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                 Introduction

Prosperity, and even survival, for small businesses depends as never before on the ability to respond with speed and certainty to the challenges and opportunities that are presented by competitors and customers. Electronic Commerce provides an opportunity to increase competitive edge and consolidate and enhance both business to business and business to consumer trading relationships.

                          In the current competitive & fast moving world of  E-commerce & Electronic data transfer , comes a highly relevant , yet , under-utilised system of data exchange –

    the Electronic Data Interchange , or  the EDI.

                             What Is EDI ?

 Defining EDI :-

                            EDI has no  single  consensus  definition .Two  generally  accepted  definitions are :
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Standardized  format  for  communication  of  business  information  between  computer  applications .
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Computer- to- computer exchange of information between companies, using an industry standard format .

                          In  short , Electronic Data Interchange (EDI) is the computer-to-computer exchange of business information using a public standard. EDI is a central part of Electronic Commerce (EC), because it enables businesses to exchange business information electronically much faster, cheaper and more accurately than is possible using paper-based systems.

                        Electronic Data Interchange, consists of data that has been put into a standard format and is electronically transferred between trading partners.Often ,an acknowledgement is returned to the sender informing them that the data was received. The term EDI is often used synonymously with the term EDT. These two terms are indeed different and should not be used interchangeably.

                                   EDI   VS   EDT

The terms EDI and EDT are often misused .

· EDT, Electronic Data Transfer, is simply sending a file electronically to a trading partner. 

· Although EDI documents are sent electronically, they are sent in a standard format. 

This standard format is what makes EDI different than EDT.

                        EDI  VS  E-COMMERCE

                 EDI  is also often confused with E-commerce itself , though , of course by those who are relatively novices to the technology . However, they may not be faulted as, even now, this method has not found use in many such areas where it may work wonders . The cardinal points to remember are :-

· EDI   not  equivalent  to  E-commerce .

· EDI  only  specifies  a  format  for  business  information .

· It intends  to  forge  boundary-less  relationships  among  trading  partners .

· Actual  transmission  of  information  done  by  e-commerce  applications  like  e-mail , point-to-point  connections , etc.

                                    HISTORY  OF  EDI

          The government did not invent EC/EDI; it is merely taking advantage of an established technology that has been widely used in the private sector for the last few decades. EDI was first used in the transportation industry more than 20 years ago. Ocean, motor, air, and rail carriers and the associated shippers, brokers, customs, freight  forwarders, and bankers used it.
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Developed  in  1960 s  to  accelerate  movement  of  documents.
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Widely employed  in  automotive , retail , transportation  &  international  trade  since  mid-80s .
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Steadily  growing.

                       EDI  FEATURES
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Independent of trading partners' internal computerized        

    application systems.
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Interfaces with internal application systems rather than 

    being integrated with them.
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Not limited by differences in computer or communications    

    equipment of trading companies.
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Consists only of business data, not verbiage or free-form 

    messages.

                                     EDI   &   E-MAIL

                     It  is often a  matter  of  doubt  as  to the roles  served  by  e-mail  & EDI , both being concerned  with  the transfer  of  electronic  documents  over  the  web. Both  are widely  used  components  of  E-commerce.

· EDI and E-Mail are subsets of E-Commerce.
· EDI  :-

· No  human  intervention  in  data  processing.

· The  interchange  is  composed  by  one  software  for  interpretation  by  another  software.

· A  reply , if  any , is  composed  by  a  software  to  be  interpreted  by  another.

· E-MAIL :-

· The electronic transmission and storage of text messages. 

· Data  not  necessarily  software  interpretable.

· Message  &  reply composed  &  manipulated by  humans .
  EDI  IN  ACTION

                          Let's take a high level look at the EDI process. In a  typical example , a car manufacturing company is a trading partner with an insurance company. The human resources department at the car manufacturing company has a new employee who needs to be enrolled in an insurance plan. The HR representative enters the individual into the computer. The new employee's data is mapped into a standard format and sent electronically to the insurance company. The insurance company maps the data out of the standard format and into a format that is usable with their computer. An acknowledgment is automatically generated by the insurance company and sent to the car manufacturer informing them that the data was received.

