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Introduction
The most urgent management challenge of our time is to combine innovation and marketing into
one unified process. Even the best marketing can’t save a company that fails to innovate. On the
other hand, even the most innovative ideas will flop if companies do not understand the value of
their products and establish that value profitably. Combining these two functions gives you the best
odds of escaping the oppressive price and competitive pressures that plague today’s markets
around the globe. It gives you the best chances to generate the profit that continuously fuels further
innovation and ensures long-term survival.
Peter Drucker once declared that business has only two functions: innovation and marketing. The
logic behind his statement is intuitively simple. In the ideal firm, the research and development
teams create new products and services. Some will become breakthroughs, while others represent incremental yet valuable improvements. Marketing then enters the picture. The marketing
teams entice customers to buy those products, generating enough revenue to make a profit. These
profits fund the next innovations, and the cycle continues.
There is one problem with that ideal view. It isn’t working.
The reality is that most new products flop. The respondents in our Global Pricing Study 2014 revealed that 72% of the new products they have launched within the last five years have failed to
achieve their profit targets. Even worse, one-fourth of the companies in the survey said that not one
single new product or service met its profit targets.
Many of the flops make headlines. Think Segway. Think Apple Newton or New Coke. But the serious
damage lies behind the headlines. It occurs in the financial statements these companies release
months and sometimes years later. It occurs in the minds of millions of frustrated employees who
walk the hallways and work in the labs at thousands of companies who poured their energies into
a new idea, only to see most potential customers ignore it or reject it.
Does the solution lie with innovation, perhaps by improving the quality of the products or the manufacturing process? Or is the solution on the marketing side, which needs to do a better job of defining and communicating the innovation’s value? After all, the best marketing cannot save a poor
product, and a great product may struggle to overcome poor marketing.

What if you could double your chances for a successful product launch?
That might sound too good to be true. One additional finding from the Global Pricing Study 2014
shows that it isn’t. That finding leads us to suspect that the problem with successful innovation —
and therefore its solution — may lie with a widespread misconception. Many companies act as if
they believe that innovation and marketing are separate and sequential processes. We feel that
belief is mistaken.
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If you want to launch a new product successfully — and avoid frustrating flop after flop — your
chances of success double when you treat innovation and marketing not just as parallel processes,
but as interconnected processes, each supporting the other right from the start of new product
development.
This insight matters. The need for new products, and the pressure on them to succeed, has never
been greater in today’s precarious market environment. Our Global Pricing Study, which included
detailed responses from 1,600 respondents in 40 countries and across all major industries, revealed four key insights[1]:
1. Market conditions are oppressive and are forcing companies
to seek new profit opportunities
2. Innovation is the only way to escape these pressures
3. Most new products fail to meet profit targets, putting companies’
profits and survival at risk
4. The “best” companies launch profitable innovations and thrive despite
these oppressive market conditions, because they integrate marketing
into the innovation process right from the beginning
In short, companies around the world are making the right choice by investing in innovation to
offset or sidestep pricing pressures. But their failure to combine innovation and marketing into one
unified process ultimately cuts their success chances in half, and leads to a large number of profitdraining flops. They miss their profit targets because they neglect or ignore key pricing and
marketing activities until it’s too late. This puts their short-term profits and long-term survival at risk.
Fortunately, some companies have succeeded in combining innovation and marketing throughout their product development processes. Roughly 10% of the respondents in our study fell into
the category we simply call “Best”. Their C-level and senior executives get more involved in pricing
and innovation and provide clear strategic guidance and direction for these functions. The “Best”
have dedicated pricing organizations with clear roles and responsibilities. They integrate pricing
and marketing in their innovation processes right from the start. These companies also use customized tools and software that allow them to measure and understand value better and faster.
Of course you cannot snap your fingers and suddenly make your organization best-in-class at
integrating innovation and marketing into one powerful process. The full transformation is a journey
which can take between three and five years. This journey also requires a top-down commitment
throughout. We recommend that you start that journey now by taking several actions that can have
a swift and positive impact.

1

Around 1,600 managers – including over 600 executives – from more than 40 countries provided detailed online
responses for this year’s Global Pricing Study. Simon-Kucher & Partners conducts the study every two years in
collaboration with the independent Professional Pricing Society (PPS).
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What do we recommend that C-level executives do right now?
1. We have six recommendations:
2. Make new product development your priority
3. Include pricing, value, and market experts in every new product development team
4. Set aside enough money for research to measure customer value and willingness to pay
5. Start attending occasional milestone meetings in your new product development process
6. Empower, even incentivize your team to kill new products if it’s clear they
will not meet their profit targets
7. Kill one or more products yourself!

Getting started is urgent. Chapter 1 of this book documents and describes the oppressive market
conditions that have prompted companies to take evasive action — in the form of innovations —
instead of confronting those pressures head on. If you are going to innovate yourself out of this
situation, you should make matters better, not worse. Chapter 2 shows that companies have recognized the urgent need to change how they compete by launching innovative or differentiated
products. Chapter 3, though, makes it clear that nowadays most of those products fall far short of
expectations.
What needs to change so that innovation and marketing work in sync? You will find that answer in
Chapter 4, where we describe exactly what happens when a company combines innovation and
marketing into that powerful, unified force. What philosophy guides these companies? What do
their managers and executives do differently? How did they make the transition to become one of
the “Best”? And what impact did these changes have?
In Chapter 5, we will provide you more specifics on how to implement the six short-term recommendations we made above. These will help you start the transformation to a company where the
goal — and the reality — is that successful products are the rule, not the exception.

6

PROFITABLE INNOVATION I Georg Tacke, David Vidal, Jan Haemer

e-books

1. Do you need a prayer session before your next price increase?
Investor Warren Buffett once famously called pricing power “the single most important decision in
evaluating a business.” He went on to give a very explicit definition for the term “pricing power”.
“If you’ve got the power to raise prices without losing business to a competitor, you’ve got a very
good business. And if you have to have a prayer session before raising the price by 10 percent,
then you’ve got a terrible business.”[2]
How are companies performing against Mr. Buffett’s criterion today? Apparently they are praying
more than they would like to. The Global Pricing Study 2014 revealed that pricing power has
plunged since 2012 to its lowest level in the last 5 years. This is not for a lack of desire. It turns out
that companies want to raise prices, but the majority struggle.
On average, companies in the study achieved just 37% of the price increase they aimed for, as
Chart 1 shows. Put another way, for every 5% of price increase companies try to implement, they
are netting only 1.9%. This is likewise the lowest level we have ever measured in our studies. Two
years ago in our last Global Pricing Study, companies achieved half of their targeted price increases
on average.

