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ABSTRACT

Material management play an important role in construction industry. As far as real estate sector is consider
construction material may constitute more than 60% cost of the total project cost. Material management is a
scientific technique, concerned with planning, organizing and control of flow of materials, from their initial
purchase to destination. System Application and Product (SAP) can help organization to reduce operating costs,
generate more accurate forecasts of material, manage and maintain the inventories of material, accelerate
procurement, and enhance the delivery-storage-consumption of material at right time. To implement an integrated
system of materials management, there must be a central database wherein anyone in the company can find out all
information about any material passing through the plant. SAP streamlines all the business functionalities and gives
desired result in one click. An SAP system can help to improve the communication within an organization. SAP is
user friendly i.e. information will be obtained as and when required. By using SAP (Materials Management-Module)
for real estate construction industry, the product can be ordered and received within safety period. This Paper
contains a detail study of Material Management module implemented by a Kalpataru Ltd. A real estate company

from pune.

Key Words: Material Management (MM), Construction Material, SAP (System Application and
Product)

I INTRODUCTION
Material management plays an important role in construction real estate industry. Material a only single component
constitute a major cost of project. Material may constitute more the 60% cost of the total project cost. The control of

materials is a very important and vital subject for every company and should be handled effectively for the
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successful completion of a project. Proper material management can also increase the overall profit of the company.

Material management is a scientific technique, concerned with planning, organizing and control of flow of materials,

from their initial purchase to destination. Material management contains mainly four processes i.e.

Planning,
Procurement,
Logistic

Inventory.

Material management (MM) module of SAP is the best solution for material management in construction industry.

By using SAP a 100 % data related to material management is centrally stored/saved on the server. SAP streamlines

all the business functionalities and gives desired result in a single click. An SAP system can help to improve the

communication within an organization. SAP is user friendly i.e. information will be obtained as and when required.
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1.2

Objectives of Material Management

Efficient material planning.

Buying or purchasing.

Procuring and receiving.

Storing and inventory control.

Supply and distribution of material.
Quality assurance.

Good supplier and customer relationship.

Improved departmental efficiency.

Functions of Material Management

(A) Primary Functions

Materials Requirements Planning.
Purchasing.

Inventory Planning and Control.

Ascertaining and Maintaining the Flow and Supply of Materials.

Quality Control of Materials.

Departmental Efficiency.

(B) Secondary Functions.

Standardization and Simplification.
Make and Buy Decisions.
Coding and Classification of Materials.

Forecasting and Planning.
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I MATERIAL MANAGEMENT MODULE OF SAP

2.1 SAP - System Application & Products

(SAP) is basically designed to create a common centralized database for all the applications running in all the
departments in an organization. The kind of application you can manage includes —

. Logistics & Material Management
o Finances
. Reporting, HR etc

The original name for SAP was Systeme, Anwendungen, Produkte (In German). The system comprises of a number
of fully integrated modules, which covers virtually every aspect of the business management. It eliminates the
duplication and redundancy in data. Increases productivity, efficiency and better management of resources.

Improves Customer Service through better Customer Interaction.
2.2 Features of SAP MM

The features of a SAP MM system are as follows:-

. SAP MM is one of the modules of SAP that deals with material management and inventory management.

. Material Management as a process ensures no shortage of materials or any gaps in the supply chain process of
the organization. SAP MM speeds up the procurement and material management activities, making the
business run smoothly with complete time and cost efficiency.

. It deals with managing the materials (products and/or services) and resources of an organization with the aim
of accelerating productivity and reducing costs. At the same time, SAP MM is quite versatile to accommodate
changes that are frequent in any business environment.

. It deals with the Procurement Process, Master Data (Material & Vendor Master), Account Determination &

Valuation of Material, Inventory Management, Invoice Verification, Material Requirement Planning, etc.
2.3 SAP Structure in Materials Management

The Organizational Structure in MM is made up of following Organizational Levels:

1) Client:

Represents a grouping or combination of legal, organizational, business and or administrative units with a common
purpose.

