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New Software Tools Enhance Trade Compliance, Supply Chains 

As early as 2000, National Instruments, a manufacturer of virtual instrumentation for engineers and scientists in government, industry and academia, had started down the path of automating its compliance with export regulations. Although NI had said goodbye to manually consolidating its export shipments on old-fashioned white boards, it wasn't entirely satisfied with the results.

James Medina, NI's trade compliance manager, said the company needed a better way to match up its buyers in nearly 40 countries with rapidly changing U.S. government lists of denied parties, as well as other export compliance rules that had become stricter after the Sept. 11 terrorist attacks.

When NI's orders that contained possible matches to a list of denied parties were sent to the company's trade-compliance team, the analysts who reviewed them had to evaluate multiple screens of information simultaneously. Also, the internal database that contained denied-party lists had to be updated manually every time it was revised. And the many manual processes involved in batch exporting of commercial invoices, manual printing of invoices, locating shipments and updating the company's enterprise resource planning system resulted in lengthy delays. 

"By 2005, you could see that the system was going to be obsolete," Medina said.

Last year, NI implemented a second generation of trade compliance software, supplied by the TradePoint division of Kewill. The new service not only fully automated export compliance and documentation, but also integrated quickly into NI's Oracle-based ERP network for managing companywide data. Implementation also took a lot less time -- two-and-a-half months, said Kelly O'Rourke, NI's information technology section manager for global manufacturing and research and development. The new system has worked so smoothly that NI has not had to increase its compliance staff, despite the fact the company's sales have been growing at about 20 percent a year.

The increased efficiency also has enabled NI to reallocate some workers from the document management tasks into "more strategic areas," O'Rourke said. "The system files AES (Auto-mated Export System) reports and reduces our exposure to both Customs and the Department of Commerce. I can sleep better because we know those filings are correct, and because we have control. I know that the lists that it is screening are real time," he said. "It used to be a mystery to people why a shipment was placed on hold. Now sales and shipping can easily see why a shipment is on hold," and can take the appropriate measures.

Many other leading companies are implementing the latest automated service for import and export compliance.

"The market for global trade management solutions has really taken off," said Jim Preuninger, chief executive of Management Dynamics. The company acquired NextLinx, a major vendor of automated trade compliance services, last fall.

According to John Murphy, director of Oracle Corp.'s product marketing for logistics and transportation, many companies that traditionally operated separate supply chains for their domestic and global operations are integrating them into a single network to increase their end-to-end visibility and cut costs.

As supply chains become more global, many leading companies now view export and import compliance as an essential component of a much broader strategic approach, Murphy said. Companies realize that it is critical to comply not only with import and export rules, but with other demanding new initiatives such as Sarbanes-Oxley, the Customs-Trade Partnership Against Terrorism and Customs' Importer Self-Assessment program. Global companies must be able to access accurate, up-to-date information about their exports and imports over a single data network that generates the right information to comply with all of these programs, Murphy said.

That's why many big companies are creating new "global logistics groups" in place of traditional departments that manage either imports or exports, Murphy said.

"In the past, the information was available in, say, five different systems" and databases that were incompatible. These systems were designed for the needs of specialized departments, and did not share compliance information with other departments across the entire enterprise. The new tools make it much quicker and easier to integrate all that information with other departments that share access to enterprise data through Oracle, SAP and other ERP networks. "It makes sense for us to make sure that all of our applications can support the processes for crossing borders," Murphy said.

U.S. exporters need to be able to show that they have put appropriate processes in place for monitoring their exports. Nevertheless, many exporters remain reluctant to sign up for services that automate compliance. Andrew Bullen, president of IES Ltd., which provides services for international transportation, customs brokerage, electronic in-bond and Automated Manifest System (AMS) filing, said few of his customers are being aggressive about implementing compliance software.

"Many companies are just happy to go through the motions of export compliance," Bullen said. "They say, 'I am shipping to the same person that I know, so I am fine.' "

Bullen cautioned that exporters cannot be absolutely certain that an overseas customer -- no matter how apparently trustworthy -- isn't on some list of denied parties because of his or her behavior elsewhere around the world. "Your customer may be on a list for another reason. And if he is on the list, you are in trouble" if you have failed to take appropriate compliance procedures, he said.

Murphy said, "Companies can automate, or they can roll the dice." Like several other technology vendors, IES now provides an automated service that provides exporters with a full audit trail that tracks their compliance efforts.

Bullen said many companies won't sign up for these services until there are some high-profile arrests that prove the risks. "If customers are not getting fined, they will not invest the time or the money to get things right," Bullen said. "But if shippers understand that they have to do this, then freight forwarders would say to them, 'We can do this for you.'" And if companies realize that they face huge fines or jail time, "It will become a profit center for the freight forwarders and NVOs," as well as for technology vendors like IES, Bullen said.

On the import side of the ledger, automated services that comply with such supply-chain initiatives as C-TPAT are growing in popularity despite the fact C-TPAT is still a voluntary program. IES provides tools that companies can use across their supply chains to find out "who they are doing business with overseas and see whether those companies meet the requirements of C-TPAT, all the way back to their suppliers," Bullen said.

If Customs and Border Protection is concerned about a shipment, an importer can access accurate, up-to-date information about which import shipments are coming from which foreign factories, truckers and/or distribution centers, and assess how compliant those various supply chains are with C-TPAT's security standards. This kind of technology collects and tracks information from around the world.

In the short run, the hottest markets for selling automated import and export compliance tools are global enterprises that have annual revenue of $1 billion or more, Preuninger said.

Unlike National Instruments, which has implemented its second generation of technology, many of those companies are adopting these tools for the first time, he said.

But technology vendors are optimistic that midsize companies will soon flock to these services because of stronger enforcement of various compliance programs, as well as the growing pressure they face to compete with global leaders.

"My prediction is that within three or five years, the middle market will be the bulk of the opportunity," Preuninger 