Figure 1: Companies in the study achieved just 37% of the price increase they aimed for ‒
very low price power

2

Remarks made before the Financial Crisis Inquiry Commission in February 2010, as reported here and by other
sources: http://www.bloomberg.com/news/2011-02-18/buffett-says-pricing-power-more-important-than-goodmanagement.html
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In a region with an extended period of low inflation, this message may seem less urgent. When
costs rise by 2%–3% annually, a company can absorb them for some time. In the medium term,
however, the inability to raise prices will eat up profits. Raising prices is a skill which requires
practice and refinement just like any other skill. Skipping a turn when inflation is low will cause this
skill to erode. Companies in high-inflation regions or that are heavily dependent on commodity
inputs know just how important it is to keep their price increases skills well honed.
Those companies that wanted to go for a price increase of more than 10% fell far short of that goal
on average. Those that aimed for more modest price increases were somewhat more successful,
but still did not come close to meeting their targets.

Oppressive market conditions: There are many devils in the details
The respondents in the Global Pricing Study 2014 made it acutely obvious that selling conditions
for just about any product have gotten worse over the last two years. Downward pressure on prices
is at very high levels. When asked whether they have experienced increasing price pressures in
the last two years, 83% of the respondents said “yes”.
If we had asked them whether they faced “high” pricing pressure, we would have expected the
result to be nearly unanimous. The 83% means that the already high pressures of previous are
getting worse for the vast majority of companies across all industries and all regions.
Where do these pressures come from? Based on our study and our own day-to-day work with
clients, we would say the source is about evenly split between the customers and the competitors.
In the B2B world, procurement continues to become more professionalized, meaning more and
more companies bring to bear skill and expertise in an effort to drive down prices or achieve the
most favorable price-value relationship. In both the B2B and B2C worlds, the enormous transparency
created by the internet lets people compare prices almost instantly with ease. The ability of customers to seek and find lower prices improves with every new software program and every new
smartphone app. Chart 2 reveals in more detail how the respondents described the sources behind the increasing price pressures.
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Figure 2: Downward pressure on prices is at an all-time high

Reflecting the continued penetration into our shopping lives — both on the business and consumer
side — 36% of the respondents attributed the higher pressures to this increased price transparency.
Greater negotiation power of customers stood out for 39% of the respondents. The most frequently
cited reason, however, was low-price competition, either from new attackers or from incumbents.
One unfortunate side effect of this low-price competition is the prevalence of price wars. Managers
continue to follow an almost primordial urge to start them, and then blame others for starting them.
Some 58% of the respondents said they are currently engaged in a price war. Another 19% said
that a price war is raging in their industry, but it has not affected them. These figures vary by country
and by industry, but in most cases the numbers of respondents actively involved in a price war are
robustly high around the world. Japan is an outlier, with around 80% of its companies currently in
price wars, as you can see in Chart 3. This reflects an age-old cultural focus on market share and
volume at the expense of a more profitable balance.
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Figure 3: Price wars are common, and it’s “always the others’” fault

Juxtapose that number with the findings on how these price wars started, and you see one of the
most eye-opening findings we have seen since we began conducting the Global Pricing Study in
2011. Roughly 89% of the respondents engaged in price wars said that their competitors started
it! Only about 5% took responsibility for starting the price war on purpose, while a roughly equal
number of respondents said they started the price war accidentally.
It is not possible for the “other guy” to have always created a pricing mess in a market. Yet it is easy
to blame the “other guy” in the midst of such a profit-sapping price battle. No one wants to stand
up and say “oops”. The truth is that blame often lies with both parties — the perceived attackers
and their perceived victims — and that many price wars result from tactical miscalculations or communications mistakes, often subtle ones.
Pricing is the easiest element of the marketing mix to change. And as any salesperson will tell you,
a price cut is easier to implement than a price increase. Raising prices is an important skill which
remains underdeveloped at many companies. This deadly combination makes it all too tempting
for managers to use lower prices as a tactical weapon in conditions which instead call for them to
defend prices or raise them.
Together, all of these factors conspire not only to raise price pressures today, but also give us little
confidence that these pressures will subside anytime soon. On the contrary, we expect matters to
get even worse.

10
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How bad is it? Two stories from the trenches
Imagine a sales meeting which begins with this brief overview:
“We are getting pinched on both sides. We are seeing evidence that our key market segments are
now facing tighter budgets, and this has put pressure on demand. Yet we can’t tap into new segments, because competitors are undercutting us with products that are ‘good enough’ and making
our prices look out of line. It’s hard for me to see how we can avoid price cuts.”
That might sound familiar to any salesperson on the front lines of a market in which growth is slowing
and the pipeline of new products is slim. The problem is that we have cobbled that overview together from the conditions that many luxury goods companies are facing.
For many luxury goods companies, weakness in China and Russia have cut into the demand they
have enjoyed in previous years. Some companies such as Tag Heuer and Richemont, which carries
the Cartier brand, recently cited this as a factor which is hurting their overall sales growth. Meanwhile, increasingly powerful competitors are launching “affordable premium” brands.
Luxury goods companies are suddenly hesitant and careful about pricing, and seem to have diminishing pricing power. If that is true for them, you can imagine what conditions must be like in
markets where points of margins are far more precious and competitive pressures much higher.
That is the situation that many logistics and transportation companies face, as the second case
shows.
One company in the European ground transportation sector put itself under sales pressure by
telling its teams that it could not afford to lose a single customer. Being in an asset-intensive business, the company has high fixed costs to cover. This creates an urgency to get and keep every
euro they can. It makes the perceived loss all the more painful when a customer switches to a
competing service.
Furthermore, the company sells almost all of its services locally, which makes centralized pricing
adjustments less meaningful. They get “lost in translation” as sales teams try to implement them.
When the directive came down recently to raise prices in Europe by 4%, the results seem almost
obvious when you take the urgency (“don’t lose any customers”) into account, as well as the fact
that the business is local.
The company netted just 0.8%, or roughly 20 percent of what it wanted.
It is clear that market conditions are oppressive. And if you take Mr. Buffett and the findings from
the Global Pricing Study 2014 literally, then almost all businesses nowadays are “bad businesses”
in need of frequent prayer sessions.
This begs one urgent question: what is the way out? Prayer is definitely not the answer. Innovation
is the right answer, and the respondents in our study know it. In the next chapter, we will describe
why innovation is the best way to get around the deteriorating market conditions.
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2. Change the basis of competition
One of our clients has a mantra which guides many of its strategic decisions. More than just a
slogan, it became a decision criterion for them on how to enter a new market, launch a new product,
or change their approach to sales and distribution. Teams would openly discuss and debate
whether the new idea would “change the basis of competition.”
That same mantra provides the escape route for companies suffocating under the oppressive
pricing conditions we described in the Chapter 1. To their credit, companies have recognized that
launching new products is by far their best option to escape these pressures and re-establish their
pricing power.
When asked how they planned to fight or survive amid those pressures, a large majority of respondents (77%) said they planned to introduce new, innovative, or differentiated products. These are
their means to change the basis of competition.
Second on their list — but well below the ideas of innovation and differentiation — came cost reduction efforts (47%), a reasonable response which may improve margins in the short term, but does
nothing to improve, enhance, or rebuild its pricing power and its skills and capabilities for raising
prices. Next on the list were a series of initiatives aimed at changing either internal or external perceptions about value and price. You can see the breakdown in Chart 4.

