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Pricing is a powerful language. 
Higher prices can signal different 
things: that a product or service 
is more valuable to customers 

than that of the competition or that a 
company’s costs are going up. 

As with other languages, achieving flu-
ency requires day-to-day experience. A 
select number of companies can speak 
the language of pricing like a native. 
They do this not by accident but by care-
fully developing the right strategy, execu-
tion tactics, tools and insights, and orga-
nization. 

These efforts yield impressive results.

Pricing-fluent companies are sig-
nificantly more successful than their 
peers when it comes to enforcing 
pricing increases, as recent research 
shows. As a result of such wins, they 
achieve profits that are 3 to 8 percentage 
points higher than those of companies 
that do not speak the language of pricing 
fluently.

The Challenges of Pricing
To understand the pricing challenges 
that companies face and the approach-
es that fluent pricing organizations use 
to achieve superior results, The Boston 
Consulting Group, in partnership with 

http://www.pricingsociety.com
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http://www.pricingsociety.com/AMS2015
http://www.pricingsociety.com/chicago2016
http://www.pricingsociety.com
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Figure 1: Fluent Pricers Achieve Higher Profits

the Professional Pricing Society, sur-
veyed pricing executives at major compa-
nies from around the world in a variety 
of sectors, including industrial goods, 
technology, consumer, energy, financial 
services, and health care. Nearly half of 
the companies had annual revenues of $1 
billion or greater. 

Across industries, the survey revealed a 
number of important gaps in the basics 
for many companies. 

Strategy
More than half of the companies we sur-
veyed do not have a well-defined pricing 
strategy in place. Even when a company 
does have a pricing strategy, in many 
cases it is not aligned with the company’s 
business goals or is not communicated 
and known across the organization. Said 
one respondent, “A high priority for us 
over the coming year will be to define 
and communicate a clear pricing strategy 
across business units to provide strong 
guidance in pricing decisions. We lack 

that now.”

Execution
Many companies we surveyed struggle to 
achieve greater profits from their offer-
ings. Typically, we find, pricing models 
vary significantly by industry. For exam-
ple, large-scale industrial goods compa-
nies commonly use project-based pricing, 
where subscription-based businesses of-
ten use bundling. Regardless of how they 
price, about two-thirds of companies up-
date their prices only once or twice per 
year. Others have trouble tracking prices 
and ensuring that they realize the prices 
they set. “We need to stop giving prices 
to our smallest customers that are lower 
than those we give to our key custom-
ers,” said a respondent. 

Tools and Insights
Approximately 80 percent of companies 
we surveyed struggle to put in place the 
analytics necessary for effective pricing 
moves. Said one respondent, “We need 
a better understanding of competitive 

pressure on specific market segments and 
better tracking tools to understand top-
line pricing all the way to gross prices.” 
Industrial goods companies have the 
most problems in this area; they show 
the lowest scores in tools and insights 
across the industries we surveyed. 

Organization
Many companies lack people with the 
right skills and training to make pricing 
a source of competitive advantage. Com-
panies also grapple with where to place 
the pricing function inside the organiza-
tion and how centralized it should be. 
Others wrestle with the size and leader-
ship of the pricing organization. 

Said one executive, “We have too few 
people for the pricing tasks at hand, and 
many projects get shelved indefinitely. 
This also stops us from taking the time 
to work on strategic projects, as the team 
is constantly fighting fires.” Often, com-
panies lack a sufficient number of dedi-

http://www.pricingsociety.com
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Figure 2: Fluent Pricers Outperform in a Number of Areas
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cated pricing employees. “Many people 
are involved in pricing, but no one owns 
it,” said one respondent. 

How Leaders Became  
Fluent in Pricing
The results of our survey confirm ob-
servations from daily work with clients: 
fluent pricing organizations look and act 
differently from their less-fluent peers. As 
companies move up the ladder of pricing 
fluency, from reactive pricing to dynamic 
pricing, they achieve increasing profit 
gains. (See Figure 1). For example, 74 
percent of the most fluent pricing organi-
zations have successfully increased prices 
to improve margin, compared with 39 
percent of the less fluent companies. 

Some industries and countries are ahead 
of the curve in pricing fluency. Nonethe-
less, companies in every industry and 
country have huge potential to improve. 
Even those that are more fluent in pric-
ing still have room to create additional 
value. Organizations of all stripes can 
take the following critical steps to create 
the highest profit gains. 

