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Procurement Is On The Line:
How Tariffs Are Exposing
Strategy Gaps in 2025

A cross-industry, global perspective on why business
aligned strategy—not just cost control— defines
competitive advantage in the daily disrupting world.
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The New Era of Procurement Risk

The year 2025 has ushered in a defining moment for global procurement. Following a wave
of geopolitical tension, supply chain instability, and economic uncertainty, the
reintroduction of sweeping U.S. tariffs under the second Trump administration has ignited
a fresh wave of disruption across industries. But unlike the trade wars of 2018—-2020, the
current tariff regime comes at a time when global supply chains are already strained, and
businesses are grappling with the cumulative aftershocks of the COVID-19 pandemic, raw
material inflation, climate-related shocks, and a rebalancing of global power dynamics.
This confluence of pressure points has forced procurement to evolve—rapidly and
fundamentally.

The Return of Tariffs and the 2025 Disruption

The latest tariffs, targeting strategic goods such as semiconductors, electric vehicles, green
tech components, and critical minerals, have redefined the cost structures of multinational
businesses. These measures, compounded by retaliatory tariffs from key trade partners,
have pushed landed costs to historic highs across several industries. According to Maersk
reports (2025), the current tariff environment has increased end-to-end freight costs by an
average of 12-18%, with some sectors experiencing spikes exceeding 30%. The Richmond
Federal Reserve (2025) notes that U.S. imports from tariff-targeted regions have dropped
by nearly 9% in Q1 2025 alone.

Procurement teams are now operating in a world where volatility is not an exception—it's
the rule. The traditional focus on cost-saving through global sourcing has become
untenable. Instead, procurement must now balance cost, risk, resilience, and sustainability
in a fast-evolving global context.
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Why Procurement Must Evolve Beyond Cost

Historically, procurement has often been viewed through a narrow, transactional lens—its » Examine the historical missteps that led to current vulnerabilities
primary objective being to deliver cost savings. This paradigm, while effective during » Introduce a new strategic procurement agenda focused on resilience, agility, and value
periods of global stability, has become a liability in today’s environment. The pursuit of creation
the lowest-cost supplier, often located in a single geographic region, has resulted in » Highlight practical frameworks, tools, and case studies to support procurement leaders
brittle supply chains with low adaptability. in responding to this new reality
The consequences are now undeniable: Ultimately, this ebook makes the case that the current disruption is not merely a
challenge—it is an opportunity to redefine procurement’s role at the heart of
« Suppliers unable or unwilling to fulfill contracts due to shifting trade regulations enterprise strategy. The era of transactional procurement is over. The era of strategic
« Long lead times and unpredictable logistics disruptions orchestration has begun.

» Margin erosion from unexpected tariffs and price hikes
Strategic disadvantage due to overdependence on a narrow supplier base

C-suites and boards are beginning to recognize that procurement is not merely a function

for reducing expenses—it is a strategic capability essential to navigating uncertainty, 5 YeaI‘S Of G |0ba| SU pply Cha| N D isru ptiOﬂ

ensuring continuity, and driving competitive advantage.

2020 2021-22 2022-23 2024 2025
Objectives of This Ebook Trump-era
Tariffs 2.0
| | A4 — G
IThis ebook explores how the 2025 tariff wave has become a catalyst for procurement '4|||_||:c Flash
transformation. It aims to: COVID-19 Raw material Climate  Global power " ___
pandemic inflation shocks rebalancing XF 23
» Analyze the impact of newly reintroduced tariffs on procurement, supplier strategy, Factory Energy & logistics Crop failures  China, EU,U.S. Semiconductor,
: shutdowns, cost spikes water stress  trade tensions EV, green tecn
Clite (3Ll VRl Gl PPE shortages disruptions
» Quantify sector-specific disruptions and cost increases through the latest data and | |
X

case insights
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A Global Tariff Shock:
What's Changed in 2025

In early 2025, the reimplementation of broad-based tariffs under the Trump administration
catalyzed a structural shock to global trade. While the 2018—-2020 trade wars foreshadowed
the vulnerabilities of global sourcing, the 2025 tariffs have amplified them at a time of
unprecedented supply chain fragility.

Tariff Regime Overview

The U.S. announced a sweeping reinstatement and expansion of tariffs focused on imports
from China and select manufacturing economies. These include:

» 25% tariffs on electric vehicles and EV parts

» 18-30% tariffs on semiconductors, solar panels, and clean tech equipment

» 15-20% tariffs on critical minerals (e.g., lithium, cobalt)

» 10-15% duties on general consumer goods, electronics, and machinery

(Source: CNBC, 2025; GEP, 2025)

Affected Countries and Trade Partners

Retaliatory measures were swiftly imposed by China, the EU, and Mexico, targeting U.S.
agricultural exports, aerospace parts, and advanced electronics. As a result, global supply
flows have been destabilized across sectors.

