Executive
Perspectives

B> BCG's Guide to Cost and Growth




Introduction

The year ahead brings both opportunities and challenges as CEOs
and executive leaders worldwide grapple with economic uncertainty
and the need for strategic reinvestment. In our latest survey of over
570 executives across regions and industries (conducted at the close
of 2024), we explored the primary concerns and strategies shaping
business priorities for 2025.

Our research reveals that cost management remains a top priority
amid fluctuating interest rates and global trade tensions. This
edition synthesizes insights from CEOs and leading experts at BCG,
providing a roadmap for sustainable margins and cost efficiency
while positioning businesses for long-term growth.

This edition also delves into the factors critical to maintaining
financial discipline in companies and explores how leaders can
reinvest strategically to fuel competitive advantage in 2025.

In this BCG Executive
Perspectives edition, we

share executives’ views on
the 2025 macroeconomic
outlook, with a focus on cost

management and growth
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cost management/ remains the top priority for executives across industries

The global market outlook for 2025 remains relatively steady, with declining optimism in 2025 relative to 2024 following the US election outcome
« 40% of executives feel unprepared for market shocks in 2025, despite years of navigating disruptions (e.g., COVID, supply chain, ChatGPT)
- North American and European executives are increasingly concerned about margins and profitability as rising interest rates, inflation,

Na‘"gatl_ng the and potential tariff and regulatory changes intensify pressure
economic - Asia-Pacific! executives are concerned about impacts on exports that could slow economic growth as geopolitical tensions in the region
landscape of 2025 could further erode investor confidence and disrupt global supply chains
In the wake of the recent US election, 85% of executives are already addressing tariffs and regulatory changes to mitigate potential
disruptions
Amid a complex economic landscape, cost management remains executives’ top priority
« Heading into 2025, executives are prioritizing cost efficiency in their core operations including supply chain optimization and product
. portfolio simplification to remain competitive
Managing cost

) « Executives in the sample report that only 48% of cost-saving targets are achieved and that their companies struggle to maintain efficiencies
structures in 2025 Companies that announce but fail to achieve targets average 9pp TSR underperformance compared with successful peers

» The greatest barrier to lasting structural cost change is "cultural resistance” to cost-saving measures, but firms with active focus to align
culture on cost and efficiencies and agile management achieve up 11% greater lasting cost reduction

Laying the foundations for sustainable cost management is vital, as 67% of executives plan reinvest savings into growth and innovation
« Executives view GenAl as a pillar for efficiency, with 86% planning to invest in Al and advanced analytics in 2025
Unlocking « Executives see GenAl and advanced analytics as an opportunity to cut costs in areas like customer service

sustainable growth BCG’s holistic approach combines deep expertise and proprietary capabilities to deliver cost management programs that drive lasting savings,
fuel growth, and tackle structural cost challenges

Copyright © 2025 by Boston Consulting Group. All rights reserved.

Source: BCG global executive survey on strategic priorities (N=570) Q4 2024; BCG analysis
1. Asia-Pacific includes India, Australia, Japan, and South Korea 3
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Executives show cau

and geopolitical L

How do executives view the stability of the markets they are operating in?

Optimists

Asia-Pacific

M/
\

North America

m/

Europe

38%

Neutral — 39% % 52% . 53% 52% 41% . 56%
.. \ 0 —
Pessimists 28% s 19% 36% 20% 0% 279 [ 0 T
2023 2024 2025 2023 2024 2025 2023 2024 2025
* The US economy has remained strong and » Despite economic challenges, optimism * Optimism has dropped in Asia?, despite

stable since COVID, despite threats of
recession, with +2.2% GDP growth? projected
for 2025

42% of executives expect their markets to
outperform the forecasted GDP growth

Nevertheless, concerns over global
economic and geopolitical stability have
arisen following the recent US election
outcome

remains steady supported by low
unemployment and a projected +1.5% GDP
growth®in 2025

