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Insights: Global « >

Refocusing on the global trade functional organization —
a global trade perspective

Additional
resources

The EY organization dedicated its
2022 EY Global Trade Focus Day to Contacts
global benchmarking.

For more than two decades EY
has assembled key global trade
executives from wide-ranging industries to
examine leading practices and evolving strategies of
global trade functions. Each participant company is
an established global trader with import and export
operations in multiple jurisdictions and recognized
as an industry leader. In a discussion facilitated by
EY professionals, executives described how they
coped and adapted amid the rapid changes and
how they are now focusing on the future of trade.
Our Refocusing on the global trade functional
organization — a global trade perspective report
summarizes these discussions and findings.

Read the report on ey.com
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'‘Future-proofing’ the customs and trade function

Why now is a critical time for businesses to
care about their trade function

Heightened supply chain complexity, increased
maturity of requlations and intensified scrutiny from
government authorities around the world are testing
the trade functions of businesses that move goods
internationally. Leaders are asking:

Is my trade function still fit for purpose?

What can and should my trade function do to
facilitate future business growth?

How can a trade function do more with the same
resources — or even fewer?

In many parts of the world, transformation of trade
functions is being seen. If they haven't transformed
already, change is likely right around the corner.

Triggers for companies’ initiatives to (re-)evaluate
and transform their trade functions may be a
combination of internal and external factors.

For example:

Geopolitical events have led to fast-evolving
regulations, such as export control and sanctions,
which can cause transport stoppage and brand
damage if businesses can't respond timely and
with precision.

Pressure from cost has always been a challenge,
but this has been aggravated by the inflation seen
around the world.

Changing trade blocs, such as major regional free
trade agreements (FTAs), while bringing down the
cost of trade at face value, is elevating compliance
cost and heightening the dependency of niche
customs technical capability.

As companies choose to be leaner and focused
on specific sectors or product lines, businesses
face the challenge to scale up their customs
capabilities following separations and other deals.

Wider business-level transformations, such as
SAP S/4HANA and finance and supply chain
transformations, require trade functions to
consider their roles in these transformations and
what might be possible.
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Those are only a few examples of why having a
trade function that is fit for purpose and fit for the
future should be high on companies’ agendas. These
are C-suite implications that are worthy of senior
stakeholders' attention.

What kind of trade function should a
business have?

We can jump straight to the answer: There isn't a
universal model — or such thing as a perfect trade
function. Any design of functions needs to be aligned
with what people want the function to achieve, and

it won't be effective if the function's objectives are
misaligned with the ethos of the wider organization.
This is why replicating other companies’ trade
function designs may not be a good idea.

The priorities and potential of a trade function

Broadly speaking, trade functions can cover one
or more of these responsibilities: operational
compliance, tactical planning and strategic
business partnering.

The objectives and capabilities of a trade function
are not static. For many businesses, it's a constant
balancing act between the focus areas and
responsibilities, and some may decide that they
don't even need to focus on strategic partnerships.
For those businesses that are considering future
states, they may want to map out the ambition in a
staged plan.
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Operational
compliance

9 Tactical planning

Strategic
business planning

With operational compliance, businesses work to
get the basics right. This is perhaps most commonly
seen in organizations when the trade function is
involved in the transactional and operational details,
interacting with paperwork and customs agents, and
acts as the first line of defense when a shipment
has an issue at the customs border. KPIs for these
functions are usually closely linked with operational
KPlIs, such as shipment lead time, frequency of
delays and customs brokerage cost. Functions that
purely focus on operational compliance typically
have limited influence over other functions’
processes. As a result, it is not uncommon to see
such functions in reactive or “firefighting” mode.

Trade functions that have tactical planning in scope
design frameworks and provide enabling tools. They
tend to have more independence from and greater

influence over other functions' processes. For
example, a tactical trade function in a multinational
corporation can involve a centralized team that
designs global customs policies and standards that
are followed by individual legal entities in their own
course of operational compliance. Customs planning,
including enhancing the use of available customs
reliefs and FTAs, is done at an above-market level.
Functions like these usually have targets, such as
annual global duty savings and effective duty rates.

