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Abstract
The decision to engage a Managed Service Provider (MSP) represents one of the most consequential

technology partnerships a business can form. For small and medium businesses (SMBs), this

relationship often determines operational resilience, security posture, and strategic agility for years to

come. Yet the MSP selection process remains fraught with pitfalls: opaque pricing structures, vendor

lock-in mechanisms, and contractual traps that can leave businesses vulnerable and dependent.

This whitepaper provides a rigorous framework for evaluating MSPs while preserving organizational

sovereignty. Drawing on industry research from CompTIA, Channel Futures, and MSPAlliance, we

present actionable guidance for requirements definition, technical assessment, contract negotiation,

and exit strategy planning. Business owners and CFOs will find practical tools including RFP

template elements, scoring matrices, and contract red flag checklists designed to ensure informed

decision-making and sustainable partnerships.

The stakes extend beyond immediate IT support. An improperly vetted MSP can compromise data

security, inflate operational costs, and create dependencies that are difficult and expensive to unwind.

This guide equips decision-makers with the knowledge to evaluate MSPs not merely as service

vendors, but as strategic partners worthy of trust—and the contractual safeguards necessary when that

trust must be verified.

Executive Summary

Managed Service Providers have become essential infrastructure partners for businesses of all sizes.

The global MSP market, valued at approximately $275 billion in 2024, continues to expand as

organizations seek to offload IT complexity while maintaining operational capability. For SMBs

particularly, MSPs offer access to enterprise-grade expertise without the overhead of full-time internal

teams.

However, this dependency creates risk. According to CompTIA's 2024 State of the Channel research,

34% of businesses report dissatisfaction with their current MSP, yet only 12% successfully transition

to new providers within their planned timeframe. The primary barriers: contractual lock-in provisions,

data portability obstacles, and the operational disruption of migration.

This whitepaper addresses these challenges through a comprehensive evaluation framework

organized into twelve sections:

1. Understanding the MSP Dilemma — Why the selection process often fails

2. Requirements Definition — Establishing clear criteria before engaging vendors

3. Evaluation Framework — A structured approach to vendor assessment

4. Technical Capabilities — Assessing the engineering depth behind the marketing

5. Security Posture — Evaluating protection beyond compliance checkboxes

6. Contract Red Flags — Identifying provisions that create unacceptable risk



7. Pricing Models — Understanding true total cost of ownership

8. Sovereignty Preservation — Maintaining control of your data and destiny

9. Exit Strategy — Planning for relationship termination before it begins

10. Decision Framework — Making the final selection with confidence

The appendices include practical tools: RFP template elements, a vendor scoring matrix, and contract

negotiation guidelines. These resources transform theoretical best practices into actionable processes.

The core thesis of this whitepaper is straightforward: effective MSP evaluation requires treating the

selection process as a strategic procurement exercise, not a simple vendor comparison. The businesses

that thrive in their MSP relationships approach evaluation with the same rigor they apply to major

capital investments—because that is precisely what an MSP relationship represents.

The MSP Dilemma

The Dependency Paradox

The fundamental challenge of MSP selection lies in a paradox: businesses engage MSPs to reduce

complexity and risk, yet the selection process itself introduces significant complexity and risk. By

outsourcing IT operations, organizations trade direct control for expertise and scale. When this trade

is poorly executed, the result is not reduced risk but risk transformation—from operational challenges

to vendor dependency vulnerabilities.

Channel Futures' 2024 MSP 501 survey reveals that the average SMB maintains relationships with

2.3 MSPs, often due to specialized needs or historical accumulation rather than strategic design. This

fragmentation creates its own problems: accountability gaps, integration challenges, and inflated

costs. Yet consolidation is difficult when each MSP relationship carries termination penalties, data

portability obstacles, and operational disruption risks.

The dependency paradox manifests in three dimensions:

Technical Dependency: MSPs typically deploy proprietary tooling, monitoring systems, and

management platforms. While these tools enable efficient service delivery, they also create switching

costs. A business that has standardized on an MSP's remote monitoring and management (RMM)

platform faces significant reconfiguration work to transition to a new provider—or to bring operations

in-house.

Knowledge Dependency: Perhaps more insidious than technical lock-in is the gradual transfer of

institutional knowledge to the MSP. Over time, the MSP becomes the sole repository of understanding

about the client's infrastructure, configurations, and operational history. This knowledge asymmetry

makes independent operation—or transition to a new provider—increasingly difficult.

Relationship Dependency: Long-term MSP relationships develop social and operational inertia. The

MSP's team becomes familiar with the client's environment and personnel. Change introduces

uncertainty and disruption. This human factor often perpetuates suboptimal relationships long after

technical or commercial justification has evaporated.

Why Evaluations Fail



MSP selection processes fail for predictable reasons. Understanding these failure modes is essential

for designing evaluations that succeed.

Failure Mode 1: Inadequate Requirements Definition

Many businesses begin MSP evaluation without clear understanding of their own needs. They issue

RFPs requesting "IT support" or "managed services" without defining service levels, response times,

or scope boundaries. The result is an apples-to-oranges comparison where vendors optimize for

different assumptions, making objective evaluation impossible.

