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Inside the industrial strategy

Energy subsidies for heavy industries, new skills initiatives
and a renewed focus on improving home-grown tech expertise
form part of the strategy document

Tamlin Magee

n June, the Labour govern-

ment revealed its

long-awaited  industrial
strategy. Included in the white
paper are several flagship, inter-
ventionist policies, such as subsi-
dising energy bills for businesses,
as well as proposals to invest in the
national grid and boost home-
grown technical skills.

The government says the strategy
will support some of the UK’s high-
est-growth sectors. Eight in particu-
lar are set to benefit: advanced man-
ufacturing, clean energy, creative
industries, defence, digital and
technology, financial services, life
sciences and professional services.

Energy is central to the industrial
strategy and action on this front
will be welcome news for re-
source-intensive industries. Whole-
sale electricity costs in the UK are
high, especially compared with the
US and other countries in Europe.
To address this and boost domestic
manufacturing, the UK will subsi-
dise energy costs for firms in the au-
tomotive, aerospace and chemicals
industries, among others, starting
from 2027.

Through a new industrial compet-
itiveness scheme, such costs will be
cut by £40 per megawatt hour.
Other energy-intensive sectors will
enjoy reduced electricity network
charges via the so-called British in-
dustry supercharger. This mecha-
nism will grant a 90% discount to
such charges. These businesses will
also be exempt from paying certain
energy levies.

The government also intends to
speed up grid connections for heavy
industries through the connections
accelerator service, which enables
projects of “national interest” to
book energy capacity in advance.
Further details on eligibility will be
announced pending an upcoming
consultation, but the announce-
ment has proved popular with both
Labour’s traditional support base
and industry.

Gary Smith, general secretary of
the GMB union, called the focus on
energy a big step forward. “This is a
great opportunity to rebuild our in-
dustry, save iconic home-grown
sectors and bring good jobs home,”
Smith said. “The devil will be in the
detail, but at long last we have a
grown-up strategy that will allow
industry to thrive.”

Michael Moore, chief executive of
the British Private Equity and Ven-
ture Capital Association (BVCA),
agrees. “Energy is a significant cost
of doing business for many sectors
and weighs heavily on private capi-

tal firms in deciding where to in-
vest. Action that addresses the UK’s
competitiveness in this important
area is positive.”

Since taking office, the Labour
government has worked to position
the UK as a leader in AI and emerg-
ing tech. The industrial strategy
provides further details on West-
minster’s plans to make this ambi-
tion a reality.

Key to achieving this goal is the
development of regional clusters,

which will support existing regional
expertise. Clusters may boost semi-
conductor research in Wales or
quantum R&D funding in Scotland,
for instance. Details of this initia-
tive can be found in the digital and
technologies sector plan included in
the industrial strategy.

Technical skills are also central to
the industrial strategy. Working
with big tech companies including
Nvidia, Google and Microsoft, the
government aims to train 7.5 mil-

£8.5bn

the annual increase to
profitability in UK industry
if digital skills were improved

O of working age adults cannot complete
O basic digital tasks that are essential for work

Futuredotnow, 2025

lion workers in “essential AI skills
by 2030. This is in addition to the
previously announced tech-first
skills programme, which will pro-
vide £187m for better digital-skills
education in classrooms and up-
skill 4,000 graduates, researchers
and innovators in Al, cyber and
computer science.

The strategy outlines an Al adop-
tion fund, which will facilitate the
development of cutting-edge Al in
firms that display high-growth po-
tential, as well as a sovereign Al
unit, which will work with the Brit-
ish Business Bank to invest in data,
compute and talent for UK Al capa-
bilities, partnering with both start-
ups and larger organisations. It also
commits £600m to speed up the de-
velopment of Al growth zones, areas
where planning restrictions are re-
laxed for data centres.

Lastly, the government will estab-
lish quantum hubs in Glasgow and
Edinburgh to help ready the coun-
try for quantum computing, and
provide funding for skills related to
semiconductor design and produc-
tion to boost the domestic industry
and create resilient supply lines.

Industry partners, such as the
Quantum Strategic Advisory Board,
Al Energy Council, and Cyber
Growth Partnership, will play an im-
portant role in the development of
cyber, AI and quantum planning,
the government says.

The strategy highlights the
strength of the UK’s cybersecurity
industry, calling Darktrace, NCC
Group and BAE Systems exporters
of world-leading cyber solutions
and services. The country must
work to maintain its edge here, the
report suggests, through regional
investments, including to establish
a National Cyber Innovation Centre
in Cheltenham, near the headquar-
ters of the UK’s signals intelligence
agency, GCHQ.

The strategy signals a clear com-
mitment from the UK government
to fund key research areas and en-
courage the adoption of innovative
tech and tooling.

For UK businesses, the white
paper shows the government is
willing to work closely with indus-
try and accelerate collaboration be-
tween the public and private sec-
tors in procurement. Big tech will
be ecstatic that it has Westminster’s
ear in shaping the AI skills curricu-
lum. For smaller firms, meanwhile,
the creation of expertise clusters
will likely be encouraging sign for
regional development.

The industrial strategy is ambi-
tious. As with every manifesto, the
tricky part is not the planning, it’s
the execution. @

EDITORIAL

‘B Corp doesn’t
need to be perfect -
just principled
and persuasive’

Businesses are withdrawing support for
the certification. Can B Lab tighten its
standards without losing its community?

n July 2024, four Havas

agencies had their B Corp

status revoked thanks to
their parent company’s work with
the oil and gas giant Shell. Even
though the agencies didn’t directly
work with Shell, B Lab insisted that
the brand association was enough
to pull the plug.

The message was clear: performa-
tive eco-credentials will no longer
cut it. Fast-forward 12 months and
the picture couldn’t be more differ-
ent. Two high-profile B Corp exits at
the start of 2025 have renewed the
debate about whether B Lab is stick-
ing to its original purpose. And
questions have again started cir-
cling about the future of B Corp.

Dr. Bronners, the organic soap
company widely considered the
highest-scoring B Corp globally, an-
nounced that it would not renew its
certification. It criticised B Lab for
not strengthening standards for
multinationals such as Unilever,
Nespresso and Nestlé, which have
all come under fire in recent years
for greenwashing. Scrumbles, a UK
pet food brand, also stepped away at
the start of the year, claiming that
the certification had become a
“marketing badge... rather than a
true mark of an ethical business”.

