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Notwithstanding the current economic
slowdown it is expected that world trade
volume will continue to grow at a rapid
pace. Total international trade grew from
$3 trillion in 1990 to $10 trillion in 2006.
The consulting firm McKenzie & Company
has estimated international trade will reach
$70 trillion by 2025.°

REACT WITH URGENCY

Challenging down-cycles require execu-
tives to make more informed and supe-
rior decisions because the margin of error
is small. It is therefore critical to conduct
a comprehensive and sober assessment
of the business to identify functions that
should be scaled back or eliminated, those
that should be more vigorously invested in,
and perhaps new ones that should be devel-
oped to respond to current conditions.

A comprehensive and sober assess-
ment of the business requires complete and
accurate business data. Executives striving
to make superior decisions must demand
information. Doing so can help them save
their departments from budget restrictions,
down-sizing or even elimination.

DELIVERING CORPORATE IMPACT

The following section presents real-life
case studies that illustrate the benefits of
using a process improvement model and
the significant rewards that can be gained
by implementing this process.

Example 1: Trade Database
contributes $5 million annually

Consider the Item Master File; the
foundation of any effective procurement,
inventory and accounts payable system.
The Item Master file contains accurate
information about each item in that sys-
tem - including the negotiated cost of
each item. Virtually every major business in
America cares for and maintains their ltem
Master File in a database that is electroni-
cally linked to procurement, payable and
receiving systems so that current and reli-
able information is automatically applied
as transactions occut.

In the world of global trade, this com-
mon business practice is seldom followed.
It is the exception to find a global trade
organization that maintains accurate and
up-to-date item information regarding clas-
sification, licensing, or other relevant infor-
mation in a database that is connected to
enterprise-wide systems.

Example 2: FTZ accelerates the
Supply Chain & Saves Millions

“Foreign Trade Zones or FTZ’s can save
importers millions of dollars and will often
improve the speed of the supply chain,”
says Tommy Berry, a leading expert in FTZ’s.
Mr. Berry, President & CEO of PointTrade
Services, Inc., has been involved in more
than 150 FTZ sites in 29 states helping his
clients save hundreds of millions of dollars
over the past 20 years.
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The Foreign Trade Zones Program is
a federal program. FTZ’s are established
to encourage and expedite U.S. participa-
tion in international trade. Foreign goods
may be admitted to an FTZ without being
subject to customs duties or certain excise
taxes. An importer using an FTZ can defer
payment of duties until goods are entered
into the commerce of the United States.

Example 3: Collaboration,
Integration and Sourcing Analysis

In 2007, the team at Global Data
Mining was engaged in a project with a
large importer seeking a better solution for
analyzing their sourcing data. The import-
er’s idea was to integrate their import
data with the data captured by the United
States International Trade Commission
(ITC) on all imports entering the United
States.

The theory was to identify high-volume
items in which the importer was paying mil-
lions of dollars in duties and compare it to
the ITC data to determine if trade agree-
ments or other preferential treatments
could help the company reduce its overall
import duty burden.

The importer quickly identified all high
volume classification codes in which it had
paid greater than $500,000 in annual duties.
Next to each classification code was the com-
plete history from ITC for all imports into the
United States for that same classification of
goods. The ITC data also showed the total
amount of duty and the duty rate paid by
each country.

The importer now had all the informa-
tion needed to analyze if trade agreements
or other preferential treatments exist that
can help it reduce its tax obligation on
high-volume, high-duty imports.

In just one analysis, the com-
pany imported more than $13 mil-
lion of Harmonized System (HS) code
4411.19.4000 and paid more than
$800,000 in duties or 6 percent. Utilizing
the ITC data, an analysis of the top 9
shippers of this item revealed that import
duties could have been as low as 0.04 per-
cent, if the importer had sourced from a
different country.

Meeting the challenges of this down-
cycle will require informed and targeted
investment. If your company is sourcing
or selling on the world stage, investing in
projects like the examples above can not
only help you survive in 2009, but strive

in the years to follow. Strategic invest-
ment in sophisticated international trade
knowledge and reengineering global trade
processes using modern tools of automa-
tion will increase supply chain speed and
increase company profits. [ |

Matt Gersper is the President of Global Data
Mining, LLC.
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