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1. Materials Management Overview
1.1 What Is Materials Management?

Definition: Materials management refers to the process of
overseeing and controlling the flow of materials in an
organization. This involves procurement, inventory
management, and logistics, ensuring the right materials are
available at the right time and place.
1.1.1 Materials Management in SAP S/4HANA:

SAP S/4HANA integrates materials management with other
modules, providing real-time information about inventory
levels, order tracking, and supplier management.

1.1.2 Materials Management in Logistics:
Materials management directly impacts logistics, ensuring
seamless operations from the procurement of materials to
the delivery of finished products.

1.2 Materials Management Integration
1.2.1 Material Flow of the Supply Chain

The material flow describes the physical movement of goods
from suppliers to warehouses, manufacturing units, and finally
to customers.

1.2.2 Information Flow of the Supply Chain
This involves the data and information shared among supply
chain stakeholders, such as suppliers, manufacturers, and
retailers, ensuring smooth communication and decision-
making.

1.2.3 Financial Flow of the Supply Chain
Financial flow refers to the monetary transactions related to
the procurement and movement of materials, including
payments to suppliers, budgeting, and forecasting.
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3. Summary
Effective materials management requires an integrated
approach, where the physical, information, and financial
flows are aligned to achieve operational efficiency and
cost savings.

2. Organizational Structure in SAP
2.1 Mapping Business Functions of a Company in the SAP
System
SAP allows companies to map their organizational structures
and functions, ensuring efficient processes and data
management across departments.
2.2 Client Structure in the SAP System
2.2.1 What Is a Client?
In SAP, a client is a self-contained unit that represents a
corporate group. It has its own set of data, independent of
other clients.
2.2.2 Clients in the SAP Landscape
Clients help segregate data and ensure that different
business units or subsidiaries can operate independently
within the same system.
2.2.3 Change and Transport System
This system allows for the management of changes in the
SAP landscape, ensuring smooth updates and transport of
data between different clients.
2.3 Company Codes
2.3.1 What Is a Company?
A company represents a legal entity within an organization,
with its own financial records and reports.



2.3.2 Creating a Company Code
A company code is defined in SAP as a unit for financial
accounting, where transactions like financial statements and
budgeting are recorded.

2.4 Plants
2.4.1 What Is a Plant?

A plant in SAP refers to a location where materials are
produced, stored, or distributed. It can represent a
manufacturing facility, warehouse, or sales location.

2.4.2 Prerequisites for a Plant
Prerequisites include defining the plant’s role in the supply
chain, its associated company codes, and its storage
capabilities.

2.4.3 Defining a Plant
In SAP, a plant is defined with detailed parameters such as
location, material handling, and production capabilities.

2.4.4 Valuation Level
The valuation level defines whether inventory is valued at the
plant or company code level. It affects how costs are
managed and reported.

2.4.5 Assigning a Plant to a Company Code
Plants are linked to specific company codes to align their
financial and logistical operations.

2.5 Storage Locations
2.5.1 What Is a Storage Location?

A storage location is where materials are physically stored. It
could be a warehouse, shelf, or bin.

2.5.2 Defining a Storage Location
In SAP, defining a storage location involves specifying details
like inventory handling methods and storage capacity.

2.5.3 Automatic Creation of Storage Location Data
SAP allows for the automatic generation of storage location
data, streamlining the process of inventory management.
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2.6 Purchasing Organizations
2.6.1 What Is a Purchasing Organization?

A purchasing organization is responsible for procuring
materials for one or more plants. It is a central unit in the
procurement process.

2.6.2 Types of Purchasing Organizations
Types include centralized and decentralized purchasing
organizations, which define how purchasing is managed across
different locations.

2.6.3 Creating a Purchasing Organization
In SAP, purchasing organizations are created and assigned to
plants and company codes to streamline procurement
processes.

2.6.4 Assigning a Purchasing Organization to a Company Code
This ensures that purchasing activities are aligned with the
financial structure of the company.

2.6.5 Assigning a Purchasing Organization to a Plant
This links purchasing decisions to specific plants, optimizing
material flow and cost management.

2.6.6 Assigning a Purchasing Organization to a Reference
Purchasing Organization

This allows for consistent procurement practices across
different plants or companies by using reference purchasing
organizations.

2.7 Purchasing Groups
Purchasing groups are smaller units within purchasing
organizations that are responsible for specific categories of
materials or suppliers.



Booklets are printed materials with four or more pages,
containing details about a business, event, product, promotion,
etc. They are also known as catalogs or pamphlets, and are
usually created to communicate a message to a wide variety of
audiences.

Aside from keeping people informed, beautifully designed
booklets can also be brought home as a keepsake. These
visually appealing platforms are easy to distribute as well, and
can be handed out during expos and other events, making your
brand truly memorable.
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2.8 SAP Calendar
2.8.1 Public Holidays
SAP allows the definition of public holidays, ensuring that
business processes align with regional holiday schedules.
2.8.2 Holiday Calendar
This calendar defines the specific holidays in a region, enabling
the system to adjust workflows accordingly.
2.8.3 Factory Calendar
Factory calendars are used to define the working days and
hours for production plants, ensuring that material flow aligns
with factory schedules.

Conclusion
This e-book provides a comprehensive overview of materials
management in SAP S/4HANA, covering its integration with
logistics and the organizational structure within SAP. By
understanding key concepts like purchasing organizations,
storage locations, and plant management, businesses can
optimize their supply chain and material management
processes for greater efficiency and cost savings.