China’s countermeasures alone are estimated to impact over $45 billion in U.S. exports
(QIMA, 2025), while EU responses have raised tariffs on select American industrial goods by
up to 22%.
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The 2025 tariffs are less about
trade imbalance and more about
reshaping the global value chain

—and procurement is at the
epicenter of this realighment

FORBES (2025)

Trade Volume Disruptions

« U.S. imports from China dropped 9.4% YoY in Q1 2025 (Richmond Fed, 2025)
» U.S.-EU bilateral trade in tariffed goods fell 6.2% (Maersk, 2025)
» Global ocean freight spot rates increased 18% between January and Marc

Historical Context vs. 2018—-2020

Compared to the previous Trump-era tariffs:
» 2025 tariffs target more advanced sectors, including clean tech and critical materials,
reflecting new geopolitical priorities
» Retaliations are broader, affecting higher-value exports
» Businesses have less buffer, due to already stretched supply chains post-COVID and
inflationary pressures

As Forbes (2025) notes, “The 2025 tariffs are less about trade imbalance and more about
reshaping the global value chain—and procurement is at the epicenter of this realignment.”
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Strategic Implications: Tariffs as a Geopolitical Trigger for Procurement

Procurement is no longer just about cost control—it is a barometer of competitiveness and economic diplomacy. The renewed emphasis on industrial sovereignty and supply chain security

has elevated procurement to the frontlines of corporate strategy. With trade now weaponized, every sourcing decision is a geopolitical act. Forward-thinking organizations are moving away
from reactive risk mitigation and toward preemptive strategy. This includes integrating tariff modeling into scenario planning, investing in nearshoring capabilities, and building resilient supplier
ecosystems that transcend traditional tier-one relationships. "Procurement leaders must think like diplomats and act like strategists—navigating a world where access, influence, and agility

matter more than price.”

Region/Country

Key Tariff Categories

Avg. Tariff Range

Estimated Trade Impact (USD)

United States EVs, semiconductors, green tech, minerals 15-30% $300B in affected imports
China Soybeans, aircraft parts, electronics 10-22% $45B in retaliatory tariffs
EU Steel, chemicals, agricultural goods 8-20% $26B in U.S. exports impacted
Mexico Automotive parts, grains, dairy 10-15% $12B redirected supply

These numbers reveal a growing fragmentation in global trade—and signal a clear call to action for procurement leaders to act with urgency, foresight, and strategic clarity.
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Procurement Under Pressure —
Cost, Complexity & Capacity

If tariffs are the external shock shaking global trade, then procurement is the pressure point
where those shocks are absorbed — or allowed to break the system. In 2025, procurement
leaders find themselves under historic stress. What used to be a function narrowly focused
on cost containment is now on the frontlines of global complexity. And it's not just about
tariffs — it's about everything they represent: systemic exposure, policy volatility, supplier
reordering, and the limits of legacy procurement playbooks.

Cost is No Longer a Number — It's a Moving Target

Rising costs are the most visible consequence of the 2025 tariff wave, but they are also
the least strategic to focus on in isolation. The reality is that procurement can no longer
anchor decision-making solely on historical prices or predictable unit economics.

According to data from GEP (2025) and Bloomberg Insights:

» Input costs in tariffed categories have risen by 12-22% in Q1 alone

e Clean tech and auto components — especially batteries, rare earths, and
semiconductors — are seeing spikes of 25-35%

» Consumer goods and electronics face not only direct tariff costs but increased storage,
logistics, and cash cycle pressures

The headline inflation, however, obscures a deeper truth: these cost pressures are
dynamic, non-linear, and reactive to both policy shifts and supplier strategy. In other
words, the old idea of "containment” doesn’t apply. Instead, procurement must transition to
cost fluidity management — an approach grounded in real-time data, collaborative
forecasting, and resilience-informed pricing models.
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“Our biggest problem isn’t just
disruption. It's that we don’t

know what we don’t know.”

A Leading CPO

Complexity: Procurement's Invisible Burden

Complexity is the tax paid for past procurement decisions that prioritized short-term gains
over long-term stability. And in 2025, that tax is coming due. As tariffs reshape sourcing
relationships, the cascading impact on multi-tier supplier ecosystems is exposing gaps that
many organizations didn't even know existed.

Some of the most urgent complications include:

» Unstructured renegotiation cycles due to ambiguous pricing clauses and FX/tariff
passthrough language

o Tier-2 and Tier-3 uncertainty, where suppliers are unable or unwilling to guarantee
delivery amid upstream chaos

» Contractual ambiguity as global trade rules and customs enforcement evolve faster
than legal frameworks

The result? Procurement is spending more time firefighting than forecasting.

