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Customer Consignment - Characteristics

The customer delegates responsibility for efficient stock management of a material to a
supplier who has superior knowledge and experience.

The supplier manages the stock of a specific material at the company‘s site. The supplier
can be in charge of the replenishment task.

The supplier owns the consignment material until the material is taken out of stock for use
in production or consumption or the customer decides to post the material in his own
stock.

The customer pays the supplier after the material is taken out of the consignment stock.
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Consignment stock processing in ERP (1)

Consignment goods are stored at the customer location but owned by your company.

The customer pays for these goods when they are removed from consignment stock.

Billing is based on actual quantity taken.

Consignment stock is part of your valuated stock in R/3. It is managed as special stocks in
inventory management and assigned to specific customers.

There are four main transactions for consignment processing:
Creating a consignment fill-up (posting to customer stock owned by company)
Creating a consignment issue (consignment issue order)
Creating a consignment pick-up (repost from customer stock to warehouse)
Displaying a consignment return (customer returns to consignment stock)
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Consignment stock processing in ERP (2)

Consignment fill-up
Consignment fill up is used to supplement the customer’s consignment stock.
Goods issue of the appropriate stock is posted from the unrestricted-use stock to
consignment stock (special stock). The goods remain in the possession of the vendor.
When you ship consignment stock to the customer, you record the transaction by creating a
consignment fill-up order (order type KB).

Consignment issue
Consignment issue enables the customer to take consignment goods from the special stock
for his own use or to sell.
Consignment issue involves removing the goods from the special stock and making it the
property of the customer.
When the customer removes consignment
stock to use or sell, you record the transaction
in the system by creating a consignment issue
order (order type KE).



© SAP 2008 / Page 6

Consignment stock in APO

In APO the consignment stock is managed as special stock with an own ATP category CD
(Consignment Stock) and in a VMI scenario assigned to the customer location. Additional
information about the owner is given in the Stock tab of the product view.
This enables you to keep track of the consignment stock and use it within planning processes
(e.g. SNP heuristic).
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SAP APO Vendor Managed Inventory (VMI)

Embed customers’ warehouses in the
planning process
Use sophisticated SAP Advanced
Planning and Optimization (APO)
planning capabilities
Build efficient truck loads
Create sales orders automatically in
SAP ERP based on confirmed SAP
APO stock transfer orders
Display in-transit inventory
Use standard IDocs to integrate
customer data, e.g. inventories and
daily stock movements from EDI

Increase visibility of real
customer demand
Improve usage of stock along
the supply chain and better
transport planning
Reduction of stock-outs, rush
orders and supply bottlenecks
Improve cooperation with customers
Improve delivery service level
Lower safety stocks

Key BenefitsFeatures

Allows efficient management of the supply chain by managing
customer inventory replenishment with automated collaboration
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Vendor Managed Inventory versus
Consignment Inventory

VMI can be used in combination with consignment inventory:
The supplier can simultaneously meet his customer’s replenishment requirements and
minimize his own inventory investment.

The supplier determines replenishment
requirements for the customer and automatically
creates the customer’s purchase orders.

Consignment inventory
is about

ownership of stocks

Vendor Managed Inventory (VMI)
is about

replenishment planning

The supplier owns the inventory placed at the
customer’s location.
The customer carries out replenishment planning
and communicates the requirements to the
supplier.
The customer may have little concern to minimize
the supplier’s inventory investment
(no optimization of consignment inventory).



Both types are commonly Called Vendor Managed Inventory (VMI)Both types are commonly Called Vendor Managed Inventory (VMI)

VMI Models

Inventory buffer ‘financially owned’ by customer but ‘planned’ by Supplier
With or without 3PL
Ownership transfers to customer when supplier replenishes the inventory buffer
Prevalent in the Consumer Product – Retailer relationship
Supported by both SNC-RR and APO - some differences in capabilities

Dedicated inventory buffer maintained by supplier for the customer close to
customer site
Inventory buffer ‘financially owned’ by Supplier and ‘planned’ by Supplier
Financial ownership passes to customer when they pull from the VMI
Inventory can be located at customer site or a 3PL designated by customer
Customer sends consumption forecast. Supplier plan replenishments
Prevalent in almost all supplier->customer relationships in HT with the
possible exception of Consumer Electronics-Retailer relationship.

