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This article is a partial transcription 
from Hermann Simon’s interview with 
CEO Talk Radio host Robert G. Barn-
well. CEO Talk Radio was launched 
in January 2011 by Barnwell, a clini-
cal professor at a leading MBA pro-
gram in New York City where he 
teaches two advanced courses on strat-
egy change management and strate-
gic corporate restructuring. Hermann 
Simon is Founder and Chairman of 
Simon, Kucher & Partners Strategy 
& Marketing Consultants. Simon will 
deliver a keynote address entitled “Pric-
ing and the CEO” at the 26th Annual 
Spring Pricing Workshops & Confer-
ence on May 7th in Dallas.

Interview with Hermann Simon: CEO Talk Radio 
 

Barnwell: Today we are talking with 
Hermann Simon, founder and chairman 
of Simon-Kucher & Partners consulting 
and co-author of “Manage For Profit , 
Not for Market Share: A Guide to Great-
er Profits in Highly Contested Mar-
kets” which is available at Amazon.com, 
Barnes & Noble, Borders, and any num-
ber of independent bookstores near you. 

Hermann, welcome to CEO Talk Ra-
dio and many thanks for joining us to-
day and sharing your insights. I recently 
read a study from Bain or perhaps it was 
Booz & Company that found that com-
panies in highly volatile industries tend 
to have higher profits than those in more 
mature businesses, which I would assume 
are those most likely to fall into the trap 
of competing for market share. If you 
would, could you tell us what prompted 
you and your co-authors to pursue the re-
search around the break down in the tra-
ditional thinking around the correlation 
between market share and profitability? 

Simon: Firstly, you are absolutely right. 
Higher volatility means higher risk. And 
higher risk typically comes with higher 
profits. That refers to the average not to 
the one at the lower tail of the distribu-
tion. We observed time and again that 

managers pursue market share. They 
want to dominate a market. In the worst 
case they even want to kill the competi-
tion. This is based on the erroneous as-
sumption that market share drives profit. 
But this causality is weak. We distin-
guish between bad market share which is 
conquered by aggressive prices and leads 
to low profits and good market share 
which is earned by innovation, value-to-
customer, quality and leads to good prof-
it margins. We are against bad market 
share and big fans of good market share. 

Barnwell: Before we get to the basics of 
the “how to”, can you share with us the 
benefits we should expect by success-
fully transforming our senior leadership’s 
focus from market share to one of profit-
ability?

Simon: Profit is the cost of survival, as 
Peter Drucker said. Long-term profit 
orientation is the only reasonable ob-
jective function for a company. Why? 
Because it is the only function which 
observes both the cost and the revenue 
side of a business. And it’s very clear 
that companies which are truly profit-
oriented fare better in the long-term and 
survive longer. We see whole countries 
who have fallen into the trap of market 
share or volume maximization. Japan is 
the most notable case. For years Japanese 
companies have the lowest profit margins 
among industrialized nations. And you 
see where Japan is standing today. 

Barnwell: Those are a powerful and per-
suasive set of benefits. So now let’s take 
a closer look at the first two of the four 
phase framework you provide for suc-
cessfully making the transition from a 
market share to a profit focused strategy. 
The first phase deals with changing the 
mind-set of the company and its senior 
leaders and the second phase is around 
getting hold of the right data and infor-
mation. What are the individual goals 
and activities that we should be focusing 
on during each of these first two stages?

Simon: Changing the mindset is prob-

ably the most difficult part. It starts 
with truly understanding what profit is. 
This may sound trivial, but it isn’t. Ask a 
manager how much more he has to sell 
to recover a discount of 20%. You will 
usually get 20% as an answer. In typi-
cal cases the correct answer is 100%, 
because with 20% discount you sacrifice 
half your contribution margin. Thus you 
must sell twice the volume to achieve 
your old profit level. Another important 
aspect is to get rid of the aggressiveness 
of managers. We should be softer on 
competitors, we talk of peaceful compe-
tition and, maybe, tougher on customers. 
Data and information is indispensable 
for the best decision. With the Internet, 
scanners etc. we have a vastly better basis 
for price decisions, for example. But are 
we using it? Many managers even don’t 
know (or don’t want to know) what data 
nuggets they have at their disposal. This 
has to change.

Barnwell: Alright. The final two phases 
are phase three, pursue your profit op-
portunities, and phase four, protect your 
profit. Again, what goals and activities 
should we be focusing on during each of 
these final two phases? 

Simon: Phase relates to implementa-
tion, to action, to doing. Knowing is one 
thing, doing is more challenging. A spe-
cial aspect in pricing is courage. If I raise 
prices I can never be sure what happens. 
Do I lose too many customers? The same 
for price cuts? Will they attract enough 
new customers? Pricing is always a high 
risk game which is nothing for chicken-
hearted types. Top management plays a 
key role in this phase. It must stand be-
hind the actions. Protecting profits re-
quires that you avoid traps such as ingra-
tiating yourself with customers. Yes, we 
want happy customers, but not customers 
that are happy with our price. A very im-
portant factor for profit protection are the 
right incentives for the sales force and the 
management. And price communication 
shouldn’t be underestimated. The same 
price can be perceived very differently 
depending on how you communicate it. 
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