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l esson One The History of EDI

N 1.1 Definition

Electronic Data Interchange ( EDI) may be most easily understood as the re-
placement of paper-based purchase orders with electronic equivalents. It is actually
much broader in its application than the procurement process, and its impacts are far
greater than mere automation. EDI offers the prospect of easy and cheap communica-
tion of structured information throughout the corporate community, and is capable of
facilitating much closer integration among hitherto remote organizations.

A more careful definition of EDI is “the exchange of documents in standard-
ized electronic form, between organizations, in an automated manner, directly

from a computer application in one organization to an application in another” .

N 1.2 Architecture for EDI

EDI can be compared and contrasted with electronic mail ( E-mail). E-mail en-
ables free-format and textual messages to be electronically transmitted from one per-
son to another. EDI, on the other hand, supports structured business messages, and
transmits them electronically between computer applications, rather than between
people.

The essential elements of EDI are .
® the use of an electronic transmission medium ( originally a value-added net-

work, but increasingly the open, public Internet) rather than the dispatch of
physical storage media such as magnetic tapes and disks;
e the use of structured, formatted messages based on agreed standards ( such
1



that messages can be translated, interpreted and checked for compliance with an
explicit set of rules) ;

o relatively fast delivery of electronic documents from sender to receiver ( generally
implying receipt within hours, or even minutes) ; ‘

e direct communication between applications ( rather than merely between com-
puters ).

EDI depends on a moderately sophisticated information technology infrastruc-
ture. This must include data processing, data management and networking capabili-
ties to enable the efficient capture of data into electronic form, the processing and re-
tention of data, controlled access to it, and efficient and reliable data transmission
between remote sites.

A common connection point is needed for all participants, together with a set of
electronic mailboxes (so that the organizations’ computers are not interrupted by one
another) , and security and communications management features. It is entirely feasi-
ble for organizations to implement EDI directly with one another, but it generally

proves advantageous to use a third-party network services provider.

N\ 1.3 Benefits of EDI

EDI saves unnecessary re-capture of data. This leads to faster transfer of data,
far fewer errors, less time wasted on exception-handling, and hence a more stream-
lined business process. Benefits can be achieved in such areas as inventory manage-
ment, transport and distribution, administration and cash management. EDI offers
the prospect of easy and cheap communication of structured information throughout
the government community,, and between government agencies and their suppliers and
clients.

EDI can be used to automate existing processes. In addition, the opportunity
can be taken to rationalize procedures, and thereby reduce costs, and improve the

speed and quality of services.

N\ 1.4 Histery of EDI

The early applications of what became known as EDI were undertaken in the U-



nited States. The idea’s origins have an international flavor, however, being traceable
back to the 1948 Berlin Airlift, where the task of coordinating airfreighted consign-
ments of food and consumables was addressed by devising a standard manifest. Elec-
tronic transmission commenced during the 1960s, initially in the rail and road trans-
port industries. The standardization of documents was a necessary concomitant to that
change. In 1968 the United States Transportation Data Coordinating Committee ( TD-
CC)- was formed, to coordinate the development of translation rules among four exist-
ing sets of industry-specific standards. A further significant move towards standardiza-
tion came with the X12 standards of the American National Standards Institute ( AN-
SI), which gradually extended and replaced those created by the TDCC.

At about the same time, the U. K. Department of Customs and Excise, with the
assistance of SITPRO ( the British Simplification of Trade Procedures Board), was
developing its own stundsrds for documents used in international trade, called Trada-
coms. These were later extended by the United Nations Economic Commission for Eu-
rope (UNECE) into what became known as the GTDI ( General-purpose Trade Data
Interchange Standards) , and were gradually accepted by some 2,000 British expor-
ting organizations.

Problems created by the trans-Atlantic use of two different sets of standardized
documeiits have been addressed by the formation of a United Nations Joint European
and Noith American working party (UN-JEDI) , which began the development of the
Electronic Data Interchange for Administration, Commerce and Transport ( EDI-
FACT) document translation standards.

