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The Magic Word: Pretium
The relationship between price and val-
ue is not a new concept. In fact, it dates 
all the way back to the ancient Romans. 
Prof. Dr. Dres. h.c. Hermann Simon 
is the Chairman of Simon-Kucher & 
Partners, former professor of business ad-
ministration and marketing at the Uni-
versities of Mainz and Bielefeld, and 
author of Hidden Champions, Power 
Pricing and Beat the Crisis. Contact 
him at www.hermannsimon.com. 

On a recent trip to Rome I de
cided to visit the Colloseum. 
I was once again amazed 
at the astounding skills of 

the Romans. Shortly thereafter, I came 
across further evidence of the Roman’s 
incredible intellect. Although I learned 
Latin in school, I never learned the Latin 
term for price, which is pretium. Not a 
big surprise. Yet when I looked up the 
word, I was astonished to read that preti-
um also means value. In other words, the 
Romans had the same word for price and 
value: pretium = value = price. This is a 
very accurate way of describing the core 
of every economic transaction!

I’ve been dealing with the topic of pric
ing for over forty years now. During this 
time, I’ve been asked a thousand times 
what I think is the most important as
pect of price, price management and 
price policies. My answer was always: 
the value. Or, to put it more precisely, 
the value perceived by the customer, i.e. 
the customer value. The willingness to 
pay of customers and thereby the price 
targeted by the seller are always just a 
reflection of the perceived value or ben-
efits of a product – nothing more and 
nothing less.

Giving two sides of a transaction the 
same word, the Romans understood the 
fundamental connection from the very 
beginning. If you interpret the word ver
batim, value and price are the same. In
terestingly enough, Latin gives us a sec

ond linguistic meaning that goes in the 
same direction. Pretium facere (literally: 
make the price) also means, ask for a 
price (from buyer) and offer a price (from 
seller). A transaction takes place only if 
the buyer and seller can agree on a com
mon price. 

This intrinsic understanding of value and 
price as well as supply and demand is a 
good starting point for grasping and ap
proaching pricing problems. Let’s first 
look at how people understand pricing. 
Everywhere I turn, I hear people com
plaining about prices. The lowestprice 
product always comes out on top. Many 
suppliers of highquality products feel 
defeated amidst the lowprice craze. This 
attitude will get them nowhere. If some
one complains to me about tough price 
competition, then I ask them what added 
value and benefits they offer that their 
competitors don’t. Most of all, I ask what 
value and benefits their customers actu
ally perceive. The usual response: silence. 
I firmly believe that businesses and pri
vate consumers are willing to pay premi
um prices in return for higher value. En
ercon’s wind turbines are approximately 
20 percent more expensive than those of 
their competitors. Still, Enercon has a 
market share of 60 percent in Germany. 
Why? Because of the economic advan
tages and the top accessibility they offer, 
which also lead to higher returns. Miele 
is also able to charge about 20 percent 
more than its competitors due to better 
quality, higher reliability and durabil
ity – in one word: higher value. When 
Gillette launched its threeblade Mach3 
razor, it charged 50 percent more than 
its most expensive product at the time, 
the Sensor Excel. Since then, new prod
ucts have entered the market with even 
higher prices. Throughout it all, Gillette 
has gained the largest market share in 
its 50year history. The reason is clear: 
higher customer value! Of course, to 
communicate the advantages of the new 
blades, Gillette did invest significantly in 
advertising. Apple for that matter didn’t 
become the highest valued company on 
the stock exchange with a reputation of 

selling products for low prices, but with 
a reputation of selling high value. In
novation, design, brand, system integra
tion – these are the value creators that 
Apple has employed with enormous 
success. They are also the value creators 
that technically more advanced compa
nies such as Sony have failed to utilize. 
I won’t even go into the topic of luxury 
goods which are literally being grabbed 
from the hands of manufacturers. No, 
companies that have problems asking for 
profitable prices should first ask them
selves what is wrong with their value. 
The chances are good that this is the root 
of their problems.

In other words, the word pretium teaches 
us that we first have to determine the 
value of our offering. This requires us do
ing three things:

•	Create	value:	A	challenge	for	innova
tion, material procurement, product 
quality, design, system integration, ser
vice, etc. 

•	Communicate	value:	This	involves	
making statements about the product, 
its positioning and its brand policy; also, 
packaging and presentation are critical 
aspects of value communication. More 
and more valueoriented providers are 
selling products and services in their 
own stores to retain control over the 
“communicative value chain”. 

•	Maintain	value:	This	takes	place	in	the	
postpurchase phase. For luxury products 
or consumer goods such as cars, main
taining the value can contribute tremen
dously to the current willingness to pay. 

In many of my recent speeches I’ve talked 
about the history of the magic word pre-
tium. Audiences have been very interest
ed in this topic and often said that they 
would take my message to heart and ap
ply it to their business. It would be wise 
of us all to do this. Pretium = price = 
value. This is an indispensable but simple 
insight, one for which we should still be 
thanking the ancient Romans. 




