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Executive Summary

The year 2026 will mark a pivotal moment in the cybersecurity landscape for small and
medium-sized businesses (SMBs). No longer considered peripheral targets, SMBs are now at
the epicenter of a new wave of threats, defined by the weaponization of artificial intelligence
(Al) and the persistence of human-centric vulnerabilities. We asked six experts to give their
thoughts on how to stay 3 steps ahead.

This report provides their insights on the shifting threat environment, the catastrophic financial
and operational impact on SMBs, and the consequent transformation of the managed IT service
industry. The traditional model of IT support is giving way to a new paradigm centered on
proactive, specialized security, embodied by the rise of Managed Security Service Providers
(MSSPs) and rising stars in the Managed Service Provider (MSP) industry.

Businesses often recognize cybersecurity as a concern but lack the expertise to anticipate the
full range of threats and required safeguards. That responsibility falls to their managed service
provider. A security-first MSP is proactive—it anticipates needs, addresses risks before they
become visible, and provides resilience clients cannot always achieve on their own.

Security-first providers tackle critical layers of cyber risk. They prevent threats by identifying
vulnerabilities, detect them by unifying signals across the tech stack, and respond with clarity
during an incident. They mitigate damage by prioritizing fixes that build long-term resilience
and extend their role to include financial protection, ensuring clients can survive the impact of
a successful attack. This isn't just about keeping systems online; it's about keeping businesses
operational.

The 2026 Threat Nexus: Al-Driven Offense Meets
Human-Centric Defense

The fundamental market forces reshaping the managed services industry are rooted in a
dramatic and accelerating evolution of the cybersecurity threat landscape. The challenges
confronting small and medium-sized businesses in 2026 will not be merely an extension of past
threats; they represent a paradigm shift in both the mechanisms of attack and the strategic
requirements for defense. This new environment is a nexus where the exponential power

of artificial intelligence as a weapon converges with the timeless vulnerability of the human
element. Understanding this dual-front battle is essential to grasping the existential pressures
driving SMBs toward a new class of security-centric service providers.
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The New Battlefield: Al as a Threat Accelerator

For or decades, the primary limitation on cybercriminals was scale. Crafting a convincing
phishing email, identifying a vulnerable target, and deploying malware required a degree

of manual effort that, while effective, was inherently constrained. Artificial intelligence has
shattered this limitation, creating a fundamental asymmetry in the cybersecurity landscape.
A single threat actor can now deploy campaigns with the sophistication and reach previously
reserved for well-funded, nation-state-level operations. This shift from manual to automated,
Al-driven attacks has democratized advanced cybercrime, placing SMBs directly in the
crosshairs.

Generative Al and large language models (LLMs) are being systematically co-opted to automate
and perfect social engineering. These tools can now generate flawless, context-aware, and
highly personalized phishing emails, text messages, and even voice communications at a scale of
millions, far surpassing the efficacy of older, template-based attacks riddled with grammatical
errors. The result is a deluge of malicious communication that is increasingly difficult for even
trained employees to distinguish from legitimate correspondence. As Jon McNeill, an executive
with deep experience in scaling technology ventures, articulates, the nature of the adversary
itself has changed.

“For years, we’ve discussed Al in the context of business efficiency
and innovation. In 2026, we must confront its dual-use nature.

The same large language models that draft marketing copy

can now generate flawless, context-aware phishing emails at a
scale previously unimaginable. The cybersecurity challenge is no
longer just about defending against human adversaries; it’s about
defending against Al-powered adversaries operating at machine
speed.”

