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Introduction

How do categories, commodities, material
type, material group, and material work
together in procurement, especially in an
SAP S/4HANA environment, and potentially
augmented with SAP Ariba?

These elements form the backbone of how
SAP structures, classifies, and manages
within

purchasing data procurement

systems.

Let's bring this to life with a visual explainer
and three tailored use cases that show
how categories, commodities, material
types, material groups, and materials work
together in procurement. Here's how they
interrelate and support strategic sourcing,
spend visibility, and process efficiency:

Key Procurement Classification Elements

Element

Purpose

Example

High-level grouping of

spending based on

category, often used for

IT Equipment, Marketing
Services

Laptops, Printers, Graphic
Design

sourcing and analytics

Defines how a material

behaves in the system

Finished Goods (FERT),

Category business function or
sourcing strategy
More specific
. classification within a
Commodity
Material Type

(e.g. inventory-

Services (SERV)

managed, consumable)

Groups materials with
similar attributes for

Material Group

Office Supplies, Cleaning
Products

reporting and control

The actual item or

Material

attributes
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service being procured,
with master data and

HP EliteBook 840 G9,
Janitorial Service
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Visual Explainer: Procurement Classification Framework

This flow creates a connected procure to pay experience that improves spend visibility,
control, and efficiency while making buying easier for end users.

It starts with strategic sourcing alignment, using categories and commodities to match
sourcing approaches to business needs, such as global contracts for IT hardware and local
sourcing for specialized services. Master data governance then ensures consistency by
defining how items are treated in the system, from stock managed materials like laptops to
non stock services like training.

With this foundation in place, organizations gain clear, granular spend visibility, enabling
better compliance, stronger vendor negotiations, and identification of off contract spend.
Accurate material classification also drives automation across purchase orders, goods
receipts, and invoices, reducing errors and speeding up processing.

Finally, categories and commodities power guided buying experiences in tools like SAP
Ariba, helping users find the right items quickly while staying within policy.

Together, these elements work as a single flow, connecting strategy, automation, and user
experience to deliver smarter, more controlled procurement.

Category Broad Spend

Specific Spend

Commodity

Material Group Reporting and Control

System Behavor

ltem or Service
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Use Case 1: Media & Entertainment — Studio
Equipment Procurement

Scenario: A film studio is sourcing high-end production gear for a new series.

Production Aligns with budget and
Category Equipment sourcing strategy
di o Enables commodity-level

Commodity ameras spend andlysis

ial AV G Groups similar items for
Material Group ear catalog and reporting

ial FERT Indicates stock-managed,
Material Type (Finished Product) capital asset

ial RED Komodo-X 6K Specific item with master data,
Materia Cinema Camera vendor info, and specs

Benefits

This solution enables catalog-based ordering in SAP Ariba
while supporting asset tracking and depreciation across

the organization. It also facilitates detailed spend analysis

by show, vendor, or location, giving teams better visibility
and control over purchasing and asset management.
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Use Case 2: Public Sector — Facility Maintenance
Services

Scenario: A city government is contracting janitorial services for

municipal buildings.

Aligns with service contracts

Facility Services
Category Y and budget codes
. o . Enables vendor qualification
COmmodlty Janitorial Services . 9 )
and compliance tracking
. . . Groups similar services for
Material Group Cleaning Services P )
catalog and reporting
. . Indicates non-stock, service-
Material Type SERV (Service)
based procurement
. Monthly Janitorial Specific service with scope,
Material Ty ar P P .
Service — City Hall frequency, and vendor details

Benefits

This solution supports guided buying through preferred
vendors, helping users make compliant purchasing
decisions while simplifying the buying experience. It also
enables milestone-based invoicing to align payments

with project progress and facilitates audit and

compliance reporting to ensure transparency and
regulatory adherence.
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Use Case 3: Sustainability-Focused Sourcing — Eco-
Friendly Packaging for Streaming Merchandise

Scenario: A Media & Entertainment company is sourcing biodegradable
packaging for merchandise tied to a popular streaming series. The goal is to
reduce plastic waste and align with Environmental, Social, and Governance

(ESG) commitments.

Aligns with corporate

Category Sustainable Packaging  sustainability goals and ESG
reporting

Commodity Biodegradable Mailers Enables tqrgeted soureing
and supplier qualification

. . , Groups items for catalog

Material Group Eco Packaging Materials . " ,
visibility and spend tracking

Material Type FERT (Finished Product) Indicates stock-managed,

physical item

Specific item with supplier
ESG rating, certifications, and
specs

Compostable Bubble

Material Mailer —10x13 inch

Benefits

These capabilities help ensure suppliers meet
sustainability standards, improve spend visibility for ESG

and Scope 3 reporting, promote eco-friendly purchasing
through guided buying, and educate users with in-
context digital adoption tools on compliant material
selection.
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Conclusion

Categories, commodities, material types, material groups, and materials are not just
technical data elements—they are the foundation of intelligent procurement in an SAP
S/4HANA and SAP Ariba environment. When designed and governed together, they enable
organizations to move beyond transactional purchasing to strategic sourcing, real-time
spend visibility, and automated, compliant processes.

As demonstrated across media & entertainment, public sector, and sustainability-
focused use cases, a well-structured classification framework drives better buying
behavior, improves supplier management, and strengthens financial and regulatory
controls. It also creates the data backbone needed for ESG reporting, asset management,
and guided buying experiences that scale across the enterprise.

By investing in a clear, aligned procurement data model and leveraging SAP’s integrated
tools, organizations can transform procurement into a strategic function—one that
delivers efficiency, transparency, and measurable business impact across every
purchase.
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About LSI

LSl is an independent provider of SAP solutions, specifically catering to the Public Sector while also
offering specialized skills in the media and entertainment industries. Leveraging deep expertise and
cutting-edge technologies, LSI empowers organizations to modernize, allowing them to operate at
the pace of today’s business landscape.

LSI excels at navigating the intricate challenges faced by public sector organizations. We collaborate
with stakeholders to foster change and build the agile organizations of tomorrow, utilizing today’s
technologies. Our cloud solution enables businesses to scale rapidly, lower overhead costs, and
provide the flexibility that both employees and customers require.
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