As one CPO noted in the 2025 SupplyChain247 Executive Brief: “Our biggest problem isn't
just disruption. It's that we don’t know what we don’t know.”
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Capacity: The New Currency of Supplier Relationships

In 2025, capacity is no longer assumed — it is earned. Supplier decisions are no longer driven by
demand alone but by strategic calculus: geopolitical alignment, regional risk, and long-term
relationship value. In many cases, U.S. and EU buyers are being deprioritized in favor of more
predictable markets.

1

According to Project44 and UPS reports:

» Global lead times have increased 19% on average

» Supplier prioritization has shifted, with Chinese and Southeast Asian suppliers giving
preference to intra-Asia buyers

» Materials allocation — especially for semiconductors, lithium, and EV components — is now a
competitive, bid-based process

This creates a critical pivot point: procurement must now manage suppliers not as vendors, but
as partners — and even as strategic assets whose capacity is constrained and discretionary.

The Strategic Takeaway: Procurement Has No Comfort Zone Left

The trifecta of rising cost, mounting complexity, and constrained capacity has shattered
procurement’s ability to operate on autopilot. The “trusted supplier base” built during the
globalization boom is no longer reliable. Contracts written pre-2020 are increasingly
obsolete. Forecasts based on past behavior are irrelevant.

Procurement leaders must now operate with:

» Tactical dexterity to manage daily volatility
» Scenario fluency to prepare for future policy and market shifts
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» Cross-functional collaboration to integrate risk, finance, operations, and ESG priorities

More importantly, they must redefine what “value” means. In 2025, value is not about
price. It's about predictability, agility, and trust. This is the inflection point. For
procurement to rise, it must rewire how it thinks, how it decides, and how it leads.

The procurement function that

can see and respond first—wins

EXPERT PROCUREMENT VOICE
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Strategic Missteps of the Past —
How We Got Here

The world didn’t arrive at procurement fragility by accident. The pressures of 2025 are not
anomalies — they are the predictable outcomes of decades-long decisions. To
understand where procurement must go, we must first confront the strategic blind spots
that led us here.

The Legacy of Global Sourcing Without Strategic Depth

In the 1990s and 2000s, globalization wasn't just a trend — it was an ideology. Corporations
across sectors rushed to offshore production, seduced by the promise of cheap labor,
relaxed regulations, and efficiency gains. Global sourcing became the procurement mantra.
But behind the celebration of cost savings was a silent erosion of supply chain resilience.
As long as goods arrived on time and P&Ls looked healthy, few questioned the long-term
exposure:

» Overdependence on single-source geographies
» Supplier ecosystems hollowed out at home
» Near-zero investment in supply continuity or redundancy

Tariffs, pandemics, and wars didn’t break the system — they merely exposed how brittle it
had become.

The CFO and CPO Cost-Fixation Trap

One of the most pervasive errors was cultural: procurement was largely
measured by its ability to cut cost — not create value. CFOs and CPOs
prioritized quarterly savings, incentivized supplier churn, and viewed risk
mitigation as overhead.
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This cost-first orientation created a blind spot for:

e Building long-term supplier partnerships
» Funding strategic procurement capabilities
» Modeling risk in sourcing or logistics design

The result? Procurement became reactive, not proactive — tactical, not transformative.

The COVID Catalyst: A Lesson Half-Learned

The pandemic should have been the tipping point. For a brief moment, procurement

entered the boardroom. Risk became the headline. Supply chain visibility became a board-

level KPI.
But the lesson didn't stick. As disruptions faded, many companies reverted to legacy
behaviors: centralized sourcing, minimal diversification, lowest-bid supplier selection.

As WashU'’s 2025 research concluded: “The problem with global supply chains isn't
globalization — it's the lack of strategic foresight embedded within it.”

The Price of Procurement Neglect

Procurement'’s historic underinvestment is now costing companies dearly:

» Tens of millions lost to delayed shipments or re-sourcing under duress
» Market share lost to more agile competitors with diversified sourcing

» Brand damage from supplier failures in ESG compliance, labor issues, or geopolitical

entanglement
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If procurement had been empowered earlier — not just operationally but strategically
— the impact of 2025 tariffs could have been absorbed, not escalated.

Reframing the Past to Redesign the Future

This chapter isn't about blame. It's about insight. Strategic procurement requires different
metrics, mindsets, and mandates. To lead in 2025 and beyond, companies must:

* Move from cost-centric KPIs to resilience-adjusted ROI
* Institutionalize supply chain risk modeling into procurement governance
» Elevate procurement leadership to core decision-making bodies

The world didn’t stumble into this moment — it was steered here by systemic choices. It's
time to choose differently.
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How Industries Are
Reeling — or Rebounding

Procurement has moved from a

service function to a survival

Not all industries are weathering the 2025 tariff shock equally — and not all are responding
with equal speed or strategy. Some are caught flat-footed, scrambling to reconfigure supply mechanism
lines under duress. Others are using the moment to reset, regionalize, and reinvent their
sourcing and manufacturing blueprints. This chapter maps the cross-sector fallout and
response, offering a lens into how tariff exposure is triggering both risk and reinvention

akirolabs
across the global economy.