—Jon McNeill, CEO, DVx Ventures

Beyond social engineering, Al is being used to create polymorphic and metamorphic malware.
Losses increased 33% from 2024 to 2025 - and attackers are innovating faster than current
tools, especially with Al. These malicious programs can alter their own code with each new
infection, rendering traditional signature-based antivirus and detection systems ineffective. Al
algorithms can also be deployed to continuously probe networks for vulnerabilities, automating
the reconnaissance phase of an attack and dramatically shortening the time between the
discovery of a new software flaw and its widespread exploitation.
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This automation drastically lowers the cost and effort for attackers while exponentially
increasing the volume and complexity of threats that defenders must face. The economic and
resource asymmetry is stark: attackers achieve massive leverage from their investment in Al,
while SMBs and their Managed Service Provider (MSP) partners face a tidal wave of advanced
threats with finite resources. This imbalance makes a purely reactive, tool-based defense model
both financially and operationally unsustainable for the vast majority of small businesses. It

is this economic reality, more than any single technology, that is forcing the market to evolve
beyond traditional IT support toward a model of continuous, managed defense.

The Enduring Vulnerability: The Human Element and the
Complacency Gap

Despite the technological sophistication of Al-driven attacks, the initial point of entry for the
majority of security breaches remains unchanged: the human user. Threat actors understand that
it is often easier to manipulate a person into clicking a malicious link or revealing a password
than it is to breach a hardened technological defense. This makes the human element the most
targeted and persistently vulnerable link in the security chain.

The core issue is a dangerous “complacency gap” that exists within many small and medium-
sized businesses. Business owners and employees often operate under a false sense of
security, believing their organization is too small to be a target or that basic measures like
antivirus software are sufficient protection. This mindset is a critical vulnerability that attackers
are adept at exploiting. Ryan Weeks, CISO at Vimeo and former CISO at Datto, identifies

this psychological gap as the most pressing concern in the SMB market, a view informed by
extensive data on real-world attacks.

“My top concern is that SMBs are not overly concerned about
ransomware relative to service providers. They either think, ‘I'm too
small. ’'m not even on an attacker’s radar,’ or they have an ‘it won’t
happen to me’ mentality.” *

This complacency is directly at odds with the reality of automated, indiscriminate attacks that

no longer distinguish between large enterprises and small businesses. Furthermore, analysis of
successful breaches consistently reveals that a lack of employee cybersecurity awareness is a
leading cause of initial compromise.? An organization can invest in the most advanced firewalls
and detection systems, but none of these can prevent an employee from willingly providing their
credentials in response to a sophisticated phishing email. This underscores the inadequacy of a
technology-only approach to security.
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From the CISO’s Desk: A Framework for Modern Cyber
Resilience

The modern threat nexus demands a new strategic framework for defense. The goal can no
longer be simple prevention, as the sheer volume and sophistication of threats make it inevitable
that some will penetrate initial defenses. The new objective is cyber resilience: the ability to
withstand and continue operating through an adverse cyber event with minimal damage and
disruption. This requires a holistic capability built on an integrated foundation of people, process,
and technology.

Achieving this resilience first requires breaking down the institutional and industrial silos that
have hampered effective defense. The fight against cybercrime cannot be won by individual
companies or even individual sectors working in isolation. As Ryan Weeks points out, a lack of
collaboration is a primary reason why defenders are losing ground to adversaries.

“We’'re losing ground. One reason is that we’re all in our silos, trying
to fight the fight in our individual industries. Collaboration across
policy, legal, insurance, and technology is exactly what we need.” *

This collaborative mindset extends to the relationship between a business and its customers.
In an environment where data breaches are rampant, the ability to safeguard information and
operate with transparency is no longer a compliance checkbox; it is a powerful competitive
advantage. A strong security posture builds trust, which in turn drives business growth and
customer loyalty.

“As video becomes the primary way people and businesses across
the world tell their stories, trust and transparency are becoming
far more than table stakes. For video platforms, these are dynamic
differentiators that can drive growth and success.” 3

Ultimately, building a resilient organization means shifting focus from merely acquiring security
tools to developing genuine security capabilities. A ransomware attack must be treated with
the same severity as a a confirmed data breach, with the assumption that attackers have had
prolonged access to the network. This necessitates robust capabilities not just for identifying
and protecting against threats, but for rapidly detecting, responding to, and recovering from
incidents that are already in progress.
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“A ransomware attack should be considered synonymous with a
data breach. To become more resilient, we need to have stronger
capabilities to detect, respond and recover... Capability means a
combination of people, process and technology that supports cyber
resilience, not just tools and technology.” *

This C-level perspective redefines cybersecurity. It is not an IT problem to be solved with
software, but a business-wide risk to be managed through a strategic combination of educated
personnel, documented procedures, and enabling technologies.

