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Chapter 1: Introduction to Production Planning with SAP S/4HANA
1.1 Understanding the Complexity of Production Planning
In today’s globalized economy, logistics and supply chain
management face greater challenges due to volatile, uncertain,
complex, and ambiguous conditions. Global supply chains, shorter
product lifecycles, and fluctuating customer demands increase the
complexity of production. SAP S/4HANA's production planning (PP)
module is designed to tackle these challenges by offering advanced
tools that streamline the production process and reduce uncertainty.
Production planning with SAP S/4HANA helps organizations forecast
demand based on historical data, synchronize production plans with
sales plans, and optimize the use of materials, capacity, and
resources. The integration between sales, procurement , finance, and
logistics ensures that the entire production process, from sales
orders to material procurement and production execution, flows
seamlessly.
1.2 Key Features of SAP S/4HANA in Production Planning
SAP S/4HANA provides several powerful tools to manage production
planning, including:
Master Data: The foundation of the PP module, including materials,
work centers, routings, bills of materials (BOM), and production
versions.
Sales and Operations Planning (S&OP): Forecasts sales and
production to meet customer demands, reducing the risk of
overproduction or underproduction.
Material Requirements Planning (MRP): Helps forecast material needs
and production schedules, ensuring the right amount of materials is
available at the right time.
Capacity Planning: Ensures production resources (machinery, labor)
are optimized for the forecasted production workload.
Demand-Driven Replenishment (DOR): Reduces the bullwhip effect in
supply chains by adjusting the supply plan in real-time based on
changes in demand.
The PP module also includes advanced features such as production
planning and detailed scheduling (PP-DS) and the Kanban system,
which automates stock replenishment through pull-based signals.



1.3 Types of Manufacturing in SAP S/4HANA
SAP S/4HANA supports three primary manufacturing types: Discrete
Manufacturing, Process Manufacturing, and Repetitive Manufacturing. Each
type has unique characteristics suited to different industries and production
processes.

Discrete Manufacturing: Common in industries like automotive and
consumer goods, discrete manufacturing uses production orders to
produce a wide range of products. The process is order-based, meaning
production is directly linked to specific customer orders.
Process Manufacturing: Used in industries like chemicals,
pharmaceuticals, and food and beverage, this type of manufacturing
deals with the production of materials in bulk or liquid form. The process
is continuous, and products are produced in batches based on specific
recipes and processes.
Repetitive Manufacturing: Suitable for high-volume, continuous
production, such as electronics or consumer goods, where the same
product is produced in large quantities. Repetitive manufacturing uses
planned orders to trigger production, and intermediate products are not
stored but directly moved through the production process.

1.4 Tools for Optimizing Production with SAP S/4HANA
Several key tools in SAP S/4HANA allow businesses to optimize their
production planning processes:

1.Material Requirements Planning (MRP): MRP is at the heart of SAP's
production planning capabilities. It calculates component requirements,
considering lead times, lot sizes, and other constraints. MRP ensures that
materials are available for production when needed.

2.Long-Term Planning (LTP): LTP helps simulate how changes in demand and
production requirements impact capacity utilization, inventory levels, and
procurement needs. It allows businesses to adjust plans before
committing to them, helping mitigate risks associated with demand
fluctuations.

3.Production Planning and Detailed Scheduling (PP-DS): PP-DS enables
advanced capacity planning and integrates material planning to ensure
that production processes are optimized. By simulating different
scenarios, businesses can balance demand, supply, and resource
availability more effectively.

4.Kanban: The Kanban system automates replenishment processes based
on pull signals. When materials or components are consumed, a Kanban
card signals the need for replenishment, reducing the manual work
involved in stock management.



1.5 Integration with SAP IBP (Integrated Business Planning)
SAP IBP is a powerful cloud-based solution integrated with SAP S/4HANA to
support end-to-end supply chain planning. It provides real-time visibility into
demand, supply, and inventory, enabling companies to optimize production
plans further.
Key features of SAP IBP include:

Sales and Operations Planning (S&OP): Facilitates long-term and mid-term
sales forecasting and synchronizes it with operations.
Demand Sensing: Uses real-time data to predict and respond to demand
changes, improving the accuracy of supply planning.
Inventory Management: Optimizes inventory levels across the entire supply
chain by balancing costs and service levels.
Supply Chain Control Tower: Provides real-time visibility and analytics for
the entire supply chain, enabling businesses to quickly identify and address
potential disruptions.

1.6 Comparing SAP ERP and SAP S/4HANA in Production Planning
SAP S/4HANA offers several advancements over its predecessor, SAP ERP,
particularly in production planning. Some notable improvements include:

MRP Live: In SAP S/4HANA, MRP Live processes production plans in real-
time, providing faster results and more accurate insights.
Integrated Capacity Planning: Capacity evaluation and leveling are
embedded in the planning process, providing a clearer picture of resource
utilization.
Simplified Production Versions: In SAP S/4HANA, production versions are
mandatory, helping streamline the production planning process across
different manufacturing types.

