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The Future of MSP Growth: Embracing MRR
Clients Over Break/Fix Models

The Managed Services Provider (MSP) industry is evolving rapidly, and a critical aspect of this evolution is the
shift from traditional break/fix client relationships to Monthly Recurring Revenue (MRR) models. This

transformation isn’t just a trend, it’s a strategic pivot that offers substantial financial and operational benefits for
MSPs.

Understanding MRR vs. Break/Fix Models

In a break/fix model, revenue is unpredictable and hinges on clients encountering problems. Conversely, MRR
models, where clients pay a set fee monthly for ongoing services, offer predictability and stability. This
fundamental difference significantly impacts how MSPs can grow and scale their businesses.

Financial Benefits of MRR Clients

The financial benefits of adopting a MRR model for MSPs are numerous and impactful, especially in light of the
latest statistics and insights from 2023.

1. Predictable Revenue Stream: MRR models provide a reliable and predictable revenue stream. This
predictability is key for MSPs, as it allows for better financial planning and budgeting, reducing the volatility
associated with one-off project works. MRR also serves as a crucial indicator of business performance, with a
higher MRR often correlating with greater success.

2. Consistent Growth Trends: The 2023 eDiscovery Business Confidence Survey highlights that there’s a
consistent growth in MRR throughout the year. About 37.3% of respondents in the Fall of 2023 reported an
increase in MRR, aligning with similar trends observed in the Spring and Summer. This suggests a favorable
environment for businesses operating on MRR models, as many are experiencing consistent growth in their
recurring revenue.
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3.

Stable Revenue Segment: A segment of businesses reported a stable MRR throughout the year,
indicating a reliable and stable revenue foundation for future growth strategies. In Fall 2023, 25.4% of
participants indicated a stable MRR, slightly higher than in previous quarters. This stability is particularly
beneficial for MSPs, allowing them to plan and invest in growth initiatives with more confidence.

Improved Predictability and Planning: With MRR, MSPs can better forecast future revenues and
expenses, allowing for more strategic resource allocation. This predictability aids in planning for future
expenses like office expansions or new hires and facilitates pricing adjustments to maintain healthy margins.
Monitoring MRR also provides insights into financial health, revealing billing issues and areas for efficiency
improvements.

Strategies for Leveraging MRR Growth: To capitalize on the benefits of MRR, MSPs should consider
diversifying their service offerings, enhancing customer retention strategies, regularly reviewing MRR
metrics, harnessing data-driven insights, and maintaining open communication with customers to adapt
offerings and pricing models as needed.

For MSPs aiming for sustainable growth and financial stability, shifting to MRR models offers significant
advantages, including predictable and stable revenue streams, consistent growth, improved financial planning
and forecasting, and strategic insights for business expansion. By adopting and effectively managing MRR
strategies, MSPs can secure long-term success and scalability in an evolving industry landscape.
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Scalability with MRR Clients

The scalability benefits of adopting MRR models for MSPs are highlighted by the latest data and industry insights,
which provide a compelling argument for this strategic shift.

1.

Increased Revenue and Predictable Income: MRR models enable MSPs to generate a consistent
income stream each month, which in turn can help grow their business. This consistent income stream
offers clearer insight into budgeting and forecasting, ensuring more robust financial management.
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Improved Cash Flow and Reduced Churn: MRR models facilitate improved cash flow by ensuring
monthly payments from customers. This structure helps manage short-term cash needs more effectively.
Furthermore, MRR models can reduce churn, as customers who pay a recurring fee are more likely to
continue using the service, thereby increasing the customer lifetime value (CLV).

Enhanced Customer Retention and Satisfaction: With MRR, MSPs can increase customer retention and
satisfaction. A recurring fee gives customers a reason to continue using the service each month, which leads
to increased loyalty and a higher likelihood of customers recommending the service to others.

Scalability and Expansion: MRR models improve the scalability of a business. They provide a consistent
stream of income, which can help fund growth initiatives and expansion plans. Knowing the exact revenue
coming in each month makes it easier for MSPs to plan for and manage growth.

Market Growth Opportunity: Research shows that the global spend on managed services is projected to
grow at a CAGR of 12.6% from 2022-2029. With at least 60% of organizations expected to depend on MSPs
as their primary IT service provider by 2025, MSPs that can scale effectively will be well-positioned to
capitalize on this booming market opportunity, estimated to reach $282 billion by 2026.

Client Satisfaction and Operational Efficiency: Maintaining high levels of client satisfaction is crucial for
MSPs during scaling, as dissatisfied clients can negatively impact growth. Proactively addressing these
challenges can lead to smoother business growth, lower operational costs, and greater efficiency, which are
key benefits of scalability.

Addressing Skill Shortages and Security Concerns: MSPs face challenges like skill shortages and
increasing security risks. Tackling these issues is essential for scalable growth. With 67°% of MSPs reporting
struggles in finding and retaining skilled technicians and an increasing focus on mitigating security risks,
addressing these concerns is vital for sustainable scalability and reducing risk exposure.