Automotive: From Lean to Local

The auto industry, long a poster child for global just-in-time supply chains, is undergoing a
forced evolution. Tariffs on electric vehicle components, semiconductors, and battery

» Apple, whil intaini Chi t hips, h ded footprint in Viet
minerals have destabilized the cost model for both traditional OEMs and EV-first players. ppie, while maintaining core Lhinese partnerships, has expanded footprint In Vietnam

and India

» Samsung and Dell are redesigning component sourcing with a regionalized lens

» Lead times for microchips have increased by 20-30% for Tier-2 suppliers caught in
tariff crossfire (Kinaxis, 2025)

» Ford and GM are fast-tracking efforts to build localized EV supply chains in North
America

» Volkswagen is rerouting sourcing from China to Eastern Europe and Mexico

» Battery cell costs have jumped 27% YoY due to raw material tariffs and constrained

China+1is evolving into China+Many. Risk-aware tech firms are now optimizing across

supplier capacity (Bloomberg, 2025) . . . .
geopolitics, not just price or efficiency.

The shift is not just geographic — it's architectural. Modular production, nearshoring

partnerships, and regional inventory buffers are becoming standard features in new Consumer Goods & Retail: Margin Pressure Meets Sourcing Chaos
automotive sourcing strategies.

Tech & Electronics: The China+1 Acceleration Retaﬁilers are particularly vulnerable to sudder\ tariff surcharges .— es.p.ecially tthse in
fashion, home goods, and consumer electronics. Many lacked diversified sourcing plans
prior to 2025 and are now racing to adapt.
With semiconductor tariffs as high as 30% and new export restrictions from both the U.S. and
China, electronics players are facing a double bind: higher input costs and supplier « Landed costs for finished goods are up 18—-24% across U.S. importers (UPS, 2025)
uncertainty. * Big-box retailers are pushing for nearshoring in LATAM and digitizing sourcing platforms
» Private-label manufacturers are hedging exposure by dual-sourcing SKUs across

regions
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The shift isn’t just about price — it's about maintaining shelf stability, preserving service
levels, and re-earning consumer trust.

Agriculture & Food: Tariff Retaliation’s First Casualty

Agricultural exporters are among the first hit in retaliatory tariffs from China, Mexico, and
the EU. Soybeans, grains, and meats have become pawns in broader trade chess.

» U.S. agri exports to China dropped 13% YoY in Q1 2025 (QIMA, 2025)

» Input costs for fertilizers and farming equipment have risen 15-20%, squeezing
margins

» Co-ops and food processors are lobbying for federal subsidies and regional trade
alternatives

This is not just a trade issue — it's a national food security question that links

procurement, policy, and sustainability.

Clean Energy & Critical Materials: Strategic Sectors at Risk

Clean energy has become a geopolitical flashpoint. The U.S. drive for energy
independence is colliding with its reliance on foreign-sourced components.

« Solar panel and wind turbine input costs are up 22% due to tariffs on rare earths,
aluminum, and control systems (CNBC, 2025)

» Battery-grade lithium is in short global supply — and under growing export control risk
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» Startups in energy tech are struggling to secure alternative supply at scale

For energy firms, procurement is no longer a back-office function — it's a boardroom
priority tied to strategy, sustainability, and sovereignty.

Ultimately, this ebook makes the case that the current disruption is not merely a
challenge—it is an opportunity to redefine procurement'’s role at the heart of
enterprise strategy. The era of transactional procurement is over. The era of strategic
orchestration has begun.

Strategic Insight: Tariffs Are Rewriting the Industry Playbook

Across all sectors, a deeper truth is emerging: tariffs are not simply triggering reaction.
They are catalyzing reconfiguration. The industries best positioned for the future are not
those who found the cheapest workaround — they are the ones bold enough to rewire
their value chains.

In this new era:

» Procurement must act as an architect, not just a negotiator.

» Resilience is the new ROl — measured in continuity, adaptability, and speed to pivot.

» Cross-functional orchestration between finance, operations, logistics, and compliance
is the only way forward.

This is not about navigating turbulence — it's about learning to fly differently. And
procurement has a front-row seat at the cockpit.
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The Supplier Side of the
Story

When we talk about procurement resilience, we often focus on internal capabilities: strategy,
technology, governance. But the truth is, no procurement strategy can outperform the
reality of its supply base. In 2025, the supplier landscape is undergoing a transformation just
as profound as the enterprises it serves — driven by tariffs, regionalization, and a decisive
shift in power dynamics.

