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Each family targets different user types, and within each family, different tiers provide progressively 
more features and security capabilities. 

When selecting a licensing strategy, organizations must first decide on the appropriate fami-
ly—Business or Enterprise—based on their size, compliance needs, and operational complexity. 
Once the family is chosen, the right tier can be selected to balance functionality and cost. 
Importantly, Microsoft licensing is highly modular. Features missing in one plan can often be added 
individually (e.g., purchasing Microsoft Defender separately), or through third-party solutions. While 
this complexity can be overwhelming, it also provides tremendous flexibility and opportunities for 
optimization for those who understand the landscape. 

Each step up in the licensing tier adds both features and costs. Misalignment between user needs 
and assigned licenses can cause significant financial leakage, but informed selection across fami-
lies and tiers can drive substantial cost efficiencies. 

1Introduction

2Understanding Microsoft 365 Licensing Tiers

Gartner notes that license optimization is one of the top three areas where mid-sized companies can 
realize quick cloud cost savings. 

Microsoft offers several licensing tiers across different product families: 

Modern enterprises increasingly rely on cloud ecosystems like Microsoft 365 to empower 
employees. However, effective license management is crucial not only for maximizing 
ROI but also for ensuring operational flexibility.

Uniform Licensing
Every user gets the same license.

Individualized Licensing
Licenses are assigned based on 
user roles, responsibilities, or needs. 

Two main practices emerge: 

E5 E5 E5 E5 E5 E5 E5 E3 E5 E3

Targeted at small and medium-sized businesses, these plans provide core 
productivity tools, with Business Premium including endpoint management 
(Intune) and advanced security features. 

Microsoft 365 Business Plans (Business Basic, Business Standard, Business Premium)

Designed for larger organizations requiring greater scalability, security, compliance, and analytics features. 
Enterprise Plans (E1, E3, E5)

Tailored for frontline workers who need lightweight versions of the main applications. 
Frontline Plans (F1/F3)



This introduces a strategic decision point: while a higher-tier 
license simplifies integration and reduces reliance on 
external vendors, it may also drive up costs considerably if 
not all features are needed across the user base. 

PwC research suggests that uniform licensing can lead to a 
15-30% overspend on SaaS subscriptions in mid-sized firms. 

Organizations must define minimum license requirements for all users before implementing an 
individualized model. Otherwise, critical capabilities could be lost, or complexity could outweigh 
cost savings. 

The Case for Uniform Licensing 3
ADVANTAGES DISADVANTAGES

Simplicity: Easier to manage, 
onboard, and support users.

Feature Access: Ensures employees 
have the complete toolset, reducing 
department friction. 

Cost Inefficiency: Many users may only use a fraction of 
available features.

Over-licensing: Paying for capabilities that non-power 
users will never leverage.

Bundled Dependencies: Some critical functionalities like 
endpoint management (Intune) or security (Defender) are 
only available in higher-tier licenses like E5. Organizations 
opting for uniform licensing must decide whether to: 

Standardize on a high-end license like E5, ensuring all 
required features are included. 

Use a lower-tier license (e.g., E3) and supplement 
missing features through add-ons or third-party tools. 

The Case for Individualized Licensing 4
ADVANTAGES CONSIDERATIONS AND CHALLENGES 

Cost Optimization: Tailoring 
licenses save money, especially 
when frontline workers or 
part-time staff have limited needs. 

Role Alignment: Assign tools 
based on actual workflows and 
application requirements. 

Granularity Matters:  Individualized licensing can range 
from a simple two-tier model (e.g., office staff vs. frontline 
workers) to highly granular allocations across 10, 20, or more 
user profiles. Greater granularity can yield higher cost 
savings but significantly increases administrative complexity. 

Need for Automation:  Managing individualized licensing 
effectively at scale demands automation. Tools and 
processes should be in place to assign the correct license at 
onboarding and dynamically adjust licenses when 
employees change roles or departments. 

Baseline Requirements: Some core functionalities, such as 
device management (Intune) or security (Defender), may be 
non-negotiable for organizational security policies. If these 
services are required universally, they may limit how much 
variation in licensing is practical. 

Uniform licensing can lead to a

15-30% overspend
real need waste

+15-30%



Organizations must define minimum license requirements for all users before implementing an 
individualized model. Otherwise, critical capabilities could be lost, or complexity could outweigh 
cost savings. 
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Catalog Existing Licenses: Identify what licenses are currently in use, which users hold 
them, and the associated costs.

