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Overview

The 2025 U.S. tariff policies, particularly under the Trump administration, have
introduced significant disruptions to global supply chains. These policies include high
tariffs on imports from major trading partners like China, Canada, Mexico, and the
EU, aimed at protecting domestic industries and addressing trade imbalances.
However, they have led to complex challenges, economic impacts, and social/political
consequences, as outlined below with supporting facts.

Supply Chain Complexities
1. Increased Costs & Pricing Pressures:

e Tariffs have raised the cost of imported goods, impacting industries reliant on global supply
chains. For example, a 25% tariff on steel and aluminum imports and a 10% increase on Chinese
goods have added millions to production costs for companies like Apple and Ford, with Ford
facing an additional $500-$1,000 per vehicle produced in the U.S.

e Total effective duties on some products from China could exceed 129% due to overlapping
tariffs (e.g., Section 301 at 25%, additional 34%, new 50%, and IEEPA at 20%).

e Retailers, operating on slim margins, face higher costs for consumer goods, leading to price
increases passed onto consumers, estimated to cost U.S. households $1,300 annually in 2025.

2. Disrupted Trade Routes & Supplier Relationships:

e Tariffs have forced companies to shift sourcing to alternative countries like Vietnam, India, or
Mexico to avoid high duties, increasing logistical complexity. For instance, Walmart reduced
Chinese imports by 10% in 2024, sourcing more from Vietnam and Thailand, but faced a 5% rise
in logistics costs due to longer shipping routes.

e The rerouting of Chinese goods through Mexico and Asian countries (e.g., Korea, Vietnam) to
bypass U.S. tariffs has complicated supply chain transparency, with over 50% of Chinese value
added now entering the U.S. via Mexico under some scenarios.

e Just-in-time ordering, reliant on stable conditions, has been disrupted, impacting inventory
planning and demand forecasting.
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3. Regulatory & Compliance Challenges:

e New tariffs have introduced stricter rules of origin and compliance requirements, increasing
documentation and due diligence needs. Maersk reported a 1000% surge in client inquiries about
navigating these complexities in 2025.

e Changes to low-value shipment exemptions (e.g., Section 321 de minimis threshold) have
eliminated duty-free entry for many goods, requiring standard entry procedures and adding
operational complexity.

4. Supply Chain Redesign & Investment Costs:

e Companies are diversifying supply chains to mitigate tariff risks, but this involves significant
investment. Apple, for example, has invested over $1 billion in Indian manufacturing facilities to
shift 15-20% of production from China by 2026, facing bottlenecks and a 10% increase in lead
times in Vietnam.

e Nearshoring and friendshoring strategies, while reducing geopolitical risks, often result in higher
costs. India and Vietnam offer FOB costs only 1-6% higher than China, but supply chain
performance and reliability remain challenges.

Major Issues
1. Economic Disruptions:
e Tariffs have reduced U.S. real GDP growth by 0.9% in 2025 and 0.1% in 2026, with a long-term
GDP reduction of 0.6% ($160 billion annually in 2024 dollars). Exports are projected to drop by
18.1%.
e Global trade flows are expected to contract by 5.5-8.5%, with trade through global value chains

(GVCs) shrinking by an additional 2%. Sectors like electronics and transport equipment, highly
integrated into GVCs, face output declines of up to 30%.

e The 2018-2019 tariffs raised producer prices by about 1% per 10% tariff increase, contributing
to a 0.3% rise in the consumer price index, a trend likely to continue with 2025 tariffs.

2. Inflation & Consumer Impact:

e Tariffs function as a tax on U.S. importers, increasing consumer prices. The National Retail
Federation estimates tariffs could cost U.S. consumers $78 billion annually in spending power.

e Industries like automotive, construction, and retail face higher costs for materials (e.g., 70% of
U.S. softwood lumber from Canada, 30% of drywall from Mexico), leading to extended project
timelines and increased prices.