EDD’s direct itpact is to reduce the amount of data capture and transcription.
This generally resulis in a decreased incidence of errors, less time spent on excep-
tion-handling, and fewer data-caused delays in the business process. Benefits can be
attained in such areas as inventory management, transport and distribution, adminis-

tration and cash management.
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1. Many smaller firms were unable to afford to participate in EDI because of

A. EDI’s standard formats

B. EDP’s high cost of implementation

C. lack of customers

D. security concern

2. occurs when one business transmits computer-readable data in a stand-

ard format to another business.

A.EFT
B. VAN
C. EDI
D. LAN

3. Because EDI transactions are business contracts and often involve large amounts of

money, the issue of

A. secrecy

B. integrity

C. nonrepudiation

is significant.



D. privacy

. The full name of EDI is

A. economics dictionary index
B. electronic data interchange
C. electronic data interface

D. economics data influence

The early applications of what became known as EDI were undertaken in

A. China
B. Japan
C. Russia
D. the United States
is a private network provider ( sometimes called a turnkey communi-
cations line) that is hired by a company to facilitate electronic data interchange or
provide other network services.
A. Virtual area network
B. Value-added network
C. Local area network
D. World wide web
. Which sentence is wrong?
A. EDI enables free-format, textual messages to be electronically transmitted from
one person to another.
B. EDI supports structured business messages, and transmits them electronically
between computer applications, rather than between people.

C. EDI saves unnecessary re-capture of data.
D. EDI can be used to automate existing processes.

activities include managing the inbound movements of materials and
supplies and the outbound movements of finished goods and services.
A. Procurement
B. Logistics
C. Transaction
D. Production
. In 1979, ANSI chartered a new committee called to develop uniform
EDI standard.



A. ASC X12

B. CM X15

C. EEE 2321

D. SEA23

10. In 1968, shippers could transform information about shipments into a computer

file that conformed to the standard format.
A.ACM
B. TDCC
C.IEEE
D. TITC



l _esson Two What is Electronic

Commerce?

Electronic commerce ( E-commerce) has been interpreted differently by different
people. In actual fact, E-commerce includes any form of computerized commercial
transactions. These transactions may mean buying and selling of products and serv-
ices on networked computers over the Internet either by consumers or between compa-
ny and company. E-commerce also includes handling purchasing transactions, elec-
tronic fund transfers (EFT) , buying and selling of new “commodities” such as elec-
tronic information concerning stock prices and classified advertisements.

However, the definition of E-commerce continues to evolve with the advance-
ment of networking technologies and application tools. It is these technologies and
tools which help improve the efficiency and effectiveness of the entire chain of the
trading process.

From an Internet perspective, E-commerce facilitates trade in cybermarkets
which are easily accessible and is able to connect traders and buyers worldwide by
way of computer technology.

Despite the excitement surrounding the Internet, it’s important to understand that
a balance must exist between traditional commerce, which would presumably continue
to exist and the increasing influence of E-commerce, be it via the Internet or through
electronic data interchange ( EDI). Malaysians may get a car price from the Web but
they still would want to visit the showroom to inspect the car — kick the tires, slam the
door, rock the car to test the absorbers and go for a test drive. And there is no deny-
ing that one key element in business transactions is the personal touch. You can be-
gin to understand that E-commerce is actually built on the supporting framework of
traditional commerce and benefits as a result of combining traditional commerce with
the increased flexibilities, offered by electronic networks.

Is it easy or difficult to implement? This has to do with the state of regulatory
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framework,, government incentives, consumer education and awareness. Standards
and laws for E-commerce operations will have to be defined in order for E-commerce
to take root locally. Our government must carefully examine and delicately deal with
global and trade matters such as taxes and duties, infrastructure, technologies, gov-
ernment policies and security.