2) Company Code:

Company Code represents an independent accounting unit within a client. Each company code has its own balance
sheet and its own profit and loss statement.

3) Plant: Operational unit within a company code.

4) Storage Location:
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This level contains the data specific to a storage location. Stock levels are an example of the data maintained for

each storage location.

5) Purchasing Organization:

An organizational unit responsible for procuring materials or services for one or more plants and for negotiating

general conditions of purchase with vendors. The purchasing organization assumes legal responsibility for all

external purchase transactions.

6) Purchasing Group:

The purchasing organization is further subdivided into purchasing groups (buyer groups), which are responsible for

day-to-day buying activities. A purchasing group can also act for several purchasing organizations.

24

SAP MM Cycle
Purchase Requisition (PR)
Purchase Order (PO)
Goods Receipt (GRN)
Store Stock

Material Issue Slips (GI)

Inventory Stock

List Of Transaction Code Required For MM In SAP

MES51N — Create Purchase Requisition
MESA — Purchase Requisition List Display
ME23N - Display Purchase Order

ME2N — Purchase order by PO no.

MIGO — Goods Movement.

MB1A — Goods Withdrawal

MB25 — Reservation List

CJ20N — Project Builder

MB52 — List of Warehouse stock on Hand
ZMM_INV — Inventory Report
Movement Types For MM

103 — Gate Entry

105 — Goods Receipt

106 — Goods Receipt Reverse

541 — Material Transferred to Contractors Stock

542 — Material Reverse From Contractors Stock
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. 281 — Goods Withdrawal (Consumption)

. 282 — Consumption Reverse

. 301 — Stock Transfer from Plant to Plant

111 DETAIL WORKING OF SAP
> SAP Login Screen
Log on to the SAP server. The SAP login screen will prompt you for the User ID and the Password. Provide a valid

user 1D and password and press enter. The user id and password are provided by the system administrator. The login
screen appears as follows:

L] * A COQe CHR Dho0 BN oM

> SAP Home Screen

After Entering User Id & Password Home page as above gets open. Required Transactions are saved in the list of
favorites. On the same window Icons as mentioned below are shown,

o Window to enter T- Code

) Save, Back, Exit, Stop, Find, Help
. Page Up & Down

o New Window
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MB35 -
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Report.
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52 Order

- [ ME2N - Purchase Oders by PO Number
~ 3 User Menu for SKBANER -
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[ SKBANER ™ kgssapkepDl TS

> Log Off
It is a good practice to log off from the SAP system when you finish your work. There are several ways to log off

from the system, but it can be done using the following instructions as shown in the screenshot below:

ooEREn em

[ +) q E| CresteSesson o
Eng Session
SAP Easy Access - User| s poofie

BE 5 @% e v Services 3
- 20 Faw
-a

Sepwces for Object
My Qbjects

Own Sgool Requests
O Jobs

Short Message
Status...

Lag off

- B zFxED_asseT
- [ zMm_maTrE]
- [ me23n - pipiay

- [ mean - purchase Orders by PO Number -
= 3 User Menu for SKCBANER -

I SKEBANER ~  kgssapksp0l | INS

> Purchase Requisition (PR)
Procurement in every organization starts with gathering requirements. Once requirements are gathered, we need to
inform the purchasing organization. A Purchase Requisition is a document that contains a list of requirements. The

key points to note about a purchase requisition are as follows:

. A purchase requisition is a request that is made to the purchasing organization to procure a certain list of
materials.

. It is an internal document and remains within the organization.

. Purchase requisition needs approval from the purchasing organization.

. If a purchase requisition has already been approved, then it can be modified only to a limited extent.
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Purchase requisition can be created for the following procurement types:

Standard: Getting finished material from vendor.

Subcontracting: Providing raw material to vendor and getting finished material.

Consignment: Procuring material that is kept in company’s premises and paying to vendor for that.
Stock transfer: Getting material from within the organization.

External service: Getting services like maintenance from a third-party vendor.

