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Lecture # 11: EDI

DEFINITION

Electronic Data Interchange (EDI) is the computer to computer exchange of  business documents in standard format within  an organization.  For example, a buyer's computer electronically exchanges business documents with a seller's computer. 
Electronic Data Interchange (EDI) is known to be the transferring of business documents between businesses.  Today, almost all businesses such as airlines, hotels, manufacturers, retailers, and grocery stores are EDI supporters.  EDI is an advantage for a company because it safes a lot of time with paperwork, but most of all it improves customer service in all businesses.  All in all, Electronic Dat Interchange (EDI) technology is on the go.  Large volumes of papera accompany the transfer of goods between companies.  In the grocery industry, each purchase order generates a considerable amount of paper.  Today, the preparation of a businesspaper is taking up a lot of time from businesses because there are so many documents.  For example, purchase order acknowlegements, bill of lading, change notice, payment advice, and invoice adjustment are just a few to name. 
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INTRODUCTION
EDI is a new technology linking information across organizational boundaries.  EDI eliminates the manual preparation and transfer of business document. EDI is back on the fast growth track and is reshaping United Sates economy.  Electronic Data Interchange (EDI) is commonly defined as the application-to-application transfer of business documents between computers.  Many businesses choose EDI  because it is a competitive advantage for their business.

REASONS WHY TO IMPLEMENT EDI  

Many companies choose Electronic Data Interchange as a fast, inexpensive, and safe method for transferring frequently used business documents.  Electronic Data Interchange is different from sending messages or sharing files through a network or a modem.  The straight transfer of computer files requires that the computer applications of both the sender and the receiver agree upon the format of the document. Implementing an EDI system requires for users to agree with their partners about which messages to use, create policies and procedures for handling the data being sent.  The Electronic Data Interchange is facilitated through the use of a PC-based client server technology.  Electronic trading requires organizations to co-operate, agreeing that form of electronic messages and collectively committing themselves to invest in the technical and organizational adjustments necessary.  In order to implement Electronic Data Interchange there needs to be an establishment of "partnership" between trading organizations.  EDI implementation have a symbolic value to user firms because they begin a closer relationship demonstrating their committment to a long-term relationship.

INFORMATION SHARING   

The computer-to-computer interchange of business documents lets two organizations share their business information.  The sharing of information creates an ideal partnership between two parties.  Data transmission is between companies.  Companies need to cooperate with one another in order to get the EDI system running properly.
HISTORY

No one organization was full operational prior to 1979 and most respondents did not fully begin to even consider EDI until 1985.  EDI has been active for the past 10 years with more than $80,000 active EDI sites in existence today.  Since the 1980's EDI is gaining strength all over the world including  the United States government.  After the 1990's EDI is growing at a fast pace and is reshaping the United States economy.  For example, in December 1990 the General Accounting Office defined the validity of Electronic Data Interchange for contractual obligations.  All government agencies have EDI covering over $4 billion per annum in transactions.  In 1989, EDI usage increased from 17.4% to 18.4% of firms using it, according to a survey of 2,500 companies.  By the end of 1989, EDI increase to 24.2% of people using it (Hill 18). Today, companies who do not have EDI suffer from a competitive disadvantage.  Companies such as automotive, chemical, pharmaceutical, and grocery industries all are using EDI.  It is estimated that EDI is expected to double annually for the next three months.  Now, With the Internet becoming commercialized, the world's largest network will now provide the synergy required for all businesses to participate fully in electronic commerce.

