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Overview 

The purchase order can be used for a variety of procurement purposes.  Materials can be procured 
externally for direct consumption or for stock.  It is also possible to procure services externally.  
Furthermore, the special procurement types “subcontracting”; “third party” (involving triangular 
business deals and direct-to-customer shipments) and “consignment” are possible. 
 
Purchase orders can be used to cover the enterprise’s requirements using external sources (i.e. a 
vendor supplies a material or performs a service).  A purchase order can also be used to procure a 
material that is needed in one of the enterprise’s physical plants from an internal source, i.e. from 
another plant.  Such transactions involve longer-distance stock transfers.  The activities following on 
from purchase orders (such as the receipt of goods and services) are logged, enabling an effective 
and efficient monitoring of the whole procurement process. 
 
Purchase orders can be used for once-only procurement transactions.  If, for example, it is wished to 
procure a certain material from a particular vendor only once, a purchase order is created.  However, 
if the enterprise is thinking of entering into a longer-term supply relationships with this vendor, it is 
advisable to set up a so-called outline agreement, since this usually results in more favorable 
conditions of purchase. 
 
In the interests of optimized purchasing, the purchase order quantity can be rounded in the course of 
purchase order processing to allow full advantage to be taken of negotiated conditions or for the 
optimal utilization of existing transport capacities. 
 
Because not all materials or services to be procured justify the effort involved in individual 
monitoring, it is also possible to create a purchase order with an extended, predefined validity period 
and a value limit.  (This may be done when procuring office supplies, for example).  This type of 
purchase order is similar in nature to the “contract”. 
 
In this case, it is not necessary to specify the individual materials or expend any effort with respect to 
goods receiving activities.  In addition, employing automatic process can also help reduce the 
amount of work involved in invoice verification to a minimum. 
 
Noted that as of Release 4.6A, the Enjoy purchase order, with a new interface designed along 
ergonomic guidelines, is available alongside the “traditional” purchase order. 

Definition 

A purchase order is a formal request or instruction from a purchasing organization to a vendor or a 
plant to supply or provide a certain quantity of goods or services at or by a certain point in time. 

Structure 

A purchase order (PO) consists of a document header and a number of items. 
 
The information shown in the header relates to the entire PO.  For example, the terms of payment 
and the delivery terms are defined in the header.  
 
A procurement type is defined for each of the document items.  The following procurement types 
exist: 
 

• Standard 
• Subcontracting 
• Consignment 
• Stock Transfer 
• External Service 
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Delivery of the total quantity of material (or performance of the total volume of services) specified in 
a purchase order item can be spread over a certain period in a delivery schedule, consisting of lines 
indicating the individual quantities with their corresponding planned delivery dates. 
 
For PO items to be supplied by subcontractors, it can be possible to specify the necessary input 
materials or components that are to be provided to the subcontractor for assembly or processing in 
respect of each delivery date stipulated. 
 
An item of the procurement type “external service” contains a set of service specifications.  The latter 
can be hierarchically structured.  The summary view of such a hierarchical structure is referred to as 
an outline.  The outline comprises a number of levels, each representing a level of the service 
hierarchy.  The order quantities are set out in service lines, representing individual jobs or activities.  
Value limits are specified instead of service lines for services or work that initially cannot be specified 
precisely. 
 
If services covered by an already existing contract are released (ordered, or called off against the 
contract), the PO item can contain a value limit relating to the contract in question. 

Conditions 
Conditions can apply at various levels: 
 

• To the entire purchase order 
• At item level, to the material to be supplied or to the set of service specifications in the 

case of services 
• At service line level for individual services (tasks or activities)  

Account Assignment 
Costs can be apportioned among various Controlling objects via the account assignment. 

Vendor Confirmations 
Vendors can issue confirmations to the relevant purchasing organization indicating their compliance 
or non-compliance with scheduled delivery dates. 

PO History 
The transactions following on from a purchase order are documented in the PO history on an item-
specific basis. 

