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About This White Paper

B

y delegating EDI to a third party, a business can focus
internal resources on other activities. It can sidestep
technical learning curves and complexity that might
delay service delivery. And a well-qualified EDI-asa-service provider can produce results rapidly while avoiding
common errors that can risk business operations and trading
partner relationships.
One of the signature benefits of EDI-as-a-service is reduced
complexity. Delegating EDI implementation and operations
makes it simpler for business clients to engage in EDI.
But when planning and evaluating EDI services, operational
simplicity comes at a cost. Decisions that can be deferred when
self-implementing, including exception-handling and change
management processes, how to accommodate non-standard
connection and transaction requirements, and others, must be
made prior to signing an EDI services agreement. To make good
decisions in these areas, EDI-as-a-service clients must gain
an understanding of provider capabilities, service options, and
consequences.

WHAT IS
EDI-AS-A-SERVICE?
EDI-as-a-service, also
known as EDI outsourcing
or EDI managed
services, refers to the
delegation of Electronic
Data Interchange
(EDI) provisioning,
implementation, and
management activities
to an external service
provider.
It offers an alternative
to self-management for
businesses that lack the
resources or capability to
manage EDI directly, or
prefer to outsource EDI for
other business reasons.

There is no magic formula for choosing the right EDI service,
since the situation and needs of each business are unique.
But by observing the following planning and evaluation best
practices, you can avoid pitfalls that can inflate costs or disrupt
business operations.
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VERIFY THAT EDI-AS-A-SERVICE
IS A GOOD FIT FOR YOUR BUSINESS
Under ideal circumstances, EDI-as-a-service can work for
any business. However, EDI-as-a-service is better suited to
some businesses than to others, based on factors like the
ones listed below:

GO-LIVE URGENCY
When implementation requirements are
modest EDI-as-a-service usually requires less
time and effort for initial provisioning than selfmanaged EDI.
STRATEGIC VALUE OF EDI
Transportation, 3PL, and other information-driven
businesses with a strategic stake in reliable,
responsive EDI generally prefer the increased
control offered by self-managed EDI, so might
not be ideal candidates for EDI-as-a-service.
NUMBER OF TRADING PARTNERS
Businesses with hundreds or thousands of
trading partners will experience higher change
management and exception management
costs with either approach. Supply-side and
intermediary businesses focused on customer
service excellence may be able to provide
better service at lower cost with self-managed
EDI than with EDI-as-a-service, however.
QUALIFIED IT RESOURCE AVAILABILITY
Businesses without EDI experience or available
IT resources that can be trained to manage
EDI are generally good fits for EDI-as-aservice, unless other factors argue for bringing
EDI in-house.
PARTNER-SIDE VARIABILITY
Intermediary and supply-side businesses that
must accommodate the transaction, protocol,
and service level demands of many customers
need a wide range of implementation capabilities.
Self-managed EDI is a better fit for such cases.
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INTERNAL INTEGRATION
CUSTOMIZATION
Businesses that want to
minimize manual processing
errors and delays must
integrate EDI processes
directly with businessspecific applications and
data. This integration requires
internal business and IT
system knowledge, which
favors self-managed EDI over
EDI-as-a-service.
FREQUENCY
OF CHANGE
Suppliers of commodity
goods and services generally
experience high partner
“churn” and have higher
onboarding and maintenance
urgency. Self-managed EDI
offers greater control over
implementation speed and
cost for such cases.
SERVICE LEVEL
COMPLEXITY
Large EDI trading partners
may impose strict service
level conditions with chargebacks, vendor scorecard
penalties, or other negative
consequences if violated.
Self-managed EDI provides
a higher degree of control
over exception-handling and
change response than EDIas-a-service, reducing the
risk of service level violations.
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EDI-as-a-service can be a viable option even in the presence of factors that favor self-managed
EDI. But such factors introduce dependencies on less common customization capabilities and
services, and thus, may increase cost and risk.
A note on opex budgeting: Operating expense (opex) budgeting has been a traditional differentiator
and advantage of EDI-as-a-service. It is absent from the table above because subscription license
options are now available for many EDI middleware (self-implementation) offerings. Because opex
budgeting is available for both EDI-as-a-service and self-managed EDI, it is no longer the decision
factor that it once was.

