The Case for Outsourcing IT
Services

Faced with increased technical complexity and spiraling in-house costs, the case for
outsourcing IT becomes more compelling.
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Outsourcing IT Services for Business Growth and Resilience in a Hybrid World

Executive Summary

In today’s digital economy, businesses face the challenge of maintaining an agile,
secure, and efficient IT environment while also meeting the demands of a flexible
workforce and dynamic business landscape. One effective solution is the strategic
outsourcing of IT services to a Managed Service Provider (MSP), which allows
businesses to reduce costs, streamline operations, and secure their networks
against evolving threats. This white paper explores the numerous advantages of
partnering with an MSP, highlighting how this approach enables companies to focus
on their core competencies, expand their talent acquisition strategies, and maintain
a secure and resilient IT infrastructure that supports growth in a hybrid work
environment.

l. Introduction

The Evolving Role of IT in Business

The role of technology in business is no longer confined to supporting functions; it is
now fundamental to operations, growth, and resilience. As digital transformation
accelerates, companies are increasingly reliant on technology to gain a competitive
edge, from improving productivity and streamlining workflows to managing customer
relationships and safeguarding data. However, managing an in-house IT department
capable of meeting these demands is a significant resource commitment,
particularly for small to medium-sized enterprises (SMEs) that may lack the capacity
for extensive IT investment.

The Hybrid Workforce and IT Challenges

The rise of hybrid and remote work has also introduced new complexities'. Today’s IT
infrastructure must not only support secure access for dispersed teams but also
facilitate smooth, efficient collaboration across locations and devices.
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Organizations are further challenged by the need to protect a broader network
footprint from cyber threats. Many businesses recognize the need to adapt to these
changes but struggle to implement solutions that adequately address security,
connectivity, and scalability'.

Objective of This White Paper

This paper aims to provide insights into how outsourcing IT services to an MSP can
address these challenges. By demonstrating the benefits of MSPs in cost
management, productivity, security, and adaptability, we’ll highlight how partnering
with an MSP is a strategic move that supports growth and operationalresilience in an
increasingly digital, flexible workplace.

ll. Cost Savings through Managed IT Services

Reducing Operational Costs

In-house IT departments require significant investments in hardware, software, and
specialized personnel. MSPs alleviate this burden by offering access to state-of-the-
arttechnology, expert professionals, and scalable resources at a fraction of the cost.

Estimated Cost Savings for businesses
outsourcing IT vs in-house
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With an MSP, businesses can reduce their capital expenditures on costly IT
infrastructure, instead benefiting from a subscription-based model that spreads out
expenses and reduces financial strain'.

Predictable Budgeting and Scalable Services

MSPs offer flexible, predictable pricing structures that allow companies to budget IT
expenditures with confidence. These models, typically tiered by service level, let
businesses scale their services according to demand without requiring significant
upfront costs or surprise fees. This financial predictability is especially valuable for
growing companies or those with fluctuating IT needs.

Reducing Downtime and Associated Costs

Downtime can be a major cost for businesses, impacting productivity, customer
satisfaction, and ultimately, revenue". By continuously monitoring systems, MSPs
can detect and address issues before they escalate, minimizing downtime and
associated costs. When incidents do occur, MSPs provide rapid response and
resolution, ensuring that business operations are quickly restored.

lll. Focus on Core Business Activities

Core Competency Focus

Outsourcing IT management allows companies to focus on their core competencies,
such as product development, customer service, and sales, without the distraction
of managing IT infrastructure. By removing this burden, companies can concentrate
on areas that drive revenue and differentiate them in the marketplace, while leaving
the complexities of IT to the experts.

Enhanced Productivity Through IT Optimization
MSPs bring best practices in IT management, optimizing infrastructure and

workflows in ways that boost productivity'. They streamline technology processes
and address inefficiencies, ensuring that all IT systems are operating at peak
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performance. This improvement in efficiency reduces delays and interruptions that
can hinder employee productivity and business continuity.

