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To successfully manage this client environment, there should be strict procedures
and security so that the integrity of the clients is maintained.

2.1.3 Defining a Client

There are four aspects to be considered when defining a client. These are
described below.

Organizational Structure
The customer should define a client as the highest organizational unit in its orga-
nizational structure. The client is the basis for the construction and configuration
of other organizational units.

Business Environment
A client should be a representation of a holding company or group of companies
in the physical business world.

Technical Environment
The client defines the boundary of the master data. The information can only be
accessed inside the client.

Work Environment
The client is the work area that end users interact with the system. Ninety percent
of the tables in the client are client dependent.

2.1.4 Correction and Transport System (CTS)

Changes created in the development client must be moved, or transported, to the
quality client for testing and then to the production client. The CTS is the vehicle
by which you can move objects such as programs, screens, configurations, or
security settings from one client to another. The CTS provides consistency
between the clients by maintaining log entries. The CTS provides a standardized
procedure for managing and recording changes made to a client.

When you are configuring functionality in the development client that has been
designated as the client to migrate from, you will find that saving the configura-
tion will require extra steps.

On saving, there will be an Enter change request dialog screen. This will require
you to either add this configuration step to an existing Customizing request or to
create a new request. If you opt to create a new request, another pop-up screen
will appear that requires a short description of the change you are making and
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that may default the other information, such as your user ID, source client, cate-
gory, and target client. If the target client is blank, ensure that you enter the cor-
rect target client for your change request.

On saving this change request, the system will display the change-request num-
ber. The system will have saved the configuration change you have made and
logged that change in the change request.

The change request can be viewed by using transaction code SEO1. On the initial
screen, enter the change request number, or press F4 to find your request. Click
on the display button and the request will be displayed. By expanding the view it
is possible to see the changes that have been made to the tables in the current cli-
ent and that will be migrated to the target client. If you have authorization, you
may also release the change request so that it can be migrated. If you do not have
authorization, the change request will need to be released by a designated
resource.

By using transaction code SE10, you are able to see all requests and repairs that
are owned by a user ID. It is important to note that a change request cannot be
released if it is empty, if the objects are not locked properly, or if the objects are
not locked in another task or change request. The next section will explain the
functionality of company codes, creating and assigning a client.

2.2 Company Code

2.2.1 What is a Company?
The U.S. Census Bureau (2002) defines a company as follows:

"A company comprises all the establishments that operate under the ownership or
control of a single organization. A company may be a business, service, or member-
ship organization; it may consist of one or several establishments and operate at
one or several locations. It includes all subsidiary organizations, all establishments
that are majority-owned by the company or any subsidiary, and all the establish-
ments that can be directed or managed by the company or any subsidiary."

SAP defines a company and a company code separately. SAP defines a company
as the smallest organizational unit for which legal financial statements can be pre-
pared. A company can contain one or more company codes, but they must use
the same chart of accounts and the same fiscal-year breakdown.

SAP defines a company code as the smallest organizational unit for which a com-
plete self-contained set of accounts can be drawn up. You will be able provide
data for generating balance sheets and profit-loss statements. The company code
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will represent legally independent companies. Using more than one company
code allows a customer to manage financial data for different independent com-
panies at the same time.

For example, when a customer is deciding on its organizational structure, the cus-
tomer can use one or many company codes. Thus, if a U.S. company has compo-
nents of its organization in Canada and in Mexico, it may decide that it should use
three company codes. The company-code currencies can be different for each
component, but they would be required to use the same chart of accounts.

2.2.2 Creating a Company Code

The creation of a company and company codes is usually part of the Financials
configuration, but you may need to create these on occasion.

The company field is defined in transaction OX15. It is defined as a six- character
alphanumeric string. The navigation path is IMG - Enterprise Structure - Defini-
tion - Financial Accounting - Maintain Company.

The company code can be created using transaction OX02. The navigation path is
IMG - Enterprise Structure - Definition - Financial Accounting - Define, Copy,
Delete, Check Company Code. The field is defined as a four-character alphanu-
meric string. In transaction OX02, it is possible to copy from an existing company
code and change the name, city, and country to your company details. This trans-
action will update table TOO1.

After creating the company code, you will need to maintain the company- code
address. To do this you need to use transaction OBY6. This transaction will update
table SADR.

