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> EDITOR'S LETTER <<<<<<<<<<<<<<<<<<<<

C
ompTIA’s recent channel survey for its December 2012 report, “Trends in 
Managed Services Operations,” found that among partners that have not 
taken the plunge into managed services, nearly two-thirds are waiting to 
see what impact cloud has on the MSP model.

Early iterations of managed services focused on the remote monitoring 
of premises-based hardware/software owned by the customer. However, many MSPs 
now offer the hardware/software along with the managed service (also known as 
hardware-as-a-service). And, sometimes that hardware/software is not located at the 
customer premises, but at the MSP’s data center.

If that sounds like cloud-based delivery to you, you would be in good company. In 
fact, there is an ongoing debate as to the differences between managed and cloud 
services. Some argue that there isn’t one, that cloud services are inherently managed 
services. Others argue that the shared and elastic characteristics of cloud services set 
them apart from managed services. 

It’s no wonder that there is confusion. Research from Techaisle shows many factors 
that drive small and medium businesses to use managed services are similar to the 
benefits they seek from cloud computing:

• Strategic (focus on core business, risk reduction, improvements in competitiveness 
and reaction time)

• Tactical (focus on cost control, lack of IT staff, better response time and 
proactive management)

It will be interesting to see how these two alternate delivery models compete or 
converge in the marketplace. Meanwhile, this digital issue offers some basics and best 
practices for moving to a managed services model.

As always, we would welcome your feedback on 
the content and the digital issue experience. You can 
contact me at khenderson@vpico.com or on Twitter.

Enjoy!

A CLOUDY VIEW OF 
MANAGED SERVICES

Khali Henderson
Editor-in-Chief

@khalihenderson

MORE INFO////
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Understanding & Selling 
Managed Cloud Services

Cloud Computing, 
Hosted and Managed

SOURCES

CompTIA

Techaisle



Extend your Portfolio to Include these Technology Services:
  
	 •Cloud	&	Managed	Services	 	 	 •Disaster	Recovery	
	 •Desktops	as	a	Service	 	 	 	 •Cloud	HD	Video	Conferencing
	 •Wireless	Design		 	 	 	 •Security	
	 •VoIP	Support	 	 	 	 	 •Application	Development	
	 •Technical	Staffing	 	 	 	 •Cable/Fiber

Grow	your	bottom	line        partner.questsys.com

Wanna	be	the	BIG	DOG?
Partner	with	Quest®

Qu
est
	is
	a	
Re
gis
ter
ed
	Tr
ad
em
ar
k	o
f	Q
ue
st	
Me
dia
	&
	Su
pp
lie
s,	
In
c.	
©
	Q
ue
st	
20
13



CHANNELPARTNERSONLINE.COM4 CHANNEL PARTNERS DIGITAL ISSUE     MANAGED SERVICES

I
f you are an “IT guy,” offering managed services may be a no-brainer, but 
that doesn’t necessarily mean you’ve done it or are doing it successfully. 
If you aren’t an IT guy, but a telecom reseller or agent, you may see the 
opportunity, but are concerned about your lack of IT expertise. Either way, 

building a new line of business can be intimidating — not to mention capital- 
and time-intensive — without reasonable assurances of success. 

This digital issue will take a look at best practices for adding managed 
services, including outsourcing options that can jump-start your time to 
profitability in the managed services space. 

MARKET OPPORTUNITY
The worldwide market for managed services delivered to small and medium 

businesses (SMBs) is forecast to grow from $27 billion in 2012 to $44 billion in 
2016, compounded at a rate of more than 12 percent, according to research 
published in November 2012 by Techaisle.

Larger SMBs with more complex needs are more likely to be receptive to 
using managed services, wrote Techaisle’s Davis Blair, director of consulting 
services, in a November blog. “While the adoption varies by service, a ‘safe’ — 
rather than a sweet — spot to target are businesses with 20-249 employees.”

Adding 
Managed  
IT Services

Best Practices for

(Even If You’re 

Not an IT Guy)
/// By Khali Henderson
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Blair also said younger IT managers and business decision makers that are growing up 
in the “work from anywhere, anytime, any device” era are more likely to consider managed 
services as a first response rather than an afterthought.

“Improving mobility solutions (devices, bandwidth and applications) also is creating a 
favorable environment for managed services,” Blair wrote.

DEFINING CHARACTERISTICS 
As MSP Coach Stuart Selbst, president of Stuart Selbst Consulting, reminds us: 

Managed services is not a product, it’s a delivery model. 
What it is exactly is up to some interpretation. So, for example, if you clean your 

customer’s pool on a weekly basis, that could be a managed service. But in the IT space, 
there are some generally accepted definitions. Here’s one from the MSP Alliance (MSPA), 
an industry association (as well as an accrediting and certifying body) for managed 
services professionals: “Managed services is the proactive management of an IT asset or 
object, by a third party typically known as a MSP, on behalf of a customer. The operative 
distinction that sets apart a MSP is the proactive delivery of their service, as compared to 
reactive IT services, which have been around for decades.”

