


INTRODUCTION

The fallout from September 11, 2001 has resulted in a crisis for Canadian industries

in moving goods across the border to the United States (U.S.). The Canadian and

American governments needed to develop new approaches to meet challenges that

resulted which in turn provided a unique opportunity to build a smart border for the

21st century. A border that securely facilitates the free flow of people and commerce
and reflec’rs the largest irading relationship in the world.

The study partners initiated this effort through the Leon Logistics Technology Roadmap
(LLTRM) project; an indusiry-led partnership between Industry Canada and Supply
Chain & Logistics Canada with the support of Transport Canada and the Ontario
Government. The LLTRM aimed to assess technologies, innovations and conditions
that have the greatest impact on the logistics sector and to develop an action plan for
industry, academia and government.

- One of the key findings from the LLTRM concluded that Canadian firms did not have
the required-information and tools to respond to the ’rechnologlcol advancement of
the new Smart Border initiatives.

The industry pointed out that Canadian firms taking part in North American ius’r-ih-
time (JIT) and lean manufacturing supply chains will have to adopt those new
technologies and processes in order to maintain their presence in specific supply
chains.

With the study report, the industry players have the possibility to access the latest
trends and evaluate the impact, opportunity and barriers for their organization. On a
second note, they also have the possibility to benchmadrk themselves with their
competitors, other key sectors, supply chain partners as well as with different size of
firms organizations, making this report a dynamic tool for the survey participants.

The sponsors and authors are grateful for the assistance of the firms and individuals
who participated in the survey, in fhe review of the document and contributed to the
pr0|eci as a whole. ‘ ‘
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Some of the specific impacts of the primary benefits are:

Timing/efficiency: The biggest benefit of border compliance is to achieve predldoble
shipments and efficiency across the entire supply chain.

The different programs enable all firms to implement improved JIT and lean practices.
Shippers, customers and carriers benefit greatly by collaboration within the supply
chain.

A second benefit of predictable timing and efficiency is the maximization of hours of
service of drivers. With the new hours of service regulations in place, shippers and
carriers are faced with limited resources. Unpredictable shipping times affect the ability
to efficiently allocate human resources.

Cost Reduction: Missing a delivery window in a JIT / lean process requirement can
have a major financial implication for assembly plants because it interrupts the whole
production line.

A return shipment could also miss its delivery window due to this type of delay.
Ceriification and fast lane processes will reduce these inherent costs. Technological
- requirements will also have an impact on global documentation costs due to file
automation and enhanced data integrity. General transport and inventory costs will
also be reduced via an opfimized system resulting from the certification process.

Security: Currently, supply chain pariners are looking at a reduction in loss / damage
product rate, providing supply chain visibility and increased control levels. Though
security levels will differ between indusiries, a certified security process is always an
important consideration for shippers, carriers and customers when selecting partnérs.

Business Development/Credibility: Many customers are requesting their potential
suppliers to be certified in order to have a more efficient and predictable JIT supply
chain.

For shippers and carriers, it implies reaching new clients via reliable supply chain
programs. Therefore, it becomes a differentiation factor for carriers when facing low
cost based competitors.

Compliance for Customer Requirements: Similarly to EDI requirements some years
ago, suppliers retain their customer base by adopting their customer’s new
prerequisites.

Efficient border crossing was rated as very important by over 70% of the organizations,
(See Chart F). These findings demonstrate the growing impact border issues are
having over the business operations of Canadian companies. If not addressed, ’rhe net
loss could be detrimental to many orgamzohons













distribution currently has a low adoption rate but plans to be compliant at a high level

in the near future.