Flexible Staffing and Scalability

As businesses grow, their IT needs evolve. With an MSP, companies can access
specialized talent and expand or contract services as required without the lengthy
hiring and onboarding processes involved in building an in-house team. This
scalability offers businesses the agility to adapt to market changes and opportunities
without overextending resources.

Remote Work and Recruiting Advantage

A secure, MSP-managed network infrastructure also opens doors for talent
acquisition. Remote work has become a major draw for top talent, and many skilled
professionals prioritize flexibility when considering job opportunities”. By
outsourcing IT services and establishing a secure, reliable remote work environment,
companies can expand their talent pool to include remote workers without
compromising network security.

IV. Enhancing Network Security and Compliance

Security Protocols and Threat Mitigation

Security remains one of the foremost concerns for businesses, especially in light of
rising cyber threats and the potential for data breaches!. MSPs implement robust
security protocols that safeguard company data and protect sensitive information.
Through continuous monitoring and vulnerability assessments, MSPs can detect
potential threats and address vulnerabilities proactively, significantly reducing the
risk of cyberattacks.
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Estimated Cybersecurity Threats - Percentages
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Protecting the Remote Workforce

Remote work introduces new security challenges, as employees may use personal
or less secure networks. MSPs implement and manage secure access protocols,
such as Virtual Private Networks (VPNs), multi-factor authentication, and data
encryption, to safeguard remote connections. They also conduct regular security
training for employees, helping to mitigate human error, which is a leading cause of
security breaches.

Compliance and Data Protection

For companies in regulated industries, compliance with data privacy and security
standards is essential'. MSPs help businesses meet these standards by managing
and securing data in accordance with relevant regulations. This ensures that
companies avoid penalties associated with non-compliance and helps maintain
customer trust in their data-handling practices.

V. Reliable Network Setup and Continuous Monitoring

Network Design and Setup for Scalability
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A resilient network begins with a strong foundation. MSPs design networks that can
accommodate growth and scalability while prioritizing security and efficiency. For
organizations with a mix of on-site and cloud-hosted applications, MSPs create
hybrid solutions that balance accessibility with robust security controls, ensuring
seamless connectivity and operational flexibility™.

Proactive Monitoring and Issue Resolution

MSPs provide round-the-clock monitoring, identifying issues before they impact
business operations. With proactive monitoring, MSPs detect anomalies, anticipate
potential failures, and implement preventive measures*. This real-time oversight
ensures that networks remain secure and perform optimally, minimizing disruptions
that can hinder productivity and customer satisfaction.

Pro-Active Monitoring Benefits: System Outage
Reduction
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Hybrid Cloud Solutions

Many businesses today leverage both on-site and cloud-hosted applications, such
as Microsoft 365 or Google Workspace, to meet their operational needs. MSPs offer
hybrid cloud solutions that provide the best of both worlds: the flexibility and
scalability of cloud-based applications with the control and security of on-premises
data storage. These hybrid setups allow companies to utilize cloud resources for
specific functions while maintaining critical data in-house if preferred.
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VI. Case for Proactive IT Strategy with MSPs

Scenario Analysis: Cost-Effective Security and Flexibility

Consider a mid-sized company with in-house IT resources struggling to manage
security for a growing remote workforce. In this scenario, outsourcing IT
management to an MSP introduces a scalable security infrastructure, such as secure
VPN access, real-time monitoring, and employee cybersecurity training”. This not
only mitigates security risks but also saves costs associated with potential data
breaches and provides the company with the ability to recruit remote talent
confidently™.

Scenario Analysis: Expanding and Managing Data-Driven Operations

Imagine a company that has recently transitioned to using cloud applications for
collaboration but retains sensitive customer data on-site. An MSP provides a
seamless hybrid infrastructure, ensuring that cloud applications integrate securely
with on-premises data, while maintaining compliance with data privacy regulations.
By managing the data lifecycle and securing access points, the MSP allows the
company to operate efficiently without the complexity and risk associated with
hybrid setups.