The progressive technology evolution will continue to affect the ways and man-
ners in which trade is conducted in the virtual marketplace. Its speed of growth is
most likely to remain dependent especially from the government. As such, it is cruci-
al that the government step up its role and render its full support for E-commerce in
the country.

The United States’ government, under the leadership of Vice President Gore has
put forth a Global Electronic Commerce Framework which lists the following general
guiding principles;

1. The government should get involved in support of the legal aspect of E-com-
merce and it has to be dealt with in a simple, consistent and predictable manner.
The intervention from government should aim at activities such as fostering transpar-
ency, protecting privacy and intellectual property and preventing fraud.

2. To optimize the growth of E-commerce, the government should not impose
undue restrictions that could hinder the expansion of E-commerce arena.

3. The government has to appreciate the decentralized nature of which governs
E-commerce transactions over the Internet. Laws and regulations should be reviewed
and revised from time to time to fit into the new information age.

4. It is also important to note that E-commerce should be facilitated on a global
basis. Regardless of the jurisdiction in where a particular buyer and seller reside, the
legal framework that supports the trading should be predictable and consistent.

5. E-commerce should be driven by the private sector. The government should
encourage self-regulated industry and leadership in private sector whenever possible.

In order to build confidence among local businesses about E-commerce or doing
business in the virtual marketplace, clear ground rules and framework must be laid
out. However, it is inevitable that other global policy issues will have to be studied
and addressed on both the local and global front. These issues include :
® A uniformed commercial code for E-commerce: People who are involved in elec-

tronic business transactions should amicably agree, support and work towards
meeting the standards set for doing business over the Intemnet.
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® A iariff-free environment: A barrier-free trade environment must be encouraged for
E-commerce to happen. The imposition of new taxes and tariffs may hinder the
growth of ecommerce.

® A flexible electronic payment system: While payment transactions over the Inter-
net should be regulated and monitored, highly prescriptive regulations and any in-
flexibility imposed would do more harm than good as the commercial and techno-
logical environments for electronic payments are changing rapidly.

¢ Intellectual property protection: Intellectual property protection must be granted
on products and services traded on the Internet for both the sellers and buyers.

® Privacy: In order to allow people to feel comfortable and secure doing business in
a networked environment, their personal privacy must be safeguarded.

® Security: One of the key factors in encouraging both the sellers and buyers to stay
on conducting commerce electronically is that they must be assured on the security
and reliability of using this new medium. In essence, the passing of Cyberlaws is
timely and essential.

® Telecommunications infrastructure: For E-commerce to succeed, government must
ensure that the global information infrastructure is properly laid down. Failure to
do so would hinder the development of advanced electronic networks.

® Content: To ensure that all unwanted data, content or irrelevant information trans-
mitted over the Internet be removed and minimized, parents, teachers and all oth-
er information technology (IT) professionals must work together to promote the
development of effective, user-friendly technology tools.

- ® Technical standards: Technical standards and other structures for interoperability

should be set according to the requirements of the marketplace. This way, local
businesses can make use of the Internet as an effective medium to conduct trade

and the country can gain an economic tool as a sustainable competitive advantage.
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Quiz
1. EC can be conducted between
A. commercial-commercial business
B. commercial-governments
C. commercial-consumers
D. all of the above
2. Your E-commerce site should never give information on
A. site security
B. privacy policy
C. number of visitors to the site
D. type of database being used to collect information
3. What can EC provide for your business?
A. EC can provide your business with global access, and faster services
B. Improve competitiveness, increased product information, and reduced client
calls for support
C. All answers are incorrect
D. Answer A and B
4, provide security between the outside world and the private corporate
Intranet.
A. Hyperlinks
B. Extranets
C. Servers
D. Firewalls
5. A B2B exchange is a Internet marketplace that matches supply and de-
mand by real-time auction bidding.
A. buyer-to-business
B. business-to-business
C. business-to-buyer
D. buyer-to-buyer
10



