Manufacturing
Challenges in 2025

A CFO’s Financial
Strategy Guide

Ten Levers to Safeguard Margins, Reduce
Risk, and Drive Procurement ROI

Procurement has ceased to be a back-office function in today’s manufacturing industry.
It's a financial powerhouse that drives increased revenue and value. From trade
turbulence to ESG accountability and Al disruption, procurement decisions now have a
direct and material impact on P&L. CFOs must guide procurement with the same rigor
they apply to capital allocation, financial risk management, and margin protection.

This guide repositions procurement challenges as financial imperatives and outlines ten
levers that CFOs can use to extract value, improve resilience, and add to the bottom line.

1. Audit Supply Chain Risk for Financial Resilience

Volatility is structural, as well as cyclical. A robust risk audit, covering
tariffs, supplier dependencies, and geopolitical exposures, enables finance
leaders to model impact scenarios and pre-empt shocks. Tariffs and

other protectionist measures may require you to rethink your supply chain
strategies with localization, reshoring, nearshoring, friendshoring etc.
Supplier intelligence comes to the fore as do supplier risk management
and mitigation. Carry out a thorough audit. Addressing many of the other
checkpoints on this list will be key to navigating your way through an
uncertain world!
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Financial impact: Stabilizes cash flow, reduces unexpected cost hits,
and improves earnings predictability.
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2. Diversify Sourcing to Strengthen Cost Leverage

Single-source dependencies inflate risk premiums. Strategic supplier
diversification gives CFOs pricing power, cost hedging opportunities, and
resilience against localized shocks. In the current uncertainty there is a shift
in emphasis towards awarding contracts not only according to price, but also
according to the supplier’s responsiveness, reliability and resilience, among
other factors. This puts you in a better position to survive supply chain risks
and actual disruptions.

Financial impact: Reduces risk-adjusted cost of goods sold (COGS)
and supports procurement-led margin improvements.

3. Accelerate Digital Investment for Scalable Efficiency

Automation and artificial intelligence are not optional extras. They’re current
value drivers. CFOs who fund fully digitalized procurement unlock rapid ROI
through lower transaction costs and tighter spend control. Work with an IT
consultant to check how far you are with digitalization in your source-to-pay
processes and identify the best place to start with the next digitalization
project. It is better to invest in this now rather than slipping behind
competitors in the near future.

Financial impact: Reduces overheads, increases sourcing throughput,
and yields long-term operational expenditure savings.

4. Consolidate Procurement Data to Unlock Spend Insight

Fragmented or siloed data systems obscure spend visibility and inflate
administrative costs. A unified source of data gives you a “single source of
the truth” and will help you to improve financial forecasting, cost tracking,
and budget adherence.

Financial impact: Enables smarter capital allocation and closes leaks
from unmanaged or non-compliant spend.
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5. Strengthen Supplier Collaboration to Minimize
Disruption Costs

Stronger supplier engagement reduces the financial drag of delays, quality
failures, and force majeure events. Collaborative platforms improve upstream
transparency and delivery performance. In times of pressure and crisis,
strong supplier relationships give companies greater agility.

Financial impact: Mitigates disruption losses and protects against
revenue shortfalls from delayed production.

6. Build a Fully Integrated Source-to-Pay Process

Disconnected processes lead to compliance failures and rework.
End-to-end integration enables real-time spend governance, agile
supplier switches, and faster procurement cycles. The automation of
recurring processes and integration with other manufacturing processes
will take cooperation with suppliers to a new level. It is impossible to
manage multiple suppliers, and switch between them with agility, without
digital processes and powerful workflows.

Financial impact: Drives down TCO, improves compliance rates, and
supports just-in-time procurement strategies.

7. Upskill Procurement to Deliver Financial Value

A digitally fluent procurement team performs far more than administrative
functions. It identifies new ways to optimize value. Investing in people who
combine commercial acumen with Al literacy elevates procurement to a
strategic, margin-influencing function. The competition for top talent is
getting even hotter and procurement professionals, as well as leaders in
company finance, what to work in a modern, high-tech environment.

Financial impact: Raises value per employee, reduces manual error
costs, and elevates sourcing performance.



8. Treat ESG and Cybersecurity as Balance Sheet Risks

Regulatory exposure, cyberattacks, and ESG breaches can result in direct
financial loss. CFOs must model these as enterprise risks with quantifiable
downside, not just compliance checkboxes. ESG remains a must for every
manufacturing organization, not least because the costs of non-compliance
are high. Financial penalties vary by country but in the European Union, for
example, companies may face fines of up to €10 million, 5% of their total
annual turnover or twice the total profits made/losses avoided due to a
breach of the CSRD regulations governing Scope 3 emissions. In addition,
companies risk the loss of subsidies and damage to their reputation.

Companies must also act to ensure that cybersecurity and data protection
best practices are embedded in their procurement processes as part of their
overall corporate governance strategy. They must safeguard the integrity,
authenticity, and confidentiality of every transaction. The past two years
have seen an alarming rise in the number of cyberattacks, so it is vital to
carry out a risk assessment and build resilience.

Financial impact: Avoids regulatory fines, protects access to
incentives, and maintains investor confidence.

9. Increase Tier-N Transparency to Minimize Liabilities

Opaque lower-tier supply chains hide risk and liability. Finance leaders

need tools to illuminate cost, risk, and ESG non-compliance beyond Tier 1.
Recent legislation and consumer pressure require manufacturers to have
comprehensive information about their entire supply chain. Yet it is incredibly
difficult to demonstrate what’s going on in the extended supply chain

without access to the relevant bills of materials and other documentation.
The reputational damage caused by a lack of such transparency could be
enormous. Supplier risk management must be prepared, both organizationally
and technically. Here too, you need centrally managed data from both
internal and third-party data feeds.

Financial impact: Reduces litigation and reputational costs, improves
risk-adjusted supplier valuation.



10. Use Al and Advanced Analytics to Surface Savings
% and Untapped Value

Artificial intelligence software can reveal price anomalies, generate
negotiation strategies, and identify sourcing opportunities otherwise
buried in complexity. CFOs can apply data-led oversight to drive
proactive procurement decisions, analyzing the cost base from the
bottom up to identify savings and efficiencies in the light of a fast-
changing trading environment.

Financial impact: Realizes latent cost savings, sharpens budget
accuracy, and improves sourcing ROI.

Conclusion

Procurement is now a core driver of financial performance. CFOs who take ownership
of procurement strategy, backed by digital tools, risk intelligence, and supplier insights,
position their companies to outperform. The ROl is not theoretical. It's measurable:
stronger margins, lower risk exposure, and greater enterprise agility.

JAGGAER equips finance leaders with real-time spend visibility, global supplier

intelligence, and Al-powered decision support—turning procurement into a strategic
asset for proactive CFOs.

Contact Us
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