The Uninsurable Risk: Quantifying the Financial
and Operational Catastrophe for SMBs

For an SMB, a significant cybersecurity breach is not an IT inconvenience; it is an existential
threat. The abstract dangers of Al-powered malware and social engineering translate into
concrete and often catastrophic business consequences. The failure to view cybersecurity as a
core risk management function, on par with financial or legal risk, is one of the most dangerous
misconceptions in the modern business environment. In 2026, the cost of a breach will have
escalated to a point where it can easily bankrupt a small business, making proactive investment
in defense a fundamental requirement for solvency and operational continuity.

Beyond the Ransom: The True Cost of Downtime

The most visible cost of a ransomware attack is the ransom demand itself, which can range
from thousands to millions of dollars. However, this payment is often just the tip of the iceberg.
A comprehensive financial model of a security incident reveals a cascade of direct and indirect
costs that collectively dwarf the initial ransom. The single greatest financial impact is frequently
the cost of operational downtime.

When critical systems are encrypted or taken offline, a business grinds to a halt. Revenue
generation stops, but expenses like payroll, rent, and utilities continue to accumulate. For every
hour of downtime, a business suffers direct financial losses. Analysis shows that even as the raw
number of ransomware incidents has fluctuated, the financial impact of each successful attack
has intensified, with the cost of downtime rising significantly.1 This indicates that attackers have
become more adept at targeting critical systems to maximize disruption and pressure victims
into paying.
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The full financial fallout includes a host of other expenses:

® Lost Revenue: Direct losses from the inability to conduct business, process sales, or deliver
services.

© Productivity Loss: Salaries paid to employees who are unable to perform their jobs.

® Recovery and Remediation: Costs associated with forensic investigation to determine the
scope of the breach, rebuilding systems from scratch, and deploying new security measures.

© Reputational Damage: The long-term loss of customer trust, which can lead to significant
churn and difficulty acquiring new business.

© Regulatory Fines: Increasingly stringent data protection laws, such as the EU’s General
Data Protection Regulation (GDPR) and the Digital Operational Resilience Act (DORA) for
the financial sector, impose severe financial penalties for breaches resulting from inadequate
security.®

When these factors are combined, the total cost of a single breach can easily reach hundreds of
thousands or even millions of dollars, a sum that is simply unrecoverable for most SMBs.

The Foundational Layer of Defense: Proactive Asset
Management

An organization cannot protect what it does not know it has. This simple truth elevates IT Asset
Management (ITAM) from a mundane administrative task to the foundational discipline of any
credible cybersecurity program. Without a complete and accurate inventory of all hardware,
software, licenses, and warranty statuses, it is impossible to effectively manage vulnerabilities
or mitigate risk. An out-of-warranty server is not just a piece of aging equipment; it is a device
that no longer receives critical security patches, making it a permanent and easily exploitable
entry point for attackers.

Effective ITAM is the basis for a proactive, forward-looking security posture. It allows an
organization to move beyond a reactive stance, where problems are fixed only after they cause
a disruption. As Chris Day, CEO of ScalePad, argues, the traditional approach of using client
meetings to simply report on past activities is dangerously insufficient. The conversation must
shift toward strategic planning for the future.
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“Too many MSPs are stuck narrating the past when they should be
authoring the future. QBRs shouldn’t read like a post-mortem, they
should be the boardroom blueprint. When we’re looking through
the rearview mirror, we've already missed the turn. Strategic MSPs
use every client meeting to chart what’s next, not just recap what’s
done.””

This forward-looking approach involves having a complete picture of the entire IT environment,
including often-overlooked elements like vendor contracts and software renewals. A
comprehensive view enables strategic conversations about budget optimization, risk reduction,
and long-term planning, transforming the IT provider from a simple vendor into a trusted
business advisor.