Transitioning to MRR models offers MSPs significant scalability advantages, including increased revenue,
improved cash flow, enhanced customer loyalty, and the ability to effectively tap into a rapidly growing market.
These models also enable MSPs to better manage client satisfaction, operational efficiency, skill shortages, and
security challenges, all of which are crucial for sustainable growth in the evolving landscape of managed services.

Assessing Your MSP’s Mix of Clients

In the rapidly evolving landscape of MSPs, assessing the mix of clients between MRR and Break/Fix models is
crucial for long-term success and stability. The following roadmap offers a comprehensive framework for MSPs
to evaluate and optimize their client portfolio. By systematically analyzing various aspects of the client base,
MSPs can make informed decisions to nurture a robust and profitable business model. Let’s dive into the key
steps in this process:

1

Evaluate MRR Revenue Contribution: Analyze the proportion of revenue coming from MRR clients. A
healthy mix should have a significant majority, ideally 70% or more, from MRR sources.
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Analyze Client Retention Rates: High retention rates often correlate with MRR clients. Assess these rates
to gauge client satisfaction and service consistency.

Review Resource Utilization: Examine how efficiently resources are being used. A healthy MRR-focused
client base typically uses resources efficiently, with minimal emergency disruptions.

Monitor Client Acquisition and Churn: Regularly track how new clients are acquired and the rate at which
clients leave. This data can indicate the stability and sustainability of your client base.

Conduct Regular Financial Assessments: Periodically review your financials to understand the impact of
your client mix on your bottom line. This includes analyzing profit margins, operating costs, and overall
revenue growth.

Gather Client Feedback: Regular feedback from clients can provide insights into their satisfaction levels
and potential areas for improvement in your services.

Adjust Strategies Based on Data: Use the data and insights gathered to adjust your client acquisition and
retention strategies. Focus on attracting and retaining more MRR clients to achieve a healthier mix and
sustainable growth.

Leveraging Insource Leads to Build a Healthy MSP Client Base

In today’s competitive MSP market, outsourcing critical functions like lead generation and client acquisition can
be a game-changer. This approach not only leverages specialized expertise but also allows MSPs to focus on
their core competencies, enhancing overall efficiency and growth potential. Outsourcing can particularly
streamline the transition to or bolstering of a MRR model by tapping into specialized skills and resources. In this
context, Insource Leads emerges as a strategic outsourced solution, poised to elevate MSPs in their quest for a
healthier client base. Let’s explore how Insource Leads plays a pivotal role in this transformative journey.
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Insource Leads’ Role:

1. Targeted Lead Generation:

o Niche Focus: Insource Leads zeroes in on industries and sectors where MSPs can provide the most
value, such as healthcare, legal, finance, or small and medium-sized businesses (SMBs).

o Custom Campaigns: They develop bespoke marketing campaigns, utilizing various channels like
LinkedIn prospecting, email marketing, and targeted content, all tailored to resonate with the specific
needs of your ideal MRR clients.

2. Qualifying Prospects:

o Comprehensive Profiling: Utilizing a mix of Al-driven analytics and human insight, Insource Leads
profiles potential clients, ensuring they have the necessary size, budget, and need for MSP services.

o Engagement Strategies: They implement engagement strategies like educational webinars or industry-
specific case studies to gauge the prospect’s interest level and readiness for MSP services.

3. Sales Conversion:

o Live Introduction Sales Appointments: Unique to Insource Leads, they arrange live introductions
where their Business Development Representatives (BDRs) personally introduce MSPs to qualified leads,
setting the stage for a more personalized and successful sales discussion.

o Follow-up Nurturing: Post-introduction, Insource Leads assists in nurturing these prospects through

follow-ups, additional information, or demonstrations, ensuring the MSP’s value proposition is clearly
communicated.
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4. Strategy Optimization:

o Data-Driven Insights: Insource Leads constantly analyses campaign performance, providing MSPs with
actionable insights on what strategies are yielding the best MRR opportunities.

o Adaptive Tactics: They fine-tune tactics based on market trends, prospect feedback, and performance
metrics, ensuring MSPs stay ahead of the curve in lead generation efficiency.

By focusing on these specialized roles, Insource Leads not only aids MSPs in acquiring more MRR clients but also
aligns their growth strategy with the evolving demands of the IT services market. This strategic partnership
ensures MSPs can focus on delivering exceptional services while Insource Leads handles the complexities of lead
generation and client acquisition.

Conclusion

In summary, for MSPs aiming for sustainable growth and financial stability, prioritizing MRR clients over break/fix
relationships is not just a recommendation, it’s a necessity. By aligning with services like Insource Leads, MSPs
can effectively transition to this lucrative model, ensuring long-term success and scalability in an ever-evolving
industry.
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