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In the modern business landscape, the digital tools you choose can significantly impact your
organization's efficiency, collaboration, and ultimately, your success. Microsoft 365 stands as
a robust suite of solutions, offering a blend of office applications, collaborative tools, and
security features that empower businesses to operate seamlessly in today's interconnected
world.

However, navigating through the licensing options of Microsoft 365 can be a complex
endeavor. The array of license options, each with its unique set of features and pricing, can be
overwhelming. This complexity often leads to scenarios where organizations are either over-
licensed, under-licensed, or mis-licensed—each of these scenarios carries financial and
operational implications.

Whether you are new to Microsoft 365 or looking to optimize your existing licensing setup, this
guide serves as a comprehensive resource. By exploring the nuances of different license types
and learning how to align them with your organizational needs, you are embarking on a
significant step towards achieving cost-efficiency. Moreover, this understanding will unlock
the full potential of Microsoft 365, enabling your organization to enhance operational
efficiency and adapt to the evolving business landscape seamlessly.

Introduction
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Optimizing Microsoft
365 Licensing

T H E  I M P O R T A N C E  O F

The digital infrastructure of an organization is often as crucial as its physical one. The tools and
platforms you employ significantly affect the workflow, collaboration, and productivity levels
within your workspace. Microsoft 365, with its diverse suite of applications and services,
emerges as a cornerstone for many organizations' digital operations.

One of the key advantages of optimizing your Microsoft 365 licensing is the potential for
significant cost savings. Over-licensing leads to unnecessary expenses, while under-licensing
can hamper productivity and expose your organization to compliance risks. Striking the right
balance by aligning licenses with the actual needs of your users not only eliminates wastage
but also ensures that your workforce has the necessary tools to perform their tasks efficiently.
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The Potential for Significant Cost Savings with
Licensing Alignment



If your organization has the necessary
expertise in-house, an internal team can
be assembled to conduct a
comprehensive review of your current
licensing setup. This team should work
closely with different departments to
understand their specific needs and
usage patterns. By analyzing the existing
usage of Microsoft 365 tools and services,
as well as projecting future needs, this
internal team can develop a licensing
strategy that aligns with organizational
goals and budget constraints.

Internal Consultative Approach External Consultative Approach
Alternatively, if your organization lacks the in-
depth knowledge required for optimizing
Microsoft 365 licensing, engaging with
external experts can be a wise decision.
External consultants bring a fresh perspective
and a wealth of experience in Microsoft 365
licensing optimization. They can provide
tailored recommendations based on a
thorough understanding of your
organizational structure, workforce needs,
and long-term objectives. By leveraging their
expertise, you can ensure that your licensing
strategy is not only cost-effective but also
conducive to enhancing operational
efficiency and compliance.

Both approaches aim to create a balanced and efficient licensing structure that
caters to the needs of your organization while minimizing unnecessary expenditures.

In today's fast-paced business environment, the way we work has evolved
significantly. Modern workspaces are characterized by flexibility, collaboration, and
a strong emphasis on data-driven decision-making. Microsoft 365 licensing can be
tailored to support these modern work paradigms, ensuring that your organization
remains competitive and agile.

The consultative approach to Microsoft 365 licensing can be conducted either internally or by
bringing in external experts. Spoiler alert: In the “Assessing Your Current Licensing Situation”
section we’ll go into more detail on how to actually bring this to fruition. 

The Consultative Approach to Licensing Guidance

Aligns with Microsoft 365
Licensing

H O W  M O D E R N  W O R K  
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The right Microsoft 365 licensing strategy can act as a catalyst in
enhancing your operational efficiency. By selecting the
appropriate licenses, you ensure that your team has access to the
necessary tools and features that facilitate collaboration,
communication, and productivity.

Start by identifying the challenges your
organization is currently facing. These
might include communication
bottlenecks, inefficient workflows, or
data management issues. Understanding
these challenges is the first step towards
tailoring your Microsoft 365 licensing to
address them.

