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Pricing is one aspect of the business that most managed service providers (MSPs) still struggle with. The industry does not 
follow a fixed pricing pattern, and sometimes it could be difficult for a new entrant (or even an experienced one) to come 
up with a proper pricing strategy.

When transitioning from the break/fix model, the initial pricing strategy adopted by managed services can make or break 
their business. If they price their services too low, it will eat into their profitability and affect their business growth. If they 
price it too high, they run the risk of losing their potential customers to the competition.

MSPs need to find the right balance in pricing based on the value of the services they offer. There are many pricing 
factors unique to each service provider, and this makes managed services pricing a complex thing.

In this eBook, let’s discuss how you can build the right offering for your clients, bundle your products together, determine 
a proper pricing strategy, and pitch it to potential customers in the right way.

On top of it all, we shall also focus on the different ways you can cross-sell and upsell your products to your existing 
customers. 

Introduction
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Know your capabilities 

Building Your MSP Offering 

The first step in building your MSP offering involves determining the range of services you can offer for your clients. Some of the common 
services offered by MSPs are listed as follows:

Most MSPs in the market provide a combination of these services based on their technical capabilities. Typically, they start with the service 
where their expertise lies and keep adding new ones as they grow. When you think about adding new services, it is better to opt for the ones 
that have high demand and fewer competitors.

When you are transitioning from the break/fix model to managed services, MSPs need to think about the services that can be offered effectively 
in a cost-efficient manner. While there are MSPs that offer one specialized service to their customers, most MSPs in the market offer multiple 
services to cater to the diverse needs of small and medium businesses.

MSPs that offer multiple products need to think about the best ways they can bundle their products 
together and sell them as a package.

 Remote Monitoring and Management
 Cybersecurity (antivirus, patch management, endpoint protection, etc.)
 Data backup and recovery
 Network management
 Helpdesk support
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Bundle Your Services

Know the demand: Needs of existing customers: Business valuation: 

Building Your MSP Offering 

With a bundled package, MSPs can streamline their services and standardize their billing process. It also makes MSPs sell complete IT 
solutions even when customers are not aware of what they require. Most importantly, MSPs can cross-sell or upsell various products they 
offer and improve their business growth.

Bundling is not just about grouping random services together and selling them as a package. There is a reason why many MSPs bundle 
RMM, patch management, and antivirus solutions together in their basic package. This basic package takes care of some of the most critical 
IT issues faced by small businesses. Similarly, medium and large enterprises need some additional solutions like cloud backup and network 
monitoring for their IT needs. Hence, MSPs need to have advanced plans take care of these additional requirements with a single bundled 
solution.

It is also extremely important for all the bundled software solutions to work together on a single integrated platform. MSPs, therefore, need 
to find solutions such as RMM, PSA, cloud backup, etc., that are already integrated into a single platform. If these solutions are integrated 
into a mobile platform, it makes their job much easier.

You need to understand the ongoing demand 
for your offerings in the market. For instance, 
cybersecurity is the number one priority for most 
midsize businesses across the globe. Hence, it 
would be wise to include security solutions in all 
your bundles. Understand the ongoing demand in 
the IT world and bundle products accordingly.

When you are transitioning from break/fix to 
managed services, your existing customers are 
important for the initial growth of your business. 
Moreover, it is much easier to cross-sell to existing 
customers than acquiring new customers. Hence, 
create bundles that are attractive to your existing 
customers and provide value to them.

In the MSP world, monthly recurring revenue 
(MRR) is an important metric to assess your 
business valuation. Services that require long-
term commitments from your clients, such as 
cloud backup, will result in steady monthly 
earnings and boost your business valuation. 
Make sure you bundle your services accordingly.

When bundling various services together, MSPs should keep the following things in mind:
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Calculate your costs

Choose a pricing model

Formulate a Pricing Strategy

When you are formulating a pricing strategy for your services, the first thing you must do is determine your overall costs. This includes your 
monthly overheads, subscription fees, employee salaries, rents, etc. Calculation of costs is essential for MSPs to make sure they don’t lose 
money while providing service to their clients.

Anything you price above the break-even point will add to your profit margin. However, cost should not be the only criteria you use to 
determine your pricing strategy. Sometimes cost can be a tricky thing to calculate. Moreover, there might be some seasonal expenses that 
lead to higher costs during certain times of the year. It is always better to take a safe course of action and price your products higher than 
your actual costs. Also, check the ongoing market prices for similar services before finalizing your price.