THE GROWTH
Today, EDI is an inseparable part of the computer applications. The buyers and sellers using high-technology are aware of the EDI’s advantage and growth.  Many companies are getting into the EDI services offered by network companies, telephone, companies, and private telecommunications companies to generate a competitive advantage. There are many marketing agreements between organizations.  For example, Computer Associates International Inc integrated its manufacturing packages with electronic data interchange software for Premenos Corp.  If most manufacturers integrate with EDI they will be able to forecast sales and inventories on the shelves before-hand.   In the mid-1980's, Toshiba was an information system manufacturer of office automation equipment with no data processing organization.  Toshiba America Information Systems implemented an integrated information system that would allow their IBM computers to integrate data processing.  The integration allowed Toshiba to set-up with parent Toshiba Co in Tokyo, Japan.  This allowed Toshiba to transmit purchase orders at a fast pace and improving their customer service as well.  In an effort to increase profits and reduce inventory, retailers have begun to take sales information collected by the point-of-sale register, convert it to marketing and reordering data, and transmit the data electronically to suppliers.  EDI is part of a 4-year old industry initiative called Quick Response, which has become a marketing strategy designed to help retailers and manufacturers meet customer demands faster.  The strategy entails EDI in conjunction with Universal Product Code.  Retailers are applying technology to bring customers loyalty in the market.  For example,  Levis Strauss & Co used video games to promote its products.  The use of Bar Code Data and customer charge card data are used to bring back customers to the store.  Once a customer uses his/her credit card in a retail store, the store obtains personal information from that individual such as name, address, and phone number. 
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PRESENT

Today, EDI is much everywhere.  Many EDI experts are working hard to describe the contents of messages that will make exchange of data between applications in different companies possible.  More and more EDI messages are being developed.  The EDI will change in two ways: at the low end it will have a format suitable for high-speed exchange of data between computers.  On the other end, we will see the EDI standardization move to the meta-level and no longer be concerned with details. The EDI system involves software, used internally for generating and interpreting electronic documents, third party value-added networks (VAN) services, for assisting EDI communications between companies and providing additional value-added services.

BENEFITS

When EDI system begins to implement in a organization it has many benefits.  All business will now be able to enjoy the cost savings on a afforded to only large corporations, the cost of doing business is decreasing. Business that have many departments from accounting, customer service, manufacturing, marketing, purchasing, receiving, sales, and shipping enjoy the used of EDI.  The computer-to-computer interchange has many benefits.  For example, with a purchaser and supplier usage the benefit is an advantage.  A purchaser sends the supplier and EDI purchase order, then the process continues with the moving of business documents being switch with the two parties.  The EDI system changes paper, labor with the automated electronic communication system.

IMPROVE CUSTOMER SERVICE

EDI is a method of improving customer service.  The quick transfer of business documents helps attend customers needs a lot faster. When an organization implements EDI it improves customer service in many different ways. It decreases lost sale, decreases back orders, partial shipments and expedites, decreases overtime, decreases data entry error, but it increases customer good will and that is what customers enjoy the most.  K-Mart and other retailers have implemented a program called Vendor Stock Replenishment (VSR).  VSR requires that vendors maintain appropriate inventory levels in all stores which is important to the customer too.  

LESS PAPER TRANSACTIONS


Electronic Data Interchange replaces paper because it is doing all the work by computers. EDI documents are stored in a computer mailbox.  In doing so, it reduces or eliminates expenditures on forms.  Forms such as: postage, reproduction of more forms (fax/mail copies), storage and administrative overhead such as filing and retrieval.  Reduction in paper processing means more timely order processing, elimination of data entry errors, reduction of inventory levels, more timely payments, most important much better customer service.

IMPROVES TRADING PARTNER RELATIONSHIPS

In order for EDI to improve trading partner relationships, both parties must see its benefits.  EDI encourages a tremendous degree of cooperation between trading partners. 
STEPS TO IMPLEMENT EDI  

Taking the first steps into EDI is an important business decision.

I. Create an EDI advocate: Is the implementation of organizations  to get employees involved.  Managers or high-level supervisors should get employees enthusiastic about the implementation, letting the employee know that their job depends on the implementation working out.  Employees involvement in meetings is also a good way to create an advocate. II. Automate processes, not paperwork: EDI changes the way an organization does business because it concentrates on the information that moves around the company.  The implementation of new technology changes an organization view of business. III. Get management commitments: There needs to be support from high-level management in the use of EDI.  The cooperation of  management and their employees is important at this stage. IV.  Hook up with you industry’s EDI standards body: Groups shape nationally standardized messages to their own specific business needs. V.  Recognize the importance of partnership: The establishment of a relationship with partners is important because it is an opportunity to build new and different relationships.  VI.  Make the first implementation simple: Work with partners who are familiarized with the same technology. VII. Hook-up with our industry’s software provider and value- added network: Work with the specific software provider and network that gives the company the least problems. VIII. Start with easy messages: For example, a Purchase Order is known as an 850 message. IX.  Create an overall implementation strategy: Plan before getting into the EDI and approach the customers that account for the most business and who will be able to explore the technology in your organization. X. Build on your success: Work with groups who are currently using the same technology as your company’s.

