

  
               EDI BASICS

This document is intended as a general introduction document for buyers, planners and suppliers that are new to EDI.  Any cost estimates or other information provided should be verified by the supplier as part of their business decision making diligence.  

A. What is EDI? 
EDI stands for Electronic Data Interchange. EDI is the computer-to-computer exchange of business documents between companies. EDI replaces the faxing and mailing of paper documents. EDI documents use specific computer record formats that are based on accepted standards. However, each company may use the flexibility allowed by the standards in a unique way that fits their business needs. 
There are two types of EDI: 1) Accredited Standards Committee (ASC) X12 - otherwise known as standard EDI, and 2) UN/EDIFACT which is more commonly referred to as EDIFACT. EDI is the American standard for transaction interchange, while EDIFACT is the acknowledged standard for global applications.  For example, all three major US auto manufacturers use EDIFACT, since they order parts from all over the world, including the U.S. But while EDI is typically used for organizations committed to the U.S. domestic marketplace, companies are free to adopt either standard they choose, regardless of their marketplace - global or domestic.
You may have heard about XML or internet EDI.  The primary difference between traditional EDI documents and the new versions of XML based EDI documents is the end use.  Traditional EDI has been designed for machine to machine interface: untouched by human eyes/hands.  XML EDI is designed for human use, format and presentation of the basic EDI information; excellent for Web presentation and internet site usage. 
 
Comparatively, XML EDI is 100 fold larger in byte data transfer requirements to transmit than traditional EDI.  XML formed EDI transactions are much more complex to parse and manipulate; although they are much easier to format for web presentation.  The business processes used by ABG and other consumer products manufacturers will not typically utilize XML transactions. 
 
B. Why does ABG or other business partners require EDI? 
The computer-to-computer exchange of information through EDI is much less expensive the manual handling of paper documents. 

Studies have shown that processing a paper-based order can cost $70 or more while processing an EDI order costs a dollar or less. Much less labor time is required. Fewer errors occur because computer systems process the electronic order documents instead of manually processing the documents by hand. 

EDI transactions between companies flow faster and more reliably than paper documents. Faster transactions support reduction in inventory levels, better use of warehouse space, fewer out-of-stock occurrences, and lower freight costs through fewer emergency expedites. 

For example, paper purchase orders can take up to 10 days from the time the buyer prepares the order to when the supplier ships it. EDI orders can take as little as one day. 

EDI’s efficiency has made it an important contributor to the efficiency of business communications in many industries. Business documents like invoices, purchase orders, and advanced ship notices can all be exchanged more efficiently between companies through EDI. 

C. Why do I need EDI? 
More and more customers want their suppliers to have the ability to reliably exchange EDI documents. They are under pressure to reduce their procurement process costs by automating manual processes such as invoice data entry.  Because EDI is so efficient, many companies require their business partners to be EDI capable as a condition for doing business. 

Suppliers want to develop closer customer relationships. They want to reduce their administrative costs and burden which should lower the transactional cost to their customers.  
There is a continuing need for businesses to increase efficiency. Suppliers are finding they can reduce costs by automating B2B (business-to-business) processes with EDI. Money is saved through improving the speed and accuracy of electronic documents they exchange with their customers.  If a hosted EDI service is used then the buyer’s orders are not integrated into the supplier’s systems but since an order confirmation is provided there is less chance of lost orders when compared to mail, fax or email.
D. What is EDI compliance? 
EDI compliance is the ability to send and receive EDI documents in the way that your partner requires it. Each EDI document must be exchanged with their partners in exactly the format they specify.  
Each trading partner has unique EDI requirements. Most partners will have an EDI implementation guide or kit that explains their specific requirements. Maps are required to translate the EDI documents from the trading partner’s format into the format that is useable by the receiving party. EDI compliance must be tested and approved. 
For integrated EDI, ABG is ANSI X12 Compliant which is based off of a national accredited standards committee.  We create our 'maps' based off the national standards that are EDI compliant.  We do not create the compliancy; we modify our maps off the standards that are compliant.

