International Journal of Emerging Trends in Computer Science and Information Technology
ISSN: 3050-9246 | https://doi.org/10.63282/3050-9246/ICRTCSIT-136
Eureka Vision Publication | ICRTCSIT'25-Conference Proceeding

Original Article

Harnessing Al for Creative Sourcing Solutions: Mitigating
Tariff Impact for Our Customers

Riteshthakur
Deloitte, Manager, USA.

Abstract - This article will explore how to leverage artificial intelligence to mitigate the impact of tariffs by identifying
alternative sourcing options for customer orders. We will provide an in-depth examination of the tactical sourcing strategies
that Al is transforming. First, we will discuss the capabilities of Al in analyzing various sourcing plants to minimize tariff
impacts on products. By utilizing machine learning algorithms, businesses can efficiently evaluate and select suppliers based on
proximity, cost-effectiveness, and tariff rates, leading to substantial savings.Once Al has pinpointed the most advantageous
sourcing alternatives, we will delve into how this sourcing data can be seamlessly integrated with advanced Available-to-
Promise (ATP) solutions, such as SAP Advanced ATP. This integration will ensure that when customers place orders, they
receive accurate commitment dates, thereby enhancing customer satisfaction. Additionally, organizations can achieve reduced
tariff exposure, optimizing their supply chain operations.Throughout the article, we will demonstrate the effectiveness of Al-
driven sourcing in overcoming tariff challenges, ultimately positioning businesses for greater resilience and competitiveness in a
dynamic global market.

Keywords - Supply Chain, Tariffs, SAP Advanced Available To Promise, Al, SAP Systems, Machine Learning, Alternate-Based
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1. Introduction

Tariffs are regulatory measures designed to restrict the amount of imports entering a country. They effectively add extra
costs to goods and services bought from other countries, raising their prices for local buyers. This increase in price makes
imported products less attractive compared to similar items produced domestically.

It is crucial to understand the wider effects of tariffs on global trade. When a nation enacts a tariff, it not only affects its own
economy but also creates consequences for the exporting country. Consumers in the country imposing the tariff may opt to
lessen their consumption of imports due to the heightened costs linked to the tariffs. This shift in buying patterns can greatly
influence the demand for goods from the exporting nation.

Nonetheless, suppose local consumers decide to continue buying the pricier imported items despite the tariff. In that case, it
indicates a strong inclination towards those products, often due to their distinctive features or brand appeal. In these situations,
the tariff increases the overall cost that consumers in the exporting country must incur, as they might need to modify their
pricing strategies to stay competitive. This scenario highlights the intricate interdependence among nations concerning trade and
consumer behavior.

2. Al Algorithms for Alternate Source Identification in Supply Chains

Every organization faces critical strategic and tactical decisions when it comes to determining the sourcing of their
products in response to customer orders. When a customer places an order for a product that is not hindered by regulatory
restrictions, the organization can efficiently fulfill that order from alternative locations. However, fulfilling orders from these
other locations is not merely beneficial for timely order fulfillment; it additionally serves as a strategic approach to mitigate the
impact of tariffs that may affect pricing and profitability.

To optimize this sourcing decision process, organizations employ advanced artificial intelligence algorithms that consider
a range of variables. These variables may include factors such as product availability, shipping costs, delivery times,
geographical proximity to the customer, and historical data on supply chain reliability. By analyzing these parameters, the Al
algorithms can pinpoint the most effective sourcing option when a customer places an order.

The sophistication of these algorithms allows them to process large datasets rapidly, enabling companies to automate the
sourcing decision-making process. This automation significantly enhances efficiency, allowing businesses to respond swiftly
and accurately to customer demands.
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Once the Al has identified the optimal sourcing strategy, it is essential to integrate this information with Advanced
Available-to-Promise (ATP) tools within the enterprise architecture. This integration ensures that the order fulfillment solution
is not only effective in mitigating tariffs but also enhances overall customer reliability and operational efficiency. By utilizing
these advanced technologies, organizations can provide timely and dependable service, ultimately elevating customer
satisfaction and loyalty.

Below are the dynamic capabilities that Al leverages to explore alternative sources for fulfilling customer demands:

e Forecasting Tariff Shifts and Market Trends: Utilizing advanced algorithms, Al delves into extensive datasets to
identify and predict fluctuations in tariffs and overarching market trends. By analyzing historical patterns alongside
current economic indicators, it equips businesses with actionable insights that allow for proactive adjustments to their
supply chain strategies. Moreover, Al can simulate a multitude of tariff scenarios, presenting companies with a
comprehensive view of potential outcomes and enabling them to swiftly pivot in response to market changes.

e Enhancing Sourcing and Supplier Networks: Al plays a pivotal role in scrutinizing the global tariff landscape, helping
companies identify alternative suppliers or geographic regions that could mitigate tariff impacts. By employing real-
time analytics, it assesses the cost implications of sourcing from various suppliers, pinpointing those in countries that
impose lower tariffs. Furthermore, Al evaluates the stability of these suppliers against tariff volatility, enabling
businesses to build a more resilient and diversified supply chain that can withstand unexpected disruptions.

e Maximizing Cost Efficiency and Crafting Pricing Strategies: With deep learning models, Al captures the intricate
dynamics of how tariff changes cascade through supply chains, influencing raw material costs and overall pricing
structures. This insight allows businesses to not only identify cost-saving opportunities but also to devise strategic
pricing models that account for anticipated tariff-related increases. By automating price adjustments in response to
cost fluctuations, companies can maintain their competitive edge while safeguarding their profit margins.

e Elevating Supply Chain Transparency and Real-Time Monitoring: Al enhances the visibility of supply chain
operations, equipping businesses with real-time tracking capabilities for shipments and customs clearance processes
affected by tariffs. This technology monitors logistical pathways, using predictive analytics to identify potential
bottlenecks or delays before they escalate into significant issues. By proactively managing these challenges,
companies can ensure that they meet customer demand on time, improving overall service reliability.

e Streamlining Compliance and Customs Processes: Al significantly simplifies the complexities of compliance by
automating the classification of products according to tariff codes. It meticulously prepares customs documentation,
ensuring accuracy and minimizing the risk of errors that could lead to costly delays. This level of automation not only
reduces the administrative workload for compliance teams but also accelerates the customs clearance process,
allowing companies to respond more swiftly to changing market conditions and regulatory requirements.

