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Navigating Geopolitical Uncertainty: Preparing Your Business for Trade Wars and Tariffs

The global business environment has become increasingly volatile, with geopolitical uncertainty at the
forefront of discussions among corporate leaders. In a January 2025 survey by Boston Consulting
Group, over 540 global investors ranked geopolitical risk as their top concern, surpassing interest rates
and inflation. Remarkably, 86% of investors emphasized the need for companies to prioritize building
critical capabilities to navigate these uncertainties. How is your organization preparing for these
challenges? Share your approach below.

Among the most pressing issues are trade wars and tariffs, which are disrupting supply chains,
increasing operational costs, and complicating global strategies. With the U.S.-China trade tensions,
Brexit, and shifting regulatory environments around the world, businesses are being forced to adapt
and re-evaluate their strategies to remain resilient in the face of these challenges.

In this article, we explore the current geopolitical risks surrounding trade wars and tariffs, and how
companies can prepare for these disruptions. We will discuss the strategic responses organizations
can take, from process improvements and supply chain optimization to leveraging artificial intelligence
(Al) and automation. While some organizations are moving production back onshore to mitigate risks,
others are adopting cutting-edge technologies to improve efficiency and flexibility. These strategies are
not just about surviving geopolitical risks, they are about thriving amid uncertainty.

The Rising Impact of Trade Wars and Tariffs

In recent years, one of the most prominent geopolitical risks has been the escalation of trade wars,
especially between the U.S. and China. Trade tariffs, sanctions, and retaliatory measures have
disrupted established supply chains, raised production costs, and affected market access in various
sectors, including manufacturing, agriculture, and technology.

According to a report by the World Economic Forum, these trade tensions are expected to have long-
term effects on global business operations. The Conference Board’s C-Suite Outlook 2025 also
highlights that CEOs are increasingly concerned about trade wars, with tariffs between the U.S., China,
and the EU being identified as one of the top geopolitical risks. For businesses that rely on international
trade, these disruptions present a unique set of challenges.

While tariffs are often viewed as short-term obstacles, they have far-reaching implications for global
supply chains. A McKinsey & Company report underscores that companies must rethink their sourcing
strategies and adjust their supply chains to account for new regulatory pressures. The trade war
between the U.S. and China, for instance, has prompted many companies to reconsider their
dependence on Chinese manufacturing, leading to a significant push toward reshoring or nearshoring
production to reduce exposure to tariffs.

Preparing for Geopolitical Risks: Strategic Approaches

To mitigate the impact of trade wars and tariffs, businesses need to take a proactive approach. Several
strategic avenues can help organizations navigate the current geopolitical uncertainty, and while each
business’s solution will be unique, there are common strategies that can be applied across industries.
Below, we highlight some of the most effective strategies.
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1. Supply Chain Diversification

A major consequence of the ongoing trade wars is the disruption of global supply chains. Businesses
thatrely heavily on a single country or region for manufacturing are particularly vulnerable to tariff hikes
and trade restrictions. Diversifying supply chains across multiple regions can significantly reduce
these risks.

Areport by EY indicates that 46% of global CEOs are actively reevaluating their supply chain strategies
in response to the trade tensions. Geographic diversification and multi-sourcing are key strategies for
mitigating the risks posed by tariffs. By working with multiple suppliers across different regions,
businesses can avoid overreliance on any single supplier or country. This approach ensures continuity
of operations even if a specific country or market becomes problematic.

For example, many businesses that once relied on China for manufacturing are now shifting production
to Southeast Asia, India, or Mexico. This trend has been accelerated by the U.S.-China trade conflict,
which saw tariffs imposed on a range of Chinese goods. The cost of doing business in China hasrisen,
driving companies to seek alternative locations with lower production costs and fewer tariff barriers.

2. Reshoring and Nearshoring Production

The rising cost of doing business in overseas markets and the increasing instability of international
trade agreements have made reshoring and nearshoring viable options for many companies. Reshoring
refers to bringing back production that was once outsourced overseas, while nearshoring involves
relocating production closer to home, typically in neighboring countries with lower labor costs.