The next step in your pricing strategy involves choosing a pricing model that is suitable for your offering. You can either opt for a flat-rate 
pricing model or a tier-based pricing model based on your preference. If you are charging a flat price, you can do it either on a per device or 
per user basis. This structure comes with clear terms and conditions that are easy for clients to understand. Tiered pricing is the best way to 
sell bundled packages. Here, clients can choose the desired package based on their requirements and IT budget.

Some of the popular pricing models commonly used by MSPs are:

Per-user pricing model:

As the name implies, this model charges based on the number of users in an organization. Irrespective of the devices these users have, they 
are charged a fixed monthly price. This means you could be managing workstations, smartphones, and tablets of your users simultaneously. 
This is an attractive model from the perspective of your clients as it gives them a predictable IT budget every month. According to 
ChannelE2E, some of the best MSPs in the market charge around $150 per user per month.1
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Formulate a Pricing Strategy

Americas APAC EMEA All  
Respondents

$25 or less/user/month 9% 22% 27% 15%

$26 to $50/user/month 15% 16% 29% 18%

$51 to $100/user/month 20% 21% 7% 17%

$101 to $150/user/month 19% 5% 4% 13%

$151 to $200/user/month 3% 4% 0% 3%

Over $200/user/month 1% 3% 1% 1%

Not offering per-user pricing 33% 29% 33% 32%

Average pricing by MSPs across the world are given below:

Per-device pricing model:

This model charges a fixed amount for a device irrespective of the number of users. Since there are organizations where users have multiple 
endpoints, this model provides better profitability for MSPs. Here, MSPs charge based on the type of device they manage. For instance, 
managing a desktop could be priced at just $50 to $70, while managing a server could cost as high as $300.
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Formulate a Pricing Strategy

Americas APAC EMEA All  
Respondents

$25 or less/device/month 12% 11% 22% 14%

$26 to $50/device/month 16% 22% 18% 17%

$51 to $100/device/month 19% 23% 14% 19%

$101 to $150/device/month 13% 14% 7% 12%

$151 to $200/device/month 8% 4% 4% 6%

Over $200/device/month 7% 7% 5% 7%

Not offering per-device pricing 24% 19% 30% 24%

Average pricing by MSPs across the world are given below:

Tiered pricing model:

If you have multiple bundled packages, you may sell them under the tiered pricing model. You can classify your offerings as tiers based on 
types of services and the IT budget of your potential clients. For instance, you can have a basic package with remote management, patch 
management, and basic antivirus. Your advanced package may offer everything including remote management, business management, 
network monitoring, cloud backup, premium antivirus, and 24/7 customer support. You may price the packages accordingly.
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Pricing for Profitability

Once you have figured out the costs and the preferred pricing model, you need to apply all that into your pricing strategy and determine the 
actual price you wish to charge for your services. The success of MSPs is heavily dependent on its profitability and establishing a proper pricing 
strategy is of utmost importance. 

According to ChannelE2E, top-quartile MSPs in the market have an average EBITDA profit margin of 19.3 percent. However, typical MSPs 
struggle with an average EBITDA profit margin of just 7.3 percent.2 Since many MSPs are witnessing shrinking margins recently, it is time for 
them to use creative ways to sustain their profitability. If they offer a differentiated service that is not very common in the market, MSPs can 
boost their margins even higher. Every MSP is different, and this applies to their clients as well. So, there are no hard and fast rules on how 
to price MSP services. MSPs need to price their services in such a way that it covers their costs and provides a healthy margin to ensure 
sustainable growth.

Competitive pricing is important. However, do not always try to beat your competition by pricing your products the lowest. In some cases, this 
might backfire against you. Midsize companies that are witnessing stable growth do not go for the cheapest solution in the market. Here, 
managed service providers who provide the best value service can come out on top ahead of others.

Value-based pricing
MSPs that wish to stay competitive in the market must use the value-based pricing instead of the cost-based pricing. Here, you price your 
services based on the value they provide instead of the costs you incur. You also need to consider the market factors and pricing of competitors 
if you wish to stay competitive in the market. If you can differentiate your services against other players in the market, you can charge premium 
pricing on your services. With the value-based approach, you may also customize the pricing based on the specific needs of your clients.

To successfully incorporate the value-based pricing approach, you need to have a full understanding of your target customers. If you are 
providing service to a niche market, you can bundle your products in a way that adds value to your target customers. In the long run, you can 
also educate your customers on the value you provide and help them understand the cost savings they can obtain with managed IT services.
By building a rapport with your clients, you can charge higher prices than other service providers in the market. Under the value-based 
approach, you need to provide end to end IT services for your target clients and be available for support 24/7. If your clients can count on 
you anytime, you can find it easier to sustain growth even in a highly competitive market.
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Pricing for Profitability

Identify upselling and cross-selling opportunities

Another important way you can boost your profitability is by upselling and cross-selling to your existing clients. It is always much easier and 
cheaper to sell your services to your existing clients than finding new clients in the market. The opportunities for selling to your existing clients 
are tremendous if you have already won their trust with your exceptional service.

