MARKETS & STRATEGY

The Future of Demand for Chemicals

Capturing Growth and Securing Price Premiums

The chemical industry is seeing a major shift toward sustainability-re-

lated chemical products, with demand expected to grow 4.5 times

faster than for conventional products. This change is driven by cus-

tomer preferences and companies across industries aligning offer-

ings, with both consumer and industry buyers willing to pay more

for eco-friendly options. To capitalize on this opportunity, chemical

companies must revise how they go to market, from business mod-

els to value propositions.

Demand for environmentally friendly
products is on the rise, with more than
half of consumers preferring these
options, and a growing number of peo-
ple willing to pay more for sustainable
products.

Indeed, our global research shows
51% of consumers prefer to buy envi-
ronmentally friendly products, and an
analysis of company news releases and
reports reveals that business-to-con-
sumer companies (B2C) recognize this
change (see Fig.1).

A US survey by PDI Technologies
indicates that the share of consum-
ers willing to pay more for sustain-
able products grew by 2 percentage
points, from 66% in 2022 to 68% in
2023, and then by 12 percentage points
to 80% in 2024.

Industry Commitments to
Sustainability

This consumer shift propels manufac-
turing and consumer goods companies
to develop and promote sustainable
offerings and set and publicly share
sustainability goals. For example,
L'Oréal pledges to use 95% bio-based
ingredients, derived from minerals
or circular processes, by 2030; H&M
Group aims to use recycled or sustain-
ably sourced materials for 100% of its
packaging by 2030.

Chemical companies can position
themselves as strategic partners, help-
ing customers meet their sustainability
commitments. The demand for sustain-
ability-related offerings involves two
kinds of chemical products: sustain-

able chemicals to produce eco-friendly
products and conventional chemicals
used to manufacture products that
reduce environmental impact, such as
solar panels or electric vehicles.

As chemical customer industries
strive to meet their decarbonization tar-
gets, the demand for sustainability-re-
lated chemical offerings will continue to
grow. Demand for sustainability-related
chemical products should increase from
$340 billion in 2023 to $570 billion by
2028, according to a recent report pub-
lished by Accenture. With an anticipated
11% compound annual growth rate
(CAGR), this market offers a substan-
tial opportunity for growth and inno-
vation, expanding at a rate 4.5 times
greater than the 2.4% CAGR projected
for conventional products.

Growth in Sustainability-
Related Segments

Delving deeper into the chemical sec-
tor’s customer industries, end-con-
sumer demand is driving higher
growth in sustainability-related seg-
ments than conventional ones, and we
expect this shift to continue shaping
future chemical demand.

By analyzing global sales growth
for 69 companies across multiple
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Fig. 1: Top B2C companies believe sustainability influences consumer purchases.
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industries, we found that sustainabil-
ity-related segments consistently out-
performed overall growth, including
conventional segments (see Fig. 2 & 3).

For example, from 2021 to 2023,
the auto sector saw electric and hybrid
vehicle sales grow by almost 40%,
while overall growth was just under
10%, slowed by conventional prod-
ucts. In textiles, sustainability-related
segments saw double-digit growth,
contrasting with negative growth in
conventional segments. Home and per-
sonal care products with sustainable
ingredients drove growth rates more
than double the overall average. These
shifts highlight the influence of sustain-
ability on industry growth and future
chemical demand.

Strategies for Chemical
Companies

While chemical companies can meet
some future demand with existing
offerings, capturing other aspects will
require innovation, advanced technol-
ogies and new business models.
We’ve identified three key actions to

“As chemical customer
industries strive to meet their
decarbonization targets, the
demand for sustainability-
related chemical offerings
will continue to grow.”

help chemical companies capitalize on
growing sustainability-related demand:
m 1. Accelerate innovation

R&D processes can be completely rein-
vented with digital, data and Al tech-
nologies. To meet future demand for



sustainable products with low green-
house gas emissions, substantial inno-
vation will be needed, including solu-
tions with cost-effective, eco-friendly
chemical processes and recycled or
bio-based feedstocks.

Despite limited innovation budgets,
advanced digital technologies such as
generative Al can boost R&D success
rates by up to 70%, our research shows.
These tools can reduce time spent on
manual tasks, allowing researchers to
focus on value-creating activities such
as collaboration and ideation.

For example, lab experiments can
shift to quantum-powered virtual
experiments, and in-house R&D units
can transform into innovation ecosys-
tems that foster collaboration with
external partners.

m 2. Develop a transparent value prop-

osition
Chemical companies can communicate
a compelling value proposition that
emphasizes the traceability and trans-
parency of sustainability-related fea-
tures. But sustainable chemical products
face a challenge: Despite eco-friendly
changes such as using sustainable feed-
stocks or reducing greenhouse gas emis-
sions, the chemical molecule remains
unchanged. Environmentally friendly
modifications, which add value, may
not be immediately obvious to buyers.

Technologies such as blockchain,
digital product passports and busi-
ness networks can improve traceability
and transparency. Blockchain creates
a transparent ledger of the chemical
production process, while digital pass
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Fig. 2: Sustainability-related segments outpace conventional industry growth.

ports give detailed information about
a product’s value chain. Additionally,
business networks connect companies
within a supply chain through a dig-
ital platform, facilitating traceability.

By offering full transparency and
traceability for the sustainability ben-
efits of their products, companies can
stand out in the market. This trans-
parency also helps chemical compa-
nies justify their share of the premiums
paid by consumers.

= 3. Build value-chain partnerships
Forming strategic partnerships with
a diverse set of stakeholders—includ-
ing chemical customers, governments,
technology companies and non-govern-
mental organizations (NGOs)—is key.
To drive collective success, these part-
nerships should focus on co-creation,
shared innovation, investment com-
mitments and risk- and profit-sharing.
Collaborating with technology
companies can provide access to cut-
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Fig. 3: Sustainability-related segments outpace conventional industry growth—cont.
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ting-edge solutions, while partnerships
with governments and NGOs can help
navigate regulatory landscapes and
address community concerns.

By fostering a collaborative eco-
system, chemical companies can
improve their innovation capabilities
and ensure their sustainability efforts
are aligned with broader industry, con-
sumer and societal preferences.

Capturing Growth from
Future Demand

The shift toward sustainability-re-
lated offerings in the chemical indus-
try is more than a trend; it’s a funda-
mental change driven by consumer
demand and innovation across a vari-
ety of sectors. By taking these three
actions, chemical companies can meet
the increasing demand for sustain-
ability-related products, secure price
premiums and position themselves for
growth.
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