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Executive Summary
The US cloud market for small and medium businesses (SMBs) is 
growing rapidly. Increasing numbers of SMBs are rushing to leverage the 
value of the cloud, which gives them enterprise-level computing power, 
applications, and services at prices they can afford. In 2011 alone, since 
7HYHSSLSZ�YLSLHZLK�[OL�ÄYZ[�:4)�*SV\K�0UZPNO[Z��YLZLHYJO��TVYL�[OHU�
a million US SMBs have started using cloud services. We expect this 
NYV^[O�[V�JVU[PU\L�HZ�TVYL�HUK�TVYL�:4)Z�YLHSPaL�[OL�ILULÄ[Z�[OL�
cloud can bring to their businesses.

Having initially interviewed 400 US SMBs of different sizes and industries 
about their cloud service consumption, plans, and attitudes in 2010, 
Parallels refreshed this research for 2011 with new interviews, to 
determine what changes had taken place in the intervening months. 
Our research addressed SMBs’ usage and attitudes both in general 
HUK�^P[O�YLZWLJ[�[V�MV\Y�ZWLJPÄJ�JH[LNVYPLZ�VM�JSV\K�ZLY]PJLZ·OVZ[LK�
infrastructure, web presence services, hosted communication and 
collaboration, and business applications (also known as software-as-a-
service, or SaaS). By combining the results of these interviews with our 
in-depth industry expertise, we have created a comprehensive view of the 
<:�:4)�THYRL[�MVY�JSV\K�ZLY]PJLZ�PU�����·PUJS\KPUN�HU�\UKLYZ[HUKPUN�
of how the space has grown and evolved over the past year. This paper 
Z\TTHYPaLZ�V\Y�ÄUKPUNZ��^P[O�H�MVJ\Z�VU�WYV]PKPUN�WYHJ[PJHS�PUZPNO[Z�HUK�
identifying targeted opportunities that will help service providers drive 
growth in the US SMB cloud market in 2012 and beyond.  

Parallels calculated the US SMB market at the end of 2011 to be $15.1B 
across all categories of cloud services. As shown in Figure 1, hosted 
infrastructure contributes $5.9B to this market, web presence services 
contributes $2.7B, hosted communication and collaboration (including 
premium business e-mail and hosted PBX) adds $2.2B, and business 
applications, also known as SaaS, account for the remaining $4.3B.  

Parallels also looked into small businesses without employees (“non-
employers”) as a separate market. These businesses spent an additional 
$1.6B on cloud services. While non-employer SMBs have a much lower 
consumption and awareness of cloud services than the rest of the SMB 
WVW\SH[PVU��[OLPY�ZOLLY�U\TILYZ·[OLYL�HYL���4�VM�[OLT·THRL�[OLT�
an enormous opportunity for service providers who take the time to 
LK\JH[L�[OLT�HIV\[�[OL�ILULÄ[Z�VM�JSV\K�ZLY]PJLZ��

Figure 1. SMB cloud services market size in the United States
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;V�OLSW�ZLY]PJL�WYV]PKLYZ�[HYNL[�[OLPY�THYRL[PUN��7HYHSSLSZ�OHZ�PKLU[PÄLK�[OYLL�
major groups of SMBs that represent cloud service growth opportunities: 

�� Cloud Converters. These SMBs currently have in-house 
solutions but are either moving or planning to move to hosted 
services. For example, many SMBs that currently have in-house 
servers may switch to hosted servers when it comes time to 
upgrade their infrastructure.

�� Cloud Leapers. This category consists of SMBs that currently 
are not using an in-house IT solution (that is, they have no servers, 
no web server, and no PBX system) and are likely to move straight 
to the cloud, “leapfrogging” the typical intermediate step of 
purchasing in-house IT.  These companies might have rudimentary 
IT equipment, such as external hard drives for storage or Excel 
workbooks for accounting, but they don’t have the in-house 
PUMYHZ[Y\J[\YL�VY�ZVM[^HYL�\ZLK�I`�[OL�*SV\K�*VU]LY[LYZ��;OPZ�
category also includes new SMBs that choose cloud services over 
traditional in-house IT as they are starting their business.

�� Cloud Expanders. These SMBs, which are already using some 
form of cloud services, represent an opportunity for upselling to 
new and expanded cloud offerings.

In these three opportunity areas, Parallels predicts the US market will 
grow by $9.2B over the next three years, reaching $24.3B in 2014. By 
becoming familiar with each of these SMB audiences and targeting 
[OLT�^P[O�[OL�ZLY]PJLZ�[OL`�ULLK��ZLY]PJL�WYV]PKLYZ�^PSS�IL�HISL�[V�WYVÄ[�
from this impressive ongoing growth in the US cloud services market.

+LÄUP[PVUZ�
This research is focused on the cloud services that matter most 
to SMBs: hosted infrastructure, web presence services, hosted 
communication and collaboration, and a general category we refer 
[V�HZ�¸I\ZPULZZ�HWWSPJH[PVUZ�¹�>L�KLÄUL�LHJO�VM�[OLZL�JSV\K�ZLY]PJL�
categories as follows:

�� Hosted infrastructure (also known as infrastructure-as-a-

service). This category includes dedicated servers, virtual private 
servers (VPS), managed hosting, and utility or elastic computing. 

�� Web presence. This category includes third-party web hosting, 
blogging services, domain registration, SSL and e-commerce 
add-ons, and site-building tools.

�� Hosted communication and collaboration. This category 
consists of business-class e-mail services, including e-mail 
security, e-mail archiving, and mobility; and hosted phone 
services, including hosted PBX and voice-over-IP (VoIP). 

�� Business applications (also known as SaaS). This category 
JV]LYZ�UPUL�THQVY�JSHZZPÄJH[PVUZ�VM�ZVM[^HYL�HWWSPJH[PVUZ�[OH[�
JHU�IL�HJJLZZLK�VUSPUL·JVU[LU[�THUHNLTLU[��L�THPS�HYJOP]PUN�
ZVS\[PVUZ��ÄSL�ZOHYPUN��VUSPUL�HJJV\U[PUN��VUSPUL�IHJR\W�HUK�
Z[VYHNL��VUSPUL�*94��WH`YVSS�HUK�/9��WOVUL�JVUMLYLUJPUN� 
and web conferencing.  
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For each of these cloud service areas, Parallels captured SMBs’ 
current use, attitudes, and future plans. For the hosted infrastructure 
and web presence markets, we also calculated market size. In future 
versions of this research, we plan to add market size details for all cloud 
service categories.