Figure 4: Innovation is by far the best way to escape oppressive market conditions
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All of these are valid and potentially effective responses to rising price pressures and declining
pricing power, but the overwhelming message is clear: companies need to take something new to
market if they want to escape these pressures over the medium and long term. This harkens back
to Peter Drucker’s message at the outset of our book, that a company only needs two functions:
innovation and marketing.
Changing the basis of competition won’t happen unless a company changes from within. Innovation
requires not only ideas and planning, but also investment. Many companies have recognized that
and have increased the amount of resources they dedicated to new product development. L’Oréal
said that its research expenses increased by 8.4% from 2012 to 2013, and thus increased as a
percentage of sales from 3.5% to 3.7%.[3] The global life sciences powerhouse Novartis said in
August 2014 that it increased its spending on in-house R&D by 5.6% last year to $9.85 billion.[4]
The company said it needed the extra expenditures to overcome patent issues and because they
are more exposed to price pressures. Some of their drugs treat broad disease classes, such as
diabetes or hypertension, which are also treated by many drugs already on the market.
The chipmaker Intel has long recognized the same need. It bucked the severe belt-tightening trend
in 2008 and 2009 by increasing its investment in new products during the worst recession since
the Great Depression.
“Our company philosophy is that you cannot save your way out of a recession,” an Intel spokesperson said. “People do not want to buy technology that is two years out of date when we come out
of the recession. Intel continues to invest in R&D despite the downturn.”[5]
Intel may have learned that lesson the hard way. In his article “The Risk of Not Investing in a Recession”, Pankaj Ghemawat describes what happened over 30 years earlier in the market for
computer chips: “… in the aftermath of the 1974–1975 recession, U.S. competitors in semiconductors took their collective foot off the investment pedal while Japanese competitors didn’t.”[6]
Ghemawat later notes that market shares in one chip segment shifted so much in favor of the
Japanese, because the failure of US companies to invest in a timely fashion compounded itself.
Once they fell behind, the US manufacturers never recovered in that segment.
As top companies increase their investment in R&D, expectations also rise. The increase in investment requires bigger returns. The pressure goes up not only to create and develop new ideas, and
also to bring them to market profitably. This reinforces the need to perform innovation and marketing
work in parallel and in concert, so that the new product will reach enough customers at a profitable price. The amount of money invested is not sufficient if the products aren’t winners.
The automotive industry has long shown that a process of continual innovation leads to higher
prices, as the total package of value to consumers steadily increases. The industry also demonstrates that innovations don’t always need to result in remarkable step changes in prices. Volkswagen
3
4
5
6

http://www.loreal.com/Finance.aspx?topcode=CorpTopic_Secondary_Medias_FinanceNews&id=944
http://online.wsj.com/news/articles/SB10001424052702303802104579453092985730948
http://www.itpro.co.uk/614728/intel-were-coming-out-of-recession
http://sloanreview.mit.edu/article/the-risk-of-not-investing-in-a-recession-2/
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has added valuable features to its Golf product line since the late 1990’s. They made the car itself
much larger and introduced an array of features ranging from safety (airbags) to comfort (air conditioning and power windows) to performance (a direct shift gearbox). Prices increased by a compound rate of roughly 2% per year, which sounds modest until you realize that it translates into a
40% increase in prices over the last 15 years.
The value progressions has been even more consistent for one of the most popular vehicles in the
United States, the Ford F-150 pickup truck. It has also historically ranked as the best-selling pickup
truck. Since 1973, the company has added meaningful improvements and innovations with every
new generation. Back in the 1970’s and 1980’s, these included features drivers now take for granted,
such as anti-lock braking systems and power mirrors and windows. Ford has also increased the
price of the F-150 by a compound annual rate of 4.3% since 1973. The manufacturer’s suggested
retail price (MSRP) for an entry-level truck was just over $4,000 in 1973. An entry-level model for
the 2015 trucks costs $25,420. Ford also worked hard over the years to communicate that value
to consumers. In September 2003 it announced a $100-million advertising campaign — the largest
in the history of the company by far — to support the next generation of the F-150.[7] To this day
its television commercial provide specifics around the truck’s advantages along many dimensions,
including towing power, comfort, and fuel efficiency.
Companies know that innovation is the one true solution to escaping oppressive market conditions. Many companies back this up with real commitments to R&D in order to generate ideas
which will change the basis of competition.
Yet as we said in our introduction, the majority of new products flop. In Chapter 3 we will look in
greater depth at why that happens.

7

Hakim, Danny, “New Campaign for the F-150” New York Times, August 29, 2003
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3. Far too many new products are flops
Product failures are nothing new. If you put “biggest product flops” into Google you will get 1.2
million hits, and see screen after screen of “Top” lists from many sources.
The spectacular ones make business headlines and end up as comedy fodder. The sad truth is
that most product failures aren’t spectacular. They don’t warrant headlines or jokes. But their negative effects on morale, on reputation, and on profits and business prospects can be just as devastating.
The Global Pricing Study 2014 revealed a surprising finding about innovation and flops. Nowadays, flops are rule, not the exception. When asked about whether their products are meeting their
profit targets, the respondents provided data which answer that question with a resounding “no”,
as Chart 5 below shows. No region and no major industry is safe from these trends, as Chart 5
makes clear. Even more troubling is the finding that one-fourth of all companies confirmed that not
a single one of their new products in the last five years has met profit expectations.

