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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

Figure 3: Advantages of “green” products and solutions  

Figure 4: Measures for "green" products and solutions

Figure 4: Measures for “green” products and solutions
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You’re Not Getting Enough Price Objections
Many business owners make the mis-
take of interpreting price objections as 
problematic and potentially damaging 
to profits. However, as the author ex-
plains, the absence of price objections 
is actually indicative of a poor pricing 
strategy. Price objections are tools that 
give you insight into the mentality of 
your potential customers and give you 
the information you need to choose good 
customers and strengthen pricing strate-
gies. Author Reuben Swartz is President 
of Mimiran, LLC, a PPS CPP Faculty 
member, and a frequent PPS contribu-
tor and conference presenter. His online 
pricing training courses can be accessed 
at www.PricingSociety.com, and he 
will be speaking at the PPS 23rd An-
nual Spring Pricing Conference in 
Chicago (May 8-11, 2012). He can be 
reached via www.miriman.com or at 
reuben@mimiran.com. 

Many business owners and 
sales reps hate price ob-
jections.  They view price 
objections as some kind 

of faux pas that they should have avoid-
ed, an awkward situation, best resolved 
quickly (and often with huge damage 
to profits).  Do you like price objec-
tions?  When was the last time you heard 
one?  (I recently spoke to the new CEO 
of an established business who said they 
haven’t heard a price objection in 2 years, 
so they know their pricing is screwed 
up.)

If you don’t like price objections, you 
could be accidentally killing your busi-
ness.  If no one ever objects to your 

price, many of your customers would 
probably pay considerably more.

Charging a little more has a dispropor-
tionate impact on the bottom line.  For 
example, raising prices 10% from $150 
to $165 per hour will likely raise profit 
much more than 10%.  Since that ex-
tra margin goes straight to the bottom 
line, you might increase profit 20 or 
30%.  That sure beats working 20-30% 
longer!

In addition, pricing objections give you 
great insight into what the customer 
cares about.  They are learning oppor-
tunities.  You get to learn about the cus-
tomer, and you get a chance to test your 
messaging for why your price premium 
is a good investment.  No objections, no 
learning.

When you get an objection, there are 4 
possibilities:

1. The customer was never a good 
fit.  You should suggest they go else-
where.  These are the “I want a brand 
new Ferrari and I have a $20,000 
budget” customers.  If you currently 
sell them $20,000 Ferraris, you have a 
big problem.

2. The customer is a good fit for your 
company, but has legitimate reasons 
for wanting a cheaper price.  These are 
the “I want a really fast car, something 
like a Ferrari, and I have a $50,000 
budget” customers.  Maybe they can 
get a used Porsche 911.  Maybe you 
can remove some of the value from 
your offering and lower your price, 
and/or give them discounts for up-
front payment, flexible scheduling, 
volume purchases, or other behaviors 
that create shared value.  

3. The customer is a great fit, but 
wants to see if they can get a better 
deal.  These are the “I’d love a Fer-
rari, what kind of deal can you give 

me?” customers.  They are asking for 
a discount because they know it can’t 
hurt.  Make sure they understand the 
value message, and charge them the 
right price.  They can get a discount if 
they agree to some of the shared value 
behaviors in step 2, of course.

4. The customer may be a good fit, but 
they are using price as a mask for 
deeper issues.  These are they “I’d 
love to buy a Ferrari, but I can’t spend 
more than $20,000 (because my wife 
said I could get a Ferrari if I didn’t 
spend more than that)” customers.  So 
you say “let’s say we agreed on your 
price, are you ready to buy today?”  If 
they are ready to buy, you can deal 
with the price objection by putting 
them in one of the previous 3 catego-
ries.  If they start talking about their 
budget cycle, IT approval, the need 
to get buy-in from their Tokyo office, 
etc., then you know that price was 
just a smoke screen.  They have other 
issues that they may not feel comfort-
able airing, but even if you lower your 
price, those issues remain.

Note that customers put themselves 
into these categories.  The price objec-
tion just helps you figure out how to 
deal with them.  Don’t assume that ev-
eryone is in #2 and will respond to lower 
prices.  This just becomes a self-fulfilling 
prophecy and teaches your customers 
in #3 and #4 to act like they need more 
discounts.