Craft a Pricing Strategy  
that Creates Value
Admittedly, there is no silver bullet: for-
mulating, communicating, and embed-
ding a pricing strategy takes time. Yet 
almost all of the most fluent pricers sur-
veyed have put in place a well-defined 
and well-communicated pricing strategy 
that is fully aligned with their business 
strategy and objectives. (See “Pricing 
Fluency: A Program for Pricing Excel-
lence,” BCG article, December 2009.) 

These organizations tend to have a value-
based pricing strategy focused on aspects 
such as willingness to pay, and they dif-
ferentiate prices on the basis of geogra-
phy and customer segment about twice 
as often as those with a more “founda-
tional” approach based on elements such 
as costs. 

Consider the case of a global specialty-
chemical company with $20 billion in 
revenues and a complex portfolio com-
prising more than 17,000 possible com-
binations of customers and products. The 
company served a diverse set of indus-
tries, with significant variations in price 

sensitivity, and it faced strong pressure 
from the sales organization not to in-
crease prices. In response, the company 
developed a pricing strategy based on 
an analysis of value-based factors such 
as customers’ willingness to pay, prod-
ucts’ market share relative to that of the 
competition, the level of product differ-
entiation, and customers’ focus on value 
versus prices. An analysis revealed that 
the company’s products were appropri-
ately priced, but better price realization 
was possible in some areas. The com-
pany used this information to design a 
customized pricing strategy targeted to 
individual combinations of customer 
segments and products. As a result, the 
company improved its profit margin by 7 
percentage points. 

Execute in a Consistent and 
Forward-Looking Way
The best pricers in any industry experi-
ment with alternative pricing mecha-
nisms to a greater extent than their 
peers. About 70 percent of the best pric-
ing organizations use alternative models, 
compared with about 40 percent of the 

http://www.pricingsociety.com
http://https://www.bcgperspectives.com/content/articles/pricing_consumer_products_pricing_fluency/
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http://https://www.bcgperspectives.com/content/articles/pricing_consumer_products_pricing_fluency/
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less fluent companies. For instance, in 
the technology industry, the most suc-
cessful pricers are almost twice as likely 
as other companies to use rapidly grow-
ing service-pricing models, such as SaaS 
(software as a service). Across industries, 
fluent pricers are also much more likely 
to use licensing, auctioning, and other 
more-advanced approaches, in addition 
to the usual approaches of unit and proj-
ect pricing.

The most fluent pricers also consistently 
track the actual price realized compared 
with what they planned to achieve, tak-
ing into account elements such as dis-
counts, rebates, and payment terms. In 
addition, they use price realization as a 
part of compensation for the sales team, 
in addition to volume and revenues, 
three times more often than the less flu-
ent companies. (See Figure 2). 

For a technology hardware and servic-
es company in the U.S. with $2 bil-
lion in revenues, a closer look at price 
realization was revealing. Although 
the company had clear pricing guide-
lines in place, it offered much higher 
discounts to smaller accounts than to 
its key customers. This approach lowered 
profitability and created dissatisfaction 
among customers. Consequently, the 
company changed things: it now makes 
price realization a part of compensation, 
to ensure that the sales force adheres 
to discounts for both key accounts and 
smaller clients. 

Invest in Effective  
Tools and Insights
The best pricing organizations invest in 
advanced analytical solutions to make 
decisions. For example, 67 percent of the 
most fluent pricing organizations invest 
in specialized software, compared with 
48 percent of the less fluent companies 
surveyed. Many of the best pricers use 
advanced data-manipulation and visual-
ization tools such as those from Alteryx 
and Tableau Software. Many are track-
ing sophisticated metrics such as price 
realization, elasticity, and profit “leak-
age.”

That said, complex standardized soft-
ware is not the be-all and end-all solu-
tion. Even simple decision-making tools, 
coupled with the right strategy and in-
sights, can create enormous value. An 
Asian manufacturer of automotive sup-
plies with €3 billion in revenues in Eu-
rope, for instance, created a step change 
in pricing with a minor investment in 
market data and a simple database tool 
that consolidated competitive informa-
tion from disparate sources – including 
online price data from web crawling, off-
line price data from scanners, and online 
and off-line market-share information. 
Once combined into a usable form, the 
data proved invaluable: the company 
is now able to adjust prices for product 
categories on the basis of the competitive 
intensity of the market – something it 
wasn’t able to do before. 

Build the Right Organization
To be effective, pricing employees require 
a diverse set of skills, including soft skills 
in influence and motivation and hard 
analytical skills in pricing. The most flu-
ent pricing organizations offer employees 
pricing training to help them succeed: 
60 percent of the best organizations train 
employees two or more days per year on 
pricing; only 30 percent of the less fluent 
companies could say the same. 

