AMPLIFA PROCUREMENT GLOSSARY

EDI: Designing electronic data interchange in
B2B procurement efficiently

EDI (Electronic Data Interchange) refers to the standardised electronic exchange of business
documents such as purchase orders, despatch advices and invoices between companies. In
industrial procurement, EDI replaces manual processes such as email, fax or paper documents
and creates end-to-end automated information flows along the supply chain. For buyers and
suppliers, EDI is therefore a central foundation for fast response times, low error rates and reliable
supply chain data.

Key facts

- EDI is the standardised, automated electronic exchange of business documents between
companies.

» Typical formats are EDIFACT, ANSI X12, XML-based formats and IDoc.

» Core processes are purchase order (ORDERS), order confirmation (ORDRSP), despatch advice
(DESADV), invoice (INVOIC) and remittance advice (REMADV).

« In practice, EDI frequently reduces process costs per order by a mid double-digit percentage
compared with manual processing.

« Important quality criteria are document completeness, supplier response times and the data quality
of the exchanged content.

« Connection is typically via classic WAN/VPN links, AS2, SFTP or cloud-based Web EDI portals.

Definition: EDI

Electronic Data Interchange (EDI) is the electronic exchange of structured business documents
between the IT systems of different companies in an agreed standard. Unlike email or PDF invoices, the
data is transferred in machine-readable form and taken over directly into ERP or inventory management
systems. In procurement, EDI is thus the backbone of operational order and logistics communication
with the supplier.

Distinction from other exchange methods

EDI is not the same as a supplier portal or Web EDI: a portal is a browser interface via which smaller
partners enter documents manually or semi-automatically. Classic EDI takes place system-to-system
without manual intermediate steps. E-invoicing and PDF-based processes lie in between: they are
electronic but, without a fixed structured data model, cannot be fully automated. In practice, many
companies combine both: core suppliers via classic EDI, the rest via a portal.

» Classic EDI: system-to-system, high automation, connection usually via ERP
* Web EDI/portal: browser-based, quick to set up, suitable for smaller suppliers
* Email/PDF: flexible, but error-prone and with no data quality gain
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Legal framework

EDI agreements typically govern the validity of electronically transmitted declarations, the burden of
proof, archiving obligations and settlement modalities. In many industries, an EDI agreement has
become established as an annex to the framework agreement. Tax requirements for electronic invoices
and retention periods must be examined case by case and should be coordinated with the tax and legal
departments.

» Contractual anchoring in the framework agreement or EDI agreement
* Regulation of disruption scenarios, escalation routes and transition phases
» Check archiving and audit-compliant retention

Formats, message types and technical connection

The practical benefit of EDI depends heavily on the choice of format and connection type. Both should
be guided by the supplier base and process volume rather than by the technical preferences of
individual departments.

Common formats and standards

In European mechanical and plant engineering, UN/EDIFACT dominates; ANSI X12 is also relevant
worldwide, particularly in trade with North American partners. Industry associations have defined
subsets derived from these that standardise the exchange between suppliers and OEMs. In addition,
XML-based formats and open standards are becoming established that can be integrated more easily
into modern system landscapes. For SAP environments, IDoc is a widespread internal format that is
translated into EDI standards via converters.

* EDIFACT: ORDERS, ORDRSP, DESADV, INVOIC, REMADYV as core message types

« ANSI X12: frequently required in transatlantic business
» XML/JSON: flexible, common for APl and cloud connections

Connecting small and medium-sized suppliers

Large suppliers bring their own EDI expertise and service providers. Smaller suppliers rarely do; here
Web EDI has proven its worth, with partners entering documents via a portal and the portal providing
the structured data. It is important to anchor the connection strategically in Supplier Lifecycle
Management (SLM): from onboarding through maintenance of supplier master data to regular review of
catalogue compliance, so that order data and catalogue content remain consistent.

* Onboarding tiers: XML/CSV, Web EDI, full EDI according to volume

» Maintain supplier master data and contacts to avoid disruptions
» Assess compliance requirements and reflect them in the supplier scorecard

Typical process flow in procurement

An end-to-end EDI process begins with the transmission of the purchase order (ORDERS)), is followed
by the order confirmation (ORDRSP) with quantity, schedule and price deviations, and continues via the
despatch advice (DESADV) through to the invoice (INVOIC). In framework agreements with call-offs,
delivery schedules and detailed planning of purchasing capacities complement the flow, for example in
series production in the automotive and electronics industries. Finally, the receiving system
automatically matches advice note, goods receipt and invoice.