B Corp was created to redefine
business success and prove that
companies can prioritise people and
planet alongside profit. But as the
community has grown, so too has
the complexity of certification.
Today, the B Corp landscape in-
cludes everyone from scrappy, cli-
mate-first startups to global con-
glomerates with huge supply chains.
That diversity is a strength, but it’s
also proving to be a challenge.

B Lab is battling competing priori-
ties. On the one hand, it must stay
open and inclusive and welcome
legacy businesses that are genuinely
trying to transform. On the other, it
must take steps to ensure its certifi-
cation remains meaningful and
does not become a tool for corporate
virtue signalling.

This risk is compounded by the
structure of B Corp scoring. To
achieve certification, a company
must score at least 80 points on the
B Impact Assessment, a holistic tool
that measures impact across five
categories: governance, workers,
community, environment and cus-
tomers. Businesses don’t need to
perform strongly in all five areas. A

high score in one category can offset
weaker performance in another,
which creates inconsistencies in de-
fining what it means to be a B Corp.

B Lab is not blind to these issues. A
major overhaul of the certification
framework is underway, with the ex-
isting points-based system being
phased out. Companies will instead
be assessed against minimum
standards across seven core areas,
from environmental stewardship to
human rights.

The hope is that this shift will pro-
duce more consistent standards for
B Corps by creating entry barriers
for businesses that have major
weaknesses in particular areas.

But even the most robust frame-
work won’t save B Lab if it can’t get
its community on side. B Lab must
explain how the new standards
work, how they’re enforced and
what happens when companies fall
short. Case studies, third-party au-
dits and impact reports must be-
come central to the story, not buried
in footnotes.

Certified companies also have a
role to play. They must embrace the
spirit of the B Corp movement, not
justits branding. That means telling
richer, data-driven stories about
their sustainability journeys. The
public is no longer swayed by vague
commitments or glossy marketing.
They want substance and proof.

B Corp doesn’t need to be perfect.
But it does need to be principled and
persuasive. Credibility is a commu-
nications issue. It’s not just about
what B Lab does next, but how well it
tells the story of why it matters. @

Helen Salvin
Head of sustainability, The PHA Group

Commercial feature

RACONTEUR.NETM

Why payment
security should be a
leadership imperative

Payment security is now a strategic leadership priority, essential
for building trust, ensuring compliance, preventing fraud and
unlocking long-term growth in digital marketplace environments

igital marketplaces have

evolved beyond simple buy-

and-sell activity. Today, they
are complex ecosystems handling
diverse payment methods and transac-
tions, which must be properly secured
to drive customer loyalty and growth.

“Part of this effort includes the col-
lection and analysis of a greater amount
of customer data to better understand
and predict potential security threats,”
says Bartosz Skwarczek, founder of
G2A.COM and president of the super-
visory board at G2A Capital Group.

Marketplaces are also investing addi-
tional legal and technical resources
into security strategies to stay on the
right side of regulation.

“This is critical to ensure compliance
with rapidly changing laws and regula-
tions regarding payment security and
data protection,” Skwarczek explains.

The combination of complex trans-
actions, rising threats and a rigorous
regulatory environment means that
payment security is no longer just a
back-end technical concern; it’s a stra-
tegic imperative that requires the full
attention of the leadership team.

Comprehensive security strategies
that are robust, adaptive and anticipa-
tory must be developed.

“These strategies not only protect cus-
tomers, users and their transactions, but
also paves the way for marketplaces to
thrive in a competitive and highly regu-
lated environment,” says Skwarczek.

There’s real urgency around this
task. In an age where scams, phish-
ing and identity theft are increasingly
prevalent, customers demand rigor-
ous security standards from the mar-
ketplaces they engage with - and will
quickly switch to other providers if
these standards aren’t met.

Marketplaces must also counter-
act growth in first-party fraud, where
legitimate customers fraudulently
reclaim funds.

With fraudsters now using Al to
enhance their attacks, Al-powered
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When users are
confident in the
security of a
platform they are
more likely to return

security tools are increasingly essen-
tial. "The effectiveness of one’s Al
versus that of potential attackers
becomes crucial,” says Skwarczek.
G2A.COM, for example, has deployed
Forter to block fraud and optimise pay-
ments for its 35 million users globally.
The solution uses Al to detect pat-
terns across vast datasets and make
real-time identity-based decisions for
known and unknown forms of fraud,
helping to secure transactions while
minimising friction for customers.

Achieving robust security

To effectively embed payment security
into the company’s wider governance
and decision-making, leaders will need
to take a series of strategic steps.

Firstly, they need to conduct a com-
prehensive analysis of the current secu-
rity landscape within the organisation.

“Understanding existing strengths and
vulnerabilities provides a clear picture
of where the company stands and what
needs improvement,” says Skwarczek.

Leaders should then establish spe-
cific security objectives and identify the
pathways to achieve them, including the
tools required for implementation.

“This involves setting measurable tar-
gets and determining metrics for moni-
toring progress,” says Skwarczek.

It’s crucial that they also select and
deploy the right tools to safeguard
transactions, including anti-fraud solu-
tions, chargeback recovery systems,
and bot and DDoS blockers.

The final and perhaps most critical step
is building a dedicated team that priori-
tises security and platform development.

“Having a core group of skilled indi-
viduals committed to fostering a
secure environment is vital for execut-
ing security strategies effectively and
ensuring continuous improvement,”
Skwarczek explains.

By following these steps, leaders can
embed payment security deeply into
organisational governance, making it a
central consideration in decision-mak-
ing processes and aligning it with
broader business objectives.

This reduces the chance of customer
trust loss and reputational damage,
and protects against costly penalties
from data breaches and regulatory
non-compliance.

A secure, scalable environment
is now a crucial differentiator in an
increasingly competitive marketplace,
attracting both retailers and custom-
ers to the platform.

“For G2A.COM, prioritising user secu-
rity is vital,” says Skwarczek. “This focus
on security not only helps protect users
but also enhances the platform’s repu-
tation and fosters trust among users.”

Creating an environment where cus-
tomers feel safe is a powerful way to
drive repeat business, he explains.
“"When users are confident in the secu-
rity of a platform, they are more likely
to return for future purchases and rec-
ommend the platform to others.