2.2.3 Assigning a Company Code

Once a company code has been defined, it must be assigned to a number of
objects. In the IMG, there are a number of financial configuration steps that need
to be carried out. The company code can be assigned to the following:

» Credit Control Area

» Financial Management Area

» Company

The next section follows on from the SAP structure of a company to the structure,
creation and assignment of a plant.
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2.3 Plants

2.3.1 What is a Plant?

The definition of a plant depends on its use. From a materials-management view,
a plant can be defined as a location that holds valuated stock. A production-plan-
ning view defines a plant as an organizational unit that is central to production
planning. A plant also can be defined as a location that contains service or main-
tenance facilities. The definition of a plant will vary depending on the need of the
customer.

2.3.2 Prerequisites for a Plant

Before setting up a plant, certain other settings need to be defined. These are
described below.

Factory Calendar

A factory calendar identifies the workdays, public holidays, and company holi-
days. The SAP system is delivered with some factory calendars, but a new factory
calendars can be configured based on a company's schedule.

Country Key
A country key is required to define a plant. The system is delivered with country
keys, and new country codes need to be configured if they are not in the system.

Region Keys
A region code is required along with the country code. The region is defined as a
state or province associated with a country.

2.3.3 Defining a Plant

A four-character string defines the plant field. It can be configured using transac-
tion OX10. The navigation path is IMG - Enterprise Structure - Definition -
Logistics— General - Define, Copy, Delete, Check Plant.

Figures 2.1 and 2.2 show, respectively, the program screen for entering initial
plant information and the screen for entering secondary information once the ini-
tial information is entered.
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Figure 2.2 Screen for Entering Secondary Information
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2.3.4 Valuation Level

The valuation level is an important configuration step because it specifies the level
at which material stocks are valuated for the whole client. There are two options
for the valuation level: plant level or company code level.

The valuation level can be defined using OX14. The navigation path is IMG -
Enterprise Structure - Definition - Logistics—General - Define Valuation Level.

There are several situations in which there should be valuation at the plant level,
e.g., if Production Planning or Costing will be implemented, or if the application
is using the SAP retail system. Once a valuation is determined, it should not be
changed.

2.3.5 Assigning a Plant

Once a valuation level has been established, it is possible to assign a plant to an
existing company code. This assignment is performed so that all plant transactions
can be attributed to a single legal entity; that is, a company code. This can be
achieved in OX18. The path for this transaction is IMG - Enterprise Structure -
Assignment - Logistics—General - Assign Plant to Company Code.

Figure 2.3 illustrates the assignment of plants to company codes. A plant is
assigned to one company code, but a company code can have more than one
plant assigned to it.

™ Change Yiew "Storage locations™: Overview

Table Wiew Edit Goko  Selection  Utilities  System  Help

@ |l -ladleee
% New Entries )
Dialog Struchure Plant aned
. —
SLaoc | Description 1
8ee1| 000 1=l
8882 ooz I~
Boos| 0003
4 4 |
k] Fositian... |

Figure 2.3 Assignment of Plants to Company Codes
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This section has described the importance of the plant within the organizational
structure and now in the next section, the storage location functionality is explained.

2.4 Storage Locations

2.4.1 What is a Storage Location?

In its systems, SAP traditionally defines a storage location as a place where stock
is physically kept within a plant. There will always be at least one storage location
defined for one plant. It is the lowest level of location definition within the Mate-
rials Management module.

When we look at a physical storage location, there are no set rules on how a stor-
age location should look. Some SAP customers may have a highly developed
inventory-monitoring system that uniquely defines a physical location, storage
bin, tank, tote, tray, draw, cabinet, etc., as a location that contains inventory sep-
arated from other inventory. Depending on the physical size of the materials
involved, this may be as small as a 5cm square bin or as large as a whole building.

Some customers may not have sophisticated inventory systems, and you may be
presented by a location with no obvious storage definitions. Materials may not be
stored in individual locations and may be mixed without procedural picking or
placement strategies. In this case, an assessment of the current state and propos-
als on how to re-engineer the storage facility would be appropriate before trying
to define storage locations.

Although the storage location is the lowest location level in Materials Manage-
ment, it is not the lowest level in the SAP system. Depending on the requirements
of the SAP customer, the number of materials that are stored, the number of
unique locations, and the sophistication of the customer's current inventory sys-
tem, there may be a need to implement the Warehouse Management module.
This provides the opportunity to manage inventory at a bin level.

