/A Accrete

EXECUTIVE BRIEF

SERVICE IS THE NEW
MARGIN ENGINE

A CIO PERSPECTIVE ON SAP SERVICE & REPAIR



Service Is the New Margin Engine: A CIO Perspective

For many years, service and repair organizations
were treated as a necessary cost of doing business..
They existed to honor warranties, fix failures, and
keep customers operational after the product

shipped. In most enterprises running SAP, service
was operationally important—but rarely strategic.

That perspective no longer holds.

Today, service and repair represent one of the largest untapped margin
opportunities in product-centric organizations. In many industries, service
margins already exceed product margins. Yet these margins remain fragile,
inconsistent, and poorly governed. As products commoditize and sales
cycles fluctuate, service has emerged as a more predictable, defensible,
and scalable source of profit.

For ClOs, this shift fundamentally changes the mandate. Service is no longer
something IT “supports.” It is something IT must architect, instrument, and
continuously optimize—especially as artificial intelligence becomes embedded in
service execution.

Why Service Economics Have Fundamentally Changed

Three structural forces are reshaping service profitability.

Product Complexity and Digitalization

Modern products are connected, software-driven, and
increasingly regulated. Repairs now involve diagnostics,
firmware updates, configuration validation, and
compliance documentation. A single service event may
touch multiple systems, teams, and data sources.

Legacy service models—paper-based work orders,
disconnected mobile tools, or spreadsheet-driven
tracking—simply do not scale in this environment. They
increase repeat visits, extend repair cycles, and inflate
cost per service event. Every inefficiency directly erodes
| margin.




Revenue Has Shifted into the Service Lifecycle

Revenue is no longer realized primarily at shipment.
Maintenance contracts, warranties, preventive service
plans, uptime guarantees, and outcome-based
agreements now account for a growing share of lifetime
value.

This shifts profit realization from a single transaction to a
long-running service relationship. Organizations that fail
to manage this lifecycle with discipline leave margin on
the table—not because demand is lacking, but because
execution is inconsistent.

Service Cost Pressure Is Rising

Technician availability, travel expenses, spare parts
inflation, and customer expectations are all moving in
the wrong direction. At the same time, customers expect
faster resolution and higher uptime.

Without real-time visibility into service execution and
cost, margin erosion happens quietly—often unnoticed
until it becomes material.

In this context, service excellence is not about doing
more work. It is about doing the right work, once, with

| financial precision.

The CIO Blind Spot: Service as an ERP Afterthought

Many organizations have invested heavily in ERP modernization. Yet service and
repair are often addressed late in transformation programs or treated as bolt-on

capabilities.

From a CIO’s perspective, this creates recurring challenges:

Service execution

systems are
disconnected
from finance

Warranty and
repair costs
require manual
reconciliation

@% A

Spare parts Contract
planning is entitlements are
misaligned with inconsistently
service demand enforced



These gaps are not merely operational annoyances. They create structural
margin leakage. When service data does not flow cleanly into finance, leaders
lack a credible view of service profitability—and cannot manage it.

Modern ERP platforms, particularly SAP S/4AHANA, provide the foundation to
integrate service execution, logistics, and finance. But technology alone does
not deliver value. The differentiator is how service is designed as a system.

Reframing Service & Repair as a Business System

To turn service into a margin engine, CIOs must lead a shift from
transaction-centric thinking to system-level design.

A profitable service & repair system spans six tightly coupled domains:

Service Demand and Execution

Field service, depot repair, in-house
repair, and preventive maintenance
must be orchestrated through
standardized workflows, intelligent
scheduling, and technician
enablement.

Warranty, Contracts, and
Entitlements

Accurate entitlement management is
essential. Errors in coverage or
contract terms translate directly into
revenue leakage or customer
disputes.

Analytics and Continuous
Improvement

Metrics such as first-time-fix rate,
mean time to repair, parts recovery,
and service margin per asset must
be continuously measured and
optimized.