For many businesses, tactical planning is a good
enough achievement for the trade function.
Nevertheless, the world of changes has presented
both opportunities and areas for the trade function
to do more. Trade functions moving beyond tactical
planning have started to think big and act as
strategic partners to the rest of the business.

By being a strategic partner to the rest of the
business, a trade function may have influence over
other functions’ processes or even behaviors. For
example, some trade functions partner with sourcing
and procurement teams, influencing purchasing
decisions by providing full pictures to landed cost.
Similarly, these trade functions can deploy customs
rules and data to support scenario modeling,

such as produce vs. buy decisions in supply chain
designs. Trade functions can also play a critical part
in environmental, social and governance (ESG),
sometimes even managing the potential impact on
business continuity. This isn't an exhaustive list of
what trade functions can do — it's ever-growing.

While it is possible for a trade function to focus
on all three areas above, if the basics have yet to
be mastered, it will be challenging to get to the
strategic state.
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How to approach building or transforming
trade function

Without commitment at the right level in the
organization, it is impossible to achieve fundamental
changes and growth of the trade function. To

get started, find the appropriate sponsors in the
organization. Unfortunately, identifying those
individuals is not always straightforward.

Getting senior stakeholders to understand the
importance of a fit-for-purpose trade function
requires the ability to measure the value of the
function in a manner that's relevant to them. This
includes both the current value (i.e., value delivered,
protected and maintained by the current function)
as well as the potential value a future function can
achieve through transformation.

In practice, there are nuances among different
industries. For example, trade functions of heavily
regulated industries or those with significant social
implications (e.qg., life sciences) are likely to be
subject to different measurements than those where
there is less regulation (such as the fast-moving
consumer goods sector).

After securing the senior stakeholders’ buy-in, the
design of the framework or transformation can look
different, depending on the type of trade function.
Nevertheless, there are some standard areas that
should be examined during a design phase —it's
about having the right people, right process and
right technology.

Technology

1 ‘Refocusing on the global trade functional organization — a global trade perspective’,

EY website. Find it here
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People

The biggest debate around trade function design
has always been where the function should sit." It
most commonly resides under tax (finance), supply
chain (logistics), or legal (compliance). The dynamics
of global changes have offered even more options
outside these departments. There is no right or
wrong answer; the choice should be fit for the
organization’s objective.

Companies whose products or trade flows are
subject to heavy legal regulations or that operate
in jurisdictions where noncompliance with trade
activities has legal (not just customs or tax)
consequences tend for their trade function to sit
in legal or compliance. As a result of the war in
Ukraine and the sanctions imposed on Russia, we
saw companies whose export control or sanctions
sit under the legal department receive senior

stakeholder support, including legal counsel
advice, from the organization in a timely fashion;
consequently, those organizations were able to
respond to the overnight introduction of sanctions.

Tax (including finance) tends to be a common
choice for where the trade function resides when
either the duty profile of the business is high or

the business operates in jurisdictions where there’s
a strong interplay between customs regimes and
other tax regimes, such as value-added tax (VAT)
and transfer pricing. Customs authorities tend to be
part of the same authorities (i.e., tax). In addition,
companies or industries whose goods movements
are subject to KPI pressure (e.qg., speed to clear the
goods) can benefit from the trade function sitting

in tax or finance, which can inject independence

as a fail-safe to ensure decisions are not made to
clear goods faster at the expense of compliance and
tax efficiency.