E. How do I implement EDI? 
(1) Integrated EDI:  

EDI capability involves buying the following components: Software for communications, mail boxing of EDI transactions, mapping and translation. VAN, ASYNC, BISYNC, and Internet communications will be required by various partners. A server or PC, communication devices, and peripherals will be needed as well as secured office space, monitored security, backups and possibly redundant power. Additional software will be needed if integration of the EDI transactions with back office systems is desired. A VAN will need to be contracted for transmissions. Personnel must be trained in how to use the software and communication devices. Maps will then need to be developed for translating the encoded EDI documents into a useable form.  Once the supplier infrastructure is established ABG has a detailed implementation guide available that outlines the communication and data specifications for posting EDI documents to relay purchase order status and acknowledgement data to and from Access Business Group. Its audience is the technical staff at the supplier site charged with implementing the relationship. The guide is available by email from: IntegrationCenter@accessbusinessgroup.com

(2) Outsourced, Hosted EDI:
There are hosted EDI services (also known as Web-based EDI) that can manage much of this effort. Mapping is done between ABG and the host service.  The supplier goes to a web site to review the purchase order, send an acknowledgement, manage change orders and send invoices.  The supplier or buyer pays a transactional fee for this service. ABG is currently pursuing this option for all purchase transactions.  If the supplier does not see integrated EDI as part of their business strategy then the hosted services are a reasonable alternative.
F. Can a hosted service satisfy different customers’ EDI requirements? 
Typically the answer is yes, but it is a question the supplier needs to ask the hosted service. 
G. How much does EDI cost? 
For Integrated EDI:

From under approximately $5,000 to over $25,000 depending upon how extensive of an implementation your company is considering.  It generally is not a viable option to implement integrated EDI for only one trading partner.
For Outsourced, Hosted EDI: 

Depending on the transaction frequency the monthly fees can be as affordable as a cell phone.  
These services take care of everything you need to be EDI capable and EDI compliant with ABG’s requirements and the requirements of your other business partners’ requirements plus the services are typically easy to use and easy to get started. 
H. What is needed to get started using a hosted service?

All you will need is internet access, email and our requirements. The hosted service will take care of everything else - all of the software, VAN transmission, hardware, communications, mapping, labor and EDI expertise and training of your staff.  If you are considering a hosted EDI service and this is your EDI effort then ABG can work with you on selection of the host service.
I. What happens “behind the scenes”? 
Here is an example of how an EDI transmission works: 
· A buyer prepares an order in his purchasing system and has it approved. Next, the EDI order is translated into an EDI document format called an 850 purchase order. The EDI 850 purchase order is then securely transmitted to the supplier through a VAN (Value Added Network) or to a hosted EDI web service. 
· The buyer’s VAN is a like an electronic post office that interconnects with the supplier's VAN. The VANs make sure that EDI transactions are sent and received. The supplier’s VAN ensures that the supplier receives the order. The supplier’s EDI system then processes the order.  Both buyer’s and supplier’s EDI applications edit and check the documents for accuracy. 

· Or in the case of a hosted EDI service they provide all of the software and hardware that are required to process EDI documents between the buyer and host service. The host service will send an email message to the supplier notifying them that a new purchase order or change order is ready for their review. Only internet access and email are needed by the supplier. 

· Data security and control are maintained through out the transmission process using passwords, user identification and encryption. 

How It Works:
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Supplier goes to Hosted EDI website to review and acknowledge order – response is sent back to ABG as EDI




Using VANs allows each partner to send and receive documents at their convenience and greatly simplifies hardware compatibility and communication protocol issues. Think of VANs as virtual post offices, allowing trading partners to simultaneously and automatically trade information with multiple partners. VANs greatly simplify computer compatibility and communication protocol issues and allow each partner to send and receive transmissions at their convenience.  The Hosted EDI provider is also the VAN used by ABG for traditional EDI.  More advanced companies also use AS2 (including ABG) for direct company-to-company communication, this eliminates the cost of going through a VAN.
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