Supplier Planned
Inventory

(sometimes also called
standard VMI)

Supplier Owned
and Planned

Inventory
(sometimes also called Hub

VMI or Consigned VMI)

1

2
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Using Vendor Managed Inventory with
Consignment Inventory

VMI and Consignment can be combined, for example if the VMI customer is afraid to lose
control of his purchasing activities (creating purchase orders)
VMI and consignment inventory working together

VMI planning in SAP APO ensures the most profitable overall replenishment plan for the
entire supply chain
SAP ERP consignment inventory configuration handles the implications of maintaining
customer consignment inventory and the financial settlement upon receipt of the
appropriate “consumption signal” from the customer
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Standard APO VMI scenario



© SAP 2008 / Page 13

Consigned VMI scenario
(No in transit consignment special stock)
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Consigned VMI scenario (with CFM)
(No in transit consignment special stock)
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Prerequisites for VMI enhancements (ERP EhP4)

In order to be able to execute an integrated scenario with the listed enhancements it is
necessary to turn on the business switch on ERP side.
Please check transaction SFW2 Business Function APO_VMI_CONS
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Parallel consigned and standard VMI scenario (1)

VMI agreements can have both consigned as well as non-consigned (standard) flavors.
With SCM 7.0 APO VMI supports both a parallel consigned and standard VMI scenario for different
products shipped to the same customer.

A shipment split is executed before TLB shipments are published to ERP.

Prerequisites to enable a parallel processing in APO:
1. Consignment checkbox on the product specific transportation lane has to be set for the product in

a consigned scenario.
This is used as an indicator to trigger the split in the TLB run.

2. Sales document type (e.g. OR) and additionally the consignment sales document type (e.g. KB)
have to be maintained on ERP side to identify
and do a right mapping to the relevant
ERP sales order types.

IMG Integration with other mySAP components Advanced
Planning and Optimization Application Specific Settings
and Enhancements Settings and Enhancements of Sales Orders Settings for Vendor Managed Inventory
(VMI) Define Customer/Plant Assignment and Configure ATP Check
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Parallel consigned and standard VMI scenario (2)

In a parallel consigned and standard VMI scenario it will be possible to display a
consignment indicator for the TLB shipment in the TLB UI.
The TLB UI is enhanced with a consignment indicator in order to support the VMI planner
when creating the relevant shipments. The information is derived from the transportation
lane setting.
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VMI master data integration

With SCM 7.0 in APO VMI you are able to automatically create location products in the
ship-to location (“customer location”).
The customer material info record in ERP carries customer, material and customer
material. This info record is used as reference to create the location products in APO.
A new CIF integration model object for customer material has been created.
After activating the CIF model the ship-to location product in APO will be created and the
customer material number is populated.
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Automatic ATP check of TLB shipments
published to ERP

With SCM 7.0 APO VMI it is possible to perform an automatically triggered ATP check of
the TLB shipment in ERP after the TLB shipment is published and before the relevant
sales order gets saved in ERP.
Prerequisite: Flag the ATP indicator on ERP side

IMG Integration with other mySAP components Advanced
Planning and Optimization Application Specific Settings and
Enhancements Settings and Enhancements of Sales Orders
Settings for Vendor Managed Inventory (VMI) Define
Customer/Plant Assignment and Configure ATP Check
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Transfer of in transit consignment special
stock (with ERP EhP4)

With ERP < ERP 6.0 EhP4 consignment special stock is updated immediately when goods
issue is executed for consignment fill-up sales orders.
With ERP EhP4 an additional step is introduced which will enable to model in transit
consignment special stock (while product is transported to customer consignment stock).
This object will be transferred to APO.
In APO this information is stored as stock object in order to be able to view it a separate key
figure and integrate it in the VMI planning process.
The new value is displayed in Consignment Stock In Transit key figure.
It is included in the 9AVMI standard planning book.
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Integration of consignment special stock in a
third party logistic provider scenario

If the special stock partner has been defined for carrying out consignment stock processing by
means of a third party rather than the customer, you can use the partner function for special
stock partner in ERP SD.
In order to enable this scenario within APO VMI a new BAdI on the ERP side has been
introduced (VMI_SPECIAL_STOCK_PARTNER).
In the BAdI the consignment stock will be mapped to the corresponding customer location and
the result would be an update of the stock in the corresponding customer location in APO.
If the situation occurs that the third party logistic provider (3PLP) is holding the same part
number on behalf of multiple end customers there would be the need to create additional
customer masters for the 3PLP.
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