“A lot of MSPs are looking for ways to get a better handle on vendor
contracts and renewals which can often be overlooked. This feature
helps MSPs gain a more strategic view of their clients’ total IT
spend... and have more informed conversations with clients about
optimizing their total IT budget.” ®

This shift in conversation is critical because the concepts of the “IT Budget” and the “Risk
Management Budget” have effectively converged. The decision to defer upgrading an old server
or to continue using an outdated backup system is no longer a technical choice; it is an active
financial decision to accept a high level of quantifiable risk. This reality necessitates elevating
the IT and security discussion from the server room to the boardroom, where decisions about
financial risk and business strategy are made.

“If you’re a partner, you need to get back into the boardroom with
your clients and understand where they think technology can help
drive their business goals. You can take conversations to your clients
before you suggest specific technologies.” ”
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Leading with risk assessments and financial impact modeling, rather than with technology
product sheets, is the hallmark of a mature service provider. They sell business outcomes—
compliance, continuity, and cyber insurance readiness—with technology serving as the
underlying fulfillment mechanism. This elevates the MSP to the level of other professional
services firms, such as legal or accounting, that are essential to the strategic. management of
the business.

The Last Line of Defense: The Modernization of Business
Continuity

When all preventative and detective measures fail, a robust and reliable recovery capability

is the only thing that stands between an SMB and total operational failure. However, the
Business Continuity and Disaster Recovery (BCDR) landscape has become a primary target for
sophisticated threat actors. Modern ransomware is often designed to seek out and encrypt or
delete backups before encrypting primary systems, thereby eliminating the victim’s ability to
recover and maximizing the pressure to pay the ransom.

This reality renders many legacy backup solutions obsolete. Tape backups are too slow, and
simple file-level cloud backups may not be sufficient to restore entire operating systems and
applications in a timely manner. The market is saturated with solutions that are ill-equipped for
the modern threat environment. Austin McChord, founder of Datto and the new BCDR venture
Slide, contends that the technology underpinning most MSP-focused BCDR solutions has
stagnated, failing to keep pace with evolving threats and hardware capabilities.

“When you look at the MSP solutions on the market today, they’re
practically ancient. The legacy players have been around for
decades. The tech hasn’t evolved much in all that time, so we saw
a real opportunity to hit the reset button and build something
exponentially better.” °

Modern BCDR must be built on a foundation of speed, security, and reliability. It requires
leveraging contemporary hardware like NVMe flash storage for rapid virtualization and recovery,
and it must be designed with the assumption that it will be actively targeted by attackers. This
means building a solution for the challenges of the next two decades, not one that merely
addresses the problems of the past.
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“We need to bring back a product that’s meaningfully different ...
and set up for the next 20 years instead of solving the problem of
the last 20 years.” °

For MSPs, whose business model is built on long-term client relationships and predictable
recurring revenue, the stability and predictability of their technology partners are paramount.
Sudden price hikes or changes in service levels can disrupt their financial models and damage
client trust. Therefore, a modern BCDR partner must offer not only superior technology but also
a commitment to a consistent and predictable partnership.

“Consistency matters a ton to MSPs. Predictability matters a ton

to MSPs. We understand that. The technology that we've built our
product under... should allow us to keep prices the same or less into
the future.” 1°

In 2026, BCDR wiill be the ultimate insurance policy. It is the last line of defense that determines
whether a security incident is a manageable disruption or a business-ending catastrophe.

The Channel in Transition: The Rise of the Security-First
Managed Service Provider

The confluence of an asymmetric threat landscape and the catastrophic financial risk of a breach
has created an inflection point for the IT channel. The traditional Managed Service Provider
(MSP) model, which grew out of a break-fix and reactive support ethos, is no longer adequate
to meet the needs of the modern SMB. The market is undergoing a structural transformation in
response to these new realities, forcing a mandatory evolution toward a security-first service
model. This transition is creating a great bifurcation in the channel, separating high-value
security advisors from commodity IT providers and fundamentally reshaping the vendor and
service delivery ecosystem.