& purchase Requistion ~ Edtt  Enyironment ~ System  Help W_

@ Q@@ DHE 00D AR @M

Display Purchase Req. 6000010061

Document Overview On | [ %% & & Personal Setting Save As Template

[ var PR aclass  +)eoonatoce .
S
A... | Steel requires for the period of 10.12.2015 Te 20.01.2016..
+ [ Header note o | Cement requires for the period of 08.12.2015 To 07.01.2016..

4 » |Continuous-tex.. v

@ EFHEE EE) O a JE) B B S w0

St [ltem A |1 |Materil  Short Text Quantity Unit| C Delv. Date | Matl Group | Plant Stor. Loc. | PGr| Requisnr. | Tracking
1 1101250  STEELPRIMARY (MAIN T 22.000 M.T D 05.01.2016 STEEL KALPATARL, 303 sambhai
2 1101250 STEEL PRIMARY (MAIN T_ 22.000 M.T D 05.01.2016 STEEL KALPATARU 303 sambhai A J

3 1101250 STEEL PRIMARY (MAIN T 22.000 M.T D 05.01.2016 STEEL KALPATARU. 303 sambhaji A

0 “»

Item [ 111101250 , STEEL PRIMARY (MAIN TMT5_ v BE
Quantities/Dates | Valuation |} Source of Supply | Status | Contact Person *Release strateay | Texts | Delvery Address | Project s...| [+](][f

=
Release group lb_lJPR Release Procedure Code  Description Sta,
Release Stratagy 53| A Class PR 2 s v
04 STORE HEAD 14
- 2 sic Iz
4
Release indicator Fuly Released BGH/WP @ .
_— ESTIMATION ENG 14 e

A Al
[ SKBANER ¥  kgssapkep01 INS

3 s 'EEE [Fm

PR is raised in system by execution team as per the requirement of material. Following fields are required to be

entered while raising PR.

>

Material Code

Required Quantity

Plant No for which material is required
Requishner Name.

Class of material.

Purchase Order (PO)

When the PR gets released at all levels, the same is displayed to Purchase Department. Then the PO of required

material is prepared & when it gets released at all level then the PO is honored to the respective supplier.
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= purchase Order

@

Edit  Goto

MERE]

Enyronment  System  Help

Dacument Overview On | [1 % & | ¢BPprint Preview

Ce@ LHE oo RE @

DOMESTIC MATERIAL PO 3100059298 Created by VIKAR.T

Messages & personal Setting

Save As Template

[w][DOMESTIC MATERIA . +|[3100059298] vendor
[=|__Partners | Additional pata__| Org. Data

105515 JSW STEEL LTD

Doc. date 11.12.2015

Relezse indicator

m D8
4| Document Released-Ver.. o
E]

\Status | Contracts Data | Customer Data _/ Release strategy | Payment Processing | Versions | [][*][C2]
Release group |02| PO Release Procedure  Code | Description sta
Release Strategy 20| PUR-P Above 10 Lacs €5 MGRPURCHASEPUN  «
BB AGM/DGMPURPUN
HEAD PURCHASE v

BUSINESS HEAD PUNE

S8 5. tm (A 1 |Material Short Text PO Quantity 0... CDelv. Date |0... Matl Group | Pint Stor. Location |Batch
Dl [@101250 EEL PRIMARY (MAIN 22.000M.T D 10.01.201€ M.T STEEL KALPATARU JADE &
Dz 1101250 STEEL PRIMARY (MAIN 22.000M.T D 10.01.2016 M.T STEEL KALPATARU JADE h
Dz 1101250 STEEL PRIMARY (MAIN 22.000M.T D 10.01.2016 M.T STEEL KALPATARU JADE
Dq 1101250 STEEL PRIMARY (MAIN 22.000M.T D 10.01.2016 M.T STEEL KALPATARU JADE
Ds 1101251 STEEL PRIMARY (MAIN 8.000M.T D 10.01.2016 M.T STEEL KALPATARU JADE
Da 1101251 STEEL PRIMARY (MAIN .. 8.000M.T D 10.01.2016 M.T STEEL KALPATARU JADE..

