


Key Insights
In a climate of digital disruption and global market pressures, many 
manufacturers want to differentiate with new service-oriented revenue 
models, especially those that rely on connected machines and machine-
as-a-service. In a Cisco survey of more than 600 senior executives 
in 13 countries—
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The Digital Manufacturer
Resolving the Service Dilemma

Introduction
A Climate of Disruption

In many industries today, simply creating a good product is no longer enough. 
An increasingly critical question for both producers and users is, what happens 
after the product is sold?

As a result, more and more companies are being challenged to move from 
once-successful product-centric strategies to approaches that are more 

https://twitter.com/intent/tweet?text=79%20percent%20of%20senior%20manufacturing%20leaders%20believe%20digital%20disruption%20will%20drive%20moderate%20to%20major%20impact.%20http://www.cs.co/digitalMFG
http://www.imd.org/uupload/IMD.WebSite/DBT/Digital_Vortex_06182015.pdf
http://www.imd.org/uupload/IMD.WebSite/DBT/Digital_Vortex_06182015.pdf
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If manufacturers need to become digital, they must become software and 
service businesses as well—that is, if they want to ensure they are not among 
the ranks of the disrupted. The choice for 

https://twitter.com/intent/tweet?text=Manufacturers%27%20capacity%20to%20change%20is%20key%20to%20capitalizing%20on%20service-oriented%20revenue%20and%20boosting%20competitiveness.%20http://www.cs.co/digitalMFG
http://cs.co/mfgslama
http://cs.co/mfgslama
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t h e  r e s u l t s  f r o m  s e r v i c e - l e d  i n n o v a t i o n s ,  i n c l u d i n g  t h o s e  t h a t  d e p e n d  u p o n  

c o n n e c t e d  p r o d u c t s  a n d  c o n n e c t e d  m a c h i n e s ,  w i l l  c o n t i n u e  t o  d i s a p p o i n t .  

I n  t h i s  p a p e r ,  w e  w i l l  e x a m i n e  t h e  t r a n s i t i o n  t o  s e r v i c e s  t h r o u g h  t h e  l e n s  o f  

d i g i t a l  b u s i n e s s  t r a n s f o r m a t i o n ,  i n  t h e  p r o c e s s  f o r g i n g  a  p r e s c r i p t i v e  r o a d m a p  

f o r  b u s i n e s s - m o d e l  a n d  t e c h n o l o g y  i n n o v a t i o n  f o r  m a n u f a c t u r e r s . A  ‘ T w o - F r o n t  W a r ’ :  S e l l i n g  P r o d u c t s  a n d  S e r v i c e s  

S i m u l t a n e o u s l y

W h i l e  m a n u f a c t u r e r s  r e c o g n i z e  t h e  n e e d  t o  e x p a n d  f r o m  a  p r o d u c t - o r i e n t e d  

w o r l d v i e w ,  v e n t u r i n g  i n t o  t h e  u n f a m i l i a r  t e r r i t o r i e s  o f  s e r v i c e s  c r e a t e s  c o n c e r n s  

a r o u n d  c o m p l e x i t y ,  c o s t s ,  a n d  m a i n t a i n i n g  q u a l i t y .  

O v e r a l l ,  t h e  t r a n s i t i o n  f r o m  p r o d u c t s  t o  s e r v i c e s  i s  d r i v i n g  w h a t  c o u l d  b e  c a l l e d  

a  “ t w o - f r o n t  w a r ”  i n  m a n u f a c t u r i n g —

i n  e f f e c t ,  t r y i n g  t o  m a i n t a i n  a  m a t u r i n g  

l e g a c y  b u s i n e s s  w h i l e  m o v i n g  i n t o  n e w  t e r r i t o r y . [

https://twitter.com/intent/tweet?text=The%20transition%20from%20products%20to%20services%20is%20driving%20a%20%22two-front%20war%22%20in%20manufacturing.%20http://www.cs.co/digitalMFG


http://cs.co/mfgkann
http://cs.co/mfgkann
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https://twitter.com/intent/tweet?text=Only%2029%20percent%20of%20manufacturers%20say%20services%20revenue%20will%20grow%20faster%20than%20product%20revenue.%20http://www.cs.co/digitalMFG
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Moreover, as Figure 4 reveals, 
many manufacturers consider 