For the first time in decades, suppliers are not just responders to demand — they are
shapers of strategy. The question procurement must ask is no longer “Can we find a
supplier?” It is: “Can we remain the customer of choice when capacity is scarce, and
alignment is everything?”

A New Supplier Mindset: From Order Takers to Market Makers

Suppliers are no longer passive participants in the procurement value chain. Many are
taking bold strategic steps:

» Reallocating capacity toward geographies and customers perceived as more stable or
aligned

» Exiting high-risk markets due to escalating tariffs or unpredictable regulatory
environments

» Repricing relationships, not just products — reflecting cost of volatility, payment terms,
and trust

In high-demand categories like semiconductors, lithium, specialty chemicals, and precision

components, the power dynamic has shifted. Buyers must now compete for supplier
attention — not the other way around.
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Procurement has moved from a

service function to a survival
mechanism
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Tariff Engineering and Trade Arbitrage: A New Game of Chess

Suppliers are also becoming more sophisticated in their response to policy volatility. This
includes:

» Tariff engineering: Redesigning products to alter country-of-origin classification

» Re-routing supply chains through lower-tariff jurisdictions (e.g., Vietnam, Mexico, India)

» Building parallel assembly capacity to adapt output based on destination market
conditions

But these strategies require capital and planning. Suppliers that can’'t adapt may pass costs
directly to buyers — or exit markets altogether. The procurement challenge is no longer just
to track supplier performance, but to understand and support their strategic capability
evolution.
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Supplier Prioritization: Procurement’s New Litmus Test

Suppliers under stress — whether from raw material shortages, trade restrictions, or
inflation — are being forced to make hard choices. And those choices often come down
to who they serve first.

» Contractual obligations are being renegotiated, or deprioritized, in favor of higher-
margin, lower-risk clients

» Relationship depth, communication, and visibility are now deciding factors in
allocation decisions

» US. and EU buyers are increasingly seen as less predictable partners — due to tariffs,
compliance demands, and currency fluctuations

For procurement, this creates a dual challenge: ensure continuity and earn loyalty. The
companies that invested in supplier development, co-innovation, and long-term
relationship management before the crisis are now seeing dividends. Those that treated
suppliers as interchangeable vendors are not.

Consolidation and Risk Amplification

As suppliers consolidate, merge, or exit due to margin compression and geopolitical
fatigue, the procurement landscape is shrinking. In categories like electronics, chemicals,
and advanced manufacturing, fewer players control more of the value chain — amplifying
concentration risk.

This is forcing procurement teams to:
» Reassess supplier risk models to account for consolidation and single points of failure
e Accelerate onboarding of secondary suppliers — without compromising compliance
or quality
» Engage in capacity co-investment or joint planning to lock in long-term access

In 2025, supplier optionality is not a luxury — it's a competitive differentiator.
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Strategic Insight: Supplier Strategy Is Now Corporate Strategy

Procurement’s supplier relationships are no longer back-office conversations — they are
front-page headlines. Supplier actions influence everything from product launch timelines
to ESG performance to investor confidence.

To lead in this era, procurement must:

» Elevate supplier strategy to a board-level concern

» Develop intelligence ecosystems that track not just Tier-1 partners, but Tier-2 and
Tier-3 fragility

* Invest in supplier enablement — not just enforcement

» Reward resilience, not just price — because in a world of disruption, dependability is
the ultimate value

The supply base is no longer an execution layer. It is the foundation — or fracture point —
of enterprise strategy.

Ready to Rethink Supplier Strategy with akiro?

akirolabs elevates supplier strategy with 360° visibility, Al-driven insights, and scenario
modeling that aligns supplier decisions with business priorities. From understanding
capacity shifts to becoming the customer of choice — we help you lead, not chase.
Because in 2025, your supply base isn't just an input — it's your edge.

Click to See akiro Demo
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Procurement’s Playbook for
Resilience

In a world reshaped by tariffs, procurement can no longer afford to operate on static
strategies or reactive instincts. The 2025 disruptions have shown that resilience isn't a
trait — it's a practice. And like any discipling, it requires tools, frameworks, and a new
mindset. The organizations leading through this period aren’t simply absorbing impact —
they're designing around it. The new playbook for tariff-era procurement is grounded in
five principles: visibility, adaptability, diversification, collaboration, and foresight.

1. Map Exposure, Not Just Spend

Before you can respond to disruption, you have to see it. Traditional spend analysis falls
short in a world of cascading tariffs and retaliatory policies. Procurement teams need
multidimensional visibility:

» Tariff mapping tools to visualize duty impacts across SKUs, categories, and suppliers
» Tier-2 and Tier-3 supplier tracing to assess vulnerability beyond the obvious
» Geopolitical heatmaps to model exposure across regions, categories, and logistics

lanes

As per reports that companies with supplier mapping tools in place recovered 30-50%
faster during QI disruptions.