Failure Mode 2: Price-First Evaluation

Cost is undeniably important, particularly for SMBs with constrained budgets. However, price-first

evaluation inevitably sacrifices quality, security, or flexibility. The lowest-cost MSP may achieve their

pricing through understaffing, limited expertise, or corner-cutting on security—deficiencies that

manifest as expensive problems later.

Failure Mode 3: Reference Checking Theater

Most MSP evaluations include reference checks, but these are often superficial. Prospective clients

speak with references provided by the MSP—inevitably satisfied customers—without probing for

relevant experience, failure scenarios, or relationship challenges. The references confirm the MSP's

competence without revealing limitations.

Failure Mode 4: Contract Neglect

The contract negotiation phase is frequently rushed, with businesses accepting standard terms to

expedite engagement. Standard MSP contracts are written to protect the provider, not the client. Key

provisions regarding data ownership, termination rights, and liability are often buried in boilerplate

language that receives inadequate scrutiny.

Failure Mode 5: Technical Capability Assumptions

Businesses often assume that MSPs possess the technical capabilities they claim. Without rigorous

technical validation—reviewing certifications, assessing engineering depth, testing incident response

—clients discover capability gaps only after engagement, when switching costs are highest.

The Sovereignty Imperative

The concept of IT sovereignty—maintaining ultimate control over your technology infrastructure,

data, and operational destiny—provides a useful lens for MSP evaluation. A sovereignty-preserving

MSP relationship enhances your capabilities without compromising your autonomy. A sovereignty-

compromising relationship creates dependencies that limit your options and increase your risk.

Sovereignty preservation does not mean rejecting MSP partnerships. Rather, it means structuring

those partnerships to maintain essential control. This includes:

Data Ownership: Unambiguous contractual confirmation that you own your data, with

clear provisions for access and portability

Tooling Independence: Preference for industry-standard tools over proprietary platforms

that create switching costs



Documentation Rights: Contractual requirements for comprehensive documentation of

your environment

Termination Rights: Clear, enforceable rights to terminate without excessive penalty or

obstruction

Knowledge Transfer: Provisions ensuring ongoing knowledge sharing that prevents

knowledge asymmetry

The following sections provide frameworks for evaluating MSPs through this sovereignty-preserving

lens.

Before You Start: Requirements Definition

The Foundation of Effective Evaluation

Effective MSP evaluation begins long before contacting vendors. It begins with rigorous internal

requirements definition that establishes clear criteria for assessment. Without this foundation,

evaluation becomes a reactive process driven by vendor capabilities rather than business needs.

Requirements definition serves three purposes:

1. Alignment: Ensuring stakeholders agree on needs, priorities, and constraints before

engaging vendors

2. Clarity: Providing vendors with sufficient detail to propose appropriate solutions

3. Objectivity: Creating criteria against which proposals can be evaluated systematically

Stakeholder Engagement

MSP selection affects multiple organizational functions. Requirements definition must engage:

Executive Leadership: Define strategic objectives, risk tolerance, and budget parameters. Executive

input establishes the boundaries within which the evaluation operates.

Operations Management: Identify operational requirements, workflow dependencies, and business

continuity needs. Operations stakeholders understand how IT supports—or constrains—business

processes.

Finance: Establish budget constraints, cost allocation preferences, and financial reporting

requirements. Finance stakeholders ensure the MSP relationship aligns with accounting and cash flow

needs.

Compliance/Legal: Identify regulatory requirements, data handling constraints, and contractual risk

tolerance. These stakeholders ensure the MSP can meet compliance obligations.

End Users: Gather input on pain points, support needs, and workflow requirements. While users

don't typically select MSPs, their experience determines relationship success.

Requirements Categories

Effective requirements definition addresses multiple dimensions:

Service Scope Requirements



Define precisely what services the MSP will provide. Common categories include:

Infrastructure Management: Server, network, and endpoint monitoring and maintenance

Help Desk Services: End-user support, ticket management, issue resolution

Security Services: Monitoring, threat detection, incident response, security tooling

management

Strategic Services: vCIO services, technology planning, roadmap development

Project Services: Implementation support, migration assistance, special projects

Compliance Services: Audit support, documentation, regulatory alignment

For each category, define:

Specific services included

Service level expectations (response times, resolution targets)

Coverage hours and escalation procedures

Exclusions and boundaries

Technical Requirements

Document your current and planned technology environment:

Infrastructure inventory (servers, network equipment, endpoints)

Cloud services and SaaS applications

Industry-specific applications and systems

Integration requirements and dependencies

Technology roadmap and planned changes

Security Requirements

Define security expectations explicitly:

Compliance frameworks (SOC 2, ISO 27001, industry-specific)

Security controls and monitoring requirements

Incident response expectations

Data handling and classification requirements

Security awareness and training needs

Business Requirements

Address operational and commercial needs:

Budget parameters and pricing model preferences

Contract term preferences and flexibility requirements

Reporting and communication expectations

Geographic requirements (on-site presence, data residency)

Scalability needs and growth projections

The Requirements Document

Consolidate requirements into a formal document that serves as the evaluation foundation. This

document should:



Be detailed enough to guide vendor responses

Be organized for easy reference during evaluation

Include both mandatory requirements and desirable features

Define evaluation criteria and weighting

The requirements document becomes the basis for RFP development and the standard against which

proposals are measured.

