Managing Cost
Without Compromise:
Sustaining Margins

While Staying True
To Values

Prices are climbing across the globe. Persistent inflation has increased expenses for everything
from raw materials to services, while shifting global trade policies have forced businesses to
adapt to fluctuating costs at unprecedented speeds. Meanwhile, the complexity of today’s supply
chains has exposed weak links in IT systems, making them an increasingly attractive target for
cyberattacks, which are causing significant financial damage.

Against this swirling maelstrom of cost pressures, procurement has a vital role to performin
helping businesses navigate rising costs and supply uncertainty without compromising long-term
business and social goals.

The Cost-Cutting Conundrum:

Financial Pressures and Consumer Impact

As expenses continue to climb, 73% of UK businesses have said lowering costs has become
more of a priority in the last 12 months when it comes to supply chain management. As a result

of this pressure, UK businesses are focusing on lowering costs where possible to maintain their
bottom lines and cope with unprecedented shocks in an era of uncertainty.
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of UK construction and real-estate businesses say lowering costs is a significant
priority when it comes to supply chain management
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Rising costs are also leaving businesses little choice but to raise prices for customers, as 71% say they
have been forced to pass increased costs onto their customers.
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After years of uncertainty, businesses will naturally look to slash costs, but they must do
So sustainably. Procurement has a central role to play by treating suppliers as peers.

lan Thompson, VP of Northern Europe, Ivalua.

Short-term Savings, Long-Term Risk: Finding the Balance

While short-term cost savings may deliver immediate relief, they often expose businesses to long-

term risks such as supply chain fragility, damaged supplier relationships, and lowered ESG standards.

This exposure is perhaps why 682 of UK businesses say a blinkered focus on cost reduction will harm
the business in the long run.

In an effort to cut costs over the past year, UK businesses have chosen to cut back or delay:
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For procurement to be effective and avoid reputational damage or regulatory risks, it must balance

cost management with resilience and long-term business goals. This means achieving savings
without compromising quality, sustainability, or continuity.



Priorities Beyond Cost-Cutting

While cost reduction remains a priority, businesses have needed to balance this with other
pressing objectives, including:
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It's no surprise to see regulatory compliance so high on the list of priorities. For UK businesses,
regulatory compliance has become increasingly complex and stringent. Businesses now face much
tighter scrutiny around data privacy, supply chain resilience, sustainability reporting, and industry-
specific standards.

Corporate Sustainability and Due Diligence Directive ¥
(CSDDD) - Coming into effect in 2027, the Directive requires ‘ 1}
organisations to conduct mandatory risk-based due diligence to
identify and mitigate adverse human rights and environmental
impacts within supply chains.

UK’s Sustainability Disclosure Requirements - Requiring
financial service organisations to ensure sustainability-related
claims are clear, fair, and not misleading through an anti-
greenwashing rule.

UK’s Procurement Act 2023 - Effective early 2025, the new
procurement regime introduces a simpler, fairer, and more
transparent procurement framework for public bodies focusing
on value, sustainability, high standards of supplier conduct,
payment and performance.




Cost Pressure and the Impact on Supplier Relationships

Suppliers are also feeling the strain from rising cost pressures. While 619 of businesses say that
cost-cutting has led to closer supplier collaboration to reduce overall costs, supplier relationships
have suffered:

36% of UK businesses say some
suppliers have gone out of business

24% of UK businesses say they are
no longer ‘customer of choice’, losing
priority access to in-demand goods

20% of UK businesses say it has
damaged their supplier relationships

19% of UK businesses say suppliers
have cut ties with them
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Cost pressures don't just impact UK businesses; they also ripple across the entire supply chain
ecosystem, including suppliers and sub-suppliers. As a result, many suppliers are struggling to
stay afloat: 55% of UK businesses agree that it's only a matter of time until some of their key
suppliers go under due to cost pressures.

Managing Cost-Cutting Sustainably

Due to the growing focus on cost-cutting, UK businesses have put in place the following to better
manage long-term supplier savings:
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Working with suppliers  Using bulk discounts Investing in Investing in Using early payment

directly to lower the to reduce the overall technology to technology to improve plans to reduce
cost of production for cost of purchases improve their ability  supplier collaboration the overall cost of

both parties to identify savings purchases



However, too often procurement teams are constrained
by manual processes that make it difficult to identify
these opportunities, resulting in inefficiencies and a
limited ability to sustainably cut costs. The culpritis

a lack of visibility into spend and suppliers: 40% of

UK businesses agree that they don’t have the
visibility needed to make informed decisions on

spend in line with their business priorities. I ' I
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Procurement’s Role in Sustainable Cost-Cutting

Businesses are under pressure on multiple fronts. And the pressure on procurement is beginning
to show, with 679 saying procurement now has to adapt to changing priorities on a weekly basis,
while 60% say they're always scrambling to meet constantly changing business objectives.

In today’s climate of uncertainty, organisations must drive savings in ways that protect supply
chain strength and long-term value. Procurement plays a central role here - moving beyond short-
term cost cutting to strategies that deliver savings while sustaining supplier relationships.

Granular visibility into all spend and suppliers will enable procurement teams to identify
opportunities to cut costs sustainably without introducing risk or weakening supply chains.

For example:

Bulk purchasing: This consolidates orders across departments and regions to secure better
pricing from suppliers, ultimately reducing costs per unit and reducing transport costs through
fewer shipments

Early payment discounts: Where suppliers offer reduced rates in exchange for faster payments,
lowering the overall expenditure while strengthening supplier relationships

Smarter demand planning: Where data-driven forecasting can help to align purchasing with
actual needs, reducing excess inventory, waste, and storage costs

Supplier collaboration and innovation: Working closely with key suppliers to co-develop lower-
impact materials, packaging, or processes, which can cut both costs and emissions over time

A unified, Al-driven platform provides procurement leaders with a complete picture of cost, risk,
and supplier performance. This visibility allows procurement to negotiate from a position of
strength, align processes with business objectives, and help the organisation remain a ‘customer
of choice’ for key suppliers. Notably, 38% of UK businesses have already invested in technology



to better identify and sustain supplier savings - highlighting the growing role of digital tools in
sustainable cost reduction.

By combining data intelligence with agentic Al, businesses can make well-informed decisions that
balance cost savings with resilience. For example, an Al agent can autonomously monitor pricing
trends for key materials, components and logistical costs, and pinpoint the most advantageous
times to secure contracts or replenish inventory.

Rather than pursuing aggressive cuts that risk requlatory breaches, reputational harm, or supplier
disengagement, procurement can focus on strategic supplier management - achieving savings
while strengthening the partnerships that underpin sustainable growth.

Methodology
This survey was conducted by Sapio Research on behalf of lvalua in Q2 2025. It is based on a
survey of 300 supply chain and procurement decision-makers in the UK.

About Ivalua

Ivalua is a leading provider of cloud-based, Spend Management software powered by Al agents. Our unified
Source-to-Pay platform enables businesses to better manage all categories of spend and all suppliers,
increasing profitability, improving sustainability, lowering risk and boosting employee productivity. We are
trusted by hundreds of the world’'s most admired brands and recognized as a leader by Gartner and other
analysts. Learn more at www.ivalua.com.
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