Reshoring has gained traction in industries such as electronics, automotive, and consumer goods, as
companies seek to reduce supply chain risks related to tariffs and geopolitical instability. According to
the Institute for Supply Management (ISM), reshoring is particularly popular in the U.S., where
companies are moving their manufacturing operations from China back to the States to avoid tariffs.

In addition to mitigating geopolitical risks, reshoring can also improve supply chain flexibility, reduce
lead times, and allow companies to respond more quickly to market changes. While reshoring can
sometimes be more expensive than offshore production, the potential cost savings from reduced
tariffs and faster time-to-market can outweigh the initial investment.

3. Leveraging Artificial Intelligence (Al) and Automation

In today’s rapidly changing business environment, it is critical for organizations to adopt smart
technologies that increase operational efficiency and reduce vulnerability to external shocks. Artificial
Intelligence (Al), machine learning, and automation are at the forefront of technological advancements
that can help businesses navigate the challenges of geopolitical uncertainty.

Al and automation can be used to optimize supply chain management, predictive analytics, and
inventory management. For example, Al-driven analytics can predict shifts in demand based on
geopolitical factors, enabling businesses to adjust their production schedules in real-time. This
predictive capability allows organizations to stay ahead of disruptions and minimize the impact of
external factors like tariffs and trade barriers.
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Moreover, Al can help companies manage inventory levels and logistics more efficiently. Automated
systems can track goods as they move through the supply chain, identify potential bottlenecks, and
provide real-time visibility into operations. These systems can also adapt to changes in the global
landscape, automatically rerouting shipments or sourcing alternative suppliers when disruptions
occur.

Automation in manufacturing also plays a significant role in reducing reliance on human labor, which
can be disrupted by geopolitical factors such as trade restrictions and labor shortages. By investing in
automation technologies, companies can increase productivity, reduce operating costs, and ensure
business continuity in the face of trade wars and tariffs.

4. Reevaluating Risk Management and Contingency Planning

As geopolitical risks continue to rise, businesses must take a proactive approach to risk management
and contingency planning. In a highly interconnected world, the impact of a single disruption canripple
throughout an entire supply chain. The key to surviving and thriving amid uncertainty lies in anticipating
potential risks and preparing for them in advance.

A robust risk management strategy should include a comprehensive analysis of potential
vulnerabilities in the supply chain, including the exposure to specific countries, suppliers, and markets
that are prone to geopolitical disruptions. Businesses can then develop contingency plans that outline
alternative sourcing strategies, transportation routes, and production processes to mitigate the impact
of potential disruptions.

For example, businesses can implement scenario planning, which involves mapping out different
geopolitical scenarios and assessing the potentialimpact on operations. By evaluating these scenarios
in advance, companies can create tailored responses that allow them to adapt quickly and efficiently
when faced with actual disruptions.

5. Building Agility into Business Models

The ability to respond swiftly to geopolitical uncertainty is one of the most important traits of resilient
organizations. Companies must focus on building agility into their business models, which means they
should be able to quickly pivot operations, supply chains, and resources as needed.

Agility can be achieved through a variety of means, including flexible manufacturing systems, modular
product designs, and collaborative partnerships with suppliers and partners. By fostering strong
relationships with a diverse range of suppliers and service providers, businesses can ensure they have
multiple avenues to pursue when faced with disruptions.

Conclusion: Future-Proofing Your Organization

As geopolitical uncertainty continues to disrupt global trade, companies must evolve and adapt to
mitigate the risks of trade wars and tariffs. Whether through supply chain diversification, reshoring
production, leveraging Al and automation, or reevaluating risk management strategies, businesses can
enhance their resilience and stay competitive in an increasingly volatile environment.

While these changes can be challenging, they also present an opportunity for businesses to optimize
operations, embrace new technologies, and create more flexible, agile models for the future. By doing
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S0, organizations will be better equipped to navigate the stormy waters of geopolitical uncertainty and
emerge stronger in the long term.
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By adopting strategic solutions that address these challenges head-on, businesses can not only
mitigate risks but also position themselves for sustainable growth and operational excellence in a
rapidly changing world.
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