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How to Lower Email Costs While Increasing Reliability

Evaluating Your Email Options

Email has become something of critical utility, much like the electricity that powers our
offices: it must be available 24 hours a day, it must provide reliable performance, and its
cost must be reasonable. However, unlike electrical systems (at leaBbm the userOs
perspective), email systems require significant amounts of labor to manage well. Email
systems must periodically be upgraded. New hardware must be introduced as
organizations migrate to new systems. Security must be maintained and upgred to

protect the system from intrusions. Additional hardware must be deployed to protect
against outages that could seriously harm user productivity. Plus, unexpected events, such
as spam storms or natural disasters can drive up costs substantially irays that were not
anticipated.

This critical application has become the key communications and file transport vehicle for
most individuals in business today. Microsoft Exchange, as the leading email platform in
use in the workplace, is one of the key masaging systems upon which users and
organizations rely to do their work.

This white paper, sponsored byConcentric , discusses the critical nature of email and the
importance of understanding the total cost of ownership for providing email. It also
provides some examples of the cost of providing Exchange epremise for organizations of
various sizes developed from a cost model developed by Osterman Research. Finally, the
white paper presents a brief overview ofConcentricOsiosted Exchange offerings.

EMAIL IS STILL THEKILLER APP

The average information worker, even in a small company, has a growing array of

communication and collaboration tools at their disposal: email, instant messagingWwikis,
blogs, collaboration environments, mobile devices and other tools. However, despitethe
growth in the availability of various

communication tools, email continues 3 : :
to be the dominant method by which The IigisiIg Liss of emall a

most information workers the transport system for file:

communicate. For example, puts a growing strain on both
Osterman Research found in a 2008

survey of email end users that the the bandwidth devoted to

average user in a sraller organization email and the storage that i
sends and receives a mean of 124 . .
required for it.

emails on a typical workday. Further,
the average user spends 35% daheir
time doing something in email Bsending or receiving emails, looking for contacts or
attachments, scheduling appointments, etcbcompared to only about 2% of their time
doing work in instant messaging, for example.

In addition, email has become the primary file transport mechanism for most users.
Despite the availability of FTP and other filesharing technologies, most usershoose email
as their preferred method for sending or receiving attachments. This has two important
implications:
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¥ The increasing use of email as the transport system for files puts a growing strain on
both the bandwidth devoted to email and the storage thats required for it. Growth in
email storage has consistently been the most serious problem cited by decision makers
in numerous Osterman Research surveysver the past three years, both for small and
mid-sized businesses (SMBs) and enterprises.

¥ The growing proportion of attachments stored in email®many of which contain
critical business documentationbis placing increased emphasis on archiving and other
technologies that can store and retrieve this content quickly, easilyand inexpensively.

MANY DECISION MAKERS UNDERESTIMATE EMAIL COSTS

Osterman Research has found in numerous surye that messaging decision makers often
underestimate the cost of providing email to their users. For example, in a major survey of
email decision makers that Osterman Research conducted during November and
December 2008, it was discovered that
54% of decision makers estimated their

costs of providing email services at $10 54% of decision makers

per seat per month or less (which we estimated their costs o
providing email services at $1(

show later in this white paper to be
well under the mean cost of providing
email in-house) Further, the vast per seat per month or

majority of decision makers express =
little confidence that they can actually lessEwell under the mean cost

determine the true cost of providing of providing email in-house.
email services to their users.

What this means is that most decision makers do not really know the cost of providing
email in their organizations. This puts most decision makerst a disadvantage when
comparing the cost of alternatives to their current email systems, and it means that many
organizations are spending significantly more than they need to spend for email. This
point is particularly painful during periods of economic slowdown, since organizations
must provide robust and reliable email services to their users while driving as much cost
out of the system as possibl® something that will be much more difficult if the true cost of
ownership for email is not known.

HOW MUCH DOES YOUR ON-PREMISE EMAIL SOLUTION REALLY
COST?

What organizations of all sizes need, then, is the ability to provide email functionality to
users reliably, predictably, and at lower cost. A hosted solution can accomplishthis,
providing very high levels of reliability at a much lower cost per seat than onpremise
deployments. Further, while the greatest cost savings will be realized by small
organizations, even enterprises will find that hosted email systems less expensive than their
on-premise system.
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On-premise email costs include:

¥ Hardware
An on-premise email system requires the deployment of at least one server and, for
some systems like Microsoft Exchange, multiple servers to provide clustering and
services for multiple server roles. Add to this the servers or appliances required for
security, archiving, and other functions.

¥ Software
This includes not only the server software for the email system itself, but also the server
operating system, client access licenses for the server and operating system, security
capabilities, and other software.

¥ Labor
The fully burdened salaries for the individuals necessary to maintain the on-premise
email system generally consumes up to two-thirds of the budget for an email system.
For example, if an email administrator in a small company spends just 16 hours per
week (0.4 full-time equivalent staff members) maintaining an email system for 50 users,
and assuming their fully burdened salary is $80,000 annually, the annual cost for labor
to maintain email is $32,000 (0.4 FTE * $80,000), for an annual cost of $640 per user
per year, or more than $53 per user per month. Even if the cost of labor could be
halved, an organization would still spend nearly $27 per user per month just for labor,
dramatically more than the cost of a hosted solution.