We find that a “learn, do, teach” ap-
proach is the best way to build these 
skills. In this approach to learning, train-
ing participants to master pricing con-
cepts and strategies, and they eventually 
become “pricing coaches” who take their 
knowledge to the broader organization. 
Game-like simulations have also proven 
valuable. The manufacturer of automo-
tive supplies mentioned previously put in 
place a comprehensive training effort in-
volving a pricing war-game exercise that 
simulated decisions involving trade-offs 

of price and volume, with correspond-
ing effects on sales volume, market share, 
and profitability. Particularly interesting 
were the negative effects that downward 
price moves in one country could have 
on clients in other countries, a common 
issue in international pricing. 

Fluent pricers also treat the pricing orga-
nization as a strategic business partner. 
The pricing organization is no longer 
seen as an administrative support center; 
instead, it is on the radar of senior man-
agement. The function leads decision 
making on the most important pricing 
dimensions, such as setting new prod-
uct pricing, developing pricing strategy, 
and executing 360-degree competitive-
intelligence gathering. Our survey results 
indicate that organizations treating pric-
ing as a strategic business partner gener-

ate incremental profit gains of 1 to 2 
percentage points from this organiza-
tional dimension alone. 

To effectively embed pricing deci-
sion making in the organization, we 
find that small companies with about 
$500 million in net revenues typical-
ly need a pricing team of at least five 

full-time people (even smaller core teams 
can rapidly generate the business case for 
more resources to be added). With in-
creasing company size, this number in-
creases. Midsize companies with net rev-
enues of $500 million to $5 billion need 
5 to 14 full-time pricing employees at a 
minimum, and larger companies need to 
invest in an even higher level of dedicat-
ed resources. 

Pricing fluency is a hard-won but invalu-
able skill. Just as with other languages, 
becoming fluent in pricing requires sev-
eral building blocks. 

By carefully developing the right pric-
ing strategy, execution tactics, tools and 
insights, and pricing organization, any 
company can significantly boost its pric-
ing fluency. Putting all these elements 
together takes time and effort but can 
create extraordinary value. 

Fluent pricers also treat the 
pricing organization as a 
strategic business partner.

http://www.pricingsociety.com
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Value in the QSR Industry:  
It’s About Being Special, Not Better

In this article, the authors examine the 

difficulties pricers face defining value 

in the quick service restaurant (QSR) 

industry because of the complexities 

involved in QSR purchasing decisions. 

Although this article is focused specifi-

cally on challenges in the QSR industry, 

it provides insights into creating, com-

municating and capturing value that 

can be applied by pricers in numerous 

industries. Paul Hunt is President of 

Pricing Solutions. He can be reached 

at phunt@pricingsolutions.com. Greg 

Thomas is Vice President of Pricing 

Research and Analytics at Pricing Solu-

tions. He can be reached at gthomas@

pricingsolutions.com.

“V alue” is an easy word to 
say in any industry. We 
all know you have to 
create it, communicate 

it, and capture it. The challenge lies in 
defining and quantifying that value. Few 
industries face a more difficult challenge 
than the quick service restaurant (QSR) 
industry, because a QSR purchase deci-
sion is surprisingly complex, even if con-
sumers don’t perceive it that way.

The quality of the food is paramount, 
but many other factors contribute to the 
overall value: cleanliness, location, speed, 
consistency from restaurant to restau-

rant, bundles and portion sizes, brand 
image, service, breadth and variety of the 
menu, and last but not least, the coun-
terweight on the other side of the scale: 
price.

This is common knowledge in the in-
dustry: it is extremely hard to build a 
model to optimize prices and capture 
all the potential interactions when 
consumers decide whether and what 
they want to buy. With so many vari-
ables in play, it can be hard to get the 
buy-in you need to convince managers 
or franchisees that the prices your model 
recommends really reflect consumer’s 
willingness to pay and influence their 
behavior.

Two other factors compound the prob-
lem. First, like any other industry, QSR 
operators love to have a loyal following. 
But a “loyal” customer for any restau-
rant still probably spends the majority 
of his or her money at competing res-
taurant chains. It comes as no surprise 
that five of the top 10 most visited stores 
in the United States belong to the QSR 
or food/beverage categories: McDonalds 
(48.4% of consumers in March 2015), 
Subway (37.4%), Starbucks (31.8%), 
Burger King (19.9%), and Taco Bell 
(19.5%).