Spare Parts and Inventory
Alignment

Service efficiency depends on parts
availability. Tight integration
between service execution and
inventory planning reduces repeat
visits, expedites repairs, and
minimizes excess stock.

Financial Settlement and Cost
Transparency

Labor, parts, subcontracting, and
overhead must flow cleanly into
finance. Without this, service
profitability remains opaque and
difficult to govern.

Al-Enabled Decision Support

This is where the next wave of margin
improvement will come from.

Within SAP landscapes, this system
increasingly centers on SAP Service
Management, integrated with finance,
logistics, and asset management.



The Role of Al in Service & Repair Profitability

Al does not replace service organizations. It amplifies their effectiveness.

ClOs should view Al in service across four practical dimensions:

Predictive Service

Al models analyze asset history,
sensor data, and failure patterns to
predict issues before they occur.
This shifts service from reactive to
preventive, reducing high-cost
emergency repairs and increasing
contract renewals.

Intelligent Scheduling and
Dispatch

Al-driven scheduling optimizes
technician assignment based on
skills, location, parts availability,
and service priority. The result is
fewer truck rolls, higher
first-time-fix rates, and lower
cost-to-serve.

Technician Enablement

Al-assisted diagnostics and guided
repair workflows reduce reliance on
tribal knowledge. Less-experienced
technicians can resolve complex
issues faster, easing workforce
constraints.

Financial Intelligence

Al can identify cost anomalies,
warranty leakage, and margin
erosion patterns across service
types. This turns service margin
management from retrospective
reporting into proactive control.

Critically, Al delivers value only
when embedded into integrated
service processes. Standalone Al
tools without ERP integration
create insight—but not outcomes.
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Where ClOs Create Disproportionate Value

ClOs influence service margins less through incremental optimizations and more
through architectural and governance decisions.
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Design for First-Time Fix, Not Just
Dispatch

Repeat visits are among the largest
drivers of service cost. CIOs can
mandate architectures that
combine asset history, parts
availability, and technician skills at
the point of scheduling.

Eliminate Spreadsheet-Driven
Repairs

Where spreadsheets exist, margin
control does not. Manual tracking
introduces errors, delays, and audit
risk.
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Integrate Service with Financial
Truth

Service organizations often operate
with parallel reporting structures.
ClOs must ensure that every service
event—labor, parts, warranty,
rework—posts accurately into ERP
finance.
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Embed Al Where Decisions Are
Made

Al should support scheduling,
diagnostics, and financial
oversight—not sit in dashboards
disconnected from execution.

Common Pitfalls CIOs Must Avoid

Service transformations fail more often due to
governance gaps than technology limitations.

Excessive customization creates brittle systems

Fragmented ownership across IT, service
operations, and finance dilutes accountability

Al initiatives without process integration fail to

deliver ROI

Successful ClIOs anchor service initiatives in

measurable financial outcomes, not just operational

Improvements.




Measuring What Matters: The Service Margin Scorecard

To sustain momentum, CIOs should partner with finance leaders to institutionalize
a service margin scorecard that includes:

First-time-fix rate

Cost per service event

Spare parts recovery and reuse

Warranty leakage
Service contract renewal rates

Gross margin by service type (field,
depot, preventive)

These metrics elevate service
discussions from anecdotes to
economics.

The Strategic Payoff

When service and repair are designed correctly—integrated, Al-enabled, and
finance-aligned—the benefits are tangible:

Lower cost-to-serve without compromising service quality

Faster financial close and improved audit readiness

X Higher customer retention and lifetime value
N\
(@) A resilient revenue stream less exposed to product demand cycles

Most importantly, service becomes a predictable, governable profit engine.



Final Thought: The CIO Mandate Has Expanded

=N

For ClIOs operating complex SAP landscapes, service and repair can no
longer be treated as secondary processes. They sit at the intersection of
customer experience, operational efficiency, and financial performance.

Those who architect service deliberately—combining ERP discipline with

Al-driven intelligence—will unlock margins others continue to miss.

Service is no longer what happens after the sale.
It is where profitability is increasingly created—or quietly destroyed.
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