Figure 5: Flops are the rule, not the exception, and no region or industry is immune

Yes, companies had the right idea when they decided to invest in innovation and try to change the
basis of competition in their markets. They could hardly pick a better means to escape market
conditions and re-establish their pricing power than innovation. Innovation begets innovation.
But it is a cycle fueled by profits, not just by great ideas.
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If enough products at a company fail to meet their profit targets, the positive cycle — innovation
begets innovation — gets disrupted or stops entirely. The company lacks the resources to develop
its freshest big ideas and bring them to market. These failures can have crippling consequences
for corporate profits. Short-term financial performance suffers, and more importantly, a company
can lose its long-term ability to fund more innovation to remain competitive.
What causes the disruption in this cycle of profits and innovation? This crisis in innovation has one
primary root cause: companies see innovation and marketing as separate and sequential, not as
one interconnected process. Innovation processes tend to neglect or ignore essential pricing and
marketing activities, such as measuring customer value and setting pricing policies. Our project
experience over the last 30 years has given us plenty of anecdotal evidence that far too many
companies behave that way and miss out on profit opportunities. The Global Pricing Study 2014
allows us to put some concrete numbers to that impression.
When companies don’t perform these essential activities — measuring value and setting prices —
until right before launch, their “flop rate” is even higher. Only 20% of the products they launch meet
their profit targets. When companies perform these essential functions throughout the product
development process, they see that 40% of their products meet their profit targets.
In other words, their share of successful product launches doubles!
How bad can this neglect get? Many companies leave pricing as their last major decision before
launching a product, and thus only take it into consideration at the very end of the development
process. Companies that do that are making three dangerous assumptions. First, they assume
pricing is “easy” and one can therefore leave it to the last minute. Second, they assume that their
team can agree on a price in a short timeframe, even if it is a compromise under pressure with the
launch date looming. Finally, they truly view innovation and marketing as separate and sequential.
They develop the product first, and then try to price it. This ignores the fact that analyses on value
and willingness to pay can have a strong and often decisive influence on product development, as
we will show in greater detail in Chapter 4. Sometimes you get a different and better product at the
end of a process. In other cases, you kill the project entirely because it would not result in a marketable product, never mind a profitable one.
In the most extreme case, we know of one company which spent years developing a product,
before finally creating a version they felt confident enough to take to market. Then one week prior
to the product’s launch, they call with a question: “Could you help me find the right price for my
product?”
The message is clear. When a company takes pricing into account continually from the start of the
product development process through to launch, it has much greater chance of success. Neglecting
or ignoring pricing and value until right before launch is not worth the risk.

16
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The irony: Flops make oppressive market conditions even worse
In the same way that having a successful new product triggers a positive spiral, having a flop can
trigger a negative one, depending on how a company responds. When a new product starts to fall
short of expectations, a natural reaction is to cut prices to stimulate demand, move existing units,
and salvage whatever one can. The problem is that these tactics can intensify the very same price
pressures that the new product was supposed to free the company from.
Microsoft’s entry into the tablet market provides a high-profile example of this. In 2012, Microsoft
launched the Surface RT to compete with Apple’s iPad. A few months later, it launched the Surface Pro. The combined volume for the two devices came to around 1.5 million units between
October 2012 and March 2013, well below expectations.[8] How did Apple do in the same period?
It sold 42 million iPads.[9]
In response to the slow demand, Microsoft cut the price of the Surface to $350 from $500.[10]
The company made similar price cuts in Europe. Originally it launched the Surface at €100 less
than an iPad with comparable storage capacity, then reduced prices for each model by €150 after
disappointing volume figures. The price cuts did little to boost sales, and Microsoft wrote down
$900 million on its unsold tablets in July 2013.[11]
“One of the most recent examples of a high-profile flop is the Amazon Fire Phone. Originally priced
roughly on par with leading smartphones from Apple and Samsung, it never sold well. Even after
a significant price cut, Amazon couldn’t even give the phones away. It wrote off $170 million because of the Fire Phone in the third quarter of 2014, and reported that it still had $83 million in
inventory.”[12]
Occasionally a company has the foresight to see the risks when a product idea might fall short of
expectations, and decides to pull the plug in time. It kills the project instead of mixing up a corrosive cocktail of price cuts and writedowns. The jet manufacturer Embraer made the wise decision
as it attempted to compete against Airbus and Boeing. Embraer is the world-market leader in
commercial airplanes with between 60 and 120 seats. It planned to capitalize on that success by
introducing a new mid-size jet generation with more than 130 seats, challenging the duopoly of
the Airbus A320 and Boeing B737.[13]
After taking a closer look, the company decided that the large-jet segment of the market would not
be profitable for Embraer. The company would have the best success chances by intensifying its
focus on its existing fleets.[14] Its sober and realistic assessment of its true opportunity prevented
8
9
10
11
12

Chen, Brian X. “How is Microsoft’s Tablet Doing”, The New York Times, January 15, 2013
Novak, Peter, “Year In Review: The biggest tech flops of 2013”, CBC News, December 30, 2013
Chen, Brian X and Austen, Ian “Two Tales of Plummeting Prices”, The New York Times, July 17, 2013
Clark, Don, “Microsoft Takes $900 Million Writeoff on Tablet”, The Wall Street Journal, July 18, 2013
Bensinger, Greg, “Amazon’s Spending Leads to Biggest Quarterly Loss in 14 years”,
The Wall Street Journal, October 23, 201
13 Sciaudone, Christiana and Johnsson, Julie “Embraer’s Biggest Jets Nibble at Boeing-Airbus Duopoly”,
Bloomberg, April 9, 2014
14 Böcking, David, „Flugzeugbauer Embraer: Brasiliens riesiger Nischenspieler“, Der Spiegel, June 18, 2014
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a potential flop which could have drained resources from its core business and put that in jeopardy
as well.
This inability to earn enough money from innovations has either curtailed profit growth at companies or stymied it completely. Some 39% of companies in the study were unable to raise their
profit margins in the last year, despite their attempts to raise prices during the ongoing economic
recovery or to launch new products. Exactly half of the respondents explained this stagnation by
saying they did not succeed in raising prices. Some 34% of companies blamed higher fixed costs,
and 23% said that variable cost inflation more than offset the margin they gained through price
increases.
This inability to generate higher profits robs them of the money that fuels future innovation. Combined with the oppressive competitive and price pressures, this could threaten those companies’
survival.
A select group of companies, roughly 10% of the sample in the Global Pricing Study, has thrived
in the prevailing market conditions because they either successfully raised prices or they successfully launched profitable new products. In some cases, these “Best” companies succeed on both
counts. Like most companies, they know the answer to the question we posed at the end of Chapter 1: what is the way out? They also offer practical insights on how to answer the follow-up question: how can companies achieve it?
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4. What happens when innovation and marketing are in sync?
When asked to name a company which epitomizes the combination of innovation and marketing
as one interconnected process, we normally think of one company that sets the standard: Porsche.
The statement which often follows that answer is “thanks, but we are not Porsche.”
True, few companies are. We are not asking that you stop making what you are making and start
manufacturing premium and super-premium products. Instead, we would like to focus your attention
not on what Porsche makes, but how it takes its new product ideas from the drawing board to its
customers’ driveways.
Few companies have succeeded in directing the entire company — from executives to engineers
to assembly line workers — around the idea that innovation and marketing are closely interconnected
and reinforce each other. Everything from the overall concept to the smallest feature in a vehicle
faces a challenge centered around the same question at Porsche, over and over again: how does
this add value?
One of many examples of this approach is the way Porsche developed its entry into the sports utility
vehicle (SUV) market. If any company could claim it knew everything about sports cars, it would be
Porsche. But they knew little about the SUV market before they entered. So they decided to build a
fresh perspective from scratch, and were willing to accept what customers told them, even if it challenged prevailing market wisdom or any assumptions Porsche would have otherwise made.
This combination of customer needs and willingness to pay — explicitly what they want and do not
want — is an integral component of Porsche design, in the spirit of objective open-mindedness.
When they designed their SUV, their decisions on power windows, air conditioning, and transmissions all derived from customer input.
How the customers plan to use the vehicle also matters. The company analyzes in detail what
people would use the product for. When it developed the Panamera, they knew it would be used
as a “family” sports car. This meant it needed four fully usable seats. A hatchback with a large
trunk made the most sense from a technological standpoint, but Porsche didn’t want to impose
an engineering advantage on customers without their input. They tested whether American customers would accept that unusual feature, because cars in the super-premium segment generally
do not have hatchbacks. It turned out that US customers would indeed accept the hatchback
feature.
Over the years, model for model, Porsche’s systematic, rigorous, and in-depth analysis of what
features from the customers’ perspective has paid off handsomely. Between 1994 and 2014,
Porsche’s revenue grew at a compound annual rate of 13% and its unit sales by 11%. The clearest
proof of the successful innovation strategies lies in the profit figure, though. Porsche’s pre-tax profit
grew by a compound annual rate of 34%! They accomplished this startling growth primarily by
introducing new products, all based on customer input and all successful in boosting the company’s
margins, not reducing them.
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Anyone can combine innovation and marketing into one powerful process
You might be tempted to think that Porsche’s growth is unique, and certainly not within the reach
of other companies. The findings from the Global Pricing Study 2014 prove otherwise. It yielded
hard data which show that doing things differently makes you better across a number of key performance indicators, in some cases almost as successful as Porsche. We refer to this select group
as the “Best”.
What exactly separates the “Best” from the “Rest”? You can see the differences in Chart 6. Their
profits are 25% higher (as measured by EBITDA margin). Their pricing power is also higher. They
are 41% better at achieving their price increase targets, with an average realization of 51% compared to 36% for the rest. Most importantly in the context of this year’s study’s key result, their innovation “hit rate” is higher. Their overall share of new products that meet profit targets is 45% higher.