Partner Roles 
Instead of the vendor as the order recipient, other business partners can appear in various partner 
roles (e.g. goods supplier or invoicing party). 

Plant 
In the purchase order, each item is destined for a certain plant.  Each plant belongs to a company 
code, to which the vendor’s (creditor’s) invoice is directed. 

Texts 
Related texts can be entered or changed directly in a purchase order as are suggested by the 
system.  There are two kinds of text: 
 

• Header text:  applies to the entire document 
• Item text:  applies only to the relevant item. 
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It can be defined which texts appear in which order on printouts in Customizing for Purchasing.  It is 
also possible to maintain several header or item texts, which can be identified by using customized 
codes. 

Release (Approval) Procedure 
Purchase orders can be subject to a release (clearance, or approval) procedure. 
 
Note on the term “release”:  In MM Purchasing, this term is used A) as a generic term covering 
various kinds of order document issued against outline agreements (these may be release orders 
issued against contracts or scheduling agreement releases, i.e. types of rolling delivery schedule 
issued against scheduling agreements, and B) (as here) in connection with an internal approval or 
expenditure authorization process for purchasing documents.  In both cases, “releasing” can be 
regarded as equivalent to “giving the green light” to go ahead with a certain action (e.g. to the vendor 
to deliver a certain quantity of materials, or to Purchasing to create or issue a purchase order for 
items requested by a user department). 

Item Category 

Definition 
The item category determines whether the material defined in a purchase order item: 
 

• Requires a material number 
 

• Requires an account assignment 
 

• Is to be managed as a stock item 
 

• Requires a goods receipt (GR) and/or an invoice receipt (IR) 
 
The following item categories are defined in the standard system: 
Standard Item Categories in Pos 
 

Item category Characteristics 
Standard Goods and invoices can be received 
Consignment Material number necessary 

No account assignments 
Material kept in stock 
GR necessary 
Invoice receipt not necessary 

Subcontracting Goods can be received 
Invoice receipt necessary 

Stock transfer Material number necessary 
GR necessary 
No invoice receipt 

Third-party Account assignment necessary 
GR and IR can take place 

Limit Account assignment not necessary 
GR not necessary 
IR necessary 
Document type FO necessary 

Standard 
Items of the category Standard are goods that are to be procured externally.  In this case, both 
goods and invoice receipts are possible. 
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Consignment 
Items of the category Consignment are items procured on a consignment basis.  Account 
assignments cannot be made for material ordered on consignment.  Consignment stocks are 
managed separately and are not valuated. 

Subcontracting 
Order items of the category Subcontracting may represent finished assemblies ordered from a 
subcontractor, for example.  Any components the subcontractor requires from the enterprise to 
produce such an assembly are entered as “material to be provided” items. 

Stock Transfer 
Stock transfer items occur in connection with stock transport ordering.  Stock transport orders are a 
mechanism for the transfer of stock from one plant to another (that is, transfers involving transport 
over a longer distance).  The stock transport order is one of the special order types in Purchasing. 

Third Party 
Third party orders are orders placed with vendors as part of a triangular business deal, instructing 
the latter to supply goods to or perform a service for a third party (for example, a drop-shipments to 
one of the enterprise’s customers).  This means that the goods recipient is in this case the customer.  
“Third party” can be specified in the item category field of a requisition or purchase order. 
The third-party order is also one of the special order types in Purchasing. 

Limit 
Limit items occur in connection with blanket purchase orders (which hence may also be referred to 
as “POs with limits” or “limit orders”).  Blanket purchase orders can be used to procure a variety of 
materials or services up to a certain pre-defined maximum value (the value limit) from a vendor.  The 
nature of the materials or services in question is generally such that the cost of and administrative 
effort involved in processing individual purchase orders is regarded as disproportionately high in 
relation to their value (e.g. purchase of office supplies and minor services required during the course 
of the year). 
 
