Retailers urged to pivot supply chains amid escalating tariff unpredictability
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As the global retail landscape grapples with the fallout from evolving tariffs and geopolitical tensions, retail leaders are increasingly advocating for strategic adaptability. Ian Bailey, Chairman of Anko Global, shared insights at the World Retail Congress in London, emphasising that current disruptions, reminiscent of challenges faced during the pandemic, can present opportunities for retailers prepared to pivot their sourcing strategies. He suggested that companies must shift their mindsets from defence to offence, seizing the moment to diversify supply chains.
Bailey noted that the pandemic had already tested the resilience of retailers, serving as a formative experience for navigating subsequent disruptions. “I think we were in a world [before Covid-19] where we focused on one supply chain to service all geographies,” he explained. The emphasis now lies in building a more robust and flexible supply chain model, which will require time and investment to establish new sources and logistics capabilities. This complexity is underscored by recent political manoeuvres, particularly those involving critical minerals such as rare earth elements. The U.S. faces potential supply shortages due to China's new licensing regulations, raising alarms about the readiness of American industries to cope with such strategic dependencies.
The challenges of sourcing from China have been compounded by the unpredictable nature of U.S. tariffs. Retailers have had to navigate fluctuating costs, complicating pricing and supply decisions. Even with reductions in tariffs—such as the decrease from 145% to 30% imposed on certain footwear—the burden of additional costs has forced many retailers into a difficult position where raising prices can alienate customers while absorbing costs threatens profitability. The Footwear Distributors and Retailers of America has voiced concerns about the impact on children’s footwear, where price increases are not just likely but inevitable, affecting both buyers and sellers.
Bailey advocated a dual focus for retailers, addressing both immediate and long-term strategies for navigating current market complexities. He highlighted the value of identifying alternate markets that mirror the consumer demographics of the U.S., such as Australia, and emphasised the tactical exploration of pricing strategies to maintain competitiveness. Retail optimisation requires nuanced strategies: some companies are converting warehouses into bonded facilities to delay tariff payments, allowing them to manage cash flow amidst unpredictable trade regulations. 
At the same time, major Chinese e-commerce players like Shein and Alibaba have responded by increasing domestic warehouse capacity in the U.S., allowing them to stockpile goods and mitigate the risk of future tariffs. This trend not only reflects the pressing need for readiness against tariff fluctuations but also hints at a broader shift in supply chain strategies that might reshape the competitive landscape in retail.
Overall, Bailey’s insights underscore a singular lesson: retailers must prepare for unpredictability. “What this has taught us... is that the world is probably going to have unpredictability about it – so therefore, let’s build our models for that, as opposed to, let’s build it the best case,” he concluded. As the retail sector moves forward, the ability to adapt and respond to ongoing economic shifts may well determine the winners and losers in this tumultuous environment.
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