Implementing a continuous management approach to your Microsoft 365 licensing can yield
significant benefits. By regularly reviewing and adjusting your licensing strategy, you can
ensure that it remains aligned with your organizational needs as they evolve over time. Here are
some of the key benefits of adopting a continuous management approach:

Leveraging Licensing for
Enhanced Operations

Defining the Specific Issues your
Organization Needs to Address

Tailoring Licensing Recommendations
to Address these Challenges

Once the challenges have been
identified, tailor your licensing strategy
to address them. For instance, if
communication is a challenge, consider
licenses that provide robust
communication tools like Microsoft
Teams.

Solving Current Challenges

The Benefits of Continuous Management
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Cost Efficiency: Regular monitoring
and adjustment of license allocations
can lead to cost savings by avoiding
over-licensing and ensuring that
resources are utilized optimally.

Enhanced Productivity: By ensuring
that each user has access to the
necessary tools and features, you can
boost productivity and facilitate
smoother workflows.



Transparent Oversight: Utilizing a client
portal where license allocations and
usage can be viewed and managed
provides a clear overview of your
organization’s licensing landscape. This
transparency facilitates informed
decision-making and allows for timely
adjustments.

Compliance Assurance: Continuous
management helps in maintaining
compliance by ensuring that licensing is
always aligned with the latest regulatory
and organizational requirements.

Future-Proofing: By adapting your
licensing strategy to accommodate
evolving organizational needs, you're
better positioned to leverage new
Microsoft 365 features and capabilities
as they become available.

Improved Resource Allocation:
Continuous oversight allows for better
resource allocation by identifying
underused licenses and reallocating
them where needed, thus maximizing the
return on your licensing investment.

The client portal is a crucial tool in this continuous management approach. It provides a
centralized platform where you can see each user’s role alongside their license level, enabling
you to make informed decisions and adjustments to ensure that license allocations remain in
line with user needs and organizational objectives.
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Microsoft 365
License Levels

U N D E R S T A N D I N G

Microsoft 365 offers various licensing levels to
cater to different organizational needs. Each
level comes with a distinct set of features and
capabilities. Understanding these differences
is crucial for making informed decisions that
align with your organization's requirements and
budget.



A more comprehensive option for organizations that require a wider range of features but
don't need audio-conferencing or advanced compliance features.

It is a better fit for remote workers compared to E1, and includes both online and desktop
versions of Office apps, along with enhanced security features and compliance tools​​.

A notable driver for the preference of the E3 plan is the requirement for larger Exchange
Online mailbox sizes. This provides significantly expanded mailbox capacities, addressing
the needs of organizations with extensive email communication requirements. 

Tailored for small to medium-sized businesses that require more than just basic email and file
sharing capabilities, but don't require the full suite of enterprise-level features.

Ideal for businesses that need both online and desktop versions of Office apps, along with
some enhanced security features and device management capabilities.

It includes the full Office 365 application suite with additional services like Microsoft Teams,
SharePoint, and Exchange, as well as advanced threat protection and device management
features, catering to a broader range of business needs compared to E1.

Business Premium also offers a flexible pricing model with monthly or annual subscriptions,
making it a cost-effective choice for growing businesses

E1 vs. Business Premium vs. E3 vs. E5
What's the Difference?

E1

Business Premium

E3

Best suited for basic email and file sharing
capabilities, especially if there's no need for the full
Office 365 application suite.

Ideal for a very small team of users.

Primarily includes web-based versions of Microsoft
Office apps like Outlook, Word, Excel, and
PowerPoint, plus email and file storage features​​.
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The most comprehensive suite among the three,
extending the features of E3 with additional capabilities.

For an extra cost, it offers Microsoft 365’s telephone
system and audio-conferencing tools, alongside
advanced security features and analytics.

As mentioned in E3 above, some organizations need
expanded email capacities, and the E5 level also
provides that feature. This is particularly valuable for
businesses seeking to maintain extensive historical
email data, facilitating better communication
management and compliance adherence.