Factor

Choose EDI-as-a-service
if the factor is:

Choose self managed
EDI if the factor is:

Go-live urgency

High

Low-High

Strategic value of EDI

Low-Medium

Medium-High

Number of trading partners

Low-Medium

Medium-High

Qualified IT resource availability

Low

Medium-High

Partner-side variability

Low

Medium-High

Internal integration customization

Low-Medium

Medium-High

Frequency of change

Low

Medium-High

Service level complexity

Low

Medium-High

©2018 Cleo. All rights reserved. Cleo is a trademark of Cleo. Other marks are the property of their respective owners. 2016-18-04.

+1.815.282.7695 cleo.com

6

2

CONDUCT A DETAILED INVENTORY OF
YOUR CURRENT AND FUTURE EDI NEEDS
If EDI-as-a-service is the best choice for your business,
choosing the right services and service levels begins with
an examination of your current EDI needs, including:

CONNECTIONS
How many trading partner connections you need,
and of what type(s)
TRANSACTIONS
How many transaction types you need, including
non-standard ones (e.g., proprietary XML, flat file,
or spreadsheet document exchange)
INTEGRATION
What kind of “last-mile” integration you need with
enterprise applications and data
REQUIREMENTS
Average and peak transaction processing
requirements
INTEL
What information you will need in order to
monitor service delivery and results
Most EDI-as-a-service offerings require a
multi-year commitment. That’s enough time for
your EDI needs to change. So also take into
account potential future needs, such as:
•• Future trading partner connection
options
•• Additional transaction types
•• Enterprise application and data changes
that could affect last-mile integration
•• Transaction volume growth
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When considering future
needs, it is important
to distinguish between
changes to your initial
EDI implementation and
brand-new requirements.
You probably can’t predict
exactly how your EDI needs
will differ in 2 or 3 years, so
look for providers with broad
capabilities and agreement
terms that are sufficiently
flexible to accommodate
changing conditions.
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USE A LIFECYCLE FRAMEWORK TO
EVALUATE EDI-AS-A-SERVICE OPTIONS
Comparing available EDI-as-a-service models and options can
be confusing without a common basis for evaluation. Applying
a lifecycle framework to your evaluation not only makes it
easier to compare provider options, it also helps to uncover
potentially important service gaps in provider offerings.

A basic lifecycle framework for EDI-as-aservice should encompass four kinds of
activities:
GATHERING AND PLANNING
Partner specs and data gathering, service
planning, and implementation readiness tasks
that ensure service delivery will meet business
needs.
DESIGN AND IMPLEMENTATION
Delivery of complete, customized end-to-end
EDI processes that are tested and ready for
production.
MONITORING AND MANAGEMENT
Daily EDI operations activities that deliver
correct results and meet required service
levels.
CHANGE MANAGEMENT
AND MAINTENANCE
Ongoing updates to EDI processes and
middleware in response to trading partner and
operating environment changes.
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GATHER/PLAN

EDI-as-a-service providers offer a variety of
service options and may use different terms
when referring to the same capabilities. Using
a lifecycle framework can help you cut through
the jargon and focus on just the services your
business requires.
GATHER/PLAN
•• Gather TP specs/data
•• Analyze requirements
•• Size environment
•• Configure EDI infrastructure
•• Plan, schedule, and staff EDI implementation

DESIGN/IMPLEMENT

MONITOR/MANAGE

CHANGE/MAINTAIN

DESIGN/IMPLEMENT
•• Provision partner connections
•• Map transaction data
•• Integrate with enterprise applications and data
•• Test/deploy
•• Manage go-live