(Z�MVY�V\Y�KLÄUP[PVU�VM�ZTHSS�HUK�TLKP\T�I\ZPULZZLZ��:4)Z�·HSZV�
RUV^U�HZ�ZTHSS�HUK�TLKP\T�LU[LYWYPZLZ��VY�:4,Z·^L�MVSSV^�V[OLY�
YLZLHYJO�HUK�HJHKLTPJ�VYNHUPaH[PVUZ�PU�KLÄUPUN�:4)Z�HZ�JVTWHUPLZ�
with 1 to 1000 employees. There are around 8 million such SMBs in the 
US today. Sub-categories within the SMB segment include:

�� Micro SMBs (companies with 1-19 employees)

�� Small SMBs (companies with 20-99 employees)

�� Medium SMBs (companies with 100-1000 employees)

6\Y�YLZLHYJO�HSZV�PUJS\KLK�UVU�LTWSV`LY�:4)Z·JVTWHUPLZ�[OH[�OH]L�
no employees. This small but growing portion of the cloud services 
THYRL[�JVTWYPZLZ�H�O\NL�U\TILY�VM�I\ZPULZZLZ·��4�H[�[OL�SHZ[�<:�
census. Our analysis treats the non-employer market separately for each 
of the major cloud services because we believe that service providers 
will have the greatest success with this segment by marketing to them 
as a separate audience.

2L`�-PUKPUNZ�PU�[OL�*SV\K
Our research showed that the US cloud market grew by 25% in 
������^P[O�ZVTL�ZLY]PJLZ·LZWLJPHSS`�OVZ[LK�JVTT\UPJH[PVU�HUK�
JVSSHIVYH[PVU·NYV^PUN�T\JO�MHZ[LY��6]LY�[OL�UL_[�ZL]LYHS�`LHYZ��
L]LU�TVYL�:4)Z·WHY[PJ\SHYS`�[OL�TPJYV�I\ZPULZZLZ·^PSS�IL�LU[LYPUN�
the cloud and expanding their use of cloud services, providing huge 
opportunities for service providers that are able to reach them with 
the right services at the right price. Parallels found that different sizes 
and categories of SMBs have different needs and plans for their cloud 
service use, meaning that, for service providers to grow their cloud 
business, it is essential both to know their SMB audiences and to offer 
them the right services: 

1. Know Who the IT Decision Makers Are  
 
Sometimes the IT decision maker in a small business is simply the 
owner or another member of the company’s leadership; in other 
cases, it’s an IT consultant or dedicated IT staff member within 
the company. Our research showed that, to drive new customer 
adoption, service providers’ marketing will need to target the 
right IT decision maker in each case. As Figure 2 illustrates, our 
research indicates that the US SMB market consists of three 
separate decision-making groups:

�� :4)Z�^P[O�UV�0;�Z[HɈ��¸KV�P[�`V\YZLSMLYZ¹���Some 45% of US 
micro SMBs fall into this category, along with 17% of small SMBs 
and nearly all of the non-employers. For these “do-it-yourselfers,” 
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the business owner or a senior member of the company handles 
all purchasing decisions, installation, and maintenance of IT 
solutions. These SMBs need to know how a cloud service will 
ILULÄ[�[OLPY�I\ZPULZZ�HUK�[OLPY�IV[[VT�SPUL��;OL`�HSZV�ULLK�
solutions whose user interface is simple enough to not require 
KL[HPSLK�0;�L_WLY[PZL��*VUZLX\LU[S �̀�THYRL[PUN�TLZZHNLZ�MVY�[OPZ�
NYV\W�ZOV\SK�MVJ\Z�VU�[OL�I\ZPULZZ�ILULÄ[Z�VM�JSV\K�ZLY]PJLZ��
while minimizing the technical complexity behind the solution. 

�� SMBs that hire IT consultants. Approximately 18% of micro 
SMBs, 9% of small SMBs, 6% of medium SMBs, and 5% of 
non-employers use IT consultants. The key target audience 
in this case is the IT consultant(s) being hired. This is a more 
technical audience than the do-it-yourselfers. IT consultants want 
[V�RUV^�HIV\[�[OL�[LJOUPJHS�ZWLJPÄJH[PVUZ�VM�[OL�JSV\K�ZLY]PJL��
P[Z�JVUÄN\YH[PVU�HUK�THUHNLTLU[��ILZ[�WYHJ[PJLZ��HUK�V[OLY�
technical advice. To successfully reach this target audience, 
service providers will be well served to have a white-label reseller 
offering designed for IT consultants, giving them the opportunity 
to resell cloud services to the SMB end customer without having 
to manage the infrastructure themselves. It may also be helpful 
to develop sales and marketing strategies that target the broader 
IT channel, including distributors, as this is a fertile ground for 
reaching IT consultants. 

�� :4)Z�^P[O�H�KLKPJH[LK�0;�Z[HɈ��Some 37% of micro SMBs, 
69% of small SMBs, and 85% of medium SMBs have dedicated 
IT staff. For these SMBs, IT personnel are the primary audience. 
>OPSL�[OL�0;�WLYZVUULS�ULLK�[V�RUV^�[OL�I\ZPULZZ�ILULÄ[Z�ZV�
they can pass them on to senior management, they are much 
more concerned with the technical aspects of the solution and 
^OL[OLY�VY�UV[�P[�Ä[Z�[OL�ULLKZ�VM�[OLPY�JVTWHU �̀�*SLHY��KL[HPSLK�
KVJ\TLU[H[PVU�HIV\[�[LJOUPJHS�ZWLJPÄJH[PVUZ��Z[YVUN�Z\WWVY[��HUK�
cutting-edge technical features will be the key selling points 
for this audience. 

-PN\YL����0;�Z[HɈ�YLWVY[LK�I`�ZPaL�Z\I�ZLNTLU[Z 
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2. ;HYNL[�,HJO�6WWVY[\UP[`�^P[O�[OL�9PNO[�:LY]PJLZ 

 

(Z�TLU[PVULK�PU�WYL]PV\ZS �̀�7HYHSSLSZ�OHZ�PKLU[PÄLK�[OYLL�[`WLZ�VM�
VWWVY[\UP[PLZ�HTVUN�:4)Z!�[OL�*SV\K�*VU]LY[LYZ��^OV�Z^P[JO�
MYVT�PU�OV\ZL�0;�[V�[OL�JVYYLZWVUKPUN�JSV\K�ZLY]PJL"�[OL�*SV\K�
Leapers, who jump into the cloud directly, rather than initially 
I\`PUN�PU�OV\ZL�0;"�HUK�[OL�*SV\K�,_WHUKLYZ��^OV�HYL�HSYLHK`�PU�
the cloud and will expand both their use of the cloud services they 
currently consume and their use of new categories of services, 
such as SaaS or hosted PBX. 