« ORDERS: order transmission with line items, deadlines and Incoterms
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* ORDRSP: deviation check as an early warning indicator for delivery reliability
+ DESADV and INVOIC: basis for automatic three-way matching

Methods and approach for EDI introduction

An EDI introduction is primarily an organisational and partner management project, and only
secondarily an IT task. Successful programmes follow a staged approach with clear prioritisation by
spend and criticality.

Prioritisation by spend and process relevance

It makes sense to start with the top suppliers by annual volume and high order frequency, since the unit
cost effect per order is greatest there. Commodities with high transaction volumes such as C-parts,
standard mechanics or logistics services typically deliver the quickest successes. For strategic partners
where contract negotiation and negotiation techniques take centre stage, EDI remains a hygiene factor,
albeit one that significantly stabilises collaboration.

» ABC analysis of the supplier base by volume and transaction count
 Pilot with two to three cooperative partners over about three months
* Rollout in waves with clear deadlines (binding conversion deadline)

Onboarding and agreements

For each partner, format, message types, test environment and incident management are agreed on a
binding basis. The binding deadline for switching from manual to electronic processes should be
recorded in the framework agreement or the EDI agreement, including consequences in the event of
non-implementation. In parallel, it must be ensured that supplier master data, price and condition data
and Incoterms arrangements are consistently maintained, since EDI automatically multiplies existing
data errors.

* Document format and process specification per partner

« Test phase with parallel run and deviation log
» Bindingly agree go-live date and conversion deadline

Data quality as a prerequisite

EDI automates processes but does not improve poor master data. Missing material numbers, outdated
prices or inconsistent units lead to deviation messages and manual rework that erode the automation
benefit. Before rollout, a cleansing of the relevant data areas and a definition of mandatory fields in the
data model are recommended so that messages are complete and interpretable.

» Define a mandatory field catalogue per message type
« Set up validation rules for prices, quantities and deadlines
* Regular data quality monitoring with clear responsibilities

Key KPIs for EDI programmes

EDI can be managed in a measurable way. The following metrics have established themselves in
practice as central control variables for procurement and IT managers and should be monitored per
supplier.
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Process and quality metrics

The automation rate describes the share of purchase orders processed without manual intervention.
The document discrepancy rate measures how often the order confirmation or invoice deviates from the
target. In addition, supplier response times to purchase orders show whether the supply chain is digitally
fast or only formally digital.

» Automation rate: share of documents processed touchlessly

» Discrepancy rate: deviations in ORDRSP and INVOIC against target
» Average lead time: time from ORDERS to ORDRSP

Economic metrics

Process costs per order typically fall noticeably through EDI; common benchmarks in practice are a
reduction in cost per transaction of around 30 to 60 per cent compared with manual processes. It is
important to capture these savings systematically in order to avoid savings leakage, i.e. the erosion of
calculated savings through claims, detours or parallel processes.

« Compare cost per order before and after EDI introduction
» Share of electronic documents as a rollout KPI per commaodity
* Lagging indicator: share of manual corrections after go-live

Risks and controls in EDI use

EDI reduces errors but shifts risks: transmission disruptions, faulty data or a lack of agreement with
partners can affect supply chains faster than in a paper-based process. Controls must therefore be
applied at the interfaces.

Technical and process risks

The most common risks include transmission disruptions, duplicate or lost messages, format changes
on the partner side and missing confirmations. Without monitoring, such disruptions go unnoticed until a
delivery is missing. Message monitoring with alerting and defined escalation routes is therefore
standard in mature EDI programmes.

* Message monitoring with acknowledgement-based status per document
 Incident processes with escalation levels and contact lists
» Regular certification and test cycles with key partners

Organisational controls

EDI shifts responsibility to interfaces: who checks deviations in the order confirmation, who gives
approvals for invoice corrections? Clear roles in the procurement and scheduling functions as well as
training prevent electronic documents from passing through unchecked. In addition, deviation thresholds
should be defined above which a manual check is automatically triggered, for example in the case of
price, quantity or schedule deviations.

» Role model for confirmation and invoice checking
* Thresholds for automatic approval and manual checking
* Reporting routes integrated into supplier evaluation
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Current developments: cloud, APl and e-invoicing

The EDI market is changing: classic value-added networks and line-formatted messages are being
complemented by cloud-based platforms, API connections and hybrid models. At the same time, legal
requirements for electronic invoicing increase the pressure to expand structured data flows
comprehensively.

APIs and hybrid scenarios

Modern architectures combine EDI for standardised mass messages with APIs for real-time queries
such as availability, status data or demand sensing. This allows short-term demand signals from sales to
be translated more quickly into delivery schedules and detailed planning of purchasing capacities to be
steered more dynamically. For pricing processes, for example when linking to a commodity index or
automated freight surcharge calculations, APl connections enable up-to-date data transfer.