D? 1101251 STEEL PRIMARY (MAIN .. 8.000M.T D 10.01.2016 M.T STEEL KALPATARU JADE..
Da 1101251 STEEL PRIMARY (MAIN .. 2.000M.T D 10.01.2016 M.T STEEL KALPATARU JADE..
DS 1101252 STEEL PRIMARY (MAIN €.000M.T D 10.01.2016 M.T STEEL KALPATARU JADE -
[0 1101252 STEEL PRIMARY (MAIN . 6.000M.T D 10.01.2016 M.T STEEL KALPATARU JADE.. ~
“« “
= EEE DaE 0= eEEE @ E P

[ | SK.BANER ¥

> Gate Entry

After Issuing the PO, Suppliers is arranging to deliver the material. When the material reaches on Gate, a security

Guard makes the entry of same in the Inward Register & gives the Gate Entry No. on Delivery Challan.

Transaction Code used for Posting GRN is MIGO.

Movement type used for Posting Gate Entry is 103.

¥ GoodsRacept Settngs ‘Swtem Heb
(4 FdH c@@ LHK DDod BE om
[® .| Display Material Document 5000478897 - SK.BANER
Show Overvew 0 okt [T
Display ~| [Materal Document ~ mwumﬂ 2015 (O] 18 =
= _Genenl | vendor | 99 | voc.mfo

Document Date Deherytote (1522163668 Vendor

Posting Date Bil of Lading 23.11.201% HeaderText MH14AST927

Indmids GR/GI Slp No. 3840

|

> Goods Receipt Number (GRN)

Line  Mat. Short Text Qty in UnE E... Stoc  Profit Center Batch Vakiation ... M... D Stock Type Pint s...
[__1_JSTEEL PRIMARY (i T 1150010007 KALPATARU
| ISTEEL PRIMARY (MAIN TMT-500) - MmT 103+ KALPATARU -
[ 3 |STEEL PRIMARY (MAIN TMT-500) - "t 1034 KALPATARU -
(&= 338
[®) _ materal | Quantty fWherelll} Purchase Order Data | Partner | Account Asskament | Roling Margn

Moverent Typa 163] [ 7] [+ 6R into blocked stek

Plant KALPATARU JADE RESIDENC 8L0G  |12226] 2]

Goods recoient SACHI

Unloading Pont seelyard

SK.BANER ¥  kossapkep0l IS

Goods receipt is the phase where the material is received by the ordering party and its condition and quality are

verified. Depending upon the movement type, stock

is posted in inventory with the help of goods receipt. Goods
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receipt will show the increase in warehouse stock. When the material is delivered on site, referring the Delivery

Challan & PO, GRN of the Material is posted in the System.

Transaction Code used for Posting GRN is MIGO.
Movement type used for Posting GRN is 105.

@ GoodsRecept Settngs  Sysem  Heb

|@ .| Display Material Document 5000478948 - SK.BANER
Show Overvew [ Hold Hien

Deply ~| [Mataral Document ! aounsaNl 2015 (DI

General | vendor | €@ | Doc.nfo

[ FqH CGe LHR bnod R 08

Dehvery Note
Bl of Lading
GRIGI Sk No.

Vendor

15\ STEELLTD
HeaderText MEL@AS7927

QtynUné Profit Center Batch Vakiation ... M...DStockType  Pht s... ol
07 105 estricte. ¥ KALPATARU.
M.T Steel 105 + ¥ KALPATARU -
|_3_ISTEEL PRIMARY (MAIN TMT-500) M.T Steel 105 + ¥ KALPATARU
«» “»
&g 5008
™= Materal | Quantty (WHere | purchase Order Data | Partner | Account Assignment | Roling Margin
Movement Type 105/ +! GR from blocked stck Stock type
Pant. KALPATARU JADE RESIDENC BLOG F | 2226 _2
Storage Location Steel Yard 0003
SACHIN
Unkading Point steel yard =
o o

b SKBANER ¥ kgssapkep01 INS

> Material Issued To And Reversed From Contractor

After Posting GRN in system, the material is issued to contractor & the same is transferred to Contractors Stock.

