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CHAPTER 1

The Evolving MSP 
Landscape
How Microsoft is reshaping its channel partner ecosystem 4 and what it means for 
Managed Service Providers navigating the transition.
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The Shift: From Resale to Value-Added Services
The Old Model

Traditional MSP success was built on transactional licence resale 4 
earning margins by purchasing Microsoft licences in bulk and passing 
them to customers with a markup. Volume was the primary driver of 
revenue.

The New Imperative

Microsoft is fundamentally transforming its channel partner ecosystem by 
2026. The focus is shifting decisively away from transactional licence 
resale towards operational value, AI-led transformation, and services 
wrapped around the Microsoft stack. Partners who fail to adapt risk 
margin erosion and competitive displacement. Those who evolve will 
command premium positioning.
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The New Partner Economics: CSP Programme Overhaul
Microsoft's forthcoming CSP restructure fundamentally recalibrates how partners earn revenue 4 penalising passive resellers whilst rewarding those who 
deliver genuine customer outcomes.

-20%
Margin Reduction

Reduction in partner margins on standalone 
licence sales by 2026

+30%
Incentive Increase

Growth in incentives for managed services, 
implementation, and adoption support

2026
Target Year

Timeline for full rollout of the new CSP 
economics and partner tier structure

This recalibration rewards service delivery over transactional licensing, making it essential for MSPs to build out their professional services and managed 
services capabilities without delay.
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Tiered Partner Levels: Rewarding 
Expertise

1

Certification Depth
Partners are assessed on certified technical capabilities across Microsoft's core 
solution areas, ensuring genuine expertise underpins each tier designation.

2

Customer Satisfaction
Verified customer satisfaction scores and net promoter data feed directly into tier 
eligibility, making customer outcomes a commercial imperative.

3

Consumption Growth
Partners must demonstrate year-on-year growth in Microsoft cloud consumption 
across their customer base to maintain and advance tier status.

4

Solutions Partner Benefits
The top "Solutions Partner" designation unlocks preferential pricing, advanced 
technical support, and early access to roadmap features 4 a significant competitive 
advantage.
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The Margin Shift in Numbers
Pre-Reform Margin % Post-Reform Margin % Reading the Chart

The reforms create a clear bifurcation: partners who rely 
on licence margins face significant revenue compression, 
whilst those delivering managed services and 
implementation see materially improved economics.

MSPs must rebalance their revenue mix towards 
recurring, service-led income streams to 
maintain overall profitability through the 
transition.
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CHAPTER 2

Product Segments and 
Blueprints for Growth
Microsoft's product strategy is organised around four high-growth segments 4 each 
representing a distinct opportunity for MSPs to build specialised practices and recurring 
revenue.
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The AI Imperative: Copilot as a Core Offering
Microsoft 365 Copilot is the centrepiece of Microsoft's new commercial strategy 4 
and the single most important product for MSPs to master. It represents a 
generational shift in how productivity software is consumed, moving from passive 
tools to active AI collaborators embedded across the entire Microsoft 365 suite.

Partners must integrate Copilot into their business models, service catalogues, 
and customer success motions. A new wave of simplified offers makes it easier 
than ever to bring Copilot Business to customers across all lines of business 4 
from frontline workers to executive leadership.

Partners who build Copilot deployment and adoption practices now will 
be best positioned as enterprise demand accelerates through 20253
2026.

AI Integration

Embedded across Word, Excel, Teams, Outlook, and PowerPoint

All Roles

Designed for every employee level and business function

Custom Agents

Extensible agents and copilots tailored to unique workflows
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AI Business Solutions: Scaling 
Copilot Across Every Role

Microsoft 365 Execution
Drive strong Copilot adoption within 
Microsoft 365 4 from Teams meeting 
summaries to AI-assisted document 
creation 4 maximising consumption 
growth across the customer base.

Dynamics 365 Integration
Extend Copilot into business 
applications 4 CRM, ERP, and supply 
chain 4 enabling AI-powered sales 
insights, automated customer service, 
and intelligent operations.

Customisable Agents
Build and deploy custom AI agents tailored to specific industry workflows. This 
represents a high-margin services opportunity for MSPs with deep vertical expertise.
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Cloud & AI Platforms: Frontier Innovations
The Frontier Firm Vision

Microsoft envisions a new class of organisation 4 the "Frontier Firm" 
4 that blends cutting-edge AI capabilities with human leadership to 
achieve step-change improvements in productivity, decision-making, and 
competitive agility. MSPs are the architects of this transformation for their 
clients.

MSP Opportunity Areas

Lead with Frontier AI innovations 4 position Azure OpenAI and AI 
Foundry services as the backbone of customer transformation 
journeys

Accelerate cloud migrations 4 workload modernisation to Azure 
remains a high-value, high-margin opportunity with strong Microsoft 
co-sell support

Modernisation programmes 4 help customers retire legacy 
infrastructure and adopt cloud-native architectures that unlock AI 
capabilities
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Security: The Uncompromisable Foundation
In an era of escalating cyber threats and regulatory complexity, security has become the non-negotiable baseline for every customer engagement. 
Microsoft's integrated security portfolio gives MSPs a powerful toolkit.