The Evaluation Framework

A Structured Approach to Vendor Assessment

With requirements defined, the evaluation process can proceed systematically. A structured

framework ensures comprehensive assessment while managing the time and resource investment

required.

The evaluation framework presented here organizes assessment into five phases:

1. Long-List Development: Identifying candidate MSPs for initial consideration

2. RFP Distribution: Soliciting detailed proposals from qualified candidates

3. Proposal Evaluation: Systematic assessment of received proposals

4. Due Diligence: Deep-dive validation of finalist capabilities

5. Selection and Negotiation: Final selection and contract finalization

Phase 1: Long-List Development

Begin by identifying MSPs that warrant consideration. Sources for long-list development include:

Industry Research: CompTIA, Channel Futures, and MSPAlliance publish research on top MSPs by

region, specialty, and capability. These lists provide a starting point for identification.

Peer Referrals: Recommendations from trusted peers in similar industries can identify providers

with relevant experience. However, treat referrals as starting points for investigation, not

endorsements.

Industry Associations: Trade associations often maintain directories of service providers or can

provide referrals based on member experience.

Online Research: Review sites, industry publications, and MSP websites provide information about

capabilities, specializations, and positioning.

Initial Screening Criteria

Apply screening criteria to narrow the long list to candidates worth deeper evaluation:

Geographic Presence: Can the MSP provide required on-site support?

Industry Experience: Does the MSP serve businesses similar to yours?

Size Compatibility: Is your business appropriately sized for the MSP's target market?

Service Alignment: Do the MSP's stated capabilities match your requirements?

Financial Stability: Is the MSP established and financially sound?



Aim for a shortlist of 4-6 MSPs for RFP distribution. Too few limits comparison; too many creates

evaluation burden without proportional value.

Phase 2: RFP Development and Distribution

The Request for Proposal (RFP) is the primary tool for gathering comparable information from

candidate MSPs. A well-constructed RFP elicits detailed, structured responses that enable objective

evaluation.

RFP Structure

An effective RFP includes:

1. Executive Summary: Brief description of your organization, evaluation objectives, and

timeline

2. Requirements Overview: Summary of service, technical, security, and business

requirements

3. Detailed Requirements: Specific requirements organized by category with response

instructions

4. Proposal Format: Required structure for vendor responses to ensure comparability

5. Evaluation Criteria: Explicit statement of how proposals will be evaluated

6. Timeline and Process: Key dates, process overview, and contact information

RFP Template Elements

The following template elements can be adapted for your specific RFP:

SECTION 1: COMPANY OVERVIEW

Please provide:

- Company history and ownership structure

- Years in business and years providing managed services

- Number of employees and organizational structure

- Geographic coverage and office locations

- Financial information (revenue, growth rate, funding status)

- Industry certifications and partnerships

SECTION 2: SERVICE CAPABILITIES

For each service area (infrastructure, help desk, security, 

strategic, project):

- Detailed description of services provided

- Service level commitments (response times, resolution targets)

- Staffing model and coverage hours

- Tools and platforms utilized

- Escalation procedures and management oversight

SECTION 3: TECHNICAL APPROACH



Please describe:

- Remote monitoring and management architecture

- Security operations center capabilities

- Backup and disaster recovery approach

- Cloud services expertise and partnerships

- Integration capabilities with existing systems

SECTION 4: SECURITY AND COMPLIANCE

Please provide:

- Security certifications (SOC 2, ISO 27001, etc.)

- Security controls and monitoring capabilities

- Incident response procedures

- Compliance experience relevant to our industry

- Data handling and privacy practices

SECTION 5: CLIENT REFERENCES

Please provide:

- Three client references with similar profiles to our organization

- Reference contact information and relationship duration

- Brief description of services provided to each reference

SECTION 6: PRICING

Please provide:

- Detailed pricing for required services

- Pricing model (per user, per device, flat fee, etc.)

- Implementation and onboarding costs

- Contract terms and renewal provisions

- Any additional fees or pass-through costs

RFP Distribution and Management

Distribute RFPs simultaneously to shortlisted MSPs with consistent instructions and deadlines.

Provide a reasonable response timeframe—typically 2-3 weeks—to ensure thoughtful proposals.

Establish a single point of contact for vendor questions to ensure all candidates receive consistent

information. Document all questions and answers, sharing responses with all participants to maintain

fairness.

Phase 3: Proposal Evaluation

With proposals received, systematic evaluation begins. The scoring matrix provides a structured

approach to assessment.

