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service and manufacturing industries around the world, and outlines the most 
important lessons for managers. The three main areas at a glance are: pricing 
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What It Takes to Become a Price Champion  

“When it comes to the prices we pay, we study 
them, we map them, we work on them. 
But with the prices we charge, we are too 
sloppy!” complained the CEO of General 

Electric, Jeffrey Immelt, in 2006. 

In 2011, Simon-Kucher & Partners asked over 3,900 high-level 
decision makers from all major service and manufacturing in-
dustries around the world how they set their prices. Almost half 
of the respondents from Europe, the US and Asia are from com-
panies with more than one billion euros in sales; C-level execu-
tives account for one-third of the respondents. The U.S. alone 
produced 643 respondents. The main findings in a nutshell: Not 
everyone gets what they deserve. And weak pricing cuts profits 
by 25 percent.

Pricing specialists know that pricing is the most important profit 
driver. But how much do managers actually know? Do they get 
the money for the value they deliver? What are the differences 
between the United States, Asia, and Europe? How do industries 
such as logistics and telecommunications differ from financial 
services? 

In cooperation with PPS and the IE Business School in Spain we 
conducted the largest pricing study ever with remarkable results. 
One thing has not changed since 2006: Some companies are still 
sloppy. But there are also those who have done their homework 
and become excellent pricers. Some countries and several indus-
tries outperform others and offer best practice examples. The key 
question is: How do you become a price champion?

This article will present the findings of the Global Pricing Study 
2011 and then outline the most important lessons for managers. 
The three main areas at a glance are:

1. Pricing power is still untapped
65 percent of the companies are not able to charge the prices 
they deserve.
Only 35 percent of the companies have sufficient pricing power 
to achieve the “right” price for their products/services. 
Low pricing power is costly. It cuts profits by 25 percent.

Chemicals (14 percent) and transport & logistics (19 percent) 
have the lowest pricing power.
Brand and product value are the primary drivers of high pric-
ing power.

2. Price wars continue
46 percent of companies think they’re in a price war.
The extent of price wars differs greatly by country and indus-
try; the Japanese market has by far the highest level (84 per-
cent), followed by Italy (69 percent) and Spain (65 percent).
83 percent of companies in a price war blame competitors for 
starting it.

3. The inflation threat is underestimated
Companies get only half of what they expect when they try 
to raise prices.
Only about one-third of the companies are able to achieve at 
least 75 percent of the originally planned price increase.
Telecommunications (25 percent) and life sciences (29 percent) 
have the weakest performance when it comes to implement-
ing price increases.
68 percent of the companies plan to increase prices below or 
in line with inflation; given the poor price implementation 
performance, this will not be enough.

Pricing power untapped
Pricing power is the ability of a company to get the market prices 
it deserves for the value it delivers to its customers. Those compa-
nies can charge a premium even in a commoditized or competi-
tive market. In other words, pricing power is a key capability and 
essential to protect profits. In turbulent times like these and given 
the generally poor price performance, many companies can’t af-
ford to lose even a few percentage points of profit. 

Only one-third of the study respondents has sufficient pricing 
power and knows how to turn value into money. The remaining 
65 percent of companies admit to having only very little or no 
pricing power, which is why it’s clear from the beginning that the 
target price cannot be achieved. This weak performance is costly 
because it cuts profits by one-quarter. 
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Industries and countries vary considerably in this regard. Chemi-
cals (14 percent) and transport & logistics (19 percent) have the 
lowest pricing power. Pharmaceuticals (53 percent), construction 
(49 percent) and consumer goods (47 percent) are ranked best. 
Construction was surprising. It encompasses a wide range of 
industries – including construction materials and construction 
services. We know many of these companies. Generally speak-
ing, they aren’t particularly professional about pricing, but there 
are some very intelligent ones that are able to make money. This 
could have to do with the fact that they sell brand-name con-
struction materials. 