“This trust translates into enhanced
organic growth and improved customer
loyalty, both crucial aspects for the sus-
tainable development of any business.”

Ultimately, robust payment security
is no longer just a technical safeguard
- it’s fast becoming a leadership deci-
sion that underpins trust, growth and
long-term competitive advantage.

For more information
please visit g2a.com

GeA
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Audits on autopilot

New evidence suggests that auditors are using Al systems
they cannot fully control or explain. This threatens to erode
the credibility of the auditing profession

Sam Birchall

I is revolutionising the
audit sector. Over-worked
accountants are using the

tech to scan transactions to identify
anomalies, summarise board min-
utes and extract information from
complex contracts.

But too many firms are rushing to
implement Al without first develop-
ing proper frameworks to evaluate
its risks and benefits. According to a
recent review by the Financial
Reporting Council (FRC), none of
the six biggest accountancy firms
have any formal process to monitor
or quantify the impact of AI on
audit quality, despite adopting the
tech widely.

“Without clear metrics, it is diffi-
cultto know the extent to which Al is
improving the quality of audits,
increasing efficiency or just adding
complexity,” says Akber Datoo, chief
executive of D2 Legal Technology, a
data and governance consultancy.

“Paradoxically, Al can turn the
audit into a black box,” he adds.
Humans are often unable to deter-
mine why Al systems produce the
outcomes they do. And if auditors
cannot explain an AI’s decisions,
then they do not truly have over-
sight over the audit process. The
quality and trust of the audit is
therefore undermined.

Concerns about biases and other
ethical pitfalls are growing. Al tools
can reflect or even amplify biases
present in training data. And,
because tech users who rely heavily

on AI often fail to sufficiently cri-
tique its outputs, such errors or bias-
es can easily make their way into the
final audit report.

“The adage ‘garbage in, garbage
out’ still applies,” Datoo notes. “Al
can process flawed inputs at speed,
producing incorrect results with a
veneer of legitimacy. Worse still,
such errors can quietly cascade
across multiple audits before any-
one notices.”

The audit partner and the sign-off
team are ultimately responsible for
any mistakes made by the Al tools
they use. Auditors must scrutinise
not just the numbers but also the
data and assumptions behind the
AI. When professional scepticism
gives way to a blind acceptance of Al
outputs, audit quality will suffer. “A
fool with a tool is still a fool - only
faster and potentially more danger-
ous,” Datoo says.

To use Al safely and effectively in
audits, accountants must under-
stand how these systems arrive at
their conclusions and verify their
reliability. Auditors must test their
tech in different situations, control
the data it uses, review its assump-
tions and track any discrepancies.

“Too often, firms have imple-
mented AI with scant training on
how to evaluate its outputs,” says Dr
Clare Walsh, director of education
at the Institute of Analytics.
Accountants, she explains, must
identify performance metrics and
test whether new solutions devel-

oped by third parties work with
their firm’s data.

No two machine-learning algo-
rithms work in exactly the same
way. Some tools, such as unsuper-
vised AI, are relatively easy to
understand but unreliable for spot-
ting unusual activity, Walsh says.
Others, such as deep-learning sys-
tems, are great at identifying prob-
lems but present significant
challenges for explainability.

Often, these tools are built with
parts from different teams or com-
panies, which makes it difficult to
judge their reliability. Although
audit teams typically do not pro-
gramme these algorithms, they
should have basic theoretical knowl-
edge of how the systems work and
the risk factors, Walsh says.

“It is unclear at the moment
whether companies using Al audit
tools could ever prove that an Al
tool can detect all the areas that reg-
ulatory bodies expect to be picked
up,” Walsh notes.
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A fool with a tool is still

a fool - only faster and

potentially more dangerous

Most accounting teams do not
have the technical expertise to eval-
uate machine-learning models.
Reviewing financial reports pro-
duced or influenced by Al requires
working knowledge of data science
and algorithms - areas that most
auditors are not trained in. Similar-
ly, many AI developers have little
knowledge of accounting standards.
The human-in-the-loop model is
critical, Datoo says, but not easily
achieved without proper training.

“The challenge for the accounting
industry is to build the relevant Al
knowledge and expertise in trainee
auditors,” says Phil Broadbery, head
of technology at PKF Littlejohn, an
accountancy and audit firm.

But, as Al automates more basic
tasks, many accountancy firms are
cutting junior roles. KPMG, for
instance, has slashed its graduate
cohort from 1,399 in 2023 to just 942
in 2025. Broadbery argues that, by
doing so, the industry is undermin-
ing its future.

Although AI can perform many
tasks handled by junior employees,
entry-level roles help young profes-
sionals build the foundational
knowledge needed to progress to
more complex tasks. “It’s a very
short-term decision to cut hiring of
future talent because Al is doing the
work,” he says. “The consequences
of that will become very apparent in
five to 10 years time.”

Instead, Broadbery emphasises
the need for earlier exposure to
judgement-based tasks for junior
auditors, as well as training on how
Al works, its limitations and how to
interrogate its outputs. Soft skills
are equally important, he adds. “As
AI handles the mechanical tasks,
human auditors must double down
on professional scepticism, commu-
nication and ethical judgement.”

Algorithmic audits are emerging
as a way to hold AI to account. Just
as financial audits examine books
and records, Al audits evaluate an
algorithm’s data, design and deci-
sions, checking for flaws, biases or
compliance risks.

Deloitte, EY and PwC are develop-
ing Al-assurance services to help
assess whether Al systems perform
asintended and to meet growing cli-
ent demand for trustworthy tools.

Efforts to make AI more transpat-
ent are underway. Global standards
bodies such as the International
Organisation for Standardisation
and The Institute of Electrical and
Electronics Engineers, for instance,
are developing technical standards
for Al governance. However, clarity
and wider consensus on these
guidelines are still needed.

“It’s something of a Wild West
right now,” Datoo says, adding that
audits for high-risk AI uses will like-
ly become mandatory, especially as
regulation such as the EU AI Act
comes into effect.