https://twitter.com/intent/tweet?text=To%20resolve%20the%20service%20dilemma,%20leaders%20in%20manufacturing%20must%20drive%20an%20organization-wide%20rethink%20in%20strategy.%20http://www.cs.co/digitalMFG
http://www.cisco.com/c/m/en_us/ioe/digital-transformation-stories/index.html#/story?storyId=340
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Our survey confirmed that the 
transition to a service-oriented 
revenue model is top-of-mind for 
industrial machine builder and end-
user manufacturing executives. 
As Figure 5 illustrates, 86 percent 
said the transition from products to 
a service-oriented revenue model 
is already part of their growth 
strategies; 48 percent indicated it 
was part of their strategies “to a 
large or very large degree.” 

Digital Capabilities Are 
Core to Success 
When we asked manufacturers 
about which technologies will have 
the greatest impact on production 
over the next three years, they cited 
digital technologies such as cloud 
(37 percent), Internet of Things-
related machine-to-machine (M2M) 
communications (33 percent), 
and analytics (32 percent) (see 
Figure 6). This is notable in part 
because of what respondents did 
not emphasize: “manufacturing” 
technologies such as robotics, 3D 
printing, and so forth. It underscores 
the pivotal role of digitization in 
manufacturing’s evolution, especially 
as connecting across an entire 
ecosystem becomes critical.

Figure 5

Source: Cisco, 2015



http://cs.co/mfglittlefield
http://cs.co/mfglittlefield
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In our survey, we found that the “connected production machines” use case 
is a highly mature opportunity for machine builders, with 33 percent already 
receiving telemetry from customers’ plant environments, and another 56 
percent planning to do so. Only 6 percent of machine builders have no such 
plans. Of those already receiving telemetry from their customers’ plant-floor 
machines, 54 percent strongly agree with the statement “Our company gets a 
lot of value from the data we receive from the machines we sell to customers” 
(another 36 percent somewhat agree). 

The machine-as-a-service model for connected plant-floor equipment was 
also seen in a highly positive light for machine builders, with 48 percent 
considering themselves “very interested” in such an arrangement, and another 
36 percent “fairly interested,” with 4 percent indicating they are already 



https://twitter.com/intent/tweet?text=Manufacturers%20are%20leaving%2076%20percent%20of%20the%20total%20annual%20opportunity%20on%20the%20table.%20http://www.cs.co/digitalMFG
https://twitter.com/intent/tweet?text=The%20transition%20to%20services%20is,%20above%20all,%20a%20%2Adigital%2A%20journey.%20http://www.cs.co/digitalMFG
http://www.cisco.com/c/dam/assets/sol/exec_persp/futureofit/fast-it-socialpaper/pdf/Fast_IT_Full_Study_Findings_081414FINAL.pdf
http://www.cisco.com/c/m/en_us/ioe/digital-transformation-stories/index.html#/story?storyId=830


https://twitter.com/intent/tweet?text=Where%20the%20services%20journey%20and%20the%20digital%20journey%20meet,%20value%20is%20found.%20http://www.cs.co/digitalMFG
http://www.cisco.com/c/m/en_us/ioe/digital-transformation-stories/index.html#/story?storyId=410


https://twitter.com/intent/tweet?text=To%20transform%20digitally,%20it%20is%20critical%20to%20shift%20pricing%20models%20from%20transactional%20to%20outcome-based.%20http://www.cs.co/digitalMFG
https://twitter.com/intent/tweet?text=Digital%20transformation%20requires%20a%20%22save%20to%20invest%22%20strategy.%20http://www.cs.co/digitalMFG
http://cs.co/mfgbolton
http://cs.co/mfgbolton


https://twitter.com/intent/tweet?text=By%20transforming%20now,%20an%20average%20digital%20manufacturer%20can%20drive%20a%2019%20percent%20profit%20gain%20over%2010%20years.%20http://www.cs.co/digitalMFG
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In the digital age, no one goes it alone. Data insights will need to be 
shared securely

