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The U.S.–Mexico trade relationship is one of the most consequential in the world, generating over $850 

billion in annual goods trade (U.S. Census Bureau, 2024) and supporting vital industries that range from 

automotive and aerospace to agriculture, electronics, and heavy equipment. But this trade corridor is 

evolving fast. Tariff volatility, shifting labor and environmental standards, and the accelerating push 

toward regionalization are rewriting the rules of global commerce. Companies are rethinking where and 

how they produce, source, and ship. In this environment, agility, clarity, and trusted guidance have 

become competitive necessities. 

In this context, organizations like the U.S.–Mexico Chamber of Commerce play an indispensable role. 

They serve as conveners, translators, and advocates, helping businesses bridge regulatory frameworks, 

cultural expectations, and economic opportunities on both sides of the border. More than ever, strategic 

dialogue across sectors is essential. 

Its influence extends beyond matchmaking and market access. It elevates binational competitiveness by 

fostering public-private dialogue, hosting trade missions and strategic forums, and championing 

pragmatic solutions to complex regulatory challenges. From large-scale infrastructure and supply chain 
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resilience efforts to SME guidance and trade compliance education, the Chamber operates as both 

compass and catalyst. 

At a time when the promise of nearshoring must be matched with execution, the USMCOC provides the 

institutional scaffolding that helps businesses not just navigate change but shape it. 

As both a practitioner and researcher in supply chain transformation, I’ve seen firsthand how trade 

volatility and cost opacity hold back even the most sophisticated companies. In this article, I’ll review 

how tariffs have become a permanent factor, how nearshoring is transforming cost models, and why 

companies must embrace new technologies to stay competitive. I will also share insights from my work at 

Applix, where I built simulation tools to support smarter, faster decisions. 

 

Tariffs: From Temporary Disruption to Permanent Variable 

Tariffs have re-emerged as a defining feature of global trade, not a passing anomaly. Between 2018 and 

2020, U.S. tariff rates more than doubled, largely due to Section 232 (steel/aluminum) and Section 301 

(China-origin goods) actions (Peterson Institute, 2023). Even under the USMCA, compliance with rules 

of origin, especially in the auto sector, has introduced new friction and uncertainty. 

Critically, these aren’t just tools of statecraft; they have material impacts on profit margins, capital 

planning, and network design. One U.S. auto supplier we recently worked with discovered that 18% of its 

North American-bound parts from Mexico and various countries in Southeast Asia carried unmitigated 

tariff exposure, resulting in a 4.3% reduction in gross margin. The driver? Incorrect assumptions about 

country of origin and duty deferral eligibility. 

Tariff volatility is not going away. Whether driven by geopolitical tension or shifting national industrial 

policies, tariffs must now be treated as a core element of supply chain strategy, not a footnote. 

 

The U.S.–Mexico Moment: Nearshoring with Purpose 

While much attention has focused on “decoupling” from China, a more nuanced story is unfolding: the 

reconfiguration of supply chains around trusted regional partners. Mexico, in particular, is benefiting from 

this shift. According to Kearney’s 2024 Reshoring Index, 70% of U.S. executives are actively evaluating 

nearshoring options, with Mexico cited as the top destination. 

The logic is sound: 

• Geographical proximity reduces transit time by up to 80% compared to Asia 
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• Shared time zones enable tighter collaboration and just-in-time production 

• USMCA offers preferential tariff treatment, if compliance is managed properly 

However, shifting to Mexico is not without its challenges: 

• Supplier qualification takes time and investment, especially in regulated sectors 

• Labor availability and retention vary by region and industry 

• Infrastructure stress (border congestion, port capacity) can erode benefits 

• Rules of origin enforcement under USMCA can create unforeseen duty liabilities 

Still, firms that take a structured approach, balancing cost, compliance, and resilience, are finding that 

Mexico is more than a fallback; it can be a strategic hub for North American competitiveness. 

 

Total Landed Cost Is No Longer Enough 

For decades, Total Landed Cost (TLC) was the main focus for global sourcing choices. TLC covers the 

basic costs of moving goods across borders, such as unit price, freight, import duties, insurance, and 

handling. It’s a helpful starting point, but in today’s unpredictable, high-pressure environment, TLC is 

incomplete. It misses the real-world challenges supply chains face: service disruptions, compliance costs, 

capital constraints, and tariff shocks. It shows what something costs in perfect conditions, not how it 

performs under stress. This is where the move toward Cost-to-Serve (CTS) is beginning to change how 

companies manage their operations. 

From Price to Performance: Why Cost-to-Serve Matters 

CTS expands the definition of cost beyond procurement, capturing the full burden of delivering a product 

at a reliable service level. This includes: 

• Tariff exposure by product family, HTS classification, and country of origin 

• Logistics risk, including port congestion, customs delays, and transit time variability 

• Inventory strategy and working capital needs due to long or unreliable supply lines 

• Regulatory compliance costs, such as documentation, audits, and trade remedy exposure 

• Customer-level profitability, accounting for demand volatility and SLA penalties 

In short, CTS helps teams see not only where margin is made or lost, but why. 
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The Tools Enabling Smarter Tariff and Supply Chain Planning 

A growing number of providers now offer digital solutions to help companies quantify and simulate the 

impacts of tariffs. Below are some key players and their offerings. A further list of reference articles is 

also appended: 

• Palantir: Provides AI-driven platforms that model supply chain adjustments, forecast tariff 

impacts, optimize pricing, and suggest sourcing alternatives. Features include real-time cost 

breakdowns, scenario planning, and automated updates to procurement and compliance records. 

