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The Problems This Approach Addresses
Procurement is measured on cost while being expected to deliver resilience, ESG and growth
— a built-in double bias.
Decisions taken to improve the financials silently increase operational risk, because the
downside is never priced.
Risk is treated as symmetrical when it is not — a small revenue gain can carry a
disproportionately large failure cost.
Cost cutting balances the books without growing the company, leaving it fighting the same war
two years later at higher risk.

Ownership of supply-chain decisions is unclear, so no one is accountable for where value is
actually being lost.

Summary

Procurement holds a golden key to company success, and itis not cost cutting. The instruction to cut the
budget improves the financials on paper while quietly raising operational risk — and because risk is
asymmetrical, a small revenue gain can carry a disproportionate failure cost. Replacing the financial
bridge with a managerial bridge exposes where value is truly lost and turns the supply chain from a cost
centre into a value-creation engine that underwrites resilience and ESG.

Procurement holds one of the golden keys to a company’s success — and it is not the one everybody
reaches for. It is not cost cutting. The real prize is an optimised logistics network, just-in-time supply and
delivery, and a sustainable operating environment in which production makes the right products, at the
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right time, to the right quality, efficiently and effectively. Cost discipline is part of that picture, butitis the
smallest part, and treating it as the whole is how procurement’s value is squandered.

Start with three questions that expose the real exposure. What happens if | cut the procurement budget
by 20 percent? If a major logistics route is interrupted? If a globally critical component goes missing?
Each is a route into the same underlying issue: how vulnerable am | to disruption, and have | priced that
vulnerability honestly?

On paper, the strategy improves the financials. The overlooked downside is that it
has increased the risk. Is that trade acceptable — and have you even valued it?

1. The asymmetry no one prices

The pressure is familiar: grow revenue, cut costs, outsource, reduce inventory, shift fixed costs to
variable. The implied conclusion is that some risk must be taken to hit those goals. So the decisions get
made, the financials look better on paper — and the risk level quietly rises. The usual response is to run
a few “what-if” scenarios, value the downside, and even the balance out to a horizontal status quo. But
risk is asymmetrical. For a small increase in revenue you may be taking an exceptionally large risk if it
fails. You can value that risk and balance it — but you are not growing. Two years on you are in the same
position, fighting the same cost war, now carrying higher operational risk.

The trap is treating the goal as equilibrium. Levelling risk against a marginal gain leaves the company
exactly where it started, only more exposed. The alternative is to identify and implement the opportunities
that a genuinely excellent procurement function creates — to use the supply chain to grow, not merely to
defend.

2. Three questions that change the conversation

The only way to improve procurement so that it helps the company grow is to ask three questions and act
on the answers.

1. Who owns the decisions we need to make? Without clear ownership, accountability for value
dissolves across functions.

2. Isthis decision helping me now — risk mitigation — or will it help me in the future — opportunity
management? The two are different activities with different time horizons.

3. Where, and why, am | actually losing money, and what will stabilise the business? This can be the
most fundamental question of all, because it strengthens the foundation on which growth is
planned.

The everyday failures are well known once you look for them. Maintenance is planned and production
stopped, only to find the parts are not in the warehouse because inventory was cut. Sales insist an order
must ship, but retooling, and the quality problems on start-up and shut-down, cost more than the order
earns. An operation is outsourced and the new owner immediately starts cutting costs of their own. With
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ESG now layered onto supply-chain complexity, managing all of this by instinct is no longer viable. It
requires a system.

3. From a financial bridge to a managerial bridge

A capable supply-chain system rests on three requirements. Each function must understand the
strengths and weaknesses of the others and work as a team, so that decision ownership can be defined
rather than disputed. The financial-bridge visualisation must be improved so that leakage and value
creation are transparent. And the results must be visible in the bottom line, not only in a procurement
report.

Using the management systems and data already in place, it is possible to build a managerial bridge
ratherthan a purely financial one. That shiftin visualisation supplies the insight and transparency needed
to:

See the value propositions currently being made, and ensure each delivers its full value;

Identify the erosion of profit by function, and ensure procurement addresses the issues that
genuinely belong to it;

Defend increased spend where cuts would damage the core strength of the company;

Attract financing, because ESG targets become transparent and achievable rather than
aspirational.

