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Implementing a robust Make-to-
Order (MTO) process within SAP
SD (Sales and Distribution) is

crucial for businesses operating
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in environments with high
product customization or low-
volume, high-value goods. This
comprehensive guide focuses
on the configuration of SAP SD
MTO, particularly within the
context of UKARMA (a fictional
company, used as a
representative example for
illustrative purposes),
highlighting key aspects of the
process and providing practical
implementation strategies.
We'll explore various aspects
such as *sales order
processing*, *material
requirements planning (MRP)*,
*production planning*, and
*process integration*.

Understanding the
SAP SD Make-to-
Order Process

Make-to-order manufacturing
fundamentally differs from
Make-to-stock. In MTO,
production only commences
after a customer order is
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received, ensuring the product
precisely matches specific
customer requirements. This
approach minimizes inventory
holding costs and reduces the
risk of obsolete stock,
particularly relevant for
UKARMA, a company
specializing in bespoke, high-
end furniture. Effective
configuration of SAP SD MTO
within UKARMA necessitates
careful consideration of several
key parameters.

##+# Defining Production
Process Steps

The initial step involves
defining the precise production
steps within UKARMA's
manufacturing process. This
typically includes defining
routing (operations sequence),
work centers (location of
operations), and capacity
requirements for each step.
Within SAP, this is achieved
through the creation of
production routings and work
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center definitions. For
UKARMA's custom-built
wardrobes, each routing may
include tasks like cutting,
assembly, finishing, and quality
control, each assigned to a
specific work center within their
factory. This detailed process
mapping is critical for accurate
*production planning* and
*material requirements
planning*.

##+# Material Master
Configuration for MTO

The material master data for
the finished goods (e.qg.,
bespoke wardrobes for
UKARMA) needs to be correctly
configured to reflect their MTO
nature. This includes specifying
the appropriate production type
(MTO) and defining the relevant
bills of material (BOMs), which
detail the components required
for each product variation.
UKARMA's BOMs would specify
different wood types, finishes,
hardware, etc., depending on
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customer specifications
captured in the sales order.
Proper *material master
configuration* is crucial for
accurate costing and material
procurement.

#4## Sales Order Processing
and Customization

Effective sales order processing
is critical in MTO. The SAP SD
configuration should facilitate
capturing all relevant customer
specifications, ensuring these
specifications seamlessly
translate into the production
process. For UKARMA, this
involves using configurable
materials, variant configuration,
and possibly custom-developed
screens to capture detailed
dimensions, materials, finishes,
and other features requested
by customers. The system must
ensure consistency between
sales order and production
order, which are seamlessly
created by the system based
on the accurate reflection of
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the *sales order processing*
data.

Benefits of
Implementing SAP
SD MTO for
UKARMA

The successful implementation
of a well-configured SAP SD
MTO process offers significant
benefits for UKARMA:

e Reduced Inventory
Costs: By producing only
what's ordered, UKARMA
minimizes storage space
needs and avoids
obsolescence costs.

e Improved Customer
Satisfaction: Producing
goods precisely to
customer specifications
enhances customer
satisfaction and brand
loyalty.

e Enhanced Efficiency:
Streamlined processes
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improve overall
production efficiency and
reduce lead times.

e Better Resource
Planning: Accurate
material requirements
planning and capacity
planning optimize
resource utilization.

e Accurate Costing:
Accurate costing models
ensure profitability on
individual projects, a
crucial factor for
UKARMA's bespoke
furniture.

Usage and
Implementation
Strategies for
UKARMA

Implementing the SAP SD MTO
module requires a phased
approach:

1. Requirements Gathering:
Thoroughly analyze UKARMA's
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production processes, material
requirements, and customer
order patterns.

2. Configuration: Configure
the SAP system according to
the requirements gathered in
step 1. This includes
customizing material masters,
routings, work centers, and
sales order processes.

