
INTRODUCTION

Based on an analysis of over 3.4M Office 365 users, we found 
that, on average, 18% of purchased licenses are left unassigned. 
For a 10,000-person company, this represents potential savings  
of approximately $150,000. 

What’s more, just because licenses are assigned to a user does not 
mean that they are adopted and actively used – so the scope to 
increase license efficiency in the average organization is significant. 

The good news is that the tools to proactively manage Office 365 
licensing are now becoming available. Before discussing how to 
fix the problem, it is important to understand the root cause of the 
license gap. Just why is it that the number of licenses purchased, 
assigned, deployed and adopted are almost never the same?

In this white paper, we’ll take a deeper dive into how you  
can salvage a large sum of your IT investment with effective  
Office 365 licensing.

 

How to close the Office 365 
license management gap
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THE LICENSE 
MANAGEMENT LIFECYCLE

The disparity between licenses 
purchased and assigned 
It is the differing needs of the people 
involved in the buying and selling of 
Microsoft Office 365 licenses that create 
the conditions for the disparity between 
licenses purchased and assigned.

Procurement, IT, the business and Microsoft 
license sellers have very different needs 
and in many cases are also subject to 
specific incentives that affect their behavior.

Here are four of the most common 
factors that make the number of licenses 
purchased larger than the number of 
licenses assigned to users:

• Purchasing is typically subject to procure-
ment cycles which naturally leads to 
up-front licensing to tide the organization 
over until the next cycle when the funding 
will become available again. In most orga-
nizations, funding is cyclical or at least 
subject to a lengthy approval process.

• IT is well aware of both the cyclical nature 
of funding and the potential length of the 
approval process, so it has learned to rely 
on pools of available licenses to ensure 
that licenses can be delivered on-demand.

• Purchasing managers are often incentivized 
to reduce the total cost of a contract. This 
drives sellers to create offers that they can 
discount, which complicates the matching 
of business needs to license SKUs.

• Sellers will often offer bundled SKUs 
because they are more profitable,  
but the bundle meets the purchasing 
organization’s needs less precisely 
than a la carte purchasing.

Given these factors it is easy to see why 
what is purchased and what is assigned 
is likely to be different. Changing this 
situation requires orchestration of 
procurement, IT and the business. This 
will enable these teams to work together 
more effectively and be better joined-up 
in negotiating with Microsoft sellers.

What is fundamental to that closer 
collaboration is a common understanding 
of the License Lifecycle (as shown in 
Figure 1) from purchasing through to 
assignment and deployment to adoption. 
That understanding needs to include 
tight definitions for each stage, clarity 
on how they can be measured and an 
understanding of how those measures 
can be increased.

The other significant licensing gap is 
between licenses assigned and licenses 
adopted and actively used. This is 
caused by the following factors:

• The business knowledge of user licensing 
requirements is often far from perfect. 
Gaining a clear understanding of this 
involves embracing User Experience (UX) 
techniques to build functional profiles for 
roles and matching workload functions 
to them. This practice is growing but it 
is far from universal. The lack of a clear 
understanding of functional needs naturally 
results in unused functionality – users will 
be assigned licenses based on a loose 
understanding of what they need and 
so the fit is never going to be precise.

• Most organizations lack the tools 
to monitor active usage. Baselining 
workload adoption and active usage 
is fundamental to improving it.

Most organizations 
lack the tools to 
monitor active usage.

Figure 1: The License Management Lifecycle
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• Few organizations are equipped to 
deliver users what they need to make 
use of the functionality they are assigned 
in their Office 365 licenses. The rise of 
the discipline known as either ‘adoption’ 
or ‘readiness’ to drive adoption is well 
underway, with Microsoft playing a very 
active part, but it is still relatively new.

Microsoft Service Adoption Specialists 
require a demanding combination of 
skills including knowledge of organi-
zational development, marketing & 
communications, business acumen, as well 
as technical competence and leadership.

These are the two most significant gaps 
in the license lifecycle. There are other 
considerations – licenses deployed 
may not match licenses assigned, and 
the adopted stage of the lifecycle is a 
spectrum that needs to be managed.

OFFICE 365 LICENSING STRATEGY

In this section, we discuss how over-
purchasing can be remedied with a more 
effective license strategy underpinned 
by a data-driven approach.

Managing your Office 365 licenses

Reducing over-purchasing, and thus 
closing the gap between licenses 
purchased and assigned, requires closer 
cooperation between procurement, IT 
and the business. This enables those 
teams to work together more effectively, 
both to determine what licenses are 
needed and in what form to procure 
them from Microsoft sellers.