Supply chain (including logistics) is another area

the trade function can reside. This location is widely
observed where the trade function is heavily involved
in operational compliance. Sitting in supply chain
allows the trade function to have its finger on the
pulse of goods movement. Another benefit of sitting
in supply chain is the ability to stay close to supply
chain-related decisions that are not customs-specific
(e.q., procurement and sourcing), allowing the trade
function a seat at the table via organic design.
Having said that, this is not a prerequisite. Trade
functions sitting elsewhere (e.qg., legal or tax) can
also achieve effective cross-functional collaboration,
as long as they are consciously investing in

this objective.
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If there's no perfect spot, what about segregating
the tasks and functions? For example, in some
companies operational trade compliance is done by
the logistics team, and tactical customs activities,
such as FTA determination, is done by the tax team.
Bifurcating the activities can have many benefits,
although the downside is also obvious; the tactical
team may not have visibility of what's being done

at a transaction level, therefore failing to provide
accurate management reporting on the effectiveness
of the policies. Equally, the operational team may
struggle to understand rationales behind the tactical
team’s decisions, creating inefficiencies and missed
opportunities. In our experience, bifurcation is most
effective — and perhaps only effective — if a mature
ecosystem that promotes communication can be
built within the organization.
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Process

The first question businesses should ask themselves
is: What processes should be in scope of the trade
function, and more importantly, what shouldn't be?

We have seen trade functions that desire to be lean
and focused on strategic activities deliberately shy
away from being involved in business processes (as
opposed to customs and trade processes). For these
functions, they tend to prioritize the awareness-
raising and upskilling of the other business functions,
such as embedding standards and working with
business partners. The goal is to make operational
activities self-sufficient so that the trade function
doesn't have to be involved in the details.

Even within the world of trade processes, there are
some processes of a different nature or different
consequences that can be managed outside the
trade function. For example, some organizations
have decided to have sanctions and restricted
party screening processes managed and owned by
individual countries’ operational teams, separate
from the trade functions’ processes, which are
focused solely on customs.

It is important for function leaders to avoid being
perceived as “empire building” by growing their
functions and responsibilities disproprionate to the
needs of the business. With the increase of inflation
and toughened competitiveness in the market,

cost pressure means it is not always possible for
personnel to manage every step of all processes.
Meanwhile, many organizations are going through
wider transformations, such as S/4 HANA, finance
and/or supply chain transformation. These business

changes are often accompanied by the challenge of
how to do more with the same or fewer resources.
Outsourcing is a solution that has been tested with
many business functions (e.qg., tax) for years; it

is only natural for the trade function to consider
outsourcing as well.

When it comes to outsourcing, many trade functions
are nervous, and that anxiety is justified. Afterall,
customs and trade are highly specific technical areas
that do not have limitless talent pools. However,

if deployed appropriately, outsourcing can give
organizations a boost of compliance and efficiency,
and free up individuals to focus on other tasks.
Considerations include:

When is the right time to consider outsourcing in
light of a trade function’s level of maturity?

Which processes and which part of the processes
can or should be outsourced?

Does the business leverage or build a shared
service center internally, or are there options for
external outsourcing?

How is visibility and effective control ensured?

This is a complex area, and we will try to explore
outsourcing the trade function in more detail in
future editions of this publication .

Technology

Technology is another integral aspect of the trade
function that affects, and is affected by, people and
process. The top reasons we've seen for deploying
trade-related technology are enhanced compliance
and cost optimization achieved through efficiency.
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By simplifying or even automating trade
processes that would otherwise be done manually,
companies can reduce the need for considerable
headcounts. For example, rather than managing
FTA communication with all suppliers manually,
some trade management solutions allow users
to request long-term supplier declarations

via automated processes. This is particularly
helpful for organizations claiming significant FTA
benefit that are also relying on many suppliers to
provide evidence.

Enhanced compliance speaks for itself, but it also
contributes to the goal of managing cost by reducing
the likelihood of human errors that could be costly
to the business. One of the top technologies most
frequently deployed by trade functions is restricted
party screening, where the trade content of the
software can provide up-to-date information that
allows the trade function to process large volumes of
transactions in a shorter time frame.