;OL�ZPaL�VM�:4)Z�PZ�SPRLS`�[V�PUÅ\LUJL�IV[O�^OPJO�JSV\K�\ZHNL�JH[LNVY`�
they fall into and who their IT decision makers are. For instance, micro 
:4)Z�HUK�UVU�LTWSV`LY�:4)Z�HYL�TVZ[�SPRLS`�[V�IL�*SV\K�3LHWLYZ�HUK�
¸KV�P[�`V\YZLSMLYZ�¹�^P[O�UV�KLKPJH[LK�0;�Z[HMM��:4)�ZPaL�HSZV�PUÅ\LUJLZ�
what kinds of services they are most likely to buy. Knowing the size of 
the opportunity in each SMB category for each type of cloud service will 
help service providers target their marketing and sales efforts to reach 
the right audiences. 

The following sections examine US SMBs’ use of each of the four 
categories of cloud services in more detail, describing their current use 
of these services, how they choose which services to purchase (or not 
to purchase), and what their future plans for spending are. Throughout 
these sections, we look at each market sub-segment (micro, small, 
and medium) as it relates to the above three target SMB audiences 
(do-it-yourselfers, IT consultants, and dedicated IT staff), detailing the 
opportunities in each case. We also explain how to best target each 
opportunity, which are the best services to offer, and how to address the 
non-employer sub-segment in each case.

Because 

cloud service 

purchase 

KLJPZPVUZ�KPɈLY�
according to 

both SMB size 

and cloud usage 

category (Cloud 

*VU]LY[LYZ��
*SV\K�3LHWLYZ��
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,_WHUKLYZ���
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In the hosted 

infrastructure 

ZWHJL��TPJYV�
SMBs are 

most likely 

to be Cloud 

3LHWLYZ��HUK�
medium SMBs 

are most likely 

to be Cloud 

Converters.

Hosted Infrastructure 
Hosted infrastructure is already well-established among US SMBs, with 
22% reporting its use. As Figure 3 illustrates, the hosted server market 
has grown 20% since our 2010 research, to a current value of $5.9B, 
^P[O�HWWYV_PTH[LS`����4�OVZ[LK�ZLY]LYZ�PU�\ZL·HUK�P[�JVU[PU\LZ 
to grow rapidly. 

In the past year, 7% more SMBs entered the server market, including 
purchasers of both in-house and hosted servers. Of these new market 
LU[YHU[Z�������[OL�*SV\K�3LHWLYZ��^LU[�Z[YHPNO[�[V�[OL�JSV\K��HUK�[OL�
remaining 40% purchased in-house servers. The new server adoption 
trend is especially marked among micro SMBs, where overall server 
WLUL[YH[PVU�NYL^�I`����·HUK�[OLZL�:4)Z�^LYL�[OYLL�[PTLZ�TVYL�SPRLS`�
to go to the cloud than to buy in-house infrastructure. 

>L�HSZV�ZH^�THYRL[�NYV^[O�HTVUN�[OL�*SV\K�*VU]LY[LYZ·:4)Z�
that switched from in-house servers to hosted servers. Over the past 
year, approximately 8% of SMBs with in-house servers converted to 
[OL�JSV\K·H�[YLUK�KYP]LU�THPUS`�I`�[OL�TLKP\T�:4)�ZLNTLU[��^OLYL�
hosted infrastructure grew by 23%. As service providers educate more 
small SMBs about the simplicity and lifetime cost savings of cloud 
services, we expect to see many of these SMBs follow suit.  

Figure 3. Changes in hosted server penetration among 

US SMBs over 2011

Targeting the Opportunity

Despite the maturity of the hosted infrastructure market among US 
:4)Z��7HYHSSLSZ�ZLLZ�YVVT�MVY�JVU[PU\LK�NYV^[O·WHY[PJ\SHYS`�HJYVZZ�
[OL�TPJYV�HUK�ZTHSS�:4)�ZLNTLU[Z��^OLYL�*SV\K�*VU]LY[LYZ�HUK�*SV\K�
Leapers will drive the opportunity.  Parallels estimates that this market will 
OH]L�H�JVTWV\UK�HUU\HS�NYV^[O�YH[L��*(.9��VM�����PU�������ILJVTPUN�
an $8.5B market by the end of that year. Following is a breakdown of the 
growth within each of the three cloud usage categories.
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Cloud Converters. A key opportunity in the US SMB market is the 
replacement of in-house servers with hosted servers, which could add 
2.4M new hosted servers to the market in the next three years. 

This opportunity is especially strong among SMBs without dedicated 
IT staff or IT consultants: the do-it-yourselfers. For these SMBs, hosted 
servers have the advantage of not requiring maintenance effort or 
technical expertise. 

Micro SMBs, which mostly fall into the do-it-yourself IT category, 
YLWYLZLU[�HU�LZWLJPHSS`�ZPNUPÄJHU[�VWWVY[\UP[ �̀�HZ����4�:4)Z�MHSS�PU[V�
this size segment. As Figure 3 shows, 37% of these companies currently 
use in-house servers. Of those, our research indicates that 38% either 
KLÄUP[LS`�WSHU�[V�Z^P[JO�[V�OVZ[LK�ZLY]LYZ�PU�[OL�UL_[�[OYLL�`LHYZ�VY�HYL�
considering doing so.  Small SMBs, the second largest group in the do-
P[�`V\YZLSM�JH[LNVY �̀�HSZV�YLWYLZLU[�H�NVVK�VWWVY[\UP[ �̀�*\YYLU[S �̀�����
of these companies have in-house servers, and 56% of those are either 
KLÄUP[LS`�WSHUUPUN�[V�Z^P[JO�[V�OVZ[LK�ZLY]LYZ�PU�[OL�UL_[�[OYLL�`LHYZ�VY�
considering doing so. To succeed in moving both micro and small SMBs 
[V�[OL�JSV\K��ZLY]PJL�WYV]PKLYZ�ZOV\SK�LTWOHZPaL�[OL�I\ZPULZZ�ILULÄ[Z�
of their hosted server offerings. 

The medium SMB segment will also continue to convert from in-house 
servers to the cloud, with 47% of this segment reporting that they are 
considering moving to the cloud in the next three years. In marketing to 
SMBs in this segment, most of whom have dedicated IT staff, focus on 
the technical advantages of hosted infrastructure. 

Cloud Leapers. New adopters of IT infrastructure also represent a 
strong opportunity among US SMBs. These SMBs do not currently 
use servers, but, as they decide to add them, they will go directly to 
the cloud, rather than taking the intermediate step of buying in-house 
servers. Of these new adopters, micro SMBs represent the best 
opportunity, with a substantial 43% of them currently not using servers 
VM�HU`�RPUK��HUK�����VM�[OVZL�YLWVY[PUN�[OH[�[OL`�LP[OLY�KLÄUP[LS`�WSHU�
to add a hosted server in the next three years or are considering doing 
so. This opportunity could add an additional 2.5M hosted servers to the 
market.  

