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$15T
in B2B purchases handled by
AI agents within three years

1/3
of negotiated savings lost after
signature, across 340,000+
procurement initiatives

18 mo
time-to-market shift a single
API supply clause can carry

0 1  ·  W H AT  M A K E S  P H A R M A  P RO C U R E M E N T  S T R U C T U R A L LY  D I F F E R E N T

Pharmaceutical Procurement Is Not Commodity
Procurement Wearing a White Coat

The deal structures are different. The consequences of a bad term are different.
And the lag between the governance failure and the financial damage is long
enough that most organisations never connect the two.

Gartner projects $15 trillion of B2B commerce will flow through AI agents by 2028. That
number includes pharmaceutical supply chains. The agents are already being deployed. The
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plumbing is complete. The negotiation logic is missing. In most industries, that gap costs
margin. In pharma procurement, it can cost time to market, regulatory standing, and supply
continuity simultaneously.

Three structural features separate pharma procurement from almost every other vertical.

First: supply security outranks unit price. A single active pharmaceutical ingredient (API)
supply clause can shift time to market by 18 months. No procurement function in any other
industry carries that consequence inside a single contractual term. An agent optimising for
price reduction on an API supply agreement is making the wrong calculation at the wrong
level of the decision tree.

Second: switching costs are regulatory events, not sourcing decisions. Qualifying a new API
supplier requires filings, validation batches, and regulatory approval timelines. The cost is
not a one-line budget item. It runs to millions before the first batch clears. An agent that
concedes a single-source clause, or agrees to a contract term that makes switching
attractive to the counterpart, has triggered a regulatory exposure that procurement
leadership will not see until it is too late to reverse without pain.

Third: the deal lifecycles are long. Multi-year supply agreements with embedded price
escalation mechanisms, volume commitments, and quality clauses are standard. Every deal
sets a precedent. Ungoverned organisations have no precedent register, so deals
negotiated under pressure become the baseline for the next negotiation with the same
counterpart. The supplier who received an accelerated payment term in one agreement will
cite it as standard practice in the next. The buyer who granted a volume flexibility clause in
a slow quarter will find it embedded in the renewal. In pharma, those precedents run for
five to ten years and span regulatory jurisdictions.

“In pharma procurement, the gap can cost time to market, regulatory
standing, and supply continuity simultaneously.”
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The Five Governance Failure Modes, Applied to
Pharma

There are five governance failure mechanisms that emerge when AI agents
negotiate without methodology. Each one lands differently in this vertical.

Developer defaults

Your procurement AI was designed by
engineers who have never negotiated a
complex B2B contract. In pharma, that means
the agent has no embedded knowledge of
what a force majeure clause does to API
supply security, or why a "reasonable
endeavours" standard in a quality agreement
is materially weaker than "best endeavours."
When the domain is narrow, high-stakes, and
governed by tacit expertise, generalist
intelligence underperforms specialist
knowledge. Negotiation is precisely that
domain.

Commodity logic applied to strategic
supply

An agent trained to optimise unit price will
treat an API supply agreement the way it
treats an office supplies contract. The agent
that secures a 4% price reduction by accepting
a shorter notice period for supply curtailment
has made a trade that costs far more than 4%
when a shortage materialises. The damage
lands years after the signature.

Precedent compounding

AI agents do not forget. They compound. An
agent that concedes 90-day payment terms in
one deal has established a pattern. If that
pattern is not governed, it propagates. The
next deal inherits the same terms. Not because
someone decided that outcome was

Mandate vacuum

The most dangerous governance failure is not
a wrong decision. It is a decision that was
never authorised. When an agent operates
without a defined mandate, every concession,
every term modification, every pricing
adjustment is made without reference to what
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acceptable. Because the agent's training data
now includes a successful outcome with those
terms, and the agent optimises for closure. In
pharma, compounded precedents on volume
thresholds and quality notification windows
become supplier leverage in every renewal
cycle.

the organisation actually permits. A pharma
procurement agent that agrees to a single-
source supply arrangement has made a
strategic supply security decision. It has not
made a price concession. Most deployed
agents carry no distinction between the two.

