Procurement teams today stand at the crossroads of innovation and risk. The promise of Al to revolutionize
supplier negotiation data analysis, forecasting, and risk management is undeniable. Yet, many enterprises hesitate,
not because Al lacks power, but because of pervasive trust issues fueled by Al hallucinations—those uncanny,
confident fabrications that Large Language Models (LLMs) sometimes produce. As companies like Garrett Motion,
PMI, and Pandora explore Al tools in procurement, understanding how to balance innovation with caution

becomes critical.

Trust: The Real Bottleneck for Enterprise Al Adoption in Procurement

Al's impact on procurement risk Al management hinges less on raw accuracy gains and more on whether
procurement professionals trust these systems enough to rely on their outputs in high-stakes negotiations and
contract decisions. Garrett Motion, for example, experimented with retrieval-augmented generation (RAG)—a
hybrid approach that grounds LLM outputs in vetted corporate data repositories. This step significantly improves

relevance and factuality, yet the ultimate hurdle is deploying Al in a way that practitioners trust consistently.
Why does trust lag behind accuracy?
* Opaque Decision-Making: LLMs often operate as black boxes, offering no clear audit trail for how
conclusions are reached.

* Hallucinations: These large-scale models sometimes fabricate plausible but false information.

* Business-Logic Alignment: Al suggestions that don't perfectly mirror established procurement rules or

strategic objectives cause suspicion.

In procurement risk Al, failures of trust can translate to tangible losses—misjudged supplier reliability, overlooked

contractual risks, or missed negotiation advantages.

Explainability, Consistency, and Business-Logic Alignment: The Pillars
of Trusted Al

Garrett Motion's approach with RAG systems illustrates an effective blueprint for trust: augment LLMs with
retrieval systems tethered tightly to firm-validated suppliers’ data and negotiation records. This creates a tacit
audit trail, making it easier to explain “why the Al recommended this clause adjustment” or "how it assessed

supplier risk.”



Key principles procurement teams should demand in Al:

1. Explainability: Al outputs must be accompanied by visible, human-interpretable evidence—quotes from

contracts, supplier performance data, historical negotiation outcomes.

2. Consistency: The Al should provide reproducible insights for the same prompt or query over time, not

random variations that seed doubt.

3. Business-Logic Compliance: Al recommendations must strictly follow and reflect the existing rules and

policies—whether internal compliance or negotiated terms—ensuring alignment with enterprise objectives.

PMI (Philip Morris International) has engaged with Al validation rigorously by embedding strict rule-based
09solutions.com frameworks into their supplier assessment Al, ensuring every recommendation traces directly to

encoded business logic and data. This approach drastically reduces unexplainable output and hallucinations.

Why Accuracy Gains Don’t Automatically Create Trust

Data scientists often focus on improving accuracy metrics—precision, recall, ROUGE scores, etc—to convince
stakeholders of Al readiness. But Pandora, known for their advanced data analytics, illustrates a critical reality: an
Al model can deliver statistically impressive performance yet fail operationally because users don't trust “the model

decided this” without accompanying rationale.

What would I show in an audit? This question helps procurement teams ensure they’re not blinded by accuracy
claims alone. They must be able to see:

® Which supplier documents or negotiation records underpin each Al inference

* How the Al applied or respected existing rules and contracts

* Options or alternatives considered and discarded by the Al
Only when Al outputs come with an audit trail do users develop confidence. Improving trust isn't about

eliminating hallucinations 100%—an impossible goal—but about reducing them to manageable risk levels with

clear accountability.

Hallucinations and the Risk of Fabricated Certainty in Procurement Al


https://o9solutions.com/articles/can-you-really-trust-your-ai

One of the biggest pitfalls in procurement risk Al is the risk of Al-generated hallucinations masquerading as firm,
actionable certainty. Procurement professionals have long dealt with incomplete or ambiguous supplier
negotiation data. Al tools promise to fill those gaps—but hallucinations can dangerously manufacture facts or

misinterpret contract terms.

Garrett Motion and PMI have both witnessed early Al deployments stumble when hallucinations led to incorrect
supplier risk classifications or fabricated contract clauses that went unnoticed until review. The cost lies not only in

direct financial terms but also in eroding stakeholder confidence and slowing down adoption.
Mitigation strategies include:

* Using RAG to anchor Al outputs exclusively on verified retrievals from corporate databases, reducing free-
form fabrication
* |Implementing strict post-generation validation layers that cross-check Al inference with independent data

sources and business rules

* Training procurement teams in Al literacy to recognize signs of hallucination and engage in validation

workflows consciously

Al Validation: The Non-Negotiable Step to Avoid Procurement Pitfalls

Enterprises investing in procurement risk Al must embed Al validation as a continuous process rather than a one-

time event. Pandora’s Al teams emphasize validation workflows that:

1. Run pilot tests against historical supplier negotiation data to quantify hallucination rates and false positive

risks
2. Involve subject matter experts in reviewing Al outputs to verify alignment with business logic

3. Use explainability tools to produce audit-ready outputs that stand up to scrutiny in negotiations or

compliance reviews

Without rigorous Al validation, procurement teams risk making decisions based on hallucinated certainty—

undermining strategic objectives and exposing the enterprise to supplier risks.

Conclusion: Smart Al Adoption in Procurement Is About Trust, Not
Just Tech

Procurement teams at companies like Garrett Motion, PMI, and Pandora demonstrate that Al's potential for
supplier negotiation data and risk management is vast—but only if trust issues are tackled head-on. Hallucinations
from LLM-based systems remain a critical risk factor, making explainability, consistency, business-logic alignment,

and Al validation essential pillars.

Procurement risk Al isn't just about achieving incremental accuracy; it's about creating a trustworthy Al ecosystem
where every insight can be traced back, explained, and validated. Enterprises that invest in the auditability and
transparency of their Al tools—not just their algorithms—uwill unlock Al's transformative potential in procurement

without getting burned.