Customs-Trade Partnership Against Terrorism (C-TPAT) Compliant Plan to be compliant | No plans
Manufacturing 40% 33% 27% -
Logistics Service Providers 38% 43% 19%
Wholesale 25% 60% 15%
Retail 14% 29% 57%
Free and Secure Trade (FAST) Compliant Plan to be compliant | No plans
Manufacturing 17% 55% 29%
3PL 31% 49% 20%
Wholesale 20% 55% 25%
Retail 5% 43% 52%
Border Compliance program adoption rate also differs dramatically by size of firm,
especially for the U.S. C-TPAT program. Compliance levels go from 19% for SMEs to
more than 46% at the large corporation level for C-TPAT. On the other hand, SMEs
are planning to be compliant in the near future; only 33-35% have no plans to be -
certified in C-TPAT or FAST programs.
Customs-Trade Partnership Against Terroi‘ism (C-TPAT) Compliant Plan to be compliantd | No plans
Less than 5M$ 19% 48% 33%
5-25M$ 23% 49% 28%
25-250M$ 36% 40% 23%
250M3 + 46% 33% 21%
Free and Secure Trade (FAST) Compliant Plan to be compliantd | No plans
Less than 5M$ 20% 45% 35%
5-25M$ 25% 49% 26%
25-250M$ 28% 48% 24%
250M$ + 29% 45% 26%
IMPLEMENTATION AND TECHNOLOGY
Timeline to implement the planned border compliance initiatives also differs by sector.
Logistics service providers are the most proactive with 59% of them planning a 6-
months implementation timeline. Manufacturers and wholesalers are mainly aiming at
a 1-year time frame (55 and 59% respectively) while retailers are spread out between
6 months to over 2 years.
Timeline to implement the planned horder compliance initiatives?
Logistics Service
Manufacturing Providers Wholesale| Retall
6 month 27% 49% 12% 17% -
1 year 55% 36% 59% 33%
2 year 12% 13% 18% 17%
over 2 year 6% 2% 12% 17%
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CONCLUSION

After analyzing the findings of the National SCL and IC study on border compliance, it
becomes increasingly apparent that companies see the necessity of becoming
compliant. Industry Canada, in partnership with SCL has recently released a “Border
Compliance Certification Toolkit” that will help your company achieve its border
initigtive goals. We would like to thank everyone that took the time to answer the
survey and provide input into our study.
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ANNEX - STUDY METHODOLOGY

Supply Chain & Logistics Canada {SCL) administered the National Smart Border
survey. Invitation was sent electronically to more than 3, 000 supply chain -
professionals across the country. Participants had from January 28, 2004 until
February 15, 2004 to fill out a web questionnaire. Survey participants will receive
detailed results of the survey including an in-depth analysis document containing all
statistical and anecdotal information available. Non-participants W||| only have access
to a discussion paper.

The survey results analysis and the study report have been developed in partnership
between SCL and Industry Canada via an industry led committee. The committee is
also leveraging the study information to develop a Border Compliance Certification
Tool Kit for Canadian companies.

Key statistics on the survey participants:
Respondents: 283

Breakdown by sector

Manufacturing : 27%

Wholesale trade: 13.5%

Logistics Services / Transport: 41.6%

Retdil : 5.1%

Information Technology / Consulting / Services/Other:  6.7%

Breakdown by size of firm

Less than 5 million $: 15.3%
Between 5t0 25 million $: 20.2%
Between 26 to 250 million $ : 34.4%
More than 250 million $ :  30.1

Breakdown by activity

Consumer product goods (CPG) / Agri-food products / General Merchandise:
41.4%

Automotive / aerospace: 8.6%

Forest products: *0.6%

Chemical / Pharmaceutical: 12.1%

Fumiture: 1.1%

Other: 36%
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ANNEX 1 - COMPARAT'IVEI TABLES BY SECTOR

Intemational activities as % of total revenue.

. " Manufacturing 3PL Wholesale| Retail
Export 43.13% © 37.56% 22.75% | 0.33%
import J3% ~ 3457% 56.44% | 28%

Import angd export 62.89% 45.63% 61.11% | 33.33%

Identify the level of importance of efficient border crossing for your organization. Rénk from 1 to 5 (5 being very

important and 1 not important).

