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This article examines how tax jurisdiction management is organized in SAP S/4HANA sales models and why the topic 
has become more sensitive amid digital tax controls, cross-border order execution, and platform-based order-to-cash 
design. The study aims to identify the principal methods used to determine, validate, and govern tax jurisdiction data 
in sales processing, to compare configuration-centered and external-service-centered approaches, and to formulate an 
implementation logic suitable for modern S/4HANA transformation programs. The materials combine recent academic 
work on digital tax administration and ERP performance with current SAP documentation on jurisdiction codes, partner 
data, and external tax determination. Tax jurisdiction management in S/4HANA sits within a broader control architecture 
connecting master-data discipline, document logic, external tax engines such as Vertex, Avalara, and Thomson Reuters 
ONESOURCE, and governance procedures. The article proposes a structured decision model that OTC teams can use to 
design scalable and auditable sales taxation.

Keywords: SAP S/4HANA, Tax Jurisdiction, Sales Tax, Order-to-Cash, OTC Architecture, Tax Determination, External Tax 
Engine, Digital Tax Compliance, ERP Governance, Sales Models.

Abstract

INTRODUCTION

Earlier studies treated tax treatment in SAP sales processing 
as a configuration matter tied to country procedures, 
condition records, and billing release logic. That description 
no longer captures the operational reality of S/4HANA 
programs. In current sales models, tax jurisdiction data 
flows through a broader chain that links business partner 
maintenance, ship-from and ship-to logic, external tax 
services, auditability requirements, and conversion decisions 
made during greenfield or brownfield transformations. An 
error in jurisdiction handling creates a structural defect in 
the order-to-cash design.

Two developments have raised the operational weight of tax 
jurisdiction management: digital tax controls built on real-
time reporting and e-invoicing, and S/4HANA landscapes 
that combine SAP processing with tax engines, portals, and 
logistics interfaces.

Tax jurisdiction management in SAP S/4HANA sales models 
follows three main methods with different consequences 
for OTC design. In practice, jurisdiction design in S/4HANA 
reaches across sales, billing, pricing, credit management, 
logistics execution, and cross-module integration with FI, 
TM, and related logistics flows.

The analysis examines how master data, organizational 
structure, and document flow shape jurisdiction 
determination, compares internal configuration with 
external tax services, and derives an implementation logic 
for migration and steady-state governance.

Treating tax jurisdiction management as an OTC control 
problem links SAP tax mechanics with digital tax 
administration, ERP quality, and technology-enabled 
compliance.

The study proceeds from the hypothesis that tax jurisdiction 
management in SAP S/4HANA sales models achieves higher 
operational stability, auditability, and scalability when it 
is designed as an end-to-end OTC control chain linking 
jurisdiction-relevant master data, document logic, and 
externally orchestrated tax determination for high-variability 
jurisdictions.

MATERIALS AND METHODS
The source base combines peer-reviewed journal articles, a 
recent OECD analytical report, and current SAP documentation 
relevant to jurisdiction-based tax determination in S/4HANA. 
The screening logic followed three filters. The first filter 
selected recent publications on digital tax administration, 
e-invoicing, compliance automation, and ERP evaluation. 
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The second filter retained materials that help explain why 
jurisdiction logic in enterprise systems now carries higher 
control weight than in earlier transactional settings [1–4]. The 
third filter focused on SAP documents that describe how tax 
jurisdiction codes are maintained, derived, exchanged with 
external tax partners, and used in sales and billing scenarios 
[5–10]. Taken together, the corpus covers five linked question 
groups: digital tax transformation and compliance pressure, 
ERP success conditions, S/4HANA tax determination 
mechanics, business partner and address dependence, 
and external sales tax integration. The analytical frame 
is informed by practitioner observations from S/4HANA 
OTC transformation work, including conversion-readiness 
assessments, sandbox validation cycles, feasibility reviews, 
gap analysis, interface design, and post-go-live stabilization 
activities in regulated enterprise environments.

The study uses source analysis, comparative analysis, 
conceptual synthesis, typologization, and analytical 
generalization. These methods are aligned with the three 
objectives. The analysis compares internal and external 
jurisdiction-management methods. Conceptual synthesis 
connects SAP configuration logic with broader tax digitization 
trends. Typologization classifies management methods by 
control locus, data dependency, and governance burden.

RESULTS
The reviewed materials indicate that tax jurisdiction 
management in SAP S/4HANA sales models is structured 
into three layers that interact continuously: jurisdiction-
relevant master data, document-level tax determination, and 
governance of rule application across integrated systems. 
Treating one of these layers in isolation produces a distorted 
design. Audit, migration, and cross-system reconciliation 
failures arise when the jurisdiction code is derived too late, 
maintained inconsistently, or overridden without traceability 
[5–10].