Figure 6: What “Best” means in terms of performance

These results are no accident. It is a question of developing the right capabilities and skills. They
show that the twin fates of flops and lower profits are not inevitable. The existence of a class of
“Best” companies show that a company can thrive even when price and competitive pressures are
at oppressively high levels. The “Best” make conscious decisions that separate them from the
“Rest” and lead directly to the results above. They are far more successful because they thoroughly
understand the value their innovations deliver, and they create their pricing strategies to reflect that
value.
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Four success factors separate the “Best” from the “Rest”, as summarized in Chart 7 as well.
 Leadership and strategy: They are 74% more likely than the “Rest” to get clear directions,
guidelines, and ownership from C-level executives in pricing
 Organization: They are 31% more likely to have clear pricing roles/responsibilities and
a dedicated pricing organization
 Innovation process: They are 27% more likely integrate pricing/marketing early and
permanently in the new product development process
 Technology/Know-How: They are 40% more likely to use customized tools, software,
and methods

Figure 7: The four success factors which separate the “Best” from the “Rest”

Let’s look at these aspects in more detail.

Leadership and Strategy: More C-level involvement and guidance
Innovation, value, and price management is a C-level objective and a crucial success factor for the
“Best” companies. When pricing is on the CEO agenda, it creates an intense focus on customers
and on value. This intensity and sense of urgency permeate the corporate culture from top to bottom.
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Their executives don’t merely stress the importance of integrating innovation and marketing. They
“live” it and actively participate in it by communicating the importance of value and higher prices.
Witness the words of Fernando A. Gonzalez, the CEO of CEMEX, the Mexico-based building conglomerate with annual sales of over $15 billion. He helped launch a “value before volume” strategy
to change the company’s mindset from the top down, and said in February 2014 that the “strategy
is paying off.” He stressed that CEMEX is “committed to our goal of eliminating the chronic underpricing of our products over the last decade” and adds that his company predicts “higher sales
and prices for the year ahead.”[15]
Another CEO in the building materials market was even more explicit in his remarks about guidance.
A few years ago, Albert M. Baehny, the CEO of Geberit, the European market leader in sanitary technology, summed up pricing guidance nicely.
“Wherever there is active price management, a clearly defined pricing process, explicit rules of
price determination and well-defined responsibilities for price implementation and price controlling, margins may be increased significantly and sustainably,” he said in an interview in June
2008. Then he warned: “When pricing is delegated or — if worse comes to worst — left to the market,
you will never get beyond mediocrity.”[16]
What the leading executives say can also help a sales team steer clear of price war risks. Aditya
Mittal, the CFO of ArcelorMittal, said during an earnings conference call in May 2012 that “I don’t
believe by gaining market share we will create more value for our shareholders. The sales force is
working in that spirit and in that direction.”
The best guidance often comes internally, when a CEO specifies what his publicly announced
pricing and margin targets mean. When a team hears that their company has a goal of raising
operating margins by 120 basis points, it does not mean that everyone needs to achieve 120 basis
points. Sometimes the CEO needs to make that clear, as a Harvard Business School case study
based on a Simon-Kucher & Partners consulting project shows.
Pertti Korhonen, the CEO of the Finnish conglomerate Outotec, raised that point after recognizing
his company needed to find 1.2 additional points of margin. That could come from finding 10% of
the company’s operations where they could raise prices by 12% and leaving prices steady everywhere else. Or it could mean finding 50% of the company’s business where on average prices
could be increased by 2.4%. Identifying these areas demands not only a very thorough knowledge
of each business’s market conditions, but also making sure the right skills and processes for raising prices are in place.[17]
Looking at Porsche again, we can see the effect this had during the tenure of former CEO Wendelin
Wiedeking. He created a culture of constructive challenge within the company. Porsche’s senior
leaders consistently ask the right, in-depth questions. This clear direction meant that the presenting
15 “Cemex halves loss in fourth quarter”, Financial Times, February 6, 2014
16 Handelszeitung, Nr. 27, 2.-3. June 2008
17 Harvard Business School Case study. N9-514-064, “Outotec: Project Capture”, pp. 6-7
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teams could anticipate the questions and come prepared with responses and the evidence to
support them.
They also showed a willingness to invest in outside experts to help answer questions Porsche
could not answer reliably in-house, or to provide a qualified outside perspective.
The CEO may demonstrate the importance of pricing, price increases, and creating more value.
The organization itself needs to put these statements into practice.