                   Hence, in order to summarise the  EDI  process , the sequence of  events  in any EDI  transaction are  as  follows :
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The sender ‘s own  business  application  system
    assembles  the  data  to  be  transmitted .

[image: image11.png]



This data is translated into an EDI standard format (i.e., 

    
transaction set) .
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The transaction set is transmitted either through a  third 

     party network ( eg : VAN) or directly to the receiver's


EDI translation system .
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The transaction set, in EDI standard format, is translated 


into files that are usable by    the receiver's business


application system .
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The files are processed using the receiver's business  

    application system .

                         EDI    STANDARDS

In EDI, the electronic equivalents of common business documents, such as requests for quotes, purchase orders and invoices are transmitted electronically between the computers of trading partners. These electronic documents are given standardized electronic formats and numbers (referred to as ANSI X12 or EDIFACT  standards), so everyone involved can correctly interpret the information that is sent to them. Value-added networks provide telecommunications connectivity between trading partners .These standards are the criteria that govern the use of EDI as a data exchange format between business enterprises each of which use a different format for the storage & manipulation of its data. 

                   So, EDI standards :
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Consists of uniform formats for business documents that   

     have been adopted for electronic transmission purposes.
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Ensure that all participating trading partners use a 

     common language.
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Also provide security and control as well as other rules and 

    conventions relating to the use of transaction sets.
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EDIFACT - The internationally recognized standard for 

    EDI  started in September 1986 by the United Nations Joint   

    EDI Committee.

     EDI  CONTROL  LAYERS

               Apart  from a set of well-defined & recognized standards, EDI structure defines essentially 3 main control layers . Similar in functionality to paper-based mail systems which consist of an outer envelope , the sender’s & receiver’s addresses and the actual documents containing the information,here there are the interchange headers, the functional groups, and the transaction sets .
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Interchange :-

· The interchange serves as a transmission control envelope. 

· Contains all data from one original sending location to one  ultimate receiving   location.
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Functional Group :-

· The functional group serves as a special control envelope to perform internal   routing functions.

· Gives details such as type of the documents transferred, sorting of  the documents, department to which they must be routed, etc.
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 Transaction Set :- 

· The transaction set serves as a uniform format for communication of   the details of business information in a conventionally printed document . 
· It is the transaction set that contains the actual data to be transmitted , in an industry accepted format . 
                             EDI   TRANSMISSION

There  are  3  basic  ways  of  transmitting  EDI  documents  through  computers.
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Value Added Networks
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Interconnect Transmission
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Direct Transmission
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 Value  Added  Networks :-

· The VAN acts as a clearing house to send and/or  
                  receive data.
· Data to be transmitted can be stored by the VAN and 

          delivered on demand.

· Data can be archived and delivered a second time if 

          necessary without retransmission from the sender.

· The data transmission is secure, and  VANs may also 
         provide messages for tracking transmission success. 

For all these reasons , VANs are widely used to transfer EDI documents all over the world. However , they  are uneconomical  for small enterprises sending large amounts of data , since VANs charge for the amount of data transferred , without due regard to the time taken.
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 Interconnect  Transmission :-
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Variation  of  VAN  transmission.
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   Interconnects  2  VANs  together.
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   Employed  when  trading  partners subscribe  to  
                       different  VANs.  
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 Direct  Transmission :-   [image: image32.png]


 Direct  Transmission :-   
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 Direct  Transmission :-   

· EDI  transfers  data  directly  between  trading  partners 
· Each  partner  must  take  care  of   auditing  details , security , etc.

· Direct transmission, vs. using a VAN, is far more economical when exchanging a large volume of data. 

· Direct transmission provides a means of communication for trading partners not using a VAN. 
                      EDI  IMPLEMENTATION

To start using EDI with your trading partners, you will need the following:

1) Translator

2) Standards Reference

3) Connection

1) Translator :-

 A translator can either be created or purchased .The EDI Professional website contains a list of translator vendors. It is important to review several vendors' products carefully to ensure that the translator you select will meet your business needs. Below are some considerations when selecting a translator :

· Find out how many looping structures deep the translator     

     can handle. Compare the looping structure constraints to the 

    commonly used EDI transactions your business will be using.

