1/3/2017 Global Logistics 2017: Customs & Regulations Update: Micro-deals may prevail in world order - Article from Supply Chain Management Review

g™ “==_ __ Supply Chain | Education | Enterprise Resource Planning | Global Trade

Rl i B!
e ——

e ———

MANAGEMENT REVIEW

=N dnveiitory Management | Leadéfship | Salircing & Procurement | STistainability .
sl el s SUPPLYCHAIN

News Critical Topics Guides Blogs Subscribe

Resources: White Papers Webcasts

Follow us on Twitter, Facebook or RSS | |

Logistics Management “

Access Premium PLUS+ Content. Material Handling Product News

Log in Now or Begin Your PLUS+ Subscription Modern Materials Handling

From the December 2016 Issue

Global Logistics 2017: Customs & Regulations again for our annual “Executive
Update: Micro-deals may prevail in world order This is a comprehensive guide to

While logistics managers may expect to see fewer proposed mega-trade  opportunities targeted specifically
deals under the new administration, analysts say that there will still be to supply chain professionals. As
new markets opening up for both U.S. imports and exports this year.
Regulatory obstacles remain, however, and logistics managers will have il offer food for thought in your

It's December and thus time once SUPEL'ICH m_[{

4

Guide to Supply Chain Resources.”

services, products and educational

with years past, we're also
featuring several articles we trust

to remain vigilant when it comes to evaluating adaptive strategies. supply chain in the coming year.

By Patrick Burnson

December 27, 2016

With the Trans-Pacific Partnership
(TPP) now a distant memory, and
prospects of the Transatlantic Trade and
Investment Partnership (T-TIP) fading

fast, shippers face new challenges when

considering doing business in Asia and
what remains of the EU.

McDonald’s “Secret Sauce” for Supply Chain
Success

How They Did It: American Casino’s Winning
Strategy

Competitive Supply Chains

Global Economic Outlook Subject to Change with
Trump Presidency

VTN L More from December 2016

SUBSCRIBE TO OUR EMAIL NEWSLETTER

Subscribe to our free, weekly email newsletter!

|Your email address |

http://www.scmr.com/article/global_logistics_2017_customs_regulations_update_micro_deals_may_prevail_in 110


http://oasc05050.247realmedia.com/RealMedia/ads/click_lx.ads/peerless.ehpub.com/scmr/L23/1958912973/Top/Ehpub/SCMR_247House_Leader_May2013/supplychain_everything_you_need_leaderboard.jpg/6178475154466761615859414161662f?x
http://oasc05050.247realmedia.com/RealMedia/ads/click_lx.ads/peerless.ehpub.com/scmr/L23/113393483/Position1/Ehpub/SCMR_House_256x90/SCMR_Subscribe_256x90.html/6178475154466761615859414161662f
https://www.facebook.com/SupplyChainManagementReview
https://twitter.com/SCMR
http://www.logisticsmgmt.com/
http://www.mhpn.com/
http://www.mmh.com/
http://www.scmr.com/
http://www.scmr.com/whitepapers
http://www.scmr.com/webcasts
http://twitter.com/scmr
http://www.facebook.com/pages/Waltham-MA/Supply-Chain-Management-Review/57405151867
http://feeds.feedburner.com/scmr/rss/recentlyfiled
http://www.scmr.com/archive/december_2016
http://www.scmr.com/article/mcdonalds_secret_sauce_for_supply_chain_success
http://www.scmr.com/article/how_they_did_it_american_casinos_winning_strategy
http://www.scmr.com/article/competitive_supply_chains
http://www.scmr.com/article/global_economic_outlook_subject_to_change_with_trump_presidency
http://www.scmr.com/archive/december_2016
http://oasc05050.247realmedia.com/RealMedia/ads/click_lx.ads/peerless.ehpub.com/scmr/2038974945/Top3/default/empty.gif/6178475154466761615859414161662f?x
http://www.scmr.com/topic
http://www.scmr.com/criticaltopics
http://www.scmr.com/guide
http://www.scmr.com/blogs
http://www.scmr.com/info/subscribe
http://www.scmr.com/archive/latest

1/3/2017 Global Logistics 2017: Customs & Regulations Update: Micro-deals may prevail in world order - Article from Supply Chain Management Review

Still, free trade agreements (FTAs) have proven to be one of the best ways to open -

up foreign markets to U.S. importers and exporters, as they continue to reduce Sl.lpplv Chain
barriers to entry, protect U.S. interests and enhance the rule of law in the FTA = " Education

partner country. e W ERP

According to the Office of the United States Trade Representative (USTR), the _ n 3% Clobal Trade
reduction of trade barriers and the creation of a more stable and transparent trading : R ‘1’_"% Inventory

and investment environment make it easier and cheaper for U.S. companies to
import and export their products and services to trading partner markets.

