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IT Outsourcing Expense as a Percentage of Total IT Expense
Definition & Measurement Details

Total outsourcing-related expense incurred by the IT Department divided by the total expense incurred by the IT Department over the same time period, as 
a percentage.

IT Outsourcing Expense as a Percentage of Total IT Expense measures 
the level of outsourcing that is utilized by the IT function to maximize the 
efficiency of its operations. A relatively high value for this KPI indicates 
that the IT Department may be understaffed or that the Department’s 
employees do not have sufficient knowledge to handle a wide spectrum 
of IT projects or tasks. A high percentage of IT expenses dedicated to 
outsourcing can also negatively affect employee morale due to a feeling 
that their positions may be replaced by third-party vendors. While a low 
value is typically preferred for this KPI, IT outsourcing budgets are based 
on company strategy, and investment in IT outsourcing can help mitigate 
risk, shift employee focus to more strategic company goals and may help 
with cost savings in the long run.

IT Labor Expense as a Percentage of Total IT Expense, IT Staffing Ratio, IT 
Expense as a Percentage of Total Expense

(IT Outsourcing Expense / Total IT Department Expense) * 100

Two values are used to calculate this KPI: (1) the outsourcing expense 
incurred by the IT Department, and (2) the total IT Department expense 
incurred during the same measurement period. IT Department expenses 
include labor, applications, security, hardware, software, network 
infrastructure, data center expenses, facilities costs, end user devices, 
etc. Outsourcing expenses should include any work that is performed by 
a third-party that would typically be performed by the IT department. Do 
not include depreciation in this calculation. Do not include technology 
outsourcing that is not related to the IT Department (e.g., Payroll, 
Accounts Payable, Call Center, etc.)

What is IT Outsourcing Expense as a Percentage of Total IT Expense?

Formula

Why should this KPI be measured? How is this KPI calculated?

Related KPIs

ABRIDGED CONTENT

Purchase to View Full Definition & Measurement Details!
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IT Outsourcing Expense as a Percentage of Total IT Expense
Benchmarks & Characteristics of High Performers

IT Outsourcing Expense as a Percentage of Total IT Expense
(IT Outsourcing Expense / Total IT Department Expense) * 100

How to read this chart: This chart summarizes the performance gaps between high (Top 5%), mid 

(Median) and low (Bottom 5%) performers for this Key Performance Indicator (KPI). For example, the 

column labeled “Top 5%” represents a company that outperformed 95% of the peer group observed 

for this metric.

Avg (XX)

Low PerformersHigh Performers
XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX
XXXX

Sample Size: XX

KPI Type: XX

Unit: XX

Is High or Low Best?: XX

Characteristics of High Performers

• KPIs are well-defined, tracked and tied to 
performance reviews

• Robust self-service options for customer 
(online FAQs, etc.)

• Agents cross-trained to handle and resolve 
multiple call types

• KPIs are well-defined, tracked and tied to 
agent performance reviewsSAMPLE CONTENT

Purchase to View Actual Benchmarking Data!
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