E5 is notable for its extra security, analytics, and voice
and telephony features, making it a well-rounded choice
for organizations looking for robust functionality​.

Microsoft's alignment with Azure significantly enhances the remote access capabilities of its
licensing options. This alignment facilitates a seamless integration between Microsoft 365
plans (E1, E3, E5, and Business Premium) and Azure services, particularly the Azure Virtual
Desktop (AVD), allowing for the virtualization of Windows desktops and apps. 

This is crucial for remote work and bring-your-own-device (BYOD) scenarios, enabling users to
access their work environments from anywhere. It’s particularly beneficial for organizations
already invested in the Microsoft ecosystem, as it streamlines the process of extending their
operations into the Azure cloud platform.

Also, some Microsoft 365 licenses include Windows licensing, which can be a cost-effective
choice for organizations. This bundling of services extends the value by ensuring the requisite
licensing for Windows is in place, aiding in the deployment and use of Azure services

Access from Anywhere
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E5

Each of these licensing options caters to different organizational needs and budgets, making it
crucial for organizations to assess their specific requirements and choose a licensing level that
aligns with their operational goals.



Do You Need Them?
S P E C I A L I Z E D  L I C E N S E S

Microsoft 365 offers specialized licenses that come with additional products such as Visio,
Power BI, and others. These specialized licenses are designed to cater to specific needs that
may not be covered by the standard E1, E3, or E5 licenses. Understanding whether your
organization requires these specialized licenses is crucial for optimizing your Microsoft 365
licensing strategy.

Determining the need for specialized
add-ons is a crucial step in optimizing
your Microsoft 365 licensing. This
process involves:

Visio: A diagramming and vector graphics
application ideal for creating flowcharts,
organizational charts, network diagrams,
and other types of visuals.

Power BI: A business analytics tool that
facilitates data visualization and sharing
insights across your organization, or
embedding them in an app or website.

Audio Conferencing: Add-on licenses
are available with various features
including unlimited toll dial-in, 60 minutes
per user per month dial-out to specific
regions, and Operator Connect
Conferencing.

…Plus more specific add-on license
options

Identify Needs: Determine the specific
needs of different departments within
your organization that may require
specialized tools.

Evaluate Current Tools: Assess the
effectiveness of your current tools and
whether they meet these needs or if
there are gaps.

Cost-Benefit Analysis: Conduct a
cost-benefit analysis to understand the
value these add-ons will bring
compared to their cost.

Analyzing Licenses with
Additional Products

Assessing the Necessity
of Add-ons
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AI-Powered Productivity: Copilot is integrated with your favored Microsoft apps, aiming
to reduce the mundane routine tasks that take up your precious time. Its AI-driven
productivity layer interacts with your calendars, emails, chats, documents, meetings, and
contacts to uplift your collaborative efforts​1.

Intelligent Assistance: Experience real-time intelligent assistance with Copilot, which
utilizes large language models to interact with content in Microsoft Graph and your
everyday Microsoft 365 apps like Word, Excel, PowerPoint, Outlook, and Teams. This not
only enhances your creativity and productivity but also augments your skills​2​.

Automated IT Processes: Streamline and automate your IT processes with Copilot, saving
time and boosting productivity across the board. The flexibility it offers even extends to
Mac users within your enterprise, who can utilize Copilot through a virtual desktop host like
Azure​3​.

Enhanced Data Interaction: Turn your words into a powerful productivity tool with Copilot,
which marries the prowess of large language models with your data in Microsoft Graph and
the web. All of this is achieved while adhering to the stringent data security and privacy
commitments of Microsoft​.

Revamp your business operations with Microsoft 365 Copilot, now available for enterprise
customers. 

Requiring a subscription of $30 per month per user for Microsoft 365 E3, E5, Business
Standard, and Business Premium customers, Copilot is your gateway to enhanced productivity
and streamlined processes. 