• Flexport Tariff Simulator: A user-friendly tool focused on helping businesses navigate customs 

duties and landed costs. Flexport offers interactive dashboards, tariff code lookup, and 

import/export insights, which are especially useful for mid-sized importers seeking quick 

visibility into duty costs and trade lane optimization. 

• C.H. Robinson’s Navisphere® Suite: Combines logistics visibility with customs analytics and 

sourcing impact analysis. Tools like the U.S. Tariff Impact Analysis and Trade Remedy modules 

enable SKU-level duty projections, helping businesses assess sourcing shifts through a customs 

compliance lens. 

• Optilogic Lumina Tariff Optimizer: A simulation environment that integrates tariff 

optimization with end-to-end network reconfiguration, combining optimization and simulation to 

reoptimize supply chains in response to changing tariffs. It enables quick scenario analysis and 

the automatic calculation of duty rates and drawbacks. 

• Shopify & UPS Tariff Tools: Primarily designed for e-commerce, these calculators help 

merchants and consumers understand import duties at checkout. While limited in depth, they 

serve an important role in customer-facing transparency and light-duty planning. 

• Applix Resilience Architect™: A next-generation simulation engine that combines tariff 

modeling, Cost-to-Serve analytics, and disruption scenario planning. It is designed to assess the 

effects of complex events, such as supplier shutdowns, duty increases, or demand surges, across 

the entire cost, service, and risk profile of a supply chain. Its probabilistic scenario stress testing 

and dynamic cost-of-fulfillment engine offer a detailed view of structural resilience before 

decisions are finalized. 

 

Beyond the Dashboard: Why Applix Is Built for What’s Next 

Many of today’s trade and supply chain analytics tools offer powerful insights, especially in enhancing 

visibility, classification accuracy, and transactional optimization. These capabilities are essential, but 
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increasingly insufficient on their own. The next frontier lies in strategic foresight: empowering 

organizations not only to react faster but to anticipate, model, and prepare for disruptive change before it 

materializes. 

This is where simulation-based tools begin to surpass static dashboards. They don’t just report on what is; 

they explore what could be. By dynamically integrating tariff data, service risk, cost-to-serve analytics, 

and external disruptions, these platforms shift supply chain planning from observational to predictive. 

Simulation platforms enable decision-makers to: 

• Stress-test supply network designs under scenario-driven disruptions such as geopolitical shocks, 

regulatory shifts, demand volatility, or port congestion 

• Model tariff regime changes and visualize their cost and service impact across different sourcing 

geographies and routing strategies 

• Compare baseline vs. contingency plans in side-by-side simulations, using risk-adjusted cost-of-

fulfillment and P95 stress analysis. 

• Score suppliers, regions, and trade lanes not only on cost, but on resilience, responsiveness, and 

long-term strategic fit 

• Accelerate executive alignment, providing cross-functional teams with shared data and clarity 

around the trade-offs they face 

This shift from insight to foresight doesn’t just improve decisions—it reshapes the entire rhythm of 

supply chain strategy. With the complexity of today’s global trade dynamics, companies need more than 

dashboards. They need digital foresight engines that connect the granular with the international, the 

tactical with the transformational. Companies now face hundreds of sourcing permutations, regulatory 

dependencies, and SKU-level risk factors. Enter “scenario-based AI simulation.” 

The output isn’t just numbers; it’s strategic clarity. Procurement teams use it to negotiate more effectively, 

operations teams use it to plan more efficiently, and finance teams use it to allocate capital more precisely. 

By utilizing AI to parse complexity, we transition from a reactive to a proactive approach. The result: 

faster, more confident decisions that align cost with capability. 
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Looking Ahead: Intelligence, Resilience, and the Human Factor 

In the short to medium term AI will amplify human judgement. The next frontier of trade strategy will 

rely on hybrid decision systems where humans set the vision, and systems explore and simulate the trade-

offs. Expect to see: 

• Predictive tariff change modeling based on political indicators 

• Automated sourcing reconfiguration triggers tied to cost thresholds 

• Continuous CTS optimization integrated with ERP and TMS platforms 

• Cross-border compliance advisors embedded in digital workflows 

However, even with these advancements, the human factor remains crucial. Relationships like those 

fostered by the USMCOC will remain essential. Similarly, cultural fluency, negotiation skills, and 

strategic foresight will also be crucial. 

 

Conclusion: Don’t Wait for the Next Shock 

The disruptions of the past five years have taught us that delay is dangerous. Whether it’s tariffs, 

pandemics, or global logistics gridlock, the companies that weather uncertainty best are those that invest 

before they have to. 

To lead in this new era, supply chain teams must: 

• Develop tariff and duty visibility down to the SKU 

• Shift from landed cost to Cost-to-Serve models 

• Use technology to simulate before committing assets 

• Treat resilience not as insurance, but as a strategy 

This isn’t optional anymore. It’s the new baseline for competitiveness. 

 

3 Questions Every U.S.–Mexico Supply Chain Leader Should Ask Today 

1. Which of our SKUs face tariff exposure >5%, and how has that changed in the last year? 

2. What would our total cost look like if we were to move 20% of our sourcing to a location with a 

shorter response time, such as Mexico 

3. Can we simulate the impacts of reconfiguration before embarking on supplier changes? 
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