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ABSTRACT

This paper quantifies the financial cost of procurement inertia — the pattern of automatic contract renewal,
reactive sourcing, and absence of competitive benchmarking that characterises procurement practice in the
majority of UK SMEs. Combining survey data from UK SME decision-makers with transaction benchmark data
from the Bundle IQ platform and secondary sources on energy, insurance, and technology pricing, we
estimate the average annual procurement overspend for a representative 50-person UK SME at
£38,000-£52,000 — approximately 15-19% of annual indirect spend. We further estimate the five-year
compound cost at £190,000-£260,000 per organisation. We examine the mechanisms of inertia — timing,
information asymmetry, and process cost — and identify the interventions most effective in breaking it.
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1. Defining Procurement Inertia

Procurement inertia describes a pattern of behaviour, not a single decision. It is the cumulative
result of individual choices — to renew rather than retender, to accept rather than benchmark,
to delay rather than review — each of which is individually rational given time and information
constraints, but collectively costly. Unlike a single bad procurement decision, inertia operates
silently: the loss it generates does not appear as a line item, a variance, or an incident. It
appears, if it appears at all, in the gap between what was paid and what could have been paid.

The academic literature on behavioural procurement identifies three primary mechanisms of inertia
in SME contexts: status quo bias (the preference for the existing arrangement in the absence of
compelling evidence to change), process cost avoidance (the rational decision to avoid the time cost
of running a competitive process), and information asymmetry (the inability to assess whether the
current price is competitive without market intelligence). Each of these mechanisms is addressable
through different interventions.

"Every contract that auto-renews without a competitive benchmark is a
decision — it just wasn't made consciously. The cost of that non-decision is
real."

2. Modelling the Cost: A Representative SME

2.1 Model parameters
To provide an accessible illustration of the aggregate cost of procurement inertia, we construct
a representative 50-person UK professional services business with the following indicative
annual indirect spend profile, based on ONS and BEIS spend data for businesses in this size
range:

« |IT Support & Managed Services: £58,000/year (£1,160/employee)

e Energy & Utilities: £24,000/year

» Legal Services (retainer and project): £18,000/year

* Marketing & Creative (agency and freelance): £40,000/year

* HR & Recruitment: £30,000/year

¢ Insurance (all classes): £14,000/year

» Facilities Management: £16,000/year

e Other indirect spend: £50,000/year

e Total annual indirect spend: £250,000
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2.2 Applying benchmark overspend rates

Applying Bundle 1Q's category-level overspend benchmarks to this spend profile produces the
following estimated annual overspend for a business that has not competitively tendered any of
these categories in the past three years:

£47,500 £237,500 £3,958 1 hire

Estimated annual Five-year compound Monthly cost of Junior headcount
overspend (19% of cost procurement inertia equivalent per year
£250k)

The five-year figure of £237,500 assumes no improvement — a worst case. In practice, even partial
action (competing one or two major categories) would reduce this significantly. The model is
intended to illustrate the order of magnitude of the problem, not to provide a precise estimate for any
individual organisation.

2.3 The timing premium

A consistent finding in our platform data — consistent also with the academic literature on
strategic procurement timing — is that the price achievable through competitive sourcing is
strongly affected by the point in the contract lifecycle at which the process begins. Buyers who
initiate competitive processes six months before contract expiry achieve savings averaging
22% against incumbent pricing. Buyers who begin within 30 days of expiry achieve savings of
8-12%.

The difference — 10-14 percentage points — represents the "timing premium" that incumbents
capture from buyers who are not ready to commit to an alternative supplier. For an IT contract of
£58,000, the timing premium is worth approximately £5,800-£8,120 per renewal cycle. Across all
categories in the model, the aggregate timing premium for reactive versus planned procurement is
approximately £18,000-£25,000 per year.

3. The Mechanisms of Inertia

3.1 Status quo bias in supplier relationships

Procurement decisions in SME contexts are often characterised by a degree of relationship
capital — the accumulated trust and familiarity that develops between a buyer and a
long-standing supplier. This relationship capital is genuinely valuable: it reduces transaction
costs, enables informal flexibility, and provides a basis for dispute resolution. However, it also
creates a systematic bias against competitive challenge. Buyers who have worked with a
supplier for three years are significantly less likely to run a competitive process at renewal,
even when they suspect the pricing may be above market.
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3.2 Process cost as a barrier

The time cost of running a competitive procurement process — identifying suitable suppliers,
writing a brief, managing responses, comparing proposals, negotiating terms, and transitioning
to a new supplier — is a real and significant barrier in SME contexts. An unstructured
competitive process for a category of £50,000 annual spend requires approximately 8-14 hours
of management time. At an opportunity cost of £45-75 per hour for a senior manager, this
represents £360-£1,050 in process cost before any saving is counted.

For categories where the expected saving is modest, this process cost can rationally deter
competitive sourcing. The implication is that reducing process cost — through structured intake,
automated tender generation, and Al-assisted response evaluation — directly increases the range
of categories for which competitive procurement is economically rational.

3.3 Information asymmetry

The most fundamental mechanism of procurement inertia is the absence of market intelligence.
A buyer who does not know whether their current IT support rate of £52/user/month is
competitive cannot make a rational decision about whether to challenge it. The CIPS
Procurement Survey consistently finds that fewer than 30% of UK SMEs regularly benchmark
their procurement costs against market rates.

"You cannot manage a cost you cannot measure against a benchmark. The
most impaortant intervention in SME procurement is not the competitive
process itself — it is the benchmark that makes the case for running it."

4. Breaking Inertia: Evidence-Based Interventions

4.1 Proactive contract calendar management

The single most effective structural intervention against procurement inertia is a managed
contract renewal calendar — a system that identifies contracts approaching renewal and
initiates the competitive review process at a defined lead time. Bundle 1Q's IQ Analytics module
provides this functionality automatically, flagging contracts six months before expiry with a
current benchmark comparison.

4.2 Spend benchmarking

Making market intelligence available to buyers who lack the time or expertise to gather it
independently addresses the information asymmetry mechanism directly. The 1Q Benchmark
Index — updated quarterly from Bundle 1Q's transaction and market data — provides buyers
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with indicative market rates for eight major indirect categories, enabling a rapid initial
assessment of whether competitive action is likely to deliver a material saving.

4.3 Process cost reduction

Structured, Al-assisted procurement processes reduce the time cost of competitive sourcing
from 8-14 hours to approximately 1-2 hours of buyer time. This shifts the economic calculus for
a much wider range of contracts: categories that were not worth competing at 10 hours of
management time become viable at 90 minutes. The implication is that process cost reduction
— not just commercial intelligence — is a material driver of improved SME procurement
outcomes.

5. Conclusions

Procurement inertia is not irrational. It is the predictable consequence of operating without the
information, process, or expertise needed to identify and act on competitive opportunities. The
interventions that break inertia — contract calendar management, spend benchmarking, and
process cost reduction — are available, accessible, and, on the evidence presented here,
highly cost-effective.

For the representative 50-person business modelled in Section 2, a systematic approach to
procurement inertia — reviewing all major contracts on a rolling 12-month cycle against market
benchmarks — would be expected to generate annual savings in the range of £30,000-£45,000.
Over five years, and accounting for realistic partial realisation, the expected cumulative saving is
£120,000-£180,000.

These returns are achievable without a procurement team, without an ERP system, and without a
management consulting engagement. They require only the information and process infrastructure
to make the right decisions at the right time.
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