For instance, let’s consider that you provide remote management services and antivirus solutions to a small business. As your client’s business 
grows, you can sell additional services like cloud storage for their backup needs and business management software for their billing and ticketing 
needs. If your clients like the service quality you provide for remote management, you will be their first point of contact for their other IT 
needs as well.

When you have earned the trust of your customers, you can recommend 
additional services to them based on their needs. Always make sure 
you emphasize the value they can derive from the additional services. 
Educate them about the cost savings and business growth they can 
achieve with the help of your services.
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Boosting MSP Efficiency

Since efficiency has a direct influence on profitability, there comes the question of how to achieve maximum possible efficiency with limited 
resources. We can check the number of endpoints per technician to understand how to boost efficiency.

In the MSP world, there is no optimal number when it comes to the number of endpoints a technician can manage. Technology has come 
a long way in helping technicians automate certain repetitive tasks and focus only on core tasks that need their attention.

Some MSPs with high-end software tools and a streamlined operational process may have a ratio of 400 devices per tech. However, this may 
not be possible for every mid-level MSP in the market.

To achieve the maximum potential, MSPs need to focus on various factors that influence efficiency. This includes quality of hardware/software, 
vendor support, technician ability and experience, and the level of support customers require. 

With the right tools available in the market, most MSPs can start with 
150 endpoints per tech. Over time, you can figure the maximum potential 
you can reach in terms of endpoints per tech. It is now possible for MSPs 
to support 250 endpoints or more per tech within months after starting 
their service. By maximizing your efficiency, you can also boost your 
overall profitability.
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Pitching Your Services, the Right Way 

Once you have bundled your services and priced them the proper way, there comes the most important task of finding the buyers for your 
services. When you are pitching your services to a client, consider yourself as a partner in the client’s business rather than a seller. Now, think 
about how your IT solutions can boost your client’s productivity and increase profits. The trick here is to make your clients understand the 
scope of the services you offer. Give them a clear picture of the tasks you can simplify and the security you offer. At this point, do not bore them 
with all the technical details. Rather, educate them about the benefits they receive with your services.

When pitching your services, it is vital to make your clients understand that you are fully committed to taking care of their needs. Assure them 
about your 24/7 support and service. The key lies in simplicity. Make your pitch short and direct. This helps them understand what to expect. 
Do not overpromise services that you cannot deliver. MSPs that are in the industry for a while can show the history of their success by sharing 
testimonials from existing customers. If you are entering the MSP space for the first time, you need to put some extra effort to convince new 
customers and mitigate their concerns.

Do’s

Don’ts 

Allocate some margin for error: The last thing you want is end up in a position where supporting your clients costs more than what you are billing 
them. Charge a little higher to cover unexpected expenses you may incur while dealing with a client.

Keep bundles to a minimum: Bundling is a great strategy. However, do not offer too many packages that confuse your clients. When you keep your 
bundles to a minimum, it makes the process much easier for your sales team and support team as well.

Charge flexible prices: The needs of some clients might be higher than that of others. You don’t have to charge the same price for everyone. 
Based on your clients’ demands and requirements, keep your pricing flexible to accommodate additional needs. This way, you can balance out the 
cost incurred by needy clients.

Price your services too low: It is important to understand your value in the market and price your services accordingly. Do not price your services too low just to outprice the 
competition. In addition to hindering your business growth, it will diminish the reputation of your services in the market.

Provide identical services: The services you offer don’t have to be identical to your competitors. Differentiate your services to ensure you have something that is not common 
in the market. Differentiated services can also boost the value of your offering.

Hesitate to raise prices: Do not hesitate to raise the price of your services when necessary. If you offer high-quality services at a reasonable price, your clients are not likely 
to leave you just for a simple price hike. You don’t have to suffer dwindling margins caused by higher expenses. Be upfront with your clients and provide them a valid reason for 
raising prices.
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To sum up, there is no one-size-fits-all solution when it comes to MSP pricing. MSPs must use the tips mentioned above 
to understand their capabilities and price their services accordingly. If you think your MSP business is not generating 
enough profits, you need to act right away and review your current services. This could help you identify the profitability 
barriers and turn around towards more profitable solutions.

For an MSP, incorporating all the changes suggested here might be a little challenging. However, it is inevitable if you wish 
to boost your margins further. In the long run, it will be worth the time spent and help you transform into a top player in 
the industry.

Conclusion
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