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The State of Field Services 2020 
By Vele Galovski 
 
 

Executive Overview 
 

If your company has equipment on customer premise that you service, this 
“State of Field Services” paper is for you. 

For the last eight years, equipment manufacturers in every industry have been struggling with a 
business model disruption that has had significant implications for field services organizations. In this 
“State of Field Services” paper, we will: 

• Provide an overview of industry trends for equipment/hardware manufacturers. 
• List the top business challenges faced by field services organizations. 
• Discuss the three strategic imperatives that will drive field services organizations in 2020 and 

beyond: 
1. Productivity. Being the low-cost provider never goes out of style. 
2. Service Revenue. Differentiating offers and increasing tangible value. 
3. Digital Transformation. Technology impacting business model and service delivery. 

• Provide a “heatmap” of the critical organizational capabilities required to address the top 
business challenges.  

“The State of Field Services: 2020” is designed to be used by members to maximize their leverage of 
TSIA research and resources by providing an overview of the capabilities that field services 
organizations must invest in during 2020 and beyond. 

Industry Trends for Equipment/Hardware Manufacturers  
Original equipment manufacturer (OEM) business models within enterprise IT, industrial equipment, 
and medical equipment, among others, have thrived on pushing prepackaged products to customers 
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via large, up-front deals. As product complexity increased, product-attached services were added to 
the mix. These services consisted of implementation, training, and support and maintenance 
agreements. However, these CapEx business models have been under significant pressure over the 
last eight years.  

As you can see in Figure 1, product revenue for hardware companies in the Technology & Services 50 
index has been in a freefall since its peak in 2011. And since service offerings of hardware companies 
are primarily of the “product-attached” variety, services revenue has also been in a slow decline. The 
simple explanation for this is that without a product sale, there is no implementation, training, and 
support and maintenance to “attach” at the time of the initial sale. 

Figure 1: Technology & Services 501 Hardware Revenue Trends 

 

 

 

 

 

There are two mega-trends driving this business model disruption:  
1. The core technology asset, i.e., the product is commoditizing. 
2. Customers are pursuing new OpEx consumption models that do not require large up-front 

purchases. 

What most OEMs have done in response to the declining product revenue is to bet the company on 
the next great product.  

The next product will have more features, more bells and whistles, and better performance—which 
they hope will increase product sales to past levels. The unintended consequence is a “consumption 
gap,”2  as illustrated in Figure 2. The customer’s inability to consume this proliferation of new features 
leads to slower refresh cycles and, ultimately, lower product sales (Figure 1). 
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Figure 2: The Consumption Gap 

 

 

 

 

 

  

The “Plan B” response to declines in product revenue is for OEMs to push incremental service 
revenue. Unfortunately, it’s not that simple. For hardware companies in the T&S 50 index, the service 
gross margin drifts lower as companies increase the services contribution to total company revenue 
(see Figure 3).  

Figure 3: Technology & Services 50 Hardware Service Revenue and Margin 
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Top Field Services Business Challenges 2019

The underlying cause of the lower margins is the commoditization of product-attached services and an 
inability to differentiate service offers. System integrators (SI) and independent service providers (ISP) 
are also vying for implementation, training, and break/fix service revenue; driving the price down. So, 
the dilemma for OEMs is that the replacement of traditionally high-margin product revenue with lower-
margin services revenue is not an attractive option. But there is hope.  

To succeed in the future, suppliers will need to create new value-added offers and rethink their 
services portfolio and operations. Customers want a supplier that will share the risk of the 
implementation and help them achieve business outcomes from their investment. As a result, the 
supplier must now play an active role in optimizing the customer’s actual outcome. Being able to 
establish tangible value of these new service offers will bring gross margin back up to healthy levels. 

Top Business Challenges 
The death of the traditional CapEx business model, the customer’s insistence on suppliers providing 
support in the achievement of their business outcomes, and the business realities of running a large, 
important business are reflected in the inquiries TSIA receives every day. TSIA maps each inquiry to a 
specific business challenge in order to identify the most frequent issues faced by field services 
organizations. Figure 4 shows a summary of the top business challenges related to TSIA field services 
inquiries in 2019. 

Figure 4: Top Field Services Inquiries in 2019 

  

 

 

 

 

 

 

 

Source: TSIA Research. 
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How the Business Model Disruption Is Impacting FS Organizations  
The two industry megatrends that are transforming OEM business models have led to three strategic 
imperatives that are impacting almost every field services organization we interact with: 

1. Productivity. Being the low-cost provider never goes out of style. 
2. Service Revenue. Differentiating offers and increasing tangible value. 
3. Digital Transformation. Technology impacting business model and service delivery. 

