
Application Service Provider (ASP) 

Introduction 

An Application Service Provider (ASP) is a company or organization that delivers 
software applications and related services to customers over a network, typically the 
internet. Instead of purchasing, installing, and maintaining software on their own 
hardware, customers access applications hosted by the ASP, often on a subscription 
or pay-as-you-go basis. This model is a precursor to modern Software-as-a-Service 
(SaaS) and has been a significant step in the evolution of cloud computing. 

 

Key Characteristics of ASPs 

1. Centralized Hosting: 
○ The ASP hosts the software on its own servers and provides customers 

with access through the internet or a private network. 
2. Subscription-Based Pricing: 

○ Customers pay a recurring fee (monthly, yearly, or usage-based) to use 
the software and services. 

3. Customization: 
○ ASPs often provide customization options to cater to the unique needs 

of different businesses. 
4. Maintenance and Support: 

○ ASPs are responsible for maintaining the software, applying updates, 
ensuring security, and providing technical support. 

5. Multi-Tenancy: 
○ Many ASPs serve multiple customers using a single instance of an 

application, with data segregated to ensure privacy. 

 

Types of ASPs 

1. Enterprise ASPs: 
○ Focus on large organizations and provide mission-critical applications 

such as Enterprise Resource Planning (ERP), Customer Relationship 
Management (CRM), and supply chain management. 

2. Vertical Market ASPs: 
○ Offer specialized applications designed for a specific industry, such as 

healthcare, legal, or real estate sectors. 
3. Local/Regional ASPs: 

○ Cater to smaller businesses within a specific geographic area, offering 
tailored solutions for local needs. 

4. Specialized ASPs: 



○ Provide single-function applications, such as email hosting, payroll 
management, or e-commerce platforms. 

5. Full-Service ASPs: 
○ Deliver a broad range of services and applications to meet various 

business needs. 

 

Advantages of ASPs 

1. Cost Efficiency: 
○ Businesses save money on infrastructure, software licensing, and IT 

staff by outsourcing these functions to ASPs. 
2. Ease of Access: 

○ Applications are accessible from any device with an internet 
connection, enabling remote work and collaboration. 

3. Scalability: 
○ ASPs can easily scale services up or down based on the client’s 

requirements. 
4. Rapid Deployment: 

○ Customers can quickly start using the software without lengthy 
installation processes. 

5. Focus on Core Activities: 
○ Outsourcing IT services allows businesses to concentrate on their 

primary operations instead of managing complex IT systems. 

 

Challenges and Limitations 

1. Data Security: 
○ Hosting sensitive business data on third-party servers raises concerns 

about data breaches and unauthorized access. 
2. Dependency on Internet Connectivity: 

○ Access to applications is entirely dependent on reliable internet 
connectivity, which can be a challenge in some regions. 

3. Limited Customization: 
○ ASPs may not always provide the level of customization required by 

highly specialized businesses. 
4. Vendor Lock-In: 

○ Businesses may find it challenging to switch providers due to data 
migration complexities or compatibility issues. 

5. Performance Issues: 
○ Shared infrastructure or server downtimes can affect application 

performance and availability. 

 



Applications of ASPs 

1. Customer Relationship Management (CRM): 
○ ASPs like Salesforce (an early ASP-turned-SaaS pioneer) offer CRM 

solutions for managing customer interactions and improving sales. 
2. Human Resource Management (HRM): 

○ Applications for payroll, employee records, and performance tracking. 
3. Financial and Accounting Software: 

○ Tools for bookkeeping, tax calculations, and financial reporting. 
4. E-Commerce Platforms: 

○ Applications enabling businesses to set up and manage online stores. 
5. Collaboration Tools: 

○ Email, project management, and file-sharing tools to enhance team 
productivity. 

 

Examples of Early ASPs 

1. Salesforce: 
○ Initially operated as an ASP before transitioning into a leading SaaS 

provider. 
2. NetSuite: 

○ Delivered ERP and CRM applications to businesses as an ASP. 
3. PeopleSoft: 

○ Offered HR and ERP solutions via an ASP model in the early stages. 

 

Evolution into SaaS 

The ASP model laid the groundwork for the modern Software-as-a-Service (SaaS) 
industry. While ASPs primarily hosted third-party applications, SaaS providers often 
develop and maintain their proprietary software. SaaS also improves on scalability, 
performance, and user experience, addressing some of the limitations of ASPs. 

 

Conclusion 

Application Service Providers were an innovative solution in the late 1990s and early 
2000s that revolutionized how businesses accessed software. By reducing costs, 
simplifying IT management, and offering flexible access, ASPs became a stepping 
stone to the more advanced and widely adopted cloud computing solutions we see 
today. While ASPs have largely been replaced by SaaS models, their influence on the 
IT industry is undeniable, as they introduced the concept of software as a service. 
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