3. Testing and Training:
Rigorous testing and user
training are vital for successful
implementation.

4. Go-Live: Carefully plan the
go-live process, ensuring
minimal disruption to
operations.

5. Post-Implementation
Support: Ongoing monitoring,
maintenance, and
enhancement are crucial for
long-term success.

Properly configuring the system
to accommodate *variant
configuration*, a crucial aspect
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of UKARMA's business model,
enables the company to
manage its diverse product
variations efficiently. This
ensures that the system can
handle the complexities
associated with numerous
custom-built furniture pieces.

Conclusion:
Optimizing
UKARMA's
Operations
Through SAP SD
MTO

Implementing SAP SD Make-to-
Order functionality presents
significant opportunities for
businesses like UKARMA to
enhance operational efficiency,
improve customer satisfaction,
and optimize resource
utilization. By carefully planning
and executing the
implementation, UKARMA can
leverage the power of SAP to
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streamline its processes,
reduce costs, and gain a
competitive edge in the
market. However, the success
of this implementation hinges
on accurate requirements
gathering, thorough
configuration, and dedicated
user training.

FAQ: SAP SD
Make-to-Order
Configuration

Q1: What are the key
differences between Make-
to-Order and Make-to-Stock
processes within SAP SD?

Al: Make-to-Stock (MTS)
involves producing goods in
anticipation of demand, while
Make-to-Order (MTO) produces
goods only after receiving a
customer order. MTS requires
larger inventory investments,
while MTO minimizes inventory
but may have longer lead
times.
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Q2: How does variant
configuration contribute to
effective MTO in SAP SD?

A2: Variant configuration allows
businesses to manage products
with many variations. UKARMA
can use it to define a
"wardrobe" as a configurable
material with options for size,
wood type, finish, and
hardware. The system
automatically generates the
BOM and routing based on the
customer’s choices.

Q3: What is the role of
material requirements
planning (MRP) in SAP SD
MTO?

A3: MRP ensures that all
necessary materials are
available at the right time for
production. In MTO, MRP is
triggered by the creation of the
production order, ensuring
components are procured or
released from stock precisely
when needed.
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Q4: How can | ensure
accurate costing for MTO
products in SAP SD?

A4: Accurate costing relies on
detailed BOMs, routings, and
labor cost allocations. Regular
reviews of the costing process
and appropriate assignment of
overhead costs are crucial for
accurate pricing and
profitability analysis.

Q5: What are the common
challenges faced during SAP
SD MTO implementation?

A5: Challenges include data
migration, user adoption,
process integration with other
SAP modules (like PP -
Production Planning), and
ensuring the system accurately
reflects the complexities of the
manufacturing process.

Q6: How can | optimize lead
times in an MTO
environment using SAP?

A6: Optimizing lead times

Sap Sd Make To Order Configuration Guide Ukarma
12



Sap Sd Make To Order Configuration
Guide Ukarma

involves refining production
routings, improving capacity
planning, streamlining order
processing, and potentially
implementing advanced
planning and scheduling (APS)
tools.

Q7: What are the key
performance indicators
(KPIs) for evaluating the
success of an MTO
implementation?

A7: Key KPIs include on-time
delivery performance, lead
times, inventory turnover,
customer satisfaction levels,
and production efficiency.

Q8: How can | ensure data
accuracy and consistency
throughout the MTO
process in SAP SD?

A8: Data accuracy relies on
well-defined master data
(material master, customer
master, etc.), consistent data
entry practices, regular data
validation, and using SAP's data
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governance tools.