The Great Pivot: From IT Support to Cybersecurity Practice

The most significant trend in the managed services industry is the pivot from offering
cybersecurity as an optional, add-on service to embedding it as the core, non-negotiable
foundation of the entire service offering. This is not merely a change in the product catalog; it
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is a fundamental shift in business identity, requiring deep investment in new skills, tools, and a
security-centric culture. Rob Rae of Pax8, a veteran observer of channel evolution, frames this
as the next major, defining pivot for the industry, comparable in significance to the historic shifts
from value-added reseller to MSP, and from on-premises infrastructure to the cloud.

“We've seen a lot of pivots in the channel and in tech, and | think
we’re now at the next big pivot moment around cybersecurity... It’s
an exciting opportunity for everyone for sure, but we need to make
sure MSPs are ready to keep pivoting.” !

For the modern service provider, delivering a robust security posture for clients is no longer a
choice but a prerequisite for doing business. The liability and reputational risk associated with
managing an insecure client environment are simply too high. This necessitates a proactive
and prescriptive approach, where the provider defines a comprehensive security standard and
requires clients to adhere to it.

“Cybersecurity is no longer an option for your practice; it’s a
necessity. Create a comprehensive, actionable cybersecurity plan
that incorporates Al, addresses compliance, and utilizes a recognized
framework such as the CIS Controls.” *?

This evolution elevates the role of the service provider from a reactive technician to a strategic
advisor. SMBs are inundated with complex and often conflicting information about technology
and security. They need a trusted partner who can cut through the noise and provide clear,
authoritative guidance on which technologies are safe, effective, and appropriate for their
specific business needs.

“Your end users need you to be the source of truth on technologies
that are safe and appropriate. This is all about your maturation as
the source of truth on where and what technologies are right for
your clients.” *?

This pivot is creating a clear divide. MSPs that invest in the expertise, processes, and technology
to become true Managed Security Service Providers (MSSPs) are capturing the high-margin,
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high-value segment of the market. Those who fail to make this transition risk being relegated
to the low-margin, commoditized end of the market, competing on price for basic services like
helpdesk and endpoint management. The middle ground is rapidly disappearing.

The Strategic Imperative of Specialization

As the stakes in cybersecurity have risen, a counter-trend to the “all-in-one” platform or
conglomerate model has begun to emerge. While integrated platforms offer the appeal of

a single vendor relationship and a unified interface, many mature MSPs are discovering that
in critical areas like security and BCDR, a best-in-class, specialized solution offers superior
performance, support, and partnership. The “jack of all trades, master of none” approach can
introduce unacceptable risks when dealing with existential threats.

This has created a market opportunity for vendors who choose to pursue deep mastery in a
single, critical discipline. Austin McChord’s vision for his new company, Slide, is a prime example
of this philosophy. By focusing exclusively on the complex challenge of protecting business data,
the company aims to deliver a level of performance and reliability that is difficult to achieve
within a sprawling conglomerate that must divide its engineering and support resources across
dozens of disparate products.

“We’re looking for companies that seek mastery and Slide is seeking
to master protecting business data... A lot of these are the unsexy,
overlooked things. It's these quiet businesses that sit behind the
scenes that really matter for MSPs.” 1°

Partners are taking note, expressing a preference for vendors who specialize and excel, viewing
it as a return to a more focused and effective model.® This trend suggests that the future vendor
landscape will be characterized by two successful models: highly specialized, best-in-class
vendors who partner deeply with security-focused MSSPs, and large platform vendors who
provide the commoditized tools for the lower end of the market. The all-in-one platforms will
face increasing pressure to prove that their security offerings are not merely checkbox features
but are genuinely competitive with the specialized leaders.

A Look to the Future: Al, Innovation, and Strategic Leadership

The next frontier for managed services involves harnessing the same technologies that
empower adversaries—namely, artificial intelligence—for defensive and operational advantage.
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The successful service provider of the future will leverage Al not just to block threats, but to
automate routine tasks, predict hardware failures before they occur, analyze vast amounts of
data to identify subtle patterns of malicious activity, and ultimately free up their most valuable
human resources to focus on high-level strategy and client consultation.