Productivity 

Field services is essentially a “people and parts” business. From the TSIA Field Services Benchmark, 
labor (direct and third-party) and spare parts represent 77% of total field services costs. As support 
and maintenance gross margins come under increased pressures from commoditization, many of the 
inquiries we received in 2019 were related to driving productivity. Being the low-cost provider never 
goes out of style, and providing the same or better service at a lower cost is a fundamental objective. 
This is nothing new for FS veterans. What is new in 2020 is that it jumped to our number one business 
challenge.  

Service Revenue 

However, improving gross margin is more than just reducing costs. There is a revenue and pricing 
component. Fighting commoditization requires an ongoing differentiation of product-attached services 
that increase the percent of premium offers that command premium pricing. Field services 
organizations are also developing a new class of offers that are focused on process optimization and 
delivering business outcomes. These efforts all contribute to profitable service revenue growth that 
can make up the declines in product revenue. 

Digital Transformation 

Digital transformation is generically defined as “a novel use of digital technology to solve traditional 
problems.” In “The State of Field Services: 2019,” we listed the six technological advancements that 
are accelerating digital transformation. While these advancements are still in the process of 
transforming the way FS organizations operate, investments in the FS technology stack are playing a 
stronger role optimizing service delivery in support of the productivity goals.   

Table 1 summarizes these field services imperatives and the business challenges that they generated 
in 2019. 
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Table 1: Business Challenge by FS Strategic Imperative 
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Challenge TSIA Observations 
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FS Labor 
Optimization 

Effectively managing labor costs is critical for every field services 
organization. Improving utilization and the strategic use of third-party 
providers are methods to reduce on-site incident costs. Additionally, 
there is no end in sight for the ongoing talent war. Recruiting and 
retaining top talent is top of mind for many organizations.  

Reducing spare parts and logistics costs while increasing fill rates to 
support more demanding service levels is a major business challenge. 
Understanding RMA and advanced exchange best practices is growing 
in importance as companies try to reduce their new buy commitments.  

Benchmarking field services organizations to identify and prioritize 
performance gaps is fundamental for every member. 
 

Spare Parts and 
Logistics 

Organizational 
Performance 
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Transformational 
Technology 

The data collected from smart, connected products will be more 
valuable than the product itself. In order to take advantage of this 
opportunity, field services has to be at the table with product teams, 
sales, marketing, and finance to develop a strategic growth plan. 

Differentiated offers based on tougher SLAs puts added pressure on 
managing entitlements and field services management systems. In 
addition, mobility platforms are enabling organizations to put 
meaningful information in the hands of field personnel.   

Delivery 
Technology 
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New + Renew 
Revenue 

Product-attached services will always represent a significant revenue 
stream for OEMs. To maintain healthy gross margins, creating 
differentiated field services offers that increase customer value is 
important for high attach rates.   

Since most of the future service revenue will come AFTER the initial 
installation, utilizing field services personnel to drive adoption and 
identify cross-sell and upsell opportunities is an emerging practice.  
 

Land + Expand 
Revenue 

 
TSIA Goes Vertical 
The industry trends are impacting every OEM, and the journey that each company must navigate is 
very similar in nature. However, vertical industries are being impacted by business model 
transformation on different timelines. And as noted in the white paper “Is Your Hardware Organization 
Ready for Digital Transformation?”,3 where a company is on their transformational journey determines 
their immediate next step.  
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The enterprise IT, industrial equipment, and healthcare technology vertical markets are in different 
stages of business disruption and transformation. As a result, the business challenges within each 
industry take on different priorities. For instance: 

• Enterprise IT. The OEMs in this vertical were the first to be faced with the disruption of their 
CapEx business model and have been confronting commoditization of product and product-
attached services the longest. Enterprise IT OEMs are mostly concerned with optimizing 
“people and parts” and improving their outsourced operations.  

• Industrial equipment.  Approximately three to five years ago, industrial OEMs were facing a 
dearth of capital spending and the introduction of new IoT-fueled competitors. Fortunately, 
industrial OEMs are vertically aligned. Their focus is on how to take advantage of a growing 
install base of smart, connected products with their highly skilled field services technicians and 
their incredible business domain expertise. 