Scoring Matrix Framework



Evaluation Category Weight Criteria Max Score

Technical Capability 25% Architecture, tools, expertise depth 25

Service Delivery 20% SLAs, coverage, responsiveness 20

Security Posture 20% Controls, certifications, practices 20

Industry Experience 10% Relevant client base, case studies 10

Cultural Fit 10% Communication style, values alignment 10

Commercial Terms 10% Pricing, flexibility, contract terms 10

References 5% Quality and relevance of references 5

Total 100% 100

Note: Adjust weights based on your specific priorities.

Evaluation Process

1. Individual Review: Each evaluator reviews all proposals independently, scoring against

criteria

2. Consensus Discussion: Evaluation team discusses individual assessments to identify

discrepancies and reach consensus

3. Reference Validation: Contact provided references to validate claims and gather additional

perspective

4. Scoring Consolidation: Compile scores and document rationale for rankings

Select 2-3 finalists for due diligence based on evaluation scores and qualitative assessment.

Phase 4: Due Diligence

Due diligence validates the claims made in proposals and assesses factors not evident from written

responses.

Technical Validation

Architecture Review: Deep-dive assessment of proposed technical approach

Security Assessment: Review of security controls, certifications, and practices

Tool Demonstrations: Hands-on review of management and monitoring platforms

Documentation Review: Sample reports, runbooks, and deliverables

Operational Validation

Site Visit: Tour of MSP facilities, observation of operations

Staff Interviews: Meetings with team members who would support your account

Process Review: Detailed walkthrough of incident response, change management, and

other key processes

Reference Deep-Dives: Extended conversations with references about specific scenarios



Financial Validation

Financial Review: Assessment of MSP financial stability (if not publicly available)

Pricing Validation: Detailed review of pricing assumptions and models

Contract Review: Preliminary review of standard contract terms

Phase 5: Selection and Negotiation

With due diligence complete, final selection and contract negotiation proceed.

Selection Decision

Consolidate all evaluation inputs into a final recommendation:

Quantitative scores from proposal evaluation

Qualitative assessment from due diligence

Risk assessment and mitigation strategies

Total cost of ownership analysis

Present recommendation to decision-makers with clear rationale and alternatives considered.

Contract Negotiation

Contract negotiation is addressed in detail in subsequent sections. Key principles:

Never accept standard terms without review

Engage legal counsel with MSP contract experience

Address all sovereignty preservation requirements

Document all verbal commitments in writing

Technical Capabilities Assessment

Beyond the Marketing Brochure

MSP marketing materials present an idealized view of capabilities. Technical assessment must dig

deeper to understand the engineering reality behind the claims.

Remote Monitoring and Management (RMM)

The RMM platform is the foundation of MSP service delivery. Assessment should address:

Platform Capabilities

What RMM platform does the MSP use? (Industry-standard platforms like ConnectWise,

Datto, or Kaseya are preferable to proprietary solutions)

What monitoring capabilities does the platform provide? (Server, network, endpoint, cloud,

application)

What automation capabilities exist for routine maintenance and remediation?

How does the platform integrate with other tools in the MSP's stack?

Agent Deployment and Management



How are monitoring agents deployed and maintained?

What is the agent footprint and performance impact?

How are agents updated and secured?

What happens to agents if the MSP relationship ends?

Alerting and Escalation

How are alerts generated, filtered, and escalated?

What is the false positive rate for alerts?

How are alert thresholds tuned for client environments?

What after-hours alerting and response capabilities exist?

Service Desk Capabilities

The service desk is the primary interface between your users and the MSP. Assessment should

address:

Service Desk Structure

Is the service desk internal or outsourced?

What are the experience levels of service desk staff?

What is the ratio of technicians to supported users?

How is knowledge captured and shared among service desk staff?

Ticket Management

What ticketing system is used? (Industry-standard platforms are preferable)

What are the defined severity levels and response time commitments?

How are tickets tracked, escalated, and resolved?

What reporting and visibility do clients have into ticket status?

Communication

How does the service desk communicate with end users?

What channels are supported? (Phone, email, chat, portal)

What are the hours of coverage?

How are after-hours emergencies handled?

Security Operations

Security capabilities vary dramatically among MSPs. Rigorous assessment is essential.

Security Operations Center (SOC)

Does the MSP operate their own SOC or partner with a specialized provider?

What are the SOC hours and coverage model?

What security tools and technologies are deployed?

What threat intelligence feeds and information sharing does the SOC utilize?

Security Monitoring and Detection

What security events are monitored? (Endpoint, network, cloud, identity)

What detection capabilities exist for advanced threats?



How are security alerts triaged and investigated?

What is the average time to detect and respond to security incidents?

Incident Response

What incident response procedures does the MSP follow?

What is the escalation path for security incidents?

How are clients notified of security incidents?

What forensic and remediation capabilities exist?

Security Expertise

What security certifications do MSP staff hold? (CISSP, CISM, GSEC, etc.)

What ongoing security training is provided?

Does the MSP employ dedicated security personnel or generalists?