_ Manufacturing . 3PL Wholesale| Retail

) 77% 75% 81% 63%

4 18% 14% 10% 13%

3 2% 8% 10% 25%

2 2% 0% 0% 0%

1 0% 3% 0% 0%

On average how much longer is it now taking for your goods to cross the border?

Manufacturing 3PL Wholesale| Retail

30 minutes 14% - 20% 5% 14%
1-2hrs . 37% 47% 29% 29%

4 -8 hrs 33%  22% 19% 29%

1 Day 7% 3% 14% 0%

More than 1 day 0% . 3% - 0% 14%
None of the above 16% . 5% . | 33% 14%

How much additional cost / day is your company paying due to increased border delays? . .

. _ Manufacturing 3PL Wholesale] Retail

- $100 _ . 12% 11% 14% 14%
Between $100 - $500 36% 38% 24% 14%
Between $500 - $1000 2% 13% 14% 0%
More than $1000 7% 17% 0% 29%
None of the above 43% 21% 48% 43%

Does your org,anization have a border complianée certification strategy? ) L
Wholesale| - Retail

-_Manufacturing pgistics Service Provide
_Yes 57% _13% _51% 3%
No 43% 27% 49% 63%
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not important).

Rate border compliance certification as a corporate initiative. Rank from 1 to 5 (5 being very important and 1

Manufacturing 3PL Wholesale| Retail

5 30% 56% 33% 17%
4 26% 14% 33% 40%
3 30% 20% 19% 14%
2 7% 5% 5% 0%
1 7% 5% 10% 29%

Is your organization compliant plan to be compliant or have no plans to be compliant with the following initiatives?

Customs-Trade Partnership Against Terrorism (C-TPAT) Compliant Plan to be compliant { No plans

Manufacturing 40% 33% 21%

Logistics Service Providers 38% 43% 19%

Wholesale 25% 60% 15%

Retail 14% 2%% 57%

Free and Secure Trade (FAST) Compliant Plan to be compliant | No plans

Manufacturing 17% 55% 29%

3PL 31% 49% 20%

Wholesale 20% 55% . 25%

Retail 5% 43% 52%
Identify the primary benefits of border compliance to your company (check all that apply).

. Manufacturing 3PL Wholesale] Retail

Timing / efficiency 85% 85% 80% 86%

Cost reduction 48% 65% 55% 25%

Security 35% 58% 55% 29%

Business development 35% 67% . 30% 29%

Credibility 43% 63% 60% 2%%

Compliance for customer requirements 38% 67% 50% 14%

Timeline to implement the planned border compliance initiatives?
Logistics Service
Manufacturing Providers ___|Wholesale| Refail

6 month 27% 49% 12% 17%

1 year 55% 36% 59% 33%.

2 year 12% 13% 18% 17%

over 2 year 6% 2% 12% 17%

17




Indlcate which process of implementation for your border compliance initiatives.

Manufacturing 3PL Wholesale| Retail

In-house 32% 61% _28% | 20%

Qutsourcing 12%. 2% 6% 0%

Combination of in-house and outsourcing 56% 37% . _67% | 80%

lndlcate which process for your lnfonnatlon systems and technology approach (eg. Electronic manifest electronic seals duties-and tariff

management rules and regulahons automation...).

Manufacturing 3PL Wholesale] Retail
___In-house 44% 47% '22% 20%
Outsourcing (eg. Application service providers (ASP)) 9% 7% 17% 0%
Combination of in-house and putsourcing 47% 49% 61% 80%
ldentlfy the barners for your orgamzatlon to comply with néw border compliance initiatives (check all that apply).
_ Manufacturing . 3PL Wholesale] Retail
. Cost__ L 38% 38% 45% 33%
Lack of information on application process 36%. 40% 45% 33%
Lack of information on benefits - 28% 22% 30% 17%
Uncertainty on final requirements 56% 46% 45% 50%
Lack of resources. 59% 28% 35% 0%
Technology requirements - 23% 28% 25% 17%
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ANNEX 2 — COMPARATIVE TABLES BY SIZE OF FIRM (M$)