Keeping the tech in check will
require more than governance and
reporting frameworks. Audit pro-
fessionals at all levels must
be trained to interrogate Al
and identify errors in its
outputs. The industry
must act quickly to adapt
to the increased use of Al
in financial reporting - its

AUTOMATIC AUDITS

Top reasons that firms do not use
Al'in their audits

‘ Lack of training
and infrastructure

‘ The technology
is too expensive

The technology
is not useful

Inability to access
usable client data

The technology
is difficult to use

Inadequate client controls
for data integrity

Concerns about others
questioning the technology

Client data privacy
or security concerns

Concerns about GAAS
allowing the technology

The technology’s output
is difficult to use

@ O @ O O ® O O O

Lack of knowledge
about the technology

@

credibility is at stake. @

AICPA, 2024
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Why resilience is the defining

of tomorrow’s CEO

As businesses grapple with intensifying
pressures and unpredictable change,
resilience has evolved from a desirable
leadership trait to an essential attribute

rom geopolitical instability to
rapid technological change,
today’s CEOs must navigate

countless challenges. But growth
remains a constant area of focus, even
in the face of external volatility.

It’s the main priority for leaders
across all ownership types, according
to Eton Bridge Partners’ inaugural
Board & CEO Insights Report, which
examines how senior leaders are
responding to an increasingly complex
business landscape and what this
means for the CEO role.

“It’s reassuring to see that, despite
ongoing uncertainty, business leaders
are still strongly focused on this core
objective,” the report notes. "The com-
mitment to expansion speaks to a sense
of resilience and ambition that contin-
ues to shape today’s executive agenda.”

Over 100 UK CEOs, chairs and
non-executive directors from the Eton
Bridge Partners’ network were sur-
veyed for the report. And in a world
defined by constant flux, one quality
stood out above all for achieving
growth: resilience.

Between 34% and 42% of respond-
entsacross both executive and non-ex-
ecutive roles identified resilience as
the non-negotiable characteristic for
CEOs. The fact that it was consistently
cited across listed companies,
PE-backed firms and privately owned
businesses also highlights that boards
across all ownership types increasingly
value it in their CEOs. As economic
uncertainty was a top concern across
all ownership types too, this strong
focus onresilience is understandable.

“In successful organisations, resil-
ience is embedded in the operating
model in a structured and systemic

way, as well as being a key leadership
characteristic,” says Paul Eastwood,
partner in executive search, CEO and
board practices at Eton Bridge Partners
and author  of  the report.
“Organisations that have resilience as a
core and continuous theme allow it to
influence strategic and operational
choices and invariably have more
robust approaches to agendas such as
business continuity, reputation man-
agement and financial stability.”

Courage, curiosity and empathy

So what are the key characteristics that
define a resilient leader today? The
report notes: “The ability to maintain
focus and pace in testing times, and to
adaptand pivotinacalmand well-com-
municated way are amongst the behav-
jours that are now absolutely
non-negotiable.”

Leading CEOs also look to foster a
calm, reassuring organisational culture
that gives employees breathing space
from the demands of the outside
world, enabling them to focus and do
their best work even during periods of
external volatility. The report adds that
resilience is also “more powerful in
organisations where trust is high and
collaboration and communication are
valued, as resilience comes more natu-
rally in those situations and from lead-
ership teams that have fostered that
cultural norm.”

While this applies across all business
types, there are, however, subtle differ-
ences in terms of the complimentary
traits valued in CEOs of listed, PE-backed
and privately owned businesses.

In listed companies, for example,
courage emerges as an important
trait, highlighted by 34%  of

o6

Resilient leaders must have the
ability to maintain focus and
pace in testing times

STAYING THE COURSE

Eton Bridge Partners, 2025

Resilience tops the list of non-negotiable CEO traits in the following businesses

37%

Listed organisations

34%

Privately owned
businesses

42%

PE backed firms

respondents - somewhat higher than
the 16% in PE-backed firms and 18% in
privately owned businesses. While all
business types value a blend of com-
plementary traits, there are subtle
differences in emphasis depending on
ownership structure.

“We see this as being influenced by the
disclosure requirements and the level of
public scrutiny that comes with being a
listed company,” Eastwood explains.

Leaders of PE-backed companies,
which often have accelerated growth
targets and shorter success cycles, are
also under scrutiny. The report found
that leaders in PE are adapting to a
reshaped definition of value, with a
broader set of stakeholder considera-
tions now of increasing relevance.

As with firms across other ownership
structures, resilience also sits along-
side a broad range of complimentary
traits, including courage, empathy,
opportunism and transparency.

“Curiosity also emerges as a shared
priority in privately owned and
PE-backed businesses, each at 16%,
and itis notably higher among non-ex-
ecutives,” the report notes. “In envi-
ronments where agility is key, leaders

who remain open, ask better ques-
tions and engage with what they don’t
yet know are more likely to drive
meaningful progress.”

Interestingly, non-executives also
tend to value curiosity and empathy
more than executives, with the report
defining curiosity in a business context
as the “insatiable appetite to be inter-
ested in all opportunities for the
organisation.” The findings indicate
that CEOs with “low ego and high
humility” are in demand, as these can
be “really powerful” complementary
traits to resilience.

Personal resilience routines

To ensure organisational sustainability,
CEOs across all ownership types need to
have a deep commitment to personal
sustainability. "Many CEOs |'ve spoken
to have fairly strong routines around
mental, physical and emotional health,
and creating time out as well as time in,”
says Eastwood. “Resilience isn’t about
doing more. It’s actually about creating
the brain space and diary space to be
able to step in with a fresh mind when
unplanned scenarios occur.”

Along with developing a healthy
approach to resilience, leaders also
need to demonstrate a more accessi-
ble and hands-on style. Indeed, there’s
an increasing expectation for a CEO to
be more directly involved in day-to-day
operations, decisions and ‘rhythm’ of
the organisation. “One of the charac-
teristics that people look for is that
ability to effectively glide between a
strategic viewpoint and execution,” the
report notes.

Many of the best CEOs engage in
continuous conversation both inter-
nally and with external stakeholders
too, often including the savvy use of
social media. This helps to create a
sense of confidence that supports
long-term resilience.

The most successful leaders will
embed resilience across people, pro-
cesses, systems and structures, creating
rhythms that not only withstand disrup-
tion but also enable sustainable growth.
They demonstrate a personal ability to
look around corners, anticipate head-
winds, and spot opportunities, keeping
their organisations one step ahead in an
increasingly volatile world.

