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SAP SD Make-to-Order Configuration Guide: A
Comprehensive Overview

Making products only after receiving a customer order - the make-to-order (MTO) process - requires careful
configuration within SAP SD (Sales and Distribution). This SAP SD Make-to-Order configuration guide will
walk you through the key settings and considerations for successfully implementing and managing MTO
processes in your SAP system. We'll cover essential aspects like material master configuration, sales order
processing, production planning integration, and crucial reporting functionalities. Understanding these elements is
crucial for optimizing your supply chain and ensuring customer satisfaction.

Benefits of Implementing Make-to-Order in SAP SD

Implementing a robust MTO process within your SAP SD system offers numerous advantages. By configuring your
system effectively, you can:

e Reduce Inventory Costs: MTO eliminates the need to hold large quantities of finished goods inventory,
freeing up capital and reducing storage costs. This is particularly beneficial for products with high
customization options or short product lifecycles.

* Increase Customer Satisfaction: MTO enables you to produce goods precisely to customer
specifications, leading to higher levels of satisfaction and repeat business. This is especially critical in
industries like custom manufacturing and engineering.

e Improve Production Efficiency: By aligning production directly with customer demand, you optimize
resource allocation and reduce waste associated with overproduction or obsolete inventory. Effective SAP
SD MTO configuration directly supports this efficiency.

e Enhance Order Fulfillment Accuracy: The integrated nature of SAP SD with other modules (like PP -
Production Planning) ensures that orders are processed and fulfilled accurately, minimizing errors and
delays. This is crucial for meeting customer deadlines.

e Better Capacity Planning: Accurate forecasting becomes more manageable with MTO since production is
triggered by actual customer orders, leading to better capacity planning and resource allocation.

Configuring SAP SD for Make-to-Order Processes

Configuring SAP SD for MTO involves several key steps, focusing primarily on the material master, sales order
processing, and integration with production planning (PP).

### Material Master Configuration for MTO

The material master data plays a crucial role. You must define the material as a "make-to-order" material. This
involves specifying the appropriate procurement type and specifying the relevant production process. This setup
dictates how the system handles procurement requests, triggering production only after a sales order is received.
Key aspects include:

* Procurement Type: Setting the correct procurement type (e.g., "E" for external procurement, "K" for
subcontracting, or "X" for production in-house) is crucial. For pure MTO scenarios, often the "X" is used.

* MRP Type: The material requirements planning (MRP) type must be set appropriately. Usually, this would
be a type that does not trigger automatic planned orders, as orders are triggered by sales orders only.

e Production Version: Define production versions specifying the bill of materials (BOM), routing, and other
production-related information. These production versions will be used during the production process.

##+# Sales Order Processing in MTO

The sales order process in MTO differs from make-to-stock. You will need to configure the sales order to
accurately reflect the customer's specific requirements, and the system will trigger the production process based
on the sales order. Key considerations include:

* Item Category: Selecting the correct item category is vital. Certain item categories specifically support
MTO processes.

e Scheduling Agreements and Contracts: For recurring or predictable MTO orders, scheduling
agreements and contracts can greatly streamline order processing and planning. This allows for efficient
management of long-term customer commitments.

e Order Confirmation: The order confirmation process plays a crucial role in communicating production
timelines and lead times to the customer.

### Integration with Production Planning (PP)
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A seamless integration between SAP SD and SAP PP is crucial for successful MTO implementation. This allows
automatic triggering of production orders based on sales orders. Key configuration aspects include:

* Sales Order - Production Order Conversion: Setting up the conversion process from sales orders to
production orders is essential. This ensures that the production planning module receives the necessary
information to schedule and execute production.

¢ Production Order Confirmation and Delivery: After production, the confirmed production orders need
to be linked to the delivery process in SD to ensure timely delivery to the customer.

Reporting and Monitoring in SAP SD Make-to-Order

Effective reporting is key to monitoring the performance of your MTO process. SAP SD provides several standard
reports and allows customization for specific requirements. These reports can track order status, production
progress, lead times, and delivery performance. Analyzing this data helps to identify bottlenecks and improve the
overall efficiency of the MTO process. Effective reporting contributes significantly to improved decision-making
and continuous improvement initiatives.

Conclusion: Mastering SAP SD Make-to-Order Configuration

Successfully configuring SAP SD for make-to-order processes requires careful planning and execution. By
thoroughly understanding the material master configuration, sales order processing, integration with PP, and
utilizing effective reporting, businesses can optimize their supply chain, reduce costs, and enhance customer
satisfaction. Remember that continuous monitoring and improvement are crucial to achieving long-term success
with your MTO strategy in SAP SD.

Frequently Asked Questions (FAQ)
Q1: What is the difference between Make-to-Stock (MTS) and Make-to-Order (MTO) in SAP SD?

Al: In MTS, products are manufactured before receiving customer orders and are kept in stock for immediate
delivery. In MTO, production starts only after receiving a customer order, allowing for customized products and
reduced inventory holding costs. The core difference lies in the timing of production relative to customer demand.

Q2: How do | define a material as "Make-to-Order" in the SAP material master?

A2: The material is designated as MTO through the procurement type in the material master. Usually, this is set to
'X' for in-house production. Other settings, such as MRP type and the production version (containing BOM and
routing), also need careful consideration and configuration.

Q3: How does the integration between SAP SD and SAP PP work in an MTO scenario?

A3: Upon saving a sales order with a relevant item category for MTO, the system uses predefined configurations
to automatically create a production order in PP. This ensures that production is triggered only after a confirmed
customer order is received. The status updates between the two modules need to be meticulously managed to
maintain data consistency.

Q4: What are the key reporting metrics to monitor in an MTO process?