Cloud Expanders.  The hosted infrastructure market also has room 
for upselling SMBs that are already using hosted infrastructure, but are 
looking both to expand their use of hosted servers and to purchase more 
value-added services, such as control panels and back-up and security 
services. This opportunity is largest among small and medium SMBs, 
where 24% and 38%, respectively, of current hosted infrastructure users 
plan to increase their spending in the next three years. 

Among Cloud 

*VU]LY[LYZ��
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Z[HɈ�YLWYLZLU[�
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3LHWLYZ��
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Offering the Right Services

In tailoring hosted infrastructure offerings to SMBs, service providers 
need to both include the features that are most important to them and 
overcome any concerns they have about adopting the service. Following 
are some of the approaches that our research shows will be most 
successful in encouraging SMBs to adopt hosted infrastructure:

�� 6ɈLY�SV^�JVZ[�VW[PVUZ·=7:�HUK�JSV\K�PUMYHZ[Y\J[\YL��Our 
most recent research shows that price is now the most important 
criterion for SMBs purchasing hosted infrastructure, overtaking 
technical characteristics, which was the top-ranked criterion in 
2010 (see Figure 4). Price is also SMBs’ leading reason to keep 
servers in-house, as shown in Figure 5. Educating SMBs on the 
true cost of owning an in-house server, while also offering them 
lower-priced hosted infrastructure options, will help encourage 
adoption. VPS offerings are a good option for price-sensitive 
:4)Z��HZ�[OL`�KLSP]LY�HSS�[OL�ZLJ\YP[`�HUK�PZVSH[PVU�ILULÄ[Z�VM�H�
KLKPJH[LK�ZLY]LY�H[�H�MYHJ[PVU�VM�[OL�JVZ[��*SV\K�PUMYHZ[Y\J[\YL·
^P[O�P[Z�\ZL�IHZLK�WYPJPUN�TVKLS·PZ�HSZV�HU�L_JLSSLU[�VW[PVU�MVY�
price-sensitive SMBs.

-PN\YL����*OHUNLZ�PU�<:�:4)Z»�RL`�W\YJOHZL�JYP[LYPH�MVY 
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Figure 5. Changes in US SMBs’ reasons to keep servers in-house

�� Provide top-notch technical features. Technical features are 
ranked as SMBs’ second most important purchase criterion for 
hosted infrastructure (see Figure 4). Particularly in the case of 
SMBs with dedicated IT staff or IT consultants, service providers 
should focus on the technical characteristics that differentiate their 
offerings from those of their competitors, while also clarifying that 
hosted servers provide all the same features as in-house options. 

�� Upsell with value-added services. As mentioned above, 24% 
of small SMBs and 38% of medium SMBs plan to increase their 
hosted infrastructure spending over the next three years. Offering 
value-added services such as backup, security, and control 
panels will help them improve the security and usability of 
their infrastructure. 

�� Continue to educate SMBs. SMBs’ security and privacy 
concerns about hosted infrastructure are down by 20% since 
last year, as shown in Figure 5, indicating that service providers’ 
educational efforts about the security of hosted infrastructure 
have had some success. However, with 33% of SMBs that have 
in-house infrastructure still worried about the security of hosted 
VMMLYPUNZ��HUK�����LYYVULV\ZS`�ILSPL]PUN�[OH[�ZWLJPÄJ�HWWSPJH[PVUZ�
cannot be run on hosted servers, more education is clearly 
needed. One of the best ways to reach SMBs is through clear and 
informative website, as this is SMBs’ third most popular criterion 
when choosing hosted infrastructure (see Figure 4).
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Addressing the Non-Employer Segment

*\YYLU[S �̀�VUS`����VM�UVU�LTWSV`LYZ�HYL�\ZPUN�OVZ[LK�PUMYHZ[Y\J[\YL��
with a total market size of $725M. However, non-employers constitute 
a large group of US SMBs, and 18% of them are considering adding 
hosted servers in the next three years, making this group a sizable 
*SV\K�3LHWLY�VWWVY[\UP[ �̀�0U�HKKP[PVU��ZVTL�]LY`�[LJOUVSVN`�MVJ\ZLK�
non-employers have in-house servers, and 30% of these companies are 
considering converting to the cloud. 

Education will be key to driving growth in the non-employer segment, 
since 50% of them have security and privacy concerns about hosted 
ZLY]LY�VMMLYPUNZ·H�OPNOLY�WLYJLU[HNL�[OHU�HU`�V[OLY�:4)�ZLNTLU[��
Price is also important, with non-employers citing price both as their 
top purchase criterion and as their top reason to keep in-house 
servers. These price concerns make VPS an ideal offering for the 
non-employer segment. 

Web Presence

Website use continued to grow over the course of 2011, as more SMBs 
built out their web presence (see Figure 6). By the end of 2011, 70% 
of US SMBs had a website, and 53% of these were using a service 
provider to host it. Overall, the web presence services market grew by 
17% in 2011, to $2.7B, driven both by new entrants to the market and by 
upselling existing web presence users. Our research indicates that the 
overall market will grow 10% year-over-year, reaching $3.6B in 2014.

Most of the growth in this area came from micro SMBs, who are 
increasingly adding websites to their businesses. Use of websites by this 
segment grew by 13% in 2011. In addition, spending on web presence 
services is up by nearly 40% on average since our 2010 research, 
indicating the increasing importance of upselling in this mature cloud 
services space. 

Figure 6. Changes in use of web presence services 

among US SMBs
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Targeting the Opportunity

While growth in web presence services is slowing down overall, Parallels 
sees room for continued growth, particularly in micro SMBs in both the 
*SV\K�*VU]LY[LY�HUK�*SV\K�3LHWLY�JH[LNVYPLZ��6WWVY[\UP[PLZ 
HSZV�L_PZ[�MVY�\WZLSSPUN�ZLY]PJL�WYV]PKLYZ»�L_PZ[PUN�J\Z[VTLYZ·[OL 
*SV\K�,_WHUKLYZ��

Cloud Converters. �*\YYLU[S �̀�����VM�TPJYV�:4)Z�HUK�����VM�ZTHSS�
:4)Z�OH]L�ZLSM�OVZ[LK�^LIZP[LZ·HU�L_WLUZP]L�HUK�[LJOUPJHSS`�JVTWSL_�
solution when compared to the inexpensive stand-alone web hosting 
plans that are readily available. In fact, 70% and 66% of these micro 
and small SMBs, respectively, say they either are already planning to 
switch to third-party web hosting plans in the next three years or are 
considering doing so. This opportunity could add 670,000 hosted 
websites to the current market. 