According to USTR analyst Lamont DeChance, 47% of U.S. goods went to FTA
partner countries last year, while U.S. merchandise exports to the 20 FTA partners
with agreements in force totaled $710 billion. “The United States also enjoyed a
trade surplus in manufactured goods with our FTA partners totaling $12 billion in
2016,” he says.
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To that end, the Broker Known Importer Program (BKIP) establishes a process for View more white papers

licensed, permitted U.S. customs brokers to identify importers in connection with
their import related activities. Two years ago, The National Customs Brokers and
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identify eligible clients.

“The review list enables the customs broker to verify the importer’s identity and
confirm the importer’s understanding of its compliance obligations in areas such as
entry declarations, valuation and preference programs,” explains Alan Klestadt,
NCBFAA's customs counsel. “The review also addresses documentation and
information requirements for customs clearance, record keeping and drawback.”

According to Klestadt, CBP wants to use the relationship between brokers and their
importer customers to assist with its current mission. “The NCBFAA has developed
this BKIP program to provide a way for CBP to benefit from this relationship,” he
says “The thought behind this program is that there are a limited number of
importers who will avail themselves of the Importer Self-Assessment (ISA) and
Trusted Trader Programs.”

That being said, the customs brokerage community can augment existing
relationships to become a “force multiplier” for CBP. According to the NCBFAA,
customs brokers can leverage their relationships with the importing community to
identify those importers who are reputable but may or may not qualify for or
otherwise elect to participate in the ISA or Trusted Trader programs.
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“This voluntary program, both for brokers and importers, is targeted for the shipper
who is a regular importer into the United States,” says Klestadt. “The program is an
opportunity to identify and address compliance issues with the importer prior to entry,
alerts CBP to the fact that the broker has performed a review and provides the
importer with some benefit for having engaged in the process.”

NCBFAA notes that the participating broker can use the CBP-approved template to
conduct the review with an importer. The broker alerts CBP to the fact that this
activity had occurred through an electronic flagging at the time of entry. CBP may
offer benefits to the importer that might impact the importer’s risk profile in CBP’s
targeting system. Additional benefits may also be extended to importers under this
program.

Finally, the benefits extended to an importer under this program are unique to a
specific importer-broker relationship—that is, each broker has to independently
review the importer, and the broker may not rely upon a review performed by
another broker.

“Brokers have to periodically re-confirm the importer’s compliance and, upon
request, have to demonstrate to CBP that the review was conducted according to
established guidelines,” says Edward Greenberg, NCBFAA's transportation and
general counsel. “This review is considered ‘customs business’ as it is an activity
that relates to the preparation of documents/data that is transmitted to CBP in
furtherance of the clearance process.”

Remain ever vigilant
Taking extreme precautions sounds like good advice to Karen Quintana, Customs
compliance director for Yusen Logistics (Americas) Inc.

Quintana notes that The Trade Facilitation and Trade Enforcement Act, which was
signed into law by President Obama last year, has since renewed enforcement focus
and given CBP “some teeth” in certain areas such as intellectual property rights,
post-release, revenue, health and safety, agriculture, forced labor and most
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importantly antidumping and countervailing dumping evasion.

“CBP will hammer in those areas in 2017 and will also remain on task with its
‘primary mission set’ that aims to protect against terrorism and enforcement and
facilitation,” Quintana says. “This includes the enforcement of immigration laws,
narcotics smuggling and agriculture enforcement.”

Quintana concludes that some challenges CBP will face are the larger vessels and
aircraft bringing in bigger volumes. Last fiscal year, CBP processed 12 million
containers and volumes are expected to rise.

Meanwhile, CBP will continue to strengthen its Centers of Excellence and Expertise
(CEE) through January, 2017, say Customs officials. Full implementation of
Automation Commercial Environment (ACE) is on track with outstanding
deployments, post release capabilities, reconciliation, collection statements,
drawback, and duty deferral expected to fold in by the end of the first quarter of this
year.

