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Introduction to SAP Supply Chain Management

SAP Supply Chain Management (SCM) is a software solution that helps organizations manage their supply
chain processes effectively. It allows companies to optimize their supply chain operations, reduce costs,
improve customer satisfaction, and enhance overall efficiency. This glossary will provide you with a
comprehensive list of terms related to SAP SCM to help you navigate through the course Professional
Certificate in SAP Supply Chain Management.

ABC Analysis

ABC Analysis is a technique used in supply chain management to classify inventory items based on their
importance. Items are categorized into three groups: A, B, and C. Group A items are the most valuable and
require close monitoring, while group C items are less critical and may require less attention. This
classification helps organizations prioritize their inventory management efforts and allocate resources
effectively.

Availability Check

Availability Check is a functionality in SAP SCM that allows users to verify the availability of materials or
products in the system before processing a sales order. It helps organizations prevent stockouts, avoid
delays in delivery, and ensure customer satisfaction. By performing an availability check, businesses can
confirm whether they have sufficient inventory to fulfill customer orders on time.

Balanced Scorecard

Balanced Scorecard is a strategic performance management tool used by organizations to measure and
monitor the effectiveness of their supply chain operations. It provides a comprehensive view of performance
across various key performance indicators (KPIs) such as cost, quality, delivery, and customer satisfaction. By
using a Balanced Scorecard, companies can align their supply chain activities with their overall business
objectives and drive continuous improvement.

Bill of Materials (BOM)

Bill of Materials (BOM) is a comprehensive list of components, parts, and materials required to manufacture
a product. It specifies the quantity of each item needed, as well as the relationships between different
components. BOMs are essential in production planning and control as they help organizations determine
the resources needed to produce and assemble products efficiently.

Capacity Planning
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Capacity Planning is the process of determining the production capacity needed to meet customer demand.
It involves forecasting future demand, evaluating current production capacity, and identifying any gaps or
constraints. Capacity planning helps organizations optimize their resources, improve production efficiency,
and ensure that they can meet customer requirements in a timely manner.

Consignment Stock

Consignment Stock is inventory that is owned by a supplier but stored at the customer's premises. The
customer only pays for the goods when they are used or sold, which helps reduce inventory carrying costs
for both parties. Consignment stock agreements often include provisions for regular stock checks and
replenishment to ensure that the customer always has the necessary items on hand.

Customer Relationship Management (CRM)

Customer Relationship Management (CRM) is a strategy and technology used by organizations to manage
interactions with current and potential customers. CRM systems help businesses track customer
preferences, manage sales leads, and provide personalized service. By implementing CRM solutions,
companies can improve customer satisfaction, increase loyalty, and drive sales growth.

Delivery Performance

Delivery Performance is a key performance indicator (KPI) that measures the efficiency and reliability of a
company's delivery process. It tracks the percentage of orders delivered on time and in full, as well as the
accuracy of delivery schedules. Monitoring delivery performance helps organizations identify areas for
improvement, reduce lead times, and enhance customer satisfaction.

Demand Forecasting

Demand Forecasting is the process of predicting future customer demand for products or services. It
involves analyzing historical sales data, market trends, and other factors to estimate the quantity of goods
that will be required. Accurate demand forecasting enables organizations to optimize inventory levels, plan
production schedules, and meet customer needs more effectively.

Enterprise Resource Planning (ERP)

Enterprise Resource Planning (ERP) is a software system that integrates various business functions, such as
finance, human resources, and supply chain management, into a single unified platform. ERP systems help
organizations streamline operations, improve data visibility, and enhance decision-making. By implementing
ERP solutions, companies can achieve greater efficiency, agility, and competitiveness.

Forecast Error

Forecast Error is a measure of the accuracy of demand forecasts compared to actual sales data. It quantifies
the difference between predicted and actual demand levels, helping organizations assess the effectiveness
of their forecasting methods. Forecast error analysis enables companies to fine-tune their forecasting
models, reduce inventory carrying costs, and improve supply chain performance.
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Inventory Control

Inventory Control is the process of managing and monitoring inventory levels to ensure that the right
amount of stock is available at the right time. It involves setting reorder points, safety stock levels, and lead
times to prevent stockouts and overstock situations. Effective inventory control helps organizations
optimize working capital, reduce carrying costs, and improve overall supply chain efficiency.

Just-in-Time (JIT) Inventory

Just-in-Time (JIT) Inventory is a strategy in which companies keep minimal inventory levels and rely on
timely deliveries from suppliers to meet customer demand. JIT aims to reduce waste, lower carrying costs,
and improve production efficiency by aligning inventory levels with actual demand. Implementing JIT
inventory systems requires close collaboration with suppliers and efficient logistics operations.

