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Can Green Products  
Make You Money?

A study of 320 European managers 
reveals confusion and fear surround-
ing green products in the chemical and 
construction industries. Many manag-
ers don’t know the value of their green 
products and leave money on the table, 
as the authors explain. Dr. Karl-Heinz 
Sebastian is a senior partner of Simon-
Kucher & Partners, where he leads the 
competence center ‘Chemicals & Con-
struction’ and specializes in the devel-
opment, implementation, controlling, 
and steering of pricing initiatives. Dr. 
Andrea Maessen is a partner of Simon-
Kucher & Partners and a member of 
the competence center ‘Construction & 
Chemicals’ and head of the ‘Chemicals’ 
unit. She specializes in the development 
of price strategies and the improvement 
of pricing processes. They can be reached 
via www.Simon-Kucher.com. 

Environmentally friendly prod-
ucts are in high demand in to-
day’s market. But what exactly 
defines green? And what advan-

tages do green products offer to custom-
ers? Industry experts recently surveyed 
320 European managers and discovered 
that few really understood how going 
green could help them to make more 
money. The result of their “Green and 
Profitable: Mission Impossible?” survey 
is that chief executive officers as well as 
marketing and sales executives in Eu-
rope often don’t feel up to the challenge. 
Many have difficulty determining how 
to profit from green products, how to 
realize higher prices in the market, and 

how to more effectively respond to in-
creasing cost pressures. 

What does green  
really mean?
Green is on every executive’s agenda. It’s 
on the top of every R&D priority list. 
Yet it’s a term almost like “organic” – a 
popular buzzword with no clear defi-
nition. When asked to define the term 
green, 70 percent of managers surveyed 
state that there is neither a clear defini-
tion nor a full picture of the costs and 
benefits of green products (see figure 1). 
Over 80 percent of the respondents from 
the chemical and building technology 
industries referred to the lack of clarity 
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as a barrier for green products or solu-
tions. 

Two other factors may hinder – but 
not curtail – the green movement, the 
study reveals. Fifty-eight percent of sur-
vey respondents believe that the insuf-
ficient coordination between players in 
the value chain must be overcome. In 
the construction industry, for example, 
isolated applications are found in most 
instances because a majority of functions 
are allotted to a multi-step production 
process. As illustrated by figure 2, the 
degree of complexity in the value chain 
in the construction industry is high. In-
vestors, landlords and tenants are anx-
ious; they do not understand green tech-
nology and consequently do not know 
which systems and products are right for 
them. The wide range of different prod-
ucts and technologies offered is confus-
ing. Clarification and coordination are 
much needed. 

The second barrier: The development 
and production costs associated with 
green products are regarded as stumbling 
blocks by more than half of the respon-
dents (56 percent). Among respondents 
in the base materials industry, 75 percent 
agree with this statement, which is un-
derstandable given the high necessary in-
vestments in capacities and the resulting 
pressure to effectively utilize the plants. 

Despite the number of barriers, green so-
lutions will persevere; the advantages are 
obvious.

Your business is smart. It’s 
green. Why aren’t you rich?
There is consensus among respondents: 
Green products are an advantage. 90 
percent of the managers interviewed be-
lieve that green products and solutions 
help boost a company’s image and prod-
uct brand value. Green products enable 
companies to differentiate from their 
competitors, report 80 percent of respon-
dents. Furthermore, nearly 80 percent of 
managers find that green products and 
solutions offer a leg up in sales talks.

So far so good, right? Unfortunately not. 

As the adage goes, “If you’re so smart, 
why aren’t you rich?” This is the ques-
tion constantly asked of management. 
Only 56 percent of managers feel capable 
of charging higher prices for green prod-
ucts. Only one-third believe in a more 
simple transfer of cost increases. Less 
than 25 percent expect a higher profit 
margin for their industry, and only 20 
percent see an opportunity to increase 
sales (see figure 3).

But there may be another route compa-
nies can take. Let’s examine a situation 
in Brazil, where the company Braskem 

produces bio-based 
polyethylene using 
sugar cane. Since 
2009, Braskem has 
aligned itself with 
global players such 
as Procter & Gam-
ble, Johnson & 
Johnson, Tetrapack, 
and Shiseido. These 
companies will pay 
15 to 30 percent 
more for plastics 
stemming from re-
newable resources, 
because they antici-

Figure 1: Barriers for "green" products and solutions 

Figure 1: Barriers for “green” products and solutions

Figure 2: Actors in the value chain in the construction industry

Figure 2: Actors in the value chain in the construction industry
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pate increased product margins, higher 
market shares, higher customer loyalty, 
and a higher brand value as a result. In 
this case, it’s a “win-win”; all companies 
involved gain sustainable advantages. 

Even the most innovative 
green products won’t sell 
themselves
Innovation is the silver bullet when it 
comes to boosting a product’s market 
strength – also with regard to green 
products and solutions. Eighty percent 
of respondents regard the positioning of 
innovative green products and solutions 
with the utmost importance. However, 
even the most innovative green prod-
ucts cannot sell themselves. Manag-
ers are aware of other factors that drive 
green product success: increased atten-
tion from public relations and marketing 
campaigns draw attention to the product 
while stimulating interest and creating 
transparency among customers (see fig-
ure 4).

Three steps to higher profits
Green products are an often overlooked, 
viable way of improving margins. This is 
doable in three steps:

Step one: The benefits or advantag-
es achieved through environmentally 
friendly production, procurement or 

modes of function, or green values, must 
be tangible and quantifiable by all parts 
of the value chain. Consumer willing-
ness to pay depends on the perceived 
advantages of buying green. If a compa-
ny’s green products perform better than 
the competition’s, sales reps must capi-
talize on this in order to gain the cus-
tomer’s interest and ultimately persuade 
them to buy. Product managers and mar-
keters must do their homework in order 
to prove the advantages of green prod-

ucts to the customer.

Step two: The added value delivered by 
green products must be captured in a 
higher, premium price. The challenge lies 
in establishing a new price for the green 
product offering. Many companies are 
restricted by their fears that customers 
won’t pay higher prices for green prod-
ucts. Giving in to this fear, however, 
often has devastating results. Compa-
nies inadvertently end up setting anchor 
points for all subsequent products in 
the market, making it nearly impossible 
to successfully realize higher profits on 
green products.

Step three: Despite all obstacles to high-
er profits, green products should be pre-
sented as competition for standard offer-
ings, leaving the decision to buy in the 
customer’s hands. Those unwilling to pay 
a premium price do not have to change 
their buying behavior until green prod-
ucts and solutions are in higher demand 
and a pull effect is created. The first 3 
to 5 percent of green pioneer custom-
ers eventually turn into the majority of 
the market, paying prices that reflect the 
true value of the product.

But being green isn’t just better — it’s 
also more profitable.

Figure 3: Advantages of "green" products and solutions
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Figure 4: Measures for "green" products and solutions
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