1.7 Conclusion: Maximizing Efficiency with SAP S/4HANA
Production planning in SAP S/4HANA offers companies the tools and flexibility to
optimize their manufacturing processes in today's complex supply chain
environment. With its robust features, including MRP, PP-DS, and integration with
SAP IBP, businesses can ensure that production plans are closely aligned with
customer demands, inventory levels, and available resources. By leveraging the
power of SAP S/4HANA, organizations can drive efficiency, reduce costs, and
respond to changes in demand with greater agility.
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Chapter 2: Organizational Structure in SAP
2.1 Introduction to the SAP Organizational Structure
Production planning with SAP S/4HANA closely reflects the real-world business
processes of a company, whether those processes are currently followed or will
be implemented once the SAP system is complete. This chapter explains the
importance of understanding and configuring the organizational structure of the
company in the SAP system, which is crucial for the seamless flow of operations.
The chapter will delve into the organizational units within SAP, including company
code, plant, and storage location, and explain how these units interact within the
system to ensure effective business processes.
The organizational structure in SAP is designed to mirror the company's legal and
reporting requirements while facilitating production planning. SAP S/4HANA
ensures that all relevant data is captured and structured within a defined
framework, making it possible to evaluate performance, report financials, and
support operational needs.
2.2 Breaking Down the Structure into Units
The process of defining the organizational structure in SAP is one of the first and
most intensive activities during the system implementation phase. This process
requires collaboration between business analysts, SAP consultants, and process
owners to ensure the system accommodates both legal and reporting
requirements.
It's critical that the organizational structure is neither too generic nor overly
detailed. A balance must be struck to allow for meaningful insights while
preventing complexity that could hinder system performance. The structure
should also consider future needs, ensuring that elements which may become
necessary down the road are included from the start.
The structure applies across all manufacturing types: discrete, process, and
repetitive. The highest level of the organizational structure is the client. Below the
client, we find the company code, which reflects the financial reporting needs of
the business. The valuation area, linked to the plant, ensures material valuation
consistency. Each plant can house multiple storage locations for physical or
virtual material storage.
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2.3 The Key Organizational Units in SAP
The organization of business processes in SAP S/4HANA is based on several
key units, each playing a vital role in production planning. Below is an
overview of the important units:

Client: The client represents the highest level of the organizational
structure. It is often used to manage separate legal entities within the
company. SAP systems typically have multiple clients for development,
quality assurance, and production environments.
Company Code: Below the client, the company code is where financial
transactions and reporting are handled. Each company code reflects a
separate legal entity with its own balance sheets and income statements.
Plant: The plant represents the location where manufacturing,
procurement, or services occur. A plant can be a physical manufacturing
site or a logical grouping of locations within a company. A company code
can have multiple plants, each managing different operational tasks, such
as inventory management and material planning.
Storage Location: Within each plant, storage locations are used to define
where materials are stored. These can be physical locations like
warehouses or virtual locations like production floors. A plant can have
multiple storage locations, each dedicated to different types of materials
or processes.

2.4 Client, Company Code, and Plant Overview
The diagram below illustrates the organizational structure in SAP, showing the
hierarchical relationship between client, company code, and plant. Each
company code is associated with a specific valuation area and can have one
or more plants linked to it. This structure allows for a detailed breakdown of
operations while ensuring that all financial and logistical activities are
properly tracked.

Client: Represents the highest level in the SAP system.
Company Code: Linked to a specific legal entity within the company.
Plant: A specific manufacturing or operational unit within the company.
Storage Location: Represents the physical or virtual storage for materials.

2.5 Configuration and Customization of Organizational Units
The process of configuring the SAP system starts with defining and
customizing these organizational units. During the implementation phase, the
business process owners and SAP consultants ensure that the structure
reflects the company’s operational and financial requirements. The steps
include:

1.Client Configuration: Defining the client in the SAP system ensures that
the highest organizational layer is established. This is crucial for
segregating different sets of data, such as development, testing, and
production.

2.Company Code Setup: The company code is set up in SAP S/4HANA
under the Enterprise Structure configuration. This code is linked to
financial accounting (FI) and used to create financial reports such as
balance sheets and profit/loss statements.



          3. Plant Setup: Plants are set up within the system to manage all activities                   
related to manufacturing, procurement, inventory, and planning. The plant
configuration is vital for managing day-to-day production and material
requirements planning (MRP).
2.6 SAP Calendar Setup for Scheduling
In SAP, the calendar plays a critical role in managing working and non-working
days, as well as holidays that may impact production schedules. To ensure proper
planning and execution, the SAP system requires the setup of public holidays,
holiday calendars, and factory calendars, which are assigned to plants and
incorporated into production schedules.
Steps to configure the SAP calendar:

1.Public Holidays: These holidays are defined and categorized by their dates or
floating status. Floating holidays depend on specific factors, such as lunar
observations or religious events.

2.Holiday Calendar: A collection of public holidays that are assigned to various
company plants. This calendar helps manage non-working days across
different regions.

3.Factory Calendar: This calendar is specific to each plant and integrates public
holidays with regular working days, ensuring that the system recognizes plant-
specific schedules.

2.7 MRP Controllers, Capacity Planners, and Production Schedulers
To ensure smooth production planning, certain roles need to be defined and
assigned within SAP S/4HANA:

MRP Controllers: Responsible for managing material requirements planning,
MRP controllers ensure that materials are available when needed. They work
closely with production and procurement departments to ensure a consistent
flow of materials.
Capacity Planners: These professionals are responsible for assessing the
availability of production resources, such as machinery and labor. Capacity
planners also manage the leveling of workloads across work centers to avoid
bottlenecks.
Production Schedulers: The production scheduler oversees the
implementation of the production plan, ensuring that the schedule aligns with
capacity and material availability.

These roles are integrated into the SAP system, where their responsibilities are
reflected in specific configuration areas and linked to relevant master data.
2.8 Summary of Organizational Structure in SAP
This chapter provided an in-depth look at the SAP organizational structure,
highlighting the importance of key units like client, company code, plant, and
storage location. Each unit plays a vital role in ensuring that business processes
are mapped effectively to the SAP system. The configuration of these units allows
for seamless production planning, material management, and financial reporting.
Furthermore, understanding the integration of roles like MRP controllers, capacity
planners, and production schedulers ensures that the organization can optimize
its production processes.
 