That pharmaceutical companies outperform the others doesn’t 
come as a surprise. It’s in the genes of pharma players to exploit 
the potential of products to the maximum extent. Already at the 
R&D stage are they beginning to think about the pricing and 
market access strategy for their new product – often seven to ten 
years before the drug reaches the market. This contrasts strongly 
from the transport and logistics industries where, for example, 
companies are trying to fully utilize their logistics network, only 
to find themselves in fierce competition and price wars. In the 
end they often give away their services close to marginal costs. 
Pharmaceutical companies have patent protection, they avoid 
price wars and aim to maximize profits rather than market share 
– these are simple things. But being in a particular sector does 
not mean you are fixed to a level of profitability. In all industries 
there are large groups of companies with high pricing power. It 
is up to other companies to become price champions and gain 
entry to these groups. 

At 27 percent, the automotive industry is in the bottom half of 
the pricing power sector table. But Porsche, for example, has very 
good profit margins at 20 percent compared to the industry aver-

age, which is far below 10 percent. This is because at Porsche they 
start thinking about value and price in the first stages of the in-
novation process. In the early days (and even today in many com-
panies), engineers built cars and only afterwards were the prices 
set. Margins dropped, because cars were fully loaded, costs were 
high and the customers were not willing to pay the price for all 
included features/value. Now car manufacturers ask themselves 
six or seven years ahead whether the customer will be willing to 
pay for various aspects of the car – and if not, they leave them 
out. They oftentimes coordinate engineering and marketing in 
the innovation process so that they don’t end up with an over-
engineered or over-valued product.

How do the countries perform? Battered markets such as Spain 
and Italy are the weakest countries when it comes to pricing 
power. Companies in Poland (44 percent), the US (43 percent) 
and France (40 percent) are ranked best. They more often achieve 
market prices that are in line with the value they offer. 

What distinguishes the power pricers from the low performers? 
The primary drivers for high pricing power are customer value 
and brand. Every company has the ability to achieve high pricing 
power. If a company can offer its customers real value and com-
municate that through a top brand, this will translate into mon-
ey. Unfortunately, in many cases managers deceive themselves 
and excuse the weak performance of their company by blaming 
others: 71 percent of the study respondents point the finger at 
tough competition as the source of their monetization woes. 36 
percent of the managers place the blame on customers and state 
that their customers are very consolidated and have tremendous 
negotiation power. But oftentimes the company’s own product 
assortment is guilty: “We sell a commodity product.”

These are all excuses that avoid getting to the bottom of the 
problem. Poor pricing performance is not a question of fate; it is 
largely up to each company to decide whether it follows the road 
toward becoming a pricing champion and achieving higher prof-
its than its peers or the road toward price wars with ruined price 
levels. Our detailed analysis of almost 4000 companies reveals 
that there are no structural reasons for the major monetization 
weaknesses. The study identified three fundamental causes that 
make the difference: Insufficient monitoring, a lack of pricing 
know-how and poor strategies. The results prove that power pric-
ers do their basic pricing homework and have a different mind-
set. They simply avoid the biggest mistake: focusing strictly on 
market shares and volume. The key piece of advice is therefore 
to start with strategic goals and assess the right price strategy. 
You have to ensure you are clearly focused on profit instead of 
volume or market share. By redirecting the whole organization 
towards pricing power and making it one of the top KPIs, suc-
cessful companies achieve higher profits and perform better in 
many aspects. The fate of those who mainly focus on volume and 
market share is illustrated by the study results, too. They get tied 

About the Global Pricing Study 2011
The Global Pricing Study 2011 from Simon-Kucher & Partners 
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up in price wars.

Market share 
obsession leads to 
price wars
46 percent of companies 
state that they are engaged 
in price wars. The vast ma-
jority of managers from 
those companies (83 percent) 
blame their competitors for 
triggering them  – although 
statistically this is almost 
impossible.

Leading the country com-
parison with 84 percent, 
Japan is by far the most 
militant market, followed by 
Italy (69 percent) and Spain 
(65 percent). Japan is not a 
big surprise. Almost by tra-
dition, Japanese managers 
mainly focus on volume and market share. The result is fatal: 
Industrial enterprises in Japan have by far the lowest returns. 
Industries with a disproportionately large share of price wars 
are construction, energy & utilities, chemicals, industrial goods 
and automotive. Managers from the pharmaceutical, biotech and 
medical technology industries are smarter and engage less in price 
wars (only 36 percent). 