As the business landscape continues to
evolve, the role of the CEO will only grow
more demanding and more human.
Resilience, once seen as a personal trait,
is now a strategic foundation for long-
term growth. Tomorrow’s most effective
leaders will unite strategic foresight with
emotional intelligence, balancing risk
with opportunity to navigate complexity
and lead with lasting impact.

Discover key insights
on the future

of leadership in the
Board & CEO Insights
Report from Eton
Bridge Partners

EtonBridge
Pnrtners
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SME OUTLOOK

UK businesses are struggling to cope with persistent macroeconomic pressures and
government policies that have made doing business costlier. But SMEs, many of which
operate on particularly tight margins, are at a breaking point. As a result, they are raising
prices, reducing their spending and preapring for lower profits.

WHAT ARE SMES STRUGGLING WITH IN 20252

Share of UK SME business leaders citing the following as their biggest challenge in 2025 High running costs @ Increase in employers' National Insurance contributions

@ Lack of/uncertain consumer demand High hiring costs

@ Unpredictable economy @ Increase in minimum wage

@ Rising inflation Reduction in business rates relief
@ Increasing cost of materials and supply chain issues @ Canging rules, regulations and red tape when trading with the EU

@ Lack of funding and investment

HOW ARE SMES ADAPTING TO ECONOMIC CHALLENGES? PRICE RISES ON THE HORIZON

19%

Between 10% and 20%

Share of UK SMEs that have taken the following steps in response to macroeconomic challenges Share of UK SMEs planning to raise prices /
e 4 4 7
Up to 10%

7%
Between 20% and 30%

o,
7% of SMEs plan to increase prices
Delaying buying Reducing spending on Halting expansion Diversifying the product Borrowing More than 30% in the next 12 months
new equipment marketing and subscriptions plans or hiring or service offering money

HOW HAVE RISING BUSINESS COSTS IMPACTED OPERATIONS? PROFITS IN DECLINE

Share of UK SMEs impacted by macroeconomic challenges in the following ways Share of UK SMEs expecting profits to decline

Up to 10%

Between 10% and 25%

Between 25% and 35%

Between 35% and 50%

of SMEs expect their profits
to decrease in 2025,
up from 28% in 2023
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Commercial feature

How smart water stewardship is
redefining sustainability leadership

At a recent roundtable hosted by
Culligan and Raconteur, sustainability
leaders gathered to discuss the future
of water stewardship in the UK. With
more than 2 billion people lacking
access to safe drinking water globally,
the responsible management of water
resources has become the new frontier
for sustainable businesses

he UK finds itself in deep water

when it comes to sustainable

hydration. While the nation
enjoys some of the world’s safest tap
water, new Culligan UK research reveals
a striking paradox: 85% of Britons own
reusable bottles, but 66% cannot name
a single local refill station. This discon-
nect between abundant supply and
patchy access reveals why water stew-
ardship is emerging as sustainability’s
next battleground.

Unlike carbon-reduction initiatives,
which are largely invisible to the public,
water infrastructure creates immedi-
ate and tangible community value.
England faces a projected daily water
shortfall of 5 billion litres by 2055, yet
19% of the current supply leaks away
before reaching consumers, according
to the Environment Agency.

Michael McAuley, marketing director
at Culligan UK, observes a generational
shift driving infrastructure require-
ments. “Young people have different
water bottles for different occasions,”
he explains. “The sustainable-hydra-
tion movement is starting. Consumers
are moving, but the infrastructure isn't
keeping pace.”

Culligan’s research suggests that
more than nine in 10 gen-Z and millen-
nial consumers own reusable bottles,
compared with 756% of baby boomers.
Yet infrastructure hasn’t caught up,
creating what McAuley calls “bricks in
backpacks” expensive bottles ren-
dered useless by access gaps. With gen
Z set to comprise 30% of the workforce
by the end of the decade, the infra-
structure deficit threatens to become a
significant issue in talent retention.

“The micro can change the macro,”
says David Palmer, water group director
at Buro Happold, which has worked on
some of the UK’s most significant water
infrastructure projects, including the
Twin Rivers Diversion at Heathrow
Airport’s terminal five. "Behaviours are
changing, as they often do with the
younger generation. We saw the same
cultural shift with health and safety in
the 90s - it was an afterthought for
many but by the end of the decade atti-
tudes had changed completely and
now we're seeing water stewardship
following a similar trajectory.”

Tomorrow’s leaders embrace
one-water thinking
Forward-thinking organisations are
positioning water stewardship as both
a means of climate adaptation and a
source of competitive differentiation.
This approach mirrors what Rodrigo
Fernandes, director of sustainability at
Bentley Systems, refers to as one-water
thinking: managing all water sources as
an integrated resource rather than
separate systems - because every drop
counts, every use matters and every
return is a resource.

Fernandes champions integrated
water management across complete
life cycles. “Climate change equals
water change,” he explains. His global
perspective reveals infrastructure
innovation already underway. With
support from advanced digital tech-
nologies, Tanzania can now serve 2 mil-
lion people using groundwater located
through repurposed oil exploration,
while Egypt delivered the world’s larg-
est wastewater treatment plant for
agricultural irrigation.

This movement towards ‘systems
thinking” extends to corporate strat-
egy. Mat Roberts, climate resilience
lead at SLR Consulting, notes that
water footprinting is increasingly mir-
roring carbon accounting, with scope-
one, two and three frameworks.
“We've started looking at water stew-
ardship in terms of direct costs, but
that’s not the full value,” he says.
“When you include environmental and
societal impacts, you can make more
informed investment decisions.”

Technology accelerates this evolu-
tion. Smart-water platforms and digital
twins enable real-time monitoring and
leak detection, and support the plan-
ning of sophisticated infrastructure.

Building resilient

infrastructure now

Research from Culligan indicates that
30% of young people in the UK pur-
chase items in cafes solely to request
water refills, while 20% admit to using
the toilet sinks for this purpose.
Moreover, 7.7 billion plastic bottles are
purchased across the UK annually, with
16 million ending up in landfills, rivers
and oceans every day.
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The sustainable-hydration
movement is starting.
Consumers are moving, but the
infrastructure isn’t keeping pace

L-R: Mat Roberts,
Rodrigo Fernandes,
David Palmer, and
Michael McAuley
discuss water
stewardship with
moderator,

Oliver Pickup

Yet corporate water stewardship is
different to carbon reduction, as
impacts depend heavily on local scar-
cityand ecosystem conditions. Roberts
observes that traditional accounting
methods undervalue water by exclud-
ing indirect costs, including societal
health  impacts and ecosystem
services.