Organization: Creating structure and instilling discipline
From our consulting work we know that companies which strive to perform at a “Best” level often
have a small group within the company dedicated to pricing. This does not mean that all other
functions need to cede their control over pricing to this small group, which then imposes binding
decisions. The role of this group is to develop and maintain tools, methods, frameworks, and processes. It also provides reliable data, insights, and other support to the selling teams, which do the
implementation.
Many companies refer to their pricing organizations as their revenue management group. This is
more than mere nomenclature. In companies such as the Starwood Hotel Group, the revenue
management department is “right at the intersection of all the key decisions that have to be made
for hotels today,” according to group president Matthew Avril. He added that revenue management “is succeeding like never before. It is the new generation of leaders in our group.”
The role of the pricing group and its level of centralization will differ significantly by industry and
region. You can see this very clearly in the different ways three extremely successful, innovative
global companies manage the division of labor between pricing and other functions. At one extreme you have a company such as Apple, with a well-defined market position, a strong and ubiquitous brand name, and little need for regional customization. These companies tend to have a
centralized pricing organization. The need to protect the brand outweighs the risks of damaging it
through price arbitrage due to differences in regional purchasing power.
At the other extreme you have companies such as 3M, which have a large number of heterogeneous
business units, from health care to personal protective equipment to office products. Sometimes
local or national regulations create an obligation to make local adjustments properly and quickly.
These companies tend to have a decentralized structure, with a division or region serving as the
highest level of aggregation.
Porsche lies in between. Its headquarters issues specific process guidance that applies to all regions (such as forbidding “cash back” incentives), but the regions have some leeway to set the
prices locally. In turn, the regions must provide that pricing information and its rationale back to the
central organization.
One of the most important tasks of a pricing group is to create and enable the company’s ability
to raise prices in a disciplined way. The pricing team is responsible for developing the framework
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and process for the sales teams to implement. As with the level of centralization, the division of
labor between pricing and sales will differ by industry and region. No matter the split, however, a
successful and sustainable price increase process has some common elements. These often include a handbook or guidebook, and a list of over 100 tasks to execute, each with clear responsibility and accountability.
The process begins with extensive preparation. You need to set targets at the customer and product
levels, design incentives, set your sales and escalation procedures, and put a communication
strategy in place. This applies internally and externally. Internal communication is often neglected,
but is essential to make sure the sales team has the confidence and resources — and not just the
numbers and the messages — to sit across from their customers and implement the increase.
Disciplined follow-up and monitoring keep the process on track once you are in the field.
That may seem like a lot of work and rigor, until you realize what is at stake. The companies that
have these processes in place have two advantages. They usually realize between 80%–90% of
their targeted price increase, as opposed to the average of 37% in this year’s Global Pricing Study.
A back-of-the-envelope calculation makes the impact clear. If a company with $1 billion in revenue
wants to raise prices by 5%, the difference between a realization rate of 80% and 37% amounts to
$21.5 million in incremental revenue, most of which flows directly to the bottom line.
That improvement is not theoretical. One business services firm in the UK put through a price increase of 5.6% in 2013. In its previous attempt to raise prices — prior to putting a rigorous process
in place — it netted only 0.5%. The one-year incremental gain for this one business unit was over
₤3,000,000, with a net present value (NPV) roughly five times higher. The net present value was
even higher, because the effects of the price increases compound themselves.
Raising prices is a skill unto itself. Few companies have the skill fully developed. Especially in light
of the oppressive market conditions we described at the outset of this book, it is the second biggest
opportunity — besides innovation — that companies have to escape or mitigate those pressures.
When a company has its price increase skills well honed, its teams understand that the company
should “get the value it deserves”. That same philosophy applies to the innovation process, where
the pricing teams can play a similar and equally crucial role.

Innovation process: intensive marketing groundwork
The direct consequence of integrating innovation and marketing is that the “Best” companies invest more in understanding the relationship between price and value for their products, and also
devote more time to it. For new products, this means undertaking studies and analysis of perceived value and willingness to pay much earlier and much more often in the innovation process.
The “Best” are 27% more likely than the “Rest” to have innovation processes that fully integrate
marketing and pricing throughout, from the initial idea right through to the launch. They do intensive pricing and marketing groundwork at the beginning of their innovation processes. And they
24

PROFITABLE INNOVATION I Georg Tacke, David Vidal, Jan Haemer

e-books

don’t stop. The first review of a product idea already includes an analysis of customer value and
willingness to pay. This upfront work means that the “Best” need to make fewer corrections and
adjustments after the launch.
It is crucial to have marketing and innovation work together at the beginning of the new product
development process. One of the first tasks of the marketing and pricing team is to determine the
market potential for the new product or service. They also need to consider whether a segmentation
already exists for the target market. What subset of that market potential can a new product best
serve? Are there large and relatively homogenous groups of customers — in terms of needs, behavior, and willingness to pay — that would make the best targets?
Getting the teams from research and development to work together with the teams from pricing
and marketing is not easy. It can become an attempt to mix oil and water. The R&D teams are often
more interested in realizing what is technically possible, while pricing and marketing wants products
which are commercially practical.
A leading global durable goods manufacturer based in Europe succeeded in getting innovation
and marketing to work together at the outset, but not throughout. At the beginning of their new
product development process, the two functions collaborated on a joint business case, with generous input from both sides. Then they separated like oil and water, lost touch, and only got back
together late in the process. In the meantime, the new product idea had swollen into something
unmarketable. The R&D team delivered something with too many features which cost too much,
resulting in a price that offered very little consumer value.
The lesson is that having the two teams work together at the outset of the product development
process is not sufficient. They need to synchronize their efforts and collaborate throughout the
process. A new product development process which integrates marketing and innovation will remain focused on four parameters throughout:
 Value
 Price
 Volume
 Cost
These four parameters must remain in harmony as the product goes from the idea stage to launch,
in order for the new product to become profitable. This doesn’t mean that the pricing, marketing,
and R&D teams need to work side by side every day or constantly look over each other’s shoulders. What it means is that the entire project team cannot sign off on a change to one of these four
parameters without understanding the impact that change will have on the other three.
Imagine a product which you would describe as over engineered. It may offer a dozen features, all
interesting in their own way, but you personally use only one or two of them. Products like that
reach the market — and usually become flops — because the four parameters above are not synchronized. The value of each separate feature might be high in isolation, but in aggregate including them all makes the product very expensive to produce. To meet the company’s profit goals, or
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a specific margin target, the company jacks up the price beyond the level most customers are
willing to pay. As a result, volume never reaches target levels.
Had the team gotten together and asked how the addition of each incremental feature would impact cost, price, and volume, it would have had a much better chance of noticing that adding an
incremental feature would make the product harder to sell.
Another situation with “flop” likelihood occurs when the pricing and marketing teams recommend
a target price point, based on their market research. The R&D team, however, does not see a way
to create a product which can deliver value profitably at that price point. Proceeding under those
circumstances results in a product which disappoints customers because it doesn’t offer enough
benefits.
Being in either situation is not necessarily fatal. The fine line between a success and a flop often
depends on what management decides to do once the four parameters get out of sync. Does the
team adjust its profit expectations? Does it delay launch to give the R&D team more time? Does it
hold back one or two features in order to launch a profitable product, perhaps with the goal of
adding those features in later in a subsequent version?
We can’t offer unequivocal guidance on how to answer those questions, because they are unique
to each situation. But the fact that the cooperation between innovation and marketing brings these
decisions to light, and helps a team understand its options, marks a vast improvement in the new
product development process.
Once again, Porsche provides an illustration of how this process works in practice. They make a
detailed quantification of price elasticity, they develop simulation models, and they aim for a profitable vehicle at the price they feel they can charge. Nothing else gets included in the vehicle, even
if typical conventions called for it. The ability of Porsche to design a viable vehicle for a certain
market — and the power of the Porsche brand — had limits which the customer defines, not
Porsche. That allowed Porsche to ensure that any product which moved forward in its development process would attract sufficient money from a sufficient numbers of buyers. You might say
they practice “profit control” and not just “quality control” before they make a commitment to
launch a product.