What is the security team's experience with incident response?

Cloud and Modern Infrastructure

Cloud expertise is increasingly essential. Assessment should address:

Cloud Platform Expertise

What cloud platforms does the MSP support? (AWS, Azure, Google Cloud)

What certifications do staff hold for each platform?

What cloud-native services can the MSP implement and manage?

What is the MSP's approach to cloud security and cost optimization?

Hybrid and Multi-Cloud Capabilities

How does the MSP manage hybrid environments?

What multi-cloud management tools and practices exist?

How does the MSP handle cloud networking and connectivity?

What migration capabilities exist for cloud transitions?

Modern Infrastructure Practices

What is the MSP's approach to infrastructure as code?

How does the MSP handle containerization and orchestration?

What DevOps practices and tooling does the MSP employ?

How does the MSP approach automation and self-service?

Backup and Disaster Recovery

Backup and DR capabilities are critical but often inadequately assessed.

Backup Architecture

What backup solutions does the MSP deploy?

What data types and systems are covered?

What are the backup frequencies and retention policies?

How are backups secured and tested?



Disaster Recovery Capabilities

What DR planning services does the MSP provide?

What recovery time and recovery point objectives can be achieved?

How are DR procedures tested and validated?

What DR runbooks and documentation are maintained?

Business Continuity

Does the MSP provide business continuity planning services?

What alternate work location capabilities exist?

How does the MSP ensure their own continuity to support clients during disasters?

Documentation and Knowledge Management

Documentation is essential for sovereignty preservation. Assessment should address:

Documentation Standards

What documentation does the MSP maintain for client environments?

What tools and formats are used for documentation?

How frequently is documentation updated?

What documentation is accessible to clients?

Knowledge Management

How is institutional knowledge captured and shared?

What happens to knowledge when staff turnover occurs?

How are runbooks and procedures maintained?

What knowledge transfer occurs during onboarding and ongoing operations?

Security Posture Evaluation

Security as a Selection Criterion

Security capabilities should be a primary selection criterion, not an afterthought. The MSP will have

privileged access to your systems and data; their security failures become your security failures.

Security Certifications and Frameworks

Certifications provide independent validation of security practices. Key certifications to evaluate:

SOC 2 Type II

Does the MSP have current SOC 2 Type II certification?

What trust services criteria are covered? (Security, availability, processing integrity,

confidentiality, privacy)

Who performed the audit? (Big Four firms provide more credibility than small regional

auditors)

What were the findings and exceptions? (Request the executive summary)



ISO 27001

Is the MSP ISO 27001 certified?

What is the scope of certification?

When was the last surveillance audit?

What non-conformities have been identified?

Industry-Specific Certifications

For healthcare: HIPAA compliance verification

For financial services: PCI DSS compliance

For government: FedRAMP or StateRAMP authorization

For defense: CMMC certification

Security Partnerships

What security vendors does the MSP partner with?

What levels of partnership exist? (Reseller, certified partner, managed security partner)

What ongoing training and certification do staff maintain?

Security Controls Assessment

Beyond certifications, assess the specific security controls the MSP employs:

Identity and Access Management

How does the MSP manage privileged access to client environments?

What multi-factor authentication is required for MSP staff?

How are access rights reviewed and revoked?

What logging and monitoring exists for privileged access?

Endpoint Security

What endpoint protection platforms does the MSP deploy?

How are endpoints monitored for threats?

What patch management practices exist?

How are mobile devices and remote endpoints secured?

Network Security

What network security tools does the MSP utilize?

How is network traffic monitored and analyzed?

What intrusion detection and prevention capabilities exist?

How are network segments and access controlled?

Email and Collaboration Security

What email security solutions does the MSP provide?

How are phishing and business email compromise threats addressed?

What data loss prevention capabilities exist?

How are collaboration platforms secured?

Cloud Security



What cloud security posture management tools are used?

How are cloud configurations monitored for security issues?

What identity and access management exists for cloud resources?

How is cloud data protected?

Incident Response Capabilities

The true test of security capabilities is incident response. Assessment should address:

Response Planning

Does the MSP have documented incident response plans?

What scenarios are covered in planning?

How are plans tested and updated?

What is the MSP's track record with security incidents?

Response Capabilities

What is the MSP's mean time to detect (MTTD) security incidents?

What is the mean time to respond (MTTR)?

What forensic capabilities exist?

What containment and eradication capabilities exist?

Client Communication

How are clients notified of security incidents?

What information is provided during incidents?

What reporting occurs post-incident?

How are lessons learned incorporated?

Third-Party Risk Management

The MSP's security depends on their vendors. Assessment should address:

Vendor Management

What due diligence does the MSP perform on their vendors?

How are vendor security risks assessed and managed?

What contractual security requirements exist for vendors?

How is ongoing vendor security monitored?

Supply Chain Security

What is the MSP's approach to supply chain security?

How are software supply chain risks managed?

What verification exists for vendor integrity?

How are vendor incidents handled?