Cloud Leapers. While the market for websites is becoming saturated 
for larger SMBs, there still is plenty of opportunity to convince micro 
SMBs that don’t currently have websites to go straight to the cloud 
to build their web presence. In fact, a full 50% of micro SMBs without 
websites reported that they plan to add websites using a third-party 
ZLY]PJL�WYV]PKLY�PU�[OL�UL_[�[OYLL�`LHYZ·HU�VWWVY[\UP[`�[OH[�JV\SK�HKK�
one million new web hosting plans to the market. 

Cloud Expanders. The largest opportunity in US SMB web presence, 
however, lies in upselling the existing customer base. Across the 
country, SMBs currently account for over 3 million web hosting 
accounts. Some 31% of all SMBs using a stand-alone web hosting 
WSHU�PU[LUK�[V�PUJYLHZL�[OLPY�ZWLUKPUN�PU�[OL�UL_[�[OYLL�`LHYZ·HUK�[OPZ�
number is as high as 68% among medium SMBs. By offering value-
added tools and services to all SMB web presence customers, service 
WYV]PKLYZ�JHU�ZPNUPÄJHU[S`�PUJYLHZL�H]LYHNL�YL]LU\L�WLY�\ZLY��(97<��
and decrease customer churn. 

Offering the Right Services

Following are some of the approaches that our research shows will be 
most successful in growing web presence services:

�� <WZLSS�L_PZ[PUN�J\Z[VTLYZ�^P[O�[OL�]HS\L�HKKLK�[VVSZ�[OL`�
need. The top two web presence services to offer SMBs are:  

�� Website design tools. *\YYLU[S �̀�ZVTL�����VM�<:�:4)Z�
design their websites in-house. By offering website design 
tools, service providers can help these SMBs create more 
ZVWOPZ[PJH[LK�^LIZP[LZ�PU�OV\ZL�^P[OV\[�H�ZPNUPÄJHU[ 
outlay of cash. 

�� Social media. US SMBs are increasingly using social 
media to boost their web presence (see Figure 7). 
Facebook page use is still the leading form of web 
presence outside of websites, used by 44% of SMBs. 
LinkedIn pages and blogging are also increasingly popular, 
and Twitter has gathered a large following among medium 
SMBs. Service providers can capitalize on the social media 
trend by enhancing their stand-alone web hosting offerings 
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with tools that give SMBs the ability to create Facebook 
pages and other forms of social media and cross-link them 
to their own websites. The recent integration of Parallels 
Web Presence Builder with Facebook will allow SMBs to 
do just that.

Figure 7. Use of online presence among US SMBs

�� +YP]L�WYVÄ[HIPSP[`�[OYV\NO�HKK�VU�ZLY]PJLZ��UV[�
web hosting plans. Price is now US SMBs’ top-ranked 
purchase criterion for web hosting plans, up from second 
place in 2010 (see Figure 8). Even though web hosting 
margins are already lean, SMBs continue to search for 
the least expensive provider. Parallels believes in the near 
future web hosting will become a loss leader and be used 
to drive sales in other areas of cloud services. The best 
VWWVY[\UP[`�MVY�WYVÄ[HIPSP[`�PU�^LI�WYLZLUJL�ZLY]PJLZ�^PSS�
come from offering the value-added services that SMBs 
are increasingly demanding, such as web presence 
applications, communication and collaboration, and 
business applications. Expanding services in these 
areas will help service providers stay on top in the web 
hosting business.  
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-PN\YL����*OHUNLZ�PU�RL`�^LI�WYLZLUJL�W\YJOHZL�JYP[LYPH�MVY 
US SMBs (scale of 0 to 10)

Addressing the Non-Employer Segment 

5VU�LTWSV`LY�:4)Z�^PSS�IL�[OL�THPU�ZV\YJL�VM�ZPNUPÄJHU[�U\TILYZ�VM�
UL^�^LI�OVZ[PUN�HJJV\U[Z�PU�[OL�\WJVTPUN�`LHYZ��*\YYLU[S �̀�VUS`�����
of non-employers have a website, and almost all of them use 
web hosting. Because there are still nearly 14M US non-employer 
:4)Z�^P[OV\[�^LIZP[LZ��[OL�J\YYLU[�����4�THYRL[�OHZ�ZPNUPÄJHU[ 
room to grow. 

As with larger SMBs, price is the top purchase criterion–but with the 
non-employer segment, the upsell opportunity could be huge. For 
example, 77% of these companies design their websites in-house, 
making them excellent candidates for site-building add-ons. The 
try-before-you-buy approach available with Parallels Web Presence 
Builder gives service providers a great opportunity to inexpensively 
acquire new customers in this size segment. 

Non-employer SMBs are also heavy users of social media: 45% have 
Facebook pages (the same percentage as the larger SMB segments), 
����[^LL[��HUK�����ISVN��*VUZLX\LU[S �̀�ZVJPHS�TLKPH�PU[LNYH[PVU�[VVSZ�
will be a key way to upsell these SMBs.

Hosted Communication 
and Collaboration

Parallels focused its hosted communication and collaboration research 
on two areas: premium business e-mail and hosted PBX. The overall 
market for these two services in the US is smaller but growing fast, with 
18% of SMBs paying for premium e-mail and 10% purchasing hosted 
PBX. In upcoming years, we expect these two services to be among the 
highest growth areas in cloud services. 

Non-employer 

SMBs represent 

a huge web 

presence 

opportunity—

both for web 

OVZ[PUN��HZ�TVYL�
of them create 

^LIZP[LZ��HUK�
for site-building 

and social 

media add-on 

tools.

10.0

0.0

7.5

5.0

2.5

Pre-
sa

les
 su

pp
ort

*SL
HY��
PUMV

YT
H[P]
L 

web
site

9L
JV
TT

LU
KH
[PV
UZ

Lo
ca

l P
rov

ider

Onlin
e r

es
ea

rchPric
e

� Micro SMBs     � Small SMBs    � Medium SMBs              Overall SMBs

Tec
h c

ha
rac

ter
isti

cs

Well-
kn

ow
n b

ran
d

8.6
7.5 7.2

6.9
6.1 5.6

8.18.4

Change in 

ranked position +1 +1 -2 +2 · -2 · ·



14

Hosted E-mail 

Premium business e-mail includes such added features such as team 
collaboration, shared calendars, e-mail archiving, mobility, and security. 
*VTWHYLK�^P[O�[OL�V]LYHSS�L�THPS�THYRL[·^OPJO�PUJS\KLZ�MYLL�HJJV\U[Z�
[OYV\NO�0:7Z�VY�WYV]PKLYZ�SPRL�.VVNSL��PU�OV\ZL�L�THPS�ZLY]LYZ��HUK�MYLL�
OVZ[LK�L�THPS·[OL�WYLTP\T�I\ZPULZZ�L�THPS�THYRL[�PZ�YLSH[P]LS`�ZTHSS��
but growing rapidly. The current size of the premium business e-mail 
THYRL[�HTVUN�<:�:4)Z�PZ�����4·HU�PUJYLHZL�VM�����V]LY 
the previous year. 