2. Run Scenario Modelling Like a Business Function

Leading companies are institutionalizing scenario modeling — not as an
annual exercise, but as a monthly strategic process.
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 Tariff risk simulations based on current legislation, proposed policy, and trade
negotiations

» Alternative sourcing plans tested against cost, time-to-market, and resilience metrics

» Cross-functional stress-testing, involving finance, operations, and legal

This is not just contingency planning — it's building organizational muscle memory for

volatility.

3. Redesign Contracts for Agility, Not Just Control

Tariffs are exposing the limitations of legacy contract structures. Procurement must shift
from rigid, long-term contracts to flexible, resilience-enabling terms:

» Dynamic pricing clauses linked to tariff indexes or trade classifications
» Dual-region supply rights, allowing for quick pivoting between supplier locations

» Shared risk models, especially in logistics and shipping contracts

Legal teams are no longer support — they're strategic enablers of procurement agility.

4. Dual and Nearshore Sourcing — But Done Strategically

Not all dual sourcing is smart sourcing. The goal isn't to diversify for its own sake, but to
build a layered supply base that reflects real-world constraints.

» Core components nearshored, especially for products with tight regulatory or IP
controls

» High-volume, low-variability goods dual-sourced across tariff-favorable geographies

» Emergency suppliers pre-qualified and contracted, even if not yet activated
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5. Collaborate Upstream and Downstream

Resilience is a team sport. Procurement must work hand-in-hand with suppliers, partners,
and internal stakeholders to stay ahead of change:

» Joint capacity planning with strategic suppliers to manage risk and demand surges

» Collaboration with finance to embed tariff forecasting into budgeting and hedging

» Integration with ESG teams to ensure resilience doesn’t come at the cost of compliance
or ethics

The new procurement playbook is not about control. It's about orchestration.

6. Collaborate Upstream and Downstream

1. Visibility — Know your risks before they hit you

2. Scenario Planning — Build futures you can act on

3. Contract Agility — Write flexibility into your foundation

4. Sourcing Diversification — Balance cost, complexity, and control
5. Supplier Collaboration — Share the burden, shape the response
6. Governance Integration — Make resilience a board-level KPI

Strategic Insight: Resilience Is a Strategy, Not a Reaction

The era of tariff disruption is not a temporary anomaly — it's a glimpse into a more
fragmented, more volatile, more politicized global trade environment. In this new reality,
procurement’s job is not to stabilize the past — it's to shape the future. The organizations
that win will not be those who simply adapted once. They will be those who built
adaptability into their procurement DNA.

This is the new definition of excellence: not just sourcing faster or cheaper — but building a
supply ecosystem that bends without breaking.
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Case Studies in
Category Reinvention

Tariffs do more than distort cost structures — they force organizations to reconsider the
very structure of their category strategies. In 2025, leaders in procurement aren’t simply
absorbing tariff shocks; they are using this moment to rethink what category management
should look like in an era of volatility, strategic uncertainty, and geopolitical risk. The best
case studies in procurement transformation are not just tactical — they are architectural.

Apple: Diversification at Scale

Apple has long relied on a complex, China-centric supply chain for the assembly and
sourcing of key components. But by mid-2025, Apple had accelerated its transition to a
multi-polar sourcing model:

» Expanded final assembly capacity in India and Vietham

 Introduced supplier risk scoring to influence supplier incentives and performance
metrics

» Aligned sourcing decisions with geopolitical forecasting and trade exposure models

This shift was not about de-risking for the sake of optics. It was about embedding

optionality into the heart of category management — and securing supplier alignment
through visibility and influence, not just volume.

Ford: Cost Engineering with a Resilience Mandate

In response to tariffs on EV batteries and rare earths, Ford rewired its approach to category

strategy:

» Partnered with North American mining and battery firms to co-invest in upstream
materials
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Procurement’s response should
be less about finding the
cheapest Plan B — and more

about elevating category
managers as strategic leaders.

» Adopted dual-BOM strategies to allow substitution based on material availability
» Built predictive analytics to simulate cost resilience under shifting policy scenarios

This was not just a sourcing transformation — it was a blueprint for how category and
supplier strategy can become a lever for industrial policy alignment and cost-risk balance.