http://cs.co/mfgschneider
http://cs.co/mfgschneider


https://twitter.com/intent/tweet?text=It%20is%20time%20for%20industrial%20machine%20builders%20and%20end%2Duser%20manufacturers%20to%20begin%20capturing%20%2Avalue%2A%20instead%20of%20interest.%20http://www.cs.co/digitalMFG
http://www.forbes.com/sites/ciocentral/2012/04/19/services-not-manufacturing-will-revive-the-u-s-workforce/
http://raconteur.net/business/bringing-production-and-service-together
http://www.themanufacturinginstitute.org/Research/Skills-and-Training-Study/~/media/70965D0C4A944329894C96E0316DF336.ashx
http://www.mckinsey.com/insights/business_technology/the_internet_of_things_the_value_of_digitizing_the_physical_world
http://harborresearch.com/wp-content/uploads/2013/12/Harbor-Research_Diversified-Industrial-Newsletter.pdf
http://www.sciencedirect.com/science/article/pii/S0263237304001392
http://www.imd.org/uupload/IMD.WebSite/DBT/Digital_Vortex_06182015.pdf
http://www.oxfordeconomics.com/media/default/thought%20leadership/executive-interviews-and-case-studies/ptc/manufacturing%20transformation%20130607.pdf
http://www.cisco.com/web/about/business-insights/docs/digital-business-transformation.pdf
http://www.imd.org/uupload/IMD.WebSite/DBT/Digital%20Business%20Transformation%20Framework.pdf
http://www.economist.com/node/21553017
http://www.geautomation.com/news/ge-ceo-jeff-immelt-says-software-analtyics-are-path-to-zero-unplanned-downtime/n3291
http://www.gartner.com/newsroom/id/2867917
http://cambridgeservicealliance.eng.cam.ac.uk/Resources/Downloads/Monthly%20Papers/MonthlyPaper_October2012_ServiceComplexity.pdf
http://www.cisco.com/web/strategy/energy/docs/OilGasDigitalTransformationWhitePaper.pdf
http://www.cisco.com/c/m/en_us/ioe/digital-transformation-stories/index.html#/story?storyId=450
https://mainstayadvisor.com/go/Cisco/IoEMaturity/index.html
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Cisco has more than 200 o�ces worldwide. Addresses, phone numbers, and fax numbers are listed on the Cisco Website at 

https://idc-community.com/manufacturing/manufacturing-value-chain/the_rise_of_product_as_a_service_in_manufacturing_and_some_of_the_te
https://hbr.org/2014/11/how-smart-connected-products-are-transforming-competition
http://www.rtinsights.com/predictive-maintenance-teaching-old-machines-new-tricks/
http://www.cisco.com/c/dam/assets/sol/exec_persp/futureofit/fast-it-socialpaper/pdf/Fast_IT_Full_Study_Findings_081414FINAL.pdf
http://www.maintenancetechnology.com/2012/06/the-rolls-royce-of-effective-performance-based-collaboration/
http://www.economist.com/node/12887368
http://www.themanufacturer.com/articles/business-growth-and-servitization/
http://venturebeat.com/2013/10/08/ge-says-internet-connected-machines-are-no-threat-to-human-workers/
https://www.maintenanceassistant.com/blog/advanced-cmms-metrics-overall-equipment-effectiveness/
http://cambridgeservicealliance.eng.cam.ac.uk/Resources/Downloads/Monthly%20Papers/150623FutureTechnologiesinServitization.pdf
http://cambridgeservicealliance.eng.cam.ac.uk/Resources/Downloads/Monthly%20Papers/150623FutureTechnologiesinServitization.pdf
http://www.imd.org/uupload/IMD.WebSite/DBT/Digital_Vortex_06182015.pdf
http://www.mckinsey.com/Insights/Organization/GEs_Jeff_Immelt_on_digitizing_in_the_industrial_space
http://www.cisco.com/c/dam/assets/sol/exec_persp/futureofit/fast-it-socialpaper/pdf/Fast_IT_Full_Study_Findings_081414FINAL.pdf
http://www.forbes.com/sites/louiscolumbus/2014/11/28/ten-ways-big-data-is-revolutionizing-manufacturing/
http://www.industryweek.com/growth-strategies/new-go-market-model-industrial-internet
https://www.gartner.com/doc/3137427/digital-core--harness-forces