Now consider what happens when you 
don’t get a price objection.  Either:

1. You priced the offering at exactly the 
optimum price for that customer, or

2. You underpriced.

So when was the last time you got a price 
objection? How did you handle it?
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Why Discounting is Like ‘Stuff’  
– It Always Rolls Downhill

Big accounts are critical to just 
about every business. They help 
drive significant chunks of the 
revenues that are critical to 

meeting financial goals. And, in many 
cases, high-volume customers help keep 
costs down through economies of scale. 
As such we often shower large accounts 
with special terms, discounts, or extra 
support and give them superlative labels 
by conferring “Strategic” or “National” 
account status on them.

One of the best feelings in business is 
landing a major new account. The team 
pulls together around a common goal 
and works for months or years to achieve 
it. They plan solutions and do battle with 
the competition and then come away 

victorious. Sure, there are concessions 
made along the way but big accounts 
have purchasing power and sharpening 
the old pencil to get the deal is necessary.

This is all true to a point but managers 
often take this old adage to the point of 
self-delusion. The biggest lie that they 
tell themselves? “This account is unique 
and so are the concessions. What we did 
here won’t affect other accounts.” 

Many managers are realistic though. 
Their version of the story is “Yes, we did 
it here and it will probably spread to 
some of our other strategic accounts but 
we will keep it contained.”

This is all very nice thinking but here is 
what really happens. Any special conces-
sions that you make for major accounts 
now become standard practice for the 
majority of all accounts within a few 
short years.

A while back, a firm was wrestling with 
the fact that many of their largest ac-
counts were starting to demand “signing 
bonuses.” They ultimately gave in while 
giving assurances that there was no way 
that this would ever happen for any but 
a handful of really important accounts. 
You probably know where this is going. 
A few years later, 
the majority of 
accounts were 
now negotiat-
ing…and receiv-
ing signing bo-
nuses.

How did this 
happen? The way that it always does. 
Smart customers and sales people learn 
of the practice and push to extend it. 
Those same senior managers that prom-
ised discipline get desperate for business 
– and then it’s Katy Bar the Door.

It can be a struggle to get managers to 
see past the deal in front of them. The 
key is to do the analysis to show what 
the potential impact of the “once in a 
lifetime” concession of the day will have 
on the whole business when it spreads. 
This can be done in a matter of hours 
with a simple spreadsheet and a few basic 
assumptions. Doing so may not stop the 
problem immediately but it will define 
the full cost and leads to more formal 
discussions and support policies to keep 
things contained. 

If you have more time, you can do a lit-
tle forensic work and track the spread of 
a particularly nasty concession from one 
account to common practice. Infectious 
disease specialists call this finding the 
“alpha patient.” While the first analysis is 
somewhat speculative, finding the alpha 
patient allows you define actual historic 
costs to the business.

What does a stable approach look like? 
Firms that manage discounts well do a 
couple of things. 

•	 First, they track the effects of negoti-
ated discounts. 

•	 Second, they recognize that discount-
ing can be an important tool but that 

it must be done by 
policy and based 
on objective crite-
ria that are avail-
able to all custom-
ers with similar 
attributes.

•	 Finally, they 
back everything up with specific sales 
tools, training, and incentives.

If your firm doesn’t adhere to these basic 
principles, I have one piece of advice for 
you. “Look out below.”

One of the best feelings in business is 
landing a major new account. Howev-
er, despite the importance of wining and 
maintaining big accounts, when these 
accounts are acquired by offering spe-
cial concessions or discounts, businesses 
need to beware. More often than not, 
these concessions and discounts become 
standard practice within a short time, 
as the author explains. Mark Burton is 
cofounder and vice-president of Holden 
Advisors, a PPS CPP Faculty member, 
and a frequent PPS contributor and 
conference presenter. His online pric-
ing training courses can be accessed at 
www.PricingSociety.com. He can be 
reached via http://markrburton.word-
press.com/ or at mburton@holdenadvi-
sors.com. 