When Warehouse Management (WM) is implemented in an SAP system, there is
a need to tie the Warehouse Management functionality to Materials Manage-
ment. This is achieved by assigning a warehouse to a storage location or number
of storage locations.

2.4.2 Defining a Storage Location

A four-character string defines the storage location. It can be configured using
transaction OX09. The navigation path is IMG - Enterprise Structure - Definition
- Materials Management - Maintain Storage Location.

Storage Locations
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Enter the plant number in the initial screen of OX09 (see Figure 2.4). This will
then direct you to the screen shown in Figure 2.4. Press the New Entries button
and then you can add the storage location number and a description. Then high-
light your new storage location and click on the addresses of storage location in
the dialog structure.

Click on the New Entries field to enter a number for the storage location address
(see Figure 2.5). This can be up to three characters. Once entered you will be
directed to another screen for the entry of secondary information such as address
and telephone number. This screen is shown in Figure 2.2.
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Figure 2.4 Initial Screen of OX09
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Figure 2.5 Entering a Number for the Storage Location Address
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2.4.3 Automatic Creation of Storage Locations

It is possible to create storage locations automatically when an inward goods
movement for a material is performed. The configuration needs the plant and/or
the type of movement to be defined to allow the automatic creation of storage
locations.

This configuration can reduce storage-location data maintenance. The automatic
storage location will only be activated is the movement is for normal stock, not
special stock.

This configuration can be entered using transaction OMB3. The navigation path is
IMG - Materials Management - Inventory Management and Physical Inventory
- Goods Receipt - Create Storage Location Automatically.

Automatic creation of storage locations can be set for each plant where this func-
tionality is needed (see Figure 2.6) or for a particular goods movement (see Figure
2.7).
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Figure 2.6 Automatic Storage-Location Creation by Plant

The storage location is the lowest level of the organizational structure of the MM
module. However, in the next section we will examine how the Warehouse Man-
agement module interfaces with the MM module.
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Figure 2.7 Automatic Storage-Location Creation by Movement Type

2.5 Warehouse and Storage Types

Although not part of Materials Management functionality, it is important to
understand the integration points with Warehouse Management (WM). It is
important for MM users to have some knowledge of WM as many companies
implement both MM and WM. The warehouse is linked to the MM module by
assigning the warehouse to the storage location in MM and if a company has WM
and MM activated, the goods movements will require knowledge of the major
elements of WM.

A warehouse is a physical location that contains defined areas that are called Stor-
age Types, and these are then further divided into smaller locations called Storage
Bins. In Warehouse Management, it is possible to define stock placement and
picking strategies based on material location and sequence.

To create a warehouse, use the following path IMG - Enterprise Structure - Def-
inition - Logistics Execution - Define, Copy, Delete, Check Warehouse.

The warehouse is defined by a three-character string (see Figure 2.8). There are no
address details associated with a warehouse.
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™ Change Yiew "Define warehouse number: Overview
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Assign a Warehouse to Plant and Storage Location

to a storage location. The navigation path for assigning a warehouse to a plant and

storage location is IMG - Enterprise Structure - Assignment - Logistics Execu-
tion - Assign Warehouse Number to Plant/Storage Location. Figure 2.9 shows

the display view.
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Figure 2.9 Assigning a Warehouse to a Plant/Storage Location Combination.
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2.5.2 Storage Type

A storage type is defined as an area of the warehouse that is a sub-section con-
taining a number of storage bins. The storage type is available to the warehouse
user for creating searches based on storage types. Common storage types in a
warehouse will be areas such as Cold Room, Bulk Storage, and High Rack Area.
Storage types pre-defined by SAP are called interim storage types. These are
defined numerically from 900 to 999. The areas are used by SAP for movement
postings such as goods receipt, goods issue, and posting differences.

The navigation path for creating storage types is IMG - Logistics Execution -
Warehouse Management - Master Data - Define Storage Type.

Each warehouse can have any number of storage types defined (see Figure 2.10).
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Figure 210 Warehouse with Storage Types Defined

2.5.3 Storage Sections and Storage Bins

A subdivision of the storage type is the storage section. This is simply a group of
similar storage bins. Even if the customer does not want to define storage sec-
tions, one storage section must be defined per storage type. This is normally
defined as 001 in the IMG. The navigation path is IMG - Logistics Execution -
Warehouse Management - Master Data - Define Storage Section.
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Storage bins are the lowest level of storage. Storage bins are not defined in the
IMG. Authorized warehouse staff can quickly and frequently change these. Stor-
age bins can be defined manually using transaction LSOTN or automatically by
using transaction LS10.