MSPA further explains that MSPs delivering managed services will:

•	 Have	some	form	of	Network	Operation	Center	(NOC)	service

• Have some form of service desk or help desk service

• Be able to remotely monitor and manage all or a majority of the objects for the customer

• Proactively maintain the objects under management for the customer

• Deliver these solutions with a predictable billing model

Early iterations of managed services focused on the remote monitoring of premises-
based hardware/software owned by the customer. However, many MSPs now offer the 
hardware/software along with the managed service (also known as hardware-as-a-

Worldwide Managed Services Market — 2012-2016 
Between 2012 and 2016, the worldwide market for managed 
services delivered to SMBs is forecast to grow at a compounded 
rate of more than 12%.

Source: Techaisle, November 2012DOWNLOAD THIS INFOGRAPHIC AT
TOOLBOX.CHANNELPARTNERSONLINE.COM

PULSE ON MANAGED SERVICES REVENUE:

$44B

$27B

2012 2016
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service). And, sometimes that hardware/software is not located at the customer premises, 
but at the MSP’s data center.

If that sounds like cloud-based delivery to you, you would be in good company. In fact, 
there is an ongoing debate as to the differences between managed and cloud services. 
Some argue that there isn’t one, that cloud services are inherently managed services. 
Others argue that the shared and elastic characteristics of cloud services set them apart 
from managed services. We’ll leave that debate for another forum, and for the purposes of 
this piece consider them separately.

That said, CompTIA’s December 2012 report “Trends in Managed Services Operations,” 
shows MSPs’ breadth of service is expanding beyond network monitoring and 
management to email services like Microsoft Hosted Exchange. “Increasingly, MSPs are 
looking to move up the food chain to offer services in the applications space — either 
customer application development or the management of mission-critical software 
services such as CRM, ERP or business analytics,” the report stated.

The managed services model also has made its way into the customer WAN with 
carriers offering managed WAN services, giving customers visibility into their network 
performance from node to node. Multicarrier resellers are one-upping that offer with a 
single view of all carriers in the WAN. But it’s not stopping there; McGraw Communications 
is delivering an edge-to-edge managed service that allows clients to see the health of 
their WAN, LAN and all systems connected to it. The service, called VitalView, is available 
through indirect sales partners.

BUILDING BLOCKS
The basic building blocks of an MSP practice include:

 � Remote Monitoring & Management (RMM). RMM solutions enable MSPs to monitor 
customer IT networks and endpoint (e.g., servicers, storage, desktops, devices, etc.). 
It also generates alerts to problems and resolves them remotely if possible. (RMM does 
not eliminate all on-site visits, but it should reduce them to a minimum.) RMM solutions 
also perform routine maintenance tasks, like patch management, antivirus updates, disk 
optimization and backup. Some RMM tools now incorporate capabilities such as Mobile 

PULSE ON MANAGED SERVICES OFFERS:

Most Common Managed Services

� Network management

� Security management

� Server management

� Software/patching

� Storage management

� Desktop management

� Email

Source: CompTIA’s “Trends in Managed Services Operations” study, December 2012

� Help desk

� Database management

� Application management

� Business continuity/disaster recovery

� Managed print

� Mobile device management
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Device Management (MDM) and remote 
access software like LogMeIn. Some 
examples of RMM solutions include 
Continuum, Nable, Axcient, Kaseya and 
Level Platforms.

The key is  that  RMM solut ions 
provide a platform from which to scale 
your services without adding staff as 
well as to focus the staff you do have 
on high-priority activities.

 � Professional Services Automation 
(PSA). PSA refers to a system designed 
to streamline and track resources, 
projects, por t folios, revenues and 
the costs of professional services 
organizations like MSPs that provide 
billable services to their clients. Some 
examples of PSA system include 
Autotask Corp., ConnectWise and 
Tigerpaw Software.

PSA solutions also integrate with 
RMM tools, so you’ll want to make sure 
that they are compatible. In addition, MSP Coach Selbst says that the PSA solution you 
choose is even more important than the RMM you choose because it is more difficult to 
switch if you decide you don’t like it down the road. “PSA is the tool bag, but RMM is a 
screwdriver or hammer,” he explained.

 � Network Operations Center (NOC). A NOC is where the MSP monitors customer 
systems and performs remote maintenance and trouble resolution. Common tasks 
for the NOC are updating and maintaining server and desktop operating, supervising 
backups, handling systems administration tasks, and monitoring the security and 
stability of the network and all connected systems and equipment. 