47% of executives expect their markets to
outperform the forecasted GDP growth

Pessimism likely reflects an uneven

recovery since COVID, geopolitical tensions,

armed conflicts, and energy concerns

the continuously strong GDP growth forecast
of £4.5%3 for 2025

* Yet 47% of executives expect their markets

to outperform the forecasted GDP
growth

Executives’ sentiment toward market
stability has shifted further to neutrality
following the recent US election outcome, as
they are seeking early indications of
potential tariffs and trade policy changes

1. IMF forecast (Oct. 2024) 2. Asia-Pacific countries including India, Australia, Japan, and South Korea 3. IMF forecast for ASEAN-5, used as conservative projection for important Asia-Pacific global
economy players Source: BCG global executive survey on strategic priorities (N=570) Q4 2024; BCG analysis

Copyright © 2025 by Boston Consulting Group. All rights reserved.
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repared for rﬁiarket shocks headmg into 2025

/

40% of executives continue to feel unprepared for potential future
market shocks, despite navigating years of disruptions like COVID, supply

chain crises, the ChatGPT launch, and other economic upheavals

Learn more about current challenges and risks:
Geopolitical tensions and supply chain
Ongoing conflicts impact trade and market stability;
companies should use scenario planning and diversify
supply chains to enhance resilience

Read more about geopolitical risk management in strategic planning

Source: BCG global executive survey on strategic priorities (N=570) Q4 2024; BCG analysis

b

Rapid technological changes

Companies struggle to keep up with innovation
yet need to adapt quickly by implementing new
tech and upskilling employees

Read more about the value in Al

Copyright © 2025 by Boston Consulting Group. All rights reserved.


https://www.bcg.com/publications/2024/geopolitical-risk-rising-how-ceos-prepare
https://www.bcg.com/publications/2024/wheres-value-in-ai

North American and’ ur
about margin pre; »

their company performance in 2025?

North America

What top macroeconomic factors do executives expect to affect

ean executives are

Europe

Pre-US election
B Post-US election [ |

- 17%
- 15%
I I

Inflation and
rising
interest rates

Uncertain
economic
outlook

Changes in
regulations
and tanffs

Pre-US election
Post-US election

e

Over 60% of executives expressed

about tariffs, following the recent US election outcome

increased concerns

Source: BCG global executive survey on strategic priorities (N=570)
1. Asia-Pacific includes India, Australia, Japan, and South Korea

Q4 2024; BCG analysis

B

iacreasingly concerned

North American and European executives
are increasingly concerned about
margins and profitability as high interest
rates, inflation, potential changes in
regulations, and tariffs intensify pressures

Protectionist measures introduced by
the recently elected US government could
reshape global trade dynamics,
reducing trade flows and disrupting
supply chain stability—even before
considering potential retaliatory actions

These measures, aimed at boosting
domestic US manufacturing, may
accelerate local investments while
discouraging offshoring. For Europe, this
could exacerbate existing competitiveness
challenges

Copyright © 2025 by Boston Consulting Group. All rights reserved.
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that could slow ecopomic growth /= = =

What top macroeconomic factors do executives expect to affect
their company performance in 2025?

Asia-Pacific executives are navigating a

Asia-Pacific? complex economic environment marked by
Pre-US election persistent inflation, varied monetary policy
| PosUS alesten responses, and global trade uncertainties—
all of which contribute to heightened
Inflation and concerns over inflation and interest

riSing rates

interest rates _ 2'7%

They are increasingly concerned about
economic uncertainty stemming from the

Uncertain . . -

economic recent US election outcome, with recession

outlook 23% risks and US-China trade tensions
emerging as top underlying concerns

Changes in . "y . . .

regulations Potential geopolmca{ tensions in the region

and tariffs 18% could further erode investor confidence

and disrupt global supply chains,

Over 60% of Asia-Pacific (excl. China) executives expressed increased concerns potentally reducnjg revenues and SlOW‘“S

about economic uncertainty and tariffs, following the US election outcome economic growfth in export-dependent Asia-
D A . A Pacific economies

Note: Asia-Pacific countries excluding China

Source: BCG global executive survey on strategic priorities (N=570) Q4 2024; BCG analysis 8
1. Asia-Pacific includes India, Australia, Japan, and South Korea

Copyright © 2025 by Boston Consulting Group. All rights reserved.



g

Following the US election, 85% of ex

-~

LET

tariffs and regula//i,:, Yy changes

What actions are executives taking in response to the US election outcome?