Caterpillar: Building Flexibility Into the Supply Chain Core

Caterpillar's heavy reliance on global steel and machinery component suppliers had
historically served its scale and cost objectives. But by 2025, the company had redefined
how flexibility shows up in its category design:

* Introduced location-fluid sourcing contracts with 3+ falloack geographies
» Embedded early-warning signals into supply dashboards to flag upstream bottlenecks
» Shifted category KPIs from price reduction to cost predictability and capacity assurance

What emerged was a more resilient, modular sourcing framework — one that could flex as
conditions changed without triggering internal chaos.
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Strategic Insight: Reinvention Is the New ROI

These case studies reveal a powerful throughline: resilience does
not come from reacting to disruption — it comes from reinventing
the categories that drive your business. Tariffs exposed the

strategic fragility of legacy category strategies that were optimized

for cost, not continuity.
The companies thriving in 2025 are those that:

» Treat category strategy as a living system

» Make scenario thinking part of the everyday toolkit

» Use supplier collaboration as a design principle, not a
negotiation tactic

In the end, the organizations that saw tariffs not as threats, but as
catalysts for capability-building, are the ones redefining the future
of procurement.
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C
Diversification
at Scale

« Expand final assembly
capacity in India and
Vietnam

 Introduced supplier
risk scoring to influenc
incentives

» Aligned souring
decisions with
geopolitical forecasting

Cost Engineering
with a Resilience
Mandate

e Partner with firms to
co-invest in upstream
materials

* Adopted dual-BOM
strategies for mateial
substitution

» Build predictive
analytics for cost
resilience

CATERPILLAR

Building Flexibility
into the Supply
Chain Core

« Introduced sourcing
contracts with 3+
fallback locations

» Embedded early-pming
signals into dashboards

» Shifted category KPIs
to cost prediclability
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Legacy Category Strategy (Then)

Single-source, low-cost focus

Reinvented Category Strategy (Now)

Multi-source, risk-adjusted supplier mix

Global sourcing driven by landed cost

Regionalized sourcing based on resilience and continuity metrics

Static supplier tiering based on spend volume

Dynamic segmentation by risk, ESG, innovation potential

Annual category strategy refresh

Continuous scenario planning and monthly strategy loops

Contracts focused on price and control

Flexible contracts with dual sourcing, shared risk, and pivot clauses

Procurement success = cost savings %

KPIs include resilience-adjusted ROI, continuity, and sustainability

Minimal collaboration with suppliers

Joint planning, innovation co-development, and risk-sharing

Siloed category managers

Cross-functional orchestration (finance, ops, ESG, legal)

Firefighting with tactical supplier switches

Pre-qualified alternates + proactive contingency planning

Visibility limited to Tier-1 suppliers

Full multi-tier supply chain visibility and mapping

Negotiation-focused supplier management

Supplier enablement, strategic partnerships, and shared incentives

Spreadsheets and manual data tracking

Digitized category intelligence platforms and risk dashboards

Compliance seen as overhead

ESG, ethics, and compliance embedded in supplier evaluation and decisions
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The New Procurement Agenda —
From Reactive to Proactive

The events of 2025 have made one thing clear: procurement can no longer be a reactive
function. Tariffs, supply shocks, geopolitical realignment — these are not temporary
headwinds. They are the new operating environment. The C-suite must stop treating
procurement as a cost center and start recognizing it as a strategic force that can define
the boundaries of competitiveness, innovation, and resilience. Procurement is no longer the
executor of strategy. It is the space where strategy, risk, and performance intersect. And in
the age of permanent volatility, it is one of the few functions positioned to transform
uncertainty into value.

This chapter outlines the transformation of procurement’s role — from a transactional
enabler to a strategic orchestrator — and charts the roadmap for leadership in this new era.

Beyond Cost: Redefining Total Value

Cost is no longer a sufficient metric — not in isolation. Tariffs have exposed the limits of
measuring procurement success by savings alone. Leading organizations are moving
toward a broader lens:

» Resilience-adjusted TCO: factoring in risk, reliability, and continuity

» Speed-to-value: how fast suppliers can adapt to change without disruption

» Strategic contribution: procurement’s role in enabling growth, ESG, and innovation

Procurement must now answer a higher-order question: what is the true cost of fragility? In
a world where a single trade shift can erase years of efficiency gains, resilience itself

becomes a source of ROI.

“Procurement is not about how much you pay — it's about what you're protected against.”
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Procurement at the Strategy Table — Not the Back Office

For decades, procurement has been excluded from strategic conversations — often brought
in after decisions were made. That model is no longer viable.

Tariff volatility, supplier scarcity, and material nationalism mean that:

» Every product launch is a procurement decision
» Every cost model is a sourcing strategy
» Every growth plan must be supply-aligned

Boards and CFOs are now recognizing that procurement is not just a function to execute
strategy — it is a co-author of strategy. And increasingly, companies that fail to integrate
procurement into enterprise planning will find themselves constrained not by capital or
customers — but by the unavailability of input, talent, or partners.



Procurement Is on the Line: How Tariffs Are Exposing Strategy Gaps in 2025

The Rise of Strategic Orchestration

In response, we're witnessing the emergence of a new procurement paradigm: strategic
orchestration. This model is defined by:

» Cross-functional alignment, where procurement drives consensus between finance,
product, supply chain, and sustainability

» Real-time decisioning, supported by Al and scenario intelligence

» Embedded governance, with procurement KPIs reflected in enterprise dashboards

Strategic orchestration turns procurement into an intelligence layer for the business —
enabling not only better sourcing but smarter trade-offs. Procurement leaders are now
tasked with managing complexity, interpreting signals, and coordinating cross-enterprise
response.