It also requires these teams to collectively 
embrace a different licensing strategy, 
one that rejects the up-front ‘license pool’ 
approach of the on-premises era, in favor 
of the much more responsive model that 
is enabled by the cloud. This approach 
largely eliminates the need to keep a 
surplus of licenses on hand.

What is fundamental to embracing a 
more modern strategy, and to enabling 
closer collaboration, is a data-driven 
approach to licensing. This starts with 
an organizational license inventory and 
analysis to assess the current state of 
usage and to understand subscriptions 
better. The goal of this analysis is to 
identify over-licensing and license  
under-utilization – in particular, identifying 
unassigned licenses and users who 
under-utilize workloads in their base 
licenses, who could be downgraded.  
In our analysis of 3.4M Office 365 users, 
we found 18% of licenses were unused. 
If we take the Office 365 E3 license as 
a good indicator of standard cost ($20 
per user per month at list price) this 
presents a substantial opportunity.

As the table below shows, there is an 
immediate opportunity with both E3 and 
E5 license users who use no workloads 
beyond Exchange.

While the E5 sample is relatively small, 
the E3 sample size is large enough to be 
indicative of some substantial savings. 
Options such as Compliance, ATP, Office 
desktop apps and Cloud PBX definitely 
need to be taken into account, as well as 
the workload utilization.

Here are some examples of E3 and E5 
users that illustrate this:

• An E3 user that is only using Exchange, 
who does not require the compliance 
option, could now be downgraded 
to an Exchange Online plan

• E3 users using multiple workloads 
but have small mailboxes and use 
less than 1 TB of OneDrive storage 
could be downgraded to an E1

• An E5 user that uses multiple workloads 
but does not require Advanced Threat 
Protection can be downgraded to an E3

Reducing over-
purchasing, and thus 
closing the gap between 
licenses purchased 
and assigned, requires 
closer cooperation 
between procurement, 
IT and the business.

Table 1: Workload utilization of Office Enterprise E3 and E5 licenses.

NO. OF WORKLOADS
(NOT INCLUDING EXCHANGE)

0 1 2 3 4 5 USERS

Office 365 Enterprise E3 10% 14% 19% 35% 20% 2% 1,542,909

Office 365 Enterprise E5 12% 12% 15% 37% 22% 2% 122,198
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Identifying quick wins as described above 
is a great start, but to really develop an 
effective strategy, the organization needs 
to ensure that licenses purchased match 
the needs of the workforce. This can be 
accomplished by building out functional 
profiles for user roles based on a series  
of well-thought-out questions.

For example, determining how much 
authoring an Office 365 user does is  
key to understanding the right license.  
A user who reads documents but 
does not author them can access the 
applications through their browser, which 
permits a less costly license option than 
one that provides desktop versions of 
the applications.

Optimizing Office 365 
license management

With the ability to report on and monitor 
license utilization, and a process to 
capture user functional requirements in 
place, the last part to closing the over-
licensing gap is to right-size purchasing 
based on that information and to 
transform the purchasing process from 
the on-premises ‘license pool’ approach 
to a more responsive model.

The detail of this is beyond the scope of 
this white paper, but in outline, it requires 
reviewing and streamlining all the 
steps in the process from purchasing to 
deployment. The industry has changed 
to allow more flexibility and accuracy 
with buying, and licenses can now be 
turned off and on much more quickly.

Having reviewed over-licensing we can 
turn our attention to the other major 
gap in the license lifecycle – the under-
utilization of licenses caused by low 
levels of user adoption.

In the first two parts of this white paper, 
we analyzed the causes and potential 
remedies for the first big gap in the 
license lifecycle – between licenses 
purchased and assigned. in the last 
part of this white paper, we’ll do the 
same for the other substantial gap in the 
license lifecycle: underutilization, or poor 
user adoption.

There are three main causes of license 
under-utilization/poor adoption: poorly 
understood user requirements; an 
inability to monitor active workload 
usage; and the lack of an effective 
methodology to change the level of  
user adoption once it is known.

The first of these is the knowledge of 
user requirements, which is typically 
far from complete. The needs of the 
workforce that can be addressed by 
Office 365 vary substantially by role 
and these are seldom well understood, 
documented, and updated.

User requirements vary in terms of 
application and collaborative capa-
bilities required, but also in terms of the 
mode of use, such as authoring versus 
consuming content, online / offline 
working, mobile usage, search, and 
retention requirements.