The first result concerns the internal structure of jurisdiction 
determination inside the sales model. SAP documentation 
states that jurisdiction handling depends on the address 
and partner data used during tax determination, including 
business partner maintenance and the location information 
exchanged with a tax solution [7; 9]. In practice, tax jurisdiction 
takes shape during the creation and synchronization of 
customer, ship-to, plant, and delivery-relevant location 
data. OTC teams that treat tax as a late-stage FI concern 
often inherit instability that stems from SD master data and 
logistics design.

A second point follows from the documented structure of 
SAP tax support. S/4HANA supports both nationally uniform 
tax logic and jurisdiction-level taxation, with explicit 
recognition that subnational environments, especially in the 
United States, create a large volume of possible jurisdiction 
combinations and frequently rely on third-party software 
for accurate determination [10]. SAP documentation on U.S. 
tax jurisdiction codes defines the jurisdiction code as the 

identifier of the tax authority to which taxes are remitted 
and ties its determination to the delivery location; within the 
sales document flow, this linkage structures rate calculation, 
tax authority allocation, and the territorial alignment of 
tax-relevant records [8]. Internal configuration discipline 
suits narrow domestic scenarios. Multi-plant, multi-state, 
and hybrid digital commerce settings require a heavier 
governance and maintenance model.

The third result is that external tax determination has 
shifted from an optional enhancement to a structurally 
favored method in many S/4HANA sales models. The control 
chain extends beyond SAP configuration into EDI and IDoc 
exchanges, GIS-dependent location logic, commerce portals, 
transportation flows, and external logistics interfaces 
that supply or transform jurisdiction-relevant data. SAP 
documents on external sales and use tax calculation describe 
a framework in which jurisdiction information is retrieved 
from an external tax partner and used during processing [5; 
6; 9]. In applied S/4HANA landscapes, this service-centered 
model is commonly operationalized through external tax 
engines such as Vertex, Avalara, and Thomson Reuters 
ONESOURCE, which handle jurisdiction identification, tax 
content maintenance, and a substantial share of tax rule 
execution outside the ERP core. This architecture changes 
the locus of control. Final jurisdiction outcomes depend on 
internal SAP configuration, service orchestration, payload 
completeness, communication arrangements, and exception 
handling. The sales model becomes dependent on interface 
reliability and on the quality of normalized location data 
sent to the external engine. In transformation programs, the 
distinction determines test scope, interface design, and post-
go-live incident patterns.

A comparison of the academic sources strengthens that 
conclusion. Studies on digital tax administration report 
that electronic invoicing, prefilling, and automated digital 
controls are reducing compliance and administration costs 
while intensifying the need for structured, machine-readable 
tax data [2; 4]. Empirical work on e-invoicing and VAT 
compliance adds a more practical observation: digital tax 
tools improve the effectiveness of control processes when 
data quality and enforcement logic are sufficiently mature 
[3]. Read together with SAP documentation on jurisdiction 
exchange and partner maintenance [5–7], these findings 
show that stable jurisdiction handling starts with disciplined 
location data and ends with traceable tax determination. 
Taken together, these sources show that stable jurisdiction 
handling starts with disciplined location data and ends 
with traceable tax determination. Jurisdiction management 
in S/4HANA works best when it is embedded in a broader 
control chain that begins with data discipline and ends with 
auditable tax determination. A purely transactional view is 
too narrow for present-day sales architectures.

A fourth result concerns method typology. The reviewed 
materials support a three-part classification of tax jurisdiction 
management methods in S/4HANA sales models. The first 
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method is master-data-centered determination. Here, the 
quality of partner, plant, and address records carries most of 
the control burden, and the system relies on stable internal 
logic to identify the relevant jurisdiction. The second method 
is rule-centered internal determination. This model depends 
more heavily on tax procedures, country configuration, 
and structured document logic. The third method is 
service-centered determination, where SAP orchestrates 
the transaction while an external tax partner performs 
jurisdiction identification and tax calculation [5–10]. These 
methods differ in the origin of errors, the monitoring logic, 
and the ownership of remediation. 

Jurisdiction stability in live OTC environments depends on 
how teams align partner data, pricing logic, billing rules, 
logistics execution, and cross-module flows with FI and 
transportation-related processes.

Figure 1 summarizes the relationship between these methods 
and the sales-document control path.