Compliance as an advantage

For Beth Peterson, president of the global trade consultancy BPE, worldwide
political upheaval has “profound implications” for today’s logistics manager. These
include new
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trade agreements; tariffs on offshoring; currency manipulation; U.S. sanctions
programs; and export controls.

“We’re advising shippers to adapt best practices and take an active role in
quantifying the risks and the cost of mitigation strategies,” says Peterson. “If they
automate and continuously measure high-risk operations, shippers can turn trade
compliance into a strategic advantage.”

For Peterson, the most urgent concern U.S. exporters should address this year is
related to initiatives mandated by the Bureau of Industry and Security (BIS).
Managed by the U.S. Department of Commerce, the BIS mission is to advance U.S.
national security, foreign policy, and economic objectives by ensuring an effective
export control and treaty compliance system and promoting continued U.S. strategic
technology leadership.

According to Peterson, the BIS conducts two types of outreach. “One is by the Office
of Export Enforcement [OEE] and the other is a compliance outreach event by the
Export Management Compliance Division, Office of Exporter Services [OExS]. “The
OEE outreach events are driven by a variety of reasons. This Hot Topic will focus on
the latter type of outreach event.”

BIS’ OExS has been doing these compliance outreach events since 2015. The intent
is to discuss export compliance procedures generally and get an understanding of
how different organizations handle export control compliance.

“This helps BIS OEXS better appreciate the different approaches employed by
companies and assists BIS in conducting compliance training for the public,” says
Peterson. “It has also been extremely beneficial for BIS to learn firsthand what areas
of the Export Administration Regulations are not well understood to help in their
other OExS outreach seminars.”

As logistics managers prepare for the compliance outreach visit, the first thing they
should do is run their ACE export report and look for any inconsistencies or errors,
advises Peterson.

“Shippers should research every anomaly, and if they do find errors, correct the
Automated Export System Electronic Export Information filings as soon as possible.
The next preparation task is to review their Export Management and Compliance
Program and make sure it is accurate and up to date.”
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Peterson also advises shippers to be prepared to share their “product matrix” and
provide information on their classification process. “Shippers should be ready to
share examples of training materials such as their new hire training, trade
compliance training and job specific trade compliance training for engineering,
product management and logistics,” she adds. “It's even better to share your training
logs to show that you provide training on a regular basis.”

Be not afraid

While caution and risk aversion should remain top of mind with U.S. importers and
exporters, prominent industry analysts contend that the global commercial outlook
remains fairly positive.

Michael Gravier, an associate professor of supply chain management at Bryant
University, says that there’s been only a “temporary stall” in trade since the U.S.
Presidential elections. However, some analysts contend that world trade has
reached its limits, he says, noting that evidence from the International Monetary
Fund indicates that whereas trade from 1985 to 2007 grew at twice the rate of GDP,
it has barely kept pace over the past four years.

“But there’s another way to look at the data,” counters Gravier. “Trade grew more
rapidly than GDP for many decades because of the initial boost from the
implementation of the infrastructure, agreements, and other enabling elements of
free trade since the Bretton Woods conference in 1944.”

According to Gravier, there is ample room for trade agreements in the future. Indeed,
with 164 countries part of the General Agreement on Tariffs and Trade, most
countries have already made at least some basic move to join the global economy.
In the meantime, commaodity prices have dropped; and once corrected for the
change in pricing, volume for many commaodities such as oil has actually gone up.

“Most importantly,” adds Gravier, “many have overlooked that there’s one form of
global trade that continues to boom: the digital flows of data and information, this
has been growing volume by 45 times since 2005, and may already contribute more
value than the flows of goods.”

Gravier adds that data from a variety of sources indicate that these digital flows likely
contribute to a “harder-to-measure,” but continued integration of the global economy.

“Companies that continuously innovate their organizations and invest in talent and
knowledge management will be best positioned to benefit from the future world of
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integrated data flows,” adds Gravier. “This is especially true in an era that may see
marked increase in protectionist policies. No amount of protectionism will stop the
sharing of ideas and knowledge, making them good investments.”
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While logistics managers may expect to see fewer proposed mega-trade
- deals under the new administration, analysts say that there will still be new

markets opening up for both U.S. imports and exports this year. Regulatory
obstacles remain, however, and logistics managers will have to remain vigilant when it
comes to evaluating adaptive strategies.
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data is available.
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