Executives across regions express
concern for supply chain disruption,
driven by the potential reinstatement or
escalation of tariffs and trade barriers,
which could significantly impact
companies’ performances in 2025

Corporate leaders globally are closely
monitoring or assessing

v developments in geopolitical
conflicts in Eastern Europe and the
54% are actively monitoring 31% have launched contingency plans Middle East, along with US-China trade
What top indicators are executives tracking, given the What top initiatives have executives launched, given the tensions, as potential sanctions and the
recent US election outcome? recent US election outcome? economic isolation of certain countries
_ . . could have significant impacts on
Tariffs changes Planning response to tariffs changes business operations such as energy
Regulatory changes Assessing impact of regulatory changes prices, supply chain disruption

Redesigning supply chain

Reviewing geopolitical risks and business impacts Read more about managing geopolitical
risk in the context of supply chains

R N

1.

2.

3. Geopolitical conflicts
4. Supply chain disruption

1. No immediate actions taken in response to the US election outcome
Source: BCG global executive survey on strategic priorities (N=570) Q4 2024; BCG analysis 9

Copyright © 2025 by Boston Consulting Group. All rights reserved.


https://www.bcg.com/publications/2024/geopolitics-changes-the-global-sourcing-equation
https://www.bcg.com/publications/2024/geopolitics-changes-the-global-sourcing-equation
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Cost management remains the top
across regions an/d industries "
/

il
B

-

priority for executives

What are the top three strategic priorities for executives heading into 2025?

#1

#2

#3

4

v

Cost management

33% of corporate leaders are prioritizing cost reduction as
most critical, +8pp compared with 2024

Growth/Expansion

Growth remains a focus, with 70% of executives reporting that they
have sufficient mid-term visibility to make informed investment
decisions

Revenue management

Executives are looking into pricing strategies to manage potential
rising supply chain costs while addressing end-consumer pressures

Source: BCG global executive survey on strategic priorities (N=570) Q4 2024; BCG analysis

In a challenging economic
landscape, companies that
prioritize productivity
growth through
disciplined cost
management will
outperform those that
choose to absorb margin
pressures or pass costs on
to consumers

11
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What key cost drivers are executives prioritizing for optimization in 2025?

Top ranking

across #1

industries
'l
d
Supply chain
optimization
Industries Consumer
where each Industrials
cost action is
top-of-mind

Product
portfolio
simplification

Insurance
Technology
Finance

A
Q

/,

Yf

Operating
model and
workforce
productivity

Industrials
Health care

Source: BCG global executive survey on strategic priorities (N=570) Q4 2024; BCG analysis
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Customer
service
operations

Insurance

Finance

D

A

Sales
and
marketing

Technology
Consumer

mrltize supply chain

While all companies prioritize
cost management, there 1s no
one-size-fits-all approach—
1t must be tailored to focus on
areas that strengthen the
industry’s competitive
advantage

To remain competitive,
executives are prioritizing core
operations, optimizing supply
chains, and streamlining
product portfolios for cost
efficiency

Read more about our latest
thinking on cost excellence

12
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https://www.bcg.com/capabilities/cost-management/insights#0000018e-f1ef-d86f-afcf-f1efd45e0007
https://www.bcg.com/capabilities/cost-management/insights#0000018e-f1ef-d86f-afcf-f1efd45e0007
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A cost-efficient and I 511 nt suppl éﬁ remforces competitive advantage

GO Supply chain Cost-efficient and resilient supply chains need to be managed across the value chain...
l optimization Dimensions Optimization levers
Product + Modularize product design
Supply chains remain under = development + Design solution-oriented for fast-cycled processes and reduced bottlenecks
relentless pressure from multiple - Leverage digital scenario planning
directions: ‘ Planning * Engage Al in forecasting