¥ Resiliency

Because email has become so Failover Capability must be
critical for most users and built into the system in order to
organizations, building resiliency o

and availability into the system has ensure as close to 100%

become a necessity. This means reliability of email as possible.

that some sort of appliance or other .
failover capability must be built This adds to the cost of

into the system in order to ensure on-premise email, particu/ar/y

as close to 100% reliability of email for small companies
as possible. This adds to the cost of 2 :

on-premise email, particularly for

small companies. Even if an organization opts to forgo a capability that will provide
high availability, they must pay for the cost of downtime in the form of reduced user
productivity when the email system goes down. Osterman Research estimates that the
average user is about 25% less productive during periods of email downtime — for
some users, such as some mobile or remote workers, loss of productivity during periods
of email downtime can approach 100%. Plus, an organization must factor in the loss
of revenue that can occur if email is relied upon for transaction processing, taking
orders, answering queries in near real-time, etc.

¥ Migration costs
On-premise email systems will eventually need to be migrated to a newer version of
the same vendor’s email system or another vendor’s system that provides better or
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faster performance. The cost of migration can be significant, particularly when
considering the cost of the labor, higher-performance hardware, and other costs
involved in the migration, not to mention the disruption that migration causes for most
users. In many cases, the cost of migration can be prohibitive for smaller organizations
because they are spreading these costs over a smaller base of users.

Hosting Can Dramatically Reduce Your Costs
COST/BENEFIT COMPARISON

The use of a hosted email service can significantly reduce the cost of providing email for
most organizations, and can offer dramatic reductions in costs for smaller organizations.
Hosted email can reduce costs in a variety of ways:

¥ Very high levels of reliability
A hosted provider generally offers very high reliability, often higher than most
organizations (particularly smaller ones) can afford to provide. This results in greater
end user productivity and potentially higher revenues.

¥ Very robust security
While many fear the use of a hosted solution because they are concerned about the
security of the data stored in email, hosted email generally provides much better
security than most organizations provide on-premise. Most hosted providers offer very
high levels of both logical and physical security for the email stores of their customers,
resulting in greater overall security.

¥ Labor costs can be significantly reduced
Instead of using precious IT staff time to manage an email infrastructure; IT staff can be
freed up for initiatives or projects that will provide more competitive advantage. The
use of a hosted email service can reduce IT staff time to perhaps an hour or two per
week, less in some cases.

¥ Capital expenditures can be eliminated
Because a hosted provider manages all of the backend hardware and software, there is
no on-premise, backend infrastructure to maintain. This can dramatically reduce the
cost of email management. Plus, a hosted email service moves much of the cost of
ownership from capex to opex, a particularly important benefit during difficult
economic times.

¥ Reduced migration costs
A hosted provider will manage all of the server upgrades (backend migration) involved
in moving to a new messaging system (e.g., the migration from Microsoft Exchange
2003 to Exchange 2007), meaning that deployment of things like 64-bit hardware, the
IT labor required for the migration, the costs of new software, the costs of consultants,
etc. are completely avoided, with no disruption to end users.
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THE BOTTOM LINE

Hosted email providers can offer significant advantages because of the economies of scale
that they enjoy by providing email services to tens of thousands of users. This results in
the cost benefits of deploying and managing an email infrastructure that can support many
thousands of users (with the low cost per user for a large scale deployment), and then
selling this capability at a much lower cost per user than could ever be obtained by a
smaller organization. In short, the use of a hosted service offers the benefits of a carrier-
grade email deployment at a much
lower cost per user than most

organizations could ever enjoy with an Use of a hosted service offer
on-premise deployment. the benefits of a carriergrade
Osterman Research has developed a emall deployment at a much
cost model that analyzes the cost of lower cost per user than mos
configuring, deploying. and organizations could ever enjoy
maintaining an on-premise Microsoft ; b

Exchange environment over three with an on-premise

years. In developing this model and
the examples that follow, we used the
following assumptions:

deployment.

* Published retail prices were used throughout

* An industry-standard, appliance-based security solution is included
* Annual software maintenance is 18% of the original purchase price
* The fully burdened salary for IT staff is $80,000 per year

*  Wage growth is 5% per year

Based on these assumptions, the monthly cost to provide email services for organizations
of various sizes is shown in the following figure.
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Mean, Monthly Cost of On-Premise
Microsoft Exchange per User
25 to 1,000 Users

$140.00

$120.00

$100.00

$80.00

$60.00

$40.00

$20.00

25 Users 50 Users 100 Users 250 Users 500 Users 1,000 Users

Not surprisingly, the cost of deploying and managing Exchange for a small organization is
dramatically greater per seat than it is for a larger organization — larger organizations enjoy
an economy of scale that smaller organizations simply do not enjoy because of the
former’s ability to spread the fixed costs of deployment and management over a much
larger base of users.