Mastering SAP SD
Make-to-Order
Configuration: A
UKARMA-Focused
Guide

Navigating the nuances of SAP
SD (Sales and Distribution) can
feel like conquering a steep
mountain. However,
understanding the mechanics
of a Make-to-Order (MTO)
workflow within this versatile
ERP solution is crucial for every
organization aiming for
optimized production and
flourishing sales. This guide
focuses specifically on
optimizing MTO configurations
within the UKARMA (a
hypothetical example; replace
with your actual ERP system if
different) environment,
providing a thorough roadmap
for implementation and
ongoing success.
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Understanding the Make-to-
Order (MTO) Process in SAP
SD

The MTO approach is different
from Make-to-Stock (MTS). In
MTS, goods are produced based
on predictions of demand and
stored in stock before customer
orders are placed. In contrast,
MTO production only starts
once a customer order is
received, with requirements
often tailored to meet specific
client needs. This approach
minimizes excess from unsold
inventory but necessitates a
accurately configured SAP SD
system.

Key Configuration Elements
within UKARMA for MTO

Effective MTO management in
UKARMA hinges on several
critical configuration elements:

1. Material Master: The
Material Master data needs be
configured accurately to show
the MTO nature of the material.
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This includes specifying the
production process, pertinent
routings, and required BOMs
(Bill of Materials). Special
attention should be given to
configuring the procurement
type as "MTO" and defining the
relevant production
parameters.

2. Sales Order Processing:
Configuring the sales order
process correctly is critical. This
involves defining the sales
order types, relevant pricing
procedures, and output
controls. Careful attention to
the order-to-cash process
within UKARMA is essential to
guarantee timely and correct
invoicing and settlement.

3. Production Planning: The
integration between SAP SD
and SAP PP (Production
Planning) is essential in MTO.
This connection allows for
seamless order processing,
production scheduling, and
capacity planning. Careful
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consideration should be given
to specifying the production
strategies, resource
requirements planning (CRP)
parameters, and floor control
strategies.

4. Customizing the User
Interface (Ul): Improving the
Ul within UKARMA can
considerably enhance user
productivity. Adapting the
screens to display only required
information can simplify the
sales order processing process.

Best Practices for MTO
Implementation in UKARMA

* Robust Master Data:
Ensure completeness and
coherence of your master
data. Inaccurate data can
lead to issues and errors
throughout the entire
MTO process.

» Efficient Process
Flows: Establish clear
and efficient process
flows to limit bottlenecks
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and delays.

e Real-Time Visibility:
Utilize live data tracking
to detect potential issues
promptly and implement
corrective actions.

e Regular Testing:
Conduct regular testing
and verification to
guarantee the
correctness of the MTO
configuration.

e User Training: Provide
comprehensive training
to users on the correct
use of the MTO
functionality within
UKARMA.

Analogies and Practical
Examples

Imagine ordering a tailor-made
suit. The tailor (your
production) only starts working
once you provide your precise
measurements and selections
(your sales order). This is
analogous to MTO in SAP SD.
The system enables the
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capture of your requirements,
tracks the production progress,
and coordinates the delivery.

Conclusion

Successfully implementing and
managing an MTO process in
SAP SD, specifically within
UKARMA, demands a complete
understanding of the solution's
capabilities and meticulous
configuration. By adhering to
best practices and carefully
setting up the applicable
parameters, businesses can
utilize the potential of MTO to
improve customer loyalty,
optimize production processes,
and boost profitability.

Frequently Asked Questions
(FAQ)

Q1: What are the key
benefits of using MTO in
SAP SD?

Al: MTO reduces inventory
costs, improves customer
satisfaction through tailor-made
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products, and improves
efficiency by producing only
what's ordered.

Q2: How does MTO in
UKARMA integrate with
other SAP modules?

A2: MTO in UKARMA tightly
integrates with SAP PP
(Production Planning) for
production scheduling and
capacity planning, and with SAP
MM (Materials Management) for
procurement of components.

Q3: What are some common
challenges faced during
MTO implementation?

A3: Common challenges
include inaccurate master data,
inadequate production capacity
planning, and poor user
training.

Q4: How can | ensure the
accuracy of my MTO
configuration in UKARMA?

A4: Frequent testing,
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confirmation and thorough
master data maintenance are
crucial for ensuring the
accuracy of your MTO
configuration. Consider using
simulation scenarios to test the
platform thoroughly before go-
live.
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