Microsoft Defender Suite
Comprehensive endpoint, identity, 
and cloud security powered by AI 
threat intelligence. MSPs can 
deliver managed detection and 
response as a high-margin 
recurring service.

Microsoft Purview
Data governance, compliance, and 
information protection across 
hybrid environments. Increasingly 
mandated by enterprise 
procurement teams and regulatory 
frameworks.

AI-Powered Security 
Operations
Microsoft Sentinel and Copilot for 
Security enable MSPs to offer 
SOC-as-a-Service capabilities, 
dramatically reducing mean time to 
detect and respond to incidents.
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Microsoft 365 Copilot: Embedded 
Intelligence
From Tools to Intelligence

Copilot transforms Microsoft 365 from a 
suite of productivity tools into an 
intelligent workspace. Every application 
becomes AI-augmented 4 drafting 
emails, summarising meetings, analysing 
spreadsheets, and generating 
presentations autonomously.

The MSP Services Opportunity

Deployment, user adoption, change 
management, and custom agent 
development represent a rich services 
layer that MSPs can wrap around every 
Copilot licence 4 creating recurring 
revenue well beyond the initial sale.
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SMB Opportunity: AI and Security for Growth
Why SMBs Are the Prize

Small and mid-sized businesses represent the largest 
addressable market segment for MSPs. They urgently 
need trusted advisors to help them adopt AI with 
confidence, protect their data, and compete with larger 
enterprises 4 but lack the internal expertise to do so 
alone.

How MSPs Can Win in the SMB Market

Bundled Microsoft 365 + Copilot offers simplify procurement and lower the entry 
barrier for AI adoption across the SMB segment

AI-powered productivity 4 help SMB clients automate repetitive tasks and unlock 
time savings that translate directly to bottom-line value

Built-in security 4 position security not as an add-on but as a core component of 
every SMB engagement, reducing risk and increasing stickiness

CSP promos and streamlined upgrades make it commercially viable for MSPs to 
offer competitive SMB pricing whilst maintaining healthy margins
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CHAPTER 3

Multi-Tenant Platforms 
for Scaling and 
Profitability
Explore how Microsoft's platform architecture enables MSPs to manage multiple clients 
efficiently, reduce operational costs, and build scalable, profitable service practices.
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The Microsoft AI Cloud Partner Programme
The Microsoft AI Cloud Partner Programme is the primary framework through which Microsoft engages, invests in, and rewards its partner ecosystem. It is 
designed to translate Microsoft's AI-powered commercial vision into actionable priorities and measurable outcomes for partners.

Strategic Alignment
Aligns partner investments with Microsoft's 
four priority solution areas, ensuring co-sell 
motions and incentives are concentrated 
where Microsoft sees the greatest market 
opportunity.

Partner Investment
Provides access to marketing development 
funds (MDF), technical pre-sales support, 
and dedicated partner success managers for 
qualifying partners.

Roadmap Access
Solutions Partner designees gain early 
access to product roadmaps, enabling 
MSPs to build practices around emerging 
capabilities before they reach general 
availability.
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Cloud Solution Provider (CSP) 
Programme: The Engine for Scale
The CSP programme is the primary commercial vehicle through which Microsoft partners 
transact cloud revenue at scale. Its overhaul introduces significant structural changes that 
MSPs must understand and adapt to:

1
Technical Requirements
New mandatory certification standards across all six Microsoft solution 
areas for CSP eligibility

2
Certification Mandates
Ongoing certification maintenance requirements to retain CSP status and 
tier designations

3
Incentive Restructure
Revised incentive structures that explicitly reward consumption growth and 
customer satisfaction outcomes

4
Scale & Profitability
Multi-tenant management tools and simplified billing enable efficient scaling 
across large customer portfolios
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Technical Requirements: Building Deep Expertise
Under the revised CSP framework, partners must maintain certified staff across all six of Microsoft's core solution areas. This is not merely a box-ticking 
exercise 4 it reflects Microsoft's commitment to ensuring its partners can deliver the complex, multi-workload engagements that enterprise and mid-
market customers demand.
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The Microsoft AI Cloud Partner Programme Ecosystem
How the Ecosystem Works Together

The Microsoft AI Cloud Partner Programme sits at the centre of a rich ecosystem 
connecting Microsoft's commercial programmes, technical tooling, and go-to-
market resources. CSP provides the commercial engine; Solutions Partner 
designations provide the credibility and preferential access; and the six solution 
areas provide the technical scaffolding.

MSPs that achieve Solutions Partner designation across multiple 
solution areas unlock compounding benefits 4 including higher 
incentive multipliers, priority co-sell routing, and dedicated engineering 
support.
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Driving Profitability Through Managed Services
The revised incentive architecture creates powerful economic incentives for MSPs to build and scale recurring managed services practices 4 
fundamentally changing the profit model from transactional to subscription-based.