Increased Competitive Advantage

Businesses that work with MSPs are better equipped to adapt to evolving market
demands, from scaling services to managing remote teams. By establishing an agile
and resilient IT environment, companies position themselves competitively, with the
freedom to focus on core business activities that drive revenue and growth.

VII. Conclusion

The benefits of outsourcing IT services to a Managed Service Provider extend beyond
simple cost reduction; they support a business’s strategic goals by enabling
scalability, operational resilience, and security. With continuous monitoring,
proactive security protocols, and a robust network setup, MSPs empower companies
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to focus on growth while confidently navigating the complexities of a hybrid
workforce and digital landscape. For organizations seeking to build a secure, flexible
IT environment, outsourcing to an MSP offers a streamlined, strategic path toward
sustained success in today’s competitive business environment*i,

Global MSP Market Growth 2015 - 2024
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Appendix

The MSP Sweet Spot — Why Companies with 200 or Fewer
Employees Benefit from Outsourcing IT

Overview

For companies with 200 or fewer employees, outsourcing IT to an MSP often results
in substantial cost savings and operational efficiencies. While larger enterprises may
have the resources to maintain a fully staffed IT department, smaller organizations
can struggle with the high overhead associated with in-house IT management. An
MSP offers these businesses an optimized balance of support, flexibility, and
affordability, making it easier to access advanced technology solutions and expertise
without the high costs of building and sustaining an internal IT team.

Why Companies with =200 Employees are Ideal Candidates for MSPs

e Operational Cost Savings: Smaller companies generally don’t require the
scale of an in-house IT department. Partnering with an MSP enables these
businesses to reduce hiring costs, overhead, and maintenance expenses.

e Access to Specialized Talent: Hiring in-house IT specialists can be
prohibitively expensive for smaller companies, particularly when seeking
expertise in areas like cybersecurity or network infrastructure. MSPs provide
access to these skills without the long-term employment costs.

o Scalability: MSPs offer flexible service plans that grow with the business. This
flexibility is valuable for smaller companies with fluctuating needs, allowing
them to pay only for services they use and scale up or down as needed.

e Focus on Core Activities: By outsourcing IT requirements, smaller
companies can focus on revenue-generating activities without being
distracted by IT maintenance and troubleshooting.

Comparative Cost Analysis: In-House IT vs. MSP
Below is a sample cost comparison between two companies in similar industries
with approximately 150 employees. For illustration purposes, we’ll consider one

company (Company A) with an in-house IT team and another (Company B)
outsourcing its IT to an MSP.

10|Page



WHITE PAPER - THE CASE FOR OUTSOURCING IT SERVICES TO A MANAGED SERVICES PROVIDER

In-House IT MSP Outsourced IT
Expense (Company A) (Company B)
Salaries and Benefits $250,000 - $350,000/yr. Included in MSP fees
- IT Manager $80,000
- Network Engineer $70,000
- Help Desk Specialist $50,000
- Security Specialist $80,000
Software & Hardware Licenses $20,000 - $40,000/yr. Included in MSP fees
Network Monitoring Tools $10,000 - $15,000/yr. Included in MSP fees
Training & Development $5,000/yr. Included in MSP fees
Cybersecurity Measures $25,000 - $40,000/yr. Included in MSP fees
Total Estimated Cost $310,000 - $450,000/yr. $120,000 - $180,000/year

Explanation of Cost Differences

1. Salaries and Benefits: An in-house IT team typically requires four employees
(ITManager, Network Engineer, Help Desk Specialist, and Security Specialist),
totaling around $250,000 to $350,000 per year in salaries and benefits.
Conversely, MSPs provide equivalent expertise as part of their service fees,
without additional employment costs.