Where UK organisations have acted
decisively, results prove compelling.
Network Rail's partnership  with
Culligan has eliminated more than 3
million plastic bottles through station
refill points. Elsewhere, Thames Water
has installed more than 100 fountains
in London, which have dispensed 2.8
million litres while preventing an esti-
mated 5.6 million bottle purchases.

However, international comparisons
hint at the UK’s potential. Although
research comparing jurisdictions is
lacking, McAuley suggests that Australia
may currently have alead over the UK in
refill-culture development, thanks to
climate factors and public health advo-
cacy. Elsewhere, Paris operates more
than 1,000 publicly owned refill sta-
tions, including options for sparkling
water, and Scotland’s ‘Find My Tap’
website demonstrates effective pub-
lic-sector coordination.

Practical implementation requires
treating water as strategic infrastruc-
ture rather than an operational over-
head. McAuley advocates moving water
provision “from seamless utility to con-
scious choice” by integrating access
throughout workplace and public envi-
ronments. He adds that hydrated
employees demonstrate better con-
centration and productivity, while visi-
ble sustainability infrastructure sup-
ports talent retention among younger
generations who expect environmental
leadership. Water provision also
advances ESG objectives and supports
B Corp certification processes.

Fernandes emphasises efficiency
before expansion, highlighting crucial
trade-offs in water management. "I
don’t like starting conversations around
the need for new desalination plants
without understanding and mitigating
the inefficiencies and water losses we
already have,” he says, noting how
avoiding plastics has, in some cases,
inadvertently increased PFAS (per- and
poly-fluoroalkyl substances) contami-
nation through paper alternatives.

Technology partnerships are essen-
tial for scaling solutions. Water-
efficiency labelling on appliances will
mirror energy ratings, says Roberts,
who adds that smart metering drives
behavioural change. For instance,
studies show an almost 50-litre per
person daily difference between
metered and unmetered usage.
Additionally, Palmer emphasises ret-
rofit opportunities, including integrat-
ing sustainable, urban drainage sys-
tems with green infrastructure
provides multiple benefits beyond
water management.

Practical steps for leaders
For immediate action, leaders should

L

‘__.
conduct  water-risk  assessments,
including climate projections, and
evaluate retrofit possibilities. Start with
efficiency: audit current water usage,
identify leakage points and implement
smart-monitoring systems to optimise
water usage.

Engaging younger employees in
water-stewardship initiatives is also
recommended, as their enthusiasm will
drive organisation-wide cultural change
while supporting retention strategies.

Progressive organisations treat water
access as a visible demonstration of
sustainability leadership, showcasing
environmental commitment to cus-
tomers, employees and communities.

McAuley’s vision extends beyond indi-
vidual organisations. “Water should be
part of the ecosystem where people stay,
work and spend leisure time,” he says.

Water stewardship offers sustainabil-
ity’s most visible win for business lead-
ers. While carbon reduction remains
abstract, water stewardship creates
immediate community value while
building climate resilience.

For organisations still finding them-
selves in deep water over their sustain-
ability strategy, the solution is refresh-
ingly clear: those who act decisively will
keep their heads above water while
competitors sink under the weight of
yesterday’s thinking.

For more
information
please visit
culligan.co.uk/
refill-the-future-
roundtable-2025

REMUNERATION

Tarifls upset
ay packages
or top earners

Remuneration
committees must
consider how ongoing
economic challenges
will impact executive
compensation — or
risk internal and
external backlash

Sam Birchall

hen Donald Trump

imposed sweeping tariffs

on most countries in April,
UK firms were left scrambling to
assess and offset any impacts on
trade or revenue.

Business leaders correctly predict-
ed that the move would lead to sup-
ply chain  disruptions and
inflationary pressures. But the
changes to US trade policy have also
produced many unintended conse-
quences. For one, the uncertainty
brought by tariffs has led UK busi-
nesses to reconsider their approach
to executive compensation.

Most remuneration policies are
ill-suited to rewarding executive
performance during black-swan
events. Executives could be unfairly
penalised (or rewarded) during
these times for company perfor-
mance that is largely determined by
factors beyond their control. To
address this concern, many UK
firms are adjusting their executive

pay practices to fit an operating
environment tarnished by tariffs.

“We’re witnessing first-hand how
remuneration committees across
the energy, industrials, defence,
aerospace, transport and supply
chain sectors are adapting their
strategies to balance performance
incentives with economic realities,”
says Amy Speake, chief executive at
Holmes Noble, a talent advisory and
executive search firm.

Executive pay is becoming a stra-
tegic tool to help firms navigate per-
sistent economic uncertainty,
Speake stresses. “The businesses
weathering today’s challenges most
effectively are those using compen-
sation structures to drive specific
leadership behaviours that are
needed in volatile environments.”

Speake expects businesses to fur-
ther refine their compensation strat-
egies as the business impacts of US
tariffs evolve. “The most for-
ward-thinking remuneration com-
mittees are already planning for
different tariff outcomes and build-
ing flexibility into compensation
structures to adapt quickly to
changing economic conditions.”

Thanks to mounting cost pres-
sures, many firms are rebalancing
executive pay schemes to increase
the proportion of perfor-
mance-based pay, Speake says.
“Companies are becoming more
cautious about raising base sala-
ries,” she explains. “Instead, they’re
focusing on variable pay that avoids
fixed costs but still rewards leaders
when performance goals are met,
even in tough economic conditions.”

Incentive timeframes are also
changing. Global trade tensions
have undermined investors’ confi-
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The businesses weathering
today’s challenges most effectively
are using compensation
structures to drive specific
leadership behaviours

MOST EXECUTIVES RECEIVE ANNUAL CASH BONUSES

Most common forms of executive variable pay in the UK

Annual performance-based
cash bonuses

Performance-based
long-term incentives

Profit sharing

Page Executive, 2025

dence in short-term financial fore-
casting. As a result, remuneration
committees are turning to long-
term incentive plans (LTIPs) tied to
transformation success and opera-
tional resilience, rather than basing
rewards on quarterly or annual
financial metrics.