.. .. + Align processes between supply chain and manufacturing
» Geopolitical crisis

, , + Deploy strategic global sourcing to identify best suppliers
« Uncertain macroeconomic outlook

ﬁ Procurement » Ensure best prices through competitive tenders, benchmarking, should-cost models
+ Climate change and pressure of + Enhance supplier relationship and develop joint innovation programs
net zero commitments - Conduct material flow and utilization analysis
- Technology disruptions T Manufacturing + Optimize plant layout and equipment

)
0]
@

_ ] + Reassess service level and maintenance needs
- Changing consumer expectations o o
+ Optimize logistics network

Consolidate transport routes and explore shared services
* Reduce “rush shipments”

Logistics and
transportation

[

g
g

+ Consolidate warehousing
Warehousing + Explore digitization and automation
* Renegotiate capacity and rates

Read more about future-proof end-to-end supply chain transformations i

Copyright © 2025 by Boston Consulting Group. All rights reserved.

Source: BCG analysis 13


https://www.bcg.com/publications/2024/transformative-end-to-end-supply-chain-approach
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@ Product portfolio Focusing resources on high-value products while improving operation efficiency
o0 optimization and reducing supply chain complexity
In fast-moving markets, growing Optimization levers

product complexity and shifting
priorities drive up structural costs
and profitability pressures

#1 Eliminating the “tail” through consolidation to eliminate low-volume configurations while
retaining volume and revenue

° Product complexity and #92 | Adesign-to-value approach with a customer-centric perspective helps to rebalance value and
proliferation (e.g., too many SKUs) cost of the product portfolio
® Raw material and component costs - .
* Manufacturing overhead and supply —@_@ %
chain complexity 10 g
* Inventory holding costs =
® Product development and R&D Idea geeratlon - Ensuring customer and §
costs + Cross-functional supplier alignment on £
e Life cycle management costs . Understanding customer workshops to rebalance design changes g
 Marketing and sales expenses . Detatld cost breakdown | |+ enchmarking + Monttoring progress
® Regulatory and compliance costs « Gap analysis g
©

Source: BCG analysis 14
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What were the biggest challenges to the success of past cost reduction efforts?

Average proportion of

480/0 cost-saving target

achieved by companies

69

Proportion of
companies failed to
500/0 achieve long-lasting

structural cost cutting

Employee and  Change in mgmt. Skills/ Technical

organizational (org. structure Expertise infrastructure £

culture and process) and capabilities 2

Companies failing to meet cost g
targets underperformed on total vV £
shareholder return by an average of Resistance to change can hinder implementation of new cost-saving measures and 5
9pp compared with the average TSR efficiency improvements; however, firms with aligned culture and agile ;
of peers that met their targets management see up to 11% higher efficiency in cost reduction initiatives 2

Source: FT longitude x BCG research (N=770) Aug 2024; BCG global executive survey on strategic priorities (N=570) Q4 2024; S&P Capital IQ; BCG ValueScience® Center 15
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A cost-conscious orgamnizational cul
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ture is essential for
successful cost ma agement RE3

Which measures are most effective for embedding cost awareness into
daily operations?

performance ®

visibility What types of company performance information are most effectived ..
Achieving cost excellence
#71 Financial year targets and gaps requires effective change
#2 Specific cost-saving achievements and initiatives management to secure

#3 Market trends and economic forecasts employee buy-in

Clear communication and

Communications leadership transparency on
from organization ,, company performance are key
leadership What types of communication from leaders are most effective? toem beddmg cost awareness

. _ . into daily operations
#1 Ensuring leaders model cost-conscious behavior yop

#2 Regular executive-led town halls

#3 Internal written updates from executives

Read more about how to sustain a
cost-conscious culture over time

Copyright © 2025 by Boston Consulting Group. All rights reserved.

Source: FT longitude x BCG research (N=770) Aug 2024; BCG global executive survey on strategic priorities (N=570) Q4 2024; BCG analysis 16


https://www.bcg.com/publications/2021/sustaining-cost-conscious-culture
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sis crucial;as67% of executives plan to

Enduring cost management fosters continuous improvement of HOW work is done...