This is the double-impactinsight that the cost-only view misses. The cheap part bought to reduce working
capital can be the very cause of the unreliability that erodes performance — so the saving on the invoice
is dwarfed by the value lost in operations. Read on a managerial bridge, that relationship becomes visible,
and the argument for spending more in the right place is made with evidence.

4. How to Initiate This in Your Organisation

4. Define decision ownership across functions first — build the cross-functional understanding that
lets each team see where its decisions help or harm the others.

5. Separate risk-mitigation decisions from opportunity-management decisions, and judge each on
its own time horizon rather than forcing both into the next quarter.

6. Replace the financial bridge with a managerial bridge that exposes leakage and value creation by
function, using existing systems and data.

7. Price the asymmetry of risk explicitly, so that a small revenue gain carrying a large failure cost is
seen for what it is before the decision is taken.

8. Rolloutthe transformation in parallel with simple leakage-capture tools, so procurement is

demonstrably supporting ESG goals and operational resilience while improving performance.

Conclusions
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Managed well, procurement stops being the function that shaves cost and becomes the one that creates
value — securing supply, underwriting resilience, and turning ESG from a compliance burden into a
financing advantage. The golden key was never the budget line. It was the recognition that the cheapest
decision and the most valuable decision are rarely the same decision.

Key Takeaways

The golden key of procurement is value creation and resilience, not cost cutting.
Cutting the budget improves the financials on paper while silently raising operational risk.
Risk is asymmetrical: a small revenue gain can carry a disproportionately large failure cost.

Define decision ownership across functions and separate risk-mitigation decisions from
opportunity-management decisions.

Replace the financial bridge with a managerial bridge that exposes leakage and value creation by
function.
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About This Series: ATIPIC Insight — Seven Articles for Business Leaders

The Overarching Message

Your organisation makes risk decisions daily with tools designed thirty years ago. They score severity.
They do not measure direction. They record what is at risk — not whether you still have time to act.
This series shows business leaders how to move from static risk registers to a dynamic, causally-
grounded risk and opportunity intelligence system that integrates with the frameworks you already
have.

Why this matters to CEOs, CFOs and boards: Risk misread as stable when it is accelerating destroys
value silently. Opportunity visible in the data butinvisible in the frameworkis value permanently foregone.
ATIPIC provides the temporal and causal layer that converts existing risk data into forward-looking
strategic intelligence.

Article 1 | Funding the Right Action

Problem: Competing CapEx requests are judged by advocacy and seniority, not value, so the actions that create the most holistic value
are never the ones funded.

Key message: A transversal management system places every action on a level playing field and prioritises by value created and
vulnerability reduced.

Article 2 | Accelerators and Amplifiers
Problem: Severity and probability cannot explain why some minor events escalate catastrophically while others fade.

Key message: Two forces — internal accelerators and external amplifiers — are measured to reveal weak-signal escalation before it
moves.

Article 3 | Foresight: The Other Half
Problem: Risk management still looks backwards and is repeatedly blindsided by predictable surprises.
Key message: Foresight watches how the world is moving, not just where the company stands, answering ‘where do we need to be?’.

Article 4 | Opportunities & the Comfort Zone
Problem: Opportunities go unmanaged and an oversized comfort zone leaves whole sectors stagnant and exposed.
Key message: Keeping the comfort zone deliberately small turns identified opportunity into captured value.

Article 5 | Push to Pull
Problem: Risk management is reported after the fact and cannot show its value, so it stays a push rather than a pull.

Key message: Embedding risk into everyday decisions through transparency, value measurement and foresight makes it visible and
sustainable.

Article 6 | What We Need to Survive
Problem: Resilience is confused with robustness and resistance, and the buffer erodes invisibly until one event too many.
Key message: Resilience is engineered in the system, the balance sheet and — decisively — the behaviour of people under crisis.

Article 7 €4 YOU ARE HERE | Procurement: A Golden Key
Problem: Procurement is measured on cost while expected to deliver resilience, ESG and growth.
Key message: A managerial bridge turns the supply chain from a cost centre into a value-creation engine.
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