Blanket purchase orders have the document type FO.  Instead of a specific delivery date, it can be 
possible to specify a validity period for the order. 
 
Goods receipts or the entry and acceptance of services performed are not necessary in the case of 
a blanket purchase order and limit items.  The invoices are posted directly with reference to the 
purchase order, provided that the specified value limit is not exceeded. 
 
The account assignment need only be specified at the time of invoice entry. 

Creating a Purchase Order 

The following options are available for purchase order creation: 
 

• Vendor known 
Use this procedure if it is known which vendor is to receive the order 
 

• Vendor unknown 
Use this procedure if it is required the system to select and suggest possible vendors.  
These suggestions are then made on the basis of sources of supply that have been 
predefined in the system.  (Noted that the term “source” covers outline purchase 
agreements, info records, and source lists). 
 

• Creation of purchase orders from assigned requisitions 
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Use this procedure to list the requisitions for the particular purchasing group that have 
already been assigned to a vendor (that is, those requisitions containing a vendor, 
outline agreement, or info record as a procurement option).  Purchase orders can be 
generated from these requisitions automatically. 
 

• Stock transfer 
Choose this procedure if it is expected to order not from a vendor but from one of the 
enterprise’s plants. 
 

• Vendor-Managed Inventory (VMI) 
This procedure is used if it is required to create a purchase order from an 
acknowledgment sent by the vendor via EDI. 
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Business Process Procedure 

Determination of APAC Standard Condition Types and Pricing Schema 
Across the APAC companies, many pricing conditions such as freight, insurance, vendor discount, 
cash discount and material rebate, are used to price the material while creating purchase document. 
Subject to the specific business processes and/or particular vendor negotiation, some relevant 
pricing condition types are to be utilized.  As mutually discussed and agreed, the following condition 
types have been standardized and implemented in the Pricing Schema for both Purchase Order and 
Stock Transport Order – 
 
In regard to Purchase Order Pricing Procedure: 
 

• Rebates (Value)     Condition Type ZZ01 
• Material Rebate (Quantity)    Condition Type ZZ02 
• Hierarchy Rebate (Value)    Condition Type ZZ03 
• Hierarchy Rebate (Quantity)    Condition Type ZZ04 
• VAT Tax (Percentages %)    Condition Type ZZ05 
• Discount (Value)     Condition Type ZZ06 
• Discount (Quantity)     Condition Type ZZ07 
• Vendor Discount % (Percentage %)   Condition Type ZZ08 
• Discount % on Net (Percentage %)   Condition Type ZZ09 
• Discount % on Gross (Percentage %)  Condition Type ZZ10 
• Cash Discount (Percentage %)   Condition Type ZZ11 
• Surcharge (Value)     Condition Type ZZ12 
• International Sea/Airfreight (Value)   Condition Type ZZ13 
• International Sea/Airfreight (Quantity)  Condition Type  ZZ14 
• Domestic Sea/Airfreight (Value)   Condition Type ZZ15 
• Domestic Sea/Airfreight (Quantity)   Condition Type ZZ16 
• Quality and Quantity Inspection Costs (Value) Condition Type  ZZ17 
• Quality and Quantity Inspection Costs (Quantity) Condition Type ZZ18 
• Customs Clearance Charges (Value)  Condition Type ZZ19 
• Packing Costs (Value)    Condition Type ZZ20 
• Insurance (Value)     Condition Type ZZ21 
• Port Charges and Dues (Value)   Condition Type ZZ22 
• Loading/Unloading/Stevedoring (Value)  Condition Type ZZ23 
• Loading/Unloading/Stevedoring (Quantity)  Condition Type ZZ24 
• Forwarding Charges (Value)    Condition Type ZZ25 
• Banking Charges (Value)    Condition Type ZZ26 
• Installation and Commissioning Charges  Condition Type ZZ27 
• Subcontract Fees (Value)    Condition Type ZZ28 
• Miscellaneous Costs (Value)   Condition Type ZZ29 
• Import Tax (Value)     Condition Type ZZ30 
• Import Tax (Percentage %)    Condition Type ZZ31 
• Import Duty (Value)     Condition Type ZZ32 
• Non-Deductible Tax     Condition Type ZZ33 
• Statistical Value     Condition Type ZZ34 
 