In general, price wars are sparked by an unhealthy obsession with 
market share and volumes. The majority of respondents in this 
study describe their industry as volume oriented. In particular, 
decision makers from automotive, travel & hospitality and logis-
tics go for volume. One respondent pointed out: “If you ask your 
people to strive for volume, you should not be too surprised when 
you end up in a price war.” The effect of price wars on profits is 
disastrous for all sides. There are no winners— except the cus-

tomer. Avoid price wars if at all possible. Managers should strive 
for profit, not for market share.
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So far, pricing has been neglected by many companies. With infla-
tion around the corner, they will pay the price: The survey find-
ings reveal that the vast majority of companies are able to achieve 
only half of their targeted price increases. That means you only 
get 53 percent in the end, although you wanted 100 percent. This 
is why managers urgently need to set higher targets right from 
the beginning. Only 36 percent achieve at least three-quarters of 
their originally planned price increase. The telecommunications 
industry is clearly below average at 25 percent, but the US with 
31 percent is also weak when it comes to price implementation.

Lacking experience, managers use the inflation rate as a bench-
mark for price increase tar-
gets. 68 percent of managers 
plan to increase prices be-
low or in line with inflation 
rates. Using the inf lation 
rate as a benchmark is fatal 
for those who are weak in 
price implementation. This 
won’t be enough. They’ll 
probably end up paying the 
difference. Only the con-
struction, industrial goods 
and transport & logistic 
industries plan to increase 
prices above the inf lation 
rate. 

To cope with the inflation 
risk, pricing know-how dis-
tinguishes the smart compa-
nies from the low perform-
ers. They improve their price 

Figure 1

46% of managers consider their company to be in a price war, and 83% of 
those blame competitors for starting it

� Industries with a dis-
proportionately large share 
of price wars4�������������'�
energy/utilities, chemicals, 
industrial goods, automotive

� Japan is the country with the 
most ongoing price wars 
�Z@JX

No
54%

Yes
46%

ZJ
/J

83% Other companies

We did – intentionally
We did – unintentionally

Is your company 
currently engaged 

in a price war?

Who started the 
price war?

Companies with low pricing power primarily blame others (aggressive competitors, customers), even 
though value and brand lies in their own hands.

75%

49%

17%

10%

low pricing power

J��8�����������

high pricing power

20%

28%

71%

36%

Our brand is well known/
strong brand positioning

We sell a premium 
product

We operate in a profit-
oriented competitive 
environment

Our customers are 
fragmented/don't have 
much negotiation power

Our brand is unknown/
weak brand positioning

We sell a commodity 
product

We operate in a very 
price-aggressive
competitive environment

Our customers are very 
consolidated/have tremendous 
negotiation power

Reasons for

Figure 2: Brand and Product Value Are the Primary Drivers of High Pricing Power
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Figure 4: Systematic Preparation Pays Off

implementation performance and set 
high targets for price increases which 
take that performance into account. 

How to plan and increase  
prices systematically
Although price increases are essential 
for survival in inflation periods, this 
study showed that most managers 
are insecure about how to plan and 
implement price increases. There are a 
few steps though that can help man-
agers. First and foremost, you need 
a consistent and systematic process 
for pricing. For every single activity 
companies have detailed processes 
with descriptions and explanations, 
but when it comes to price increases 
many don’t exactly know what to do. 
They need a process. 

Start with the price increase targets, select the right instruments, 
prepare the price increase and, finally, execute it. The entire pro-
cess must be supported by systems tools and data; as always, you 
have to monitor the result. That may sound like a no-brainer. But 
many companies have no clue about the real net effect of a price 
increase. Why? Because price increases are often accompanied 
by “goodies”, discounts, give-aways, customer-friendly payment 
terms, etc. Many fail to factor in the effect of these customer-
friendly measures.

The pricing process involves several detailed steps and activities. 
Selected aspects – strategy and leadership, price instruments, and 
surcharges – are described below.

Strategy and leadership
Disproportionally small price increases do not work. Research has 
demonstrated and analyzed this more numerous times. Compa-
nies often think they are extremely smart to pursue the follow-
ing strategy: They make smaller price increases than needed or 
than the competition 
is applying, then com-
bine that with higher 
advertising spending, 
and hope for higher 
profits through high 
volume in shares. This 
strategy does not work 
out in reality. In fact, 
there is yet to be a sin-
gle case in which this 
really led to success. 
Companies should 
not settle for lower 
prices; they must fight 
for the necessary in-
creases. At the end of 
the day, volume and 
market share will not 
save you. 