MONITOR/MANAGE
•• Monitor activity
•• Handle exceptions
•• Manage service levels
•• Report results
•• Archive/purge logs

CHANGE/MAINTAIN
•• Provision new partners
•• Configure new transactions
•• Upgrade document versions
•• Upgrade app/data interfaces
•• Maintain platform and middleware
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CHOOSE AN EDI-AS-A-SERVICE MODEL BASED ON
REQUIREMENTS, NOT PROVIDER CAPABILITIES
EDI-as-a-service offerings provided “on-network translation”
capabilities hosted on Value Added Networks (VANs). Limited
EDI translation options offered some data format flexibility,
but direct integration with enterprise applications and data
resources, if offered, was an expensive customization.

Modern EDI-as-a-service alternatives offer
greater flexibility in the following areas:
RANGE OF SERVICES
Today’s service offerings may include full
life cycle management, last-mile integration,
customized monitoring, and other options.
TRANSACTION SUPPORT
In addition to standard EDI transaction formats,
providers may support transformation of XML,
flat file, and even spreadsheet data.
LAST-MILE INTEGRATION
To avoid costly manual processing, EDI-as-aservice must integrate directly with enterprise
applications and data. Some providers offer
adapters and custom integration services to
satisfy this last-mile integration requirement.
LICENSING OPTIONS
EDI-as-a-service licensing options include
fixed-price subscriptions, usage-based
subscriptions, and hybrid options with
perpetual license entitlements.
DEPLOYMENT OPTIONS
Most providers offer EDI-as-a-service on
hosted or cloud environments. Some also
offer on-premise options for businesses with
security, availability, or latency concerns, or
customized last-mile integration requirements.
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EDI-as-a-service
Although EDI-as-a-service is traditionally hosted, some providers offer
services using on-premise middleware to satisfy demanding integration,
security, availability or latency requirements.

Trading Partners

Warehouse/3pi

Cloud/SaaS

An EDI-as-a-service
evaluation checklist should
reflect all functional, service
delivery, and integration
requirements, plus
deployment and licensing
preferences. Taking time
for this analysis before you
evaluate service providers is
the best insurance against
choosing a solution that
adds unnecessary cost and
complexity.

Hosted
EDI-as-a-service

Firewall

Last-mile
integrations

On-premise
EDI-as-a-service

ERP/TMS/WMS

Databases/
FileSystems/Applications
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BROADEN YOUR VIEW OF TCO
Understanding a provider’s fee structure and one-time
charges may not give you a complete understanding of
EDI-as-a-service costs. Total cost of ownership (TCO) can
include direct and indirect costs that don’t surface during
provider discovery.

A complete TCO analysis should include at
least the following:
PROVISIONING CHARGES
A provider may assess one-time charges for
account setup, mailbox setup, user setup,
software licensing, and other initial provisioning
activities.
IMPLEMENTATION CHARGES
These may include per-transaction and perpartner configuration charges, in addition to
last-mile application and data integration costs.
RECURRING FEES
Most EDI-as-a-service offerings assess
monthly or annual subscription fees that vary
according to level of service, and may also
include per partner / endpoint, or per deployed
EDI process fees.
USAGE-BASED FEES
Some service models include billable fees
based on measured usage, such as pertransaction / document or per kilocharacter
fees.
PARTNER SETUP FEES
These fees cover ongoing partner setup costs
incurred after the initial implementation.
CHANGE FEES
These include changes to existing EDI
processes, new transactions, EDI version
updating, and, if offered, changes to last-mile
application and data interfaces.
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EXCEPTION-HANDLING AND ERROR RESOLUTION FEES
Usually assessed per-incident, these fees cover the cost of diagnosing and handling out-of-band
exceptions.
EARLY TERMINATION FEES
Abandoning your chosen EDI-as-a-service solution before the agreement term ends may require
payment of an early termination fee.
INDIRECT COSTS
It is important to include in your TCO analysis the cost of supplemental solutions or processes
needed to satisfy requirements that are not met by your EDI service provider. For example,
incomplete support for required partner transactions or last-mile integration gaps may necessitate
programming and / or manual processing and thereby increase personnel, error correction, and
training costs.
SWITCHING COSTS
Moving to a new EDI service or self-managed arrangement at the end of the EDI-as-a-service term
may mean losing your EDI implementation investment unless your provider offers a bridge plan to
the new solution. You should consider this and other switching costs as part of your TCO analysis.
Understanding provider fees and one-time charges is just the beginning of TCO analysis. A
complete analysis of EDI-as-a-service costs also considers the projected number and frequency
of implementation changes and out-of-band exceptions, plus indirect costs of using and integrating
the service.
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UNDERSTAND HOW PARTNER SETUPS AND
CHANGES WORK AND HOW LONG THEY TAKE
A common complaint about EDI-as-a-service providers
is that onboarding new partners and implementing new
transactions, interface changes, and version upgrades
takes too long. Changes that should take minutes
sometimes can take days or weeks to turn around.