· Does the translator have a GUI front-end? GUI front-ends 

    allow for easy drag and drop capabilities.

· What type of systems will the translator run on? PC, UNIX, 

    MVS, etc. What are the system requirements?

· What kind of tracking capabilities are offered?

· Does the vendor offer technical support? What are the hours 

    for technical support?

·  And, of course, what are the costs associated with acquiring, installing, and maintaining the translator.

2) Standards Reference :-

 The EDI ANSI-X12 standards are published in both paper and electronic formats. Each person/company has their own preference on which type of format to use. New releases of the standards come out several times a year. It is important to note that when creating an EDI document, the version of the EDI standards used by the two trading partners exchanging the document must be the same. Therefore, it is not uncommon to have several versions of the standards. If the paper format is preferred, you will need to allow for extra room to store the EDI standards books when they are not in use.

3) Connection :-

 A connection between you and your trading partner will need to be established to allow an electronic transfer of the EDI document. Several options are available including the following :

· Frame Relay

· Internet

· Dedicated line (i.e. T1) to the trading partner

· Dedicated line to a VAN

· ISDN

                     EDI  FOR  BUSINESS 

              The advantages of using  EDI in business are manifold . Apart from reducing costs, it is also faster, easier & helps in creating strong business relationships due to better interaction between trading partners & customers all over the world . Therefore, EDI can :

· Increase Opportunities :-

EDI greatly increases business opportunities, not only 

with the Government, but also with many private                         sector trading partners through wider diffusion of procurement  information.

· Satisfy Customers :-

            EDI is much faster in processing orders. It'll reduce 

            order time. There is high customer satisfaction with 

            faster response to orders and less paper to handle. 

           There will be faster billing. Since orders are filled 

           and delivered sooner, billing and closeout can occur 

           sooner.

· Improving Management :-

               There will be better information for management 

               decision-making. EDI provides accurate information                                            

              and audit trails of transactions, enabling you to  

              identify  areas offering greatest potential  for efficiency 

              improvement or cost reduction.  

· Reducing Costs :-

              You'll lower mailing costs. There is reduction in 

              mailroom sorting/distribution time, elimination of lost 

              documents, and a reduction of postage and other 

              mailing costs.     

· Review Expected Benefits :-

                        In addition to learning about EC/EDI so that you   

                        can sell more to the government, there are other   

                        reasons for becoming a trading partner. Benefits 

                       include increased business with other private sector 

                       companies, lower costs, and greater efficiency.

· Open Business Opportunities :-

                      EDI greatly increases business opportunities, not 

                      only  with the government, but also with many private                          

                   sector trading partners through wider diffusion of                                                          

                     procurement of information.

· Improved  Record Keeping :-

                     There are improvements in overall quality through

                  better record-keeping, fewer errors in data, reduced                               

                  processing time, less reliance on human interpretation    

                 of data, and minimized down time.

· Reducing Inventory :-

                    Reduced need for inventory frees capital. EDI permits 

                    faster and more accurate filling of orders, helps 

                  reduce  inventory and assists you in "Just-in-Time" 

                  inventory management.
    EDI  IN  INTERNATIONAL  TRADE


· Reduced   transaction  expenditures
· Quicker  movement  of  imported  &  exported  goods

· Improved  customer  services  through  track-and-trace  programs , on  the  location  of  goods

· Easier  entry  for  small-traders

· Faster  customs  clearance  &  reduced  chances  for  corruption

                        edi   applications

            EDI is currently being utilized only in a limited realm of 

activities, in spite of its enormous capabilities . It is so under- tapped , that the industry joke goes that several companies are even unaware of the expansion of EDI. As of now ,it is being

used in the following areas,apart from purely business purposes.
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 Streamlining  buyer -  seller  interaction .
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    Quick  transcript  exchange  in  universities .
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    Transmitting  large , complex  engineering  designs  created   
      on  specialized  computers , in  auto  manufacturing .
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   Sending  on-line  catalogues  to  customers  on  product- 

     prices , discounts  &  terms , for  large  MNC s .
            EDI  BENEFITS  AT  A  GLANCE      
                       CURRENT   SCENARIO