67%

DESIRED
CULTURE

Of executives plan to
invest savings from
cost reduction efforts
into growth

Source: BCG global executive survey on strategic priorities (N=570) Q4 2024; BCG analysis

LEADER ENABLEMENT

HOW: Equip leaders with tools, visibility, and empowerment to identify and
drive cost-saving initiatives

DESIRED CULTURE

HOW: Foster a cost-aware and accountable culture by celebrating wins;
encourage learning from successes and setbacks to drive ongoing improvement

PEOPLE ENGAGEMENT

HOW: Align employees with cost reduction goals and growth vision;
empower employees to join solutioning process; provide real-time feedback

EXECUTIONAL CERTAINTY

HOW: Implement effective governance and tracking of cost reduction
initiatives; hold employees accountable for progress

Learn more about cost management foundations I

18
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https://hbr.org/2024/03/dont-wait-for-a-crisis-to-reduce-costs

Organizations plan

Source: BCG analysis and client experience

Digital
and Al

Talent
advancement

Climate and
sustainability

Supply chain
of the future

Operational
excellence

Business
expansion

H
|
Y

P
T — el T AmEE >,
i 1ea.

use cost savings to support strategic investments

5]
R

Accelerating digital adoption positions tech and digital as key to resilience and cost efficiency. Organizations
need to quickly adapt tech capabilities like GenAl to boost efficiency and drive business growth Read more

Competition for talent will persist, requiring companies to enhance their strategies through data-driven hiring,
continuous skill development, and Al-driven processes Read more

To bolster long-term sustainability and address climate challenges, leaders should invest in high-impact
sustainable projects and align with climate benchmarks Read more

Supply chains should leverage cross-functional coordination, digital integration, and rapid execution to enable
seamless transformation, enhancing resilience and efficiency Read more

Amid ongoing uncertainty, companies should shift from reactive cost-cutting to strategic efficiency by focusing
on optimization and building sustainable competitive capabilities Read more

Successful top-line growth amid shifting global economic and geopolitical dynamics can be achieved by
focusing on core markets while exploring new regions, sectors, and product lines Read more

19
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https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fmedia-publications.bcg.com%2FBCG-Executive-Perspectives-CEOs-Dilemma-Tech-Resilience.pdf&data=05%7C02%7Csberger%40inverto.com%7C6aa9a61c1dbc40dd7c7f08dd18feebff%7Cb3643da548ea4e30811362b95b7f4c9f%7C0%7C1%7C638694205422940343%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=IaIc%2FHcjmqo7D2ZKnKtpDJxo3jSOT7QdyDp6yyLiQDQ%3D&reserved=0
https://www.bcg.com/capabilities/people-strategy/talent-skills-strategy
https://www.bcg.com/publications/2024/new-framework-for-climate-adaptation-and-resilience
https://www.bcg.com/publications/2024/transformative-end-to-end-supply-chain-approach
https://www.bcg.com/capabilities/operations/end-to-end-operational-excellence
https://www.bcg.com/capabilities/cost-management/leadership-development/expert-insights/gideon-walter
https://www.bcg.com/publications/2024/your-revenue-strategy-depends-on-your-starting-point

Executives see GenA

/i

Which applications of GenAl and advanced analytics can drive
significant near-term cost reductions?

. E.g., customer inquiries, call center insights,
Customer service S0% @— back-office processing

0
86 /O E.g., content creation and distribution,
marketing insights, lead generation

Sales and marketing WA L7 o—

E.g., financial planning and reporting,
training, legal review

Support functions 47, 0—

R&D in engineering ek

Of executives plan to
invest in Al and/or
advanced analytics in
2025

Supply chain 31%

A4

Investing in GenAl not only helps with cost reduction efforts, but also boosts productivity,
scales capacity, and supports growth through continuous innovation

Copyright © 2025 by Boston Consulting Group. All rights reserved.