Some changes take more time than others, of
course. Whether a change takes a day or a
week matters, but it’s just as important to know
how the change process works, so you can set
realistic expectations internally and with trading
partners. As part of your EDI-as-a-service
evaluation, ask providers about the change
process and typical turnaround time for:
•• New partner onboarding for standard
EDI transactions
•• New partner onboarding for non-standard
transactions (XML, flat file, etc.)
•• New transaction implementations
(standard and non-standard) for
existing partners
•• EDI version updates
•• Changes to partner connections (e.g.,
authentication protocol changes)
•• Changes to external (SaaS) application
connections
•• Changes to internal application and
data interfaces
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In some cases, requirements
gathering, researching
partner specs, and other
hard-to-predict tasks will add
uncertainty to turnaround
time. But you can still
improve the predictability and
efficiency of other aspects
of the change process by
establishing the terms of
engagement (response
window, assessment
process, change fee
structure, pre-approved
changes, etc.) in advance.
Dissatisfaction with partner
setups and changes is a
major reason for EDI-asa-service customers to
switch providers. Switching
is disruptive and expensive,
because it requires reimplementation of EDI
processes and (usually)
last-mile integration. For
that reason, it is critically
important to ask provider
references about their
satisfaction with change
processes, before you
make your EDI-as-a-service
decision.
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AUTHORIZE AN INTERNAL CONTACT TO
COORDINATE WITH YOUR PROVIDER
EDI-as-a-service offloads most of the effort required
to implement and operate EDI in a business. But there
are some activities that cannot or should not be fully
outsourced, including:

TRADING PARTNER
COORDINATION/MANAGEMENT
Existing employee relationships with trading
partners can facilitate connections with partner
contacts, break through red tape, and help
when escalation is needed to solve problems.
INTERNAL SYSTEM
INTERFACE COORDINATION
In order to implement or change last-mile
integration for EDI processes, the EDI-as-aservice provider must have access to internal
knowledge of interfaces and business data.
INTERNAL RESPONSES TO
EXCEPTIONS AND ERRORS
Resolution of critical errors and exceptions
that originate from internal systems (application
outages, invalid application data, etc.)
requires coordination with appropriate internal
personnel.
CHANGE APPROVAL AND
PAYMENT OF CHANGE FEES
Designating an internal contact who is
authorized to approve changes reduces delays
in the change process.
Assigning internal accountability for provider
coordination is a best practice because it
simplifies communication, speeds decisionmaking, and facilitates activities that require
joint effort. It is important to assign the
coordinator role before the EDI engagement
begins, and to work with your provider to agree
on a detailed set of coordinator responsibilities.
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QUANTIFY THE BUSINESS VALUE
OF LAST-MILE INTEGRATION
EDI automation makes it possible to scale business
transaction processing with accuracy, low cost, and
complete auditability. Without end-to-end automation,
many companies with close-to-cost business models
would be unprofitable.

