



Guidelines/Best Practices for Regulatory Issues Risk Management

INTRODUCTION/PURPOSE:

While perhaps not intuitive at first glance, significant supply chain risk can be created by the formulation and implementation of new regulations that directly impact your supply chain.  Regulations can impact import/export documentation requirements, compliance issues, safety and security related to shipments, cost, and create risk for delays.  Regulations could impact your company within the countries or states they operate in, impact your suppliers and logistics providers involved in delivering key commodities to you, or impact your own shipping and export processes.  Some recent U.S. examples of regulatory impacts to supply chains include:
· TSA's August 2010 implementation of 100% screening of all cargo on passenger jets

· U.S. Custom's 2010 Importer Security Filing (ISF) regulation that requires reporting of ten additional data elements for all ocean shipments
· U.S. Custom's regulation requiring use of a high security bolt seal on all ocean shipments

Just these three examples can illustrate how new regulations create significant potential risks that impact your supply chain.  The 100% air cargo screening requirement added cost (new screening fees and/or the establishment of new certified screening facilities) and risk of delay (if adequate screening capacity doesn't exist) to supply chains.  The ISF reporting requirement forced the deployment of new importer data collection and reporting processes that add cost while creating new compliance penalty and shipment delay risks if data is not reported properly.  And, failure to use a high security bolt seal on an ocean container can result in delays, inspections of your cargo,  compliance penalties, and in the worst case, rejection of your entire shipment for entry into the U.S. 
Failures to proactively monitor, shape, and respond to new regulatory requirements DOES create significant risk for your supply chain.  How can such risks be minimized while, simultaneously, building enhanced resilience into your supply chain?  

Clearly, the answer is complex, unique to each company and their business model, and dependant on company size and resources.  Yet, some fundamental steps can be taken within your company's capacity to address these risks and help to minimize the potential negative impacts of future regulatory requirements on your supply chain.  
The following list of "guidelines" and "best practices" is meant to provoke thought about how you and your company might best monitor, plan for, and respond to the legislative and regulatory landscape in a proactive way in order to minimize potential supply chain risks.
An effective risk mitigation program for pending legislative/regulatory requirements should be comprised of elements to monitor proposed or pending regulations, to participate in the process to help shape/define what the final regulation will be, and to proactively plan and respond to regulatory requirements in order to prevent surprises, avoid compliance penalties, and to ensure the smooth flow of incoming and outgoing shipments from your business.
Guidelines/Best Practices for Legislative/Regulatory Risk Management
Monitor:  GOAL: Become aware of proposed legislative/regulatory initiatives early on; understand the details of how this might affect your business, and share with decision-makers internally to proactively determine how your company will respond
· Establish a "Government Affairs" function or assign individual responsibility within your company to monitor proposed legislation and regulations that could impact your business
· Subscribe to trade association newsletters and bulletins (many online) that routinely track and report on proposed regulatory changes

· Join trade associations related to your business to refine your ability to identify specific proposals that could impact your company

· Develop an external network of contacts at associations that monitor and engage in the legislative and rulemaking process; get on their email alert roster

· Create an internal company network of key individuals who can "keep a pulse on" and share information related to any proposed regulatory changes (marketing, supplier management, logistics, government affairs, security, etc)
Regulatory Impact Assessment

Attachment 1 provides a template that you can use to:  
· Assess risk of a newly emerging regulation

· Track compliance with existing regulations 
· Track the points of your supply chain which are impacted by such regulations

Shape:  GOAL: Participate in the legislative and rule-making process in order to proactively help shape the final outcome of new regulations
· Develop an internal process for tracking and responding with written comments to agency "Notices of Proposed Rulemaking" and "Final Rules".  Use this process to identify the impacts a new regulation would have on your business and to offer preferred alternatives.
· Establish an internal capacity (or hire an external consultant/lobbyist) to participate in the legislative process and to represent your company interests in the development of legislative proposals impacting your business.

· Join and participate in industry associations that represent business interests in interacting with political and/or government agency leaders in shaping proposed legislation/regulations.  Some examples include organizations such as the U.S. Chamber of Commerce, National Association of Manufacturers, Retail Industry Leaders Association, and many others that represent either broad industry interests or smaller associations that may represent your specific business niche.
· Seek opportunities for volunteering to participate on "industry advisory committees" that many government agencies utilize in their process of developing new regulations
· Participate in industry outreach meetings or online seminars that government agencies often employ in order to educate industry on proposed regulatory changes and to obtain feedback 


Respond: GOAL:  Fully prepare your company in advance for pending regulatory or policy changes in order to avoid risks (cost, delays, penalties, etc) inherent in new requirements
While monitoring and helping to shape pending regulatory requirements, your company should concurrently carefully prepare for the anticipated new requirements

· Develop an internal process and/or team of cross-functional representatives to analyze pending regulations and develop an action plan to address each new requirement in the areas where it will impact your business

· Gain executive support and capital funding early on, as needed within your own business planning cycle, in order to secure the resources needed for headcount, facility changes, or other capital costs associated with new regulations

· For new regulations that impact your supply chain partners (e.g. new requirements for packaging, shipment data reporting, cargo security, etc) it is essential to develop and deploy detailed communications to ensure all partners are aware of and prepared to support the new requirements

· Evaluate whether the new requirements generate a need to update your contractual terms and conditions for your supply chain partners; change existing and/or future contracts to reflect the new regulatory requirements
· Develop and implement plans to monitor your supply chain as new regulations go into effect to ensure that compliant processes are in place and working

SUMMARY:  

New regulations can create significant risk for businesses and their supply chains.  These risks can range from cost impacts to potential shipment delays to new import/export reporting requirements and more.  A fundamental element of a resilient supply chain must include the capacity to monitor, shape, and respond to regulatory issues proactively in order to mitigate and minimize the potential risks inherent in new regulatory requirements.
Attachment 1: SAMPLE Regulatory Impact Assessment
An organization may use a Regulatory Impact Assessment tool to map existing regulatory requirements and what portion of the supply chain it affects as well as identify where new regulations affect your supply chain.
The table below shows where a regulatory/compliance requirement impacts the supply chain.
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You may then want to identify which organization is impacted and needs to address such requirements.
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Regulatory Impact Assessment

		Reulatory / Compliance Requirement		Cargo Supply Chain
Indicate with an "X" where the requirement affects the supply chain.