“Supply chain re-design and resil-
ience has become a central focus,
with executives rewarded for main-
taining on-time delivery perfor-
mance despite logistics challenges,”
Speake explains. “Successful locali-
sation and reshoring initiatives are
now directly linked to compensa-
tion, as are innovation and cost-re-
duction programmes.”

By focusing on these metrics,
companies can reward their leaders
for mitigating the impacts of tariffs,
rather than simply maintaining
profit margins. Satisfying the per-
formance conditions of LTIPs will
not be easy, however. In the current
operating environment, executives
may struggle equally to hit long-
term or short-term targets.

Executive pay has always been a
matter of debate. But the issue is
increasingly contentious in times of
economic difficulties, when so
many employees face stagnant
wages and job insecurity.

According to John Dady, associate
partner specialising in executive
compensation at Aon, a consultan-
cy, businesses affected by US tariffs
should consider adjusting pay
rewards or making the calculations
of those rewards more transparent.
“Boards must be vigilant about the

optics of executive payouts,” he
says. “They will want to avoid hand-
ing big bonuses to bosses while the
rest of the workforce suffers from
layoffs or cost cuts. It’s all about
ensuring that executive pay aligns
with what everyone else in the com-
pany is experiencing.”

Problems can arise when remuner-
ation committees become mis-
aligned with investors. Take the
English Rugby Football Union, for
instance, where executives recently
received significant payouts from an
LTIP at the same time that the
organisation was making staff
redundant. The payouts may have
been based on reasonable metrics,
but a lack of communication about
the process led to backlash from
fans and employees.

“The days of opaque executive
compensation decisions are over,”
says Speake. “Today’s boards recog-
nise that clearly communicating
how executive pay decisions reflect
both company performance and
broader economic realities is essen-
tial for maintaining the confidence
of investors and stakeholders.”

Boards often struggle to adjust
executive pay schemes during peri-
ods of economic uncertainty. But
Dady says that remuneration prac-
tices are less flexible now than dur-
ing other black swan events,
including the Covid pandemic.

“This is because there is no clear
direction - the tariff situation could
change overnight,” he says. Busi-
nesses cannot know with certainty
what will happen in six months, let
alone in three years - the typical
length of LTIPs.

Economic uncertainty aside, alter-
ing executive reward practices is
always fraught with difficulties,
Dady adds. “While boards can adjust
payouts when LTIPs vest, this must
not be perceived as moving the goal-
posts. That could lead to both inter-
nal and external backlash.”

Publicly listed companies are par-
ticularly vulnerable to public criti-
cism of their pay practices, as they
are required to disclose extensive
information on their executive’s

remuneration. Private companies
on the other hand can more easily
adjust their incentive plans without
public or investor scrutiny but may
still face internal backlash if .

Boards should also take care when
granting new shares to executives in
periods of economic uncertainty. If
acompany'’s share price drops, exec-
utives under a share-award scheme
may receive additional shares to
meet a monetary award target
agreed in their remuneration pack-
age. If the share price rebounds,
however, those additional shares
could bring huge payouts, thus per-
petuating the perception that exec-
utives are overpaid and opening the
company to criticism.

Companies must tread carefully,
Dady warns, and undertake a com-
prehensive review of any new pay
structures and bonus awards before
they are introduced. “Balancing the
need to retain and motivate top tal-
ent with the pressure to control
costs and avoid public criticism
requires careful judgement and
clear communication,” he says.

Economic volatility typically
increases the risk of leadership
attrition. Companies must remain
conscious of how their executive
pay schemes are perceived by inves-
tors and other stakeholders in the
face of rising costs. However, they
cannot allow their pay practices to
become uncompetitive, lest they
lose their top brass.

Speake notes: “Boards might
choose to strengthen retention
mechanisms through deferred
bonuses, equity incentives and tar-
geted retention awards, particu-
larly for executives with critical
transformation expertise or supply
chain knowledge.”

Over the years, UK boards have
faced relentless pressure to match
the outsized salaries offered in the
US as a way to retain top talent. But
Dady believes that the UK market is
increasingly attractive given the
political environment in the US.
Boards therefore might feel less
pressure to use high pay to attract
and retain talented leaders. ®
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ARTIFICIAL INTELLIGENCE

Can Al be trusted
to write our laws?

Countries aren’t
just regulating Al,
they’re using it to
write laws and
regulations. This
practice might
already be more
common than
many realise

Tamlin Magee

overnments everywhere
are debating how best to
regulate generative Al - or,

indeed, whether it should be heavi-
ly regulated at all. But, in some
jurisdictions, AI systems are not
merely the targets of policies and
regulations; they are the drafters
and interpreters of laws. Such
developments raise questions
about the allocation of power and
legal decision-making between
humans and machines.

In October 2023, Porto Alegre, the
capital city of Brazil’s southernmost
state, introduced a bill to exempt cit-
izens from paying for a new water
meter in the event of theft. It passed
the city council unanimously. Six
days later, its chief sponsor, Ramiro
Rosdrio, revealed that the bill had
been drafted entirely by ChatGPT.
This sparked a heated debate in the
country about AI’s role in society.

Speaking to the Washington Post,
Rosdrio explained that the bill was
created in a matter of seconds rath-

er than days, as is standard. It was
partly intended to make a point -
that citizens must ready them-
selves for an Al-powered future.
Other legislators have taken simi-
larly symbolic steps. For instance,
CostaRica’scongressused ChatGPT
to draft a law on regulating
ChatGPT, and Ted Lieu, a US sena-
tor, introduced a congressional res-
olution drafted by AI to highlight
his concerns about the tech.

But some countries are more ambi-
tious about the use of Al in legal pro-
cesses. In April this year, the United
Arab Emirates unveiled plans to
implement an Al-driven legislative
system, overseen by a ‘regulatory
intelligence office’. The system will
use Al tooling to both draft laws and
review and amend existing ones. It
will also analyse court rulings and
the application of laws and even pro-
pose amendments in real time.