Then there is the issue of franchised 
stores versus company-owned ones. Un-
like Starbucks, which has very uniform 
prices across its network of company-
owned stores, a QSR headquarters can 
generally make only pricing recommen-
dations to franchisees rather than set 
binding prices.

The “uncommon” knowledge in the 
QSR industry, however, is that the 
same factors which drive complexity 
also create opportunities for differ-
entiation. No QSR, even one with the 
high traffic numbers of a Subway or a 

McDonald’s, can be everything to ev-
eryone. The solution lies in being very 
special to someone, and then pressing 
that competitive advantage once it is es-
tablished. The number of variables in a 
potential model means that a restaurant 
chain has many opportunities to be far 
and away the best at something, or some 
narrow combination of factors.

This solution has both qualitative and 
quantitative aspects.

On the qualitative side, QSRs define 
a customer benefit by owning a mes-
sage (e.g. consistency, service, or per-
haps breadth of menu such as Sonic’s 
drink combinations). They can also cre-
ate a perceived leadership on a menu 
item (think milk shakes at Shake Shack 
or Blizzards at Dairy Queen). Subway 
combines a narrow focus on a menu item 
with an additional benefit (health). In 
our increasingly fragmented world where 
shared routines are fewer and fewer, 
QSRs can also strive to own an occa-
sion (“you deserve a break today”, break-
fast, late night, etc.). The effort to find 
what you should own begins as a brand-
ing exercise rather than a pricing one. 
But it will ultimately become the source 
of pricing power as the chain builds its 
menu around this core advantage.

Combining the qualitative and quantita-
tive aspects into a successful menu pric-
ing strategy requires a special set of ca-
pabilities. You need the skills to conduct, 
interpret, and apply market research, and 
complement them with storytelling skills 
to create awareness, attract customers, 
and support your brand’s message. The 
winning solution combines hard data 
on a narrow focus with a strong message 
which establishes and supports the value 
proposition. This creates the platform for 
pricing power. It is the winning recipe 
for creating, communicating, and cap-
turing value in the QSR industry.

http://www.pricingsociety.com
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Getting prices in the market and 

achieving sustainable profits requires 

innovation, manufacturing compe-

tencies and cost competitiveness. Some 

European countries have violated all 

three conditions. Only if they improve 

on all three, which is a long-term pro-

posal, they will be able to sell sufficient 

volumes and get profitable prices in 

international markets, as this article 

explains. Hermann Simon is Founder 

and Chairman of Simon, Kucher & 

Partners Strategy & Marketing Con-

sultants. His book on the German 

Mittelstand (Hidden Champions  of 

the 21st Century) has been published 

in 25 languages. Simon is delivering a 

keynote presentation entitled “Pricing 

and the CEO” at the PPS 11th Annu-

al Global Pricing Workshops & Con-

ference on 4 December in Amsterdam. 

He can be reached via www.simon-

kucher.com.

Not Innovative and Not Productive:  
The True Causes of Southern Europe’s Predicament 

CONTINUED ON NEXT PAGE �

Figure 1: European Patents 2011 for Selected Countries

Southern European countries face 
a very difficult situation. Many 
people there point their fingers 
to Northern Europe, especially 

Germany. Is Germany the kill-joy for 
some of its Southern neighbors? The 
real problems of non-competitive Eu-
ropean countries lie in fundamental 
weaknesses with regard to innovation, 
manufacturing base and cost competi-
tiveness. These problems in turn necessi-

tate low prices. Even low prices may not 
be enough because the manufacturing 
base is simply not there. The roots of this 
predicament are deeply rooted in history 
and cannot be solved in the short-term. 

Innovation
Let’s first look at innovativeness. While 
not a complete measure, patents are the 
single most relevant indicator of innova-
tiveness. Figure 1 shows the number of 
patents granted by the European patent 
office for selected European countries. 

The differences are staggering. First, 
we compare the large countries. On 
a per capita base Germany has more 
than twice as many European patents 
as France, four times more than Italy, 
and five times more than the UK. Swit-
zerland is even better than Germany 
and Sweden is on a par. With 381 pat-
ents Spain only attains less than 3% of 
Germany in absolute numbers and one 
twentieth in per capita terms. Greece 
and Portugal are even weaker. As the col-
umn “change since 2002” shows things 
have not improved much over the last 
ten years. If anything, the absolute dif-
ferences between the innovation leaders 

and the laggards are getting bigger. 