This offer is initially available for companies with at least 300 licenses, however, in 2024 smaller
enterprises can also harness the power of Copilot with a more flexible licensing base.
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Boost your Business Power with AI

Benefits of Microsoft 365 Copilot for Your Business:
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Once the need for additional products is established, updating your licenses is the next step to
ensure that your organization has access to these essential tools. Here's how you can go about it:

Updating Licenses to Match Your Company's Requirements

Identifying Core Processes

Evaluating which Microsoft 365 Apps are Essential to Your Workflows

License Assessment: Review your current licenses to identify which ones may need to be
upgraded to include the desired add-ons.

Vendor Consultation: Consult with your Microsoft 365 vendor or representative for
guidance on how to upgrade your licenses.

Implementation: Once the upgrades are purchased, ensure they are correctly implemented
and that users are trained on how to utilize the new tools effectively.

Identifying core processes involves mapping out the critical workflows and operations that
drive your business. This may include communication channels, project management,
document collaboration, and data analysis. It's about understanding the processes that are
central to your daily operations and the tools required to support these processes effectively.

Analyze your workflows to determine which Microsoft 365 apps are essential. For example,
Microsoft Teams might be crucial for communication, while SharePoint could be vital for
document management. Understanding which apps are central to your operations will guide
your licensing decisions.

Your Licenses
O P T I M I Z I N G
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What processes are central to your daily operations?

Which tools are currently supporting these
processes?

Are there processes that could be streamlined or
automated with the right Microsoft 365 apps?

Which Microsoft 365 apps are frequently used in
your organization?

Are there apps integral to your workflows that your
current licensing doesn't cover?

How well do the current apps integrate with each
other to support seamless workflows?

Do your licenses support the apps essential to your core processes?

Are there unused licenses that could be reallocated to better support your core processes?

Could different or additional licenses enhance workflow efficiency and, if so, in what ways?

Questions to ask:

Questions to ask:

Optimizing Licenses Based on Core Processes

With a clear understanding of essential apps and core processes, tailor your Microsoft 365
licensing to support these needs. This may involve upgrading licenses to access specific apps
or features, or reallocating licenses to ensure the right individuals have the necessary tools to
perform their duties efficiently.
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Effective data management and robust security protocols are paramount in today's digital
landscape. Microsoft 365 provides various tools and licensing options to help organizations
secure their data and manage it efficiently. 

Data Storage and Security



Where Your Organization's Data is Stored

Understanding where and how your data is stored is crucial for compliance and management.
Microsoft 365 offers cloud storage solutions like OneDrive and SharePoint, ensuring secure
and accessible data storage.

Does your current licensing level provide adequate security and compliance features?

Are there additional security features available in higher-tier licenses that could benefit your
organization?

How often do you review your security and compliance policies in relation to your Microsoft
365 licensing?

Questions to ask:

After identifying the features essential for your business operations, the next crucial step is to
define the term and quantities of the licenses you intend to purchase. The term refers to the
duration for which you want to buy the licenses, and the quantity pertains to the number of
licenses needed. 

For instance, if your organization comprises 100 employees but experiences a 5-10% turnover
rate, a strategic approach would be to purchase 90 one-year licenses and 10 one-month
licenses. This way, as turnover occurs, you have the flexibility to scale down or scale up the
monthly licenses according to your staffing fluctuations.

This licensing strategy not only caters to your organization's operational needs but also paves
the way for meaningful discussions between Human Resources (HR) and financial overseers. It
transcends the technical perspective, bringing HR alignment and CFO conversations into the
licensing decision-making process. 

Such a holistic approach ensures that the licensing strategy is financially sound, aligns with HR
policies, and adequately supports the technical infrastructure and business operations. By
fostering a dialogue between these different organizational units, you ensure a more informed
and collaborative decision-making process regarding Microsoft 365 licensing, ultimately
contributing to a more efficient and cost-effective licensing strategy.

Defining your License Term & Quantities 
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Identifying Oversubscribed Licenses: Identifying Undersubscribed Licenses

Oversubscribed licenses signify a scenario
where the number of licenses exceeds the
actual requirement. This not only results in
financial wastage but also a missed
opportunity to allocate resources efficiently.