- EDI for mass transactions, APIs for status and market-based data
» Connection of market and index data for price adjustments
 Interface to forecast processes and customers' sales forecast

E-invoicing and regulatory influence

The transition to structured electronic invoicing in many European countries also affects EDI
programmes, as invoice formats, archiving and transmission obligations are defined. Companies should
review their EDI invoice processes accordingly and plan transition arrangements. The specific legal and
tax requirements must be examined case by case and coordinated with the specialist departments and,
where applicable, external advisors.

» Stocktake of invoice formats per country
* Review of compliance requirements for archiving
» Transition planning for partners without structured invoicing

Typical metrics

Automation rate: > 90 %
Share of documents processed touchlessly with EDI-connected partners

Share of electronic documents: > 80 %
Share of electronic documents of total volume as rollout target

Invoice discrepancy rate: <2 %
Deviations in INVOIC matching as a data quality indicator

Process costs per order: 30 to 60 %
Typical benchmark compared with manual processing in practice

Confirmation time (ORDERS to ORDRSP): < 24 hours
Common target for system-to-system connection

Practical example

A mid-sized mechanical engineering company with around 1,500 active suppliers previously processed
purchase orders predominantly by email and PDF. Following an ABC analysis, the 80 most important
suppliers by spend and transaction volume were prioritised and connected via EDIFACT in three waves;
smaller partners were given a Web EDI portal. After just over a year, around 85 per cent of the order
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volume was handled electronically.

« Pilot with three central component suppliers including ORDRSP deviation management

» Binding conversion deadline per supplier wave in the framework agreement

« Message monitoring with automatic escalation in the event of missing confirmations

« Cleansing of supplier master data and definition of mandatory fields in the data model before rollout

Conclusion

For industrial procurement organisations, EDI is less a technology issue than a process and partner
management issue. The decisive lever lies in consistent prioritisation by spend and transaction volume,
binding agreements with the suppliers and the maintenance of the underlying master data. Those who
take data quality, monitoring and deviation management seriously realise noticeably lower process costs
and faster response times in the supply chain. Hybrid scenarios combining classic EDI, portals and API
connections are the practical standard today. EDI thus forms the foundation for further digitalisation
steps in procurement, from automated matching to data-based planning and evaluation processes.

Frequently asked questions

What does EDI mean in procurement?

EDI stands for Electronic Data Interchange and refers to the standardised electronic exchange of
business documents such as purchase orders, order confirmations, despatch advices and invoices
between the systems of customer and supplier. In procurement, EDI replaces manual processes such
as email or PDF. This significantly reduces process costs, error rates and throughput times.

Which EDI formats are common in industry?

In Europe, UN/EDIFACT is the most widespread standard, while ANSI X12 is common in business with
North American partners. In addition, XML-based formats and open API standards are used, particularly
in cloud and ERP-integrated solutions. For SAP users, IDoc plays an important role as an internal
format. The choice depends on industry, partner landscape and IT landscape.

What advantages does EDI offer small and medium-sized enterprises?

Smaller suppliers also benefit through faster order confirmations, fewer queries and automatic invoice
matching. Web EDI portals often allow entry without major IT investment. Prerequisites are clean master
data management and the willingness to convert processes on a binding basis. In practice, processing
times and invoice discrepancies typically decrease noticeably.

How much does an EDI connection cost?

The costs consist of one-off expenditure for format development, testing and, where applicable,
software, plus ongoing costs for operation, service providers or portal usage. As a rough guide, one-off
costs per partner are in the low to mid four-figure euro range, with ongoing costs often in the two-digit to
low three-digit range per month, depending on scope. The exact amount must be assessed individually.
The break-even usually results from process costs saved per order.

How does EDI differ from Web EDI and supplier portals?

Classic EDI takes place fully automatically between the partners' ERP systems. Web EDI runs via a
browser interface into which suppliers enter or confirm documents; the data is transferred in structured
form to the customer's system. Supplier portals additionally often offer functions such as status queries
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or document exchange. In practice, classic EDI is combined for major partners with portals for the rest.

Which EDI messages are particularly important for procurement?

Central messages are ORDERS (purchase order), ORDRSP (order confirmation), DESADV (despatch
advice), INVOIC (invoice) and REMADYV (remittance advice). In series production, delivery schedules
and call-off reporting procedures are added. The order confirmation allows schedule, quantity and price
deviations to be detected early and included in supplier evaluation.

Amplifa Marketplace - Procurement glossary amplifa-marketplace.com/en/glossary/edi