It can be a struggle to get 
managers to see past 
the deal in front of them. 
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Streamline personnel time dedicated to supply chain 
activities by automating existing processes

Variable Value
a Total employees: 500

b % of employees touching supply chain management: 20 %

c Average % of time spent on supply chain management: 20 %

d Average employee compensation: $40,000

e % improvement in supply chain efficiency relative to 
competitor:

5 %

Estimated Economic Value per year:
a * b * c * d * e

$40,000

Marketing Notes:

Linking Price and Value to Expand  
Share and Capture Profits 

Do your products and services 
deliver higher value than the 
competition? Make the most 
of your differentiation by 

linking price and value to set better pric-

es and solidify your competitive position. 
The clock is ticking and your competi-
tors are catching up. 

A powerful methodology that links price 
with value is Economic Value Estima-
tion® (EVE®). EVE® is a framework for 
collecting industry and customer in-
sights to quantify the economic benefits 
that your solutions deliver relative to 
competitive alternatives. 

It is this economic understanding of val-
ue that establishes the foundation for set-
ting price and determines what to com-
municate to customers. 

Example:  
Supply Chain Solution
IntegraSoft, a supply chain software 
company, has an innovative new technol-
ogy for tracking, monitoring and opti-
mizing transportation, inventory and 
facility operations. IntegraSoft’s technol-
ogy was designed to deliver the following 
customer benefits: 

•	 Improve customer responsiveness 

•	 Reduce supply chain complexity 

•	 Improve asset utilization 

•	 Increase adoption and compliance of 
supply chain policies 

•	 Reduce labor cost from increased ef-
ficiency 

A benchmark study conducted with a 
mid-size manufacturer prior to market 
launch allowed IntegraSoft to measure 
the improved efficiencies gained with 
their solution. Key data points were col-
lected and then used to understand the 
economic benefits of their advanced 
technology. 

Figure 1 is an example of the variables, 
logic and calculation used to quantify 
a 5% efficiency improvement in supply 
chain integration relative to other solu-
tions in the market. 

Over the course of the beta study, In-
tegraSoft uncovered that key features 
of their software generated almost 
$130,000 worth of economic benefit over 
the competitive solution (see figure 2). 

With this information in hand, the mar-
keting team was tasked to determine 
how much of that value they could cap-
ture through price. 

To set prices using the EVE® framework, 
the marketing team 
first established the 
cost of the next 
best competitive 
alternative available 
in the market. 

Using external 
sources they set-
tled at a cost of 
$350,000, which 
covered licensing 
and implementa-
tion fees charged 
by similar Supply 
Chain solutions 
in the mid-market 

Understanding  value in economic 
terms is a critical step for setting profit-
able prices and for equipping your sales 
team with the ammo needed to close 
the deal. This is especially true for dif-
ferentiated offerings where the ability 
to link value with price can provide a 
sustainable competitive advantage and 
force competitors to play catch-up, as 
the author explains. Roberto Rivera 
has 12 years of pricing and market-
ing experience as both a consultant and 
practitioner. He is currently Director of 
Professional Services at LeveragePoint 
where helps companies understand and 
capture the value of their products and 
services, and can be reached at rrivera@
leveragepoint.com.

Figure 1
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Figure 2: Value generated by IntegraSoft’s solution

 

1

Supply Chain & Logistics Services

Competitor 
Price, 

$350,000 

Our Price, 
$400,000 

$127,580 

Additional 
Value 
$77,580 

Our Total Cost
$400,000

Competitor Total Cost
$477,580

Our
Differentiation 

Value
Value Capture: $50,000

2

Value Message Summary

Value Message Value

Gain greater visibility into inventory levels  thus
enabling improved responsiveness to client needs

$45,000

Streamline  supply chain activities  and increase 
efficiency by automating existing processes

$40,000

Reduce the need for discounting by providing 
greater visibility and improved management of 
inventory levels 

$22,500

Reduce time to cash by minimizing errors and 
improving invoicing processes

$10,080

Minimizes the need for expensive software licenses, 
upgrades and maintenance costs 

$6,000

Gain greater visibility and controls over inventory 
levels thus enabling better decision making and an 
overall reduction in inventory carrying costs

$4,000

segment. Based on this information, they 
priced their solution at $400,000 repre-
senting roughly a 15% premium over the 
competition. 

