Centurate Technologies - Managing Shadow
IT

Executive Summary

In today’s rapidly evolving digital landscape, Shadow IT—referring to the use of technology and
applications without the knowledge or approval of an organization's IT department—is a
growing concern. Shadow IT accounts for approximately 42% of applications within a typical
company. While these applications may offer enhanced productivity, they also expose businesses
to significant security risks, data breaches, and compliance violations. This white paper explores
the risks associated with Shadow IT and provides actionable insights on creating effective
company policies designed to mitigate these risks, ensure security, and streamline IT
management.
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1. Introduction

Shadow IT has emerged as one of the most significant challenges facing modern enterprises. The
proliferation of cloud-based applications, mobile devices, and remote work has enabled
employees to use a variety of apps and services that fall outside the purview of traditional IT
departments. While these technologies may improve efficiency and drive innovation, they also
introduce a complex set of risks that can leave organizations vulnerable to data breaches,
compliance violations, and even financial penalties.

This white paper will help organizations understand the full scope of Shadow IT, its associated
risks, and provide guidelines on how to create and enforce company policies to minimize those
risks.

2. Understanding Shadow IT
Definition and Scope

Shadow IT refers to the use of hardware, software, and cloud-based services by employees
without the explicit consent or oversight of the organization's IT department. It can include
everything from personal email accounts and file-sharing services to more complex enterprise
software applications.

While Shadow IT is often driven by employees seeking to boost productivity or fill gaps in
official tools, its unregulated nature creates significant issues for businesses.

Prevalence in Modern Workplaces

According to recent studies, approximately 42% of applications used in a typical company fall
under the category of Shadow IT. This includes both cloud applications and third-party tools not
approved by the IT department. Given the rise in remote work and the proliferation of mobile
devices, this percentage continues to increase, leaving many organizations struggling to control
their IT infrastructure effectively.

3. The Risks of Shadow IT
Security Vulnerabilities

Without proper oversight, Shadow IT creates significant security risks, as employees may
unknowingly download malicious software or use insecure applications. Since these applications
are often outside the control of IT departments, they are not subjected to the same security
protocols or updates as sanctioned software, leaving company data at risk.



Data Privacy and Compliance Risks

Shadow IT also complicates the management of sensitive data. Employees may unknowingly
store confidential information in third-party cloud applications, leading to potential data breaches
or violations of regulations such as GDPR, HIPAA, or CCPA. Since these applications fall
outside the organization’s data governance framework, tracking where and how data is stored
becomes a significant challenge.

Inconsistent User Experience and Integration

When employees use different applications and tools, it creates an inconsistent user experience
and limits the ability to integrate systems seamlessly. These gaps can reduce overall productivity
and hinder the effectiveness of cross-functional workflows.

Increased Operational Costs

The lack of visibility into Shadow IT usage can result in duplicate software subscriptions,
inefficient resource allocation, and wasted IT budget. Managing this unapproved technology

increases operational overhead for the IT team, which has to spend more time addressing issues
related to unauthorized software.

4. The Impact of Shadow IT on Businesses

Case Studies of Security Breaches

Several high-profile security breaches have occurred due to Shadow IT, where employees
unknowingly introduced vulnerabilities by using unauthorized software. For example, in 2019, a
well-known company suffered a data breach after an employee uploaded sensitive customer data
to an unapproved file-sharing service, which was then compromised by hackers.

Financial Implications of Shadow IT

Organizations that fail to control Shadow IT often face significant financial repercussions. Data

breaches, legal fines for non-compliance, and remediation efforts can cost millions of dollars.
Furthermore, companies may lose customer trust, leading to long-term revenue loss.

5. Creating Effective Policies to Manage Shadow IT

Policy Framework and Governance



To manage Shadow IT, organizations must develop a clear policy framework that outlines
acceptable use of technology, compliance requirements, and data security standards. The policy
should be enforced with clear consequences for violations and encourage transparency.

Employee Engagement and Training

A key component of any policy is educating employees about the risks associated with Shadow
IT and the importance of using approved tools. By engaging employees and creating a culture of
compliance, companies can reduce the likelihood of Shadow IT use.

Identifying and Managing Shadow IT Applications

To effectively manage Shadow IT, companies should leverage technologies that can
automatically identify and monitor unapproved applications in use. These tools allow IT
departments to gain visibility into Shadow IT usage and take appropriate action, such as
migrating data to secure platforms or integrating third-party apps with the company’s ecosystem.

Integrating Shadow IT into IT Ecosystem
Rather than banning Shadow IT outright, organizations should consider integrating these
applications into their IT infrastructure in a controlled and secure manner. For example, an

employee may use a third-party tool, but with proper monitoring and compliance checks in place,
this tool can be safely incorporated into the organization’s existing systems.

6. Best Practices for Mitigating Shadow IT Risks

Transparent IT Policies

Companies should develop clear, transparent IT policies that outline acceptable software usage
and data protection requirements. This clarity helps set expectations and reduces the likelihood
of unauthorized applications being used.

Tools and Technologies for Shadow I'T Management

Investing in Shadow IT management tools that provide real-time visibility into unsanctioned
applications is crucial. These tools enable IT departments to track the usage of unapproved
applications and mitigate potential risks.

Continuous Monitoring and Auditing

Regular audits and continuous monitoring are essential to maintaining control over Shadow IT.

Organizations should use monitoring tools that flag unauthorized applications, monitor data
flows, and identify vulnerabilities in real-time.



Collaboration with Users for Better Control

Rather than simply enforcing restrictive policies, organizations should work closely with
employees to understand their needs and find secure solutions that meet both user requirements
and company policies.

7. Conclusion

Shadow IT represents a growing challenge for organizations striving to maintain control over
their IT infrastructure. While the risks of Shadow IT are significant, they can be effectively
mitigated through clear, comprehensive policies, robust monitoring tools, and a culture of
security. By addressing the root causes of Shadow IT and integrating these technologies into the
organizational ecosystem, companies can harness the benefits of innovation while protecting
themselves from potential threats.
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