3. Retaliatory Tariffs & Trade Tensions:

e China implemented an 84% tariff on U.S. goods starting April 10, 2025, in retaliation to U.S.
tariffs. Canada and Mexico have also imposed tariffs worth $128 billion on U.S. goods.

e U.S. soybean farmers have lost 25% of their market share to China since 2023, costing $2 billion
annually, as Brazil and Argentina gain ground.

4. Supply Chain Vulnerabilities:

e Reliance on single-country sourcing, particularly China, has proven risky. For example, 80% of
U.S. active pharmaceutical ingredients come from China, raising concerns about critical supply
disruptions.

e The semiconductor shortage, exacerbated by earlier tariffs, highlighted vulnerabilities in
automotive and electronics supply chains, with ongoing production bottlenecks.
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Social & Political Consequences
1. Economic Inequality & Job Losses:

e Tariffs have led to job losses in industries reliant on imports, outweighing gains in protected
sectors. A 2018 analysis found steel-consuming jobs outnumber steel-producing jobs by 80 to 1,
indicating net job losses from steel tariffs.

e Manufacturing job losses, concentrated in specific U.S. regions, have contributed to social issues
like reduced family formation and increased opioid abuse, linked to the loss of 5 million
manufacturing jobs from 1997 to 2024.

2. Impact on Emerging Economies:

e High tariffs threaten fledgling democracies reliant on exporting semi-finished products (e.g.,
metals) to manufacturing hubs like China, India, and Mexico. These economies lack social safety
nets, risking livelihoods and increasing poverty.

e The disruption of duty-free access and free-trade agreements could destabilize these economies,
potentially leading to social unrest or political instability.

3. Geopolitical Tensions:

e The U.S.’s use of national security justifications for tariffs (e.g., Section 232 on auto parts) has
heightened trade tensions, with partners like the EU and Japan imposing retaliatory measures.

e The threat of 100% tariffs on Taiwanese semiconductors could escalate tensions in critical
technology sectors, impacting global innovation and security.

4. Political Uncertainty & Policy Shifts:

e The unpredictability of U.S. tariff policies, driven by executive authority, has led to a “stand-by”
mode for global economies, with businesses hesitant to make long-term investments.

e The U.S.’s withdrawal from the OECD’s Pillar 2 global tax minimum adds further uncertainty,
complicating corporate tax and trade strategies.

Strategies for Mitigation

1. Supply Chain Diversification: Companies are diversifying suppliers across regions like Southeast Asia
and India to reduce tariff exposure. HP, for example, cut costs by 8% by sourcing from Taiwan and
Thailand.

2. Technology & Analytics: Al-driven tools and blockchain are being adopted for demand forecasting and
compliance, reducing inventory costs by 15% and documentation errors by 20%.

3. Strategic Planning: Maersk’s Supply Chain Resilience Model and scenario planning help businesses
anticipate tariff impacts and adjust sourcing strategies.

4. Policy Advocacy: Businesses are engaging trade advisors to navigate regulatory changes and explore
duty-saving strategies like foreign trade zones.

Conclusion

The 2025 U.S. tariff policies have created a complex and volatile environment for global supply chains, driving
up costs, disrupting trade routes, and increasing regulatory burdens. These changes have led to economic
challenges like inflation and reduced GDP growth, alongside social consequences such as job losses and
impacts on emerging economies.
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Geopolitically, retaliatory tariffs and policy uncertainty have heightened tensions. Businesses are responding
with diversification, technology adoption, and strategic planning to build resilience, but the long-term impacts
remain uncertain as global trade adapts to this new paradigm.
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About Alan G. Dunn

Alan G. Dunn is currently President of GDI Consulting & Training Company and founder of the
Manufacturing Executive Institute (MEI). He is also the creator and lead-instructor of the 18-month Next
Generation Global Supply Chain Leadership Development Program at the California Institute of
Technology’s (Caltech) Center for Technology & Management Education (CTME), where he has taught
since 1984. Mr. Dunn also serves on the University of California at Riverside’s (UCR) Advisory Board for
Transformative Leadership in Disruptive Times.