International activities as % of total revenue. less than 5 51025 25t0250| 250+
Export 40.50% 31.13% 34.08% | 41.27%
import 35.38% 45% 48.64% | 30.36%
import and export 41.82% 58.17% 54.56% | 46.25%

Identify the level of importance of efficient border crossing for your organization. Rank from 1 to 5 (5 being very important and 1

not important).
less than § 5t025 25t0250] 250+
5 68% 68% 78% 76%
4 14% 14% 18% 12%
3 14% 7% 4% 12%
Z 0% 4% 0% 0%
1 5% 7% 0% 0%
On average how much longer is it now taking for your goods to cross the border?
_less than § 5t026  |25t0250) 250+
30 minutes 5% 21% 14% 15%
1-2hrs 40% 28% 47% | 39%
4-8hrs - 15% 24% 20% 22% .
1 Day 10% % 8% 2%
More than 1 day 5% 0% . 2% 5%
None of the above 25% 21% 10% A%
" How much additional cost / day is your company paying due to increased border delays?
' ‘ less than 5 51025 2510250 250+
$100 14% 17% 8% 8%
Between $100 - $500 43% 31% 31% 33%
Between $500 - $1000 5% 17% 12% | 3%
More than $1000 0% 0% 12% 26%
None of the above 38% 34% 35% 31%
Does your organization have a border compliance certification strategy?
less than 5 5to 25 2510250 250+
Yes 38% 48% B54% 82%
No 62% 52%




Rate border compliance certification as a corporate initiative. Rank from 1 to 5 (5 being very important and 1 not important).
lessthan§ . _Sto25 12510250 250+
5 - 38% 54% 1 40% | 41%
4 20% 7% 14% 31%
3 14% 18% 32% 21%
2 5% 7% 6% 5%
1 14% 14% 8% 3%

Is your organization compliant plan to be compliant or have no plans to be compliant with the following initiatives?

- Customs-Trade Partnership Against Terrorism {C-TPAT) Compliant | Plan to be compliantO | No plans
Less than 5M$ 19% 48% 33%
© 5-25M$ 23% 49% 28%
25-250M$ 36% 40% 23%
; " 250M$ + 46% 33% 21%
Free and Secure Trade (FAST) Compliant | Plan to be compliantZ | No plans
Lessthan 5M$ 20% 45% 35%
5-25M$ 25% 49% 26%
25-250M$ 28% 48% 24%
250M$ + 29% 45% 26%
Identify the primary benefits of border compliance to your company (check all that apply). :
lessthan5 | 51025 25t0250| 250+
Timing / efficiency 72% 80% 92% 91%
Cost reduction 72% 56% | 54% 58%
Security 28% 56% 46% 52%
Business development 67% 40% _ 46% | 52%
- Credibility 50% 56% 54% 58%
Compliance for customer requirements 50% -48% 49% 64%
Timeline to implement the planned border compliance initiatives?
_ lessthan § 5t025 25t0250] 250+
6 month 31% 43% . 38% 27%
1 year 56% 43% 35% 50%
2 year 6% 10% 21% 13%
over 2 year _6% 5% 6% 10%
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Indicate whi&h process of implementation for your border compliance initiatives.

less than 5 M$ 5t025 M$ 5 to 250 M| 250 M$+
in-house 59% 55% 43% 41%
Outsourcing 8% 5% 11% 3%
Combination of in-house and outsourcing 5% 40% 46% 56%

Indicate which process for your Information systenis and technology approach (eg. Electronic manifest electronic.seals duties
and tariff management rules and regulations automation...).

less than 5 M$ 5t0 25 M$ 5 to 250 M| 250 M$ +
In-house ' " 53% 3% 44% 41%
Outsourcing (eg. Application service providers (ASP)) 24% 14% 11% 3%
Combination of in-house and outsourcing 24% 52% 44% 56%
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