Driving license adoption

Users will adopt only what they 
understand contributes to performing 
their job function more effectively, so 
if the organization does not provide 
guidance on how Office 365 can best 
support a given role, this will exist only in 
the heads of a few power users per role 
who have figured this out for themselves.

While this knowledge may spread out 
across the organization organically, 
progress will be slow and unpredictable.

Building functional user profiles is an 
effective way to capture and document 
user requirements. To build those 
functional profiles it is useful to embrace 
User Experience (UX) techniques to 
match workload functionality to roles.

This practice is growing but it is far from 
universal. There are some quick wins in 
building profiles, however. For example, 
identifying mobile – often front line – 
users who access information exclusively 
on their mobile devices means they 
can be classified as requiring web-only 
access to Office 365 applications, 
removing the need for desktop 
applications they would never adopt.

Identifying quick wins 
is a great start, but 
to really develop an 
effective strategy, the 
organization needs to 
ensure that licenses 
purchased match the 
needs of the workforce.
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The second cause is the lack of available 
data relating to active workload usage. 
Baselining workload adoption and active 
usage and embracing a data-driven 
approach is fundamental to improving 
adoption. Workload specific metrics 
need to be captured and baselined – 
examples of these are shown in table 2. 

The third factor is the organization’s 
ability or inability to change those 
metrics. This is typically limited by the 
lack of an effective methodology, which 
in turn is highly dependent on the skills, 
data, and tools available. The rise of the 
discipline known as either ‘adoption’ 
or ‘readiness’ to drive adoption is well 
underway, with Microsoft playing a very 
active part, but it is still relatively new.

Change management

Far too many adoption projects don’t 
provide sufficient resources to enable 
users to change because they focus 
almost exclusively on training the user. 
Training is an essential resource, but it 
shouldn’t be the only one. The adoption 
program needs other resources to 
succeed, such as champions within given 
roles, early adopter success stories, and 
other motivational content.

These resources need to be delivered 
to users as part of a well-defined and 
phased campaign that embraces the 
principles of change management. 
Defining campaign phases is important 
as these determine how frequently users 
receive communications and content 
throughout the campaign.

Other critical success factors for an 
adoption campaign include setting  
the right adoption goals (which could  
be based on any one of the metrics 
shown in table 2) determining an 
appropriate period for measurement, 
selecting the right target audience 
based on department, geography or 
other grouping and selecting the right 
content and sequencing it to best effect.

To conclude, both of the gaps in the 
license lifecycle – over purchasing  
and under-utilization, can be closed.  
That does require the organization to 
change, but by taking a data-driven 
approach and embracing change 
management principles, Office 365 will 
deliver greater user productivity much 
more economically.

OFFICE 365 LICENSE 
MANAGEMENT WITH 
QUADROTECH NOVA

Quadrotech Nova by Quest has a 
function which enables you to manage 
your licenses effectively. The fully 
itemized license reports in Quadrotech 
Nova detect unused and incorrectly 
assigned Office 365 licenses. Use this 
to optimize your license spend and 
highlight where to downgrade, reassign 
or encourage adoption.

Quadrotech Nova combines Office 365 
usage reporting from across multiple 
sources (Teams, OneDrive for Business, 
SharePoint Online, Exchange Online, 
etc.) with an extensive charting library, 
enabling you to visualize your license 
usage and allocations in timeline views, 
charts and more.

By taking a data-
driven approach and 
embracing change 
management principles, 
Office 365 will deliver 
greater user productivity 
much more economically.

Table 2: Workload specific adoption metrics

WORKLOAD WORKLOAD SPECIFIC METRICS

SharePoint Total Activities File count, viewed 
or edited

File count, 
synced

File count, 
shared 
internally

File count, 
shared 
externally

Page 
count, 
visited

OneDrive File count, viewed 
or edited File count, synced

File count, 
shared 
internally

File count, 
shared 
externally

Teams Message count, 
team chat

Message count, 
private chat Call count Meeting 

count

Skype Session count, 
total peer-to-peer

Conference 
count, total 
organized

Conference 
count, total 
participated

Exchange Message count, 
sent internally

Message count, 
sent externally

Message count,  
received

Yammer Post count Read count Liked count
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Granular, line of business views are 
enabled by Virtual Business Boundaries, 
which define the scope of what infor-
mation individuals can see. Reports 
like the sample ones below can also be 
scheduled so they are delivered to the 
right people at the right time.

Immediate costs savings can be made 
by investigating unassigned licenses, 
helping to ensure you buy only what you 
need, and adopt all that you buy.

Reports can be 
scheduled so they are 
delivered to the right 
people at the right time.
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