In 2002 Spain had 11,048 fewer patents 
than Germany, by 2011 this difference 
has grown to 13,202. The additional 
difference in 2011 alone is 2154 patents 
or 5.6 times the total patent output of 
Spain. A lack of innovative products 
means that a country has to export 
commodities which are always ex-
posed to severe price competition. The 
results are small or even negative mar-
gins.

Manufacturing base
The ability to profit from the strong 
growth in international trade, espe-
cially within emerging countries largely 
depends on a country’s manufactur-
ing base. Figure 2 illustrates the share 
of manufacturing in the gross domestic 
product (GDP) on the horizontal axis 
and the trade balance (=exports minus 
imports) on the vertical axis. The year is 
2011.

Not surprisingly we find a strong cor-
relation between manufacturing base 
and trade balance. The more a country 
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The new wave of today is to rebuild the 
manufacturing base. This is the right 
direction to go, but it will take years. 

Figure 2: Manufacturing Base And Trade Balance

CONTINUED ON NEXT PAGE �

produces the more it can export, the less 
it needs to import. We see that the dif-
ferences in the manufacturing base are 
huge. Germany’s manufacturing share in 
its GDP is roughly twice that of France, 
the UK and the US. Among the Medi-
terranean countries only Italy comes 
close to Germany. In the past Germany 
was scolded for retaining its production 
orientation and its inability to switch 
more rapidly to a service economy – as, 
for instance, the UK and the US did. 
But there is a fundamental difference 
between production and services with 
regard to the location of job creation. 

The US, the UK and France have excel-
lent service companies. But where do 
Starbucks, McDonald’s, Hilton or Ac-
cor create new jobs? They do this mostly 
in Beijing, Mumbai or Sao Paulo where 
they open new stores or hotels, but not 
in their home countries. With produc-
tion, however, a country can profit from 
the growth in emerging countries and 
still create jobs in the home market. For 
instance, the 1300 Hidden Champions 
of Germany created 1 Million new jobs 
in the last ten years, of those 360,000 
were in Germany. 

The new wave of today is to rebuild the 
manufacturing base. This is the right 
direction to go, but it will take years. 
It’s not just a matter of setting up a new 

plant; you need suppliers and you have 
to train people. World-class manufactur-
ing requires a deep and complex infra-
structure. 

A second difference between manufac-
turing and services concerns the pay 
level. Many service jobs require low skills 
and thus the salaries are low. Product 
differentiation is difficult and pricing 
power is low. A large part of the manu-
facturing jobs require sophisticated skills 

which come with higher salaries. These 
salaries can be paid because high qual-
ity products – as made in Germany – get 
high prices. 

Cost competitiveness
After the introduction of the Euro in 
2002 the time of restoring a country’s 
competitiveness by devaluating its cur-

rency every two 
or three years was 
definitely over 
within Euroland 
(actually the Euro 
rates were already 
fixed as of Janu-
ary 1, 1999). Were 
this obvious fact 

and its consequences understood and ob-
served? Figure 3 shows the development 
of the unit labor costs between 2000 and 
2012 for France, Germany and Spain. 

The unit labor costs capture productiv-
ity and wages. If productivity goes up 5 
percent and wages go up 4 percent unit 
labor costs decrease by 1 percent. Un-
believable as it may seem the unit labor 
costs have been going up continuously in 
France, as if nothing had changed with 

the introduction of the Euro. 

By the end of 2012 French unit labor 
costs were 30.8 percent higher than in 
2000. Spain learned its lesson the hard 
way as of 2009 but is still 21.8 percent 
higher than in 2000. And Germany: 
unit labor costs are just up 10.8 % over 
the twelve years covered in the figure. 

Overall in the Eurozone these costs are 
up 24.0 percent since 2000. It is beyond 
my understanding how any country 
could go on as usual after the introduc-
tion of the Euro. But as we see it has 
happened and the results are here today. 
It is needless to say that the countries 
with high unit labor costs have ruined 
their price competitiveness. They must 
both lower their salaries and increase 
their productivity to become price com-
petitive again. 

Conclusion
The facts shown in the three figures are 
the real roots of the misery in many 
European countries. And what makes 
things even more worrisome: it is very 
difficult to change these factors. If we 
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have not improved much over the last ten years. If anything, the absolute differences between the 
innovation leaders and the laggards are getting bigger. In 2002 Spain had 11,048 fewer patents than 
Germany, by 2011 this difference has grown to 13,202. The additional difference in 2011 alone is 
2154 patents or 5.6 times the total patent output of Spain. A lack of innovative products means that 
a country has to export commodities which are always exposed to severe price competition. The 
result are small or even negative margins. 
 