Navigating this next technological wave requires a clear-eyed, strategic approach. As Jon
McNeill suggests, the core algorithm for success remains rooted in fundamental business
principles: confronting risk directly and building a culture of proactive engagement.

“The algorithm for success in the next decade of managed services
will be built on a simple principle: Address risk head-on. Leaders
who can translate complex threats into clear business conversations
and build a culture of proactive defense will capture the market.” *3

The practical application of Al will be the key differentiator. Rather than chasing the abstract
concept of artificial general intelligence, leading MSPs will focus on integrating Al in ways that
deliver tangible value to their operations and their clients.

“Al is transforming industries, but for MSPs, the immediate value
isn’t in some far-off general intelligence. It’s in practical application:
automating threat detection, predicting hardware failures, and
freeing up your best minds to focus on strategy. The winners will
be those who integrate Al to augment their human expertise, not
replace it.” 3

This vision of the future MSP—or MSP 3.0—is one of a highly efficient, data-driven, and
strategically-focused organization that serves as an indispensable partner in its clients’ success
and survival.

Market Dynamics and Growth Trajectory: The Economics of the
New Security Ecosystem

The strategic and operational mandates driving the channel’s evolution are underpinned by a
powerful economic engine. The shift toward a security-first model is not merely a response
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to threats; it is also the single greatest financial growth opportunity within the technology
ecosystem. Quantitative market analysis from industry authorities like Canalys provides a clear,
data-driven foundation for this conclusion, demonstrating that partner-delivered services—
particularly managed security services—are the most profitable and rapidly expanding segment
of the entire IT market.

The Half-Trillion Dollar Industry: Sizing the Managed Services
Opportunity

To understand the magnitude of the current opportunity, it is essential to first grasp the scale of
the managed services market. This is not a niche sector but a mature, massive, and still-growing
global industry. According to analysis from Canalys, the managed services market reached an
estimated $548 billion, with one out of every ten dollars spent by businesses and governments
going toward a managed contract.'®

The growth trajectory remains strong, with projections for global IT managed services revenue
delivered through the channel to grow by approximately 13% in 2026, reaching a total of $595
billion.® This growth is a global phenomenon, with an estimated 335,000 companies worldwide
now offering at least one managed contract, indicating the breadth and depth of the market’s
reach.® This enormous and expanding market serves as the foundation upon which the even
more rapid growth of the security services sector is being built.

The Partner Services Multiplier: The True Engine of Channel
Profitability

The core economic principle that defines the modern IT channel is the partner services multiplier.
The business model is no longer centered on the low-margin resale of hardware and software.
Instead, the real growth and profitability are found in the high-margin, value-added services
that partners wrap around vendor technologies. Jay McBain, Chief Analyst at Canalys, has
extensively documented this phenomenon, providing the data that illuminates the channel’s true
value proposition.

The data shows that for every dollar of technology a vendor sells, channel partners add
approximately two dollars in their own profitable services.® This multiplier effect means that
the partner services market is substantially larger and growing faster than the underlying
vendor product market.
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“For every dollar of hardware, for every dollar of software, [the
channel] sells two dollars. Managed services is two-thirds of the
entire spend. Most importantly, that part is growing faster. So for all
the great vendors here selling hardware, software and other things,
we’'re outgrowing the vendors that are here.” 1°

Nowhere is this dynamic more pronounced than in cybersecurity. While the overall global
cybersecurity market is projected to grow by a healthy 11% in 2026, partner-delivered
cybersecurity services are forecast to grow even faster at 13%. The most specialized segment,
managed security services, is projected to grow fastest of all, at an impressive 15% year-
over-year.'® This differential growth proves that the demand for managed security expertise

is outpacing the demand for security products alone. The total addressable market for the
cybersecurity channel, combining vendor sales and the partner services multiplier, is expected
to reach $282 billion in 2026.18

The table below breaks down this massive opportunity, providing a clear, quantitative
justification for the strategic pivot toward a security-first business model. It illustrates not

only the scale of the market but also the specific segments where the most significant growth
and revenue potential lie. For an MSP planning its future, this data provides an undeniable
financial roadmap, showing that the largest and fastest-growing opportunities are in managed,
outsourced security and high-value advisory services.

