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360° strategy: Moving things around in a
circle
Unlike a traditional linear economy based on a 'take-make-consume-throw away' pattern,
a circular economy is based on sharing, leasing, reusing, repairing, refurbishing and recycling in an
almost closed loop. Moving towards a circular economy could deliver benefits but also poses
challenges. In 2015, the European Commission presented a circular economy package seeking to
enable a transition to this new model, in particular by updating EU waste policy.

What is a circular economy?
In a traditional linear economic model, a company produces a good and consumers buy it, use it, and throw
it away once they no longer need it. This model assumes that resources are abundant, affordable and cheap
to dispose of. In contrast, a circular economy is based on sharing, leasing, reusing, repairing, refurbishing
and recycling in an almost closed loop. In this alternative model, products and the materials they contain are
kept within the economy for as long as possible, reducing waste to a minimum. For practical examples of this
concept, see the list of Cradle to Cradle certified products or case studies by the Ellen MacArthur Foundation.

What are the main potential benefits?
 Reduced pressures on the environment: as a result of better waste management and reduced use of

resources (such as energy, water, land and materials), a circular economy would contribute to addressing
issues such as climate change, biodiversity loss and marine littering.

 Enhanced security of supply of raw materials: a circular economy would mitigate risks associated with
the supply of raw materials, such as price volatility, availability and import dependency. The European
Union (EU) currently imports, in raw material equivalents, about half the resources it consumes.

 Increased competitiveness: a circular economy could bring benefits of up to €1.8 trillion per year to EU
businesses and consumers through improved resource efficiency. Additionally, research suggests that
stricter environmental legislation can provide a competitive advantage to businesses.

 Innovation: a major innovation drive could be triggered across the economy because of the need to
redesign materials and products for circular use, even in sectors not usually considered as innovative.

 Growth and jobs: a circular economy could strengthen growth and create new jobs. Different estimates
suggest that the transition would increase GDP by between 1 and 7 percentage points by 2030, depending
on whether a higher pace of technological change is taken into account, and that it would have an overall
positive impact on employment, although jobs in specific sectors could also be threatened.

What are the main challenges?
 Finance: a transition to a circular economy would involve considerable transition costs, in particular in

research and development (R&D), infrastructure and waste management. The lack of adequate finance
tools for developing new business models is also an issue. Small and medium-sized enterprises (SMEs) are
likely to be most affected.

 Lack of economic enablers: in particular, pricing systems encouraging efficient resource reuse and
reflecting full environmental costs (e.g. pollution); incentives for producers and recyclers to work
together; and markets for secondary raw materials.

 Lack of skills: in particular to enable businesses to design products with circularity in mind, and to engage
in reuse, refurbishment and recycling. Missing technical skills could be particularly problematic for SMEs.

This note has been prepared for the European Youth Event, taking place in Strasbourg in May 2016.
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 Consumer behaviour and business models: businesses and consumers have little knowledge about the
potential benefits of a circular economy and tend to be reluctant to adopt new business models
(e.g. leasing rather than owning). A circular economy would require systemic shifts, with implications for
everyday behaviour. Many industries are currently based on a fast turn-around driven by fashion
(epitomised by fast fashion in clothes and electronic devices, among others).

 Multi-level governance: a transition to a circular economy would require action at many levels
(e.g. international, European, national, local, business, and individual) and in many policy areas
(e.g. waste management, professional training, packaging and product design, R&D and finance).

How is waste managed in the European Union?
Five tonnes of waste per capita is generated every year in the EU, mostly from the construction and mining
sectors. However, the amount of waste generated has been declining in recent years. As regards the
treatment of municipal waste (about
10% of total waste, generated mainly by
households), wide differences exist
between Member States. The share of
recycled and composted waste ranges
from 3% to 65% (EU average: 43%); six
Member States landfill less than 5% of
their municipal waste, while eight
Member States landfill over 70% of their
municipal waste (EU average: 31%); the
amount of municipal waste per capita
and per year varies from 272 kg to 747 kg
(EU average: 481 kg).
EU waste policy is complex and wide-
ranging. It is built on a thematic strategy,
an overarching directive laying out
general concepts (such as the waste
hierarchy and the 'polluter pays'
principle), directives on landfilling and waste shipment, legal acts applying to specific waste streams (such as
packaging, e-waste, batteries and vehicles), and legal acts on specific installations (such as factories or
slaughterhouses). Targets set out in EU legislation (in particular as regards recycling and landfilling) are being
implemented at varying speed across Member States, regions and municipalities.
Challenges in current EU waste policy include: balancing objectives between promoting recycling and
protecting consumers against harmful chemical substances in recycled materials; illegal waste shipments;
data collection; quality aspects related to recycling; energy recovery of waste; and waste prevention.

What is the European Union planning to do?
In December 2015, the European Commission put forward a circular economy package made up of:
 An action plan to enable a transition to a circular economy. It focuses in particular on products (e.g.

better reparability, durability as well as recycling and upgrading possibilities), consumption (e.g. better
information and public procurement) and markets for secondary raw materials and water reuse. The plan
also covers cross-cutting aspects such as innovation, skills, stakeholder engagement and monitoring, and
addresses plastics, food waste, marine litter and other topics. Measures include: reports on specific topics
(e.g. on waste-to-energy), implementation of current legislation (e.g. on waste shipments), best practices
used in industry, development of indicators (e.g. on food waste), support to businesses, creation of
financing instruments, or consideration of possible options (e.g. on non-toxic recycling).

 Legislative proposals updating the waste management framework. The proposals set new waste
management targets to be met by 2030 (65% of municipal waste prepared for reuse or recycling; 75% of
packaging waste prepared for reuse or recycling; and gradually limiting municipal waste landfill to 10%),
as well as improved data collection methods and measures supporting waste prevention and reuse.

In July 2015, the European Parliament adopted a resolution which advocated ambitious measures towards a
circular economy.

Municipal waste treatment methods and waste per capita in EU-28 (2013)
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Data source: Eurostat (env_wasmun), 2016.

http://www.europarl.europa.eu/RegData/etudes/BRIE/2015/559493/EPRS_BRI(2015)559493_EN.pdf
http://bit.ly/1ZkdBPY
http://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=env_wasmun&lang=enhttp://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=env_wasmun&lang=en
http://www.europarl.europa.eu/RegData/etudes/BRIE/2015/564398/EPRS_BRI(2015)564398_EN.pdf
http://bit.ly/25fBtIM
http://www.europarl.europa.eu/RegData/etudes/BRIE/2015/554208/EPRS_BRI(2015)554208_FR.pdf
http://ec.europa.eu/environment/circular-economy/index_en.htm
http://epthinktank.eu/2016/01/25/circular-economy-package-four-legislative-proposals-on-waste-eu-legislation-in-progress/
http://bit.ly/1Rfee8m

	What is a circular economy?
	What are the main potential benefits?
	What are the main challenges?
	How is waste managed in the European Union?