• Healthcare technology. Healthcare is the most recent industry to face business model 
disruption. Creating a services culture throughout the organization and learning how to use 
technology tools to create value-added offers and improve service delivery is top of mind. 

With the significant growth of TSIA members in both the healthcare technology and industrial 
equipment verticals, TSIA has created industry-specific peer groups within the field services research 
area. To illustrate the timing of business model transformation, Table 2 highlights the impact on key 
metric performance by vertical.  

Table 2: Key Field Services Metrics by Vertical 

Key Metrics by Vertical Enterprise IT Healthcare 
Technology 

Industrial 
Equipment 

Initial Attach Rate 67.3% 23.0% 18.5% 

Outsource Full FS 41.2% 11.7% 10.5% 

First Visit Repair Time 2.3 hours 3.0 hours 4.4 hours 

Percentage Incidents On Site 26.2% 61.7% 48.9% 

Source: TSIA Field Services Benchmark. 

Initial Attach Rate 

Healthcare and industrial OEMs are early in the transformation and are still very product focused. The 
low initial attach rates are related to the fact that they never want a service contract getting in the way 
of a good product sale. 
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Outsource Full FS Operations 

Enterprise IT has long been a proponent of outsourcing field services in an attempt to offset declining 
gross margins, with 41% of members utilizing third parties for their entire field services operation.  

First-Visit Repair Time 

This metric is an indicator of serviceability and formal engagement of field services in product life-cycle 
planning. Enterprise IT has long focused on reducing cost of service delivery and has driven repair 
time to half of industrial OEMs.  

Percentage of Incidents On Site 

On-site incidents are the most expensive way to resolve a service incident. Utilizing proactive support 
technologies to minimize the need for an on-site dispatch has been a focus of enterprise IT to reduce 
their total cost to serve.  

TSIA Organizational Capabilities Model 
For every member inquiry that we field at TSIA, we codify the business challenge being addressed. 
Over the years, we have identified over 650 distinct business challenge facing technology companies 
where TSIA has relevant content. Next, we map every business challenge to the organizational 
capabilities necessary for a company to successfully address that challenge.  

Critical Field Services Capabilities for 2020 

Industry megatrends are driving new business challenges for technology companies. These business 
challenges require specific organizational capabilities to enable a company to respond. Reviewing the 
TSIA database of over 800 documented organizational capabilities, we have flagged 26, across 12 
major categories, as high priority for OEMs as we enter 2020. In other words, these capabilities are 
critical to future success, but are most likely underdeveloped in equipment manufacturers. 

Figure 5 shows the 2020 Field Service Capabilities Heatmap across 12 major categories. 
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Figure 5: 2020 Field Service Capabilities Heatmap 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The primary charter of field services organizations will always be service delivery, as illustrated by the 
capabilities heatmap aligned with “Fulfillment.” Table 3 lists 10 critical capabilities that reflect the 
management of “people and parts” and the expanded use of smart, connected products to improve 
service delivery.   

Table 3: Key Field Services Fulfillment Capabilities 

Category Capability Description 

O
pe

ra
tio

ns
 

Core Metrics and 
Dashboards 

We measure operational KPIs that provide an accurate view of 
organizational performance and tie it to corporate objectives. 

FS Resource 
Optimization 

We optimize the mix of resources leveraged to deliver our field 
services to ensure customer satisfaction and margin 
performance. 

Spare Parts 
Inventory 

We have a set of cost-effective tactics to maintain an 
appropriate inventory of the spare parts required to service our 
products. 

Enterprise 
Knowledge/Content 
Management 

We maintain effective systems and processes for the creation, 
capture, organization, sharing, distribution, and retrieval of 
knowledge within the organization, including problem resolution 
data. 
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Category Capability Description 
Attract and Retain 
Field Services 
Talent 

We effectively recruit, engage, and retain employees, using 
insight into the employment value proposition for critical talent 
segments. 

Pr
od

uc
t Preventive 

Maintenance  
We have a process for performing scheduled maintenance to 
prevent unplanned downtime. 

Embedded and 
Remote Diagnostics 

We use technology for the analysis of customer environments, 
to identify failing components, or target preventive action. 

Pa
rt

ne
r 

M
gm

t. Outsourcing 
Management 

We effectively collaborate with outsourcing partners in order to 
enable them for success and actively monitor performance. 

A
na

ly
tic

s Data and Analytics 
Accessibility 

All captured product license and usage data and resulting 
analytics are available to all product managers and their cross-
organizational stakeholders 

Analytics Data 
Model 

Our data model factors for capturing the use of offering, 
packages, and product components at the customer account 
and user level. 