When it comes to price implementation, companies must know 
how what their execution success rate is and set their price in-
crease targets accordingly. It may sound easy to set price increase 
targets. The CEO calculates the cost increases, and that’s what 
the sales team has to implement. In many cases it is really done 
that way. But what is often forgotten is the price implementation 
or price execution success rate. As companies achieve on average 
only half of their planned price increase, managers need to develop 
specific price increase targets by product, category, segment etc.

Price instruments
Besides the classical list price increase, there are tens or perhaps 
even hundreds of price instruments available. The key is to go 
through the list of possible instruments, analyze which one fits 
your specific situation the best and then make a conscious deci-
sion as to which instruments to take – be it discounts, shorter 
payment terms, smaller package sizes and so on. Let’s take a look 
at a package-size portfolio. The price of a one-liter bottle is known 
by many. Almost nobody overestimates it. Customers have a much 
lower price awareness of the small pack and more importantly, 50 
percent overestimate the price. The solution is clear: Don’t touch 
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Figure 3: Price Increases – A Systematic Process
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the one liter pack and apply a disproportionally high increase 
for the small pack. This is a general message that applies to B2B 
as well as B2C companies: Different price increases by product/
customer groups based on the level of price elasticity. 

Introducing a surcharge is another alternative. Many airlines 
have already gone too far with that instrument, but in other in-
dustries there is still a lot of potential. Why do surcharges make 
sense? Because the surcharge elasticity was and continues to be 
significantly lower than the elasticity of the base price. Rather 
than introducing surcharges across the board and blindly, the 
idea is to think broader, to be creative, and find price elements 
with high acceptance and low elasticity.

Preparation and communication are key
Companies often ask whether they should be the first ones to 
make a price move. If a company is or wants to be the leader of 
an industry, then it must make the first move and set the anchor 
price. Studies, scientists and Nobel Prize winners have revealed 
that nothing is more influential in determining the outcome as 
setting the initial price or, if you will, the anchor price. As you 
can’t be sure that your competition is doing the right thing, make 
sure that you are the first one to set and communicate the an-
chor. Many but still too few companies are doing that. When you 
knock at your client’s door and ask for higher prices, the clients 
are already informed, they already know about the price change, 
and the bad news has already been communicated. 

Execution and implementation 
Price implementation is the job of sales. But it is also true that very 
often sales is struggling with this task. Either they only manage to 
implement a small part of the planned price increase or they give 
away goodies and discounts in exchange for the price increase; 
the bottom line is that nothing has been achieved. 

What can be done to improve the price implementation? Simple 
on-top incentives have consistently provided great results — on 
top money that is only granted if certain price implementation 
targets have been achieved or overachieved. 

Let’s take a concrete example. A sales rep had a revenue base of one 
million. He managed to raise the price by five percent, which was 
two percent points more than the minimum price increase tar-
get, in this case three percent. Two percent points means 20,000. 
Out of this 20,000 he got 25%, which is 5,000. The remaining 
part went to the company. The pay-out was on a quarterly basis, 

and only after the clients had paid their bills with the increased 
price levels. There was no negative cash effect for the company, 
no need for budgeting anything. That’s a real a win-win situation. 

When applied in a test group, this group achieved a 36 percent 
better price execution rate than the control group which did not 
receive any on-top incentive. In the meantime, this type of in-
centive has been applied all over the world. It works everywhere. 
Some details have to be adjusted, but the principle is identical. 

After having gone through the different steps of the process, it is 
important to underline once more that this systematic approach 
not only pays off, but also is a must to achieve good results. Look 
at these two real case examples below. Both of them are in B2B 
business, the same industry, one followed the systematic pro-
cess, the other announced the price increase and just scraped by. 
Based on detailed data of both companies, it is clear that both 
were striving for a similar price increase: around seven percent. 
At the end of the day one achieved 1.2 percent, the other one 
6.3. That is a plus of 425 percent. That clearly proves the success 
of a systematic approach.

Recommendations and Lessons Learned
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than volume or market share. Introduce pricing power as a 
new KPI.
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services.

3. Improve pricing expertise in sales, marketing and manage-
ment. 

4. Consider pricing implications already when developing new 
products.
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implementation and setting high price increase targets.