Al has been causing a stir in the
world of law for some time, says
Charlie Bromley-Griffiths, senior

lakovKalinin via Getty Images -

legal counsel for Conga, a compli-
ance automation company. In 2023,
two Als successfully negotiated a
legally binding non-disclosure
agreement without any human
involvement. “It was completed in a
matter of minutes and the only
human requirement was a signature
at the end,” Bromley-Griffiths says.
And interest in the tech among busi-
nesses and governments has
increased markedly since then.
There are many benefits to an
approach such as the UAE’s, adds
Greg Francis, the CEO of Access, a
global tech-policy consultancy.
“There would certainly be lower
legal fees, you could get legislation
done much faster and, as the UAE
intends to do, you could use Al to
update laws much more quickly.”
Francis says that AI could also be
used to collect more granular data
from law  enforcement. For
instance, an Al system could spot
whether the wrong people were
being picked up in wide-reaching
law enforcement dragnets. Then,
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Legal systems reflect cultural
values, political structures and
risk tolerance — and harmonising
all of that isn’t easy

the law could be tweaked just
enough to “make sure it was applied
to real offenders versus those that
transgressed unknowingly and
were punished unnecessarily”.

When Francis first settled in the
UK, Gordon Brown’s government
had recently decreed that terror sus-
pects could be held in detention for
40 days without trial. Al, he says,
might have helped to prevent such
illiberal legislation.

In the fog of war or a state of panic,
legislators can easily overreach,
Francis notes. Even if it is not used
to draft laws directly, Al may be able
to steady the “direction of travel for
laws, regulation and policies”. Al
systems could help governments to
course-correct, either through par-
liament or an executive body, when
ordinary legislative processes fail or
become vulnerable in the face of
extraordinary circumstances.

Like legal systems, Al systems are
imperfect. Some critics argue that
because they are susceptible to
errors, hallucinations and biases, AI
systems should not be trusted to
draft laws or regulations. Bruce Sch-
neier is a public-interest technolo-
gist and the author of an upcoming
book, Rewiring Democracy, which
investigates how technology and
civics interact. He argues that Al
could help policymakers, many of
whom are chronically under-re-
sourced, to create smarter and more
effective laws. Crucially, it could
help to lessen the influence of lobby-
ists in the legislative process.

Laws are typically written by a
paid intern or based on model legis-
lation provided by lobbyists aiming
to influence policies in their favour,
Schneier explains. Both of these are
flawed processes. “This is just
another flawed process,” he says. “It
has pluses and minuses. But the lob-
byist feedback loop is so disgusting,
it’s hard to do worse.”

He adds: “The downside of [using
Al to draft policy] is that it could
make a mistake that no one notices
-but that’s the downside of the fully
paid intern as well.”

Francis says that Al can be used in
adjudication, as well as legislation,
but applications might differ
depending on the legal system in
use. Judges in common law jurisdic-
tions, such as the UK and the US,
rely on previous court decisions and
legal precedents to interpret or
evolve the law. In civil law jurisdic-
tions, such as the UAE, judges sys-
tematically apply written statutes
to the facts of a case, with little
emphasis placed on legal precedent.

Al systems might be most effec-
tive in civil law jurisdictions, says
Francis. Algorithms can easily be
trained to apply rigid, codified
rules to a legal case. But adjudica-
tion in a common law system
requires nuanced legal interpreta-
tion that balances statues with
practice and precedent. Here, Al
systems might struggle.

Yet it is possible and, in Francis’s
view, desirable for Al to be used in
both types of legal systems. In com-
mon law countries, especially those
with “sclerotic or backed-up case-
loads”, AI could speed up judg-
ments. A machine-based approach
could sharpen needlessly long and
process-heavy adjudication, where
the potential biases of judges might
obstruct the fair application of law.
“There would still be biases with
AlL” he notes. “But you could elimi-
nate bribing, favours, electioneering
and not-so-subtle personal biases.”

Despite the techno-positive senti-
ment, the use of Al in legal process-
es could create significant
challenges in the complex, global
commercial landscape. Inconsist-
ent approaches across countries
could cause headaches for lawmak-
ers and lawyers, for instance.

Imagine an Al used forloan approv-
als, says Bromley-Griffiths. Thanks
to biases, an Al system might reject
applications from certain demo-
graphics. And while some countries
might have regulations to prevent
such discrimination, others will not.

66

The downside of
[using Al to draft
policy] is that it could
make a mistake that
no one notices — but
that’s the downside
of the fully paid
intern as well

Common legal standards are need-
ed to ensure fairness and ethical
treatment across borders, he adds.
But creating such standards would
be complicated. Consistency around
the world would be desirable, but
law is inherently local. What one
country views as fairness, another
might see as overreach, he explains.

“Legal systems reflect cultural val-
ues, political structures and risk tol-
erance — and harmonising all of that
isn’t easy,” Bromley-Griffiths says.
“But we can and should strive for the
baseline principles of transparency,
accountability and non-discrimina-
tion. We won’t get perfect uniform-
ity, but we can build a shared
foundation that respects local
nuance while protecting human
dignity everywhere Al is used.”

Many legal startups are already
using AI tools to write briefs,
research jurors, test court argu-
ments, conduct mock trials and
provide feedback on delivery, says
Schneier. When the technology is
used well, it can be hugely benefi-
cial. But, without effective govern-
ance and training, “the tech
becomes the one in charge”.

“Will AI make the average attor-
ney better? Does it increase access
to justice? If so, that’s fantastic,”
Schneier says. “Or, does it make the
best attorneys better, which further
divides rich and poor? Is technolo-
gy democratising justice or exacer-
bating inequality? There’s never
one answer for that.”

As Rosério’s Port Alegre experi-
ment suggests, Al might already be
used in lawmaking more than any-
one realises. What matters now are
the guardrails erected around it to
ensure that Al is increasing justice,
rather than eroding it. @

EXPERTS WORRY ABOUT THE MISUSE OF Al

Tech leaders’ primary concerns over the use of Al

Data privacy

Other privacy violations

24%

Bias in Al models

Improper testing of Al models

16%

1%

Tech.co, 2025
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Why high-quality B2B
content marketing is a
necessity for your customers.

And your bottom line.

B2B marketing has never
been louder - but audiences
have never cared less.

The Value Dividend aims

to stem the tide. It’s our
manifesto for mastering
content marketing and
making the most of
marketers’ budgets.

Raconteur

Download our guide
and discover:

How to create
campaigns that
overdeliver

¢ How to foster true
engagement

4 How to build trust
with your audience

Ensure your content pays
the value dividend. Download now
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