A4: Key metrics include order fulfillment lead times, production cycle times, on-time delivery performance, order
backlog, production capacity utilization, and inventory turnover (which will ideally be low for an effective MTO
strategy). Regularly monitoring these metrics offers insights into areas needing improvement.

Q5: What are the common challenges faced when implementing MTO in SAP SD?

A5: Common challenges include inaccurate forecasting, improper material master setup, inadequate integration
between SD and PP, lack of proper communication and collaboration between departments, and insufficient
reporting capabilities. Thorough planning, training, and testing are vital to mitigating these challenges.

Q6: How can | customize the standard MTO process in SAP SD to meet specific business needs?

A6: SAP offers extensive customization options using user exits, enhancements, and custom developments. You
can adjust configurations related to sales order processing, production order creation, and reporting to reflect
specific company-unique processes and requirements. Consulting with an experienced SAP consultant is often
beneficial to navigate these customizations.

Q7: What is the role of the item category in MTO processing?

A7: The item category determines the specific processing flow for a sales order item, and some item categories
are specifically designed for MTO. The chosen item category influences how the order is processed, the
information collected, and how the production process is triggered. Selecting the correct item category is crucial
for the smooth functioning of the MTO process.

Q8: How can | ensure accurate lead time calculation in my MTO process?
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A8: Accurate lead time calculation requires precise data in the material master (including procurement times),
accurate routing and BOM in production planning, and well-defined scheduling parameters. Regularly reviewing
and updating these data elements are vital for ensuring accurate lead time estimates and meeting customer
expectations.

Mastering the SAP SD Make-to-Order Configuration Guide: A
Comprehensive Walkthrough

The intricate world of SAP SD (Sales and Distribution) can frequently feel like navigating a complicated jungle.
However, understanding the intricacies of configuring a Make-to-Order (MTO) process within this system is
essential for any organization aiming for optimized production and frictionless order fulfillment. This article serves
as your thorough guide, unraveling the key aspects of setting up and handling an MTO process in SAP SD. We'll
investigate the different configuration steps, highlight best practices, and present practical examples to confirm a
productive implementation.

Understanding the Make-to-Order Process in SAP SD

Before diving into the configuration details, it's necessary to grasp the fundamental ideas behind MTO. In a Make-
to-Order scenario, production exclusively begins after a customer order is submitted. This contrasts sharply from
Make-to-Stock (MTS), where products are manufactured in anticipation of demand. The MTO approach lessens
inventory holding costs and allows for greater versatility in catering customer-specific demands. However, it
requires a strong and effectively-configured SAP SD system to manage the entire process successfully.

Key Configuration Steps: A Step-by-Step Guide

The configuration of an MTO process in SAP SD involves several critical steps, each demanding careful attention.
Let's examine these steps in detail:

1. Material Master Configuration: The material master data holds a crucial role. You need define the material
as a Make-to-Order material, specifying the production process and any relevant characteristics. This includes
defining the relevant costing views and ensuring the material is correctly assigned to the appropriate material

group.

2. Sales Order Processing: The sales order is the core of the MTO process. Proper configuration ensures that
the system instantly triggers the production process upon order confirmation. This includes setting up order
types, scheduling agreements, and setting the necessary customizing settings for order creation and processing.

3. Production Planning and Control (PPC) Integration: Seamless integration with the PPC module is vital for
correct production scheduling and material availability checks. This requires setting up production versions,
routings, and work centers to define the manufacturing process.

4. Plant Maintenance and Production Planning Integration: Maintaining productive equipment and
correctly planning for production are directly connected. This includes using preventive maintenance orders to
keep plant and equipment in good working order, which directly impacts the ability to produce against confirmed
orders.

5. Inventory Management: Even in an MTO environment, some components might be stocked. Meticulous
configuration of inventory management settings ensures precise tracking of components, avoiding production
delays due to material shortages.

6. Customer Interaction and Communication: The MTO process necessitates clear communication with the
customer. SAP SD facilitates this via features like order tracking and tailored notifications.

Best Practices and Implementation Strategies
Successful implementation of an MTO process demands adherence to best practices. These include:

e Thorough Requirements Gathering: Accurately defining customer requirements and translating them
into exact material specifications is essential.

e Regular System Monitoring: Carefully monitoring key performance indicators (KPIs) lets proactive
identification of bottlenecks and possible problems.

» Effective Training: Adequate training of users on the configured system is essential for smooth operation.

* Change Management: Implementing a change management process helps minimize disruption during
and after the implementation.

Conclusion

Configuring an MTO process in SAP SD is a complex but rewarding endeavor. By thoroughly following the steps
outlined above and adhering to best practices, organizations can accomplish significant improvements in
productivity, customer satisfaction, and overall profitability.

Frequently Asked Questions (FAQ)
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1. Q: What are the key differences between Make-to-Order and Make-to-Stock?

A: Make-to-Order produces goods only after receiving a customer order, while Make-to-Stock produces goods in
anticipation of demand. MTO minimizes inventory but may have longer lead times.

2. Q: How does SAP SD integrate with other SAP modules in an MTO scenario?

A: SAP SD integrates seamlessly with PP (Production Planning), MM (Materials Management), and QM (Quality
Management) to ensure efficient order processing, material availability, and quality control.

3. Q: What are the challenges of implementing an MTO process in SAP SD?

A: Challenges include difficult configuration, the need for accurate demand forecasting, and the likelihood for
production delays if materials are not available.

4. Q: How can | ensure accurate costing in an MTO scenario?

A: Accurate costing demands meticulous material master data, exact routings, and regularly updated costing
information in the system.

This article provides a solid foundation for understanding and implementing MTO processes within the SAP SD
environment. By using the knowledge presented here, you can substantially enhance your organization's
functional productivity and competitiveness in today's dynamic marketplace.
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