MARKET SEGMENT PROJECTED 2026 VALUE (USD)  YOY GROWTH RATE
Total Cybersecurity Channel Market $282.0 Billion N/A
Vendor Product Revenue $97.5 Billion ~11%
Partner Services Revenue $184.5 Billion ~13%
Sub-segment: Managed Security Services $92.9 Billion ~15%
Managing & Outsourcing $99.0 Billion ~14%
Maintaining & Supporting $37.0 Billion 8% - 17%
Advising & Designing $30.0 Billion 8% - 17%
Deploying & Integrating $19.0 Billion 8% - 17%

Data sourced from Canalys analysis as reported in January 2025.8




This economic landscape creates a brief but powerful window of opportunity for agile service
providers. The combination of high demand, a complex threat environment, and a shortage of
skilled cybersecurity professionals creates ideal conditions for rapid, profitable growth.

“Those 6,500 vendors are chasing S87 billion dollars and if we sell
S2 of services against every dollar spent on hardware or software
and security... this is an 18-month window, where you can grow
your business, a 30%, 40%, 50%, and continue to outgrow every
vendor that you represent.” ¢

This growth, however, requires a more sophisticated delivery model. The successful “MSP 3.0”
must offer an integrated practice that encompasses not only technology management but also a
deep understanding of compliance frameworks, regulatory requirements, and industry-specific
(vertical) expertise.

“The MSP model has shifted in recent years and 2026 is likely to
see a greater push towards MSP 3.0... The complexity of the new
delivery model encompasses not just technology, whose scope is
increasing to include cybersecurity as standard (rather than as an
add-on to IT support), but also compliance, regulation, and vertical
expertise.” ©

The economic data is conclusive: the path to growth and profitability in the 2026 channel
ecosystem runs directly through specialized, high-value security services.

Conclusive Analysis and Strategic Recommendations for 2026
and Beyond

The state of SMB cybersecurity in 2026 will be defined by a fundamental and irreversible
transformation. The confluence of Al-weaponized threats, the persistent vulnerability of
the human element, and the catastrophic financial consequences of a breach has rendered
the traditional, reactive IT support model obsolete. In its place, a new paradigm has
emerged, centered on proactive, continuous, and specialized security services. This final
section synthesizes the report’s findings into a set of conclusive observations and strategic
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recommendations for all stakeholders in the SMB technology ecosystem.

Security-first providers tackle critical layers of cyber risk. They prevent threats by identifying
vulnerabilities, detect them by unifying signals across the tech stack, and respond with clarity
during an incident. They mitigate damage by prioritizing fixes that build long-term resilience
and extend their role to include financial protection, ensuring clients can survive the impact of
a successful attack. This isn't just about keeping systems online; it's about keeping businesses
operational.

The challenge is that most MSPs attempt to deliver these layers with a patchwork of tools, each
with its own blind spots and complexity. That fragmentation increases cost, creates noise, and
leaves accountability unclear.

Cyber platforms like Cork’s simplify the model. By unifying data across more than 100
integrations, Cork’s Vantage platform delivers actionable cyber visibility to prevent and detect
threats, prioritization to respond and mitigate effectively, and warranty backed financial
protection to keep clients in business. In one platform, MSPs can deliver the full definition

of security first, reducing risk, strengthening trust, and proving to clients that their future is
protected.

The MSP 3.0 Mandate: Key Attributes for Success

The successful managed service provider of 2026 and beyond, or “MSP 3.0,” will be defined by
a specific set of attributes that directly address the market’s new realities. The transition to this
model is not optional; it is a mandate for survival and success. The key attributes are:

® A Security-First Culture: Cybersecurity is no longer a product line; it is the foundational
ethos of the entire organization. Every service, from helpdesk to cloud management, must be
delivered through the lens of security and risk mitigation.