Previously, Mr. Dunn was a Vice President at Gemini Management Consulting (now Capgemini) and a
Partner at Coopers & Lybrand (now PwC). In both positions, he led large technical manufacturing teams
through innovative productivity enhancement projects. Mr. Dunn has participated in >188 significant
manufacturing and distribution projects inside >118 companies. He has worked in 24 countries and across
most manufacturing sectors. Mr. Dunn has delivered >800 discrete training sessions throughout his career.

Mr. Dunn specializes in supply chain management, strategic planning, manufacturing management,
operations management, leadership development, cost management, and business finance. He is curious and
passionate about everything in the manufacturing and distribution industries. This curiosity and passion have
led him to lead 6 significant supply chain research projects, author >70 published articles, create >15
significant consulting methodologies and develop >100 training courses for professionals in the
manufacturing & distribution industries. It is Alan’s deep depth and deep breadth in the global supply chain
body-of-knowledge that provides him with an ability to assemble and lead highly capable teams to solve
problems thought to be unsolvable.

Over his 40-year career in global supply chain consulting, Mr. Dunn has served on the Boards of Directors of numerous public, private and
non-profit companies. He is the recipient of the National Association of Corporate Directors (NACD) prestigious “Director of the Year” award
in 2007.

Alan is a career-long volunteer for the Association of Supply Chain Management (ASCM), having served as the President of the Orange
County Chapter in 1984 and Chairman of ASCM in 2015. He was inducted into the “ASCM New England Supply Chain Conference Hall of
Fame” in 2022. Mr. Dunn has spoken to nearly all the APICS/ASCM chapters and at the ASCM international Conference >20 times.

Mr. Dunn has a degree in business management from California State University, Fullerton where he occasionally lectures in the business
school.

About GDI Consulting & Training Company

GDI Consulting & Training (GDI) provides practical solutions to complex business and managerial problems in manufacturing and
related industries. Our firm has successfully assisted clients around the world for more than 40 years, having performed more than 188
projects in over 118 companies in 24 countries. GDI applies specialized and common-sense solutions... not overly-intellectualized
approaches... to numerous types of challenging client problems in manufacturing and distribution industries, including:

Complex Problem Solving Core Business Process Re-Engineering
Factory & Distribution Facilities Layout & Design Enterprise Performance Metrics & Compensation Systems
Cost Management Systems Organization Design & Improvement
Operational Due Diligence Business Strategy Formulation
Quality Management Systems Design & Implementations IT Data Integrity & Reliability Improvements
Factory & Distribution IT Systems Design & Implementation Process Flow Design & Implementation
Page 5 of 6

Global Supply Chain Complexities, Issues, and Social/Political Consequences Due to 2025 Tariff Designs
Copyright © GDI Consulting & Training Company, 2025



ONE Company — SIX Solutions

. GI $u

Substantia Critical Risks

pplier Assessment Practice

Moderate Risks ~ Manageable Risks Minor Risks Ni

I GD Talent Acquisition
Practice

Specify | Source | Evaluate | Profile | Engage | Onboard

GDI Consulting & Training GDI Owner & Investor

Making Breakthrough Changes at Breakneck Speed! Services Practice

Governance | Ops Due-Diligence | Valuation Enhancement

r‘ MANUFACTURING
— £ @ [EXECUTIVE INSTITUTE

lwww.mfgexecutive.com

RADIO ME,

— 2

We can bring numerous professional services to our manufacturing

and distribution clients... all focused on Improving the trajectory of
people & enterprise performance.

Page 6 of 6
Global Supply Chain Complexities, Issues, and Social/Political Consequences Due to 2025 Tariff Designs
Copyright © GDI Consulting & Training Company, 2025