Escalation failure

Complex pharma supply terms, particularly
around exclusivity, regulatory obligations, and
change control notifications, require human
judgement at specific decision points. An
agent without defined escalation triggers will
close on terms that a senior procurement
director would have paused, challenged, or
refused. The fix is not better AI. The fix is a
governance framework that defines mandate,
authority, and limits before the agent begins.

0 3  ·  A  W O R K E D  S C E N A R I O

A 5.5% Saving That Cost More Than the Contract

WORKED SCENARIO

A critical API, a single qualified supplier, and an agent that hit

its price target

A large manufacturer sources a critical API from a single qualified European
supplier. The procurement team deploys an AI agent to handle the renewal
negotiation.
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The agent's objective: reduce unit cost by 6% over the prior contract. The agent
achieves 5.5%. It also, to close the deal, agrees to extend the supplier's change
control notification period from 90 days to 30 days, and removes a secondary
sourcing obligation that the prior contract contained.

No one flags either concession. The agent optimised for the price target it was
given.

Fourteen months later, the supplier notifies of a manufacturing site change. The 30-
day window is insufficient for the buyer to complete a regulatory assessment. The
secondary sourcing obligation, now absent from the contract, means there is no
contractual recourse. Qualification of an alternative supplier takes 18 months and
costs far more than the 5.5% price saving delivered across the entire contract term.

McKinsey's analysis of more than 340,000 procurement initiatives found companies
lose a third of negotiated savings after signature. That is human-speed leakage.
This scenario is agent-speed leakage: faster, less visible, and concentrated in terms
that procurement dashboards never measure.

The agent was not rogue. It was ungoverned.

Worked scenario. Figures illustrate the mechanism; they are not client data. McKinsey figure: procurement-led
transformation analysis, 2025.

“The agent was not rogue. It was ungoverned.”

0 4  ·  W H AT  A  G O V E R N E D  A P P ROAC H  C H A N G E S

The Asymmetry Is Where the Money Goes Missing



Every enterprise has now built a governance function around data, cybersecurity,
and AI. Almost none has built one around negotiation.

Negotiation Governance applied to pharma procurement means four specific things.

Negotiation outcomes are governed by systems, not talent. Skill matters. Governance
determines results. That principle is true across all verticals. In pharma, where the
consequence of one bad term can run to hundreds of millions in delayed revenue and
regulatory remediation, it is non-negotiable.

The five governance failure modes are documented in full,
with the three-level authority framework for agentic

A mandate architecture that distinguishes price variables from supply security
variables. The agent has authority over one category. The other requires human sign-off
before any concession moves.

1

A precedent register that tracks every term concession across the supply portfolio,
flagged by supplier, by category, and by regulatory jurisdiction. Negotiators move on price
when the counterpart applies pressure, with no prior analysis of what each concession
costs them in margin, precedent, or future deal power. The register removes that blind
spot.

2

Defined escalation triggers. Change control clauses, exclusivity terms, secondary sourcing
obligations, and regulatory notification windows are non-negotiable without human
review. The agent knows where its authority ends.

3

Post-deal audit as standard. When a deal is audited and the negotiation record consists
of email threads and verbal agreements, the organisation cannot demonstrate that it
received fair value, exercised appropriate authority, or followed its own approval policy. In
a regulated industry, that is not a theoretical risk. It is an audit finding with regulatory
dimension.
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negotiation governance. If your procurement function is
deploying or evaluating AI agents on strategic supply
agreements, read it before the next renewal cycle, not after.

Read the full white paper

VERTICAL ANALYSIS

Sports Rights & Sponsorship

What AI agents will cost you before you notice.

VERTICAL ANALYSIS

Enterprise Telecommunications

Why AI agents will cost carriers and enterprise
telco teams more than they realise.
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