Undersubscription, on the other hand,
denotes a lack of necessary licenses, which
can hinder productivity and pose
compliance risks.

Are there licenses with more seats than
currently needed?

Are there unused features in your
existing licenses?

Are there users with higher-tier licenses
than necessary for their roles?

Are there essential features your
organization needs that are not covered
by your current licenses?

Are there users lacking necessary tools
due to lower-tier licenses?

Are there new hires or teams that require
additional licenses?

Questions to ask:
Questions to ask:

The balance between over and under-
subscription of Microsoft 365 licenses
can significantly impact your
organization's budget and operational
efficiency. It's crucial to regularly evaluate
your licensing subscriptions to ensure
they align with your organizational needs.

Evaluating the Over/Under
Subscription Dilemma
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The Cost Implications of Both Scenarios

Multiplier Effect of Savings

The financial impact of over and under-subscription can be substantial. Oversubscription
results in unnecessary expenditures that could be allocated elsewhere, while
undersubscription can lead to productivity loss or compliance risks which have their own
associated costs. It's vital to perform a cost analysis to understand the financial implications
and realign your licenses accordingly. This realignment could lead to cost savings and better
resource allocation, ultimately contributing to a more efficient and cost-effective operational
framework.

Assuming each over-licensed seat costs

extra per month:$20
Reducing licensing tier for

 seats:

Monthly
Savings: 

Annual
Savings: $300 x 12 months = $3,600

15 seats x $20 = $300
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This simple example illustrates the potential savings by realigning licensing tiers for just 15
seats. The savings could be substantial when applied across a larger number of seats or higher
cost differentials between licensing tiers.

License Optimization: Ensuring you
have the right licenses for your needs
without over-licensing.

Volume Discounts: Exploring volume
licensing discounts that could
significantly lower costs.

Promotional Discounts: Taking
advantage of promotional discounts or
other special pricing arrangements.

Continuous Management: Providing
ongoing license management to ensure
alignment with organizational changes
and needs.

How to Optimize with a Microsoft Partner
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Key Takeaways
Optimizing Microsoft 365 licensing is a strategic initiative that can lead to significant cost
savings and enhanced operational efficiency. Here's a recap of key takeaways:

This structured approach towards Microsoft 365 licensing will empower your organization for
success, probably save you in software costs, and ensure you leverage the full potential of
Microsoft 365 to meet your operational objectives.

Understanding Licensing: Grasp the
differences between E1, E3, and E5
licenses, and the specialized licenses like
Visio and Power BI.

Aligning Licenses: Ensure licenses align
with organizational needs, core
processes, and essential Microsoft 365
apps.

Data Management and Security:
Understand where data is stored and
ensure licensing supports robust data
security and compliance.

Over/Under Subscription: Evaluate
and address oversubscribed and
undersubscribed licenses,
understanding the cost implications.

Partner Engagement: Engage with a
knowledgeable Microsoft Partner for
insights on license optimization and
available discounts.

Continuous Management: Adopt a
continuous management approach to
ensure licensing remains aligned with
evolving organizational needs.



Next Steps
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Navigating the labyrinth of Microsoft 365 licensing options can be a daunting task, yet
the right configuration is pivotal for harnessing the full power of this comprehensive
tool suite. 

Don't traverse this complex terrain alone; let IMS Solutions guide you down the right
path to ensure you’re precisely equipped for success in the digital era.

SCHEDULE LICENSING SESSION

1

If you’re ready to dive into the intracacies of the different licsening deatures as
compared to each package, you can access a 3rd party Feature Matrix here. (By Aaron
Dinnage):

ACCESS FEATURE MATRIX
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https://calendly.com/tim-morrissey-itsvcs/30min
https://calendly.com/tim-morrissey-itsvcs/30min
https://m365maps.com/matrix.htm#000000000000000000000
https://m365maps.com/matrix.htm#000000000000000000000