Figure 1. Typology of tax jurisdiction management methods 
in SAP S/4HANA sales models (based on [5–7; 9])

A fifth result concerns governance. The ERP evaluation 
literature is instructive here, even though it does not discuss 
SAP sales tax design directly. The tax administration ERP 
study by Akrong, Yunfei, and Owusu links ERP success to 
information quality, system quality, service quality, training, 
and organizational climate [1]. Those variables closely map 
onto the failure patterns observed in tax jurisdiction projects. 
Information quality corresponds to the integrity of address 
and partner data. System quality corresponds to stable 
determination logic and document consistency. Service 
quality maps to interface support and issue resolution. Tax 
errors in OTC are often caused by operational users who do 
not realize that a seemingly local data correction can change 
downstream jurisdiction behavior. This cross-reading helps 
explain why many jurisdictional problems persist despite 
technical fixes that are sustained by gaps in governance.

The final result directly aligns with the S/4HANA 
transformation strategy. Brownfield and greenfield programs 
encounter different tax-jurisdiction risks. Brownfield 
conversions inherit tax master data, condition logic, and 
historical shortcuts, which increases the risk of carrying 
opaque jurisdiction behavior into the new environment. 
Greenfield design creates space for standardization and 
forces explicit decisions about ownership of tax jurisdiction 
and acceptable exception paths. OECD evidence on digital 
tax transformation points in the same direction. Digital tax 
governance is moving toward stronger rule management, 
data integration, and digitally literate control structures 
[4]. For S/4HANA sales models, that means tax jurisdiction 
design cannot be postponed to a localization workstream 
at the end of the project. It belongs inside the core OTC 
architecture from the start.

DISCUSSION
Tax jurisdiction management in SAP S/4HANA sales models 
requires a governed control chain linking configuration, 
master data, logistics geography, tax determination, and 
exception resolution. Implementation succeeds only when 
the design defines the source of jurisdiction data, assigns 
ownership of that data, and specifies how the sales model 
handles incomplete or conflicting location signals.

Implementation starts with selecting an operating method. 
Table 1 compares the three methods identified in the review 
and clarifies what each requires of an S/4HANA program.

Table 1. Comparison of tax jurisdiction management methods in SAP S/4HANA sales models [1–10]

Criterion Master-data-centered method Rule-centered internal method Service-centered method
Core control 
locus

Business partner, plant, ship-
from, ship-to, and address main-
tenance

SAP tax procedures, tax codes, con-
dition logic, and document-level 
determination rules

External tax engine, integration lay-
er, payload mapping, and communi-
cation control

Best-fit envi-
ronment

Stable domestic landscape with 
limited jurisdiction volatility and 
disciplined master-data gover-
nance

Controlled tax landscape with rel-
atively stable rule sets and strong 
internal design ownership

Multi-state, high-volume, omni-
channel, and compliance-sensitive 
landscape with frequent tax-rule 
change
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Principal 
advantage

Strong upstream data discipline 
improves downstream tax consis-
tency across sales documents

High transparency of determina-
tion logic inside SAP and clearer 
internal traceability of rule execu-
tion

Better scalability across complex 
jurisdiction chains and lower inter-
nal maintenance burden for rapidly 
changing tax content

Principal 
limitation

High sensitivity to weak address 
governance, incomplete partner 
records, and inconsistent loca-
tion maintenance

Heavy maintenance burden where 
jurisdiction diversity is high and 
local tax variation changes fre-
quently

Dependence on interface quality, 
payload completeness, service avail-
ability, and exception-handling ma-
turity

Typical failure 
source

Missing or inconsistent partner, 
plant, delivery, or address ele-
ments

Misaligned tax procedures, tax 
codes, condition settings, or docu-
ment logic

Failed tax calls, mapping defects, 
missing location payload, or incon-
sistent external response handling

Ownership 
pattern

Shared ownership between OTC, 
master-data, and business data 
stewards

OTC tax design ownership with FI 
coordination and controlled con-
figuration governance

Joint ownership across OTC, integra-
tion, tax governance, and support 
teams

Audit trace 
pattern

Strong when master-data change 
history and address governance 
are controlled

Strong when tax rules and decision 
logic are documented and trans-
port discipline is stable

Strong when interface logs, request-
response traces, and exception his-
tories are retained

Change sensi-
tivity

Sensitive to business-user cor-
rections in master data and local 
data-entry practices

Sensitive to transports, configura-
tion drift, and undocumented local 
tax-rule adjustments

Sensitive to middleware changes, 
partner updates, API behavior, and 
external tax-content revisions

Calculable 
indicators

Jurisdiction-field completeness 
rate; address correction rate; 
manual override share

Valid tax-code determination rate; 
billing hold rate for tax reasons; 
regression defect recurrence after 
release

External tax-call success rate; mean 
response time per call; interface ex-
ception rate; mean closure time for 
failed calls

The comparison shows why many S/4HANA programs move toward hybrid control. Internal determination delivers 
transparency and standardization in environments with limited jurisdictional diversity. Service-centered determination 
scales across complex jurisdictional environments and requires explicit internal ownership of governance, interfaces, 
and exception handling. The strongest design usually combines internal data discipline with external calculation where 
jurisdiction volatility or legal complexity is high.