Now that the structural organization of Materials Management is defined for the
physical elements, the next section goes on to explain an important logical aspect
of MM, the Purchasing and the Purchasing Organization.

2.6 Purchasing Organization

2.6.1 What is a Purchasing Organization?

The purchasing function within SAP customers can range from simple to very
complex. The largest SAP customers may spend hundreds of millions of dollars in
purchasing each year and have a sophisticated purchasing department that works
at many different levels, from strategic global procurement to low-level vendor
relationships. SAP can be defined to allow all purchasing departments to be accu-
rately reflected.

A purchasing organization is simply defined as a group of purchasing activity that
is associated with all or a specific part of the enterprise.

2.6.2 Types of Purchasing Organizations

Purchasing at an Enterprise Level

Purchasing for a SAP customer may take place at the highest level within an orga-
nization. If a customer has a central purchasing department that co-ordinates pur-
chasing for all companies within the enterprise, then the purchasing organization
can be configured in that manner. The purchasing organization is defined in SAP
and then assigned to all companies.

Purchasing at the Company Level

If a SAP customer does not have a single enterprise wide purchasing function, it
may have purchasing centralized for each company. This may be appropriate for
customers with companies in various countries, in which case an enterprise pur-
chasing department may not be possible. In this scenario the purchasing organi-
zation is created and assigned for each company code. Even with this scenario, a
purchasing organization may cover several companies. For example, a purchasing
organization for Latvia may be assigned as the purchasing organization for the
companies based in the countries of Latvia, Lithuania, and Estonia.

Purchasing Organization
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The purchasing organization can be assigned to a company code by using transac-
tion OX01. The navigation path is IMG - Enterprise Structure - Assignment -
Materials Management - Assign Purchasing Organization to Company Code.

Purchasing at the Plant Level

In an enterprise that has companies with large autonomous plants the purchasing
decisions may be made at a local level. The SAP customer may decide that assign-
ing one purchasing organization to one company is not appropriate, and it would
be a better business decision to assign a purchasing organization at the plant. This
scenario has an advantage when the vendors are at a local level and few vendors
supply materials or services to more than one plant.

The purchasing organization can be assigned to a plant transaction OX17. The
navigation path is IMG - Enterprise Structure - Assignment - Materials Manage-
ment - Assign Purchasing Organization to Plant.

Reference Purchasing Organization

One purchasing organization can be defined as a reference purchasing organiza-
tion. This is a purchasing organization that can be set up as a strategic purchasing
department. In large companies, the strategic purchasing function analyses pur-
chasing data and works to negotiate the best prices for material and services from
global vendors. This strategic purchasing department can obtain prices and special
conditions that can be used by purchasing organizations across the enterprise.

Often this reference purchasing organization is not assigned to any company
code, as it is a function of the whole enterprise. A purchasing organization must
be assigned to this reference purchasing organization to have access to the infor-
mation on the system.

To assign a purchasing organization that will reference another purchasing organi-
zation, the navigation path is IMG - Enterprise Structure - Assignment - Materi-
als Management - Assign Purchasing Organization to Reference Purchasing
Organization.

2.6.3 Create a Purchasing Organization

The navigation path to create a purchasing organization is IMG - Enterprise
Structure - Definition - Materials Management - Maintain Purchasing Organi-
zation.

Figure 2.11 shows the screen for creating a purchasing organization.
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Figure 2141 Creating a Purchasing Organization

2.6.4 Purchasing Groups

An SAP customer has the opportunity to define its purchasing department below
the level of purchasing organization. The purchasing group can be defined as a
person or group of people dealing with a certain material or group of materials
purchased by through the purchasing organization.

The purchasing group is defined in configuration. The navigation path is IMG -
Materials Management - Purchasing - Create Purchasing Groups.

The purchasing group is a three-character alphanumeric field and is entered along
with a description, telephone and fax number.

In this chapter we have seen that knowledge of the SAP organizational structure
is important to anyone working on an SAP implementation. Each company will
create its own version of the SAP landscape, correction and transport and other
technical elements. It is important that you understand what these are and how
your company adopts them. Understanding the principle of the Materials Man-
agement structure is important to anybody working with the module, whether as
a configurator or while advising a company on the organizational structure.
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