
On-Demand Pay:
The 4 Models and How They Work.
There are four on-demand pay models that companies might consider when 
determining the best solution to meet their needs. Importantly, all of the four 
models make significant strides away from the predatory payday loan vendors of 
the past, which burdened workers with excessive interest rates that put people 
further into debt.
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Evaluating an on-demand pay provider’s security and compliance capabilities deserves 
more attention here as both can put your company at risk if not done with exceptional 
diligence. Your IT and legal teams should be sure to dig into the following areas before 
agreeing to partner with any particular on-demand pay vendor:

Evaluation
The on-demand pay technology should include mandatory data 
encryption in transport (ex: SSL, SFTP) and strong encryption
methodologies such as AES 256-bit to secure partner data while at rest.

DATA ENCRYPTION

The provider should use firewalls and network access controls and 
monitor privileged access to applications that process partner data.

NETWORK SECURITY

The on-demand pay technology should limit employee access to 
partner data, limit partner data available to the provider, and require 
secure log-ins and passwords from each employee. The technology 
should also include multi-factor authentication for cloud-hosting 
administrator access and individually assigned Secure Socket Shell 
(SSH) keys for a small group of engineers.

ACCESS CONTROL

Providers should perform employment verification and user training, 
and conduct routine and random monitoring of employee systems 
activity, including immediately disabling access to all systems upon 
termination.

PERSONNEL MANAGEMENT

To remain compliant, providers should take the federal laws of 
constructive receipt seriously when designing their technology and 
processes. This can include showing an employee’s full earnings in a 
pay period on their pay stub.

CONSTRUCTIVE RECEIPT

On-demand pay providers should make it a point to follow state wage 
and hour laws, which can be vastly different across the country. 
Since rules regarding everything from wage discounting to timing of 
receipt for final paychecks vary from state to state, it’s important to 
ensure the provider you choose is compliant in states where your 
company is located.

STATE WAGE AND HOUR LAWS
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To learn more about on-demand pay, see The On-Demand Pay Education Series, 
which includes the following:

https://www.dailypay.com/on-demand-pay