Source: BCG global executive survey on strategic priorities (N=570) Q4 2024; BCG analysis 20
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Executives can also use GenAl to tackle their top three

o

/

strategic prioritie;,

Read more

Cost management about unlocking
O Automating processes, optimizing supply chains, and improving operational efficiency: impact with Al

« Decrease labor cost by automating tasks in areas like customer service and content creation
« Use predictive models to enhance supply chain efficiency by forecasting demand and inventory levels
« Monitor and reduce energy consumption across facilities, directly impacting operating costs

#1

Growth/Expansion
‘{’ Enabling employees to perform more complex tasks, speeding up workflows:
#2 @ « Accelerate product development and innovation through Al, enhancing speed-to-market

- Drive growth with Al-powered upselling, personalized marketing, and quick adaptation to new markets
« Priontize high-impact Al initiatives around large, homogenous resource pools, not just incremental automation

Revenue management
Driving revenue by enhancing personalization and opening new revenue streams, including:
@ « Improve customer retention and upselling (e.g., churn prediction, targeted retention strategies)
« Enable personalized marketing (e.g., product recommendations, targeted campaigns)
« Assist in product innovation and accelerate development processes

#3

Copyright © 2025 by Boston Consulting Group. All rights reserved.
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BCG has deep expertise in cost manage:ment

Partnering with your ot ation to craft a €ostprogram that creates enduring impact

b/

We leverage our unique strengths and approach to transform your
organization, delivering lasting structural cost savings that fuel growth

Q Strta.te.glct(.:ost th We design lean cost structures that drive savings without limiting
-] optimization wi growth, aligning cost management with your strategic objectives
- growth focus
Empowered culture We foster a culture of continuous improvement, empowering

@ and continuous employees to take accountability, ensuring sustainable progress

N improvement even after our engagement

® Customized We deliver tailored cost solutions for competitive advantage

9 expertise and leveraging our deep industry expertise, ensuring end-to-end focus
= reliable execution and reliable outcomes

Al capabilities and data-driven decisions for enhanced operations efficiency and

ﬁiﬁ% Advanced digital & We embed cutting-edge digital and Al tools in operations, enabling
data-driven insights  productivity

(l) Collaborative We work hand-in-hand with your leaders, ensuring projects are co-
8»”(8 partnership and created for lasting results that stick, with a “done with”
6 lasting impact partnership mentality

Source: BCG approach and client experience
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Disclaimer

The services and materials provided by Boston Consulting Group (BCG) are subject to BCG's Standard Terms

(a copy of which is available upon request) or such other agreement as may have been previously executed by BCG. BCG does
not provide legal, accounting, or tax advice. The Client is responsible for obtaining independent advice concerning these
matters. This advice may affect the guidance given by BCG. Further, BCG has made no undertaking

to update these materials after the date hereof, notwithstanding that such information may become outdated

or inaccurate.

The materials contained in this presentation are designed for the sole use by the board of directors or senior management of
the Client and solely for the limited purposes described in the presentation. The materials shall not be copied or given to any
person or entity other than the Client (“Third Party”) without the prior written consent of BCG. These materials serve only as
the focus for discussion; they are incomplete without the accompanying oral commentary and may not be relied on as a
stand-alone document. Further, Third Parties may not, and it is unreasonable for any Third Party to, rely on these materials
for any purpose whatsoever. To the fullest extent permitted by law (and except to the extent otherwise agreed in a signed
writing by BCG), BCG shall have no liability whatsoever to any Third Party, and any Third Party hereby waives any rights and
claims it may have at any time against BCG with regard to the services, this presentation, or other materials, including the
accuracy or completeness thereof. Receipt and review of this document shall be deemed agreement with and consideration
for the foregoing.

BCG does not provide fairness opinions or valuations of market transactions, and these materials should not be relied on or
construed as such. Further, the financial evaluations, projected market and financial information, and conclusions contained
in these materials are based upon standard valuation methodologies, are not definitive forecasts, and are not guaranteed by
BCG. BCG has used public and/or confidential data and assumptions provided to BCG by the Client. BCG has not
independently verified the data and assumptions used in these analyses. Changes in the underlying data or operating
assumptions will clearly impact the analyses and conclusions.
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