Manufacturing base 
The ability to profit from the strong growth in international trade, especially within emerging 
countries largely depends on a country’s manufacturing base. Figure 2 illustrates the share of 
manufacturing in the gross domestic product (GDP) on the horizontal axis and the trade balance 
(=exports minus imports) on the vertical axis. The year is 2011. 
 
Figure 2: Manufacturing base and trade balance 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Not surprisingly we find a strong correlation between manufacturing base and trade balance. The 
more a country produces the more it can export, the less it needs to import. We see that the 
differences in the manufacturing base are huge. Germany’s manufacturing share in its GDP is roughly 
twice that of France, the UK and the US. Among the Mediterranean countries only Italy comes close 
to Germany. In the past Germany was scolded for retaining its production orientation and its inability 
to switch more rapidly to a service economy – as, for instance, the UK and the US did. But there is a 
fundamental difference between production and services with regard to the location of job creation. 
The US, the UK and France have excellent service companies. But where do Starbucks, McDonald’s, 
Hilton or Accor create new jobs? They do this mostly in Beijing, Mumbai or Sao Paulo where they 
open new stores or hotels, but not in their home countries. With production, however, a country can 
profit from the growth in emerging countries and still create jobs in the home market. For instance, 
the 1300 Hidden Champions of Germany created 1 Million new jobs in the last ten years, of those 
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Figure 3: Unit Labor Costs 2000-2012 for France, Germany And Spainlook back at the patents over the last 
ten years not much has changed. If 
anything, the lead of the countries in 
Northern Europe has become more pro-
nounced. 

Rebuilding the manufacturing base will 
take years, if it is at all possible when we 
consider the new competition in Eastern 
Europe and in more distant emerging 
countries. And restoring the cost com-
petitiveness requires measures which are 
very difficult to implement in a demo-
cratic society as the cases of France and 
Italy show. 

Only when “reality” takes over and no 
choice is left, as in Spain, Portugal, and 
Greece, costs will come down – with 
extreme hardship for the people in these 
countries. Spain, for instance, now has 6 
million unemployed (ca. 13% of a popu-
lation of 47 million). This creates a po-
litically explosive situation. 

Getting prices in the market and 
achieving sustainable profits requires 
innovation, manufacturing competen-
cies and cost competitiveness. 

Some European countries have violated 
all three conditions. Only if they im-
prove on all three, which is a long-term 

proposal, they will be able to sell suffi-
cient volumes and get profitable prices in 
international markets. 
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360,000 were in Germany.1 The new wave of today is to rebuild the manufacturing base. This is the 
right direction to go, but it will take years. It’s not just a matter of setting up a new plant; you need 
suppliers and you have to train people. World-class manufacturing requires a deep and complex 
infrastructure.  
 
A second difference between manufacturing and services concerns the pay level. Many service jobs 
require low skills and thus the salaries are low. Product differentiation is difficult and pricing power is 
low. A large part of the manufacturing jobs require sophisticated skills which come with higher 
salaries. This salaries can be paid because high quality products – as made in Germany – get high 
prices.  
 
Cost competitiveness 
After the introduction of the Euro in 2002 the time of restoring a country’s competitiveness by 
devaluating its currency every two or three years was definitely over within Euroland (actually the 
Euro rates were already fixed as of January 1, 1999). Were this obvious fact and its consequences 
understood and observed? Figure 3 shows the development of the unit labor costs between 2000 
and 2012 for France, Germany and Spain.  
 
Figure 3: Unit labor costs 2000-2012 for France, Germany and Spain 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The unit labor costs capture productivity and wages. If productivity goes up 5 percent and wages go 
up 4 percent unit labor costs decrease by 1 percent. Unbelievable as it may seem the unit labor costs 
have been going up continuously in France, as if nothing had changed with the introduction of the 
Euro. By the end of 2012 French unit labor costs were 30.8 percent higher than in 2000. Spain 
learned its lesson the hard way as of 2009 but is still 21.8 percent higher than in 2000. And Germany: 
unit labor costs are just up 10.8 % over the twelve years covered in the figure. Overall in the 
Eurozone these costs are up 24.0 percent since 2000. It is beyond my understanding how any country 

                                                           
1 See Hermann Simon, Hidden Champions of the 21st Century, New York: Springer 2009 and Hidden Champions 
– Aufbruch nach Globalia, Frankfurt: Campus 2012.  

http://www.pricingsociety.com