For EDI-as-a-service, end-to-end automation
requires last-mile integration between the EDI
service and operational applications and data.
A 2014 benchmark study published by Supply
Chain Insights revealed that not automating
EDI processes added $78 of addition cost per
order, on average. Yet just 34% of sales orders
and 36% of purchase orders moved through
IT systems hands-free, the study found.
Companies that fail to invest in end-to-endautomation, “are having discussions on how to
reduce pennies when they should be changing
the conversation to save dollars.”
Of course, hands-free automation isn’t
always practical. Some manual processing
may be policy-driven (e.g., order approvals),
and it can be cost-prohibitive to automate
low-value or rarely used processes. But for
some businesses, the payback on last-mile
integration is rapid and substantial. So it pays
to compare (or estimate) manual processing
costs and risks against last-mile integration
costs before you finalize your EDI-as-a-service
plan.
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CONSIDER STRATEGIES TO REDUCE
OR ELIMINATE SWITCHING COSTS
Despite its name, EDI-as-a-service is not purely a service.
Providers configure trading partner connections, EDI
transactions, last-mile integrations, and other solution
elements to customize the way the service works for your
business.

The investments your business makes in these
deliverables are substantial and valuable. And
moving to a different EDI solution means having
to re-create them. So along with time spent
in planning, acquiring, migrating partners, and
retraining, EDI solution configuration is an
important switching cost to consider when
moving from one EDI solution to another.
Fortunately, there are strategies for mitigating and
even eliminating switching costs:
BUILD A SOLUTION-INDEPENDENT
INTERFACE LAYER FOR INTEGRATION
Although not inexpensive, defining a mediating
layer of files, services, or database tables can
reduce the time and cost required to replace
application and EDI service endpoints.
CHOOSE A PROVIDER WITH AN
IMPLEMENTATION SPEED ADVANTAGE
Some EDI-as-a-service providers can configure
and integrate EDI transactions faster and less
expensively by exploiting large-grained reuse and
tools that automate low-level implementations.
CHOOSE A PROVIDER-MANAGED/
SELF-MANAGED HYBRID SOLUTION
You can decouple your EDI platform and service
provider decisions by choosing a solution that
offers both provider and self-managed options,
based on a common EDI platform. This hybrid
approach gives you the flexibility to move
between self, managed, and even third partymanaged EDI without partner migration costs
and without losing your investments in EDI
configurations, training, and last-mile integration.
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LOOK FOR A COLLABORATIVE PARTNER WITH A
TRACK RECORD OF MEETING NEEDS LIKE YOURS
The fact that EDI is time-tested and runs largely in the
background, invisibly, can obscure its value and importance
to business. It can also encourage the false impression
that EDI solutions, including EDI-as-a-service, are
commoditized and interchangeable.

The truth is that EDI-as-a-service offerings vary
widely in capability, flexibility, and quality.
The penalty for choosing the wrong EDI-as-aservice option can be severe. When a provider
responds poorly or too slowly to application,
network, and system outages or other out-ofband exceptions, the consequences can include
transaction loss, cash flow disruption, and even
loss of future business.
Detecting differences between EDI-as-a-service
providers can be difficult, however. Important
gaps in service levels, technology, and personnel
tend to manifest under stress. As a prospective
client, you need to identify risks and potential
vulnerabilities before choosing a provider, without
the benefit of direct experience.
Start by identifying EDI service risks and your
tolerance for possible consequences. Focus
extra attention on these areas in your evaluation.
Be open with prospective suppliers about any
concerns you might have about their capabilities
or policies. Get specific about the problem
cases that concern you and the remedies
offered by the provider.
When you speak with reference customers,
ask about their experiences with provider
support and responsiveness to outages and
other emergencies. Ask about the provider’s
willingness and ability to offer non-standard
partner connections and last-mile integrations.
And verify that your provider can accommodate
changing business and technology needs.
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