After issuing material to contractor the responsibility of material belongs to contractor. Before Posting Final

consumption material mentioned in Issue slip given by Engineer In charge is reversed & taken back from contractors

stock to Kalpataru Stock.

Transaction Code Used for Posting Consumption is MIGO.

Movement type used for issuing and reversing material — 541-542

[ GoodsRecsipt  Settings  System  Help

[ .| Display Material Document 4900433047 - SK.BANER
E [ | Hold chack Po: (B Help

~| asooassoa], [aoxs]| (0] )

[*)__Ganeralil 8 | boc. nfo

[ FAdH I e@e DHE DDo80 @E @

Document Date  [01.12.2015 Material Slp [NON CHARGEABLE
Posting Date 04.12.2018 DocHeader Text [lallic k
B ) [ndvidual sip - GR/GI Slp No. 12562

[*]__ Transfer postng | materal | Quantry JfWhere! ] Account Assignment

Movement Type 541 ~| GI whse to subc.stck

plant KALPATARU JADE RESIDENC BL0G B [2222] 2]
storage Location Steel vard 0003
Goods recipient pandhare

Unloading Point

@@ @ Lne fl=]

| Roling Margin

4[>

I | SKBANER ~ | kgssapkepol | INS
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> Material Issue Slip
Issue slip of consumed material against respective activity is prepared & submitted by Engineer In charge of

respective building to store in charge. Following details are mentioned on issue slip

. Issue slip No —i:e 281
. Project Code
. Network No.
. Plant No.
o Vendor Code
. Activity No.
. Activity Description
. Material No.
. Material Description
. Quantity of Required Material
. Unit
. Reservation No.
- | |
p B rnorn e " (o
>’
— 2 30 12 2015
> Material Withdrawal (Consumption)

After receiving material issue slip from Engineer In charge, the consumption of material is posted in system by store
in charge.
Transaction code used for posting Consumption is MIGO.

Movement type used for the material withdrawal (Consumption) — 281
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Document Date [0%.12.2015, Materal Sip HOH CHARGEABLE
Posting Date 03.12.2018! DocHeader Text [lalliz &
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Lia |Mat. Short Text Qty i UnE
[ 1_JoeMENT BULKER OP-536 o5
2_|STEEL PRIMARY (MAIN TMT-500) - 08MM 1
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o
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(%] Matersl | Quantty 4Whera | Reservation | Partner | Account Assgnment | Roing Margn

Movement Type 281 [] [ 6t for network Stock type

Plant KALPATARU JADE RESIDENC BLDG 8 |2222] [2]
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Unloading Pont
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IV ADVANTAGES AND DISADVANTAGES OF MATERIAL MANAGEMENT BY SAP

> Advantages of material management by SAP

. Can easily find out exact consumption of materials

. Can easily get stock of materials and locations of materials
o Accuracy increases

) By only one click, one can easily get all details

. It can be useful in planning and procurement of materials
. Wastage of materials get reduced

. Work becomes easy

. Manual errors get reduced

. Time can be reduced for management of materials

> Disadvantages of material management by SAP

. High initial cost

. Need technically skilled workers

. Estimation department is to be required Strong

) Not affordable for small construction companies.

V CONCLUSION

e By using SAP technique, exact consumption of material, stocked material, and location of material can be

obtained.

e  The requirement of material on the specific site is verified and processed within 24 hours from the manual

creation of purchase requisition.
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The consumption of material is exactly identified to keep control on wastage and prepare a Material
Requirement Planning.

By just a single click Data was made available till Higher Management Level.

Paper work reduced due to system Implementation.

Tracking of Order was easy.

It reduces manual errors and it is easy to communicate.

Reduces Manpower required in stores.

Inventory record was easily available.
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