Contract Red Flags

The Contract as Risk Manifestation



The MSP contract codifies the relationship's rights, obligations, and risks. Standard MSP contracts are

written to protect the provider; clients must negotiate modifications to protect their interests.

Critical Red Flag Provisions

The following provisions should trigger heightened scrutiny:

Auto-Renewal Clauses

Many MSP contracts include automatic renewal provisions that extend the term unless notice is given

months in advance. These clauses can trap clients in unwanted renewals.

Red Flag Language: "This Agreement shall automatically renew for successive one-year terms unless

either party provides written notice of non-renewal at least ninety (90) days prior to the expiration of

the then-current term."

Mitigation: Negotiate for shorter notice periods (30 days), shorter renewal terms (month-to-month

after initial term), or eliminate auto-renewal entirely.

Limitation of Liability

MSP contracts typically include severe limitations on the provider's liability, often capped at fees paid

in a limited period.

Red Flag Language: "Provider's total liability shall not exceed the total amount paid by Client to

Provider under this Agreement in the twelve (12) months preceding the claim."

Mitigation: Negotiate for higher liability caps, carve-outs for data breach liability, or separate caps for

different risk categories.

Data Ownership Ambiguity

Some contracts fail to clearly establish client data ownership or include provisions that create

ownership ambiguity.

Red Flag Language: "Provider retains all rights to data processed through Provider systems" or

ambiguous language about "data created during service delivery."

Mitigation: Require explicit language confirming client ownership of all client data, with no retention

rights by the MSP.

Termination Assistance Limitations

Contracts may limit or charge excessively for assistance during termination.

Red Flag Language: "Upon termination, Provider shall provide reasonable cooperation with

transition to a new provider at Provider's then-current rates" without defining "reasonable" or capping

costs.

Mitigation: Define specific transition assistance obligations, including documentation delivery,

knowledge transfer, and cooperation with new providers. Cap costs or include transition assistance in

base fees.



IP Assignment Uncertainty

Custom work or configurations may create intellectual property disputes.

Red Flag Language: "Provider retains all intellectual property rights to any deliverables created under

this Agreement."

Mitigation: Negotiate work-for-hire provisions for custom development, or explicit assignment of IP

rights to client for client-specific work.

Broad Indemnification Requirements

Contracts may require clients to indemnify the MSP for broad categories of claims.

Red Flag Language: "Client shall indemnify and hold harmless Provider from any and all claims

arising from Client's use of the Services."

Mitigation: Limit indemnification to claims arising from client's breach of agreement or misuse of

services, not general use.

No Service Level Credits

Contracts may omit service level agreements or provide no remedies for SLA failures.

Red Flag Language: "Provider shall use commercially reasonable efforts to meet service levels"

without specific commitments or remedies.

Mitigation: Require specific, measurable SLAs with meaningful credits or termination rights for

chronic failures.

Jurisdiction and Venue Clauses

Contracts may specify inconvenient or provider-favorable jurisdictions for disputes.

Red Flag Language: "Any disputes shall be resolved exclusively in the courts of [Provider's home

jurisdiction]."

Mitigation: Negotiate for neutral jurisdiction, alternative dispute resolution, or at minimum, mutual

consent to jurisdiction.

Essential Contract Provisions

Beyond avoiding red flags, contracts should include affirmative protections:

Data Portability

"Upon termination for any reason, Provider shall deliver to Client, within thirty (30) days, all Client

Data in industry-standard formats at no additional charge. Provider shall provide reasonable

assistance to facilitate data migration to a successor provider."

Documentation Rights

"Provider shall maintain and deliver to Client, upon request and upon termination, complete

documentation of Client's environment, including network diagrams, configuration details, access



credentials, and operational procedures."

Security Commitments

"Provider shall maintain security controls consistent with [SOC 2/ISO 27001/NIST CSF] and shall

promptly notify Client of any security incidents affecting Client data or systems."

Termination for Convenience

"Client may terminate this Agreement for convenience upon ninety (90) days' written notice, with

pro-rata refund of prepaid fees."

Transition Assistance

"Upon termination, Provider shall provide up to forty (40) hours of transition assistance at no

additional charge, including participation in knowledge transfer sessions with successor providers."

Pricing Models Decoded

Understanding True Total Cost of Ownership

MSP pricing models vary widely, and the headline rate rarely reflects total cost of ownership.

Understanding pricing structures is essential for accurate comparison and budget planning.

Common Pricing Models

Per-User Pricing

The most common model charges a fixed fee per user per month.

Typical Range: $100-$300 per user per month

Pros: Predictable costs aligned with headcount; simple to understand

Cons: May not reflect actual service consumption; can be expensive for users with minimal needs

Assessment Questions:

What defines a "user"? (Named user, concurrent user, any person with credentials)

Are there minimum user requirements?

How are part-time, seasonal, or contractor users handled?

What happens to pricing if user count decreases?

Per-Device Pricing

Charges based on the number of devices under management.