Recurring Revenue
Managed services contracts deliver predictable monthly recurring 
revenue (MRR) 4 a far more valuable business model than one-time 
implementation projects or volatile licence margins.

Renewal Strategy
Renewals are a strategic commercial lever. Partners who actively 
manage renewals and demonstrate ongoing ROI to customers achieve 
significantly higher retention rates and lifetime customer value.

Adoption Incentives
Microsoft now explicitly incentivises adoption support services 4 
rewarding MSPs who help customers actually use and derive value 
from their Microsoft licences, not just purchase them.

Implementation Services
Professional services fees from deployment, migration, and 
configuration engagements provide high-margin upfront revenue that 
complements recurring managed services income.
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Scaling Operations with Multi-Tenant Offerings
The Multi-Tenant Advantage

Microsoft's platform architecture is purpose-built for MSP scale. Multi-
tenant capabilities allow a single MSP to manage hundreds of customer 
environments from a unified control plane 4 dramatically reducing per-
customer operational costs and enabling margin expansion as the 
customer base grows.

Key Microsoft multi-tenant tools include:

Microsoft 365 Lighthouse 4 unified management of Microsoft 365 
tenants for SMB customers at scale

Azure Lighthouse 4 cross-tenant management for Azure 
subscriptions, enabling efficient delivery of managed Azure services

Microsoft Defender for Business (multi-tenant) 4 consolidated 
security management across customer environments

40%

Operational Efficiency

Typical reduction in per-tenant management overhead when using 
Microsoft's multi-tenant tooling

60%

Faster Onboarding

Acceleration in new customer onboarding speed using templatised multi-
tenant provisioning

35%

Margin Improvement

Potential gross margin improvement on managed services as scale 
increases across a multi-tenant estate
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Multi-Tenant Platform Architecture
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CHAPTER 4

Partner Success in the AI 
Era
The strategic imperatives, key actions, and growth opportunities that will define MSP 
success in Microsoft's AI-first channel ecosystem through 2026 and beyond.
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The Future is Service-Led and AI-Powered
The Winning Formula

Microsoft's 2026 channel strategy is unambiguous: partner success is 
defined by value-added services, AI integration depth, and 
measurable customer outcomes. The era of margin-on-licences as a 
sustainable primary revenue model is closing. The era of AI-led 
managed services is opening.

Partners who adapt now 4 investing in technical certifications, building 
AI-enabled service practices, and establishing multi-tenant operational 
efficiency 4 will emerge as the dominant MSPs of the next decade.

What Separates Winners from Laggards

Proactive AI practice development before customer demand peaks

Deep certification investment across multiple Microsoft solution 
areas

Customer success motions that drive measurable adoption and 
business outcomes

Operational efficiency through multi-tenant platform leverage

Specialisation in high-growth verticals where AI delivers 
demonstrable ROI
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Key Takeaways for MSPs
A concise action framework for MSPs positioning themselves for sustainable growth in Microsoft's AI-first ecosystem.

1 Embrace AI as a Core Service
Build a dedicated Microsoft Copilot practice encompassing 
deployment, adoption management, and custom agent 
development. Copilot is not an optional add-on 4 it is the central 
growth driver of Microsoft's commercial strategy through 2026.

2 Invest in Technical Certifications
Achieve Solutions Partner designation across Microsoft's six 
solution areas. Certification is now a commercial differentiator 4 
unlocking preferential pricing, co-sell opportunities, and advanced 
technical support that unlicensed competitors cannot access.

3 Build Recurring Revenue Engines
Transition your revenue model decisively towards monthly recurring 
managed services, adoption support contracts, and subscription-
based security offerings. Treat renewals as a strategic priority 4 not 
an afterthought.

4 Leverage Multi-Tenant Platforms
Deploy Microsoft 365 Lighthouse, Azure Lighthouse, and multi-
tenant Defender to drive operational efficiency at scale. Margin 
expansion through operational leverage is the most sustainable 
path to profitability as your customer base grows.
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Partnering for the Future: Accelerating Growth and 
Innovation Together
Microsoft's commitment to its partner ecosystem is stronger than at any point in the company's history. The transition to an AI-first, service-led model is not 
a threat to well-positioned MSPs 4 it is an unprecedented commercial opportunity.

  Unprecedented Opportunity
By aligning with Microsoft's strategic priorities 4 AI, Security, Cloud, and 
Modern Work 4 MSPs can unlock new revenue streams, command 
premium positioning, and build deeply defensible customer relationships 
that persist through market cycles.

,  Stronger Together
Microsoft's investment in partner success 4 through incentives, tooling, 
go-to-market support, and co-sell programmes 4 means that aligned 
MSPs effectively gain a well-resourced commercial partner whose 
interests are directly aligned with their own growth and profitability.

MSPs who act decisively in 2025 to build AI practices, achieve Solutions Partner status, and invest in multi-tenant operational efficiency will be 
best positioned to lead the market through Microsoft's transformational 2026 channel overhaul and beyond.
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