ADVANTAGES

The Electronic Data Interchange has several advantages.  For example, there is a group called the “Central Texas EDI User’s Group” which is an informal, cross-country, regional EDI Users’ Group which shares information and ideas with users, expands the regional scope of EDI, informs and educates the business community, provide a forum for technical and business presentations, and increase the opportunity for personal contacts and networking.
DISADVANTAGES

However, there are several disadvantages for the EDI world.  The EDI in this world is not clearly defined because experts have not found a way to explain to the Internet World EDI benefits . For example, the transactions in Cyberspace are not secured because there needs to be an implementation of highly sophisticated techniques to allow consumers to pay for services electronically.  As EDI is transported on the Internet secured EDI messages and transmission need to be standardized.  Commerce on the Internet is new, with developments and partnerships forming daily.  There needs to be much progress in linking buyers, suppliers, transporters, governments and banks using EDI in order to be able to operate well on the “Information Super-Highway”.  Companies need to understand that EDI is the way to survive in the world beyond the year 2000.  Also, EDI has other disadvantages such when an organization implements its use.  For example, need to change internal system, lack of know-how, lack of system integration, difficulty of economic assessment, lack of cooperation with external parties, and lack of interest between partners.  
FUTURE

Technology is advancing at a fast pace all over the world.  The questions is? "What will be the role of EDI beyond the year 2000?".  There is an important role for Electronic Data Interchange organizations because they need to create awareness for the valued of EDI within our world of Telecommunications, Mobile Data, Film and Video, and television.  The largest single development in the EDI will be its tie to the Internet.  Almost all financial institutions and major credit cards corporation are joining Internet start-ups and EDI will get closer to the Internet marketplace at a fast pace.   Today, we can see "Internet" almost everywhere at home, schools, and on the job places.  It is true to see that Electronic Data Interchange is changing our world completely.  It seems it is impossible to work in an organization without the use of a computer because businesses are using EDI as the means of exchanging business document on a daily basis.  The use of computers is very important in our world because we see computers in every office desk, train, plain, and automobile.

IN THE HOME

In the future, we will see ‘Interactive TV’ and ‘Video-on-demand’ which will give us the opportunity to view the programs we like to watch at a time we select.  The use of a television box will no longer exist.  Also, we will no longer be stuck to our neighbors for any social activities because we could now “chat” with people worldwide sharing common interests.  In the home, the house will be filled with electronic devices that will control room temperature, lighting, and security at night.  The use of mobile telephones are being used now in automobiles, and cars will soon be equipped with voice recognition so we can keep our hands on the wheel while we drive.  It is wise to say that a complete Mobil office will be suited in a car in the future.
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IN EDUCATION

At school, the computer will change the way teaching is taught in schools.  For example, the computer will feed and teach students information in a much more effective way.  The computer will get students engaged in educational programs.

IN MEDICINE

The physician’s presence will no longer be necessary because everything in the doctors office will be handled by robots.  There will be remote testing and remote diagnostic on patients.  The use of robots in surgical procedures will enable physicians and specialist perform an operation from miles away .

IN THE CONSUMER MARKET

But, the most significant change will be in the consumer market.  Today, the Internet provides us with “Home Shopping”. Home Shopping lets us shop from our computer.  For example, consumers can go shopping for a new CD by selecting their favorite songs and having the CD custom made and delivered to their home.

IN THE BUSINESS WORLD 


It is seen already that the business office is changing tremendously, but people will begin to work from their homes-’teleworking’ at a faster pace.  Video-conferencing will be appropriate for long-distance meetings in order to avoid the long traveling from home.

CONCLUSION


Electronic Data Interchange (EDI) has a future to be seen with many changes in technology.  EDI can only be one component in a company’s overall effort to improve quality, cost, delivery, and service. EDI is constantly changing because it is based on “commonplace” technology.  As you can see, there are many more new technologies that will be introduced in the Year 2000.  But, as for right now, EDI has been proven to be an effective computer system in most businesses.