The e-mail market composition has shifted quite a bit in the past year, as 
shown in Figure 9. Among micro SMBs, growth in the premium business 
L�THPS�ZLJ[VY�OHZ�ILLU�M\LSLK�WYPTHYPS`�I`�*SV\K�*VU]LY[LYZ·:4)Z�
switching from in-house e-mail servers to the cloud. In-house e-mail use 
is down by 30% among micro SMBs compared with the previous year, 
and premium e-mail use is up by an equivalent amount.

In the small and medium SMB segments, many businesses are shifting 
MYVT�MYLL�L�THPS�HJJV\U[Z�[OYV\NO�0:7Z�HUK�WYV]PKLYZ�SPRL�.VVNSL�[V�
either in-house e-mail servers or premium hosted e-mail. This shift is 
most impressive among medium SMBs, whose use of premium hosted 
e-mail grew 110% in the past year as these companies upgraded 
from free e-mail. 

-PN\YL� ��*OHUNLZ�PU�KPZ[YPI\[PVU�VM�KPɈLYLU[�[`WLZ�VM�L�THPS�
accounts among US SMBs
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Targeting the Opportunity 

We expect many of the past year’s trends in the e-mail market to 
continue. Our research indicates that the overall market for premium 
OVZ[LK�L�THPS�^PSS�NYV^�[V�����)�PU�������^P[O�H�*(.9�VM������>L�ZLL�
medium SMBs, in particular, driving huge growth in this space, although 
\ZHNL�I`�TPJYV�HUK�ZTHSS�:4)Z�^PSS�NYV^�HZ�^LSS·HUK�IV[O�*SV\K�
*VU]LY[LYZ�HUK�*SV\K�,_WHUKLYZ�YLWYLZLU[�ZPaLHISL�VWWVY[\UP[PLZ�

Cloud Converters. Encouraging micro and small SMBs currently using 
in-house e-mail servers to convert to premium hosted e-mail could 
YLZ\S[�PU�ZPNUPÄJHU[�NYV^[O�PU�[OPZ�THYRL[��(Z�ZOV^U�PU�-PN\YL� ������
of micro SMBs and 43% of small SMBs currently use in-house e mail 
ZLY]LYZ·HU�L_WLUZP]L�HUK�JVTWSPJH[LK�ZVS\[PVU�MVY�ZTHSS�JVTWHUPLZ��
particularly those without dedicated IT staff. Our research found that, of 
[OLZL�:4)Z������VM�TPJYV�HUK�����VM�ZTHSS�:4)Z�LP[OLY�KLÄUP[LS`�WSHU�
to switch from in-house servers to paid, hosted e-mail in the next three 
years or are thinking of doing so. This opportunity could add up to 8.8M 
paid hosted mailboxes to the market.

Cloud Expanders.  In the hosted e-mail space, SMBs that upgrade 
from free hosted e-mail to premium hosted e-mail are considered to be 
*SV\K�,_WHUKLYZ��L]LU�[OV\NO�[OLPY�J\YYLU[�\ZL�VM�[OL�JSV\K�ZLY]PJL�
PZ�MYLL��7HYHSSLSZ�ILSPL]LZ�[OL�ILZ[�VWWVY[\UP[`�^P[O�YLNHYK�[V�*SV\K�
Expanders lies in upselling the 22% small SMBs and 13% of medium 
SMBs that are currently using free hosted e-mail. Upselling these 
:4)Z�[V�WYLTP\T�OVZ[LK�L�THPS�ZOV\SK�IL�LHZ �̀�ZPUJL�[OL`�JHU�ILULÄ[�
both from the team collaboration aspects of a premium hosted e-mail 
VMMLYPUN�HUK�MYVT�H�¸WH`�WLY�ZLH[¹�WYPJPUN�TVKLS��*\YYLU[S �̀�����VM�ZTHSS�
:4)Z�HUK�HU�PUJYLKPISL� ���VM�TLKP\T�:4)Z�LP[OLY�KLÄUP[LS`�WSHU�[V�
add premium hosted e-mail in the next three years or are considering 
KVPUN�ZV·HU�VWWVY[\UP[`�[OH[�JV\SK�HKK��4�WHPK�OVZ[LK�THPSIV_LZ�
to the market. The best way to target this opportunity is to focus on 
the dedicated IT audience and make sure marketing messages have a 
strong technical orientation.

Offering the Right Services

Over the past year, US SMBs’ top purchase criteria for premium hosted 
e-mail remain unchanged, with technical characteristics, a clear and 
informative website, and price still rounding out the top three criteria (see 
Figure 10). However, we did identify one new purchase criterion that has 
become more important over the past year: well-known brand. This 
criterion has climbed two spots in the ranking for SMBs overall and now 
serves as the top criterion for the medium SMB segment. In light of this 
new development, building a strong brand as an email provider will be 
important for capturing the substantial growth occurring in this market.
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-PN\YL�����<:�:4)Z»�RL`�W\YJOHZL�JYP[LYPH�MVY�WYLTP\T 

hosted e-mail

Addressing the Non-Employer Segment

For the most part, the non-employer segment doesn’t have a need 
for the advanced collaboration and security features of premium 
e-mail offerings. However, a handful of more technically oriented 
non-employers are using this service, giving premium hosted e-mail 
a 2% penetration rate and $90M market size in this segment. Some 
*SV\K�,_WHUKLY�VWWVY[\UP[`�L_PZ[Z�HTVUN�UVU�LTWSV`LYZ�V]LY�[OL�
next three years, with 16% of those currently using free hosted e-mail 
considering upgrading to premium services. The key purchase criteria 
for non-employers are price, online research, and a clear and informative 
^LIZP[L��ZV�MVJ\ZPUN�VU�[OLZL�HYLHZ�^PSS�OLSW�ZLY]PJL�WYV]PKLYZ�WYVÄ[�
from the growth in this segment.