Despite the higher price, the analy-
sis showed that IntegraSoft delivered 
$77,580 of additional value relative to 
competitive solutions. The marketing 
team and senior management felt strong-
ly that they could not only capture a 

premium but also be in a great position 
to gain share. 

Linking price and value  
to the sales process
All sales reps were trained on the com-
plete value proposition of the solution 
including value messages, specific data 
points, research, assumptions and calcu-
lations used to determine value. 

As a result of this effort, the sales team 
felt confident with the pricing and sales 
goals set by senior management and vig-
orously attacked the market. 

Overtime, the sales team was able to 
continually refine their understanding 
of value, engage in powerful dialog with 
customers, reduce discounting and stay a 
step ahead of competitors.
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Pricing Wisdom in the Barber Shop 

My barber recently left the 
salon he had worked at for 
the past 25 years and re-
located.  I visited him ear-

lier this week at his new location and he 
shared his journey and why he chose this 
particular spot.

I thought there were some interesting les-
sons to take from his experience and that 
I’d share them with you.

He checked out three different salons.

The first place he investigated was a good 
location but, according to Antonio, it 
“was not well maintained…. there were 
chairs with rips in them….my customers 
would not be happy in that place.” 

I happened to walk by that place today 
and would agree with Antonio. Even if 
the price was cheaper, I would not like 
going to that place at all; it was run-
down.

Then he described the next stop on his 
search: “…..a great location, but they 
charge $40 bucks for a haircut….I told 
them that my customers wouldn’t go for 
that……they’ll pay $4-5 more, but not 
$40 for a haircut.  The owners said to me 
that was their price and they were stick-
ing to it…..they wear bow ties…..I bet 
that’s to justify $40 bucks!” 

We had a good laugh and, as a customer, 
I agreed that $40 was a lot more than I 
was willing to pay.

That led Antonio to his final destina-
tion located close-by in a Fairmont ho-
tel. “Good location 
and the price is $4 
more than what I was 
charging before…. 
$4-5 to my custom-
ers…..they don’t 
mind.”  And in my 
case he is right. 

I’ve been seeing An-
tonio for 12 years. I 
enjoy seeing him; it’s 
like a little break from 
the hubbub. We talk 
about restaurants and 
travel and our fami-
lies, and at Christmas 
he sneaks me a glass 
of wine. You get the 
idea: it’s personal.

Antonio’s story included wisdom as well 
as an example of a typical behavior that 
leads to missed opportunities when it 
comes to pricing.  

I have summarized it into 3 lessons:

One: Antonio instinctively knew what 
wouldn’t work for his customers.  The 
first salon was in poor repair and “was 
not right for his customers” even if the 
price was cheaper.  He also knew that 
the high end location that charged 60% 
more was too much for his customers 
even though it was a fantastic location.

Lesson:  A good value proposition con-
sists of many components and price is 
only one of them.

Two: The salon that charged $40 for a 
haircut stuck to its pricing strategy; they 
knew their value proposition and did not 
deviate.

Lesson: Segmentation is the name of 
the game. You need to know who your 

core customers are 
and stick with them. 
If they are Wall 
Street bankers then 
go ahead and charge 
$40, put on a bow tie 
and feel good about 
it.

Three: He knew he 
could charge his cus-
tomers $4-5 more 
and they “would not 
mind.” Based on 
this insight Antonio 
missed a golden op-
portunity. He should 
have adjusted prices 
at the old salon 12 
months earlier.

Lesson: We are usually too risk averse 
when it comes to pricing, thus forgoing 
significant opportunities.

Sometimes the best pricing lessons can be 
found from analyzing our daily interac-
tions with service providers, customers 
and other contacts. In this article, the 
author – an undisputed expert in pric-
ing strategy and research – shares an ex-
ample of pricing wisdom highlighted by 
a routine trip to the barber shop. Paul 
Hunt is the president of Pricing Solu-
tions, a global pricing consultancy, and 
a frequent PPS contributor, instruc-
tor and presenter. He can be reached 
at phunt@pricingsolutions.com and 
his online pricing courses can be found 
at www.PricingSociety.com. He also 
writes a pricing column that appears 
monthly in the Financial Post (www.
financialpost.com).