2. Software & Hardware Licenses: In-house teams often need to purchase
various software tools for network management, cybersecurity, and
monitoring, adding $20,000 to $40,000 in yearly costs. These tools are
generally bundled into an MSP’s service package.

3. Cybersecurity and Monitoring: While in-house IT departments mustinvestin
specialized security software and training, MSPs typically include
cybersecurity services and regular updates as part of their offerings, saving
additional costs and time on maintenance.

4. Training & Development: Maintaining an up-to-date IT team requires ongoing
training, which can be costly for small companies. MSPs handle these
updates internally, enabling clients to benefit from the latest expertise
without training expenses.

Conclusion

For companies with fewer than 200 employees, outsourcing IT services to an MSP
offers clear financial benefits. Smaller companies often save between 30% and 50%
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by outsourcing rather than hiring and maintaining an in-house IT department. The
scalability, reduced overhead, and access to specialized skills make MSPs an ideal
solution for supporting a secure, efficient, and flexible IT environment in a cost-

effective manner.
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Citations:

"Remote Work Trends: A 2023 report from Buffer’s State of Remote Work survey revealed that 97% of
remote workers want to continue working remotely at least part of the time for the rest of their
careers. This speaks to the rising demand for hybrid and remote work flexibility and the challenges it
presents for secure IT infrastructure.

i Cybersecurity Concerns: According to the IBM Cost of a Data Breach Report 2023, 83% of
organizations have experienced more than one data breach, and remote work contributed to a 1.3x
increase in data breach costs.

i Cost Savings of MSPs: Research by CompTIA suggests that 65% of businesses that outsource IT
report cost savings, with 44% experiencing savings of 15% or more compared to in-house IT
departments.

v Downtime Costs: According to Gartner, the average cost of IT downtime is around $5,600 per
minute for businesses, which can total thousands in lost productivity per hour. MSPs help mitigate
these costs through continuous monitoring and quick response times.

Y Productivity Gains: A study by Deloitte found that companies leveraging managed services reported
productivity gains of 20-30%, which translates to employees being able to focus more on core
business activities and strategic initiatives.

Vi Reduced Hiring and Onboarding Costs: According to a Glassdoor report, the average cost to hire a
new IT employee is around $4,000. MSPs eliminate these costs by providing access to specialized IT
resources without the lengthy hiring process.

Vi Cybersecurity Threats: A report by Verizon’s Data Breach Investigations Report (DBIR) 2023 noted
that 85% of breaches involved a human element, highlighting the importance of employee training
and secure protocols for remote work. MSPs help mitigate this risk through continuous training and
security management.

Vi Compliance Costs: According to the Ponemon Institute, companies that fail to meet compliance
regulations incur an average of $5.87 million in expenses due to fines, legal fees, and customer
attrition. MSPs help mitigate these risks by ensuring companies adhere to industry compliance
standards.

*Hybrid Cloud Adoption: A 2023 Flexera survey reported that 87% of enterprises use a hybrid cloud
strategy. MSPs provide hybrid cloud solutions that allow for secure on-site data storage combined
with the flexibility of cloud-hosted applications.

* Proactive Monitoring Benefits: Proactive IT monitoring reduces system outages by up to 75%,

according to a study by Forrester Research, highlighting how MSPs contribute to a more resilient
network infrastructure by identifying and addressing issues before they affect business operations.
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X Small Business Vulnerability: According to Accenture, 43% of cyberattacks target small
businesses, yet only 14% of these companies are adequately prepared to defend themselves. This
statistic highlights the need for small and medium-sized businesses (SMBs) to leverage MSP services
for cybersecurity.

X Remote Work Security Risk: Data from Cybersecurity Ventures indicates that by 2025, remote work
could increase cybersecurity risks by up to 20%, with MSPs serving as a key solution to help

businesses mitigate this exposure.

*i Efficiency Gains: Organizations that outsource IT see a 20% increase in efficiency on average,
according to Gartner, which can contribute significantly to long-term profitability and growth.
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