Despite the many benefits, it is important to bear
in mind that trade technology is not the solution
to all problems, and certainly not just any trade
technology. Companies can go wrong if they
deploy the wrong technology or assume that the
right people and right process can be replaced
by technology.

Regardless of how mature the technology or
software is, humans still need to make certain
decisions. There is always a need for trade
professionals who understand their organization

to make determinations and filter out the false
positives. In addition, we've seen many trade
functions develop or purchase technology solutions
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that are disproportionately costly to the benefit,

or even ended up being disruptive to the business.
Where we have seen the best return on investment
is to deploy technology with surgery-level precision
— understand the root cause of inefficiency or risks
to determine exactly where the problems should be
fixed (e.qg., in the business process or in the trade
process), then choose the technology solution that's
underpinned by the most solid business case.

Summary

Historically, trade functions have been regarded as

a cost center. This is still somewhat true in many
organizations. However, trade functions now face a
new normal, where the only certainty is uncertainty.
Businesses therefore need to act fast to evaluate
whether they have a fit-for-purpose trade function to
create strategic value for the business while facing
internal and external challenges.

Building a trade function from the ground up can be
a very different task than transforming an existing
trade function and transforming existing trade
functions can be even harder, as it requires changes
in legacy processes and even legacy mindsets.

Another consideration for many trade leaders,
especially those in the tax function, is what role
they should play in the ESG space, given many
ESG reporting processes rely on data points that
are organically owned by the trade function, and
the introduction of green taxes that have a close
relationship with cross-border movement.

Businesses have a lot to consider. Different aspects
of trade functions will be discussed in more detail in
future editions of this publication.

For additional information please contact:

Shenshen Lin
+ 44782 725 4521

slinl®@uk.ey.com
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Insights from EY.com

Articles and features on a range of trade issues published on EY.com

Why five years of transforming tax How three global trends are How disruption is shaping How transformation is shaping How sustainability is shaping global
and finance functions is paying off shaping indirect tax opportunities for global trade global indirect tax indirect tax

How will the Climate & Innovation Refocusing on the global trade Why the gender gap in international =~ How to navigate global Why Irish businesses need to
Act and CBAM affect Swiss functional organization — a global trade needs to close faster sustainability compliance prepare their supply chains
business? trade perspective challenges for CBAM

o wamn il

What ViDA means for the rise of How to prepare for upcoming How COOs can lead the way on Free Trade Agreements: A User's TradeTech: A pathway for
global invoicing combined royalty changes supply chain digital transformation Guide for UK Business businesses to seize trade

opportunities

How the great supply chain reset is How corporate governance can How managed services can be
unfolding help build a more sustainable world the catalyst for supply chain
transformation
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Our Global Trade webcasts and podcasts

Reform of the EU
Customs Union

13 September 2023

Register here for
the webcast:

9:00 a.m. CEST
4:00 p.m. CEST

>
Switzerland: EY

Sustainability Tax
webcast on CBAM

5 September 2023

Register here
for the webcast

Sustainability and the
Tax impact on business:
Africa focus

12 July 2023

Register here
for the recording

How to prioritize
governance in your
organization's ESG
strategy

29 July 2023

Register here
for the recording

The accelerated tax
agenda of the European
Union — EU Tax Policy
Matters webcast

28 June 2023

Register here
for the recording

Europe: Plastic
packaging taxes and
regulations — planning
for what's next

27 June 2023

Register here
for the recording

Tax and Law
Sustainability Update:
How to navigate the
changing landscape

13 June 2023

Register here
for the recording
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Ireland: Preparing your
business for Carbon
Border Mechanism

4 May 2023

Find the recording here

How you can accelerate
your decarbonization
journey

20 April 2023

Find the recording here

What to know about
the 2023 EY Tax risk
and controversy survey
results — Asia-Pacific

12 April 2023

Find the recording here

What to know about
the 2023 EY Tax risk
and controversy survey
results — Americas and
Europe