Typical Range: $50-$150 per device per month

Pros: Directly tied to infrastructure scale; fair for device-heavy environments

Cons: Complex in BYOD environments; doesn't account for user support needs

Assessment Questions:



What device types are covered? (Servers, workstations, laptops, mobile devices, network

equipment)

How are virtual machines counted?

What about IoT devices or specialized equipment?

Is there tiered pricing for different device types?

Tiered Service Packages

Fixed-price packages with defined service levels (Basic, Standard, Premium).

Typical Range: $1,000-$10,000+ per month depending on organization size

Pros: Simple selection; predictable costs

Cons: May include services not needed or exclude services that are; upgrade pressure

Assessment Questions:

What specific services are included in each tier?

Can services be mixed and matched across tiers?

What are the upgrade/downgrade policies?

How does the MSP handle needs that fall between tiers?

All-You-Can-Eat (AYCE)

Flat monthly fee covering all agreed services without per-unit charges.

Typical Range: Highly variable based on environment complexity

Pros: Maximum predictability; no surprise charges

Cons: Risk of overpayment if needs are limited; scope disputes when "unlimited" has limits

Assessment Questions:

What specific services are included?

Are there any usage limits or fair use policies?

What constitutes a "project" versus standard service?

How are out-of-scope requests handled and priced?

Hourly/Time and Materials

Charges based on actual time spent.

Typical Range: $100-$250 per hour

Pros: Pay only for what you use; appropriate for variable needs

Cons: Unpredictable costs; potential for inefficiency incentives

Assessment Questions:

What are the hourly rates by role/technician level?

Are there minimum charges or rounding policies?

How is time tracked and reported?



What approval processes exist for charges?

Hidden Cost Factors

Beyond the base pricing model, numerous factors affect total cost:

Implementation and Onboarding

What are the upfront implementation costs?

How are onboarding and transition services priced?

What is included versus billable during implementation?

Are there costs for documentation of existing environment?

After-Hours and Emergency Support

Are after-hours support services included or surcharged?

What constitutes an "emergency" versus standard support?

How are holiday and weekend support requests handled?

What are the rates for emergency on-site response?

Project Work

How are project services (migrations, implementations, upgrades) priced?

Is there a discount for project work compared to standard rates?

How are project scopes defined and changes managed?

What project management and documentation is included?

Software and Licensing

What software licenses are included in the service fee?

What third-party tools require separate licensing?

How are software costs passed through?

Can the client maintain direct licensing relationships?

Travel and Expenses

Are on-site visits included or charged separately?

How are travel expenses calculated and billed?

Is there a geographic radius for included on-site service?

What are the rates for travel time?

Termination Costs

Are there early termination penalties?

What costs are associated with data extraction and transition?

Are there equipment buyout requirements?

What notice period obligations exist?

Total Cost of Ownership Analysis

When comparing MSP pricing, construct a total cost of ownership (TCO) model that includes:

1. Base Service Fees: Monthly or annual service charges



2. Implementation Costs: One-time setup and transition costs

3. Project Costs: Estimated annual project expenditure

4. Pass-Through Costs: Software licenses, third-party tools, expenses

5. Overage Costs: Estimated charges for out-of-scope services

6. Termination Costs: Costs associated with potential relationship end

Calculate TCO over a 3-year period to account for contract terms and implementation costs. Compare

TCO across providers, not just headline rates.

The Sovereignty Clause

Preserving Control in Outsourced Relationships

IT sovereignty—the ability to maintain control over your technology infrastructure and data—can be

preserved even in outsourced relationships. The key is contractual and operational provisions that

prevent dependency from becoming captivity.

Data Sovereignty

Data sovereignty ensures that you maintain ownership and control of your data regardless of the MSP

relationship status.

Contractual Requirements

Ownership Confirmation: Explicit statement that client retains all ownership rights to

client data

No Data Retention: Prohibition on MSP retaining client data after relationship termination

Access Rights: Guaranteed access to data throughout the relationship

Portability Requirements: Specific obligations for data delivery upon termination

Deletion Verification: Requirements for data deletion confirmation after termination

Operational Practices

Backup Ownership: Maintain independent backups not under MSP control

Access Auditing: Regular audits of who has accessed what data

Data Localization: Requirements for data storage in specified jurisdictions

Encryption Control: Client control of encryption keys for sensitive data

Tooling Sovereignty

Tooling sovereignty prevents technical lock-in that makes transition difficult or expensive.

Contractual Requirements

Standard Tools: Preference for industry-standard tools over proprietary platforms

Tooling Disclosure: Full disclosure of all tools and platforms used

No Exclusive Tools: Prohibition on MSP requiring use of exclusive or proprietary tools

Configuration Rights: Client rights to configurations and customizations

Operational Practices



Multi-Tool Tolerance: Willingness to work with client-preferred tools where reasonable

Documentation: Complete documentation of all tooling configurations

Access Provisioning: Client administrative access to management platforms

Exit Tooling: Requirements for transition tooling and assistance

Knowledge Sovereignty

Knowledge sovereignty ensures that institutional knowledge about your environment remains

accessible to you.