 � Help Desk/Service Desk. A service desk is where your customers call for help. According 
to the MSP University, the service desk allows the MSP to resolve issues remotely for their 
customers about 85 percent of the time, reducing the need to schedule an on-site visit. 

 � Field Technical Force. For the 15 percent of the time that the problem cannot be fixed 
remotely, you will need technicians that can visit the client site and resolve the problem. 

BUSINESS MODELS
You certainly can go out and assemble each of the building blocks from scratch. Many 

MSPs do exactly that. However, there are options in addition to “do-it-yourself” including 
outsourcing, resale and commissioned agency models.

 � Do It Yourself. If you are going to do it all yourself, then you will need to be prepared 
for the capital investment in the systems and personnel. If you already employ technicians, 
you may find that you need fewer Tier 1 on-site techs and more Tier 2 and 3 techs able to 
solve more complex problems or work on pre-sales consultations.
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 � Resale/Agency. On the other end of the spectrum, you can resell the managed 
services of a facilities-based MSP, sometimes called a “master MSP.” This is usually 
done in one of two ways: as a reseller marking up the monthly service contract to the 
customer, or as a sales agent making commissions on the monthly subscription. In either 
case, the master MSP does all the work. Your role in the sale may be significant or limited, 
depending on the master MSP you work with.

 � Outsourcing. Usually, outsourcing is done for a portion of the offer, e.g., NOC or help 
desk services. This option helps MSPs ramp their services, fill in skills gaps or provide 
after-hours service. This has become so highly in demand that many of the RMM makers 
now offer these services to their MSP customers on a white-label basis.

Continuum is one of the RMM companies that offers NOC services integrated with its 
RMM. While an RMM might pass the alert to the MSP to troubleshoot, Continuum is able 
to analyze and fix alerts or explain to the MSP how to do it. According to Steve Ricketts, 
Contiuum’s vice president of marketing, this is particularly popular with telephony VARs 
turned MSPs. 

Even if you choose to outsource your NOC or help desk, you’ll need to bring in IT 
expertise — both technical and sales — for credibility and to service the “last mile,” 
said Ricketts.

In a similar vein, MSPs often contract field technical services when needed — usually 
to expand their geography but also to bring in new skills without hiring permanent staff. 
This can be done through services like OnForce or through reciprocal relationships with 
VARs with complementary service or skill areas.

MSPs also outsource service components of their offer. Quest, for example, outsources 
its hosted email offer to a partner rather than run it in-house.

Tim Burke, CEO of MSP Quest, offers a word of caution about outsource models: 
“Where [outsourcing] falls apart is when you assume the enabler will service your 
customers,” Burke said. “If you want to be in the managed services business, remain 
involved and price in the cost of your services as an intermediary. ... You need a project 
manager that understands the customer and the [enabler].”

SERVICE PLANS
One of the benefits of a managed services model is that it is a repeatable and therefore 

scalable business. That said, it also is a consultative one that’s meant to help clients 
address their business needs. Consider these items when developing your service plans.

 � Needs Assessment. Understanding what the customer needs rather than just 
showing them a list of services is important. Burke said the customer may want a quote 
for virtual desktops, but they actually need additional infrastructure to make it work.

PULSE ON MANAGED SERVICES OUTSOURCING:

“Where [outsourcing] falls apart is when you assume the enabler 
will service your customers. If you want to be in the managed 
services business, remain involved and price in the cost of your 
services as an intermediary.”

 ///Quest’s Tim Burke
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 � Pricing Models. Pricing models for managed services are all over the place, said 
MSP Coach Selbst. Indeed some of the ones identified in CompTIA’s report “Trends in 
Managed Services Operations,” include by usage, by user, by device and fixed fee.

Selbst recommends a per-user model that can range in price depending on the services 
provided. Continuum’s Ricketts agrees, explaining that irrespective of the number of 
devices each user has, they are covered, which simplifies pricing for the customer.

 � Service Level Agreements. All managed services come with written SLAs that spell 
out the level of service customers can expect to receive. SLAs vary but generally indicate 
the service delivered, support hours and time to repair. It also may include items related to 
the specific service. In the case of data backup, for example, it might specify the 
frequency of the updates as well as the time to recovery in the event of a disaster. Your 
RMM vendor or MSP coach can help you understand industry norms for SLAs.

RECURRING REVENUE
If your current revenue model is margin-plus hardware/software sales with break-fix, 

transitioning to a recurring revenue model with managed services can be a challenge. But 
most companies — even break-fix companies — charge for blocks of service on a recurring 
basis so the appeal of the model is clear.