5 April 2023

Find the recording here

Global Trade Live! Trends
in customs valuation

1 January 2023

Register here
for the recording
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For a better viewing experience, please ensure your browser setting is customized to ‘open in a new tab'.


https://event.webcasts.com/starthere.jsp?ei=1621983&tp_key=fef5da022d
https://event.webcasts.com/starthere.jsp?ei=1621984&tp_key=be216bcc66
https://www.ey.com/en_ch/webcasts/2023/09/ey-sustainability-tax-webcast-on-cbam
https://info.ey.com/Africa-ZA-Tax-WB-2023-06-26-Webcast-EYInsightsSustainabilityandtheTaximpactonbusiness_01aRegistrationPage.html
https://www.ey.com/en_us/webcasts/2023/06/how-to-prioritize-governance-in-your-organizations-esg-strategy?mkt_tok=NTIwLVJYUC0wMDMAAAGMnFvYebNPTsvgAcM9yyjT4b7uFy47HM16Is9S02p0yRHJQN3ST9X5dWNLed_yZvIziCVsLFak-HLJNg17Og8reKRBVzInEA0etQY-VvquhTdU2TXZFA
https://event.webcasts.com/starthere.jsp?ei=1615047&tp_key=25e6764ba6
https://event.webcasts.com/starthere.jsp?ei=1619714&tp_key=a6dba26a64
https://www.ey.com/en_gl/webcasts/2023/05/tax-law-sustainability-update-how-to-navigate-the-changing-landscape
https://players.brightcove.net/1066292269001/default_default/index.html?videoId=6326827886112
https://www.ey.com/en_gl/webcasts/2023/04/how-you-can-accelerate-your-decarbonization-journey?mkt_tok=NTIwLVJYUC0wMDMAAAGK2AOQYIjZDt7n2Dx7PElpUt6x3Fb3pAxbfR5NDS86R9cB4JuBuZn9-bwD6MDiMv9asl2Bz0hhCmu9CCdRA48QpUV_THVXWw9hQR00b5Ejys74qQ
https://www.ey.com/en_us/webcasts/2023/04/what-to-know-about-the-2023-ey-tax-risk-and-controversy-survey-results-asia-pacific
https://www.ey.com/en_us/webcasts/2023/04/what-to-know-about-the-2023-ey-tax-risk-and-controversy-survey-results-americas-and-europe
https://event.webcasts.com/starthere.jsp?ei=1582645&tp_key=5e144a92eb
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Contacts

Global Trade contacts by country

Americas

Argentina

Sergio Stepanenko »
+54 114318 1648

Brazil
lan Craig»
+5521 32637362

Fernando Fagiani»
+551125736913

Cesar Finotti»
+55 112573 6465

Canada

Sylvain Golsse »
+14169 325165

The Caribbean

Rose Boevé »
+599 04305076

Colombia

Gustavo Lorenzo »
+ 57 14847225

Costa Rica

Carolina Palma»
+ 506 2459 9727

Mexico

Karla Cardenas »
+ 52 664 681 7844

Roberto Chapa»
+52818 152 1853

Rocio Mejia »
+ 52 555283 8672

Jorge Nasif »
+52551 1017327
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Peru

Giancarlo Riva»
+51 1411 4448

United States
Doug Bell »

+ 1202 327 7455
Jay Bezek »

+ 17043311975
Lynlee Brown »

+ 18585357357

Sergio Fontenelle »
+1212 4669780
Nathan Gollaher »

+ 1312879 2055
Michael Heldebrand »
+ 1408947 6820
Michael Leightman »
+1713 7501335
Sharon Martin »

+ 1312879 4837
Bill Methenitis »

+ 1214969 8585
Bryan Schillinger »
+1713 7505209
Prentice Wells »