® Consultative, Boardroom-Level Engagement: The sales and client management process
must evolve from selling technology to providing strategic business advice. The MSP 3.0
acts as a business consultant who happens to specialize in technology, leading conversations
about financial risk, compliance, and operational resilience.”

® Mastery of a Modern, Specialized Tech Stack: The provider must build its service offering
on a curated stack of modern, best-in-class technologies, particularly in mission-critical areas
like BCDR. Deep expertise and “mastery” of these tools are valued over a broad but shallow
portfolio.°

®© Deep Compliance and Regulatory Expertise: With an expanding web of regulations like
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GDPR and DORA, the ability to guide clients toward compliance is a significant value-add
and a key differentiator. This often requires developing vertical-specific knowledge.®

® The Role of Educator and “Source of Truth”: The MSP 3.0 must accept the responsibility of
educating its clients on the threat landscape and guiding them toward safe and appropriate
technology adoption, acting as their definitive source of truth in a complex market.'?

® A Focus on Holistic Capability: Success is measured not by the number of tools deployed,
but by the development of a genuine cyber resilience capability, integrating people,
documented processes, and technology to ensure the client can operate through an adverse
event.!

© Enhanced Visibility: In the MSP 3.0 model, visibility is not just about dashboards—it’s
about actionable insight across the entire client environment. As seen in vendors like Cork,
an Active Risks Insights platform helps MSPs by integrating seamlessly with their existing
security tools & consolidating data under one roof. This unified view enables real-time
compliance tracking, risk identification, actionable alerts for cyber insurance readiness, and
streamlined reporting. By eliminating silos and surfacing critical compliance gaps, Cork helps
MSPs proactively manage client risk, demonstrate value, and maintain audit readiness—
turning visibility into a strategic advantage.

Strategic Recommendations for SMBs

For small and medium-sized business owners and leaders, navigating the 2026 cybersecurity
landscape will require a shift in mindset and a more discerning approach to technology
partnerships. The following recommendations provide a strategic framework for SMBs to
enhance their security posture:

1. Reframe Cybersecurity as Core Business Risk: Cease viewing cybersecurity as a
discretionary IT cost. Treat it as a fundamental business risk management function, on
par with legal, financial, and operational risk. Allocate budget and executive attention
accordingly.

2. Demand a Documented Security Plan: Do not accept verbal assurances. Require your
IT partner to provide a comprehensive, written cybersecurity plan that is aligned with a
recognized industry framework, such as the CIS Controls.'? This plan should be reviewed and
updated regularly.

3. Prioritize Investment in Modern BCDR and ITAM: Your ability to recover from an attack
is your most critical defense. Invest in a modern BCDR solution that is tested regularly.
Ensure your IT partner maintains a complete and accurate inventory of all your IT assets to
proactively manage vulnerabilities.
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4. Vet Your Provider on Security Expertise, Not Price: When selecting a managed service
provider, prioritize their security credentials, culture, and expertise above all else. Inquire
about their internal security practices, staff training, and the security frameworks they
follow. A low-cost provider who cannot adequately protect your business is no bargain.

VVendor and Ecosystem Outlook: The Road Ahead

The channel ecosystem will continue to evolve in response to these powerful market forces.

The trend of mergers and acquisitions is likely to continue as larger players seek to acquire
specialized security talent and technology. The tension between specialized, best-in-class
vendors and large, all-in-one platforms will intensify, forcing platforms to invest heavily to prove
their security offerings are truly enterprise-grade.®

In this complex environment, the role of partner communities, peer groups, and education-
focused events will become even more critical for sharing knowledge and best practices.
Simultaneously, technology distributors and aggregators like Pax8 will play an indispensable
role. They serve as the essential connective tissue of the ecosystem, vetting and aggregating
the vast array of solutions, providing the education and enablement that MSPs need to make the
pivot to security, and building the communities that foster collaboration and shared success.!?

The road ahead is challenging, but for those service providers, vendors, and SMBs who embrace
the security-first mandate, the opportunity for growth, resilience, and success is immense.
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