/
or tariffs on imported software or levels of encryption. Providers must build systems that not only deliver
software, but also manage access to it, so that only customers who have valid maintenance contract entitlements
and licenses to the software are allowed access.

As with physical-media delivery, an in-house electronic delivery system may initially seem to be a simple,
low-cost solution. An in-house server (or servers) can often be found in the provider’s existing inventory and,
if the in-house staff does all of the initial startup work, there are no new costs associated with a custom-
developed software delivery system. This do-it-yourself approach is attractive to many technical staffers who
feel they already have the know-how and equipment needed to make the delivery system fly.

In reality, there are hidden costs associated with a custom-developed software delivery system. Today’s
software delivery infrastructure must support a number of  interdependent servers and applications, requiring
expertise and technology in networking, traffic management and high availability. The implementation of
such an infrastructure can be both costly and resource-intensive, as it requires both sophisticated programming
and state-of-the-art equipment. Even more importantly, these costs are not eliminated when the delivery
infrastructure is up and running. There is a constant need for monitoring and maintenance by in-house IT
staff  whose skills might be better devoted to the software publisher’s core business. The challenge of  operating
an in-house delivery system has only begun when the initial delivery infrastructure is completed.
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There also are business implications behind the decision to create an in-house software delivery system. An
in-house infrastructure must be integrated with other internal systems and must deliver a high degree of
reliability; downtime can directly result in lost revenue and there typically is no backup infrastructure available.
Even more importantly, the ability to post new releases and entitlements must be delegated to the internal
departments responsible, or the in-house IT staff  will quickly become an unacceptable bottleneck. Furthermore,
an in-house delivery system requires personnel who are familiar with the associated import/export regulations
of the regions where customers will receive the new software. Failure to meet those regulations may result in
fines—or even sanctions—against the offending software publisher. Similarly, sophisticated reporting capabilities
are required to demonstrate compliance with export and/or revenue recognition regulations.

Supporting today’s enterprise customer relationships also requires a level of  functionality that a custom-
developed software delivery infrastructure, built primarily to support software delivery, simply cannot provide.
For example, most in-house built digital delivery systems do not collect information about the customer; they
cannot confirm receipts of  specific files; nor do they feed that data back into a customer account history.
Most custom systems also do not link customer entitlement information to specific software releases, and
therefore cannot provide much assistance in enforcing license terms. In addition, these systems lack the
functionality to proactively notify an individual customer of the availability of appropriate new releases,
which means that the software publisher may lose weeks or months of potential revenue before sales
representatives can reach affected customers.

Finally, most custom-developed software delivery systems do not offer sophisticated reporting capabilities
that enable enterprises to track usage or administer licensed software. The in-house system typically is simply
not designed to provide these administrative capabilities to software publishers and end users, and therefore,
comes up short in its ability to support a more personalized relationship between software supplier and
customer.

The “Buy” Alternative
Since the dawn of  electronic software delivery technology, a wide variety

of  technology has emerged to speed the distribution of  applications to
networked systems. Unfortunately for the software provider, most of  these
solutions were targeted at the end user market, and very few of them offered
the scalability or functionality required for the enterprise software publisher
market. Even though software distribution tools have been available for
more than a decade, most software publishers continue to rely on custom
systems, which previously were the only systems to offer digital delivery
capability.

In recent years, however, a new type of  solution has emerged: the ESDM service provider. Designed
primarily for use by enterprise-class software publishers and other Fortune 1000 companies that distribute
and manage high volumes of  complex applications, or any digital goods, these are usually Web-based, hosted
solutions. In essence, an ESDM service provider builds and maintains the infrastructure required to deliver
and manage enterprise-class software, then leases it out to multiple clients, much as a telecommunications
carrier builds and leases out its infrastructure for voice and data communications.

ESDM service providers do not simply sell a packaged tool to aid in software delivery. They are full-
service contractors who can help enterprise software publishers develop a strategy for software delivery;
“package” their products for efficient download; ensure and track the arrival of applications; and provide an
array of  tools to both the publisher and the publisher’s customers, and manage the software after it is

Even though software distribu-
tion tools have been available for
more than a decade, most soft-
ware publishers continue to rely
on custom systems, which previ-
ously were the only systems to
offer digital delivery capability.



December 2003 • Page 5© 2003 Enterprise Management Associates, Inc.

Electronic
Software
Delivery and
Management
for the
Enterprise:
A Build vs.
Buy Decision

delivered, even down to the desktop. They do all this behind the scenes, so that it is transparent to the
publisher’s customers. Essentially an outsourcing company, an ESDM service provider offers a number of
capabilities and characteristics that a software publisher typically does not have, including:

• Integration. An ESDM provider should provide a solution that can be rapidly and easily integrated
into existing ERP and CRM systems (i.e., a comprehensive set of  APIs), so that the service can be
automated. The benefits of  integration and automation are enormous. ESDM becomes an integral part
of  the sales, product release and support processes. It enables the publisher to take advantage of  data
about customers and the products they are using, and it allows integration with electronic license delivery,
automated updates, print-on-demand, e-commerce, localization and other value-added services.