“The annuity business takes time to ramp,” said Continuum’s Ricketts, “but it’s ongoing 
and predictable and easier to scale the business. MSPs that have made the transition don’t 
do it overnight.”

How Do MSPs Charge for Managed Services?

Source: CompTIA’s “Tends in Managed  
Services Operations” study, December 2012
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MSP Coach Selbst tells VARs that are transitioning from break-
fix or one-off sales models to managed services recurring revenue 
models that it may be six month to a year before they begin making 
money. “You just can’t stop working for 90-180 days to get customers 
on board,” he said.

Don Viar, managing partner for MSP EPIC Technologies, 
recommends raising break-fix rates to add to cash flow during the 
transition. The increase also weeds out clients that weren’t good 
candidates for a managed services business. 

SALES & MARKETING
MSPs often find that positioning the value of managed services 

is more difficult than delivering them. “Ninety-nine percent is 
positioning with customers,” said MSP Coach Selbst. “Any 
monkey can do the technical work.”

Selbst explained that remote monitoring is a service, but 
not what an MSP does. MSPs have to learn how to explain 
why customers need to spend the money. All businesses care 
about are two things: increasing productivity and increasingly 
profitability. MSPs show them how to achieve that through 
technology, Selbst said.

EPIC’s Viar agreed. “We focus on not having technical 
discussions,” he said, noting the company doesn’t even sell gear 
any longer. “It’s a philosophical change; it’s a different mindset.”

Selbst said targeting current customers is not always the best 
option. In his experience less than 10 percent convert because 
their VAR-turned-MSP has given them everything for nothing 
in the past. Instead, Selbst recommends targeting “greenfield” 
customers with your new managed services offer. And then 
when existing break-fix customers that don’t have SLAs call to 
complain, you can pitch them a managed services plan. “Some 
may leave, but usually, they are the wrong clients,” Selbst said.

Rickets said new clients may be a little easier to convince, 
but even new clients most likely are still break-fix customers. 
The vast majority of small and medium businesses don’t use 
managed services today, Ricketts said. “Every time something 
breaks, they call a technician, so there’s no predictability in their 
costs or time to repair.”

That is one of the primary selling points for managed services, as is 
helping them understand the costs of downtime. “Usually customers 
don’t appreciate the risks [until we point them out],” Viar said.

Quest’s Burke said among larger businesses the appetite 
for managed services usually is among the C-suite, not the IT 
department, which may feel his/her job is threatened by the MSP.

Addressing the C-suite is where a little business acumen can 
go a long way, said Selbst.
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BEST PRACTICES
Here are a few tidbits from MSP experts on ways to increase your chances for success in 

building a managed services practice:

 � Find out what the customers want. Quest’s Burke said too many partners take the “build 
it and they will come” approach. Instead, he advises MSPs to find out what your customers 
need and whether they will buy it "as a service." “Just because they don’t manage their security 
doesn’t mean they want to buy security as a service,” he said, citing a leap in logic.

 � Make a Business Plan. Business Coach Selbst said without a road map to your 
destination, you are bound to get lost. He added that partners should create a plan for their 
managed services business just as they did when they 
launched their existing company. 

 � Don’t Go It Alone. MSP EPIC Technologies’ Viar 
said this was a mistake his company made when it 
first entered the managed services space. “We spent 
an enormous amount of time trying to figure it out,” 
he said. Instead, he advised VARs to enlist business 
coaches and RMM vendors for advice.

 � Define Your Service. If customers don’t know 
how to buy into your managed services plans, then 
they won’t, said Selbst. 

 � Keep Your Services Plans Simple. Viar said it’s 
easy to offer too many options, when most customers 
fall neatly into a few plans. His firm offers only two: a 
stripped down preventative maintenance plan and an 
unlimited plan.

 � Raise Your Break-Fix Rates. Viar said that raising 
your break-fix rates can help to incent existing customers 
to move to a managed services plan. And, if they don’t 
get on board, they will pay more for your time or look for 
a new VAR.

 � Consider Pre-bill and Auto Pay. Instead of 
billing after services are rendered as in a break-fix 
model, consider pre-billing for subscription services. 
EPIC uses ACH to automate those payments and 
charges customers a processing fee if they want a 
regular invoice. 

 � Hire a Good Salesperson. “Nobody can sell your 
services better than you, but at some point you can’t 
do it all yourself,” said Selbst. If you are less than $2 
million in revenue, you can probably handle it, but 
once you pass that point, you may need help.

 � Hire a Senior Technical Person. Selbst and Viar 
agree that if you aren’t an IT guy yourself or don’t have 
one on staff, bring on a senior IT expert who can 
speak with clients and give credibility to your offer. 
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