A workable implementation sequence starts with architecture. First, the project needs an explicit jurisdiction-ownership 
map that identifies the fields, objects, and interfaces that carry location truth. Second, the design team has to decide which 
sales scenarios are allowed to derive jurisdiction internally and which must call an external engine. Third, exception 
classes must be defined before testing begins. An exception that affects billing release, invoice correctness, or accounting 
posting should be placed in a governed queue with clear response ownership. Fourth, the documentation set must describe 
configuration choices and decision boundaries. Transformation programs need explicit evaluation parameters for ECC-to-
S/4HANA differences, controlled test environments, and conversion performance metrics for tax-sensitive scenarios before 
cutover. That point matters in AMS and L2 or L3 support, where recurring tax incidents are often symptoms of unresolved 
architectural ambiguity. L2/L3 issue resolution, root-cause analysis, structured break-fix documentation, and stabilization 
records turn recurring tax incidents into reusable governance assets.

The next practical question concerns monitoring. Table 2 proposes a compact set of metrics suitable for post-go-live 
governance.

Table 2. Monitoring metrics for tax jurisdiction governance in S/4HANA sales processing [1–10]

Metric What it captures Why it matters
Jurisdiction derivation 
success rate

Share of sales documents receiving a valid jurisdiction 
determination without manual correction

Reveals whether the design is stable in daily 
execution

Manual jurisdiction 
override frequency

Volume of documents corrected by users or support 
teams

Signals weak master data or fragile 
determination logic

Billing hold rate for tax 
reasons

Number of billing documents blocked due to tax 
inconsistency

Connects tax defects to revenue recognition 
risk

Interface exception 
closure time

Average time to resolve failed or incomplete external 
tax calls

Measures operational resilience in service-
centered models
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Address completeness 
score

Percentage of partner and plant records meeting 
jurisdiction-relevant field standards

Tracks the upstream source of repeated tax 
defects

Regression defect 
recurrence

The rate at which previously solved tax issues 
reappear after transport or release

Indicates poor change governance

Audit trace availability The degree to which each tax outcome can be 
reconstructed from logs and document history

Supports compliance review and root-
cause analysis

These metrics matter because tax jurisdiction defects are 
rarely random. They cluster around recurring process 
fractures such as poor partner maintenance, undocumented 
overrides, or interface mappings that work for the dominant 
business flow but collapse in exceptional geographies. Once 
the project measures those points, tax support shifts from 
reactive ticket handling to managed control.

A further implication concerns the migration strategy. 
Brownfield programs should isolate inherited tax shortcuts 
early, especially local fixes that were tolerated in ECC because 
they solved a narrow business problem. S/4HANA tends 
to expose those shortcuts once integration, analytics, and 
external tax calls become more tightly coupled. Greenfield 
programs face a different risk. They may over-standardize 
the sales model and ignore edge cases that later produce 
expensive exception handling. Selective standardization 
keeps the core document flow simple and treats jurisdiction-
sensitive scenarios as separate modeled and tested business 
cases.

From an architectural standpoint, a short and explicit 
decision logic reduces design ambiguity. Method selection 
follows legal-geography stability, location-data governance, 
jurisdiction volume, tax-rule volatility, transaction diversity, 
and transparency requirements inside SAP. External 
determination becomes preferable when jurisdiction volume, 
tax-rule volatility, or omnichannel transaction diversity 
would make internal maintenance brittle. In either case, 
success depends on a sales model that defines the source of 
jurisdiction truth and protects that source across the order 
lifecycle.

CONCLUSION

The analysis confirms the hypothesis stated in the 
Introduction. Tax jurisdiction handling in S/4HANA becomes 
more stable, auditable, and scalable when the design treats 
jurisdiction determination as an end-to-end OTC control 
chain. Tax processing starts in partner, plant, and address 
data and continues through order creation, delivery, billing, 
and accounting release. Internal determination fits territorial 
models with stable legal geography and disciplined master 
data. Service-centered execution through tax engines such 
as Vertex, Avalara, and Thomson Reuters ONESOURCE fits 
sales models with high jurisdictional diversity, frequent rule 
changes, and dense third-party integration. Stable execution 
depends on explicit ownership of location data, governed 
exception classes, cross-functional accountability, and 

monitoring that ties tax handling to billing accuracy, audit 
traceability, and interface reliability.
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