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Category inflation has become a growing 
focus in procurement - and for good reason. 

What is Category Inflation?

Category inflation refers to the rising 
costs of goods or services within a 
particular procurement category. This 
can be driven by various factors, 
including shifts in supply and demand, 
geopolitical events, economic 
conditions, regulatory changes, and 
market speculation. Keeping a keen eye 
on these elements is crucial for 
successful procurement management. 

Assessing Cost Impact 

Inflation causes shifts in cost structures and market dynamics. This can be seen as 
changes in the Porter 5 Forces score for a given category. Rising inflation typically 
increases supplier power and reduces buyer flexibility, weakening leverage. However, it can 
also strengthen the case for substitution, such as automation or outsourcing, enhancing 
strategic options. New entrants may decline, reducing competition, but industry rivalry 
often intensifies as firms fight for contracts. These shifts mean category managers must 
reassess sourcing strategies - balancing cost pressures with opportunities to drive 
innovation, consolidate spend, or renegotiate terms. Inflation, while challenging, can unlock 
leverage if used to justify change and improve value delivery. 

Staying on top of inflation trends within your category is essential for managing costs and 
maintaining resilience in uncertain markets.

Understand the Landscape

Continuous Market Monitoring 

Staying informed about market trends and economic indicators is essential for 
identifying potential inflationary pressures within your procurement categories. 
Continuous monitoring allows you to respond swiftly to changes and make informed 
decisions. 

Strengthen your Foundations
Building Strong Supplier Relationships 

Maintaining robust relationships with your suppliers is key to navigating category inflation. 
By understanding the factors contributing to price increases, you can negotiate better 
terms and pricing, ultimately benefiting your organisation. 
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Budget Adjustments 

Category inflation can necessitate adjustments to your budget planning. Be prepared to 
revise your budgets to accommodate higher costs within affected categories, ensuring 
your financial plans remain realistic and achievable. 

Gaining a Competitive Advantage 

Effectively managing category inflation can give your organization a competitive edge. 
By maintaining cost efficiency and ensuring product or service availability, you position 
your company for success in a challenging market. 

Plan for Prevention

Implementing Mitigation Strategies 

To combat category inflation, consider 
diversifying your supplier base, 
renegotiating contracts, exploring 
alternative materials, and leveraging 
economies of scale. These 
strategies can help cushion the
impact of rising costs and maintain 
your competitive edge. 

Accurate Forecasting 

Accurate forecasting and market analysis are indispensable tools for anticipating 
and preparing for potential inflation. By staying ahead of the curve, you can manage 
costs more effectively and avoid unexpected budget disruptions. 

Work Towards Financial Agility
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Effective Risk Management 

Assessing the risks associated with category inflation is crucial for developing robust 
risk management strategies. Consider incorporating 
risk-sharing agreements or hedging against 
price fluctuations to safeguard your 
organisation from unforeseen cost spikes. 

Contractual Safeguards 

Your procurement contracts should include provisions to address category inflation, such 
as mechanisms for price adjustments, indexing, or renegotiation. These safeguards can 
provide flexibility and protect your organisation’s financial health. 



Turn Challenge into Opportunity

"One of the things we’re working on at Anvil 
is making the Porter’s 5 Forces model more 

responsive to market volatility. Weighted 
scoring helps us quantify how inflation 

changes the balance of power in a 
category, which is crucial for identifying 
where leverage is weakening and where 

new opportunities appear."

Sonal Nayak
Data Analytics Consultant,
Anvil Analytical

In conclusion, category inflation presents a significant challenge for procurement 
professionals. By closely monitoring inflation drivers, employing mitigation strategies, and 
fostering strong supplier relationships, you can manage the impact of rising costs and 
protect your organisation’s bottom line better than your competitors. Stay proactive and 
informed to master the complexities of category inflation and give your organisation a 
competitive edge.
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