Technology/know-how: customized tools and software
The advent of Big Data and the compression of product life cycles and development times means
that companies need to make more decisions faster, and have far more information available to
support that decision making. The chances of gaining a deep understanding and making the
“right” decision should theoretically be higher than ever. This assumes, though, that a company
can capture the data, analyze it, and harvest and apply the insights. The “Best” do this by deploying advanced customized software and tools.
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The “Best” use customized tools and software 40% more often than the “Rest”. The key word in
that finding is customized. Standardized or “one size fits all” tools sacrifice too much detail to be
valuable. They can’t provide the precision a team needs to answer specific questions and make
these high-stakes decisions.
When companies deploy customized tools, they measure customer value and willingness to pay,
create more transparency in their innovation processes, and make better decisions on what products to launch and at what prices. Amazingly, as you can see in Chart 8, some 25% of the “Rest”
admit that they do not employ tools and software of any kind to support their pricing and marketing
decisions.

Figure 8: The “Best” know the advantages that customized tools and software bring

The combination of Big Data and shorter development cycles makes it almost impossible to make
responsible decisions without some support from advanced tools and software. Customized tools
and software are an imperative, but they also warrant a word of caution. They are not a push-button panacea. What they do is enhance your thinking and improve your odds for success because
you can spend more time interpreting and applying insights and less time creating them.
They also require frequent guidance and maintenance from a “common sense” perspective, not a
technical one. You can’t turn over the customized tools entirely to pure data specialists, who crunch
numbers in the depths of your company, detached from other teams and divorced from market
realities. You need regular discussions and feedback loops which allow you to refine hypotheses
or re-test them if you see or anticipate changes in your market. Pricing — from the implementation
of price increases to the influence of new product development — can never be fully delegated or
turned into a push-button exercise.
27

PROFITABLE INNOVATION I Georg Tacke, David Vidal, Jan Haemer

e-books

5. What you can do right now to improve your chances of skipping
flops and going straight to success
The “Best” companies in the Global Pricing Study 2014 did not reach that position overnight. As
we said in the introduction, the full transformation to become a “Best” company can take between
three and five years. It requires a program backed by ongoing and relentless top-down commitment for you to become experts in all four of the success factors we described in the previous
chapter: leadership, organization, innovation/value creation, and customized software tools. Because the integration of innovation and marketing is both essential and urgent, we will focus our
recommendations — all immediately implementable — on that success factor.
These six recommendations provide you a starting point as you transform your company into one
which harnesses the advantages of innovation and marketing in one powerful, unified process:
Priorities: You need to make pricing and new product development your priority. There is no better
way to create new opportunities and escape the oppressive market conditions. Cutting costs in a
time of market pressure and tight margins may seem wise and expedient, but it has two downsides which appear quickly. Cost cuts have limits. You can go only so far without jeopardizing
product quality and service. Cost cuts also hurt morale and can cost you talent.
The revenue side of your profit equation has no such inherent constraints. It is your only long-term,
sustainable source of upside. And the only way to create and secure that upside is with new ideas
that become new products. It is the “innovation” function which Peter Drucker saw as essential for
a business. You may not always change the basis of competition radically. But the profits from innovation beget more innovation and increase the odds that you will find more winners. You create
something your customers will value, and something which gives you advantages over your competition.
The obvious next question is “how?” and that leads into our next five recommendations.
People: You need to include pricing, value, and market experts in every new product development team, right from the beginning. Their activities and their intensity will vary over the course of
the project, but these experts need to remain involved throughout. As one of our earlier examples
showed, this doesn’t mean that everyone gets together at the beginning of the process, and then
reconvenes as the launch date approaches. It means creating that full fusion of the innovation and
marketing functions in your company. The roles remain different, but the effort is always a joint one
with constant communication and cross-checks.
That shared vision and shared set of goals is indispensable. The cliché is that innovation and marketing represent two diametrically opposed camps. It’s objectivity vs. subjectivity. It’s creating vs.
selling. It’s oil vs. water. The challenge is to build a bridge between what is technically feasible and
what is practical and profitable. What goes back and forth across that bridge, and gets exchanged
between innovation and marketing, is information about value to the customer.
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Innovation and marketing are always on the same side when sustained profitability is the objective.
This is one reason why senior executives need to have the innovation process as a high priority on
their agenda. Left to their own devices, R&D and marketing will naturally go their separate ways,
like oil and water. They will drift apart. The senior executives need to sense when this is happening,
get both parties back in the bottle, and give it a shake.
Investment: You need to set aside enough money for research to measure customer value and
willingness to pay. The fusion of innovation and marketing into one powerful process will require
some changes in your company’s mindset, not just its investment priorities. One such change is
to ensure that your prevailing understanding of customer value — and the customer’s willingness
to pay for that value — is as thorough and robust as possible. How large is the real, accessible
market? How much do our target customers really value feature X or Y? How — and how much —
will they pay? These questions all have quantifiable answers, but that quantification requires proper
investment.
Yes, experience and conjecture still have a role to play. You can’t suddenly dismiss the customer
knowledge that a salesperson has accumulated over decades, or the track record of a manager
who has successful product launches on his or her resume. But market demand and competitive
balance is always in flux. Life cycles are shorter, and the extent of improvement from cycle to cycle
is growing. The ongoing battle between Apple and its challengers, and the buzz around every new
product launch, is a microcosm of the dynamics in many industries nowadays.
The more you can enrich your company’s established knowledge with new data and insights
about your current and potential market opportunities, the greater your chances of launching a
successful new product.
Personal presence: You should attend occasional milestone meetings in your new product development process. You will be amazed at the focus and positive effect your presence brings. Few
things can better underscore the fact that new product development is your highest priority.
It is impractical and unnecessary for you to attend every meeting. By showing up on an irregular
or somewhat unpredictable basis, however, you can still influence the preparation and flow of a
meeting, even when you do not attend. The mere possibility of your attendance will keep people
sharp.
The team will expect you to be conversant in the basic details of the project. Your role in the meetings
is to focus on the bigger picture, however, and not get pulled too deeply into detail. You ask the
fundamental, clarifying questions. “Why?” and “How?” serve this purpose well and force your
team to put its strongest evidence forward.
You can also use these meetings as an opportunity to see whether the four parameters we mentioned earlier — value, price, volume, and cost — are in sync, and ask the team to show evidence
to support that. If a new event or finding has disrupted the balance, you can work with the team to
frame the decision objectively and constructively: Should the team show restraint and remove a
feature? Should the team be bolder and add something, even if it means recalibrating financial
goals for that product? Should the team be disciplined and realize that a project should die because the balance cannot be restored?
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At the same time, you need to preserve an atmosphere of openness, so that people feel comfortable
bringing risks to your attention. This is the Porsche spirit of objective open-mindedness. Otherwise
these meetings become a polished exercise in telling you what people think you want to hear. This
leads nicely to our next recommendation.
Standards: Not every project needs to result in a product. One reason the “Best” have a greater
number of profitable innovations is that they weed out unprofitable ones before they reach the
market, then redirect those resources to support their potential winners.
You need to empower, and even incentivize your team to kill new products if it becomes clear that
they will not meet their profit targets. How close the product is to its launch date should not matter.
In fact, pulling the plug on a potential flop right before launch is often just as important as killing
one early in the process, even though the former requires some courage. It is better to launch
nothing at all than to launch a flop just because the product itself is ready.
The incentives here can take many forms, from financial ones to peer recognition. But you need to
avoid incentives which lead a team in the wrong direction. A team which is rewarded for the number
of products launched in a given year will naturally be willing to sacrifice profitability or other metrics
in order to get another product “out the door”.
The death of one product often brings a hidden advantage. It can mean the birth or rebirth of another,
better product, because your new product development team can reallocate the resources to
something which will not only pass quality control, but profit control.
The more your product development team understands the financial requirements for products,
not just the technical ones, and can participate in the rewards from those successes, the more
emphasis they will place on steering their own time, effort, and resources to products that have the
best chances of making money.
Leadership: Kill one or more projects yourself! You can’t leave the entire responsibility for the
decisions with your team, and expect them to be the ones who always muster the courage to kill a
project. You can make this decision as well, as long as the decision is defensible with the same
criteria your teams use.
As an executive you are the custodian of the vision for your company. In this role you need to be
able to recognize slight deviations from your guidance. Even harder to do, you need to recognize
whether your teams are making a slow drift away from core principles which can lead them to take
their eye off the ball from time to time.
Your decision to kill a product can snap your teams out of a comfort zone and pull them back on
course. It can also renew enthusiasm for the original decisions which set you on this course: that
your company faces high and increasing price pressures, that the key to regaining and sustaining
market power is your ability, to create and launch new products, and your best chance of doing
that comes when innovation and marketing collaborate closely in the product development process.
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Finally, your decision to kill a product can support a larger change management effort. Embedding the first five recommendations will require a period of adjustment for even the best of teams
as you redesign and redirect the way you develop products. Your decision to kill a project early in
that change management phase shows that you are serious. The moment you reallocate the resources after that project dies, it also provides your teams a first-hand demonstration of how the
new process and the new mindset described in this book works in practice.

