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What is EDI?  
 

Electronic Data Interchange (EDI) is the exchange of business documents, such as purchase orders and invoices, between 
business partners in a standard format. EDI documents are machine-readable; meaning business processes can be easily 
automated. zulily can seamlessly integrate with leading ERP and accounting software solutions.  
  

Costs of Implementing EDI  
 

Companies that have already invested in EDI do not have as many upfront costs as companies that are new to EDI.  
The costs for vendors already using EDI might include:  

 Personnel costs to create and test EDI maps, complete integration testing, establish and maintain connectivity 
with zulily to exchange documents  

 Additional Value Added Network (VAN) costs, if using one  
  
If you are new to EDI, the costs can vary depending on the type of solution that you choose:  

 In-house EDI using direct SFTP or AS2 connection (hardware/software needs)  

 In-house EDI using third party Value Added Network (VAN) connection  

 Third Party Managed Services  

 Third Party web forms solutions (not recommended)  
The cost of each of these options should be considered. You may wish to hire an outside consultant to help  
 

Strategic Benefits  
 

Whether EDI can provide your business with strategic benefits is best answered by asking yourself the following 
questions:  

 Do you have the need or vision to generate savings and efficiency by implementing or increasing  
automation?  

 Is the ability to meet customer and vendor demands and requirements a driving factor in your business, perhaps 
even more a factor than pricing?  

 Is the timing and accuracy of the delivery of goods and services critical to your customers and vendors?  

 Could a significantly faster delivery time to your customers and distributors be turned into a competitive 
advantage?  

 Would EDI enabled systems favorably affect your payment terms and agreements with  
customers and suppliers?  

  

Operational Benefits  
 

With an EDI system in place, you should save time and money processing and executing customer orders. Studies of EDI 
systems show that it takes up to five times as long to process a purchase order manually as it does electronically. With 
EDI, documents are processed electronically and error-free, minimizing processing time and the number of staff 
required. Studies suggest that an automated system saves 2/3 of the costs involved in manually processing a customer 
order.  
 

Improved Order Fulfillment  
 

EDI-based reporting provides managers with access to data and process-status information, which enables them to 
make more accurate and informed business decisions. EDI-based reporting can also improve the analysis of pricing 
changes and promotional ties. Most importantly, it can maximize product availability despite shifting demand, by 
enabling faster analysis and recognition of demand trends. EDI-enabled manufacturing firms reported an average 
inventory reduction of 10%.  
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  Personnel Reduction  
 

A properly enabled EDI system will reduce labor time and cost in the following areas:  

 Document preparation  

 Error detection and correction  

 Reconciliation  

 Mail preparation  

 Telephone calling  

 Data entry  

 Overtime  

 Supervision expenses  
Studies show as much as a 50% reduction in required staff after implementation of EDI.  
  

Cash Flow Improvements  
 

Reduced operating expenses and improved accuracy when purchasing provide direct cash flow benefits. With EDI 
systems you should be able to:  

 Negotiate better payment terms  

 Take advantage of discounts  

 Enter more long term contracts  
Although this area is difficult to quantify, most accounting departments can attest to the benefits of improved corporate 
cash flow.  
  

Cycle Time Reduction  
 

Cycle Time is the amount of time between a customer placing a purchase order and receiving the goods. Reducing cycle 
times can:  

 Increase competitive advantage  

 Decrease carrying costs  

 Decrease shrinkage costs  

 Improve cash flow  
Studies show EDI is able to reduce order cycle times by 50% 
  

Inventory Reduction  
 

EDI systems can reduce inventory costs because of:  

 More accurate demand forecasts  

 Reduced cycle time  

 More dependable supplier schedules  
 

To estimate the possible reduction of inventory, multiply the number of days by which order cycle-time can be reduced 
by the value of inventory on hand. For example, if you carried an eight-week supply of finished goods and were able to 
reduce cycle time by 25% from 30 days to 22.5 days, it may only be necessary to hold a six-week supply of finished 
goods. This would result in reduced costs including cost of goods, storage space, service, and insurance.  


