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The newsletter for executives who prefer honest diagnosis over comfortable denial.

Issue Summary: The Cost of Political Friction

For a long time, many of us treated geopolitics as something that happened in a capital city—something
for the executives and the lawyers to worry about while we focused on the shop floor. We assumed that
if our logistics were lean and our procurement was tight, the "outside world" wouldn't touch our
production schedule.

That era is over.

Political risk is no longer an abstract concept; it is now a primary operational variable. When trade
policies shift overnight or tariffs spike unexpectedly, it doesn’t just show up as a line item on a corporate
balance sheet—it shows up as a stalled assembly line, a shortage of critical components, and a frantic
scramble to find alternative suppliers while the machines sit idle. We have to stop treating these events
as "unforeseen accidents" and start treating them as predictable hazards in our operating environment.
To survive, we must move from a strategy of pure cost-optimization toward one of operational
resilience.



The Tariff Shockwave: Diagnosing Unpredictable Risk

When you hear about tariffs jumping by 500% or trade routes being restricted overnight, it sounds like
headline noise. But on the floor, that "noise" translates to a sudden, massive spike in the cost of goods
sold (COGS) and a potential total halt in material flow. We call this The Fragility of Lean.

Many organizations have spent years stripping away any excess from their supply chains to achieve the
lowest possible unit cost. While that makes for great quarterly reports, it leaves no room for error when
a trade war breaks out. If your primary source for a specialized casting or an electronic sub-assembly is
locked behind a high tariff wall, you don't have "leverage"—you have a single point of failure.

We need to stop pretending that a lean supply chain and a resilient one are the same thing. A system
designed only for efficiency will break the moment it faces a shock. We must begin building systems
that can absorb these hits without stopping production. If your current plan relies on "the way we've
always done it" because it was the cheapest option, you aren't being efficient; you are just ignoring the
risk of a sudden, massive cost spike that could make your product unmarketable or impossible to build.

Why We Plan for Efficiency, Not Chaos

The reason many plants struggle when these shifts occur is that they have been optimized for "peace-
time" operations. The goal has always been: How can we get this part here as cheaply and quickly as
possible? This leads to a very specific type of organizational blindness.

You aren't just choosing the cheapest supplier; you are subconsciously deciding which risks you are
willing to ignore. When a tariff hits, it isn't "new" information—it’s the delayed consequence of not
having a backup plan for your primary source.

The Comfort_able Rationalization The Operational Reality

"We have a stable contract with our primary
supplier."

We have a single point of failure that is vulnerable to external policy
shifts.

"A 10% price hike is manageable for now." A sudden 500% tariff makes the current sourcing model
mathematically impossible.

"Our logistics team will figure out the
workaround."

The team is currently scrambling because there was no pre-vetted
alternative route.

"We'll just absorb the cost of the extra
freight."

Increased shipping costs eat the entire margin, making the product
unprofitable to ship.

A plan on paper that doesn't account for a 50% shift in logistics costs isn't a plan; it’s an optimistic
guess. We must move toward a model where "resilience" is baked into the procurement process from
day one.

The Three Pillars of Tariff Resilience



To protect the line, we have to rebuild our sourcing strategy around three specific pillars. This isn't
about adding complexity for the sake of it; it’s about ensuring that when the next political shift happens,
your production schedule remains unchanged.

1. Geographic Diversification

You cannot rely on a single region for critical components if those regions are subject to volatile trade
policies. If you source everything from one country because it's currently the cheapest option, you aren't
being "smart"—you’re betting the company’s survival on a stable political climate that may not last.
Diversification means having at least two distinct geographic sources for any component with a lead
time longer than 30 days.

2. Inventory Agility (The Buffer Strategy)

"Just-in-time" is a luxury of stability. To survive tariff shocks, we need "just-in-case" buffers for high-
risk components. This means identifying parts that are subject to heavy tariffs or long transit times and
maintaining an extra 60–90 days of safety stock. It’s not wasted space; it’s insurance against a sudden
border closure or a massive tax on your freight.

3. Localized Planning

Where possible, move the "source" closer to the "sink." This means finding suppliers within your own
trade zone. While these parts might have a higher base cost, they offer protection against international
policy swings. If you can source a component from a domestic supplier or a nearby neighbor, you
eliminate the variable of cross-border tariffs entirely.

Immediate Steps for Your Global Operations Team

You don't need to overhaul your entire global strategy by Monday morning, but you do need to start
identifying where the cracks are. Here is what I want you to do on your next walk through the
procurement and planning offices:

1. Map the Hidden Tiers: Don’t just look at who sells to you; find out who they buy from.
Many "local" suppliers are actually importing components from high-risk regions. If their
source gets hit by a tariff, your production stops regardless of where they are located.

2. Run a "Tariff Stress Test": Take your top 20 highest-volume SKUs and calculate the impact
on your margins if a 50% tariff were applied tomorrow. Identify which products would
become unprofitable instantly. These are your high-risk items that need immediate
diversification plans.

3. Establish a Pre-Vetted "Pivot" List: For every critical component, have a pre-approved
secondary supplier in a different geographic region. You shouldn't be searching for a new
vendor while the line is down; you should already have their parts on your shelf or a contract
ready to activate.



4. Audit Your Lead Times: Review your current lead times and identify where they are being
"padded" by logistics delays. If it takes three months to get a part because of complex
international shipping, that's a signal that you need more local inventory.

The Art of Strategic Decoupling

At the end of the day, we have to move toward what I call Strategic Decoupling. This means
intentionally breaking away from the "cheapest at any cost" model in favor of an "independent
capability" model.

A truly resilient operation is one where a political headline on the news doesn't result in a frantic
meeting with the plant manager. It’s about building a system that is robust enough to withstand external
shocks because it isn't leaning so heavily on a single, fragile point of success.

It might cost more to maintain a diverse supply chain or higher safety stocks today. But that cost is
much lower than the price of a stopped line, a lost customer, and the frantic scramble for parts when the
"cheap" way suddenly becomes too expensive to sustain. We aren't just trying to survive the next tariff;
we are trying to build an operation that can stand on its own two feet, regardless of what is happening in
the halls of power.

Call to Action

What single geopolitical event keeps your operations team up at night? Share this with someone who
needs an honest diagnosis of modern supply chain risks.
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