				Originating Named Place		Customs Clearance (Export)		Loading		Inland Freight		Carrier Not Unloaded		Alongside ship 
Port of Loading		On-Board vessel Port of Loading		Ocean/Air Freight		On-Board vessel 
Port of Destination		Unloaded Port of Destination		Customs Clearance (Import)		Inland Freight		Named Destination

		C-TPAT		x		x		x		x		x		x		x		x		x		x		x		x		x

		100% Ocean Container Scanning												x		x

		100% Cargo Screening on PAX aircraft												x		x		x

		Importer Security Filing (ISF, aka 10+2)		x										x		x		x

		High security bolt seals (on int'l incoming truck and ocean containers		x				x		x		x		x		x		x		x		x		x

																				Red		Have no controls or visibility

																				Yellow		Some controls and/or visibility

																				Green		Have controls and visibility

		Reulatory / Compliance Requirement		Responsible Organization

				Supply Chain Security		Supply Chain Logistics		Import Export Operations		Supplier Management		Contracts		Government Affairs

		C-TPAT		x								x

		100% Ocean Container Scanning		x		x								x

		100% Cargo Screening on PAX aircraft				x				x				x

		Importer Security Filing (ISF, aka 10+2)						x				x

		High security bolt seals (on int'l incoming truck and ocean containers		x





Sheet2

		

				Supply Chain Security		Supply Chain Logistics		Import/Export Operations		Supplier Management		Contracts		Government Affairs

		Originating Named Place

		Customs Clearance (Export)

		Loading

		Inland Freight

		Carrier Not Unloaded

		Alongside ship 
Port of Loading

		On-Board vessel Port of Loading

		Ocean/Air Freight

		On-Board vessel 
Port of Destination

		Unloaded Port of Destination

		Customs Clearance (Import)

		Inland Freight

		Named Destination





Sheet3

		






_1348040012.xls
Regulatory Impact Assessment

		Reulatory / Compliance Requirement		Cargo Supply Chain
Indicate with an "X" where the requirement affects the supply chain.

				Originating Named Place		Customs Clearance (Export)		Loading		Inland Freight		Carrier Not Unloaded		Alongside ship 
Port of Loading		On-Board vessel Port of Loading		Ocean/Air Freight		On-Board vessel 
Port of Destination		Unloaded Port of Destination		Customs Clearance (Import)		Inland Freight		Named Destination

		C-TPAT		x		x		x		x		x		x		x		x		x		x		x		x		x

		100% Ocean Container Scanning												x		x

		100% Cargo Screening on PAX aircraft												x		x		x

		Importer Security Filing (ISF, aka 10+2)		x										x		x		x

		High security bolt seals (on int'l incoming truck and ocean containers		x				x		x		x		x		x		x		x		x		x

																				Red		Have no controls or visibility

																				Yellow		Some controls and/or visibility

																				Green		Have controls and visibility

		Reulatory / Compliance Requirement		Responsible Organization

				Supply Chain Security		Supply Chain Logistics		Import Export Operations		Supplier Management		Contracts		Government Affairs

		C-TPAT		x								x

		100% Ocean Container Scanning		x		x								x

		100% Cargo Screening on PAX aircraft				x				x				x

		Importer Security Filing (ISF, aka 10+2)						x				x

		High security bolt seals (on int'l incoming truck and ocean containers		x
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Regulatory Impact Assessment

		Reulatory / Compliance Requirement		Cargo Supply Chain
Indicate with an "X" where the requirement affects the supply chain.

				Originating Named Place		Customs Clearance (Export)		Loading		Inland Freight		Carrier Not Unloaded		Alongside ship 
Port of Loading		On-Board vessel Port of Loading		Ocean/Air Freight		On-Board vessel 
Port of Destination		Unloaded Port of Destination		Customs Clearance (Import)		Inland Freight		Named Destination

		C-TPAT		x		x		x		x		x		x		x		x		x		x		x		x		x

		100% Ocean Container Scanning												x		x

		100% Cargo Screening on PAX aircraft												x		x		x

		Importer Security Filing (ISF, aka 10+2)		x										x		x		x

		High security bolt seals (on int'l incoming truck and ocean containers		x				x		x		x		x		x		x		x		x		x

																				Red		Have no controls or visibility

																				Yellow		Some controls and/or visibility

																				Green		Have controls and visibility

		Reulatory / Compliance Requirement		Responsible Organization

				Supply Chain Security		Supply Chain Logistics		Import Export Operations		Supplier Management		Contracts		Government Affairs

		C-TPAT		x								x

		100% Ocean Container Scanning		x		x								x

		100% Cargo Screening on PAX aircraft				x				x				x

		Importer Security Filing (ISF, aka 10+2)						x				x

		High security bolt seals (on int'l incoming truck and ocean containers		x
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