Contractual Requirements

Documentation Obligations: Specific requirements for environment documentation

Knowledge Transfer: Provisions for ongoing knowledge sharing

Staff Access: Rights to meet with and learn from MSP technical staff

Training Provisions: Requirements for client staff training on managed systems

Operational Practices

Documentation Review: Regular review of MSP-maintained documentation

Shadowing Opportunities: Opportunities for client staff to shadow MSP operations

Runbook Access: Access to operational runbooks and procedures

Quarterly Reviews: Regular sessions to review environment changes and updates

Administrative Sovereignty

Administrative sovereignty maintains your ability to operate independently if necessary.

Contractual Requirements

Credential Access: Guaranteed access to all administrative credentials

License Ownership: Client ownership of software licenses where possible

Vendor Relationships: Ability to maintain direct vendor relationships

Decision Rights: Client authority over technology decisions and changes

Operational Practices

Credential Management: Secure, accessible credential storage with client access

License Management: Direct licensing relationships for critical software

Vendor Communication: Inclusion in vendor communications and updates

Change Approval: Client approval rights for significant changes

Exit Strategy Planning

Planning for Relationship Termination Before It Begins

Every MSP relationship will end. Planning for that eventuality at the beginning—when negotiating

power is highest—prevents costly surprises and operational disruption when termination occurs.

Exit Triggers



Define the conditions that would trigger relationship termination:

Performance-Based Exits

Chronic SLA failures

Security incidents attributable to MSP

Repeated service quality issues

Failure to meet contractual obligations

Business-Based Exits

Business acquisition or merger

Significant business model changes

Geographic relocation

Internal capability development

Commercial-Based Exits

Unacceptable price increases

Service scope changes

MSP acquisition or ownership change

Financial instability of MSP

Exit Planning Elements

Transition Timeline

Define the expected timeline for transition:

Phase Duration Activities

Notice Period
30-90

days
Formal notification, transition planning

Knowledge Transfer 2-4 weeks Documentation review, training sessions

Parallel Operation 2-8 weeks
Both MSP and new provider (or internal team)

operating

Full Transition 1-2 weeks Cutover to new provider

Post-Transition

Support

30-90

days
Issue resolution, optimization

Data Extraction

Plan for comprehensive data extraction:

Complete documentation of all systems and configurations

Export of all monitoring data and historical reports

Transfer of all credentials and access information

Delivery of all custom scripts, tools, and automation



Knowledge Transfer

Ensure knowledge transfer occurs:

Structured documentation review sessions

Shadowing opportunities for client staff

Recorded training sessions on key procedures

Contact information for key MSP personnel (where permissible)

Exit Cost Mitigation

Minimize exit costs through proactive planning:

Contractual Provisions

Cap transition assistance costs

Require specific deliverables upon termination

Establish fixed-price transition packages

Include data portability requirements

Operational Preparations

Maintain independent documentation

Cross-train internal staff throughout relationship

Regular access to management platforms and credentials

Periodic review of exit procedures

Conclusion

The decision to engage a Managed Service Provider is one of the most consequential technology

choices a business can make. The right MSP relationship enhances capabilities, reduces risk, and

enables strategic focus. The wrong relationship creates dependencies, inflates costs, and limits

options.

This whitepaper has provided a comprehensive framework for MSP evaluation that emphasizes:

1. Rigorous Requirements Definition: Know what you need before engaging vendors

2. Structured Evaluation: Use systematic processes to assess capabilities and fit

3. Technical Validation: Verify marketing claims through demonstrations and references

4. Security Assessment: Treat security as a primary selection criterion

5. Contract Scrutiny: Negotiate terms that protect your interests, not just the provider's

6. Sovereignty Preservation: Maintain control over your data, tools, and knowledge

7. Exit Planning: Plan for relationship termination from the beginning

The businesses that thrive in their MSP relationships approach evaluation with the rigor of strategic

procurement. They understand that an MSP is not merely a vendor but a partner in their operational

success—and they select and contract accordingly.

The cost of a poorly chosen MSP extends far beyond the service fees. It includes the cost of

transition, the cost of operational disruption, the cost of security incidents, and the opportunity cost of



constrained strategic options. Investing time and resources in proper evaluation pays dividends

throughout the relationship lifecycle.

The question is not whether to engage an MSP—most businesses benefit from specialized expertise

and scale. The question is how to engage an MSP in a way that enhances your capabilities while

preserving your sovereignty. This whitepaper provides the framework for making that choice wisely.
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About Vantus Systems

Vantus Systems helps small and medium businesses achieve IT sovereignty through owned

infrastructure solutions. While we believe that owning your infrastructure provides the greatest

control and flexibility, we recognize that MSP relationships can provide value when structured

correctly.

This whitepaper reflects our commitment to helping businesses make informed decisions about their

technology partnerships. Whether you choose to work with an MSP or build internal capabilities, the

principles of sovereignty, control, and informed decision-making remain essential.

For more information, visit https://vantus.systems or contact us at info@vantus.systems.
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