Hosted PBX

The emerging hosted PBX market has grown faster than any other SMB 
cloud service during 2011. Over the past year, the market grew 75% in 
size, reaching $1.4B (see Figure 11). Our research indicates that hosted 
PBX will continue to outpace the other cloud services in growth over the 
UL_[�[OYLL�`LHYZ��THRPUN�P[�H�ZLY]PJL�[OH[�ZLY]PJL�WYV]PKLYZ�^PSS�KLÄUP[LS`�
want to add to their offerings.
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-PN\YL�����*OHUNLZ�PU�VɉJL�WOVUL�\ZL�I`�<:�:4)Z 

(excludes mobile lines)

Nearly all of the hosted PBX market growth in 2011 came from micro 
:4)�*SV\K�3LHWLYZ��4PJYV�:4)Z�NLULYHSS`�JHU»[�HMMVYK�PU�OV\ZL�7)?�
systems, and if they don’t have dedicated IT staff, they also can’t install 
or maintain them, as PBX server installation is extremely complex even 
for SMB owners with some technical know-how. Therefore, in 2011 
many micro SMBs took advantage of the opportunity to have 
enterprise-level phone systems at a reasonable monthly rate, without 
the hassle of installation and maintenance. We expect to see this trend 
increase further in the years to come, as hosted PBX becomes more 
widely known.

For small and medium SMBs, growth was more modest and came 
WYPTHYPS`�MYVT�*SV\K�*VU]LY[LYZ·:4)Z�Z^P[JOPUN�MYVT�[OLPY�PU�
house PBX systems to the cloud. This trend too, will continue and will 
contribute to the blistering pace of growth in the hosted PBX market.
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Targeting the Opportunity

As mentioned above, the opportunities in the hosted PBX space will be 
huge for service providers that integrate hosted PBX into their offerings 
and target the highest-growth SMB segments. Parallels predicts that the 
V]LYHSS�THYRL[�^PSS�NYV^�^P[O�H[�SLHZ[�H�����*(.9�[V�����)�PU�������HUK�
we see opportunities among all three cloud user categories. 

Cloud Converters. One of the easiest targets for service providers 
looking to step into the hosted PBX market is SMBs that currently 
use in-house PBX systems. In this space, all sizes of SMBs represent 
good opportunities, as 33% of micro SMBs, 64% of small SMBs, and 
74% of medium SMBs currently use in-house PBX systems. Of these, 
24% of micro SMBs, 36% of small SMBs, and 78% of medium SMBs 
are considering adopting hosted PBX in the next three years. This 
opportunity for replacing in-house PBX systems could add 24.3M 
hosted PBX lines to the market. 

Cloud Leapers. Micro SMBs without in-house PBX systems will 
continue to be one of the hottest areas of growth in this market. Nearly 
60% of micro SMBs do not have a PBX system of any kind, and 28% of 
these companies either plan to add hosted PBX in the next three years 
or are considering doing so. Small SMBs are also a strong opportunity: 
17% of them don’t have PBX and 30% might add hosted PBX in the next 
[OYLL�`LHYZ��;HRLU�[VNL[OLY��TPJYV�HUK�ZTHSS�*SV\K�3LHWLYZ�JV\SK�HKK�
11.2M hosted PBX lines to the market. 

Cloud Expanders. Most SMBs currently using hosted PBX seem to be 
happy with the service, and 39% of them plan to increase their spending 
over the next three years, making this group of cloud users another 
growth opportunity.

Offering the Right Services 

Because the hosted PBX market is a new area for many service 
WYV]PKLYZ��7HYHSSLSZ�OHZ�PKLU[PÄLK�[OYLL�THQVY�WVPU[Z�[OH[�^PSS�OLSW�ZLY]PJL�
providers successfully sell hosted PBX services:

�� +PɈLYLU[PH[L�HUK�I\PSK�IYHUK��While price is still a concern 
HTVUN�<:�:4)Z��P[�OHZ�MHSSLU�ZPNUPÄJHU[S`�ZPUJL������PU�
importance relative to other key purchase criteria, such as 
technical characteristics, pre-sales support, and a well-known 
brand (see Figure 12). Service providers should still offer small 
PBX bundles and keep prices low, but differentiating their offering 
with cutting-edge technical features, excellent support, and strong 
branding will help attract new customer as well as retain them 
long-term. 
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-PN\YL�����<:�:4)Z»�RL`�W\YJOHZL�JYP[LYPH�MVY�OVZ[LK�7)?

�� Educate. As shown in Figure 13, 36% of SMBs still haven’t heard 
of hosted PBX. In addition, when looking at the other reasons 
that SMBs cite for keeping PBX systems in-house, we see that 
35% cite technical concerns and 19% report security and privacy 
concerns. Since hosted PBX is no different from in-house PBX 
in any of these areas, these concerns indicate that many US 
SMBs still have misconceptions about the service. It’s clear that 
service providers’ educational efforts are working, since SMBs’ 
security and technical concerns have decreased by 27% and 17%, 
respectively, since 2010, but more education still needs to be done 
to capture the full value of this market. For these reasons, we see 
education through targeted marketing campaigns as being key to 
spurring continued SMB adoption of hosted PBX.
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7)?��ZLY]PJL�
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KPɈLYLU[PH[PUN�
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Figure 13. Changes in US SMBs’ reasons not to switch 

to hosted PBX

�� Build a strong web presence. With many SMBs being 
unfamiliar with hosted PBX, it is not surprising that a clear 
and informative website ranks second in purchase criteria for 
this service (see Figure 12). Accordingly, we see a strong web 
presence as being helpful both in educating SMBs and in assisting 
them in selecting a service provider.

Addressing the Non-Employer Segment

Hosted PBX use is very low in the non-employer segment, with just 1% 
using the service and a $120M market size. Only 5% say they plan to 
start using hosted PBX in the next three years, but this low number is 
largely due to lack of awareness, as 57% of non-employers say they 
have never heard of hosted PBX. Focusing on educating these SMBs 
JV\SK�ZW\Y�ZPNUPÄJHU[�NYV^[O�PU�[OL�ZLNTLU[��ZPUJL�THU`�UVU�LTWSV`LY�
I\ZPULZZLZ�JV\SK�ILULÄ[�MYVT�[OL�WYVMLZZPVUHSPZT�HUK�¸SHYNL�I\ZPULZZ�
appearance” that a hosted PBX system could add to their company. 

Business Applications

Business applications and other SaaS represent one of the best areas 
of opportunity in the US SMB cloud services market. Multiple analyst 
groups predict rapid adoption over the next several years, and our 
research corroborates these forecasts. 