• Control. Solutions from ESDM providers usually include an array of administrative tools, seldom
found in in-house systems, that give the software publisher real-time, granular control over what they
sell, release and deliver to customers. Examples include tools for: entitlement (order) and subscription
management; a way to manage complex product and file hierarchies, proactive email communication
options and extensive ad hoc reporting capabilities.

• Expertise. An ESDM provider specializes in the technologies and processes surrounding software
delivery to enterprise-class customers. It offers skill sets seldom found in an in-house staff, including
knowledge of  best practices, software management techniques and international regulatory policies.
The functionality of  an established ESDM service will always be far more sophisticated than an in-
house solution, given the maturity of  the service and the ongoing feedback from a diverse customer set.

• Resources. With a dedicated and highly skilled staff of engineers,
system administrators, operations, support, and product managers, in
addition to a sophisticated infrastructure, the ESDM provider can
immediately deliver capabilities, service levels, and ongoing
enhancements that would take most software publishers years to build.
The quantity of resources that the ESDM provider allows a software
publisher to outsource reduces their IT costs, freeing up internal
resources for more strategic projects.

• Efficiency. The ESDM provider also offers economies of  scale that enable it to offer more sophisticated
delivery and management capabilities than any single software maker and at a lower operating cost. In
addition, because ESDM is usually its core expertise, the ESDM provider’s infrastructure has been
tested across many software vendors and applications, and it offers a higher degree of reliability and
uptime than any custom-developed digital delivery system. Lastly, a good ESDM provider will have a
proven track record of on-schedule, fast ESDM site implementation, enabling the software publisher
to avoid the cost overruns and risks frequently observed with internal projects. The time to market of
an outsourced ESDM solution will be much faster than an in-house implementation.

• Predictability. While custom-developed delivery systems may seem to offer a low cost of
implementation, most software publishers have discovered that they also incur unexpected costs, such
as the need for server replacement, upgrades, load balancing technology or backup systems that generally
are unplanned and out of budget. An ESDM provider, on the other hand, offers predictable monthly
costs that can be budgeted well in advance, even during spikes in demand. In addition, the ESDM
providers are typically prepared to put a real commitment behind their service deliverables through the
use of  Service Level Agreements (SLAs) with financial commitments around implementation schedules,
site availability, and performance.

The quantity of resources that
the ESDM provider allows a
software publisher to outsource
reduces their IT costs, freeing up
internal resources for more
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• Best practices. An ESDM provider already has established best practices through years of work with
other clients, and can help you rapidly establish and benefit from best practices.

Aside from the efficiencies it offers through expertise, infrastructure and economies of scale, an ESDM
provider may also present the enterprise software publisher with another attractive opportunity: revenue
enhancement. Unlike internal ESDM systems, which are designed primarily as overhead infrastructure, an
ESDM provider develops its services to help software vendors reduce costs and create new and expanded
revenue streams for the software provider. This is a symbiotic relationship, because the ESDM provider can
increase its own revenue and attract new software publishers by offering and continually adding services that
help the software publisher reduce costs and maintain and acquire new customers. Examples of  revenue
enhancement include the following:

• Proactive notification. ESDM providers provide the means to proactively—and selectively-notify
customers of the availability of new releases, patches or upgrades as soon as they are ready for
distribution. This capability to communicate with customers and to notify them of new products of
specific interest to them immediately upon availability is typically not found in custom delivery solutions.
However, it is a powerful opportunity to improve customer satisfaction and realize additional revenue.

• Automated Updates. Software publishers and their customers understand the importance of  updating
systems (servers, workstations and desktops) for security, system stability and data currency. A fully
featured ESDM system can offer a combined solution that pairs automatic desktop and server updating
capabilities with order-based access controls for a one-stop, end-to-end, automated and personalized
update solution.

• Proven solutions. ESDM solutions are proven “battle-tested” solutions, thus lessening the likelihood
of customer complaints or churn. By contrast, most custom systems go through a “startup” phase in
which bugs and hitches in the software delivery process are still being ironed out and where customers
may experience delays or errors in delivery that may cause them to hold off on implementation or
hesitate on purchasing new releases.

• Reduce costs. In many cases, an ESDM service can substantially
improve the software publisher’s operational efficiency. By providing
a mature, predictable shared infrastructure and staff, the ESDM provider
can ensure that the software publisher will operate at a steady, lower
cost and will not have to add equipment or staff during peak periods
of demand. In addition, an ESDM provider will generally provide
the means to easily integrate the software delivery process with existing
back-office systems, helping the software publisher to provide a
seamless product release and delivery process that meshes well with
other, existing business applications and processes.