In regard to Stock Transport Order Pricing Procedure: 
 

• International Sea/Airfreight (Value)   Condition Type ZZ13 
• International Sea/Airfreight (Quantity)  Condition Type  ZZ14 
• Domestic Sea/Airfreight (Value)   Condition Type ZZ15 
• Domestic Sea/Airfreight (Quantity)   Condition Type ZZ16 
• Quality and Quantity Inspection Costs (Value) Condition Type  ZZ17 
• Quality and Quantity Inspection Costs (Quantity) Condition Type ZZ18 
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• Customs Clearance Charges (Value)  Condition Type ZZ19 
• Packing Costs (Value)    Condition Type ZZ20 
• Insurance (Value)     Condition Type ZZ21 
• Port Charges and Dues (Value)   Condition Type ZZ22 
• Loading/Unloading/Stevedoring (Value)  Condition Type ZZ23 
• Loading/Unloading/Stevedoring (Quantity)  Condition Type ZZ24 
• Forwarding Charges (Value)    Condition Type ZZ25 
• Miscellaneous Costs (Value)   Condition Type ZZ29 
• Transport Cost Finish (Quantity)   Condition Type ZZ35 
• Transport Cost Finish (Value)   Condition Type ZZ36 

Creation of Purchase Order 

1.1. Access transaction by 
 
Via Menu Logistics  Materials Management  Purchasing Purchase Order 

 Create  Vendor/Supplying Plant Known 
  
Via Transaction Code ME21N 

Key T-Code: ME21N 
 

      Fig-01 
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1.2. On “Create Purchase Order” screen, fill in the data as below: 
 

Fig-02 
 

Field Name Description R/O/C/D User Action and Values 
Vendor Alphanumeric key uniquely 

identifying the Vendor 
R Enter the vendor number 

Material Alphanumeric key uniquely 
identifying the material 

R Enter the material number 

PO quantity Quantity ordered by the 
buyer, to be supplied by 
the vendor 

R Enter the PO quantity 

Purchasing org It is an organization unit. It 
uniquely recognizes the 
purchasing area in the 
company 

R Enter the purchasing organization 

Purch.group It is a purchasing group 
authorized to create 
purchasing document 

R Enter the purchasing group 

OUn (Order unit) Specifies the unit of 
measure in which the 
material is ordered 

D It is defaulted as per system 

Deliv. date Date on which the goods 
are to be delivered or the 
service is to be performed 

R Enter the delivery date 

Net price Net price per price unit R Enter the net price 

Currency Currency key for amounts 
in the system 

R Enter the currency 
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Field Name Description R/O/C/D User Action and Values 
Per (Price unit) Specifies how many units 

of the purchase order price 
unit the price is valid for 

R Enter the price unit 

Matl group 
(Material group) 

Number and description of 
the material group 

O Enter the material group 

Plnt (Plant) Plant in which you produce 
or for which you wish to 
procure materials or 
services 

R Enter the plant 

Stor. loc (Storage 
location) 

Name of the storage 
location at which materials 
are stored 

O Enter the storage location 

   Press ‘ENTER’, then click on  
icon to verify insufficient data to 
create Purchase order 

   Then click on 

 tab to 
enter cash discount percentage 

   
Click further on  
tab (either Header or Item Level) 
where you can maintain the 
respective condition types. These 
condition types are included in the 
aforesaid list of condition types 
being defined and standardized for 
the whole APAC region.  Subject 
to the specific discussion with the 
vendor, a certain condition type 
shall be maintained. 

   Click on  icon to save this PO 
Legend:  R = Required, O = Optional, C = Conditional, D = Display 
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