*\YYLU[S �̀�����VM�<:�:4)Z�HYL�\ZPUN�ZVTL�MVYT�VM�MYLL�VY�WHPK�
business applications. As shown in Figure 14, the top online applications 
are online accounting (used by 41%), online backup and storage 
�\ZLK�I`�������WH`YVSS�HUK�/9�HWWSPJH[PVUZ��\ZLK�I`�������HUK�ÄSL�
sharing (used by 24%). These top applications apply both to SMBs 
V]LYHSS�HUK�[V�TPJYV�HUK�ZTHSS�:4)Z�ZWLJPÄJHSS �̀�-VY�TLKP\T�:4)Z��
web conferencing and e-mail archiving solutions are also among the 
top applications. 
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Targeting the Opportunity

Parallels calculates that, among US SMBs, the 2014 market size 
for business applications will be $7.4B, with a 20% year-over-year 
growth rate. As with the other cloud services, growth will take place 
HTVUN�HSS�[`WLZ�VM�JSV\K�\ZLYZ!�*SV\K�*VU]LY[LYZ�Z^P[JOPUN�MYVT�[OL�
PU�OV\ZL�ZVM[^HYL�[V�[OL�JSV\K"�*SV\K�3LHWLYZ�[OH[�OH]L�UL]LY�\ZLK�
[OL�HWWSPJH[PVU�PU�OV\ZL�HUK�HYL�[Y`PUN�P[�MVY�[OL�ÄYZ[�[PTL�HZ�H�:HH:�
HWWSPJH[PVU"�HUK�*SV\K�,_WHUKLYZ�[OH[�HYL�PUJYLHZPUN�[OLPY�\ZL�VM�:HH:�
applications, either by upgrading their applications plans, 
adding more seats, or expanding their SaaS use into additional 
application categories. 

6\Y�YLZLHYJO�MVJ\ZLK�WYPTHYPS`�VU�*SV\K�,_WHUKLYZ��HZ�PUJYLHZPUNS �̀�
the majority of SaaS growth will come from upselling existing cloud 
customers. These SMBs are both shifting more of their software use 
to the cloud and upgrading free applications to premium paid accounts. 
As Figure 15 shows, the hottest applications over the next three 
years will be online back-up and storage (with 13% planning to add it), 
VUSPUL�HJJV\U[PUN��HUK�ÄSL�ZOHYPUN��^P[O����WSHUUPUN�[V�HKK�LHJO�VM 
the last two).
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Offering the Right Services

Offering the right services is especially important for the business 
applications category, as integrating endless numbers of SaaS 
applications into current offerings can be an expensive and complex 
process for service providers. In this case, the key is to create the right 

bundles based on SMB size segment, since the top applications 
depend on the size of the SMB. Our research shows the top applications 
for each size segment over the next three years will be:

�� Micro SMBs: online backup and storage (11%), online accounting 
������HUK�ÄSL�ZOHYPUN������

�� Small SMBs: VUSPUL�IHJR\W�HUK�Z[VYHNL��������ÄSL�ZOHYPUN��������
e-mail archiving (14%), and phone conferencing (13%).

�� Medium SMBs: Web conferencing (27%), phone conferencing 
(27%), online accounting (23%), and online backup and storage 
(23%). Other categories with greater than 20% planned rates of 
HKVW[PVU�PU�[OPZ�ZPaL�ZLNTLU[�PUJS\KL�ÄSL�ZOHYPUN��WH`YVSS�HUK�/9�
HWWSPJH[PVUZ��HUK�VUSPUL�*94�

Overall, the growth of the business applications category makes it 
H�MH]VYHISL�ZWHJL�[V�W\YZ\L·LZWLJPHSS`�HZ�ILJVTPUN�H�M\SS�ZLY]PJL�
provider continues to be the trend in the cloud service market.
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Addressing the Non-Employer Segment

*\YYLU[S �̀�����VM�UVU�LTWSV`LY�:4)Z�HYL�\ZPUN�ZVTL�[`WL�VM�VUSPUL�
application, either free or paid, for a current market size of $1.7B. The 
[VW�HWWSPJH[PVUZ�\ZLK�I`�UVU�LTWSV`LYZ�PUJS\KL�ÄSL�ZOHYPUN��^P[O�����
using it), online backup and storage (with 21% using it), and online 
accounting (with 21% using it). 

Parallels expects to see excellent growth in this size segment, fueled by 
the productivity gains that online applications offer businesses of this 
size. Our research shows that the top applications that non-employer 
SMBs plan to add in the next three years are online backup and storage 
(25% planning to add it), online accounting (15% planning to add it), and 
web conferencing (10% planning to add it). 

Non-employers 
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VWWVY[\UP[ �̀�̂ P[O�
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Conclusion

Parallels estimates the size of the current US SMB market for the cloud 
ZLY]PJLZ�H[������)·WS\Z�HU�HKKP[PVUHS�����)�PU�[OL�NYV^PUN�THYRL[�MVY�
non-employer businesses. By 2014, Parallels predicts the total SMB 
market will grow to $24.3B.  

The keys to growing cloud service adoption among US SMBs are to:

�� 2UV^�[OL�:4)�H\KPLUJL��reaching out to different categories 
of SMBs with the messages that resonate most with their IT 
decision-makers. For the non-technical “do-it-yourselfers,” service 
WYV]PKLYZ»�MVJ\Z�ZOV\SK�IL�VU�I\ZPULZZ�ILULÄ[Z"�MVY�:4)Z�^P[O�
IT consultants or dedicated IT staff, it should be on the technical 
advantages of the cloud service.

�� ;HYNL[�VWWVY[\UP[PLZ�^P[O�[OL�YPNO[�ZLY]PJLZ� with marketing 
and business development efforts focusing on converting SMBs 
using in-house IT services and on encouraging SMBs without 
in-house IT to leap directly to the cloud. Service providers can also 
KYP]L�NYV^[O�HUK�YL]LU\L�I`�PUJYLHZPUN�[OLPY�VMMLYPUNZ·IV[O�I`�
adding new value-added tools to their core cloud services and by 
expanding their core service base with emerging services, such as 
other online applications, hosted PBX, and hosted e-mail. These 
new offerings will not only attract new customers, but will also help 
service providers upsell their existing customers who are looking 
to expand their cloud footprint.

As all types of cloud services become mainstream in the US SMB 
market, service providers who know their SMB customers, target the 
VWWVY[\UP[PLZ��HUK�VMMLY�[OL�YPNO[�ZLY]PJLZ�^PSS�WYVÄ[�MYVT�[OL�� ��)�PU�
market growth expected over the next three years. 
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About Parallels 
7HYHSSLSZ�LUHISLZ�ZLY]PJL�WYV]PKLYZ�[V�YHWPKS`�SH\UJO�HUK�LMÄJPLU[S`�KLSP]LY�
[OL�TVZ[�WYVÄ[HISL�JSV\K�ZLY]PJLZ�I`�H\[VTH[PUN�[OL�KLSP]LY`�VM�[OL�IYVHKLZ[�
set of solutions demanded by small businesses. Founded in 1999, Parallels 
is a fast-growing company with 800 employees in North America, Europe, 
and Asia. For more information, please visit www.parallels.com/spp. 
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