SIGNIFICANT COSTS OF MIGRATING TO EXCHANGE 2007

Exchange 2007 provides a number of important new business benefits compared to earlier
versions of Exchange, including larger mailboxes, new server roles that provide unified
messaging services, and so forth. In short, Exchange 2007 represents a significant step
forward that can make employees and organizations more efficient.

That said, the move to on-premise Exchange 2007 is not an easy one. For example, the
move from Exchange 2003 to Exchange 2007 requires the deployment of more expensive
64-bit hardware, unlike the 32-bit hardware that could be used with earlier versions of
Exchange. It requires administrators to learn the new server roles in Exchange 2007. It
requires new ways of thinking about architectures and deployment strategies. Plus, it
requires substantial amounts of training for IT administrators to bring them up to speed, not
to mention the time that required to learn the new system.
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However, if an organization wants to migrate from on-premise Exchange 2003 to a hosted
Exchange 2007 environment, the migration process would be dramatically easier and
much less expensive. For example, there is no hardware costs associated with the
migration. IT administrators are not required to learn Exchange 2007. Migration to the
new system is much faster because IT does not need to spend time learning the new
system. Plus, existing hardware was used for Exchange 2003 can be repurposed for other
roles, allowing an organization to forego the purchase of additional hardware for other
systems.

About Concentric

BENEFITS OF CONCENTRIC HOSTED EXCHANGE

Concentric Hosted Exchange provides all the functionality of Microsoft® Exchange 2007
on a fully managed, secure, and redundant platform. Concentric Hosted Exchange comes
with junk mail and virus filtering, Outlook®, Concentric secure chat, and an intuitive point-
and-click control panel to manage users and add-ons.

¥ Reducd Operating Costs
0 Lower total cost compared to an in-house email server
o0 Eliminate server hardware and software license costs
0 Cut administration and support overhead
0 Scale up or down with your business needs

¥ Fast, Reliable Infrastructure

0 Redundant backbone network connections
0 Clustered servers with no single point of failure
o Daily Backups
0 Connect over Secure Sockets Layer (SSL)
0 World-class anti-spam and anti-virus
0 99.99% SLA
¥ Flexible

0 Easy-to-use, web-based user and account management
o Allows hybrid combination of standard (POP3) and Exchange mailbox types
0 Optional customer trainable filter

PRICING AND FEATURES

Pricing as low as $9.25 per user per month and includes:

¥  Microsoft Exchange 2007: Email and collaboration features including
secure mailbox access via Outlook and Outlook Web Access (OWA)

¥ Microsoft® Outlook® 2007 or Entourage 2004
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*  Wireless Email Options: Mobile support for BlackBerry®, ActiveSync® for Windows
Mobile, iPhone and other devices

* Collaboration: Group calendaring and scheduling, public email folders,
shared contacts, calendars and folders, and tasks and task delegation

* Instant Messaging: Chat privately and securely without the security risks of
a public chat service

* Advanced Junk Mail and Virus protection:
0 Propriety filtering technology is self-learning and updates multiple
times a day, delivering superior results over the standard Exchange

built-in filtering or “free” solutions

* Microsoft Active Directory: Global Address List (GAL) and Offline Address
Book (OAB)

Comparison of Concentric With Typical Competitors

Typical
Feature or Function Concentric Competitor
Email and Collaboration Yes Yes
Enhanced Junk Mail Filtering
Self-learning and auto updating multiple Included Add-On $2/user
times a day
. - Exclusive
Custom Trainable Junk Mail Filters Add-On No
Add-On
Instant Business Messaging Exclusive Microsoft OCS,
Secure Chat Included $2.50 to
$7.95/user/month
Hybrid Email Most do not or
Mix Business Standard and Exchange Yes charge an
Mailboxes add-on fee
US-Based Support (Standard and Premium) Yes Many do not
Clustered, Redundant Infrastructure based on
Microsoft HMC (designed to scale to one Yes Many do not
million mailboxes)

©2009 Osterman Research, Inc.



How to Lower Email Costs While Increasing Reliability

Summary

Email is absolutely critical to the way individuals and organizations work. It is the primary
communications medium for most usersbmore important than the telephone, fax or real-
time communications Band it has become the key file transport mechanismn most
organizations. As such, emailOs importance cannot be overstated: it must be available as
close to 24x7 as possible and it must provide robust performance as measured by message
delivery time.

Given the critical nature of email, the onus is for IT to drive as much cost as possible out of
providing it. However, complicating this is the significant amount of labor that must be
devoted to managing email, the growing costs of labor over time, andhe continual need

to upgrade to new email systems or versions of the same system. A hosted email solution
can provide the reliability that organizations need at much lower cost than orpremise
deployments.
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No part of this document may be reproduced in any form by any means, nor may it be distributed without the permission of
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THIS DOCUMENT IS PROVIDED OAS ISO WITHOUT WARRANTY OF ANY KIND. ALL EXPRESS OR IMPLIED
REPRESENTATIONS, CONDITIONS AND WARRANTIES, INCLUDING ANY IMPLIED WARRANTY OF MERCHANTABILITY
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DETERMINED TO BE ILLEGAL.
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