3. Al Integration with Advanced ATP Tools

The concept of real-time available-to-promise (ATP) is a fundamental capability embedded within enterprise frameworks
that become critical when processing customer orders for products. Specifically, we will focus on the Advanced Available-to-
Promise feature found within the SAP S/4HANA suite. This feature enables a real-time ATP check at the moment a customer
places an order. Additionally, if there is a need to revise the customer commitments later on, these ATP checks can be
conducted to update promises based on the latest demand and supply dynamics.

An important aspect of this system is the alternate-based confirmation capability, which operates within the realm of
advanced ATP. Before securing a commitment for a customer order, the system first identifies alternative sources or plants for
the requested product. Following this identification, a material availability check is performed, ensuring that the correct
resources can be allocated efficiently. Leveraging insights from predictive Al models, the system can recognize optimal
sourcing options tailored to specific customers and their locations.

All predictive sourcing information generated by the Al is seamlessly integrated into the alternate-based master data
model. This integration is pivotal in the advanced ATP algorithm, functioning effectively whenever a customer places an
order.

Whether a customer initiates a new order or revises an existing order, the system allows for a recalibration of ATP checks
based on enhanced sourcing predictions from Al. These updated commitments take into account not only the physical
availability of materials but also the most strategic sourcing options. This approach not only optimizes the delivery timelines
but also helps mitigate potential tariffs, thereby enhancing overall cost-effectiveness for both the enterprise and the customer.

The illustration in Figure 1.1 serves as a valuable tool for visualizing the comprehensive flow of calculations and data
processes involved. This representation not only aids in delivering precise commitments to customers but also plays a crucial
role in minimizing the effects of tariffs. By detailing each step of the data journey, the figure clarifies how various inputs and
calculations converge to ensure that customer transactions are handled efficiently and with a high degree of accuracy. This
ultimately leads to enhanced customer satisfaction and mitigated financial repercussions related to tariff fluctuations.
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4. Benefits

The Importance of Alternate Source Identification under Tariff Implications:

e Mitigating Cost Increases: Tariffs impose significant additional costs on imported goods, which can severely impact a
company's profit margins. For instance, a company reliant on imports may face a 25% tariff on specific products,
effectively cutting into their profits. By proactively seeking alternative sources from countries with minimal or no
tariffs on these goods, businesses can regain their competitive edge. This strategic approach not only helps in
preserving profit margins but also allows for better pricing strategies in the market.

e Navigating Supply Chain Disruptions: The introduction of tariffs often leads to unexpected disruptions in established
supplier relationships, requiring companies to pivot to new suppliers. This transition can be both time-consuming and
costly, as businesses may need to reestablish trust and negotiate new contracts. Identifying and vetting alternative
suppliers ahead of time—particularly those in countries with favorable trade agreements—can mitigate these
disruptions. By having a contingency plan in place, companies maintain operational continuity and reduce the risks
associated with sudden policy changes.

e Addressing Uncertainty and Risk: The unpredictable nature of trade policies and tariff regulations generates
substantial uncertainty within supply chains. By diversifying supplier locations, companies can create a more resilient
supply network that is less susceptible to political and economic fluctuations. For instance, if tariffs are imposed on
Chinese imports, a company with suppliers in Southeast Asia or Mexico can adapt more swiftly by shifting its
sourcing strategy. This geographic diversity not only enhances flexibility but also fortifies the supply chain against
potential disruptions caused by sudden policy shifts.

e Building Long-term Resilience: Effective tariff management goes beyond mere compliance; it encompasses strategic
investments in supplier diversification and enhanced transparency within the supply chain. Companies that engage in
rigorous scenario planning and risk assessment are better equipped to respond quickly to changes in trade policy. This
proactive approach involves regularly assessing supplier performance, costs, and geopolitical risks, ensuring that
businesses are always prepared to pivot as necessary. By fostering a resilient supply chain, companies can thrive even
in an uncertain trade environment, ultimately safeguarding their long-term success.

5. Conclusion

Identifying and securing alternative sources of supply has become an essential response to the challenges posed by tariffs.
This strategic approach not only helps businesses manage their costs more effectively but also enhances the resilience of their
supply chains, enabling them to better navigate the complexities and uncertainties of the global trade landscape.

While the process of finding new suppliers can be time-consuming and resource-intensive, leveraging advanced tools such
as supply chain risk management software can streamline this effort, making it more efficient and responsive to market
changes.

Companies might also explore strategies like reshoring, which involves bringing production or sourcing operations back to
their home country. This can mitigate some tariff impacts while potentially fostering local economic growth. Alternatively,
nearshoring sourcing from neighboring countries that have favorable trade relations—can also serve as a viable strategy. This
approach not only reduces tariff exposure but can also shorten delivery times and lower logistics costs, thereby enhancing
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overall supply chain effectiveness. By adopting these strategies, businesses can create a more robust and adaptable supply
chain capable of withstanding external pressures.
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