Talent, Technology, and the Capability Shift

The new procurement agenda cannot be delivered with old capabilities. To meet this
moment, procurement teams must upskill and retool:

 Shift talent profiles from tactical buyers to strategic thinkers, economists, and systems
designers

» Deploy Al-powered platforms to track policy, simulate scenarios, and model sourcing
impacts across time horizons

 Institutionalize playbooks and rapid-response protocols to ensure speed, not just
governance, during crises

This isn't a tech upgrade — it's a mindset shift. Procurement must become comfortable
operating in ambiguity and leading through complexity.
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From Reactive to Redefining: The New Procurement Mandate
The transformation underway isn’t optional. It's existential. The organizations that fail to
evolve procurement will find themselves outpaced not just on cost, but on capacity,

innovation, and resilience.

But those who embrace this new agenda stand to:

Reclaim lost margin through smarter sourcing

» Mitigate risk before it hits the balance sheet

» Shape supplier ecosystems that accelerate growth

Build competitive advantage at the edge — where volatility is highest

This Is Procurement’s Defining Decade

2025 is not the year that broke procurement. It is the year that exposed what procurement
was never built to handle — and why it must now be rebuilt. This is the opportunity: to
reposition procurement as a source of strength, not just savings. To lead not from the
margins, but from the core of enterprise value. To redefine procurement not just by what it
buys, but by what it makes possible. In a decade that will be defined by disruption,
procurement can become the operating system of resilience.

That's exactly what akirolabs is built for.

Our category strategy platform gives procurement teams the strategic infrastructure to
lead — with Al-powered insights, collaborative workflows, and dynamic scenario modeling.

Click to See akiro Demo
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The Silver Lining of Tariff Turmoil

The 2025 tariff shock has rattled industries, reshaped trade flows, and exposed the limits
of legacy procurement models. But beneath the surface of disruption lies a profound
opportunity. Tariffs — for all the friction they introduce — are accelerating a long-overdue
transformation in procurement. They have forced a reckoning: a redefinition of what
procurement is, what it should do, and what it must become.

This final chapter reframes tariffs not just as a crisis, but as a catalyst — a wake-up call
that has opened the door to strategic reinvention.

Turmoil as Transformation: What Tariffs Made Possible

Tariffs have served as an x-ray, revealing the vulnerabilities and structural imbalances
baked into global sourcing strategies. But they’'ve also become an accelerant — pushing
leaders to take bold actions that might have otherwise taken years:

» Category strategies have become scenario-informed and dynamic
» Supplier relationships have shifted from transactional to strategic
» Risk has become a design principle, not just a reactive metric

In this light, tariffs didn’t break procurement — they broke the illusion that procurement
could stay the same.

Procurement’s Visibility Moment: A Seat at the Strategy Table

The silver lining is this: procurement is more visible, more valued, and
more vital than ever before. The C-suite now sees that supply risk is
business risk. That continuity is currency. That procurement is a direct
lever of enterprise performance.

akirolabs

22




Procurement Is on the Line: How Tariffs Are Exposing Strategy Gaps in 2025

Tariffs as a Strategic Gift — If We Choose to See It That Way

« Boards are asking new questions: “What's our sourcing exposure?” “How resilient is Tariffs are a blunt instrument. But their impact has sharpened procurement'’s role, focus,
our supplier base?” and ambition. They have revealed the cracks in the old models and given leaders the
+ CFOs are partnering with CPOs to balance margin pressure with continuity planning courage to break what was no longer working.
+ Product and innovation teams are realizing that sourcing agility shapes what can be This is procurement’s generational chance — to step into the center of the enterprise, to
built — and when influence decisions that shape business models, and to lead not from the margins but from
the future.

Procurement has moved from afterthought to essential.
Let 2025 be remembered not just for its turbulence, but for the transformation it triggered.

Let this be the moment where procurement stopped chasing value — and started creating
it.
From Scarcity to Strategy: Building Enterprise Advantage

The most forward-looking organizations are using the 2025 moment to build long-term
strategic advantage:

» Diversification becomes a growth enabler, not just a hedge
» Scenario planning becomes a competitive differentiator, not a compliance box
» Supply intelligence becomes a core capability, not a peripheral dashboard

These shifts are not temporary. They are durable. And they will separate tomorrow’s
leaders from tomorrow’s laggards.

A Defining Opportunity for Leadership

What's emerging is a new mandate for procurement leaders — not just to reduce spend,
but to shape the future. To design supply ecosystems that are not only cost-effective,
but geopolitically aware, environmentally responsible, and operationally agile.

This is not about becoming experts in trade policy. It's about becoming architects of
resilience and growth
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