Key Performance Indicators (KPIs)

Key Performance Indicators (KPIs) are quantifiable metrics used to evaluate the performance of an
organization, department, or process. KPIs help businesses track progress towards strategic goals, identify
areas for improvement, and measure success. Common supply chain KPIs include on-time delivery,
inventory turnover, order accuracy, and customer satisfaction.

Lead Time

Lead Time is the amount of time it takes for a product to move through the supply chain from order
placement to delivery. It includes the time needed for production, transportation, and processing. Lead time
management is crucial for meeting customer expectations, reducing stockouts, and optimizing inventory
levels. By minimizing lead times, companies can improve responsiveness and increase customer satisfaction.

Material Requirements Planning (MRP)

Material Requirements Planning (MRP) is a production planning and inventory control system that helps
organizations manage the materials needed for manufacturing products. MRP software calculates the
quantity of raw materials, components, and subassemblies required based on production schedules and
demand forecasts. By using MRP, companies can optimize inventory levels, reduce shortages, and improve
production efficiency.

Order Fulfillment

Order Fulfillment is the process of receiving, processing, and delivering customer orders in a timely and
efficient manner. It involves coordinating various activities such as inventory management, picking, packing,
and shipping. Order fulfillment aims to maximize customer satisfaction, minimize lead times, and optimize
resource utilization. By streamlining order fulfillment processes, organizations can improve operational
performance and gain a competitive edge.

Procurement
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Procurement is the process of acquiring goods and services from external suppliers to meet organizational
needs. It involves sourcing suppliers, negotiating contracts, and managing supplier relationships. Effective
procurement strategies help companies reduce costs, improve quality, and mitigate risks. By optimizing
procurement processes, organizations can enhance supply chain efficiency and drive value creation.

Quality Management

Quality Management is a set of practices and processes used to ensure that products or services meet
customer expectations and regulatory requirements. It involves quality planning, quality control, and quality
assurance activities throughout the supply chain. Quality management systems help companies identify
defects, prevent errors, and continuously improve product quality. By focusing on quality, organizations can
enhance customer satisfaction and build a strong reputation in the market.

Reorder Point

Reorder Point is the inventory level at which a company should place a new order to replenish stock before
it runs out. It is calculated based on factors such as lead time, demand variability, and safety stock levels.
Setting the right reorder point helps organizations avoid stockouts, minimize excess inventory, and maintain
optimal inventory levels. By optimizing reorder points, companies can improve supply chain efficiency and
reduce costs.

Supply Chain Network

Supply Chain Network is the interconnected system of organizations, facilities, and processes involved in
producing and distributing goods and services to customers. It includes suppliers, manufacturers,
distributors, retailers, and other partners collaborating to meet customer demand. Managing a supply chain
network requires coordination, communication, and collaboration to ensure seamless operations and
deliver value to customers.

Transportation Management

Transportation Management is the process of planning, executing, and optimizing the movement of goods
from suppliers to customers. It involves selecting carriers, arranging shipments, and tracking deliveries to
ensure on-time performance. Transportation management solutions help companies reduce transportation
costs, improve delivery reliability, and enhance visibility across the supply chain. By optimizing
transportation processes, organizations can streamline operations and meet customer expectations.

Vendor Managed Inventory (VMI)

Vendor Managed Inventory (VMI) is a supply chain management practice in which suppliers take
responsibility for managing and replenishing inventory at customer locations. By using VMI, customers can
reduce inventory carrying costs, minimize stockouts, and improve supply chain efficiency. VMI agreements
typically involve sharing demand data, setting inventory levels, and establishing performance metrics to
ensure mutual success.
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Warehouse Management System (WMS)

Warehouse Management System (WMS) is a software application that helps organizations manage and
optimize warehouse operations. WMS software tracks inventory levels, organizes storage locations, and
coordinates inbound and outbound logistics activities. By using WMS, companies can improve inventory
accuracy, increase order fulfillment speed, and enhance warehouse productivity. WMS solutions also
provide real-time visibility into warehouse operations and facilitate efficient resource allocation.

Yield Management

Yield Management is a pricing strategy used in revenue management to maximize profitability by adjusting
prices based on demand fluctuations. It involves dynamically setting prices to optimize revenue and
capacity utilization. Yield management is commonly used in industries such as airlines, hotels, and rental
cars to balance supply and demand, increase revenue, and improve overall financial performance. By
implementing yield management techniques, organizations can enhance pricing strategies, increase sales
revenue, and achieve higher profitability.

By mastering these key terms in SAP Supply Chain Management, you will be better equipped to understand
and apply the concepts discussed in the course Professional Certificate in SAP Supply Chain Management.
Each term plays a crucial role in optimizing supply chain processes, improving operational efficiency, and
driving business success. Whether you are new to SAP SCM or looking to enhance your skills, this glossary
will serve as a valuable resource to help you navigate the complexities of supply chain management and
excel in your career.
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