• Reporting. ESDM providers generally provide a data warehouse and extensive standard and ad hoc
reporting capabilities that enable the software publisher to track and analyze more customer and
application delivery data than in-house delivery systems. This data significantly enhances cross- and up-
selling of products or modules, expedites license and maintenance renewals, new release planning and
product development.

• Personalization. With detailed and granular customer and order data, a software publisher can create
products, capabilities or delivery processes that are tailored to the needs of  the individual customer.
These personalized offerings can make the difference in winning a sale against a software competitor, or

By providing a mature,
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in maintaining the loyalty of  existing customers. Again, these value-added services would be difficult or
impossible to create via an in-house delivery system, which generally does not collect sophisticated
customer data.

• License Delivery and Management. Additionally, certain ESDM providers offer broader solutions
that address product licensing in addition to software delivery. This approach provides significant value
to both the software publisher and the enterprise customer. The use of  a robust licensing strategy is
essential for the software publisher to eliminate piracy and drive increased revenue from their existing
customer base, and the services offered by the ESDM provider can simplify the systems and business
logistics required to manage and deliver those licenses. The experience and satisfaction of  the enterprise
customer is improved by providing a single point of access for both software and the license keys that
unlock that software.

Finally, an ESDM provider may help software publishers prepare for new markets, such as software as a
service. While approximately ninety percent of  software delivery today still flows via FTP, there is strong
movement among enterprises to embrace next-generation methods for receiving and sharing applications,
including XML, HTTP, HTTPS, and other secure access methods. As enterprises evolve in the way they
approach applications delivery and sharing, an ESDM service provider is much more likely to have the skills
and resources required to implement new delivery and licensing technologies than any single software publisher’s
in-house system.

Recommendations
When evaluating ESDM alternatives, it is easy for the software publisher

to view the in-house solution as less expensive, because it appears to have
low startup costs. As we have seen in the previous sections, however, the
most effective means of evaluating ESDM alternatives is to take a long-
term, systems view. Start by asking the following questions:

• Which alternative will provide the greatest cost and operational efficiency
over time?

• Which alternative is likely to deliver the greatest level of  performance and reliability?
• Which alternative will provide the most avenues for additional revenue generation?
• Which alternative will integrate most easily and efficiently with my existing systems and business processes?
In most cases, the “buy” alternative offers significant advantages over the “build” option. While it may take

some time to rewrite the conventional wisdom that has led software makers to build in-house systems in
years past, it is clear that software publishers have a relatively easy decision between “build” and “buy,”
because the ESDM provider option continues to grow increasingly more attractive.

How should the software publisher choose its ESDM provider? This is obviously a complex question,
and a complete answer might constitute a detailed report. At a high level, however, there are three basic
categories of  ESDM service providers competing in the market today: e-commerce providers, content
delivery networks and full-service ESDM providers.

• E-commerce service providers, such as Digital River, Inc., offer electronic software delivery capabilities
as part of a suite of capabilities that includes online storefronts, electronic marketing tools, electronic
catalog and/or electronic fulfillment capabilities. These providers have marketed their services to software
publishers (usually business-to-consumer publishers) offering ESD as a fulfillment option. However, in

...the most effective means of
evaluating ESDM alternatives
is to take a long-term, systems
view.
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most cases these providers do not offer ongoing software maintenance and administration capabilities,
such as license delivery and management, real-time, granular order and subscription management and
automated updates.

• Content delivery networks, such as Akamai Technologies, Inc., specialize in transporting all varieties
of electronic content from point-to-point. In some cases, this content may include electronic delivery
of  applications or source code, along with many other data and file types. The specialty of  these
networks is fast, point-to-point content delivery, and they typically serve large Web or e-commerce
businesses that need to deliver content to end users with very low latency. As such, most content delivery
networks are accustomed to working with very small applications and applets with no entitlement
restrictions, as opposed to enterprise software. In addition, most content delivery networks do not
offer rich reporting capabilities, making them an unattractive option for software publishers that wish
to collect and analyze data on customer behavior and entitlement.

• Full service ESDM providers, such as Intraware, Inc., are those that have built a dedicated infrastructure
and business model solely for electronic software delivery and management. A full-service ESDM
provider can offer digital delivery capabilities for complex, enterprise-level software, licenses and other
digital content, plus software and license management, automated updates and reporting and analysis
capabilities. An ESDM provider also offers an infrastructure with high reliability, extensive load balancing,
performance management and backup/recovery capabilities. Such a provider offers extensive regulatory
expertise to aid in the delivery of  software across national and regional boundaries. A full-service
ESDM provider also is capable of tying its systems and capabilities directly with those of the software
publisher, creating a seamless delivery and management process, rather than acting as a stand-alone
application. Clearly, of  the available alternatives, the full-service ESDM provider is the most functionally
rich and operationally efficient choice. In the future, it is likely that software publishers will embrace
ESDM services and rely less heavily on homegrown digital delivery technology.
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