Subscription Terms: Understand contract renewal dates, minimum commitments, and 
upgrade/downgrade flexibility to avoid unexpected cost implications during changes. 

Inventory and Financial AssessmentSTEP

1

Analyse Real-World Usage: Use Microsoft 365 Admin Centre reports or third-party tools 
(e.g., CoreView, AvePoint) to assess how users use the tools for which they are licensed. 

Separate Use from Entitlement: Recognise the difference between what users have 
access to versus what they use. 

Usage ProfilingSTEP

2

Classify Usage Profiles: Segment the workforce into logical license usage groups (e.g., 
frontline staff, sales, finance, IT, external contractors). 

Define Group Requirements: Outline the minimum viable tools and services each 
group requires based on their job functions and compliance needs. 

Grouping UsersSTEP

3

Map License Options: Create a matrix of available licenses, their feature sets, and pricing. 

Feature Alignment: Match group requirements to licensing options, including add-ons or 
third-party equivalents. 

Licensing Options Matrix STEP

4

Build a Cost Comparison: Use spreadsheet models or financial tools to compare the 
current state versus optimized scenarios. 

Evaluate Savings Potential: Include licensing, migration, support, and training costs to 
estimate ROI for different scenarios. 

Cost Modelling and Scenario Planning STEP

5

Select Optimal Model: Based on analysis, decide whether to proceed with uniform, 
individualized, or hybrid licensing. 

Implementation Plan: Develop a roadmap that includes pilot testing, stakeholder buy-in, 
change management, regular review and always at least 3 months before the renewal date.  

Decision and Transition Plan STEP
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Conclusion

Microsoft 365 licensing offers powerful opportunities—but only if it's done thoughtfully. For IT managers and CIOs of 
small and mid-sized organizations, the path to optimization requires balancing cost control, operational efficiency, 
user empowerment, and security compliance. 

Our deep dive into individualized versus uniform licensing highlights the real-world implications of both approach-
es. We explored how license families differ, the importance of modular flexibility, the need for automation, and the 
necessity of financial modelling to make data-driven decisions. 

Yes, this is complex. But complexity should not equal paralysis. With the right framework, structured analysis, and a 
bit of support, organizations can reduce unnecessary costs and better align digital tools with real-world needs. 

NUDGEIT, a specialist in IT infrastructure and licensing strategy for SMBs in the DACH region, created this 
whitepaper. If you'd like support in auditing your licenses, building a licensing matrix, implementing 
automation, or maximizing your Microsoft 365 investment's ROI, reach out to us. 
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Need Help Navigating Microsoft 365 Licensing? 

Get to speak to a specialisthttps://statics.teams.cdn.o�ce.net/evergreen-assets/safelinks/1/atp-safelinks.htmlhttps://resources.nudgeit.com/getexpertautomationhelp-1



Executive Summary 
Microsoft 365 offers a highly flexible but increasingly complex range of licensing models. For small and mid-sized 
enterprises (250–2000 employees), how licenses are assigned—uniformly across all users or individualized based on 
roles—can profoundly impact financial efficiency and operational agility.  

Without a clear strategy, organizations risk silent budget drains through over-licensing or lost productivity through 
misaligned access. Today, IT leaders must think beyond simply "what license" and also consider "how licenses are 
grouped," "how usage is tracked and adjusted," and "what baseline security and management needs must be 
universally enforced."  

This whitepaper provides a pragmatic guide for IT Managers and CIOs on how to: 

Choosing the right licensing approach isn't just about cutting costs—it's about empowering employees with the 
right tools, safeguarding compliance and security, and building an agile foundation that adapts to dynamic user 
needs over time. Success depends not merely on selecting "one license or many" but on strategically managing 
evolving requirements while ensuring that critical baseline services like device security and compliance are 
consistently maintained.  

Microsoft 365 licensing is complex but offers significant opportunities for those who approach it strategically. Expert 
support is available to help you turn complexity into clarity—and savings if needed. 

Understand the differences between Microsoft's Business, Enterprise, and Frontline license families. 

Evaluate the trade-offs between uniform and individualized licensing models. 

Implement a structured, step-by-step approach to license inventory, user profiling, grouping, 
option evaluation, and cost modelling. 

Navigate critical considerations such as automation, compliance, minimum service requirements, 
and modular feature selection. 