About 50,000 private sector companies in the United States are currently use EDI. Companies such as Federal Express, Eastman Kodak, American Airlines, Nike, Staples, and Prudential Insurance. EDI is widely used in manufacturing, shipping, warehousing, utilities, pharmaceuticals, construction, petroleum, metals, food processing, banking, insurance, retailing, government, health care, and textiles. According to a recent study, the number of companies using EDI is projected to quadruple over the next 6 years.

                  edi  trading  partners

Becoming a Partner :-
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What Are Trading Partners?

                                                       A trading partner is " a business that has agreed to exchange business information electronically." This  term describes any business that has been registered to conduct business electronically with the government. As the government implements EC/EDI, these trading partners will receive the bulk of Government                                         procurements. This term is also used in the commercial                         marketplace.
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Become a Trading Partner :-

                                                       If you are a small business man, you should be particularly interested in registering as a trading partner because it can provide you with many new business opportunities with both the government and  commercial market.
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Project the Future of EDI :-

                                                       Regardless of the size of your business, understand that  conversion to EC/EDI will soon be a business necessity, even if you have successfully sold to the                                 government in the past without using EDI.
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Registering as a Partner :-

                                                    Even if you are already making sales to the government , you should become a registered trading                              partner in order to remain competitive.

              APPLICATION CASE  STUDIES

Recognising the versatility of  EDI, the Technology Innovation Group of the WDA introduced the EDI (Electronic Data Interchange) and Electronic Commerce Implementation Project in 1996. Co-financed by the European Regional Development Fund (ERDF), the project aimed to support the development and implementation of electronic commerce in at least 20 SMEs. 

The initiative followed on from the successful awareness promotion activities which had been undertaken by the EDI Awareness Centre for Wales (supported by the Agency and the European Commission's TEDIS programme) during the period 1993 - 1995. The rationale for the creation of the Centre was an underlying concern about the potential impact of EDI and E-Commerce on SMEs, at a time when large organisations were developing their competitive advantage by utilising EDI between trading partners. It was felt that E-Commerce related services were becoming a prerequisite of trading in many sectors. It was a key priority to provide SMEs with E-Commerce and EDI strategy and implementation support to help keep them ahead of the competition and to be in a stronger position to win new business. 

During the implementation programme the Agency funded 44 pilot projects in order to investigate and test the requirements for the process of implementing E-Commerce in SMEs, and to better understand the conditions under which EDI and E-Commerce works. A methodology for auditing the projects was agreed which covered the major activities to be completed both by the participating SME and the various facilitating organizations. 

        The activities pioneered by the organizations included the following areas :

· enhancing management awareness of EDI and E-Commerce and outlining the specific conditions and constraints for introducing EDI related applications; 

· preparing for EDI development incorporating, the definition of the application, analysis of communication and information flow, definition of EDI messages and technical set-up, and confirmation of partner requirements; 

· implementing and testing pilot application including training;

· advising on website functionality and site promotion; 

· evaluating the outcomes and examining opportunities for further development.

                         edi  in  future

Researches  are  on , in employing  EDI  in  fields  like :-

· Railway  rolling  stock monitoring

· Ship  berthing /scheduling  notices

· Notification  of  hazardous  goods  &  cargoes

· Exchange  of  CAD/CAM  documents

· Lodgment  of  law  court  documents

· Airline  ticket  settlements

· Exchange  &  lodging  customs clearances , airway 

    bills , etc.

              It is  estimated  that in the next century , Electronic  Data  Interchange  is all  set  to  take over the world  of business transactions , replacing several currently existent , yet  obsolete methods and establish itself in all other fields where transfer of  information are to be electronically documented . It has tremendous deal in the business field , and has an extremely promising  future. 
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