+ 1408947 5438

Shane Williams »
+1713 7515715

Asia-Pacific
Australia

Luke Branson »
+ 61 39288 8369

Kylie Norman »
+ 6129248 4765

China Mainland

Lynette Dong»
+86212228 4107

Yao Lu»
+ 861391015 1448

Shubhendu Misra »
+ 852 9664 0842

Bryan Tang »
+ 86212228 2294

Hong Li Wang »
+86 105815 2307

Tina GY Zhang»
+86 1058152197

Japan

Yumi Haraoka »
+81335062110

Yoichi Ohira»
+81 335062110

Korea (South)

Dongo Park »
+ 8223787 4337

Malaysia

Jalbir Singh Riar »
+ 60 3749 58329

New Zealand

Paul Smith »
+ 64 9 348 8409

Phillipines

Lucil Vicerra»
+ 63288948 115

Singapore

Donald Thomson »
+ 65 6309 8636

Taiwan

Vivian Wu »
+ 886 2 2728 8833

Thailand

William Chea »
+ 662 264 9090

Vietnam

Anh Tuan Thach»
+ 84 28 3629 7366
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Contacts

Global Trade contacts by country continued

Europe, Middle East, India and Africa

Albania, Bulgaria, Kosovo
and North Macedonia

Milen Raikov »
+ 35928177 155

Austria

Theresa Arlt »
+431211701102

Belgium

Antoine De Donder »
+32 2749 3690

Erwin De Vos »
+3227749375

Jef d'Hollander »
+ 32485158852

Christina Horckmans »
+3227749322

Philippe Lesage »
+3227749269

Kristof Verbist »
+3227749086

Keshia Wagner »
+33661084983
Denmark

Anne-Mette Hgiriis »
+ 4551582559
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France

Nadine Grenouilleau »
+33146938428

Marguerite Trzaska »
+33146938432

Germany

Rafik Ahmad »
+ 49 6196 996 22586

Richard J Albert »
+492119352 17756

Robert Boehm »
+49 2119352 10529

Nadin Nottekamper »
+492119352 26138

Frank-Peter Ziegler »
+49 6196 996 14649

Greece

Nicoleta Merkouri »
+ 30697 3773203

Hungary

Aron Nagy »
+ 361451 8636

India
Sourabh Jain»
+91 98 1800 9094

Krishna Kanth Kotagiri»
+91 99 6388 4466

Suresh Nair »
+91 22 6192 2004

Agneshwar Sen p
+919811167838
Ireland

Ciardn Behan »
+ 35312211445

Neil Byrne »
+35312212370

Colin Doolin »
+ 35312212949

Italy

Alessandra Di Salvo »
+ 393357361484
Kenya/rest of Africa

Hadijah Nannyomo »
+ 254 20 2886000

Middle East and North Africa

Pascal Cange »
+971 43129330

Ramy Rass »
+971 47010900

Netherlands
Walter de Wit »
+ 3188407 1390

Caspar Jansen »
+31 88407 1441

Bastiaan Kats »
+ 318840 73806

Martijn Schippers »
+3188 4079160

Jeroen Scholten »
+ 31 88407 1009
Norway

@ystein Arff Gulseth »
+ 47 982 06 387

Narve Lovo »
+ 47 982 06 238

Poland

Slawomir Czajka »
+48717118893

Spain

Pedro Gonzalez-Gaggero »
+ 34 954 665 246

South Africa/rest of Africa

Johnathan B Fillis »
+27 117725040

Sweden

Zoran Dimoski »
+ 46 8 52059260

Switzerland

Ashish Sinha »
+ 41 58 286 5906

Turkey

Sercan Bahadir »
+9021240853 41

Yakup Gunes »
+90212 40858 38

Sedat Tasdemir »
+90212 408 52 57

United Kingdom
Onelia Angelosanto »
+44 161 234 0508
Marc Bunch »

+ 44 20 7980 0298
Penelope Isbecque »
+44 113298 2447
Sally Jones »

+44 207951 7728

George Riddell»
+44 2079519741
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the capital markets.

Enabled by data and technology, diverse EY teams in over 150
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