 
A business model transformation impacts the entire corporation, not just field services. The product 
development team must move beyond features and toward process optimization and business 
outcomes. Sales and marketing must learn how to sell outcomes versus a product with some attached 
maintenance services. Account teams must expand engagement and revenue AFTER the initial sale. 
Alignment of field services activities to the success of the corporation is part of a broader strategic 
effort. Table 4 lists the six critical strategic planning capabilities that must be embraced by every field 
services organization.  
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Table 4: Key Field Services Strategic Planning Capabilities 

 
With the need to drive profitable service revenue growth becoming a corporate priority, developing 
demand generation capabilities within field services is increasingly important. Leveraging field services 
employees to conduct customer success activities includes a prominent set of in-market success and 
go-to-market capabilities. In addition, developing differentiated field services offers that are priced 
based on tangible value and services consumed are critical capabilities. Table 5 lists the 10 critical 
demand-generation capabilities that must be adopted by field services organizations.  

Category Capability Description 

St
ra
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gy
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nd

 
Pl

an
ni

ng
 

Service Strategy 
Profile 

We have an approach for aligning service strategy to the overall 
company strategy. 

Business Alignment We effectively partner with senior management, internal 
business partners, and other critical stakeholders. 

Strategy and Goals 
for FS 

Our corporate strategy provides clarity on the strategy, goals, 
and objectives for our FS business. 

M
ar

ke
ts

 Offer Journey 
Mapping 

We have an end-to-end offer journey map for each offer, within 
each segment, for each buyer and user persona. 

Value Proposition 
We have the ability to clearly define how our product and 
service offerings deliver business value to each customer 
persona and within each market segment. 

Fi
na

nc
ia

ls
 

FS Business Model We have an effective and realistic financial model for creating, 
delivering, and improving our field services business. 
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Table 5: Key Field Services Demand-Generation Capabilities 

 
Call to Action: Distribute, Debate, Deliberate, Decide 
Based on the trends and business challenges being experienced by our members, TSIA believes that 
equipment and hardware manufacturers are in the midst of a massive business model transformation. 

The greatest concern TSIA continues to have for member companies is that they will believe their 
industry, their market, and/or their company is different—that somehow these trends do not apply to 
them, and they have time to address the changes next year. In 2020, if your company is not exploring 
tactics to move away from the traditional CapEx business models of equipment manufacturers, you 
are at risk of falling behind.  

Category Capability Description 
In

-M
ar

ke
t S

uc
ce

ss
 

Adoption 
Playbooks 

We have the ability to develop playbooks that help our 
customers adopt and leverage our solutions. 

LAER Coverage 
Model 

We have defined a LAER coverage model where resources 
have been identified to drive land, adopt, expand, and renew 
activities. 

Success Science We have proven methodologies to identify the performance 
metrics that predict if a business outcome is on target to occur. 

Customer Adoption 
Framework 

We have developed a data-driven model for assessing how well 
a customer is adopting and leveraging our technology. 

O
ffe

rs
 

Next-Generation 
Field Services 
Offerings 

We have the ability to identify and develop new field services 
offerings that deliver differentiated business value to our 
customers. 

Service Level 
Agreements for 
Field Services 

We ensure SLA standards that meet customer needs are 
competitive within the industry and closely integrated with our 
support capabilities. 

Pr
ic

in
g 

Support Pricing 
Strategy We understand how to utilize pricing as a lever for growth. 

Consumption- 
Based Pricing 
Models 

We have developed models for charging customers based on 
what they specifically consume. 

G
TM

 Cross-Sell/Upsell 
through Field 
Services 

We effectively cross-sell and upsell existing customers through 
field services engagements. 

Sa
le

s 
&

 
M

ar
ke

tin
g  

Account 
Management 
Methodology 

We have effective practices for developing account plans, 
maintaining key account relationships, and growing revenue 
with these key customers. 
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TSIA strongly encourages our members to distribute this paper among their executive team. Debate 
the trends. Perhaps some are less relevant to your company than others. However, it is unlikely your 
company is immune to all these trends. Deliberate on the capabilities. Which ones are clearly 
becoming mission critical for the future success of your company? Then, clearly decide which 
capabilities your company will improve this year.  