***
A select group of companies has improved their chances of success and survival by taking a different approach to innovation. They combine innovation and marketing into one unified process,
and they place greater emphasis on pricing throughout the entire life product cycle, from idea to
launch to maturity.
The findings, insights and recommendations in this book open the way for any company to join
that select group, as long as you make the commitment — short- and long-term — to the right mindset, processes and tools.
The perception among the vast majority of the world’s companies is that innovation is essential to
their survival. It lets them escape their oppressive market conditions, rebuild their pricing power,
and gives them a shot at a profit breakthrough.
The reality is that 72 % of all new products flop.

31

PROFITABLE INNOVATION I Georg Tacke, David Vidal, Jan Haemer

e-books

The authors

Dr. Georg Tacke
CEO

Dr. Georg Tacke is the Co-CEO of Simon-Kucher & Partners. He leads the
global strategy and marketing consultancy together with Dr. Klaus Hilleke.
Georg has more than 25 years of consulting experience in the service sector
(telecommunications, transportation/logistics, travel and hospitality, B2B
services, etc.) and the automotive industry. His areas of expertise include
strategy, marketing, sales and pricing. He is well-known as one of the top
pricing experts in these fields and supports numerous CEOs and management boards as a personal consultant and coach.
Georg joined Simon-Kucher just three years after its foundation and became
a partner in 1989. With the founders and the other partners, he has helped
Simon-Kucher to grow from a small German consultancy into an international
consulting firm with approx. 720 associates and offices in 22 countries.
Georg holds a Master’s degree in business administration (Diplom-Kaufmann)
and a PhD from the University of Bielefeld. He also studied and conducted research as a visiting scholar at the Stanford Business School.
Georg is the (co-) author of books and numerous articles on strategic business issues, sales and pricing.

32

PROFITABLE INNOVATION I Georg Tacke, David Vidal, Jan Haemer

e-books

The authors

David Vidal
Partner

David Vidal is Partner in the Paris and Brussels office of Simon-Kucher &
Partners
His consulting work focuses primarily on value management, strategic pricing
and marketing, and pricing optimization. He has carried out projects for clients
in the US, Europe and Asia.
David Vidal was part of the founding team of Simon-Kucher’s New York office
from 2008 to 2011, and returned in the Paris office in 2011, where he leads
projects primarily for retail and e-Commerce clients, as well as hotel & restaurant chains.
He studied Business Administration at ESCP-EAP in Paris and at the University
of Illinois at Urbana-Champaign, with an emphasis on strategic marketing.

33

PROFITABLE INNOVATION I Georg Tacke, David Vidal, Jan Haemer

e-books

The authors

Jan Haemer
Director

Jan Haemer is a director in the Competence Center Chemicals and Base
Materials. His focus is on price management with the development and implementation of marketing and pricing strategies as well as pricing processes
and supporting systems to steer and control margins and revenues.
Jan supports clients in base materials (e.g. copper concentrate, cement,
alumina) as well as chemicals (i.e. polycarbonates, specialty resins, metallurgy
products). He manages projects with global organizations in Europe, the US,
and Asia. Additionally, he is experienced in developing simulation models
and decision support tools.
Jan studied Economics with a business minor in Logistics and Operations
Research at the University of Mannheim. He specialized in applied microeconomics at the University of Toronto, Canada, establishing an empirical
focus on pricing and strategic marketing. Before his studies Jan worked one
year for a US-based NGO.

34