How TSIA Can Help 
In business, you don’t get rewarded for predicting rain. You get rewarded for building an ark. Our aim 
is to help member companies successfully navigate this storm by providing the following services:  

1. Identify performance gaps. 
2. Accelerate results with foundational frameworks. 
3. Provide on-demand consulting and insights. 
4. Offer insights with context. 
5. Provide advisory services. 

1. Identify Performance Gaps 

Members do not have infinite resources and the ability to work on “everything.” Knowing how company 
performance compares to proven industry levels can help organizations focus scarce resources. The 
ultimate objective of our benchmarking process is to identify performance gaps and, more importantly, 
identify actions to close the gaps that are correlated with high-performing field services operations.  

Industry Performance Data 
Benchmark your company performance against best-in-class performance. TSIA currently tracks over 
32,000 industry performance metrics and financial results related to optimizing technology business 
models. For more information on TSIA data sets, visit 
https://www.tsia.com/research/benchmarking.html. 

TSIA Correlation Analysis 
We analyzed over 100,000 relationships within the field services benchmark, utilizing a two-round 
machine analysis and a subsequent two-round subject-matter expert analysis. Over 150 validated 
correlations, all with p-values below 10%, were identified. These correlations have significantly 
enhanced our ability to provide specific recommendations on how to close performance gaps.  

2. Accelerate Results with Foundational Frameworks 

Successfully transforming your business model is difficult. An unbiased assessment of performance is 
only the first step. Providing frameworks that state the strategic challenge and list proven tactics to 
jumpstart your transformation are crucial. Here are three strategic frameworks used by TSIA Field 
Services members every day. 
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Service Delivery Channel Optimization  
The TSIA report “Service Delivery Channel Optimization” introduces the TSIA Service Delivery 
Channel Optimization Framework that illustrates a holistic view of the task at hand. 

Remote Services Continuum 
Our e-book, Why Services Is the Key to Digitally Transforming Equipment Manufacturers, provides 
hardware manufacturers with an introduction to new business opportunities that can be unlocked with 
the Internet of Things.  

Adoption Framework 
The report “TSIA Adoption Framework” helps answer the questions: What does good adoption look 
like? How do you assess customer adoption? Who is responsible for driving adoption? What practices 
drive adoption? 

3. On-Demand Consulting and Insights  

TSIA members have the opportunity to receive customized board-ready insights and strategic support 
from a team of research executives. In addition, we facilitate member-to-member discussions and host 
two conferences per year.   

Inquiries 
These 30-minute phone calls or detailed emails give members timely and custom insights that gain 
executive credibility, mitigate risks, and help initiatives get approved. 

Member to Member 
TSIA can facilitate meetings between member companies to learn directly from the people that 
implemented a best practice.  

TSIA Conferences 
TSIA brings industry professionals together twice a year to share and learn. For more information on 
conferences, visit http://www.technologyservicesworld.com/. 

4. Insights with Context 

TSIA Outcome Chains 
Accessible from within TSIA’s Member Resource Center, each outcome chain is centered on a 
specific desired target outcome, such as “develop differentiated field service offers” or “retain field 
service talent.” For more information, visit https://www.tsia.com/tsia-membership/tsia-outcome-chains. 

 

https://www.tsia.com/resources/service-delivery-channel-optimization
https://www.tsia.com/resources/why-services-is-the-key-to-digitally-transforming-equipment-manufacturers
https://www.tsia.com/resources/tsia-adoption-framework
https://www.tsia.com/conference
https://www.tsia.com/tsia-membership/tsia-outcome-chains
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5. Advisory Services 

Beyond the standard membership, TSIA offers advisory services to accelerate achievement of 
business outcomes through speaking engagements, workshops, focused advisory, and capabilities 
assessments. 

Outcome Engineering 
Outcome engineering is the ability to consistently help customers achieve targeted business 
outcomes. TSIA works with members to connect customer outcomes to KPIs, key business processes, 
and supplier products and services.  

Speaking 
Speaking engagements address the urgent issues impacting today’s technology industry and outline a 
road map for tomorrow. They provide contextual insight and data necessary to educate and align 
audiences to help drive your organization forward. 

Workshops 
One- and two-day workshops bring together focused advisory, thought leadership, benchmark data, 
and best practices into one room to prepare your services organization for operational change.  

Capabilities Assessments 
TSIA capabilities assessments are the product of over a decade of deep benchmark analysis from the 
world’s greatest technology companies. The assessments compare your current state with known 
industry best practices. When you know what great looks like, you can accelerate your transformation 
with minimal risk.  
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